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Private firms find aid for small

3
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GOVERNMENT requires pri-
vate sector assistance in imple-
menting immediate and prac-
tical ‘steps to develop SA’s
small-, medium- and micro-
enterprises (SMMEs) if it is to
achieve its economic goals,
says arecent survey.

However, international
market research company Tin-
rac found that most private
companies considered the pro-
cess an unwelcome burden and
were not taking “practical mea-
sures” to benefit the economy
as awhole.

Tinrac chairman Bobby
Fourie said government was
making progress in achieving
the aims set out in its micro-
economic plan pertaining to
sraall., medium- and micro-
enterprises. However, the in-
volverment of big business was
eritical to the advancement of
small businesses, particularly
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in tl]e area of exports.

The private sector had torid
itself otP its “rats and mice” ap-
proach to small businesses or
its own future would fade along
with the economy.

“SA will not be able to
achieve its economic goals and
its macroeconomic policy is
likely to fail if empowerment
efforts are concentrated on
macroindustries,” Fourie said.

Research indicated that it
was critical for SA to develop
an industrial strategy to en-
able small businesses to be-
come competitive within the
global market. “This strategy
relies on the participation of
the private sector, which would
be required to initiate the pro-
cess by supplying small busi-
nesses with export contracts as
an entry into this market.

“This strategy could be re-
ferred to as the ‘piggyback ini-
tiative’, which is vital to small
businesses being able to sus-

elcome burden’

Go)
#in themselves over the long

term in an increasingly com-
petitive market.”

Fourie said some para-
statals, such as Denel, were
taking the process seriously
and had achieved success in
empowering small companies,
so government should not have
to make excuses for using its
parastatals in this way.

Financing small business
initiatives remained a prob-
lem, but government was mak-
ing progress in this area and
banking group Absa showed an
understanding of the needs of
small business.

The firms that tock part in
the survey suggested the for-
mation of an accreditation
board to monitor, assess and
evaluate the training given to
emerging entrepreneurs.

Fourie said Nedlac would be
best suited to take the lead in
the development of such a
board.
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‘Meeting over rent dispute

air
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By Shadrack Mashalaba -or7% SEnF;III) Business Council. ® M

‘A MEETING to ‘resolve_the dispute . , “When the application was filed the
over the non-payment of rent at the’ ‘Sebokeng fenants Wwere owing SBDC
Small  Business .. Development " _about R140 000 in rental arrcars.
Corporation's industrial ~ unit , in .~ SBDC’s 'head  of property in
Sebokeng will beheld today at the :‘Gauteng Central Regjon Jan van der
Tower Hive in Industria, Johannesburg. “~Walt said an apreement was reached
The meeting follows 4. successful .| last year that tenants would start pay-
court application at Vanderbijlpark ° ing. Van der Walt said the SBDC was
which was filed by the SBDC against” disappointed that-the tenants had not
the tenants last October, many of whom _ > performed. PO
are members of the Gauteng Province -. 7 - “[n the previous two' months there
Industrial Parks Association (Gapipa). - have been no payments forthcoming.
The meeting will be attended by _We only received about five percent of

from ~the SBDC, the total pay cents.” Van der Wit spid. .
L : -0 IL{—WH iag
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Belinda Anderson

THE pnvata sector resgonded yester-
day with scepticigm to auteng safe catﬁ
and secu.nty C Jessie Duarte

for the earnings of top execumves to be
open to public scrutiny in a b1d to re-
duce white collar crime,

She proposed a code of conduct for
the private sector requiring top earn-
-[-'ers to disclose their financi records.

Council of SA Banks spokesman
Lincoln Mali said Duarte should be
supported in her eﬁ'nrts to combat busi-

Duarte’s: plan met Wlth sce '

B e de

ness-related crime. 5=
her focus on the private secbor Was “m-
&ropnate given that shareholders’ .
er than taxpayers’, money wes at

' “Our pollcy is not to &sclo;t.a our i:og
Eeople s earnings,” said a Standar

ank spokesman.

* First National Bank’s chk

declined to comment,

isgue “tndg’ Anglo American and De
Beers also eclme tocomment,
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Duarte’s plan met with sce%gg"

Belinda Anderson ‘ ness-related crime.

. . - . herfocus on the private sector was “in.
THE private sector resgonded yester-  appropriate” given that shareholders’,

WEVET, said

day with scepticism to auteng safety rather than t ayers’, money was at
and security%/[EC Jessie Duarte’s caﬂ stake. =P .

for the earnings of top executives to be “Qur policy is not to disclose our top
open to public scrutiny in a bid to re. eople’s earnings,” said a Standard
duce white collar crime, ank spokesman.

She proposed 2 code of conduct for First National Bank’s Mick Elling-
the private sector requirin, top earn- ham declined to comment, calling the -
ers to disclose their financia records, issue “tricky”, Anglo American and De

Council of SA Banks spokesman  Beersalso declined to comment.

Lincoln, I(\{Ia.bil saici!f Duait:rte slioullt)i'be . c PrgeT
supported in her effortsto combat usi- M rs I 1 I q 8 omment: Page

et - - - - - - —




NUM re]ects black

empg?fe

By Shadrack Mashalaba

BLACK-led mining group Afncan
Rainbow Minerals and Exploration
Company (ARM) has bought six shafts
from Vaal Reefs Exploration Mining
Company, a division of Anglo American,
for R40 million.

The purchase by ARM 1ncludes Shafts
One, Three, Four, Five, Six and Seven,
and excludes all major equipment and
winders. ARM will also purchase Anglo’s
contract mining company, Naledi Mining
Services, for R1,8 million.

B gﬁ

1t

National Union of Min workfﬂ gem-
dent Mr James Motlatsi said his union
rejected the deal in its entirety.

“Anglo American is running away
from its social responsibility. We have
been briefed that the deal is a black
empowerment initiative, however, we will
be watching with a critical eye as the
process unfolds,” said Motlatsi.

In terms of the deal Shaft Two will
only be sold to ARM with effect from the
date on which ARM obtains the required
mining and operations authorisation from
the Department of Mineral and Energy
Affairs.

/f_




"tion and Ciskei

u: Since March 1994 th
economic affairs department has gone through four
boards of directors, ,

The most recently appointed are a high profile trio
consisting of Transkei Presidential project team
chs Pepi Silinga, Border-Kei chamber of busi-
ness' CEO Peter ‘Mifes and senior economic affairs
.department staffer Simon Mjonyeni. ,

Development Corporation can be finalised, . .,
oo At present, staff of the Transkei Development
bprporation, Ciskei Peoplels Development %ank,
Transkei Small Industries, Development Organisa-
Small Busiriess Corporation are
orking independently, and will have to apply for
.Bpstsin the new organisation, .

w dn 1994 the four boardsof directors wére merged,

and

in 1996 a transitional board was get ap, with

Campbell Bomela as CEQ; That board was replaced
ear, and members left without
e 1996/97 annual report which
arities. The next board wag given
to oversee the final

in the middle of last
-signing or verifyin,
.had glaring irre

a five-year term, and tasked

e provincial government’s

r : El
ee will oversee the end of fraud and cor-
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er
gors ot

mergers of ormer homéland development agen-
cies into a gelf- ing organisation. ', T
- -Last year the merger rocess, with a February

- 1998 deadline, was halted when nvestigations by
the special investigating unit of the Heath commis
into mismanagement reached a peak, '
Economic affairs spokesman Kulile Radu said
those investigations included a R22m Malaysian in-
vestment deal which went wrong, unspecified com-
plaints against board members and probes into ir-
regular perks for Bomela, including monthly al-
lowances of more than R13 000, However, Rady said
tthe probea were not into Bomela as an individual, but
into the organisaﬁox; ?Lsawth(i)le.l-!— ECN. -+ .
] N st & i

Body to monitor black
empowerment efforts
%1‘5 5 gpg F0)

BLACK business organisations plan to serutinise
black economic empowerment deals and agsist in
ing a programme ensuring the full participation
ofemezﬁingbusinessesinSA’s economy., v
d

ede

Pa-tnck a

qu

owerment, LRI :
e commission would work with other black
business organisations under umbrella body Black

Federated Chamber of
Commerce (Nafcoc), Foundation for African Business
and Consumer Services (Fabcos) and other black pro-
fessional bodies. R ;

Manyi said the commission would investigate the
role played by both the private and sublic sectors in
implementing black empowerment deals and devel-
op aclear definition of black economic empowerment.

) e want the term to mean real empowerment
and not just a deal for a black business group that
won't succeed in the longterm.” he said.

*. A code of ethics and a disciplinary code for black
executives aimed at eliminating corruption and mis-
management would also be published thi year.

Nafcoc recently called for a national stakeholders’
conference between government, estab].i‘shed busi-
ness and small enterprises, AEUERAIEE

Fabcos executive director David Moshapalo said it
wold focus dn assisting blacks to move into the man-
ufacturing sector. Other areas of focus would include
tourism, information technology and the construc-
tion industry. ‘ : :

s
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By AL]I MPHAKI

WITH THIS week’s formalised part-
nership between Ntsika Enterprise
Promotion Agency and the Local

']

Busifiess Service Centre Association

(LBSCA), support for SMME growth
in Souih Africa entered a new phase.

Whireas Ntsika seeks to create an
entrépreneurial business culture in

SA, the partnership with LBSC adds

meaning and makes a substantial .

contribution to
the concept of lo-
cal economic em-
powerment.
Established by
thefDepartment
of Trade and In-
dustry some two
years ago, Ntsika
has-accredited 26
small  business
ceftres and pro-
vided R1,2mil
lion in-aid to 40 -
other , business.
service providers
for this financial

ear. . ,
In:the interests
of (éveloping the
LBEC network
further;,” Ntsika
has also awarded,
thé newly formed LBSC Association.«

a grant of R64 000 for start-up and op-

erational costs.’ 3 ¢

vilion head Sifiso Ndwandwe said

{h8y have been involved in a process

ofl' strategic planning for the imple-
b [ 'Ilt".‘, o .

PO o

LOCAL EMPOWERMENT ...
Nisika’s CEO, Kate Moloto.

prgrane P e ji“"fu %-I - ’ '_,I‘."<;. . I'.‘,r- ;
G Nsika's Businiess developinent di-™

SME
20 ) -

mentation ofthe LBSCprogramme.

This process involved the develop-
ment of a five-year strategy and has
been informed by the lessons learnt
in the pilot phase of the programme.

“This strategy for accrediting new
service providers will be tested’ in
this round of accreditation that has
already started and ends in Marc ,?
Ndwandwe said.

‘According to the strategy, qualify-
ing service providers should for-
ward application
forms to the provin-
cial SMME desk
who would then
pass them to Ntsika
for evaluation and
shortlisting. Once
short-listed, organi-
sational assessment
and a panel presen-
tation will be done
in each province to
further asses the or-
ganisation.

1t is said the ob-
jective of this pro-
cess is to accredit 30
new LBSCs nation-
ally by the end of
_this financial year.
*This will miean that

by the end of March
1908, SMMEs wil
have access to 56 actredited LBSCs
and 40 approved service providers.
. ,CEO for’ Nisika:Kate}Moloto says
¢ diite Ntsika has already funded 66
service providers. - -

The next round of accreditation

will take place in September.
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More job losses

e e o g

feared in motor

Lucia Mutikani E'b ' ' l , qg e
THE depressed motor ﬁ i ﬁ industry had shed
about 5 000 jobs nationwide in the past two years and
at least 60 franchised dealerships had folded, Mec-
Carthy Motor Holdings CEO Brand Pretorius said at
theweekend. . .- .. o .pteclgi o

Further job losses and closures were expected as
the industry braced for a tough trading period, par-
ticularly during the first half of this year. -

The industry had experienced a rapid decrease in
the number of monthly vehicle sales, a situation
'which worsened last November when sales plummet-
1 ed by almost a third compared to the same month last
year. The poor sales have been blamed on high in-
terest rates and the sluggish macroeconomy, &

In the past two years the number of franchised
dealers had decreased from 1 420 to 1 360. Pretorius
‘said it was expected to fall to 1 200 by 2000..

“The first development driving fundamental
change is the motor industry development plan,
which was launched in September 1995,” he said.
“Due to the sharp reduction in protective tariffs we
have seen an explosion in the numbet-of suppliers
now competing for market share in a fairly stagnant
newvehiclemarket.” - -« . o mae .

Pretorius said many franchizsed dealers were
strugilinito adjust to the competitive environment
brought about by the development plan. - .

“Due to the price reductions and an abundance of
special offers and discounts, profit marging on new
vehicles,have dramatically declined. An aggravating
factor is the awing towards buying low-priced entry
level cars where margins are limited,” he said.

He said significant price reductions in the entry
level market had also dented used car Eroﬁt. Because
of the high stock levels, interest was absorbing a ma-
jor percentage of retained profit on new vehicles,

ofit margins in the after sales area are declin-
ﬁ too in the quest to offer customers better value.
these factors place severe pressure on motor deal-
ers. Motor dealers have leaned down their expense
gtructures. To reduce their dependence on new ve-
hicle profits, many have branched out into synergis-
tic business activities such as financial services,
accessory fitment and panel shops.” - -

He said it was most likely the balance of power in
the motor industry would shift more towards the re-
tailers. “Some manufacturers are already becoming
concerned about the influence of the magjor retailers
and this may prompt them to investigate alternative
methods of distributing and servicing their vehicles.

Pretorius gaid dealers would have to get used to
lower levels of new vehicle stock on floors because the
high interest rates made inventory holding costs pro-
hibitive for both dealers and manufacturers.

“A miuch leaner distribution system will be an in-
evitable consequence. Internationally the trend
strong towards customer-driven vehicle preduction.”
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By Wilson Ramothata
MICRO and smal] business enterprises

_will receive a major boost in the form

of loans from the Volunteers in
Technical Assistance-Micro- -Enterprise
Support Project (Vits-MSP), financed
by the United States Agency for~
Inmternational Development (Usaid) to
make their working capital loans grow.

Vita-MSP will grant minimum
loans of R5 000 and a maximum of
R50 000 to the applicants.

All applicants- to the loan pro-
gramme must-have been in the same
business for two years or more in order
to provide mformanon for .. thelr -
growth.. -

-..Project director Slmon Aphanc told
Soweran Business yesterday that his-
torically disadvantaged micro and very
small.enterprises were still experienc-
ing: problems in- getting loans to
inarice their businesses.

<

" “The. commerc1a1 "banks;-inoluding. -

the -Small Busindss "Development
" Corporation, - are:'reluctant to -make
business -loans - of; less. than R50 000 -
because, theysclaim: that- these .loans
| wege not profitable fm ‘their organisa-
thl’lS saﬂAphane ;

+

Aphane said the Vita-MSP was tar-
geting growing businesses because
they provide potential to create jobs as
they grow into the small and medium
sized enterprises.

According to him the Vita-MSP has
already established links with several
intermediaries, such as small business-
es from the private, public and non- -
governmental organisation sectors and
affirmative procurement divisions of
large corporations and govelnment
departments.

Most of the project activities were
concentrated in Gauteng and were
now_spreading to Mpumalanga,
Northern Province and North West.

“This project is un on"sound busi-
ness principles so that it ultimately
becomes seif-sustainable; One can
look at the current democratie govern-
ment’s approach to community devel-
opment projects — it emphasises pro-
Jject self-bustainability,” he said.

Aphane said the lodn scheme would

.heIp historically disadvantaged busi-

nesses toyjoin the mainstream economy

- of the conntry.

. Eor more information contact .pro-
ject~director Mr Simon Aphane at
(Olﬂ}l) 315-8831, fax (011) 315-8835.
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US project

Patrick Wadula

US-BASED international consulting
and investment banking firm Eccles

Associates yesterday launched its Eq-’
| uity Access Systems (Eagy) project to -
assist small, medium and microenter-

i:rises with raising venture capital and
oan financing. ‘

The initiative, which is jointly fund-
ed by the US Agency for International
Development (USAid) and Eccles, will
support new business ventures and

angions, " "7 T o '

goal of the project was to facilitate ac-

. Weddle said under the Easyproject,
investrent advigory firms sought out
and assisted businesses in
acquiring venture capital and loans to
start a business.

Investment advisory firms also
assist in buying a business or expand-

bus;nessesbl&%lizjﬁ q%:apltg

" «.The Easy team consista of a consor-

. bourine Technologies. -

P . - * -

to help small ';

already exis g’n? .
. “The investment advisory firms
assist gmall businesses to develo&in— ‘
novative proposals and guide them
through the steps of obtaining eguity
.or debt financing, orboth,” she gaid. 2"
Easy had brought in~ finaricing
amounting to R10m to help four firms
in SA in the past 12 months. o
Recently, with the assistance of the
Easy project, Prime Office Furniture
Group was houlg)ht by a %c;tﬁ of en«
_t;reBreneurs led by Tshepo oele, =
" Durban-basge

l’n
D
" -
e
4 ey
- . b
oL
i ",
y R

funding from Fu-

cess to capital for historically disad-  its paper converting cutting |
vantaged people and enterprises. sinesg, vy A -
“These groups often lack the deal- ' USAid mission director  Aaron
making experience and assets tradi- Williams said it was also providing as-
tionally required for financing by the ™ sistance to firms which were seekingto
SA bankingsector,”shesaid. - - -~ —markettheir productsinternationally. -

tium which is managed by Eccles and
includes Africa Project Development
Facility, Abt Associates SA, Citibank,
Deloitte & Touche, Labat Anderson
SA, Msele Nedventures and Tam-
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o Paper Converting-™
ccles MD Radika Weddle said the  Specialists received i : .
ture Bank to finance the exgaﬂsion of - |
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planned for SME )

By- Shadrack Mashalaba

ECCLES Associates says it will help 18
smallhand medium enterprises (SMEs) to
raigg ' ¢dpital in a bid to support new busi-
ncssaven.tures and expansions. Eccles will
alsp guide SMEs on loan financing.

Tl}ls was said by Eccles-Associate man-
aging director Radika Wolfe during an offi-
cial, faunch of Equity Access Systems
(Easy) project — a vehicle to speed up the
capital raising and loan financing for the
SMEs - last week.

The Easy project, a three-year initiative
which started a year ago, is jointly funded
by the United States Agency for
International Development (Usaid) and a
consortium led by Eccles Associates.

Wolfe says the objective of his com-
pariy is to provide those SMEs which were
nof given the opportunity with transaction-
Specnﬁc technical assistance designed to
brmg their businesses to the “bankable”
stage

Since the launch of Easy project, 10
small companies have benefited, she
54ys.

_ She says through their team of techni-
cal expertise, Easy project has managed to

make SMEs attractive candidates for equi-

I TIN

ty investment and/or loan mancmg)

total of R23 million has been raised to
assist their operations.” she says.

Some of the businesses that have bene-
fited through the scheme include those
involved in the furniture, ice cream and
paper {actory business.

“The consortium’s focus is on SMEs
which employ between two to 200 people,
with financing needs {from R450 000 to
R45 million.”

Eccles associates says assistance om .
transactions falling outside their pariiffie:
ters will also be considered.

Eccles Associates consortium members
are ABT Associates; Citibank SA: the
Africa Project Development Facility
(APDF); Deloitte & Touche; Labat
Anderson SA: Msele Nedventures; MSGM
Masuku-Jeena and Tambourine
Technologies.

According to Eccles Associates, a leam
of experts has been established 1o work
with the companies that are being sub-
sidised and give advice on the selection of
financing sources.

The team will also identify the busi-
ness lequxremcnl% needed 1o establishja
competitive and viable venture and pro-
vide technical and managerial assistandd:
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Industry bosses
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pressed confidence in the country’gallmlitical future,
predicting a growth rate of 2,6% for calendar 1998,

A survey of executives from the top 100 industrial -

companieg on the Johannesburg Stock Exchange,
conducted by the University of South Africa’s Bureau
of Market Research, predicted an average inflation
rate of 8,1%. © - -

The survey showed the respondents to be con-
cerned over {xotential damage to the economy ansuﬁ
from the E] Nifio phenomenon, the internation:
banking crisis and the fall of the rand against the
dollar, which they expected to average R5,03 to the
dollar thisyear. - o

“The time has come for politicians and economists
to put their heads together and devise means of curb-
ing the wild swings that are fast becoming a feature
of financial markets, and of i.usulating the world

economy from ‘damaging consequences,” the report

on the survey said. , . L :

Among other indicators, the business executives
predicted that the prime overdraft rate would drop to
18% by the end of the year, that SA's balance of pay-
ments situation would improve, and that net gold
and other foreignreserves wouldrise.  # .

Foreign investment in the country was expected
to increase in response to improved business and so-
ciopolitical optimasm, . o0l @

- The Bureau of Market Research said despite

ointers to a bullish economy, most of the executives
interviewed — 92% — believed government was be-
hind the tarﬁets it had set itself in the Growth Em-
ployment and Redistribution (Gear) strategy.

And, more than three quarters of the executives
were convinced that the Basic Conditions of Employ-
ment Bill would have a detrimental effect on em-
ployment. - Sapa. R A,
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Developers “ignore

small business rieéds,

er hm)ﬂ/ﬂ%

AOELESHEVEL

Johanmesburg — Little was heing
done to accommodaté the small,
medium and micro-enterprises
(SMMEs) in the service and
information technology (IT} sec-
tors, Andrew Bradford, a director
of Bradford McCormack & Asso-
ciates, a property consultancy,
said recently. ‘

“The service and IT sectors
are the fastest-growing in the
world, and increasingly charac-
terised by the outsburcing of
specific projects, administration,
research and consultancy work
to SMMESs,” he said.

Bradford said there was &
large drop jn the amount of
corporate office space required
by large. service or I'T organisa-
tions, but South African develop-
er$,and landlords had been slow
tq‘ikogfet‘f gppropria}te workspace or
ﬂ";gjibl:é lease options to task
tearms jprofessional practices and
consuliants.

€)

He said one result had been
the conversion of residential

. properties, but another, often

more cost-effective option, was
for SMMEs to make use of busi-
ness centres, including those that
offered special office access pack-
age for new businesses such asa
personalised telephone answer-
ing service, the use of a mailing
address and pay-as-you-need
access- to offices, conference
rooms, and gecretarial and com-
puter services.

- »Bradford said the main advan-

‘tage of such centres was that

they allowed SMMEs to create an
instant corporate image without
large capital outlay and admin-
istrative staff. “Leases are usual-
1y very short-term, which means
an expanding company is not
locked-in to unsuitable space,” he
said.

He said SMMEs that required
less than 100m? of office space
should consider the business
centre option.
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By Shadrack Mashalaba

WHEN the new executive council of
the Mpumalanga provincial Small
Business Council (PSBC) takes
office after its second annual gener-
al meeting. the body will be faced
with the challenge 1© ensure simall
business involvement in develop-
ment projects.

Mpumalanga PSBC chairman
Steve Skhosana says to date there
has been resistance from big busi-
ness against involving small busi-
ness in the multibillion rand Maputo
Development Corridor.

The provincial counci! will hold
its second AGM at the Midway Ino

(Middelburg) é February 18 at 9am.

The meeting will be opened by
Mpumalanga MEC for economic
affairs Jacob Mabena.

Skhosana said the government
was not doing much to ensure small
business Success.

Skhosana also said that a new
strategy needed to be developed to
convince funders t0 help the small
pusiness they still regard as a fisk
factor,

At the gathering, a new 15-mem-
per council will be elected to replace
the curzent structure.

The Mpumalanga PSBC was
formed in November 1993 together
with other pSRCs in other
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provinces. Organisations involved in
their formation include the National
African Chamber of Commerce and
Industries, South African Chamber
of Business, African Council of
Hawkers and 1nformal Business and
other organised business organisa-
tions.

The objectives of the PSBC are
to unite and integrate the small,
medium and micro enterprises
(SMMEs) sector at both local and
provincial level; represent the
diverse interest of the SMME sector
at both local and provincial level.

For more ijnformation on the
meeting contact (0135) 656-2980 or
656-5595.
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SA is the cheapgst place

Busmess cosfs 1997

Source EWJ ‘

RicHARD STOVIN-BRADF D
BANKING EDITOR

Johannesburg — South Africa
emerged as the least expensive
country in which to do business
in a new 27-country index com-
piled by the Economist Intelli-
gence Unit (EIU) last week.

Germany ranked as the most
expensive country in the index,
because of its high basic wages.
But South Africa beat most
emerging markets, including In-
donesia, India, Russia and Brazil
to come out cheapest.

The Economist’s index mea-
sured the relative costs of doing
business in 27 countries. Tt com-
pited the index using data relat-
ing to wages, costs for expatriate
staff, air travel, subsistence, cor-
Pporation taxes, perceived corrup-
tion levels, office and industrial
rents, and road transport.
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Wage costs in developed co
tries generally ensured hlgher
overall costs in the ranking,
though the other costs measured
were not necessarily higher than
those in countries with less-
developed economies.

However, Rudolph Gouws, the
group economist at Rand Mer-
chant Bank, said South Africa’s
ranking was probably because
“it’s cheapest to do business
where there’s the least demand”.

The index was prepared be-
fore last year's southeast Asian
currencies collapsed, so the busi-
ness eosts in Singapore, Thai-
land, Malaysia and Indonesia are
now lower.

Gouws said South Africa’s
rating in the index was positive,
but it more probably reflected the
fact that South Africa was not a
top destination for businessmen,

Kevin Lings, a senior econo-

to do b smess

201

mist at Nedcor said when consid-
ering doing business in a country
one could not look only at the
costs in the index, “But if we're
as cost-effective as the index sug-
gests, why aren’t we attracting
more foreign direct investment?”

South Africa was ranked the
“seventh most competitive”
country in Africa by the World
Economic Forum and Harvard
University at the Davos gathering
of international business and
government leaders in the Swiss
Alps at the weekend.

But local economists ques-
tioned the conclusions of Jeffrey
Sachs of Harvard University,
who prepared the report, and
doubted whether the South
African business perceptions
were really representative when
compared with the more “gung-
ho” declarations from other
African businessmen.
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Joint venture aims oz

develop small bg;i}ggss

By Sowetan Business Repofter

EMERGING business in Soweto could
benefit from a joint business project,
the Business Growth Project (BGP),
aimed at assisting their development,

The project is a joint initiative of
the Eskom small business unit,
Ministry of Labour and Ubuntu
Edunet.

It is expected to start on February
23 at the Eskom offices in Diepkloof,
Soweto.

Speaking to Sowetan Business, pro-
jécticoordinator Jeanette Berthold said
the project would provide an opportu-
nity for up-and-coming entreprencurs

to improve their bookkeeping and busi-
ness skills.

It will be offered for 32 days from
8.30am to 4pm.

The content of the course wili
include recording of money, sales and
purchasing journals, how to prepare a
business plan, posting to ledger, selling
and buying rules.

“Our aim is to empower people and
make them self reliant. Small business
development is ceniral to the general
economic development of South
Africa,” said Berthold.

Ubuntu Edunet, a business training
college, will offer the training. Since
its launch last October it has trained

over 100 people. The Ministry of
Labour is funding the project. Eskom
small business department offers after-
care service advice,

The minimum requirements for the
course is grade 10 and the individual
must have started a small scale busi-
ness already or be very serious about
starting a business immediately after
the course.

An evaluation course must be
passed. In addition to training, speak-
ers have also been lined up to speak on
different topics during the course,
Berthold said.

For more information contact
Joseph Mashaba at (011) 938-8292,
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By Shadrack Mashalaba

A GERMAN consortium bidding 10 '

secure the contract to supply the
South African Navy with four new
corveites has issued an invitation to
small, medium and micro enterpns-
€s (SMMEs) to take part in lts ten-
der bid. -

"The company, Gennan anate

‘Consomum (GFC), said it would
set aside a ‘substantial amount of -

contract work for SMMEs' develop-
mentmthecounlry SR

The small businesses whlch
stand to benefit include those

involved in areas such as electron- .

ics, outﬁttmg, metal, piping and
constructlon :

Il

SMME;

“package was capable of generating
,'up to 4 000 jobs —*“in effect, recov-

POII

. C’s iiivitation to small busi-
nesses follows an announcement hy
‘the Government Jast week that it *
~would sefect a winning bidder to
_ supply it with more than R12 bnllmn

e

- worth of arms by July.

ers the purchasing of four corvettes, ™
“four submarines, six maritime heli-
copters, 48 fighter aircraft, 60 utitity
hel;copters and 108 lank§ TR

- ,.‘-U -5

GFC project manager Sven Moeﬂer'
said its conntertrade and investment

ering the entire gost of the ships™. .
Accurdmg to GFC the corvette

- fe

bujﬂ

contract has huge implications for
SMMEs in industrial participation
s and counter-trade — creating wealth
“that can flow ' widely into the South
_Afsican econoriy, particularly to

- T small locat suppliers.
-, # The acquisition programme cov-

Other components of the GFC's
package said Moeciler, are directed
~specifically at meetmg objectives of
the RDP.

'-'- " These include an initial amount

"of R19 million to set up a low-cost
housmg scheme capable of provid-
ing 20 000 specifically- desngned

prefabricated housing units in the
' ﬁrst year of operation.

For more information on the
offer contact Moeller at {01 l) 626-
3370

..wu: }
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ew loan fu d for SMMEs launched

By Shadrack Mashalab BO

GUARANTEE Fund of Afnc.n. a division of
African Consumer Council (Acoco). has
launched a new loan fund with a reported
revenue base of about R4 million to assist
small businesses that cannot obtain loans
from banks.

Speaking during the fund launch in

Johannesburg yesterday. Acoco deputy presi- *

dent Eldridge Mathebula said the birth of the
project came as a result of a plea from the
council’s qmall medium and mucro cnterpm-

R w

MME-s) to establish a fund of their own.

Malhebuld said members felt that because
with the formal conventional institutions’
reluctance and sometimes unwillingness to
financing them, they dec:ded to form their
own fund.

He said the fund would bhe available to
members, irrespective of the nature of their
business.

“If the operation is viable there will be no
need not to grant a loan. We have lined up a
good management team,” said Mathebula,

(‘ommemmo on Acom 5 1mtml “cam-

P SV

[ SR

paign” to fight the unfair blacklisting of peo-
ple by credii bureans, he said the campaign
had not been abolished.

He dismissed suggestions that the cam-
paign had failed.

Guarantee Fund of Africa loans will range
from R3 000 to R50 000.

Mathebula said any loan above R30 000
would be arranged with the financial institu-
tions {which he could not disclose) which his
organisation was working with. .

Formed in 1992, Acoco claims 2 member-
<hip of more than 27 N0 cmmlrywii_de.
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New fund for small business loans
[Bla]9%

Johannesburg — The Africa
Consumer Council had launched
the Guarantee Fund of Africa, a
financial scheme which would
provide loans to small, medium
and micro enterprises (SMMEs)
previously ignored by formal
financial institutions, Eldridge
Mathebula, the chairman of the
fund, said yesterday.

The fund is owned and
conirolled by the investment arm
of the Africa Consumer Counci,
an economic empowerment group
whose 50 000 members through-
out the country are automatic
shareholders in the fund.

Mathebula said: “Banks in
most cases require applicants to
provide guarantees to secure a
loan, which becomes a problem
for small business.” .

He said although banks had
agreed in theory to provide finan-
cial assistance {*SMMESs, in reali-
ty “financial institutions were not

ks
S22 =T(ER).[3)a)
MPQ\ANTJU keen to putfhat into pfactice”. q

Monde Tabata, the chief
executive of the National Small
Business Council, said owners of
small businesses felt that Khula,
the finance agency set up by the
department of trade and industry,
had failed to reach the intended
beneficiaries.

The size of loans
available from the
Guaraniee Fund of
Africa ranged from
R3 000 to R50 000,
Mathebula said.

“Anything above
that (limit) would be
referred to leading
co-financing, busi-
ness-orientated organ-
isations,” he added.
He said the fund aimed to assist
about 2000 business opportuni-
ties this year.

The fund would be adminis-
tered by experienced local and
foreign managers with relevant
expertise, he said.

| If women in
Bangladesh

# can establish

i their own bank,
T what stops us

- from doing it?’

Ricky Majette, a US expert on
retail finance who is part of the
team to set up operations, said:
“There are similar projects in
Latin America and India where
people do this for themselves. My
role would be to provide techni-
cal advice and training.”

Zakheni/Ika-
geng, a support
structure, would
help with drawing
up detailed busi-
ness plans and
providing advice
on business ideas,
Mathebula said. He
said a bank would
be established next
year {0 serve mem-
bers of the council.

“If women in Bangladesh
could stand up and unite in
establishing their own bank 15
years ago to mobilise their own
finance, what will stop the black
community today from doing the
same?” he asked.

{s
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Fe- | economic empowerment group

ary | i8 to provide smell-business '
ion | loanstoits members through its
de- | investment vehicle, Guarantee
re- | FundofAfrica. :' T .. :
4sa Council deputy president El-
ap- | dridge Mathebula said yester-,
+s0 | day the loans were intended for

m- | holderswho ownedorwantedu;
out | set up viable and sustainable
the | smallbusinesses. ad"w'_;’ Lo

R3 000 and R50 000, “ ¢ = it
. -The fund planned to finance = -
at least 2000 yiable pro 0si-

council’s members and ghare-
holders — would scrutinise ev-
eryloan application. < 7
"“Not all businesses wl]‘lb‘nlie

: ¥
those that are extremely’ vi-
able,”Mathebulagaid. .~ ™
= Eligible husinesses would in-
clude cafes, supermarkets and
tuck shops; transportation,
trucking (no taxis), franchifing,
and co-operative businesses.

- In rural areas '
would concentrate on busiriess-
es specialising in import and ex-
port, and subcontracting to gov-
ernment and the public sector.

s S e e vl l
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Mathebula called upon ‘ap-
% | plicants to submit a etailed
“X’fj usiness plan.

% “Those that did not have a
3 | plan would be provided with

this service by the council’s Za-
kheni-Tkageng business divi-
sion, hesaid. - - g

. Medium-sized business p
posals would be considered on

the basis of the fund assuming a

majority shareholding in a joint
rce | venture operation with jthe
off | entrepreneur.” & i ., 7

e - s




National Empowerment Fund will be phased in this year, promises ministry

R4bn to assist small businesses

Ncasa HLOPHE

Johannesburg — The National
Empowerment Fund (NEF),
which would have an estimated
final seed capital of more than
R4 billion, would be phased in
this year to help small business-
es, Phumzile Mlambo-Ngeuka,
the deputy trade and industry
minister, said yesterday.

_She said the fund would be
created through a bill to be put
into effect before the end of the
year to complement a broad
upliftment programme for the
small-, micro- and medium-enter-
prises sector (SMME).

The fund will provide equity
finance for the sector and operate
the same way as Johnnic's
Tkageng and M-Net’s Phuthuma
share schemes,

The fund is to be created with

proceeds from a pg;tigcion

programme involving more than
five state-controlled enterprises:
Airports Company of South
Africa (Acsa), Aventura Resorts,
South African Alr-
ways (SAA), Alexkor
diamond mine and
South African For-
ests Company (Saf-
col), which are all at
different stages of
privatisation.

The privatisation

‘A new
relationship will
be brokered
with banks to

) ifal]

tendering and procurement
process, which continued to stifle
the development of the SMME
sector:

“We are in the
process of setting
procurement targets
for each government
department and (are
selecting) an om-
budsman to monitor
the programme,”
she said. “We will in-

of two other para- boost micro crease the tendering
siatals — Telkom . ¢+ advice centres from
and Sun Air — has sector Iendmg the current 11 to 30

been concluded.
Mlambo-Ngcuka said the
programme for the year included
access to markets, finance, and
legal and non-financial support
for the secton
The department would clean

this year to expand
our reach.”

Mlambo-Ngcuka said a new
relationship would be brokered
with banks this year to boost
more lending to the micro sector,
and new financing instruments

94

would be created for franchise
and tender opportunities.

The department would also
intensify the penetration of Khula
Enterprise Finance, the financing
institution which disbursed more
than R22 million in loans and
R99 million in credit guarantees to
over 700 entrepreneurs last year.

A team of 15 experts has been
set up to look into legislation that
is hamstringing the development
of the sector:

“Such laws as the Usury Act,
Banking Act, Insurance Act and
the credit bureau will be re-
viewed to ascertain their impact
in blocking the sector,” she said.

She said the programme
would be underpinned by a new
relationship with local govern-
ments which had been brokered
in last year’s National Small
Business Conference.
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Empo

Robyn Chalmers

GOVERNMENT's long-delayed na-
tional empowerment fund is set to kick
off in September with up to R2bn in
assets from the partial privatisation of
entities such as Telkom, Sun Air and
"the Airports Company.,

Public enterpriges minister Stella
Sigeau is close to finalising legislation
setting up the fund, which is designed
to give previously disadvantaged com-
munities a tangible stake in main-
stream business. S

A steering committee advising Sig-
cau proposed that a: predetermined
percentage — about:10%.— of each pri-

. vatised parastatal -bé sold into the
fund, Units in the fund would be of-
‘fered to trade.unions; small black-

Houmad businessed dhd Tural communi-

~uies-at ‘a»égnsiderdble discotnt. The

fund’s investments wonld be directed
by %rivate sector portfolic managers,
ublic enterprises ?okesman Wan-
: dile. Zote said yesterday government
had invited applications from market
research consultants to the fund’s
steering committee, “We hope to have
legislation on the fund before Parlia-
ment in the coming months.”

the fund would be structured in three
separate trusts. The bigfest; would be
an investment trust holding most of
the fund's portfolio, Seed capital would
come from government, and it would
alsgrely on investment returns.

+The second element would be a joint
venture between government and the
Independent Development Trust. It
would.acquire equity holdings in small
and meditum-sized enterprises held by

o e e T

wert

set to.

%24]5{)48' .

. A steering committee member said

ko et

wh oy
'

C |
disadvantaged c'ommug@

The third-leg would offer e
stakes in restructured parastatals to
black-controlled companies. Cash
raised for thig “warchouse fund” would
be transferred to the bigger invest-
mentfund, - ol

Ways for cash-strapped -South
Africans to-participate in the furid are
being examined. They may include
low-interest loans, interest-free salary
advances and delayed payments.

Government is also setting up an
employee . shareholder option pro-
gramme -which has been negotiated
with trade unions. Sigcau said last
year that employees of privatised
Earastatals "would" have the right to

uy shares worth R10 000 in their com-
panies at adistount.

. Trade angd:
Erwin Said réd
fund aimed to raise more than Rdbn
over the next few years for the promo-
tion of small and medium-sized busi-
nesges; He said at least R1bn would be
transferred into the fund this year, but
1glovernment officials said this could be

1
P

uity

igher. Much depended on the amount

received for the initial 20% stake of the
irports Company which is up for sale.
ote said the fund would buy at a
discount an allocated percentage of
shares from each parastatal.

Without discounts a 10% stake in
Telkom would total R1,8bn; a 15%
stake in Sun Air would amount to
R7,5m and 10% of the Airports Com-
pany was expected to bring in a min-
mmum of R200m. Other parastatals up
for sale this year include holiday resort
company Aventura, the SA Forestry
Company and SA Airways.

Sndushry, Minister, Alec.
Shtly the STPOR Srmtat




——

« THABO LESHILO
lack empowerment 18 ot to
Bhe closely supervised in
light of the view that the
process has lost direction, bean hi-
jacked for personat gain and s
being deliberately sabotaged,

Spurred by Mzl Khumalo's
tribulations at JCI, the Black Man-
agement Forum (BMF) is spear-
heading a move by black business-
men and professlonals to set up a
commission on black ecenomic
empowerment, They want to bring
arder to what Phinda Madi, an
author and entrepreneur, calls “an
apen frontler where evarybody
does whatever he Hkes and calls it
black empowerment”.

The BMF s leading the process
on behalf of the Black Business
Council, a lohby that incorporates
the National Afrlcan Federated
Chamber of Commerce and Indus-
try, the Foundation of African
Business and Consumer Services
(Fabeog) and saveral other profes.
w,gip%al d business bodles,
¢ n the government seems
unimpressed by the shenanigans
of same so-called proponents of
black empowerment,

Mac Maharaj, the minister of
transport, accuses many in the
black empowerment fraternity of
ingratitude, He points out that
they do not hesitate to accuse the
government of failing to advance
black empowerment while they
have multimillion-rand business-
es made possible by the govern-
ment — throeugh its favourable
procurement and tender policles,

He says others are guilty of a
“fish-and-chips mentality”, They

government’s tender and procure.
ment policies in an sttempt to pre-
vent others from benefiting — ltke
the corner-shop owner who would
not tell others how he acquired his
H to avold competition

In Madi’s view, the present
black economic empowerment

danot share information about the .

BLACK ECONOMIC EMPOWERMENT

trive occurs tn an “Ideological
vacuum"” because of the chasm
between pre-liberation soclalism
and post-Hberation capitalism.

The idea of a commission wag
adopted at the BMF’s annual gener-
al meeting in November. The group
met again this month to decide the
commission’s composition,

Jimmy Manyi, the BMFs man-
aglng director; says: “There 1s still
no real black empowerment In this
country People are being used for
expediency. People are fed up with
being used in this hype called
black empowerment.”

He says the comumisston, which
will comprise black businessmen,
professionals, academics, the
Inbour movement and politicians,
will formulate a philosophical
base for black empowertnent.

Manyi says the commission,
expected to be in place by the end
of April, will draw up a blueprint
of the criteria that every black
empowerment exercise should sat
fsfy — in terms of equity, control,
munagement expertise and the
quality of assets.

"All the criterla have to be

‘m

setisfled. You may satisfy the first
three but if the assets are of a poor
quality, you are just wasting your
time and there will be no real
black economic empowsrment,”
Manyi says. v
He says it is imperative the
philosophical basis of black em-
powerment be a correct one. “We
need to understand that South
Africa has a unique apartheid
background which impoverished
black people — both materialiy
and psychologically
“On the psychological level,
blacks have problems with one an-
other. For example, black man-
agers experience more problems
with black subordinates than
white subordinates,” Manyi 8ays.
“Also, blacks do not support
black business. If a white person
opens a shop in Soweto, ft will be
supported. But if a black person
opens a shop in Sandton, it will be
forced to close within a month be-
cause even blacks won't support it
David Moshapale, the execu-
tive director of Fabeos, says: “Let's
look whether we can come up with
& philosophy for black econoinic

empowerment that everybody will
understand. It {5 time for us to
define things so we fully under-
stand what is expected of us.”

He says real black economic
empowerment should lead to Job
creation and the development of
the community, rather than
instanf wealth for a few elites

“No deal must be seen in isola-
tion, The whole thing 15 not only a
personal matter: Although profit is
definitely the motive, there are
other things such as training, ab-
sorbing new graduates and skills
development which have tobe con-
sidered,” Moshapalo says.

Black econornic empowerment
should be about redressing the im-
balances between blacks and
whites caused by aparthetd, Manyi
says. The process must be time-
bound and, where necessary, in-
clude a skills transfer programme
to ensure that blacks, who were
deprived of educatlon and mapn-
agement skills, are equipped to
handle economic opportunities,

“The agenda has to be a black
agenda. The process must be di-
recied and focused to ensure that

Management forum leads call for commijssion

er(pr) 2 /p14¢  (70)

black people ave actunlly empow-
ered, There 15 no room fby expedl-
ency and hidden agendas,” hesays,
Most impertantly Manyi says,
any black empowerment exeretse
must have a trickle-down effect and
benefit the community “We have
an obligation to uplt and share
with others. If not so, then it is not
black economtc empowerment.”
But this is tiot to criticise those
black entrepreneurs who enrich
themselves, “We don't want to dis-
courage people from becoming
millionaires, That, however,
should happen under any other
name bul that of black economic
empowerment. Black empower-
ment attracts the obligation to
benefit others. It i3 a very emotion.

- alterm which creates hope among

people,” he says.

Manyl does not agree a sepa-
rate law must be passed to regulate
the process. He sees the Employ-
ment Equity Bill as a cruelal inter-
vention by the state In the promo-
tion of black empowsrment.

He says the BMF wants the
bill's definition of equity to be
broadened to include shave owner-
ship in companies.

“The bill is a fundamental tool
of transformation, If we are {o
avoid what happened in Zimbab-
we, the law must quickly see the
light of day Otherwise, this coun-
try is under serjous threat of
revolt because of the high percent-
age of have-nots,” Manyi says.

He says equity must be defined
to include more than just a compa-
ny's management profile but must
also reflect the level of black and
employee share ownership.

Likewise, Madi wants the gov-
ernment to be strict when evaluat.
Ing compantes that elaim to pro-
mote black empowerment in an
attempt to win government ten-

"ders, “Every allegation that a com-

pany ntakes that it has black part-
ners and managers must be
supported by documents to prove
its claim,” Madl says.

-_—
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Cosmetics project
creates 16 000 jobs

AVROY Shiain Cosmetics’ R1 million
investment in selling its products directly
to black townshnps has created more than

16 000 job opportunities, '
RUC, PIC DY
Skllls d Lrammg oppoTunities”have

also been wransferred to emerging black
women entrepreneurs, says the company’s
sales manager, Zuko Tofile.

Avroy, which Tofile says is Scuth
Affica’s largest direct marketing company
for cosmetics and skin care products, also

wanis to franchise its bouthues to local

entrepreneurs.

Tofile says the | pnmary aim of the pro-
ject is to recruit and train consultants who
will then promote the products on their

So far more than 16 000 people are
involved in selling Avroy’s products
throughout the country. -

" Tofile says because of the difficulty in
finding premises to operate a business in
the townships, his company converts con-
tainers o use for boutique franchises.

“The first container of that nature was
set up in Soweto and the business notion
has spread like wildfire to ‘Tembisa,
Alexandra, Katlehong, Voslonrus and
Benoni,” says Tofile, - - ~ - 5p 0w

” “Many women in townships have suf-

* fered some sort of abuse. On occasion this
-, abuse results from financial dependence

- “That is why our company is giving

‘women the opporfunity to make money

IR T; - skl
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SBDC investsR35,5m

- Sha-reen Singh

' THE Small Business Development
Corporation (SBDC) has invested
R35,5m in small and medium enter-
prises (SMEs) in 98 deals during
February alone, the corporation sai
yesterday.

SBDC assists SMEs through equity
participation in their business ven-
tures and through loan schemes. The
bulk of the amount invested in Febru-
ary went to the tourism industry and
related activities.

The corporation invested R22, 4m in
83 deals for the same period last year.
MD Jo Schwenlke said the increage was
related to the corporation’s now busi-
ness strategy. The SBDC decided in
1996 tb become a private equity cal}:ital
financier to small and medium busi-
nesses, a move from its previous role as
amoney lending organisation.

Schwenke said the February figure
was in line with SBDC’s 1999 financial
year end projection of investments of
about R350m.

He said the SBDC would consider
changing its name at its annual gen-
eral meeting in August to elevate its
profile as a private equity company.
“People still see us as a corporation

in small businesses ()
| which provides fll?(Q ?o[/bv q%

ry small
businesses, They mistake small with
micra. We invest in formal sector busi-
nesses with a turnover of up to R100m
ayear.”

The SBDC had provided 30% of its
total equity capital investments in the
current financial year to black busi-
nesses. This figure would increase to
36% in the coming year. “Equity fi-
nance for black business was a compet-
itive arena. There are several other
players and there is no shortage of cap-
ital there,” Schwenke said.

He said investment in the tourism
industry was commercially viable and
helped job creation. The tourism indus-
try in SA wag thinly spread and pre-
sented a good opportunity for profits.

The SBDC’s investments in the
tourism sector included restaurants,
guest houses, bed and breakfast estab-
lishments, tour operators, curic manu-
facturers and retailers, hiking and rid-
ing clubg and food vendors.

Investment in hotels took up 41% of
the R35,5m and bed and breplkfast
establishments took up 40%.

Last month, which was a shorter
month owing to the year end break, the
gBa]I)C invested R21m in about 42

eals,

i
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Business Reporter

SMALL businesses are expected 1o
benefit from the construction of the
R1 billion N4 tollroad scheduled to
begin in Mpumalanga next month,
marking the first phase of the Maputo
Corridor development.

Mpumalanga economic affairs
chief director Coleman Nyati said
the international Trans Aftica
Concessions (TRAC) consortium,
which was awarded the contract, had
allocated R33 million of the equity in
the tollroad project to a black
empowerment consortiun.

Although the consortium is hav-
ing difficulties raising the finance,
the province has convinced the
Commonwealth Development
Corporation to hold the equity on
behalf of the consortium until it has
raised sufficient funds.

to b/egeﬁt small business
) 2/3[7€

The TRAC has also awarded
R150 million in sub-contracts to
small, medium and micro enterprises.

“To aid these emerging contrac-
tors, the TRAC is also setting up two
training centres along the N4 to train
people in the specialised skills neces-
sary to keep construction standards at
an international level,” Nyati said.

The teaining centres will be estab-
tished in Machadodorp and Matsulu.

Nyati said the construction of the
toll road was a result of almost three
years of intense political and finan-
cial lobbying by the South African
and Mozambican governments.

The 30-year contract is expected
to save the state at least R2 billion in
road maintenance costs.

Although the new toll road will
largely follow the route of the exist-
ing N4 from Middelburg to
Komatipoort, a significant detour has

been proposed through  the
Schoemanskloof, as well as the con-
struction of 21km of new road near
Malelane.

In Mozambique the tollroad will
require the construction of 70km of
new road between Moamba, roughly
40km from Komatipoort, to Maputo.

The Mpumalanga government has
yet to finalise the two proposed toll-
gates planned for the province. It has
encountered resistance from business
and taxi organisations to a gate
between Witbank and Middelburg.

The Malelane council has also
expressed concern about plans to
locate the second tollgate near the
jown, which serves as the business
centre of the former KaNgwane
homeland.

The council is scheduled to meet
Mpumalanga Premier Mathews
Phosa on Friday to resolve the issue.

Campaign to start small business database

A DATABASE of small businesses in
Soweto will soon be available if a
campaign of the Johannesburg
Chamber of Comumnerce and Industry
(JCCI) and the Soweto Hardware
Owners Association (Shoa) to com-
pile it succeeds.

The database, a who's who of the
sprayling township, according to
JGQLcoordinator Seipati Mrwebi,
will Help with the development and
enhapcement of contacts between

small and big businesses.

Mrwebi said there were many
small businesses that were competent
but their whereabouts was unknown.

The database would assist in trac-
ing capable entrepreneurs, since pro-
jects such as post offices and many
others will soon be undertaken
throughout Soweto.

Businesses wanting to be listed
on the database do not necessarily
have to be registered companies.

They may be informal businesses
or formal small contractors who have
experlise in various fields, including
carpentry, building construction,
clectricity, cleaning, sewing, garden
services and catering. .

For more information, or if you
are interested being lisied on the
database, contact Mrwebi at JCCI on
(011) 726-5300 or Nonhlanhia of
Shoa at (011) 982-1366. — Sowetan
Business Reporier. j
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BMR which focused on how micro
retanlers persnst and even grow under
condmons in which formal sector
businesses are hard-pressed to sur-
vive.

“It. said approximately 70 percent
of black micro businesses are concen-
trated in commerce and trade. Of par-
ticular importance in this regard are
gpaza shops, defined as small retail
home enterprises engaged in the trad-
ing of consumer goods.

BMR said of the estimated 970
spazﬁs in Tembisa, 576 or almost 60
percent, are located in the formal res-

1dent1a1 argas, amounting to a densﬂy .

Because of their smaller size, the
majority of spaza shops are estab-
lished with start-up capital of less
than R1 500.

In the formal residential areas
more than one third of the spazas
started with R400 or less.

. The survey found that although
spazas are survivalist enterprises,
empirical evidence shows spazas
becoming not only a permanent phe-
nomenon on the South Aftican eco-
nomic scene, but are also becoming
more sophisticated and more closely
linked to the rest of the economy.

‘7‘!}“' . ':‘5-‘{\54
lm;ﬁd@?\ " 3.
m“?m«mxﬁmmxm 23 ‘:
¥
b1 le 1n SA_ , /qg
By Sowetan Business Reporter gfalfgsp roximately one spaza per 47
SOUTH Africa’s informal micro ‘The survey says 367 spazas in the
retailexs constitute almost one quarter - informal areas constitute a higher
of total retail sales, according to the  density of one spaza per 37 stands.
University of South Africa’s Bureau The spazas on hostel sites represent
of Market Research (BMR). only 2,8 percent of the total number
However, total sales of micro of spazas in Tembisa.
retailers are almost one and a half It also found that products such as
times larger than the combined cool drinks, bread, beer, paraffin, cig-
turnover of the big three retail groups  arettes and mealie meal have the
in South  Africa, Shoprite- highest turnover.
Checkers/OK, Pick 'n Pay and Spar. It says this confirms that products
The chainstores had turnovers of traded in spaza shops are largely
about R16 billion, Ri0 billion and R6  those satisfying people’s daily and
billion in 1997 respectively. emergency consumer needs and those,
The findings are from a survey of  that are available in small quantities.
spazas in Tembisa conducted by g rt-up capital a
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Raising the ¢
of the sel/f-sec

RESEAR by the publication
Findings has found that the high level of
poverty combined with sfow economic
growth in the formal sector has forced 5
large part of the population into altemna-
tive forms of employment in Africa,
Findings found that many people
in African countries are resorting to
self-employment and informal activi-
ties. The publication says the chal-
lenge in Africa is the establishment of

of capacity in the financial sector, '

drawing lessons from internaticnal
experience in the micro and smal
enterprise sector. ’

This, it adds, could be aided by by
a diversified financial sector capable
of meeting the full range of demands
for financial services, -

In an underdeveloped region, rais-
ing the capacity of the self-employed
and rural poor to sustain the econom-
ic activities essential to their survival,
is equally important.

According to Findings, the deep-
ening problem of access to finance
and poverty alleviation, has prompted
the World Bank Africa to adopt a
strategy to increase access to financial
services by small enterprises and low-
income households by addressing
areas such as:

® Fundamental issues — these can
be tackled by focusing on policy reg-
ulation, regulatory framework and
legal aspects to allow the develop-

-

i

ment of mnovative findncial institu-
tions and instruments; .

® Innovative approaches — lend-
ing and other products that the World
Bank can use 1o increase access to

- financial services; and - Lo
" @ Institution building ~ exposure

10 and training the best practices and
standards of performance that banks

. and microfinance institutions need to

expand their outreach and develop
‘sustainable operations; support for
capacity building, o
The Findings report, while
acknowledging that common princi-
ples apply to developing financial
.Systems that serve the majority of
African populations and businesses

" that Jack access to banking services,

says the strategy differentiates
between the financial and develap-
ment needs of micro-enterprises,
small and medjum scale enterprises
(SME’s) and rural households,

Under microfinance development,
the Findings report identifies the very
small savings and credit transactions
of generally low-income households,
especially for micro-enterprises,
which include self employment and
firms with less than five to 10 workers.

Findings found that these activi-
ties typically generate littie growth of
paid empioyment but do alleviate the
severe unemployment that threatens
the sorvival of the poor.

apacity |

' "Utiger ge SME ﬁnam;e develop-

ment, the publication says the SME
sector represent “firms” with 50 1o
100 workers. These differ from
micro-enterprises in that they require
long-term investment capital as well
as short- term working capital.

Findings says the World Bank
potentially has an important role 1o
play in facilitating dialogue with
commercial banks to encourage them
to éxpand their small business portfo-
lios in exchange for project assistance
to implement promising mechanisms
such as credit scoring, leasing instru-
ments and portfolio gnarantees,

On the rural financial markets, it
says, while numerous aspects of devel-
oping rural financial services corre.
spond to microfinance, particularly
problemsihmm!areassuchasseason—

_ality of savings and high delivery costs,

- The report advocates a regulatory
framework that will facilitate the
emergence of a wide range of financial
intermediaries, including  village-
based activities outside the legal
framework. .

1t also highlights capacity building
and the introduction of innovative
pilot programmes 1o improve the sus- |
tainability of rural financial instite- |
tions by mobilising and intermediat-
ing savings within rural communities
and to protect against risks associated
with agriculture-based £conony,

"
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Outsourcing gaining ground

in SA as firms
: ) j0/? 4¢

SAcompanies haveon

OQUTSQURCING can offer significant op-
portunities for new local business ventures..
Nonecore activities — cleaning, catering, in-
formation technology (IT), recruitment, de-
livery or trangport — are increasingly being
put out to tender on a contract basis, af-
fording management the time to concen-
trate on activities which directly affect the
bottom line.

Business consultant Richard Bosworth
says outsourcing reduces overhead costs
while removing from the company those op-
erations not adding value to customers, The
outscurcer also brings into the organisation
added value in its speciality by being in
touch with the latest technological exper-
tise and advances.

In the current business environment of
conglomerate unbundling and black eco-
nomic empowerment, outsourcing provides
significant opportunities for new small and
medium-scale business developments.

The MD of Molope Foods’ food division,
Richard Grantham, says only 10% of SA
gervices -are outsourced, compared with
90% in Canada.

However, tighter margins and interna-
tional competition are forcing local compa-
nies to consider the most productive way to
deal with noncore activities.

A black empowerment company listed in
Novermber, Molope was formed by the amal-
gamation of service specialists and is active
1n food production, industrial catering, bak-
ery, hostel management services and mine
vamping and cleaning.

Recently the group reported a 206%
growth in attributable income to R30m in
the first six months of operations, prompt-
ing chairman Cyril Ramaphosa to say the
group was “fast becoming a significant play-
er in the economy, as business increasingly

]

gra%gbeneﬁt

by
i

ecently begun outsourcing their &
noncore businesses to specialists, although the practice has :g(
long been accepted internatiorially, writes Nicola Jenvey

Ifg
i
e

outgourced noncore activities”, I
. Société Générale Frankel Pollak ghalyst
$Winston Monale says medium andjlarge-
%.scale corporations tend to outsource” pheir
+IT needs, leaving significant — hut unspeci-
fied — growth opportunities for the likés of

Persetel @ Data and Dimension Datal..-
He says outsourcing IT — a field/where
skilled persennel are in short supply inter-
natibnally ‘nd dramatic technologicpl ad-
vances are$requent — is the logicaljmove
for most companies. The risks ass
with IT fraud and corruption are asgymed
by computér specialists and their ¥carce
skills are utilised to the economy’s long-

term benefit. AN
Fedics CEO Peter Quinn says only 27%
of public-sector food services are catered ex-
ternally and there is a gradual move to-
wards outsourcing among state hospitals,
schools and the SA National Defence Force.
However, outsourcing is a form of pri-
vatisation, and Bosworth warna that, espe-

.+ cially within government and parastatals,

' the opportunity to supply the service must
be offered initially to those already. em-
ployed in-house for that function. i

Last week’s deal between the fleet man-
agement and fuel card operation Wesbank
First Auto and the national transport de-
partment highlighted government’s finten-
tion to outsouree various responsibilities.

In a three-year contract worth B750m
yearly, Transport Minister Mac M ﬁaraj
awarded the First National Bank division
the maintenance of government’sfleet.!s

Bosworth says trade unions ghould see-
outsourcing as an opportunity for, devilop-
ment of small as well as medium-gcale busi-
nesses, Jobs can be realigned across a wider
base of employers and activities rather than
lost to the economy.
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‘ BUSINESS EDITCR

Johannesburg — Liberty Life,
the country’s third largest life
assurer, and Murray & Roberts,
the construction company,
announced black empowerment
deals worth R600 million yester-
day.

Liberty Asset Management
has formed a joint venture asset
management company with Kag-
iso Trust Investments (K'TT), the
empowerment company, called
Kagiso Asset Management,

Roy Andersen, the chief exec-
utive of the Liberty group, said
Liberty Asset Management
would transfer R500 million to
the new entity for management,

Later yesterday, Murray &
Roberts annotnced it had sold its
controlling stake in six construe-
tion products companies to
Kgapa Ya Dikgapa Holdings
(KYD), an empowerment group
led by entrepreneur George
Msibi. The businesses have a net

R'6'00ni1 m' | empow

Ti8) /2

DEAL-MAKERS Eric Molobi of Kagiso and Roy Andersen of the Liber-

ty group wnveiled their joint plan yesterday

asset value of R100 million.

Andersen said Liberty needed
the joint venture with KTl to help
it tap into new business from
pension and trade union funds.

Eric Molobi, the executive
chairman of KTI and Kagiso
Asset Management, said K11
needed Liberty’s expertise to
make it a significant player in
asset management.

Kagiso Asset Management

PHOTO JOHN WOODROOF

will start operations next month.
The parties have invested R3 mil-
lion in the new company;

Msibi said the six companies
Murray & Roberts sold to KYD
would be merged into one busi-
ness called KYD Steelwood
Africa, Murray & Roberts would
retain a 25 percent stake, KYD
30 percent, FirstCorp Capital
Investors 25 percent and manage-
ment 20 percent.




Scheme to

boost small

10/3/%

basin

€SSeS.

Innovattve initiative will be funded
by the European Union

By isaac Moledi . ".

rsT National Bank (FNB) and

Khula Enterprise Finance are

launching a new financing scheme

today at Gallagher Estate to make
about R17 million available to small and
mediumn enterprises.

The Small Business Creation Scheme,
an innovative initiative announced in
Johannesburg last week, will be funded
by the Burcpean Union.

A trust comprising representatives of
Khula and FINB has been formed to con-
trol and monitor the scheme’s activities.
The trust will also report to the European
Union on progress.

FNB has been given the task of man-
aging the scheme’s day-to-day adminis-
tration, while FNB, Wesbank and FBC
Futurebank will be participating banks.

The scheme incorporates a collateral-
replacement indemnity fund and a techni-
cal assistance fund,

“The technical assistance element
enables the aspirant entreprencur to
access funding for business planning, as
well as feasibility studies and capacity
support,” says FNB spokesman Philip
van den Heever,

He adds that it allows for the entrepre-
neur to be trained in how to run his busi-
ness.

“To ensure commitment towards the
project, a contribution towards the cost of
these various forms of support will
nonetheless be required from the candi-
date,” says Van den Heever,

The indemnity fund has been created
to ensure that viable and sustainable busi-
nesses — in view of theit importance to
the economy - are not prevented from
being launched because of a lack of col-
lateral security.

“The fund is thus designed to act as a

surrogate for the collateral that would
normally be required by a financial insti-
tution,”

However, the bank is only partially
protected from loss, ensuring that its loan
criteria remain judicious.

The basic fund amounts to R17 mil-
lion. However, the gearing effect will
ensure that this figure generates millions
of rands in loans and thousands of jobs.

Khula managing director Sizwe Tati
says: “The multiplier effect on the econo-
my and Gear will be significant. It is
anticipated that loan sizes will range from
as low as RS0 000 up to R1 million.

“The scheme is designed to encourage
value-adding enterprises such as manu-
facturing, which create valuable employ-
ment opportunities.”

To qualify for the scheme, the appli-
cant will have to show that his business
proposal is viable and sustainable in the
long term.

The entrepreneur must also have the
capabilities, experience. and expertise to
tun the business successfully.

Lending standards

“Lending standards are not being reduced
in any way — the aim is to enhance access
to collateral and other allied support
mechanisms,” says Tati.

He says appticants should preferably,
“but not exclusively”, be from a disad-
vantaged background and qualifying
businesses should be profit oriented,
independently owned and economically
viable.

Businesses should be located in South
Africa, with a sales turnover not exceed-
ing RI0 million and a staff of less than
200 people.

For more information contact Khula’s
Sizwe Tati at (011) 807-8464 or FNB's
Philip van den Heever at (011) 371-8604.
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Black business
embraces

the budget

>

- Jji] inister of Finance Trevor
Manuel's copy of the 1998/

1989 budget speech was a

prize attraction this week at a lavish
banquet for South Africa's top black
businesspeople who gathered to toast
Manuel and the country’s foremost
black entrepreneur, Cyrdl Ramnaphosa,
The document — which included

Marion Edmunds

scme gentle tax cuts for the richest -

of the rich — was auctioned to the
highest bidder, Natlonal Empowet-
ment Corporation chair Mashudu
Ramano, for R60 000, while Rama-
phosa dellvered the keynote address
on black empowerment.

The oceaston, organised to ralse
funds for the African Natlonal Con-
gress, served to underline yet again
the support the ANC-led government
enjoys from black business, the so-
called “patrictic bourgeolsie”.

While the ANC's alliance partner,
the Congress of South African Trade
Unions, poured scorn on the budget,
black businesspeople smbraced the
government’s spending plans, back-
ing Manuel's hardline stance on fis-
cal discipline, his strategy tolimit so-
clal spending and his determination
to stick to the principles of the
growth, employment and redistribu.
tion strategy.

Former Gauteng premier Tokyo
Sexwnle — now an international dia-
mond businessiman — says Manuel's
budget is * very positive”, particular-
Iy as itencourages foreign nvestment.

"The continued tight fiscal con-
trols are a good thing as the forelgn
investment community is very care.
firl about how a government handles
its own funds. However, at the same
time, the budget is seen to be pecple:
sensitive with no increase of value-
added tax (VAT).”

Sexwale says the government's
plan to tax the demutualisation of
Sanltam and Old Mutual is a “clever
move”, because it means it has am-
munition for the Presidential Jobs
Summit later this year,

Moss Mashisht, CEQ of Moribo
Letsure Limited, says he belleves
black business will be comfortable
with Manuel’s budget. “I am gener-
ally satisfied with the budget. Manuel
had a difficult task in that he had to
handle competing demands, but he
achieved a credible and sustainable
budget. It's a tough budget, but it is
far better to go hard on fiscal disei-
pline and I am quite satisfied that this
1s the route the country needs to go.

“The greater provision for eduea-
tion, policing and heatth is good, as
well as the reduction of taxes for low-
er income earners, His tax on petrol
is amajor problem and it may reduce
gains of the lower Income groups.”

Mashishi says he backs the demu:
tualisation tax. "It is fair, currently
glven the imperatives of the govern-
ment, because the root of the matter
is that we donot have enough money
and South Aftica, both corporateand
personal, is taxed to the hilt, so how
do you get more? We certainly donot
need more VAT because the cost on
individuals is already high,” he said,

Maurice Radebe, & prominent
black businessman in the ofl sector,
believes Manuel could have done
more for black empowerment. “It'sa
sad omission that the budget does not
highlight the issue of black empow-
erment and is not promoting em-
powerment actively.”

However, Mustaq Bray, chair of

Sproading the word: Parliamentarlans take note of Trevor Manuel's

budgat. PHOTOGRAPH: RODGER BOSCHIAFRIKA

Brimstone Investment Corporation
Limited, says he believes the gov-
ernment is doing enough to promote
black business, and it was up to
this sector to seize the opportunities
the climate for black empowerment
created.

“Tts not a bad budget considering
that the government i3 serious about
expendititre, especially now that they
have a three-year plan. I grew up with
Manuel in the Western Cape and he
is doing a great job, with his whole

team. The International Monetary
Fund has recognised him asone of the
best finance ministers in Africa”

Bray was supportive of Manuel'a
moves to erack down on tax evasion
and corruption in government.

Ayanda Bam, executive chair of
Kuyasa Mining, was also supportive
of the budget, citing Manuel’s deter-
minatton to clamp down on tax
dodgers as particularly admirable. He
also praised Manuel for presiding over
the drop in the country's deficit.

-
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Free ente
legislati

'to be passe

GOVERNMENT FUNDS, includ-
ing those derived from the sale

. Of state assets, will go to take

free enterprise ‘to the people’.
DONWALD PRESSLY reports.

- EGISLATION to bring free enter-
prise “to the people” through the

romotion of small business is set
to pass through the parliamentary

. processes shortly.

A bill to set upa national empower-
ment fund is expected to be fined-
tuned before it is put to the Cabinet in
the next two weeks, Co
" It will then be presented to Parlia-
mént, where it will be subject to public
hearings in the trade and industry port-

.| folio committee headed by ANC MP Dr ,
. Rob.Davies,
* According to trade and industry

department spokesperson Mr Kanyo
Gquly, negotiations are being conduct-
ed by Trade and.Industry Minister Alec
Erwin, Posts and Telecommunications
Minister Jay Naidoo and Deputy Presi-
dent Thabo Mbeki on how the fund
will help smail business development.

Tt is expected to include “a telecom-
munications element”, but more
details will be announced later.

The fund will be set up in terms of
the National Empowerment Fund Bill,
Trade and Industry officials emphasised
that this would be distinct from anoth-
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er “job-creating” fund referred to by
Finance Minister Trevor Marel,

That fund, the Umsoboravu Fund,
was described in last week’s Budget by
Manuel as “one instrument” that the
government would offer at the presi-
dential jobs summit expected to be
held later this year. o

Finance department and trade and
industry funds will be used to promote
job creation in different ways, ~ -

Gqulu said the aim of the trade and
industry legislation was to provide eco-
nomic and social upliftment among
the disadvantaged. It will include an
“equity element” which will help the °
disadvantaged with start-up finance.

The fund, which will function on'a
commercial basis, will receive much of:

Pl ralii
i

S/

 ts funding from the sale of state assets.-

This was to ensure that the process
primarily benefits the poor. Among the
assets scheduled to be privatised is the
South African Airways,

Savings from the community, how-
ever, will also be encouraged through
an equity fund as well as a unit trust
fund — to be called the Lefa Trust.

The Trade and Industry department
with provincial departments of eco-
nomic affairs, trade and industry will
help to educate the poor about saving,

The fund will be used to set up
micro-, small- and medium-sized enter-
prises, — Parliamentary Burean
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Labour costs of new /a

Frank NIXumato

LABOUR EDITOR

Johannesburg — The cost
impediments imposed by many
of the provisions of the Basic
-Conditions of Employment Act
would make small businesses
uncompetitive and possibly
cause many of them to close
down or avoid the law, the Small
Business Project, a consultancy,
said yesterday.

Compared with existing costs
of employment, the provisions
for cutting working hours from
46 hours or more to 45 hours, the

new rates for ovértime
and-a-third to time-and- a-half,
increased family leave and dou-
ble pay for Sunday work raised
labour costs by between 32 per-
cent and 55 percent.

The consultancy said an
inquiry into the effect of the act
on smatl enterprises should at
least make legislative conces-
sions for the small, medium and
micro enterprises sector:

Keith Herrmann, a spokesman
for the consultancy, said the
labour depariment had commis-
sioned Ntsika Enterprises to

| conduct the inguiry

bad S
A5 /3 / 30

rmann sald Nfsika Tad
already begun its work and would
be working with a Dutch group.
He said Tito Mboweni, the
labour minister, had appointed a
task team to review the impact
study, make recommendations on
whether and how the law should
be changed, what sectoral deter-
minations should include and

“what variations should be made.

A spokesman for the depart-
ment said phase one of the act —
which included chaptets 6, 8 and
9on child and forced labour; earn-
ings threshold for working time,
sectoral determinations for non-

business’

argaining council sectors and
the Employment Conditions
Commission, which replaces the
old Wage Board — had been
promulgated last Saturday.

The department said the rest
of the act would be promulgated
between September and October
this year.

A case study by the
consultancy on the operational
viability of a small, food retail
franchise showed that annual
labour costs under the new act
would increase markedly from
those under the provisions of the
old act.
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‘A NEW organisation
wad launched this week
to ¥ promote  electronic
commerceinSA, ./

The Electronic Com-
‘merce Association of SA
(Bcasa) aims to’ help®
;commercial, industrial
~and government organi-
lsations improve théir ef-

‘ficiency through the use

sof e-commerce.

i The term embraces s .
‘variety of transactions
wuch as consumer Inter-

-fiet shopping using on-
‘line ' credit-card pay-
“ments and business-to-
lbusiness transactions in-
«luding ordering goods,
Jssuing . invoices, cus-
itomer services and elec-
itronic-fund transfers. .

%+ Ecasa will act as the
iofficial mouthpiece , for
ithe industry and;shape '

‘futuitdevelopmentg. /G,

i #THe associatipn will * #

m:aﬁtﬁ,li,aisa, with govern-: .

inint and ' regulatory’
mthorities in order to

tidegislation - affect:

1

i

New forumto represent

) il T z # 5
fingé:-dommerce to create e

‘a Seture- and trustéd
senvironment in-which‘e- v
leommerce will be able to flourish.

i THeasa was firgt mooted in January
Iby the Information Technology Assoct-
iation (ITA), a body which formulates
istrategies for the information technol-
sogy industry. An ITA offshoot, the SA
Value Added Network Services Asso-
seiation (SAVA), already covered e-com-
‘merce, but members believed that a
special body was needed to guide this
‘growing technology,

i Michael Lamb, the chairman of the
‘agssociation’s task force, said Ecasa
‘would act as a national forum for e-
commerce and represent SA’s interests
‘internationally. Lamb called on com-
‘panies involved in technology to en-
‘tourage their best employees to work
‘on e-commerce initiatives for the ben-
sofit of the country. Together they could
{énhance SA’s competitiveness, he said.
.. Estimates for the ({)otential growth
Jof e~commerce ranged from the boldly
N i:timistic to the ridiculous, said Car-
goline de Cock of the information-
“economics department at Deloitte &
::iTot_xche. “A few interesting figures
‘{show an average 60% annual growth

LAMB

rate and a predicted revenue of $6,6bn
in the year 2000,” ghe said.

Of the 400-million projected Inter-
net users by 2000, 60-million would be
regular users of e-commerce, she said.

| The greatest growth potential lay in
business-to-business transactions,
said De Cock, However, growth would
depend on affordable and widespread
access to the Internet and a favourable
regulatory framework, Technical and
legal security systems were needed.

Potential members include e-com-
merce users, software houses, Internet,
service providers, value added network
providers and financial institutions.

The forum will offer advice and
practical assistance with technology
news, the interpretation of industrial
legislation, business documentation
and recovery of payments.

Members will also have Ecasa's
backing for arbitration in client/con-
tractor or labour disputes. Working
groups will look at legal issues, data
protection and privacg, the introduc-
tion of training and the creation of a
virtual chamber of commerce.
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“Jointbuisiness forum set
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CEEERC
?SA'A Business Forum, a Jointly owned nonprofit
company started by the Afrikaanse Handelsinstituut

" (AHBand black'business orgahisation Nafeoc, is due

to start operating by next month,
HI executive director Jacob de Villiers said yes-
terday the forum was in the process of appointing two
fulliime’ employees. R500 000 had been raised to
kick-start the forum, Funding had come from busi-
«nesses institutions, the AHT and Nafcoe members as
well agoutside sponsors. .
Forum chairman Joe Hlongwane said yesterday it
" would-concentrate primarily on education‘and train-
ing initiatives to enhance business and management
skills, co-ordinating funding for Projects and helping
graduates find'jobs. ‘ B
The fulltime head of the forum, who would be ap-
pointed soon, was white, but a black uqderstuc{)
would be appointed to allow a transfer of gkills. This
would also ensure that both Nafcoc's and the AHTPs
Perspectives were répresented. o
Villiers said the forum would not start buginess
ventiires on its own as that would mean:o

. Inean:compefing
with Nafcoe and AHT members, However}'{leiTela-
tionship between the two would strengthen theifica-
pacity'and bring theirindivi‘dualmember,'é together,
.“They had co-operated. on initiatives; inchidir
-trpining on the Laboui* Relations Act and’theé Basic
Conditions” of Employment Act, and ‘had;adopted
common positions st the N, ational, Economic,’] evel-
opmeit and Labour Cotineil on a nuinber of issies,
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REGIONAL SHOPPING CENTRES

ADELE SHEVEL

etail spending is declining and
Rsales at national retail groups

have been disappointing as con-
sumer debt mounts. Yet multimillion
rand shopping centres are being built as
' there is no tomotTow.

Only regional centres have bucked
the trend of subdued retail rentals. Re-
search by the NPL Group, a market re-
search company, reports there has been a
major shift in buying patterns away from
mega-shopping. The group says special-
ists are returning as consumers become
more discerning.

Mall of Africa, one of the three multi-
billion rand shopping centre develop-
ments proposed for Midrand, withdrew
its application recently, based largely on
doubts over whether there was a market
to sustain a developtnent of that nature.

But Allan Wallace, a director of the
Broll Property Group, says growth in
this market can be sustained. Regional
shopping centres have been the one form
of property investment which has shown
good returns, desplte low retail spending
figures. He says centres that do not refur-
bish will suffer.

Marc Wainer, a property consultant,
says the financial resuits posted recently
by, the big nationat retailers show their
businesses are no longer growing at pre-
vious levels. Growth is now closer to
5 percent or 6 percent a year.

He says the companies also face ris-
ing wage bills, increased water and elec-
tricity charges, and higher municipal
rates. These rises could be as high as
15 percent a year. “The big national re-
tailers may be able to factor increases of
that order into their budgets. (But) the
chances are that the smaller retailer op-
erating on business growth of 5 percent
to 6 percent annually cannot do so,”
Wainer says.

Entertainment complexes are being
developed on larger scales, Los Angeles-
based Leora Raikin, of Strategic Proper-
ty Research, says that if executed prop-
erly, entertainment centres can draw
crowds and generate above-average sales

and foot traffic. Internationally, enter-
tainment is viewed as a solution to many
old and dated centres,

But the consumer market in the US is
somewhat different to that in South
Afirica, Unemployment levels are low and
the economy is growing rapidly in the
US. South Africa has not met economic
growth forecasts and unemployment
digs away at every aspect of life.

Yet the growth in the number of shop-
ping centres continues locally Monex's
Century City outside Cape Town is one of
three “intelligent cities” being built in-
ternationally,

Monex says the other two are Putra-
jaya, the proposed new capital of
Malaysia, and Caracas in Venezuela.

Century City will use information
technology (IT) and telecommunications
to manage the city and to link those liv-
ing and working there.

It will provide access to IT-based ser-
vices, such as electronic commerce, vir-
tual office and high-speed telecommuni-
cations, to the outstde world. The retail
component will comprise over R1 billion
worth of development. Monex says the
advantage of an intelligent city is that the
infrastructure is designed to be shared,
making it cheaper and more efficient for
businesses, and increasing their produe-
tivity and profitability

The Magic Company is to roll out 15

Developers ignore wn‘nng on tBle wall

Interactive Entertainment Arenas na-
tionally over the next three years. The
first, a 2000m? complex, opened in De-
cember in Alberton, Gauteng. The com-
pany expects to attract over 250 000 visi-
tors by the end of the year. The US
concept comprises an attraction unique
to each venue, such as cosmic bowling,
an indoor lake or a climbing wall, sup-
plemented by the latest in interactive
simuiators, games, machines, DSTVs,
food halls and dance musie.

Ryden International, the property
consultants, will launch Stocks & Stocks’
Centurion Value World next month. It
has a strong leisure component and has
development rights up to 90 600m2, Ryden
is working on another four value centres,
covering from 21 600m2 to 30 000m2 each.

Reports indicate that subdued out-
look for retail rentals will persist until
the pressures on disposable income and
spending capacity wear off.

Economists are expecting two inter-
est rate cuts, which could improve con-
sumer spending. Some say that the dif-
ferential between higher wage increases
and declining inflation will lead to
greater amounts of disposable income.

Depending on future economic activi-
ty and which way interest rates fly,
retailers could be hard pressed to grow
turnover above the inflation rate.

Or open for business.
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The spirit to -

lead the way
to job cre%’pn

and prospe
ASshufypya

27 f)ing

entrepreneurship could be the answer in'-

poorer regions, writes QUENTIN WRAY

ST(AT) AA[5(96-

STUDY done in the' 77.5

former Transke! has

shown that It can cost

as llttle as R846 to cre-
ate a lob and that, with proper
development of entrepreneur-
ship, small, micro and medium
enterprises {SMMEs) can cre-
ate jobs and wealth.

Professor Darma Mahadea,
the acting head of economics
at the University of Transkel,
says economlc growth of only
1.7% has strengthened the
need for informal sector en-
trepreneurship. He points out
that this is for many South
Africans the only avallable ve-
hicle for employment and eco-
nomnic development,

His study of 80 small and mi-
cro light-manufacturing firms
in the former Transkei found
that the entrepreneurlal spirit
is “very actlve" among small
businesses and that most seli-
employed entrepreneurs will
prefer to remaln In business
even if they are offered jobs in
the formal sector.

Mahadea’s study surveyed
businesses in four urban areas
of the former Transkel — Um-
tata, Butterworth-Idutywa, En-
gcobo  and  Qumbu-Mount
Frere.

He says it was shown clearly
that expansion is being ham-
pered by lack of access to cap-
ital through formal channels.

Of the people surveyed,

s&ld the growth of their
business was hampered by a
lack of access to flnance.

“Although 81% of the re-
spondents had & savings or a
current account, none of them
had a loan from the bank. How-
ever, 46% of the subjects had
loans from the Transkel Small
Industries Development Or-
ganisation (Transido} to buy
raw materials or machiner{.”

The size of the Transido
loans ranged from R300 to
R30 000, the average being
R2 223. Transido Is now part of
the Eastern Cape Development
Authority (Ecda).

Some businesses cost as
much as R45 000 to establish
although others cost as little as
R70. The average start-up cost
was R3 247. Mahadea lound
that the “job creation cost” In
the reglon was R846 per Job for
a sewing business but more
than R2000 for metal and
woodwork enterprises,

Mahadea says SMMEs In the
area bave an average monthly
turnover of between R500 and
R25 000 (on average R5 097).

About 20% of the firms were
“mere survivalists”, with the
value added belng less than
the poverty line, assumed by
him to be R500, These busi-
nesses were therefore unlikely
to create jobs.

Mahadea says 62.5% of the
businesses surveyed em-

’

ployed, including the en-
trepreneur, between one and
six people with only 3.6% em-
ploying more than nine.

For sustalnable jobs to be
created, SMMEs need to im-
prove technology, competi-
tiveness, efficiency and prod-
uct range, he says. Labour
incentives should be seen as
temporary and be linked to
“productivity  improvement
and outward expansion of
firms”,

Mahadea says SMMEs in the

region tend to share the follow-
ing characterlstics: ease of en-
try into the markets, reliance
on indigenous and easily .ob-

tainable resources, famlly
ownershlp of enterprises,
labour intensive and adapted
technology, skills acquired
outslde of the school system
and markets that are unregu-
lated and competitive,
Mahadea says of the en-
trepreneurs surveyed, 85%
were “keen te continue with
thelr current line of manufac-

turing activity even if they
were offered alternative patd
employment™ and that 56% had
plans to expand and therefore
employ more [abour.

He found that the average
entrepreneur In the Transkei
was 43 vears old, had about
five years migratory work ex-
perience outside the Transke!,
seven years' formal education
(21% had between standards 2
and 3) and one year of prac-
tical or apprenticeship traln-
ing. — ECN business,
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By Shadrack Mashalaba

THE National Small Business Council
(NSBC) starts iis three-day national
conference today to formulate strate-
gies geared towards the success of
small businesses.

The conference, to be held at the
World Trade Centre in Kempton Park,
is the first national gathering of its kind
to involve small towns that have been
identified by the NSBC to fake past in
its Enterprise Development for Growth
and Equity (Edge) programme.

Main thrust. -

The main thrast of the conference will
also be aimed at bringing together rep-
resentatives of the steering committees
of the 40 towns taking part in the Edge
programme.

Organisers say the gathering will
be an ideal forum to share practical
information with representatives of
small towns on how to start small busi-
ness development in their areas.

Various local and international
speakers will be presenting practical
information and strategies to help in
the success of the Edge.

3C plans to gid
1all business &
b/4/98

NSBC chief executive Monde
Tabata said the conference would not
be “one of those talking sessions, We
aim to give small businesses practical
advice and hands-on approach when
dealing with problems”.

Tabata said they have since submit-
ted a proposal to the United Nations
Development Programme for financial
help.

Financial injection

This follows the Department of Trade
and Industry's financial injection in the
orgnisation’s coffers early fast year.

Edge, unveiled by the DTI Minister
Alec Erwin last year, seeks to promote
and advance small business as the cre-
ator of opportunities and wealth.

The NSBC’s Edge programme will
be done in conjunction with provincial
and local government authorities,
chambers of commerce, small business
organisations and associations.

The council’s initiative will include
the promotion of an enabling legal and
regulatory environment for:spiind busi-
ness development and mobilise small
business to be able to identify new eco-
nomic and employment opportunities.



Forum for Soweto bys; ess
Patrick Wadul ' : ﬁé CD
s D /48]98

SEVERAL Soweto business organisationg and asso-
ciations met yesterday to set vz the Soweto Business
Forum, whicfl' would look at dressing the economic
develo;}alment of the greater Soweto area,

At the forum meeting in Soweto yesterday, local
provincial government director for economic empow-
erment Kgomotso Mohlala said organisations should: |
each have a unified voice before seeking assigtance |
from any government department; . T

 She said ‘the Gauteng government had g0 ‘incen- | -
tive schemeg through which-the foram could beriefit,
ese included exporting incentives, trade misgions

.

to other countries and incentives for being in the
manufacturing business. -4

. The forum has elected an interim committee to
assist each membey organisation draw up specific
needs which will he incorporated in the forum’s
strategic document,

The document will be used to lobby for financial
and other service-related assistance from both the
public and private sectors. -

e forum was re resented by | he .Sowetp |.
Builders’' Association, Sowato Chambéf of Cofn- |
merce, ‘Orlando Buginegs Chamber, Dobsonville
Business ‘Chamber and the Coloured Association,
among others, The next forum meeting is scheduled
for April 23, ;




SMMEs pivotal to

PROPER development
of entrepreneurs, small,
micro and medium
enterprises  (SMMEs)
can be a powerful agent for job and
wealth creation, acting head of eco-
nomics at the University of Transkei
(Unitra) Professor Darma Mahadea
revealed in a study.

His study of 80 small and micro
light-manufactaring firms in the for-
mer Transkei found that the entrepre-
neurial spirit is “very active” among
small firms in South Africa and that
most self-employed entrepreneurs
would continue to remain in business
even if they were offered jobs in the
formal sector.

Mahadea’s surveyed firms in four
urban areas of the Transkei — Umtata,
Butterworth-Idutywa, Engcobo and
Qumbu-Mount Frere.

His research revealed that lack of
access to capital by entrepreneurs,
who often did not have collateral, is
hampering expansion and the creation
of jobs. e

About 77,5 percent of surveyed

local jo

[¢/96

vcnturcs c]a.lmed that their
been hampered by a lack of access to
finance,

Mahadea said: “Although 81 per-
cent of the respondents had a savings
or a current account, none had a loan
from the bank. However, 46 percent of
the businesses had some financial
assistance from the Transkei Small
Industries Development Organisation
(Transido} to buy raw materials or
machinery.”

The size of the Transido loans
ranged from R300 to R30 000, the
average being R2° 223. Transido is
now part of the Eastern Cape
Development Authority (Ecda).

According to Mahadea, some
firms had cost as much as R45 000 to
establish. He found that the “job cre-
ation cost” in the region was R846 a
job for a sewing business but-was over
R2 000 for metal-and woodwork

enterprises. <

cl gagmn

He said about 20 percent of the
firms were “mere survivalists” with
value-added being less than the pover-
ty datum line — assumed to be R500.
These businesses were unlikely to cfe-
ate employment growth, he said,

Mahadea said 62,5 percent of the
firms surveyed employed, including
the entrepreneur, between one and
s5ix people with only 3.6 percent of
the firms employing rmore than nine
people.

He criticised supply side incen-
tives for job creation such as transfer
payments to employers, saying that
these were an added burden to taxpay-
ers who are “already overburdened by
a painfully heavy rate of income and

“indirect tax”.

Mahadea said that for sustainable
jobs to'be created SMMESs needed to
improve technology, competitiveness,
efficiency and product range.
~+Tabour. incentives, he said, should

Mahadea said SMMEs: in the area_,g,.gmﬂy,be seen as femporary and had to
had. an aVerage monthly turnover of be linked to “productivity 1mprove-

“about RS 097 wl‘t‘l;{value-added rang-
ing from R275 to R13 500 a momh.

-;..uﬁi-

ment and outward expansion of
firms™.
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Business failures
- l ,: o WY W ’ '
increased 12% Ca@)
,A%D. 1514198 i
OUT 1 650 SA businesses failed in.
the last six ' months of 1997 as increas-
ingly competitive imports, high inter-
est rates and fraud took their toll, a
domestic underwriter said yesterday.
The figure was 12% higher than the
| 1:470; failuresyin. the same Qeriod of
1996, said Credit Guarantee's execu-
tive director Mike Truter.
" The' highest business failure rate
that is on record was in the second half
| of 1994, when as many as 1 743 busi-
nesses crashed. .

“High interest rates, an almost
stagnant economy and increasing com-
Eetition from imports have taken a

eavy toll on the domestic business
gector,” Truter said.

‘“There are some pretty desperate
Iﬁeqple out there and this is being re-

ected in both the high number of busi-
ness failures as well s the rising in-
ciderice of fraud,? he paid.

Of these claims, 35% were fraudu-
lent; he said.

Payouts made by Credit Guarantee
— which is a leading supplier of do-

'mestic and export credit insurance as
“well as reinsurance — totalled a record
R97m for the nine months to March
this year.
* This was compared to a fotal of
R66,4m for the corresponding periodin.
'| -the previous year.
1 - Truter said that the worst affected
sectors were poultry, clothing and tex-
tiles.— Reuter.

T
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Proprietors sometimes go to ‘great lengths to defraud creditors’

Fraud plays ‘key rol@@
in SA business {

THABO LESHILO
: BUSINESS EDITOR

Johannesburg — Fraud played
an alarmingly big role in South
Africa’s soaring business fail-
ures, Mike Truter, the managing
director of Credit Guarantee
said yesterday. - ,,

*“There is growing evidence of
business owners going to great
lengths to defraund their credi-
tors,” said Truter. Although
exact figures were not avajlable.
*fraud appears to be a more im-

portant factor in the faﬂures than

in the paqt” he said. . |

Credit Guarantee supphes do-
mestic and export credit insur-
ance and reinsurance to cimpa-
nies. Truter said the company
paid R97 million in claims during
the nine months to March this
year, its highest payout in 45
years. Claims over the same peri-
od the previous year totalled
R66,4 million.

He said 1650 compames
lapsed in the second half of
1997, 12 percent more than the
previous year.

“This is bad news for the -

country's employment figures,
which can ill-afford to be swelled
by business failures ... However,
the recent reduction in interest
rates, together mt& a further re-
duction expected later in the year
and the forthcommg demutuali-
sations, should ease the plight of
cash-strapped businesses and
provide a long-awaited boost to
consumer sgendmg ’
\ Truter saiq\ﬁ’aud}was behind
the two largest domestic claims
paid by the company this year
Both were the subject of legal
action, One of them involved a
businessmen discounting a ficti-
tious debtors’ book to a factoring
company for R15 million.

The most commeon fraudulent
acts involved businessmen run-
ning huge credits they were

Sasipre

unahle to pay, causmg creditors
untold misery. The typical guilty
parties owned companies with
limited proprietary status.

. “High interest rates, an almost
stagnant economy and increasing
competition from imports have
taken their toll on the domestic
business sector. There are some
pretty desperate people out there.
‘This is being reflected in both the
high number of business failures
and the rising incidence of
frand,” said Truter.

Last month Buster Carlson,
the security consultant to sugar
group Tongaat-Hulett and a mem-
ber of the Business Against
Crime initiative, warned that the
country was beginning to lose the
battle against commercial crime.

Bart Henderson, a forensic
auditor and lecturer, says the
comrercial branch of the police
reported 27252 cases involving
R7,3 billion between January and
June 199%.




Unlisted but not nreconise
D ] bFH 9% 20 Sl
‘THE growing im ortance of nonlisted ustomels — deliveryg high value
' companies to the A economy reflects a products and Services, combined with
global trend towards smaller, more ag- management operationg to maintain
ile and more entrepreneurial businegg- and improve performance.
es; said Troy Dyer, convener of the O Employees and the community —
Judging panel for this year’s SA Non. demonstrated commitment to develop-
Listed ompany Award. ment programmes which make a sig-
. . The contest, which ig nowinits 13th  nificant positive contribution to the
Year, is sponsored Jointly by Business quality of life of people in the company
Day, Arthur Andersen and the Witg andin the community,
Business Schoo]. O Aspiring entre reneurs — best prac-
Dyer, director of the school’s centre  tice examples of entrepreneyri ~cul-
for entre reneurship, said the shift ture, initiative and bertormance which
has been driven by developments in in- others can emulate,
formation and communieations, Dyer said the chojce of the winner
“The new technologies associated would be baged on evidence of “sugtain.
with the information age have dramat-  ghje Superior performance” in termg of
ically changed the stratejic choices of thesge factors, with financial perfor-
these companies. They allow special- mance being the “bottom line”,
isation and smaller volumes without His fellow Jjudges are Russell Loub-
the loss of the scale-based efficiencies 8er, executive president of the Johan-
associated with the industrial age * neshurg Stock Exchange, Peter Vund-
Dyer says the Jjudges will ?ook at  la, executive chairman of advertising
“critical dimensiong of performance” agency Herdbuoys McCann-Erickson,
related to the needs of the following Sydney Frankel, CEQ of stockbrokers

key stakeholders: Société Générale Franke] Pollak, and
ChFinanciers ang investors — the fi- Joan Joffe, Sroup executive oflagt
nancial performance of the company, year’s winners, Vodacom. e

combined with the strategic develop- For further information please con-

ment of competitive advantages to ge- tact Ruth Grobler (011-328-3197) or
cure future performance, Nadine Caine ( 011-328-3523),
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Thirty-five students graduated from the Foundation for Entrepreneurship Bevelopment in Johannesburg on

Friday. Pensioner Affred Oliphant, 71, left, received his diplanzjn gar
0

t making.

Pictures: ROBERT BOTHA

Entrepreneur body to deve 0P S 2%)usmes ses

Patrick Wadula

THE Foundation for Entrepre-
neurship Development, a non-
governmental organisation which
assists disadvantaged people with
technical and management skills
in the clothing and textile indus-
try;ﬂplans to develop sustainable
small and medium enterprises

from this year. ﬁ
Foundation secrefary Rose
Morta said at the weekend the or-
panisation, formed in 1985, was
helping people who had little or no
formal education to develop skills
in garment making.
orta said in future there
would be an emphasis on extended
training to enable graduate stu-

8"to operate their own manu-
facturing boutique or enter a pro-
duction incubator.

She called on established busi-
nesses and state-owned enterpris-
es to assist in creating job oppor-
tunities for graduates through
provision of contracts for making
company, school, or public service
clothing or uniforms.
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By. Isaac Moledl O N

USTICE for stnall business is essentxally maccesél—

ble, costly and prohibitively time-consuming, Free

Market Foundation (FMF) executive director Leon

Louw says in his new publication on access to jus-
tice for small business.

The booklet, called Justice, is the first in a series
called “Laws Affecting Small Business”, prepared by
FMF, and published by the Friedrich-Naumann-
Stiftung,

According to Louw, most of the laws and regulations
that affect small business were designed during
apartheid era to keep black South Africans out of busi-
ness or prevent them from expanding their enterprises.

A particular problem for black business people under
apartheid was the extensive discretionary authority
given to the civil service. Civil servants, he says, had the
power to grant or deny business licences and access to
business premises.

Even though trading licence requirements have with
few exceptions been abolished, Louw says there are stiil
hundreds of laws and bureaucratic practices at all levels
of government that act as barriers to entry, as well as
countless oppressive compliance laws.

“Continuing compliance costs represent an addition-
al financial burden to small businesses and are often a
factor in business failures.”

Official statistics

Although it is difficult to quantify the harm these laws and
regulations do to small business since the causes of bank-
ruptcies are seldom documented, Louw says this lack of
official statistics is the reason why the causes of failures
have not received enough attention from policy makers.

“The result is that far too often laws are written with-
out adequate consideration for the high costs they
impose on small enterprises.”

Louw says not all-of the laws that have now been
enacted for the development of small businesses are
intended, as the apartheid laws were, to keep people out
of business or to ensure that their businesses remain
small. But he argues that they have had the same effect.

“In any case, laws should be judged by their conse-
quences rather than by their intentions.

“Since the greatest share of the future business
growth in th1s country will be in-the hands of small
entrepreneurs, Government must ensure that no statuto-
ry .constraints; intended. or unmtended are placed on

L _small busmess growth,” - -l

FET U Mo e

For many years experts in the legal profession, in the
judiciary and in the business community have been calfing
for reforms to make access to justice a reality. “Important
progressive steps have been taken to benefit consumers and |
private citizens, but to date nothing has been done 10 ame-
liorate the plight of small business,” Louw says.

Small entrepreneurs

He also argues that a situation where monetary jurisdic-
tion of the small claims court is less than R3 000 is
denying other small entrepreneurs with between R7 000
to R25 000 access to these courts.

“The next step up the judicial ladder is the magls-
trate’s court. There, however, small businesses will be
required to hire lawyers to argue the case, and their costs
may well exceed the amount in dispute,” says Louw,

*One of the primary function of Government is to act
as an adjudicator in disputes between its citizens by pro-
viding courts that are accessible to ail”

He said legislation along the lines of the Regulatory
Flexibility Act (RAF) of 1980 combined with the Small
Business Regulatory Enforcement Faimess Act of 1996
of the United States should be adopted in South Africa
in order to minirnise the economic impact of legislation
on small business by subjecting the law-making process
to judicial review,

“In the US, for instance, the 1980 RAF requires fed-
eral agencies to take steps to collect input from small
entities on regulations and to determine whether a rule
is expected to have a significant economic impact on a
substantial number of small entities,” says Louw.

More information can be obtained about the book
from Free Market Foundation at (011) 884 0270.

‘ One of the primary functions of
government is to act as an
adjudicator in disputes ,



Usjggpresents last small firms projecf

WASHINGTON — The US
%zokgency for International Devel-
0\ pment (USAid) is offering up to
\RIOm to anyone with a sustain-
able plan for developing part-
nerships between “historically

\disadvantaged” small and
-&Nmedium-sized business in SA
and corporate America.

TUSAid says this will be its

hlast project to promote black
entrépreneurs in SA.

Q Pioposals, which may be

submitted by US and SA non-

i

profits, must be in by May 29
and should call for setting up
offices in both countries.

TSAid said it was not inter-
ested in paying for “any long-
term expatriate advisers” in SA.

Bidders will be judged on the
number and value of deals they
can convineingly claim they will
be able to arrange hetween
black-owned SA firms and “US
and other large corporations”
based outside SA.

The SA firms to be targeted
for assistance must have no
more that 200 employees,

turnover of less than R25m and
no more than R5m in assets ex-
cluding fixed property. The idea
is to help them obtain contracts,
direct investment, distributor-
ships and export orders.
Proposals need to include
“capacity-building  activities”
such as “assisting firms and as-
sociations in preparing and pre-
senting policy positions to pub-
lic and private sector policy
makers”. Bidders will be expect-
ed to come up with at least
R2,5m from other sources and
demonstrate they can continue

operating after USAid shuts
down its SA private-sector de-
velopment programme in 2001.
Certain transactions are not
to be supported by this project,
for example, anything having to
do with abortion, military, po-
lice and surveillance equip-
ment, nuclear technology,
“weather modification”, pesti-
cides or fertiliser. USAid’s mon-
ey cannot be used to promote
agricultural exports from SA if
they compete with US exports,
or to back any venture if it
causes jobs tobe lost in the US.
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Cohir’riﬁnity business a
L i:! ' - -t " Lo
centre opened in Alex
Sh%i‘eeﬁSing@ % ’5,0)3 .

CIVIC organisation Sanco dnd Nokia Telecommuni-
cations have teamed up to support small and medi-
um-sized enterprises by establishing community
business centres based in the townships and rural-
communities.

Yesterday, the parties formally launched the
third Community Economic Develﬁaméntx Centre
-opened in the past two, years, in Alexandra.near
;Sandton. The first ceritre was started in‘Cala in the,
¥rrahskei With'R2m fromi the' Rédonstriétion snd De-"

"} 'velopment Programme’s Presidential Projects Fund,

7| followed by a'second onie:in Lekoa Vaal.

" | . Sanco- Investment Holdings chairman Moses
.| Mayekiso said 54 .centres would be established
"'| throughout the country over five years. He gaid the
|-centres offered business advice, training and helped
| entrepreneurs identify buginesses as well as access
“{'finance and markets. The centres worked closely
‘| with' institutions such as the government-funded
| small business development agency Ntsika, which
| organised training and some fanding.

Nokia Telecommunications business develop-
ment manager Johan Ahlbéch said his company sup-
ported the three centres to the amount of R300m,
“We believe it is an interesting concept which has
potential to be successful and duplicated country-
wide. Sanco’s project proposal was “very professional
and had a clear focus on what they want to achieve”,
Ablbich said.

- Nokia’s support took the form of computer and’
telecommunications equipment. -3

The company may support the development of.
other centres, eipending on how it performs in SA”
and the success of the three centres.
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LindaEnsor '

CAPE TOWN — The National Empow-
erment Fund plans to create 300 000
mvestors in the first year of its oper-
ation by assisting blacks to participate
in privatisation.

The fund, expected to start opera-
tions in November, will buy shares in
privatised utilities from government at
a discount of between 10% and 20% to
resell to blacks. This will result in
greater public participation in the eq-
uity market, as happened in the UK
where participation rose from about
5% before privatisation to 36%.

Disclosing details of the fund for the
first time, members of the interdepart-
mental steering committee overseeing
its establishment told Parliament’s
standing cothmittee on finance yester-
day that it would start out with 10% of
Telkom ghares, 15% of Sun Air and
10% of the Airports Company, Their
market value was estimated at R2bn. -

Programme’ director Sango Ntsalu-
ba said government-had agreed to al-
low deferred jpayments, possibly in the
form of 'lay-bys, to ensure a broader
spread of share ownership. S

To limit the dangers of fronting and
the enrichmeiit_of) the few which had
bedevilled-Malaysia’s privatisation ex-
ercise, a threet to five-year restriction
period-would|be placed'on the sale in a
secondary, market, of shares bought by
blacks fiom the fund.

Shares;conld be redeemed during
this period only with the fund on pre-
sentation of the original share certifi-
cate with identification. Also, pur-
chasers would have to sign an affidavit
that they were not fronting for some-
. - _

" and resell them to smal

one else and, if fronting was discov-
ered, the shares would be forfeited.

Ntsaluba said the National Empow-
ermept Fund Trust would be the hold-
ing company under which would fall
the Lefa Investment Trust, the Port-
folio Management Trust and the Eq-
uity Management Trust, with their
own board of trustees and own target
markets. Alternatively a second tier,
the NEF Corporation, could be insert-
ed to interact with the private sector.

The Lefa Trust, an investment
trust, would build up a diversified in-
vestment portfolio of listed and unlist-
ed shares in restructured parastatals.
It would sell affordably priced shares
to black individual unitholders.

The Portfolic Management Trust
would buy assets in state enterprises
from the fund and the private sector

lpblack groups
such as stokvels or consortiums. It
could also buy inte the coriscstivms.

The Equity Management Trust
would be a venture capital company
tasked with fast-tracking.the creation
of small and medivim-sized enterpris-
es. Initially it would have R100m in
start-up capital from ‘the IDC and
R100m from government. HSBC con-
sultant:Mxolisi Mbetse said 20% could
be set aside for women and 20% for peo-
ple with disabilities. :

To assure it functions effectively,
the fund will be exempt fromlegisla-
tion stipulating that state assets can
not be cﬁsposed of without going out to
tender; preventing government from
transferring shares to the fund; requir-
ing it to furnish security to thie Master
of the Supreme Court; and requiring
the payment of certain lavies.

R
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serviqe .
centres

.

GLIVE SAWYER

P m?gﬁg .
Wesd;@-pezzée d Industry

. Minister Hennie Bester has
‘ordered an audit of local business
+-service centres run by Nisika
*’Enterprise Promotion Agency,
- .saying they are not doing their K
1:Job of assisting new businesses, '
" g %% The ageney,-sponsared by the
ATIMILN “hational Department of Trade and
Industry, provided start-up capital of
JI3INO43N 10 -up to R150 00040 local business ser-
L IAIHNE .vice centres, Mr Bester said yes
: -in his maiden speech in the National
< Louncil of Proviness,’ "k b o
- #Speaking in'the policy debate on
" trade and indxistry, Mr Bester said
; the province was conducting a strict
‘ ‘ +.audit of the eighit local business ser-*

£)

Horeasp Sur - yice centresrun by the Ntsika Enter- |- iL:
fosepuwe | ' prise Promotion Agency, i . !
@noy Jusux i .Manyoftthhese S\ﬁ_rogrendtpxji iding ' 1
Do) ‘Ao the services the; N Al P I
Shestuedio | Part'of thépessgn tﬁg}‘ﬁa 4
' I ' not brought together the main play- I
K ers to ensure the speeess of the busi- ﬂ
BM nessservicecentres, §; - .. - h
‘] - He urged Nisika to involve small i
DI BBy atp ) business, larger and established bysi-
U

, mess enterprises and local govern-
i mentintheirefforts, e 1 -
Only then would they ba compe-i|
tent to provide the services required
, by prospective entrepreneurs, includ-
ingadvice on howto set up a busi- I
ness, draw up a business plan, check
on cashflows and produce income
. Statements, MrBestersaid, - . .. B}
; With unemployment running at
disturbingly high levels, national and
provincial government should focus
o1 a supportive environment for
small business. - "
This required finance, training
and professional services, and oppor-
tunities for entrepreneurs. ’
Neither Khula Enterprise Finance
nor the private sector had yet been
successful in bridging the gap
between those who needed R2 000 and
those whoneeded R50000. . = | o
Mr Bester said the SA Council of
Banks, with Khula, was devising a
product aimed at this market.
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‘Unbankable entr pﬁ

THABO LESHILO
Hy BUSINESS EDITOR

e
Joha.nnesburg — A new micro-
business financing project
targeted at unbankable
entrepreneurs was launched
yesterday in Soweto.

The Vita/MSP programme
is run by Volunteers in Tech-
nical Assistance (Vita), a non-
profit micro-business retail
financing institution.

The programme started
operating in Qctober last year
with R15,5 million from the US
Ageney for International
Development (USaid).

It was recently awarded
R3,5 million by Khula Enter-
prlse Fmance the govern-

mﬂlﬁiﬂl‘s g j"l_l
ment’s small- busmess fi Aaron Wi 1ams the USaid

ing agency.

Simon Aphaue, the project
director of Vita/MSP, said the
programme had lent R2,4 mil-
lion to 120 micro businesses
since it had begun operating
last Qctober.

The size of loans ranged
from R5 000 to R50 000. The
inferest rate is 23,5 percent.
Aphane said the repayment
rate was 98 percent.

He said the programme
disbursed about R300 000 in
loans every week, and planned
increase the amount to R1 mil-
lion a week. Existing clients in-
ciude creche owners, a suppli-
er of office consumable goods
and a filling station owner:

d

misston director, said the pro-
gramme’s repayment rate
augured well for its sustain-
ability and showed how dis-
advantaged entrepreneurs
were determined to succeed.

He said USaid would
consider making more money
available to the Vita/MSP
programme,

The evaluation criteria
gpecifically require that appli-
cants be unable to raise loans
from commercial banks and
have growing businesses which
are at least two years old.

The programme is cur-
rently available only in Gaut-
eng, North West and Northern
Provinces and Mpumalanga,




p.on rent'defaulte
propertiesin Soweto, “1- oot e

This follows Wednesday’s closure oft e‘ :

giant Makhetha Supermiarket ‘in Jabulanl
" by the sheriff of the.court,

Sowetan Business” has learned that
Balfour Makhetha, owner of the supermar-
ket, had his business closed down because
of arrears amounting to R100 000.

The closure of the supermarket will lead
to the reirenchiment of about 13 workers.

Speaking after the closure of his busi-
ness, Makhetha said his contract to occupy
the SBDC premises expired in 1992, He
tried to renew it but'in vain.

As a result, he said, it was difficult for
him'to continue to pay reat.

Makhetha said he later applled to the
SBle fo refinance the business so that he
could! pay his rent — but this was also
refused.

o’ rem!ses Hehad occupied for
ars,- deépite protracted
e help-of the Soweto
mmerce and other leading
58 peop]e to rescue the business.
,,‘He accused. -certain officials in the
SBDC ‘of being racist. when dealing with
" black clients. The SADC denied the accu-
sations.

‘Makhetha said he was given until the
end of the month to remove his stock from
the premises.

SBDC assistant property investment
general manager Jan van der Walt said the
council was owed more than R300 000 in
rental arears by several small and medium-
sized enterprises in Soweto. Makhetha, was
the first to be punished.

Makhetha had persistently refused to
pay his arrears despite wamings from the
council. He was warned that the council
would be forced to attach his propeity.

Van der Walt said other businesses were
in arrears with their rentals but they had
made arrangements to pay.




JCCI initiates project to

uplift small busin

14

By Shadrack Mashalaba

EMERGING  entrepreneurs  in
Gauteng stand to benefit from an out-
reach mentorship programme that has
biecn developed by the Johannesburg
Chamber of Commerce and Industry
{JCCn.

The programme aims to contribute
to the advancement of small, medium
and micro enterprises (SMMEs) by
recruiting retired business people and
other volunteers to shate their experi-
ence and expertise with emerging
entrepreneurs., :

The programme is expected to
start in July, JCCY chief executive
Marius de Jager said.

De Jager said a ber of retired
business people have expressed their
enthusiasm about the programme.

The programme, devised and pro-
posed by JCCI vice president Angie
Makwetla, will contribute to the
establishment of a vibrant SMME
sector in Gauteng and create more job
oppertunities in the province, De
Jager said.

Up and running

Once up and running, De Jager said,
the programme is also expected to
contribute to the enhancement of
black economic empowerment.
Although the aim is to target
groups from the disadvantaged back-

SSES
1598 Cz@

grounds, other intérested partics are
also welcome to take part,

A workshop to finalise the pro-
gramme's details has been arranged
by JCCI and interest groups such as
the Ministry of Finance and the
provinces’ SMME desks will also
participate.

® Meanwhile. a JCCI delegation
which left the country meore than a
week ago for Gabon and Cameroon is
expected back on Friday.

The mission left to establish trade
ties with their Gabonese and
Cameroonian counterparts.

The visit to the oil rich Gilbon was
at the invitation of president’ Omar
Bongo.
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RLIAMENT & POLITICS

More state tenders go to black business

(30) et2llslag

JOVIAL RANTAO
PARLIAMENTARY BUREAU

BLACK contractors, previously denied

access to lucrative state tenders, hiave start-

ed to access state contracts valied at mil-

lions of rands, it has Dbeen dlsclosed in Par-
: hament .

.. Public Works Mimster Jeff Radebe said
as a direct result of the government's affir-
. mative action pmcmement policies, black
.contractors have been awarded prime

. slices of 11 construction tenders valued at
R283,4 million. ‘o4 < sv 3

L o

- Radebe also annbuncea that'the cabi-
net has approved the amendment of joint
venture specifications to ensure that 90%
of future nanonal projects, 25% of local

governmeént projects and 15% of projects

produced by parastatals were awarded to .

previously marginalised contractors. . i

He said the change to the specifications
was brought about by the realisation that
although the participation of black con-
tractors had increased to about 44 % of all
public works projects, there had been a
negligible increase in participation at
prime contractor level, especially in the
project category above R2m.

“We're determined to use procurement
systeins as a way to fulfil the constitutional
obligations we have to-work for the reversal

of previous discrimination. These new pro- -

jects will be in Western: Cape, Gauteng, Free
State, KwaZulu-Natal and Eastern Cape.
Projects in Gauteng inc]ude one of

R43m to build the Constitutional Court
and one of R17,5m to build Magistrate's
_Courts in Northern Pretoria and Atteridge-
‘ville.Also, R23m will be spent on new

.Uetention barracks at Thaba Tshwane and

. R22m on a new training hangar at the
-+ SANDF's Centuzion School of Logistics.

: ; Projects in Cape Town include thebuild: 1 =%

/ing of new Magistrate's Court buildings in
Kuils River and Blue Downs (R15m), extra
buildings for civil courts and judges’ cham-
bers (R11m) and a building for the Magis-
trate’s Court in Khayelitsha (R18,4m).

In Durban, R19m will be spent to build
new headquarters and facilities for the
South African Natlonal Defence and R13m
for the building of a workshop at the Dur-
banAitForce Base. .

Salfu. polo gyt(")-Madea

4.1“ L S ? @-_ :
‘SOUTH Africa s'rugby administrators wil] apologise to
President Mandela today for draggmg him to cpurt to jus-

. tify an executive declsion.
2~ Louis Luyt — who last week quit as South African
Rugby Football Unton (Sarfu) president and who has
zefused to apolog:se — will not be among them.

.+ The delegation is expected to include Sarfu chief exec-

. fitive Rian Oberholzer and the four black members who
resigned in disgust after an initial refusal by Luyt to step
.down, but who were later co-opted back onto the execu-
Ave, Mg e
B "The meeting at the president’s Cape Town office,

fa'l‘uynlmys, follows a decision by Sarfu’s executive to send
.'rdelegation to apologjse for hls court appearance in
Jv[arch Wowgmow oy

i ¥The umon, then headed by Luyt, challenged Man-
glefa’s decision to appoint a commissmn of inquiry into its
of the sport. .
.- Judge William de Villiers, who ordesed that Mandela
had to give oral evidence in support of his action, later
ruled in Sarfu’s favour, — Sapa

GENTS

READ ON IF YOU'RE

JEFF RADEBE:
The Pubtic i
Works Minister
gave the low
down on his
department.
FILE PICTURE




Theta 1s

the informal industry’

The Theta group’s success in the small loans market is not due to any one
person, MD Leon Kirkinis tells senior assistant editor Michael Acott

A MEETING with Leon Kirkinis
turns into a discussion with the
ather three executive directors
whom he insists run the Theta
group as a team.

The four of them are part of a
R3,8bn deal with New Africa In-
vestments (Nail) aimed at bring-
ing into being a new financial
services leader focused on the low-
income black market.

They all have titles — Kirkinis
is MD, Gordon Schachat is exec-
utive deputy chairman and Chris
Wood and Nkululeko Sowazi are
executive directors — but they
prefer to describe themselves as
managing shareholders.

They insist, too, that the whole
team is not there — chairman
Geoff Snelgar and the owner-man-
agers running the companies
which make small loans to pecple
unable to obtain credit from banks
and other financial institutions.

Microlending has proved to be
a highly profitable business, both
for the companies and for Theta's
directors, even Sowazi who joined
in June after heading the Mort-
gage Indemnity Fund.

All are multimillionaires on
paper and have seen their net
worth shoot up with Theta’s share
price. Since listing last Septem-
ber, the share has gone from just
under 700¢ to 2 600c.

The takeover by Nail willadd a
new dimension to Theta’s opera-
tions through Nail’s interests in
African Bank and insurer
Metropolitan Life,

Profitable as the business is,
Kirkinis and his pariners deny
strongly that they are in it solely
for the money. They are empow-
ering people, they say, by provid-
ing credit to a huge market re-
garded as too risky by large finan-
cial institutions. They speak with
passion about upliftment, about
building a better country and
about the entrepreneurs i the
cornpanies in which Theta invests.

Microlending refers toloans be-
low R6 000 where the regulations
and interest rate ceilings specified
by the Usury Act do not apply.
Theta’s companies — principally
Altfin, King Finance and Unity Fi-
nance — lend amounts of between
R500 and R6 000 for periods rang-
ing from one month to two years.

The rates of interest are higher
than bank loans. A Deutsche Mor-
gan Grenfell analysis says the ef-
fective rates charged by King and
Altfin exceed 40%, but that the
loans are so small that customers
do not find repayments excessive.

Theta expects interest charged
to come down as competition in
the market increases, and as the
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Nail deal lowers its cost of capital.

While the loans are unsecured,
Huysamer Stals says that bad
debts as a percentage of assets are
lower than the banking industry
average.

The secret is that Theta does
not lend to anybody. Borrowers
must have a job, and the employer
must agree to repayments by pay-
roll deduction. There is compulso-
ry insurance which covers the loan
against death or retrenchment.

“We are witnessing a revolu-
tion in the way our financial ser-
vices are set up, the
way they are deliv-
ered and to whom
they are delivered,”
Kirkinis says.

The aim is to
address the needs
of black people for
personal and edu-
cational loans,
housing finance,
and ultimately
health services and
funeral insurance.

He says Theta is
backing the entrepreneurs who
respond best to this change.

“How do you channel capital
from its traditional sources to
where you believe it can best be
employed to uplift and create new
models for the country? You can
only do that if you create sustain-
able avenues and those who do it
are gifted people who spot a gap
and create business around it.”

Wood says there are misper-
ceptions about the market in
which Theta operates.

“People think poor is high risk
and rich is low risk. They think

black is high risk and white is low
risk. Nothing could be further
from the truth.”

Schachat describes it as the dif-
ference between perceived and
real risk.

“We have investment grade
books that compare with NBS and
banks like that. Our bad debts are
1%, We are formalising the infor-
mal industry.”

Sowazi says Theta is chan-
nelling money from institutions to
areas of social and economic devel-
opment where it is needed.

Asked if loans
come at a high cost to
the borrower, he
says the price is ap-
propriate to the risk.

“The fact of the
matter is that de-
mand for these prod-
ucts is huge and out-
strips supply.”

Providing credit
to those who can af-
ford it but were pre-
viously denied it en-
ables state resources
to be concentrated on the poorest
of the poor, he said.

Asked whether Theta exploits
the Iioor, Kirkinis says institu-
tional investors had raised the is-
sue and had been satisfied by vis-
its to lending branches approving
15 000 applications a month.

Why should a man who has
worked for Transnet for 17 years
not gualify for  loan, he asks.

This is the basis of his long-
term vision — a financial institu-
tion offering competitive and cost-
effective services to the majority of
the population.




NEWS

EQUITY Ramaphosa heads new commission to guide the process

Empowerment forum

THABO LESHILO
BUSINESS EDITOR

Jehannesburg — Cyril
Ramaphosa would head a
commission on black eco-
nomic empowerment with a
view to guiding the process
amid concerns that the con-
cept had lost direction, been
hijacked for personal gain
and deliberately sabotaged, it
emerged yesterday

Ramaphosa, the deputy
chairman of New Africa
Investment Limited and
chairman of industrial
group Johnnic, was elected to
head the commission at a
two-day workshop at Kyala-
mi at the weekend.

The commission consists of
20 eminent black academics,
professionals and business-
nien.

Gavin Peterse from the
Black Management Forum
(BMF) is the first deputy
chairman, and Gwen Ramok-
T——

AT THE HELM Cyril Ramaphosa hopes to restore direction

to black economic empowerment

gopa, a medical doctor, is the
second deputy chairman.
Ramaphosa said the
commission would formulate
a philosophical base for black

PHOTO JOHN WOODROOF

empowerment. It would also
draw up broad guidelines on
“how, for instance, black
people can take up owner-
ship, control and manage-

A

ment of companies in South
Africa”.

He said the commission
would work with various
goverhment departments
and also engage organs of
civil society.

The BMF spearheaded the
formation of the commission
on behalf of the Black Busi- -
ness Council, the lobby group
made up of 10 influential bod-
ies including the National
African Federated Chamber
of Commerce and Industry,
the Foundation of African
Business and Consumer Ser-
vices, and several profession-
al organisations.

Important concerns that
led to the need to give direc-
tion to the black empower-
ment process included the -
growing view that no real’ "
black empowerment had
taken place in South Africa.

Ramaphosa said a full pro-
gramme wouid be released
“later in June”.
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Gaufeng opens bfﬁces to hel, Ip qsgl;ll l%usmesses -_

Tt ,
fPatrlck\f\IaduIa gojh anguve, w;*

GAUTENG- ﬁnance, a.nd
atonomic affairs
Jabu: Moleketi officially ,
launched six regional of-
fides in the province yes-
tei'day to serve as infor-
miation and advice cen-
tres for small, medium
and m1croenterpnses
{SMMESs).

The centres in Sosh-

tle ong,
,Soweto, central Johan-
"nesburg, Vaal and the
West Rand were given a
grant of R1,3m to assist

with a vanety of -
services.
. 'These services includ-

ed business advice for
small businesses, con-
sumer advice;to the gen-
eral public, housmg and
construction sector ad-

vice tq emerging contrac- ¥ .
tors, and advice on ten- '
dermg to help prospec- -
tive tenderers. -
Kgomotso Mohlala, '
Gauteng provincial di-
rector for economic em-
powerment, said service
agreements were signed
with various bedies that
would provide a vanety '
of services to the emerg- -
ing businesses.
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SA firms to get

Development Fund, a US venture
capital fund sponsored by the US
Agency for International Develop-
ment (USAid), has committed 50%
of its $100m fund in SA’s small- and
medium-sized firms.

The fund invests in small- and
medium-sized enterprises _in SA,
An%ola, Botswana,  Lesotho,
Malawi, Mozambique, Namibia,
Swaziland, Tanzania, Zambia and
Zimbabwe. .

Fund president Steven Weddle
said yesterday .the fund’s invest-
ment commitment in SA was ap-
proximately R25m — 30% of its cur-

. rent portfolio. “More than 300 jobs
will be created and retwrns exceed-
ing 25% will be generated from SA
investments,” he said. )

. Weddle said the strategic objec-
tivs was to expand southern African
business development and owner-
ship through equity investment;
loans, loan guarantees and techni-
cal assistance. :

‘He said the fund provided assis-
tance in financial services, agribusi-
ness, food processing, leasing,
health care, manufacturing indus-
tries, information technology, trans-
portation and the retail sectors. .

.The fund has pledged R80m in

Cfunding 17 small- and medium-
sized firms based in certain south-
ern African countries, with returns
on projects expectedto exceed 25%.

‘Weddle said potential clients
would be businesses with up to 150
employees and with financial needs
ranging between R1,2m and R25m.

- USAid mission director Aaron

| Williams said the fund’s initiatives

"proved that venture ch:;lfital tech-
nigues created jobs, while generat-
ing investment returns that attract

future foreign investment. ‘
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Row over NSBC chief
after corruptlon probe'

mmm 90 o employedbythemuncﬂtrave]led atthe
Bmmm Rmmm organisation’s expense. Several office
é 6 ‘IS’ of the couneil ¢ould not pay their re
A row erupted areport - becauseofldckoffimds. A
implicating National Small The Department of Trade and Ind
Business Council chief executive &y, which is the council’s main spoig-
Monde Tabata in mismanagement sor, is' withholding funds until
and corruption. finishes an audit of the counc;l .199
'I‘herepoﬂ,byathree—mancomnus budget. , 'uM ' hw*gﬁft

sion handed to the council’s governing Inspﬁe of thecummmsm ’'s recont-
body, recommended that MrTabata be mendatmns, MrFabata has ot heen
suspended. o Vi o mspended. He has the support of Qf
But one of the members of: the comJ “the oounc:ls‘nme provmclal Tﬁ
mission, former Cape Chamber of Com-  whick have q?snoned thet;pn en’sof
merce and Industry president Ali Gier- thereport, % Y By ¥
dien, told the Cape Argns he was not Northern Prov;nce o uncll chau‘-
consulted when the repnrt was man Arnod Phasha said i} investigat-
compiled. « ing coml.ixssmndldnot hpyethe skills
“T am not party to thmgs in the toconduct a forensicinvestigation. He
report. I can only comment on Monde alsoaccused the comn.ussmn bf hias.
(Tabata) once the committee’s report is “According to their térins of refer-
finalised, At the moment that hasnot  ence, the committee was also supposetl
happened,” hesaid! « v tobe investigating the, of the
“During my investigation Ifound NSBC,notonly Monde: "ﬁ_’i me 1t
some form 6f mismanagementbutl like apersonalvendettafsbe
can’t blame anyone. The othertwo outagainst Monde, "hesaid. '« x‘:/
members of the committee mustmeet “I also have had my problems wil
with me before the reportig j’malisad,"? / Mondé, but despite that, he is a fir
Mr Gierdiensaid. administrator,” Mr Phasha added.
'The two other members are J ohan- Kwazulu-Natal chairman Themba
nesburg-based council officials Arius  Ngcobo also defended Mr Tabata, say-
Kgomongwe and Churchill Mrasi. ing he should not be condemnesl before
The report accused Mr Tabata of the commission had even finished ifs
mismanaging the council’s funds. It work. There were flaws in the repo
said consultants were hired without and the commisSion had looked only at
tendering for services and people not  ceriain matters, 1
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Manégers to march against

Pick 'n Pay and th
eT(7R)17/6/76

Frank Nxumaro

1ABOUR EDITOR

Johannesburg — More than
1000 Pick 'n Pay managers and
supervisors will hold a march
in Johannesburg today to
protest against failures by the
retail group and the Commis-
sion for Conciliation, Media-
tion and Arbitration (CCMA)
to deal with their grievances.
The protesters, allied to
the Joint Management Forum
(Jamafo), have accused the
CCMA of not being respon-
sive and proactive in process-
ing labour disputes referred
to it. They said the commis-
sion had become “worse than
the old industrial court”.
Jamafo said the CCMA
should have “passed the
learning curve” by now. The
new constitution guaranteed

rkers the right to have their
cases promptly heard and that
the CCMA was “just not deliv-
ering”, they said.

“This causes unnecessary
hardships, especially on em-
ployees, We also know that
employees get prompt atten-
tion when they approach the
CCMA during threatened
strike action. '

“Individual employees
sometimes have to wait for
long periods while the CCMA
deals with the gridlock
caused mainly by lack of .s0-
phistication. This is clearly
unacceptable” L

»

But Thandi Orleyn, the di-

rector of the CCMA, said she
had not yet received a referral
of the Jamafo case and that
she viewed the planned action
as “premature”.

The forum also accused

e

Pick 'n Payof racism. “We
have done an in-depth study
and found that people at Pick
'n Pay are still being paid ac-
cording to the colour of their
skin and gender,” said Adrian
van Dyk, a Jamafo spokesman.
He cited a case in one of
the Pick 'n Pay hypermarkets
in Johannesburg where they
discovered that a white secu-
rity officer was being paid
R500 more than a male black
officer who in turn was being
paid R300 more than a black
female security officer for
equal work and experience,
Frans van der Walt, Pick'n
Pay’s human resources direc-
tor responded: “Jamafo’s at-
taek on Pick 'n Pay and the
CCMA are a result of Ja-
mafo’s inability to recruit suf-
ficient membership to war-
rant collective bargaining.”
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Emp ywerment
group. Iaunches

‘inthe Gape

() g A 77{b98

Ferlal Haﬂajee §

he old-style politics of
the Western Cape have
_not deterred’ black

Bl Dbusiness in the ‘pro-
vince from takm’g a step intothe
new econemy,’

Brimstone, a leading em-
powerment company, will
launch on the Johannesburg
Siock Exchange (JSE) next
month. Tt is led by a cadre of

-comrades in business including

former struggle bookkeeper
Mustag Brey and the founder of
South newspaper Rashid Seria,

ministers made it to the bash de-
spite the World Cup kick- off.
Brimstone shunned the halls
of power for its shareholder
meeting, where it announced
the JSE listing, and opted in-
stead for the down-home feeling

1 - ofthe Good Hope Centre.

Products manufactured by
companies in which the three-
year-old Brimstone has invest-
ed were on display for the share-
holders — part of the company’s
philosophy to help ordinary
shareholders understand exact-
1y what their bucks have bought.

Brimstone is big on such
schareholder democracy”, and
sees this as a key part of its em-
powerment package.

Brey says the Brimstone
Toundation will soon be set up
to direct its socialresponsibili-
ty effort. .

“We're still capitalising the
foundation and we're looking for
somebody to run it.” The foun

and has already helped raise the
money to send a Khayelitsha
choir to a Welsh festival next
month.

Brey, who was behind the
creation of the country’s first

' national black accounting prac-

tice - KMMT Brey — left last
year to turn his attention to
Brimstone full-time. Although
that practice won big accounts
and was pulling in the bucks,
Brey’s move was clever,

In three years, Brimstone’s
jnvestment drive has seen it
build its portfolio from one
which started with a modest R3-

and also by business luminaries million to almost R400-million.
from the province like It is a highly ac-
Patricia Gorvalla of . quisitive young com-
the Gorvalla Group Brlmst?ne pany which has cho-
and Gaffoor Parker of wan.ts ‘to be sen an eclectic basket
Al-Amién Foods. profitable, = firvéstments which
- Hs 1mpeccab1e pd- " empowering include everything
litical - connections and to make from Nandos to the
wereevidentatameet- g difference’ high-fashion retail
ing last week. At least chain LA Clothing and
three national Cabinet a Bapsfontein farm

called Greenworld, whose veg-
gies are so superb that they are
imported by Mearks & Spencer in
London.

The company began when it
bought shares from Oceana
Fisheries and started a fishing

- company called African Harvest.

For the first fime black share-
helders were given a slice of the
bounty of the seas.

Brimstone now plans to raise
R20-million in various share of-
ferings prior to its listing on Ju-
ly 8, and says it wants “to be
profitable, empowering and to
make a difference”.

Brey says it has already been
making a difference by intro-
ducing sharedincentive schemes
in many of the companies it has
invested with, and by auditing
labour policies to make sure
they are in line with the law.

“Tf 3 company has a bad track
record, we talk to management

.-about improving things before

we invest,” Brey says.

papers/procgp3.html

‘gional

er small,

small,

d small,

wide a

Ir
als

for

isuch a

15

at its

v of
mance
tion
mall

| micro

acts

dily
suld

ditions.

98/06/10 12:30



Pick ’n Pay mana‘g'ement union to strikea to

Pearl Sebola@a

MORE than 2 500 upper manage-
ment and supervisory staff at Pick
'n-‘Pay’ would strike today to
E-otest against the company’s re-
sal to recognise or enter into ne-
gotiations with their union, the
Joint Affirmative Management
Forum, the union said yesterday.
Union spokesman Jacky Ma-
guku blamed the Commission for
Conciliation, Mediation and Arbi-
tration for the strike, saying it had
failed to set 13) a meeting between
the union and Pick 'n Pay in order
to establish whether the umion
had enough representation to ne-

"t

gotiate on behalf of workers.

Masuku accused the commis-
sion of “shirking its legislative re-
sponsibility”, saying that the
strike could have been averted by
its intervention.

Both Pick 'n Pay and the man-
agement union had agreed that
the commission would be respon-
sible for verifying the wunion's
membership, as recommended by
one of its commissioners at a
meeting, Masuku said.

Numerous attempts to contact
the commission were unsuccess-
ful. “It’s as if they are no longer
there,” Masuku said.

The union had already notified

Pick 'nPay aboutithestrike a?tion.

The union said the striké was
sparked by the company’s refusal
to engage in negotiations. Masukn
said the refusal was a ploy by the
company to avoid “the trauma of
having its racist policies exposed
and challenged”.

Pick 'n Pay MD Sean Summers
strenuously denied the accusa-
tions levelled by the union and
said the company was committed
toits employees.

Summers said that only a “very
small group was involved” in the
dispute.

The commission could not be
reached for comment.



Small busiriess council bo sjsaddened’

Janet Parker % // ?/ qg
FORMER National Small Business Council chair-
man Monde Tabata said yesterday he was “saddened
by the turn of events” that led to the trade and in-
dustry department’s announcement this week that it
would discontinue funding the council.

The department said it would cease funding after

financial mstélggement by two council senior ex-
ecutives. Findings by independent auditors appoint-
ed by the department said the council, apart from
being insolvent, had been financially mismanaged.

Tabata’s understanding of the situation after his
initial meeting with the auditors was that the
“financial mismanagement” referred not to a misap-
propriation of money, but to the council’s internal
financial control systems being “not up to scrateh”,

Tabata was appointed an executive director of
gambling and leisure group Global Resorts at the be-
ginning of the month, having previously been a
nonexecutive director as well as.a shareholder in the
group. Global Resorts has won casino licences in
Mpumalanga and Gauteng and has applied for a casi-
no licenice in KwaZulu-Natal.

Before a casino licence can be awarded, the rel-

evant gaming board conducts probity investigations
into all parties involved in the casino bid.

‘Global Resorts SA CE Ernie Joubert said the
Gauteng Gambling and Betting Board’s probe into
Tabata was continuing and the group would take cog-

|| nisance ofits findings. ‘
Tabata said he had not yet seen the latest audit |

report, but was working on his own re ort which he

would submit, together with a copy o the audit re-

port, to the gaming board and the board of Global
Resorts. He was well aware of the strict probity in-
vestigations surrounding involvement in the gaming
industry, and would not have taken his pogition if he

| had had anything tohide.
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Defying convention to change the corporate landscape

The new chief director for business regulationinthe trade and ind ustry department has a lot on his plate. He talks to trade qWﬁo:mﬂ John Dludlu about his plansto
75

change the corporate landscape ( anb =) %\.ﬂ

ALISTAIR Ruiters, the chief director of the tradeand ernment’s chief negotiator in the competition policy the bill could open the minister to bribe and cor- job, hesaid

industry department, tends to defy stereotypical negotiations which resulted in the publication of a ruption. “I Sm%& cogent reasons why 5&% minister ! Not only has he embraced his new portfolio of re-
views about members of law enforcement and reg- competition bill a month a; o. should not be give diseretion,” he said. , sponsibilities — including the implementation of the
ulatory agencies. Although he sometimes sports a Ruiters confesses to HW.E g technical and policy “‘Ministers are elected officials and by quéstioning  new liquor bill, patents and copyrights, consumer af.
nicely trimmed moustache — a defining character- areas. As chief director for small business promotien discretion, are we questioning the very basis of our fairs, usury laws and gambling laws -— but Ruiters,

e sy ~ T

I

igtic of regulators —heisa softly spoken, behind-the- at the department, Ruiters dealt more with policy. demgcracy?” he wondered aloud. an Oxford graduate, 1s planning to place economic
| scenes man with an unassuming ergonality. . His passion for technical areas was evident He has charged that business’ concerns about the regulation on the map in the same way as he did with
1 » As the man responsible for business a.m.m:._mmu.ob throughous the competition policy debate, when he “corry tibility” of the minister reflect the corporate  small business development.
m and consumer affairs at the department, Ruiters’job  tried to get business and labour to focus on the sub- mmo_amm corrupt morality. Economic regulation and compliance with SA’s
i is-essentially about law enforcement, albeit enforce-  stantive issues, L The fact wwmﬁ he likes working in technical and corporate laws, which he has publicly dubbed a Cin-
! ment of the country’s economic laws. For example, he has dismissed business’ concern policy environments should not be interpreted as derella function, will be a watchword in the depart-

, . In m._mnﬁ very few people know that he was gov- that the ministerial review powers provided for in  meaning that he dislikes the regulation aspect of his  ment over the coming months.

- - “The most important thing we have done in this
country was trying to find an industrial policy and
trying to find supply-side measures without realising
that the compliance costs to business could negate all
these other incentives for business.

“To a large extent, our economic laws have been
accepted by a minority of the people.”

To get greater compliance, costs needed to be cut,
he said. This would contribute to the ultimate goal of
improving the enforcement of economic regulation, a
process which has been backed by Trade and Indus-
try Minister Alec Erwin,

The danger is the creation of a two-tier system,
one in which fewer companies operate in a reguiated
environment within the tax net, while the bulk are
trading unregistered and flouting the country’slaws.

Over the past months, Ruiters has identified an
inspectorate function in each of the areas and he is
conducting a skills audit as part of a bid to improve

business policy, has set aside 10 days to write a busi- new chief diraector *ﬁ
_

compliance.
Ruiters, formerly a ministerial adviser on small Alistair Ruiters, the trade and industry departments

ness plan for the new competition policy tribunal.

Although government has budgeted for the creation stone’s committee to the trade minister.

of the new competition institutions, Ruiters is hoping “What we are doing now is really building on thos

donors will also step in. amendments, but also asking ourselves, where does
After all, foreign investors too stand to benefit SA want to be in the next two years and what typeof

from this fairly sophisticated piece of legislation corporate law will support that economy?” he said of

which, if effectively and fairly applied, will ensure the coming review.

that the SA corporate market is not sewn up, as hap- In essence, this review will look at the legal frame-

pened in the 1970s, thanks to excess capital. work and the ease of establishing and operating a
“Primarily this law is about efficiency, making companyin SA.

SA’s economy efficient. We believe those efficiencies Before the year is out, he will also have releaseds

should reflect the SA environment,” he said, defend- white paper on consumer affairs. Steps have already

ing the bill’s provisions on black economic empow- been taken to reshape Louise Tager’s harmful bus;.

erment and small business development. ness practices committee to ensure consumer pro-
“The law must reflect the fact that blacks are go- tection from such practices as pyramid schemes in

ing to play a meaningful role in the SA economy ... which thousandsburn their fingers annually.

You cannot put in colour-blind laws that repeat the The changes will also widen the scope of the com-

patterns of the past.” mittee’s work effectively to clamp down on all harm.
However there are other priorities that need tobe  ful practices, including onerous contracts, *

in place by the end of the year. These include an Since shifting from small business, Ruiters hag

overhaul of SA’s body of corporate laws: the Com- been stamping his personal authority on the new

panies Act; Close Corporation Act: new securities leg- portfolio. He has changed the title from chief direc-

islation; and bankruptey law. ‘ torate of fair trade into consumer affairs and busi.
In two months, assisted by the standing advisory ness regulation and has renamed jobtitles, removing

committee on corporate law — chaired by Coonstitu- the military-style ranks.

tional Court judge Richard Goldstone — Ruiters will Officers are now called sectional heads (a tag that

unveil “guidelines or a proposed framework for cor- comes with more meaningful responsibility) and di-

Wou.mﬁm law reform in SA” at the National Economic, rectors have become divisional managers.

| evelopment and Labour Couneil. The 33-year-old sees the chief directorate as
The use of “struggle” phraseology, typified by companyofwhichheisa general manager.
i terms such as “proposed” and “framework”, high- “We are developing a project management ap-

lights Ruiters’ consensus-building approach to po- proach,” he responds to cynical suggestions that
tentially divisive issues, More so in an area where these are Jjust symbolic changes.
there are powerful vested interests. However the real test of whether Ruiters is a slick
“One of the debates (in the reform) will be the businessman, a fierce and effective economic regu-
7 nature of SA corporate law: who is driving the %&o- lator or an efficient technocrat will depend not only
oes

, cess — is it management and to what extent on the success he achieves in writing first world eco.

7 (corporate) law reflect consensus between manage- nomic and corporate laws, It will also depend very |
' ment and workers in a way that other reforms do?” much on the degree to which such laws are accepted

, Until now, corporate law reforms have been in- by SA’s population and whether the burden of doing

| cremental mainly via recommendations from Gold- business isTeduced,

! i . B - - —




.Good year for SA firm

y I

{

¢LONDON — It may have been a
bad year for the rand and emerg-
ing markets in general, but it was
ba great year for SA companies,
~which now pépper Business Week
-‘magazine’s hist of the top 200
~'emerging market firms,
Anglo-American remains near
the top of the list, which ranks
companies by market value in dol-
lars. It gained just one place to
11th. Close on Anglo’s heels is
MFirstrand, the recently merged fi-
bnancial services grg.:ﬁ made up of
“Pirst National Bank, Southern
-[Life, Momentum Life and Rand
«Merchant Bank. At 13, Firstrand
bis the second-highest newcomer.
4. Russia’s Gazprom heads the
list, followed by Brazil’s Telebras,
1and then the highest-ranked new-
Fgomer, China Telecom.

}iﬁm Cohen

.

D —+
Many other SA companies
show huge rises in the list, includ-
ing SA Breweries, which is ranked
14th — up from 23rd last year.
Computer firm Dimension Data is
nurbber 71, the Investec group is
up from 155 to 80 and Orion
Selections is up from 153 to 104.

Many of SA’s financial institu-
tions show strong gains, in part
assisted by the figures being com-
giled shortly before the recent

ecline in the rand’s value. Liber-
ty Life jumps from 36 to 24, Stan-
dard Bank Investment is up to 81
from 55, Nedcor rose from 78 to 33
and Absa from 85 t0 48,

The 1998/99 list also has, for
the first time, #two black-
controlled companies. Jonnies In-
dustrial comes in at 169 and
Metropolitan Life, one of the high-
est new entries, is at 128,

Many of SA’s bigger corporate

lg?qggé;ﬁi)St .

firms’ positions are litfle changed.

De Beers drops four slots to 18
and Rembrandt Controlling Inter-
est moves from 166 to 162. Anglo
American Platinum, up from 177
to 110, is the exception. The only
notable decline is Sasol, which
plunged from 32nd slot to 50th.

Business Week says the
1997/98 year is the year emerging
markets adhered to only one law:
Murphy’s. Everything that could
gowrong did.

However, entries from Greece,
Turkey, lsrael, Jordan, Morocco,
the Czech Republic and Hungary
are on the top 200 list for the first
time.

The list separates emerging
market companies from developed
market companies, even though
the top 50 emerging market com-
panies would fit comfortably into
the world’s top 1 000.
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Report urges.

job creationsi

SMALL,

medlum-smed enter—

rigses’ can alleviate

A’s - worsening, “un‘
employment if 'the
constraints  which
hamper theit success-
ful development are
tackled seriously,
saysa report released
by ‘the Umversmy of
SA’s {Unisa’s) Bureau
of Market Research.

- The report says SA has
an acute shortage of
technical skills which
has made the country
perform badly when
compared with other
developing ‘countries
with similar resource

bades. An education
system that fails” to
address labour-mar-
ket needs is one of the
reasons for this, -

Both the formal and in-
formal (those that are
not registered with
the 'tax authorities)
small’ to medium-
sized enterprises ex-
perience similar con-
straints, Thésé” in-
clude weak labour re-
lations, poor custom-
er rélations, low pay,
long workmg hours,
small premises, non-
paying debtors Qlack
offinance and crmie

The report says ‘most
owners of these Busi-
nesses are Wlllmlg,r to
acquiire business and
management skills. It
suggests government,

training mstltutmns
explore ways to'im-
plement skills devel-

private sector and [

opment program es.

-

gma busmesisJ A
ell é:jfﬁ l %.



1}

=T

Concept of council for small buﬁlfﬁ wﬁl Ive Qn

Patrick Wadula
TRADE and Industry Deputy
Minister Phumgzile Mlambo-

Ngcuka said on Friday that the
department was not abandoning
the concept of the National Small
Business Council.

This was after Friday's an-
nouncement that the council’s
board was to resign with immedi-

ate effect. Audit i%giga 1
uncovered serious financial and
administrative irregularities
within the council.

Mlambo-Ngeuka said steps
were being taken to transform the
council into a statutory body, as
prescribed by the National Small
Business Act, from a nonprofit-
making organisation.

The trade and industry depart-

g 2z
zid at t v%ek that an
interim board of directors would
be appointed to wind down all
outstanding matters.

Last week the department
called for a meeting with national
and provincial council members to
discuss the way forward for the
council following the decision by

the department last month to .

discontinue funding the council.
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More than 30 staff of the National Small
Business Council (NSBC), left without
salaries after the body was found io be
insolvent and riddled with alleged
megulanﬂes, are taking the
Department of Trade and Industry to
‘the Comimission for Conciliation,
Mediation and Arbitration (CCMA) o
try to get their pay.

They have also approached the Public

Protector about alleged gross negligence by
officials of the department in the manage-
ment and control of the NSBC.

The department says it has great sympa-
thy for staff left without salaries last month
and respects their right to go to the CCMA,
but says it has no responsibility to pay their
salaries.

The NSBC, set up in November 1995, was
an independent Section 21 company.
Although the Department of Trade and
Industry had been a major funder, it was not
responsible for paying employees’ salaries.

fight

for pay

The de[@nt announced earlier thata
forensic auditing investigation had fourrd
“serious financial and administrative irreg-
ularities” in the NSBC and that the body was
insolvent.

A meeting between the department and
NSBC council members resulted in the res-
ignation of the board of directors and the
appointment of an interim board to wind up
the council’s affairs.

No decision has been taken vet on which

ARG 15/ /98
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NSBC staff launch fight for their sa,la'

mepagﬂ

of the projects supported by the NSBC
will survive the body’s demise.

The department has vowed to take
criminal and civil action against any-
one in the NSBC involved in the
alleged financial irregularities.

Deputy Trade and Industry Minis-

ter }?humzue Mlambo-Ngeuka said at
the time of the decision to close down
the NSBC she was deeply perturbed
by the fact that hard-working,
innocent pecple had become victims,
Staff decided to go to the CCMA
f\fter they Were not paid at the end of
agt

AT WA TR oy

acting chief director of the Centre for
Small Business Promotion, had said
that the Department of Trade and
Industry would pay the NS;?.C s core
operational expenses like salaries,
rent and ordinary telephones.
However, he told them on June 26
. this wasmot the case, the staff said in

£The} “’*laﬁﬁthat*’&ms’fah' Ruiters, A ajoﬁ‘ﬁ: siatemen‘t

g dey
cials had acted i m bad: =
to follow pI‘O;perp T ey
employees ofthe‘orgﬁm Shbi

rles
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Govt asked to agree to
employment subsidies

ep Ib|alas

Reneé Grawitzky

GOVERNMENT has been asked o dis-
cuss and debate its macroeconomic pol-
icy and to agree to the introduction of
employment subsidies,

ommunity representatives made
the request at the National Economic
Development and Labour Council
(Nedlac) as part of preparations for the
presidential job summit at the end of
thig month or in August.

Government is pushing for the sum-
mit to be held at the end of this month.
Other involved parties feel the present
round of discussions should determine
the date or that the event should take
place in August.

Measures to deal with the
marginalised informal sector of the
economy and the rural poor were cen-
tral to the community representatives’
submission for the summit. Nedlac
community convener Godfrey Jack
said opportunities should be created to
allow the informal sector to move into
the formal sector of the economy as it
had a huge potential to create jobs.

Jack’s proposals include a call to
- amend the Small Business Enabling
Act to cover the informal sector; calls
for legislation to recognise and protect
workers in the sector; the provision of
skills to facilitate labour market mo-
bility for these workers; and to make
microcredit available.

Jack said government should re-
vamp the social gecurity system to pro-
vide benefits for workers in both sec-
tors of the economy. It should intro-

Go) (=5

duce measures also to alleviate and
reduce rural poverty.

Jack said community representa-
tives at Nedlac supported the introduc-
tion of an employment subsidy. This
was supported also by labour. Commu-
nity representatives said this would
have the effect of reducing the cost to
employers of hiring labour while not
lowering wages and living standards.

Jack said economic incentives were
needed to encourage employers to com-
ply with job creation strategies. Em-
ployers could claim a tax credit for a
given share of their wage bill if they
employed unskilled workers.

e subsidy would encourage infor-
mal sector employers to come into the
tax net as it would take the form of a
tax credit, rather than a cash handout.

The subsidy could be paid for by new
taxes. Consideration could be given to
a tax on the employment of higher
gkilled workers or on fixed capital
assets.

Jack said government’s macroeco-
nomic policy could not be the main
driving force behind job creation.
Macroeconomic policy, he said, should
be moderately expansionist, rather
than restrictive, to allow other reforms
to take effect. .

It is understood that commumity
representatives, and Jmssibly Iabour,
might compromise and agree to a com-
mitmert from government that it
would endorse a post-summit debate
on the growth, employment and redis-
tribution strategy (Gear) and its link-
ing tojob creation.
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Business councils to find own fug S

Patrick Wadula

PROVINCIAL  small
business councils would
hayve to fend for them-
selves in arranging fund-
ing following the recent
liquidation of the Na-
tional Small Business
Council, gaid Deputy
Trade and Industry Min-
ister Phumzile Mlambo-
Ngeuka yesterday.
However, Mlambo-

was only a vehicle used
to channel funding to
small business councils
to cover their adminis-
trative costs.

“We will be looking
around for private sector
funding, for we have to
make sure we sustain
ourselves,”

Mrasi said the Enter-
prise Development for

Growth and Equity goj

gramme by thé na-
tional council, giving lo-
cal small buginess a com-
petitive edge, would
partially be taken over
by the trade and indus-
try department.
He said other pro-
ammes that were con-
ucted by the provincial
councils would continue
to be run by the councils

yi-yi-¥d

Ngeuka said the concépt
of promoting small bust-
ness would be kept glive
by the provincial bodies.
“Provincial small busi-
ness councils are needed
to continue so that when
we start another nation-
al body we don’t. have to
begin' from scratch in
setting up .provincial
structures,” she said.

.. Mlambo-Ngcuka ' said
the provincial councils
would be able to receive
support, as well as other

nonfinancial assistance,
|| from.all nine provineial

government small, medi-
uii-sized and’ micro-
enterprise deskg. .. .

.Gauteng . provincial
business counecil chair-
man, Churchill Mrasi,

said the national council .

¢ -h
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MICROLENDING %

IN SHYLOGK'S
IMAGE NO MORE

Small loans without usury

he Regim ol[ 3’5111'13; L?agns to intro-

duce regulatory changes to clean up
microlending and improve its image. This
could breathe new life into the industry.

Microlenders target low-income individ-
uals, traditionally shunned by banks as
high-risk borrowers. They fill the gap be-
tween informal money lenders and formal
financial institutions.

The industty is valued at about R13bn
but is still considered to be in its infancy.

Piet du Plessis, professor in the de-
partment of business management at the
University of Stellenbosch, estimates that
industry turhover increased by 280% be-
tween 1995 and 1997.

But its growth is hampered by inef-
fectual legislation that allows bad prac-
tices to flourish.

Association of Microlenders executive
officer Flip du Plooy says the industry
could be an asset to the SA economy if
propetly regulated.

The Registrar of Banks is proposing
amendments to the Usury Act and the
Banks Act that it believes will stimulate
microlending while making it hard for loan
sharks to operate.

The Usury Act is designed to protect
borrowers from exorbitant interest rates
by placing a ceiling on the rates lenders
may charge; the Banks Act allows only
banks to take deposits from the public.

These prohibitions have restricted the
ability of lenders to provide funds to high-
risk borrowers since, to compensate for a
relatively high rate of default, lenders
charge high interest.

Allowing microlenders to take deposits
from the public will cut the cost of raising
funds, thereby lowering the rates they
charge on loans.

Praposals under discussion would allow
microlenders registered with the Depart-
ment of Trade & Industry to take deposits
from the public of up to R30m.

These moves would increase the scope
of microlending by raising the threshold at
which the Usury Act applies to loans from
Ré 000 to R20 000.

The plan could also help stop the un-
popular system of confiscating debtors’ bank
cards as a form of security. Sionefo Radehe
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Opport

By Wilson Ramothata”

SMALL, medium and micro enterpris-
es (SMMEs) with export potential are
invited to apply for participation on
the Ministry of Trade and Indusiry
trade mission to Canada from
September 23.

The seven-day, high-powered trade
mission, to be led by Trade and
Industry Minister Alec Erwin, is
aimed at exploring investment oppor-
tunities for South Africa in Canada.

The ministry said successful appli-
cants would qualify for financial assis-
tance under the Export Marketing and
Investment Assistance (Emia) scheme.

The mission, timed to coincide
with the state visit to Canada by
President Nelson Mandela, will focus
on encouraging Canadian companies
to invest in South Africa.

The ministry said the mission
would start with a one-day investment
cenference in Toronto aimed at pro-
moting South Africa as an investment
destination.

This will be followed by three days
of individual appointments with

. - 1

unity
for S(:_é firn

o
potential business partners.

Direct investment from Canada is
growing steadily and some 60
Canadian companies now have a pres-
ence in South Aftrica, the ministry said
in a statement.

According to the ministry, bilateral
trade between the two countries,
which now stands at R3 billion a year,
has trebled since sanctions were lifted
in 1994,

The principal exports to Canada in
1977, said the ministry, comprised raw
materials and agricultural products,
while South Africa imported mainly
wheat and capital equipment.

Vast potential

However, the ministry said trade
between the two countries was very
small in international terms and there
was thus vast potential for exploiting
trade opportunities. '

Any South African firms wishing
to apply to participate in the mission
should contact the ministry before
July 31 or call Paul Pieterse at 012)
310-9345 or fax (012) 320-8157, e-
mail Paul@dti.pwv.gov.za.

11743
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BUSINESS EDITOR
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Johannesburg — The pay d:i},p}i‘te ,

between the department of tradeand .
indusiry and employees of ibre;flll}:*“?
fated National Small Busines -ﬁoﬁn‘z’%

cil (NSBC) had been resolved,-a de-.
partment spokesman said yesterdag.
The council members reported
the department to the Commission,
for Conciliation, Mediation and
Arbitration (CCMA) last week in an |

attempt to get the department to pay~ -

their salaries. They had not been
paid since last month.

The complaint followed the de-
partment’s decision to liquidate the
NSRC, a section 21 company, because
of alleged financial irregularities by

Ta “

ckin NSBC. pay

the company’s management and -~ d

because it was insolvent. The NSBC
was established by the government in
1996. Two weeks ago, the department
fired-the company’s five directors,
eventhough they were not implicated
4n the:alleged-abuse of public funds
and had requested the forensic inves-
tigation. The department has appoint-
ed two of its officials to run the
NSBC’s affairs. These are Alistair
Ruiters, acting chief director of small
business promotion, and Alroy Ditks,

.the director of the department’s
" centre for small business promotion.

_ The department spokesman said
the agreement reached last week pro-
vided that the disgruntled employees
submit their wage claims to the
Ernst & Young, the auditors who con-

e

cted theforensic investigation.
“On verification (of their claims),
the staff would be compensated,” he
said. He could not say how much
money was involved,

But Churchill Mrasi, an NSBC
councillor and the chairman of the
Gauteng Provincial Small Business
Council, 3aid the staff would be paid
three months’ salary. He said nation-
al and provincial councillors were
owed money for attending NSBC
meetings. They would also submit
claims for payment against the com-
pany to the auditors.

Mrasi said some councillors had
not been paid for meetings attended
since last year. The were paid about
R300 for provincial meetings and
R400 for national meetings.




COMPANIES

Empowerment groups

deliver 298%

Amanda Vermeulen

LISTED black empowerment
Sompanies have delivered an av-
erage return of 298% in the past
two years compared with the Jo-
hannesburg Stock Exchange’s
(JSE) all share index performance
of 2,4%, but their acquisition
strategies could jeopardise future
delivery of shareholder value, a
recent report says.

The report, written by Real
Africa Durolink Securities (RAD)
and its research partners Nomura
International, said there were 28
black-controlled companies on the
JSE with a market capitalisation
of R66,7bn. This represents 6% of
the total JSE market value.

It said empowerment compa-
nies were trading at a premium to
the JSE. The premium is based on
preferential access to growth ar-
eas in the economy and a focus on
the financial services sector,
which is trading on a price earn-
ings ratio of between 20 and 30.

Some of the most prominent
plack-owned groups — such as Re-
al Africa (Rail) and New Africa
(Nail) — have significant interests
-in insurance and banking. Other
targeted industries were informa-

b 23]7(98

RAD-Nomura empowerment index

Empowerement index vs JSE all share
and JSE financial index
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tion technology and media.

However, the RAD-Nomura re-
port warned that a potential
source of difficulty was the new
entrants’ lack of focus in acquisi-
tion strategy.

“Empowerment companies ap-
pear to be buying up everything
and anything which is up for sale.

“What is alarming is the di-
verse and unfocused nature of the
portfolio spread of the new 'em-
powerment companies (and) there
is a real danger that (they) could

1 T

return
@0

start to look as unfocused as the
white conglomerates of the 1970s
and 1980s.”

RAD-Nomura said a focused
acquisition strategy was impor-
tant if empowerment companies
were to deliver value to sharehold-
ers, adding that “we are sceptical
about the ability of these unfo-
cused groups to enhance long-
term ... value”.

‘The report also highlighted the
funding of black empowerment
deals. Black business had used eq-
uity to make acquisitions, creat-
ing internationally unpopular and
complex structures, it sand.

“As (empowerment) companies
become more mature, it will be
necessary for them to adopt more
conventional owmership and
group structures to retain in-
vestpr confidence.”

The report warned that with
SA’s high interest rate environ-
ment and low gross domestic prod-
uct growth, it was likely that em-
powerment companies which had
used debt funding could end up in
gerious financial difficulty.

The report said of the listed
companies Rail, Nail and African
Harvest were the “undoubted
leaders of pack”.

4 4 1 . 4




minister
! @‘% MGUDLWA ’
"By gglalas 3

Small Business Council (NSBC)"
had violated tax laws, failed to
‘stick to budgets and exceeded its
travel éxpenses, Deputy Minister
of Trade and Industry Phumzile
Mlambo-Ngcuka hastolda -
parliamentary. brleﬁng

Mrs Mlambo-Ngeuka was yester-
day explaining to parllament’s portfo-
lio committee on trade and-industry
her department’s decisionto sack five
NSBC directorslast month.. .

She said her department had
appeinted two of 1ts off1c1als to run
the NSBC's affairs. ‘

' These were Alistair Ru1ters act-
ing chief director of small business ¢
promotlon, -ahd Alroy: Dirks,the
director of the department’s centre

A for small business promotion.

Mrs Mlambo-Ngeuka added that
the NSBC had realised in December
that it was in financial erisis.

Government in 1996 to represent the
interests of small business and to

proimoting small businesses.
-Allegations of financial irregulari:
ties, administrative mismanagement
\ and falsification of financial reports
surfaced earlier this year after a
report of a committee established to
probe the NSBC’s affairs wasleaked, '

Mis Mlambo- Ngeuka said her
department was in the process of ini-
tiating discussions to appoint a body
to handle some of the NSBC's activi-
ties. Dtscussmns had already been -

/ held - with the Germany based .
Frledrlch Ebert Stiftung.:. . 5

Accountmg firm Ernst & Young -
had been asked to probe the financial _
aﬂ”alrs of the NSBC. ;

“The Ernst & Young report also’
confirmed to the Department of
Trade and Industry that the NSBC
was insolvent in that it was unable to
meet its commitments,” .said Mrs
Mlambo Ngcuka.

‘Committee members commented
during the briefing that there was a
need for public hearings to allow all

, theseamvolved in the NSBC to have
an opportumty to voice their views.

——

The NSBC was established by the -~

steer government policies towards o
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Officials...
slammed for
silence on

NSSBC Crisis

I.YNDA Loxwu

ent of
irade and mdustry was yesterday
rapped over the knuckles for
keeping quiet for s0 long abput
the crisis in the now technically
bankrupt National Small Busi-
ness Council (NSBC).

After a briefing on the col-

lapse of the NSBC by Phumzile
Mlambo-Ngcuka, the deputy
minister, and Alroy Dirks, the
chief director of small business
promotion, members of the port-
folio committee on trade and
industry expressed outrage. '
' ~They blamed officials who
had abused the trust placed on
them and misappropriated funds
from the NSBC. -

_-" " But, they said, the depariment

should have kept the committee
moré’closely informed abéiit
developments in the couneil as-it

. was embarrassing to hear about
all this from the newspapers. “If
we donot know what is happening,
we become fools,” said one mem-
ber of the portfolio committee.

They said it had become clear
as far back as December last year
that there were problems in the
way the NSBC was being run, but
the first committee members
heard of it was in press reports
during the winter recess.

In a bid to salvage the credi-
bility of the troubled small busi-

. ness programme, the commitiee
decided to hold public hearings
on the way forward.

The committee.also asked the
department to ensure that a care-
taker structure was put in place
to ensure that the provineial
small business programmes
could continue.

They also wanted stricter con-

. frols to ensure that the misuse of
funds did not recur, while a

. “whistle-blowing” mechanism
was introduced so that staff who
noticed any irregularities could
report them.

Dirks said the department
was holding discussions with-
several donors about the possibil-

. ity ofrefuriding the' NSBG; whick
was established in 1995 with an
initial grant of R3 million.
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Mustek, Numsa in empowerment deal
L bl /98 (70
tranche of 2,5 milliod Mustek  value to the Yeal .../but we expect

RENEE BONORCHIS

Johannesburg — Mustek, the
local computer assembler and
distributor, said yesterday that
Numsa Investment Company, the
wnion investment arm, would
acquire up to 20 percent of the
company, becoming the biggest
stakeholder after management.
The first 5 percent of the
empowerment transaction was
worth R35 million, said Mustek.
The deal was implemented in
two tranches, with the first

shares acgiured by the Numsa
Investment Company on July 16
and the balance of 1,835 million
to be issued for cash. Sanlam will
fund the deal, raising Mustek’s
net asset value by 6,5 percent.

Barry Pulford, the managing
director of Lomberg Pulford &
Company, the brokers for the
deal, said there was no change in
the earnings forecast.

%t is hard to quantify how
Numsa (National Union of Metal-
workers of South Africa) will add

significant value through Mus-
tel’s closer ties to government,
unions and parastatals,” he said.

David Kan, Mustek’s chief
executive, said: “Now we can eas-
{ly identify black management for
our company and we will also be
able to attract more tenders from
the government and parastal A

Mustek shares closed un-
changed at 950¢ yesterday on the
JSE.

[0 Business Watch, Page 2
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New Nafcoc president
p}an)s transf rmgtlgné,

By Joshua Raboroko

NEWLY-ELECTED president of the
National African Federated Chamber

of Commerce (Nafcoc) Steve Skosana’

is to unveil new strategies for the busi-
ness organisation at a meeting in
Johannesburg today.

Skosana, who is a veteran business-
man~and foriner president of the
Mpumalanga Chamber of Commerce,
was clected Nafcoc president at the
weekend for the next two years.

Itis hoped that the organisation will
undergo serious transformation during
this pericd and work closely with other
business organisations in the country.

It is already represented in Nedlac.

Surprisu_é result

The elecfion came as a surprise to
most delegates after president Joe
Hlongwane and his deputy Peter
Rabali announced that they would
not stand for election because “we
want young blood to take charge of
business”,

+ Hiongwane, who has been presi-
dent through many-years of fyrmoil in
the bugingsy’ fl‘hférrﬁty*stepped down at

e Tyg“;l‘;end mieeting, saying he was in

favour of youth ta ng over Nafcoc's
leadership.

Nafcoc wants to have a_youth
chamber that will advance the aspira-
tions of young entrepreneurs.

With this in mind, a few students
from universities and technikons have
been invited by Nafcoc to brainstorm-
ing sessions.

Nafcoc chief executive officer
Phillip Machaba said that Nafcoc's
new president would announce major
changes to the organisation, particular-
Iy during the period of transformation.

Dependency syndrome

Black business needed to get out of the
dependency syndrome and play a role
towards empowering poor communi-

. v ties-as well as aim at being listed on the

Johannesburg Stock Exchange.

He said Nafcoc would hold its 34th
annual conference from September 6
to 9 at Sun City, near Rustenburg.

The theme of this year’s conference
is “Black Economic Empowerment —Js
the Trapsition from Grassroots to the
JSEr attainable — What are the solu-
tions?” The conference will be official-
ly opened by North West Premier Popo
Molefe.




By Isaac Moledi

P MALL, medium and micro enter-
i, Drises are feeling the pinch of

“J@high interest rates as the recent

B increases have pushed the cost
of borrowing from local financial insti-
tutions beyond the reach of most of
them.

Emerging farmers, manufacturers
and most empowerment groups have not
been spared from the problem,

Luke Doig, credit guarantee senior
economist of the credit insurer which
insures debtor books of most smalf busi-
hesses, said most SMMEs were facing
insurmountable problems of cash flow
and working capital,

The National African Farmers’
Union (Nafu) chief executive Andrew
Makenete said the lack of creditworthi-
ness of most emerging businesses, par-
ticularly black farmers, was seriously
impacting on their prospects because
interest rate hikes had resulted in themn

'~ paying rates above prime.

He also criticised the banks” interest

rate stracture, saying “it was unfairly
penalising emerging farmers and creat.
ing a heavy burden” for them fo func-
tion.

“We know that most of the emerging
black farmers have no credit history and
this is being used by the banks to punish
them. In the end it’s their businesses that
suffer most,” he said.

Makenete said those who managed
to secure loans had done 50 at a higher
price and *“now were finding it difficult
to service those loans”,

Profit from ventures

“The difficulty is that food prices have
by and large remained tefatively con-
stant. And because black farmers have
not been able to profit from their ven-

‘tures, this has made it difficult to expand

their businesses or invest in new equip-
ment,” he said.

He said Nafu was engaged in talks
with the Land and Agticultural Bank to
discuss these issues.

“There is a huge outcry out there
because our members feel that the

ates

businesses

hit

Government is not deing enough and
has no programme for black farmers,
We say the Government has to intervene
o address these problems,” said
Makenete,

Like in industry, Makenete called for
the establishment of an empowerment
fund to focus on issues affecting emerg-
ing farmers,

But analysts have argued that it was
not only emerging farmers who faced
these problems.

“The recent increases in interest rates
have pushed the costs of borrowing from
local institutions beyond the reach of
most empowerment groups,” they said.

The immediate grounds for a recov-
ery, analysts said, were not yet on sight,
adding that the rate will probably rise
more before declining,

Doig said: “Businesses have to
realise that as the cconomy is going
through a slow-down, they have to take
a pinch.

“But the government should send
more positive messages to investors,
particulady on privatisation.”

T —— DY |
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‘Café down

E__Eamé__%._f.l
Johannesburg - Most people’s idea of a
convenience store was once the café
down the road, where prices were
invariably high, but where essentials
were sold after normal retail hours.
Today, consumers are flocking to mod-

ern, brightly lit shops atlocal petrol stations, -

or to a host of others dispensing everything

— -

. — ———— w—— A

from hot cappuccinos to freshly baked crois-
sants at all hours. g
There were 729 such stores operLon petrol
station forecourts by February this year,
and, says Nicky Williams, marketing execu-
tive of Metro Distribution Chain: “Thisisa

| massive expansion of a retail sectorthat
“didn’t exist in this country six yearsago.” =, .

Recognising the growth of the sector™
internationally, all the major oil companies -

the road’ grows into convenjience,

with petrol stations are now operat
venience stores.

This marks a changing trend in con-
sumer habits, and it won’t stop there either,
says Jocelyn Daly, managing direetor of C-
Stores 4 Africa.

Ms Daly says: “The sector is growing at
an ever-increasing rate as the buying habits
oF consumers shift towards more accessible
shopping outlets open outside traditional

orking hours, offering the ¢o erahost
of concentrated and easily accessible conve-

nience facilities.”
The increase in the forecourt and conve-

- nience stores market can only benefit the

consumer, says Ian Gursen, director of the
Forecourt, C-store and Supermarket Africa. -

Supermarket chains now are also jump-
ing on this winning wagon. Pick 'n Pay and

Shoprite Checkers have made forays into

|

the market, recognising the potential of the

_convenience store retail market.

Far from trying to break inon the Bm.n.wm_“
of the traditional supermarket, convenience

--stores and garage shops are carving out

their own niches. Their customers, too,

‘exhibit habits different from the big month- -
. 1y supermarket shoppers.

Most-of the pecple (about 60 14} who shop

only when other stores are closed.
© gafety is high on the agenda of the mod-
ern consumer, and many say they use fore-
court stores because they are safer. Many
also use a garage shop when they are there,
anyway, fillingup with petrol, accordingtoa
survey by Market Research Africa. -
Customers spend on average less than

R20 and buy snacks, fresh bread and milk
and use these shops mostly in emergencies.

=

. at garage shops buy snacks and most shop

9SN Spuesnoy] Sal0ls



Nafcoc rejects
empowerment
minus control

THABO LEsHiLo ?0

L‘% ) %g ‘[qg BUSINESS EDITOR
gi’ nesbur The National

African Federated Chamber of Com-
merce and Industry (Nafcoc) still had
its eye on acquiring a stake in the
privatised Airports Company of South
Africa, David Mokoena, Nafecoe's
general secretary, said yesterday

But Mokoena told a press confer-
ence that Nafeoc still had serious mis-
givings about the Airports Company’s
empowerment deal, because it did not
allow for meaningful black control,

“The stake available to black 8roups
is too expensive, making it difficult for
any group to have a significant share.
holding to give it a say in how the
company is run,” said Mokoena, “Tt will
not lead to grass-roots empowerment,”

Because of lack of funding,
empowerment groups managed to buy
only 4,2 percent of the 10 percent stake

made available recently to these _ v
groups. The 10 percent stake is worth ! A
R400 million. NN Y

The government was expected to

GRASS-ROOTS POWER Steve Sk

dispose of the remaining 5,8 percent sana, the newly elected president o

by floating it, together with its 51 per-
cent stake in Acsa, on the JSE within

Nafeoc, says the organisation is comimitted to bringing black business, and
especially small business, into the mainstrean economy PHOTO SERAAYIN TAIT

three years. However, it was still Open
to proposals from empowerment
groups on the unsold stake.

Aeroporti di Roma has 20 bercent
of Acsa. Acsa management and em-
ployees hold 9 percent and the Nation-
al Empowerment Fund has 10 percent.

Mokoena said Nafcoe had pulled
out of the initial bidding because of
misgivings about the lack of meaning-

ful participation and representation.

“A pure equity investment does not
meet the requirements of real empow-
erment,” he said,

However, DMG, the transaction
adviser to Acsa on the privatisation,
ruled out the possibility of the state
changing the termsfor the sale of the
5,8 percent stake.

Steve Skhosana, Nafcoc's new
president, committed his executive to
butting Nafcoc at the forefront of the
struggle to bringing black business
into the mainstream economy.

He said Nafcoc would continge to
lobby the government as well as local
and international bodies to promote
the development of small business,




IR R

| Black businesses

‘slow to join

é% ormal sector’
Patric| I |

BLAC v:é:é[gl?vgre notrbe-

.ing brought into the main-

streamt 'of the.economy as quick-
ly as was expected, Steve
Skhosana, the new president of -
the National African Federated
Chamber' of Commerce (Naf-

| eoc), said yesterday. :

He said Nafcoc would push
aggressively for black busi-
ness’s entry into the economic
mainstream.

Skhosana, who was. presi-

dent of the Mpumalanga Cham-
“ber of Commerce, replaces Joe

Hlongwane for a two-year term

| of office after Hlongwane served
. two consecutive terms,

. He said black businesses had
themselves to blame for the de-
lay in the integration of their
businesses into the formal sec-

- tor of the economy. '

“Black people are still divid-
ed, due to the division that was
imposed on them in the

- apartheid days and this is not

helping when it comes to speak
with a unified voice.”

Skhosana said a unified
voice would go along way to pro-
vide guidance to government on
policies relating to black busi-
nesses, which were mainly
small, micro and medium-gized

.enterprises. -

He said. the organisation
planned to raise financial and
nonfinancial resources inter-
nally for the sustainability of
provincial and regiona) offices.
Thesé were expected'to provide
services to chamber members in
their respective areas.




Medical Séhemes Bill

aims to end risk rating_

N . R £

Josey Ballenger m ?, g l 4 %l L ;C? .
DRAFT ‘legislation intended to stop ical
schemes from discriminating against potential mem-
bers on the basis of age, sex or state of health would
have regulations to protect the schemes against op-
portunistic behaviour which could bankrupt the sys-
tem, a health department consultant said yesterday.

The Medical Schemes Bill, which state law ad-
visors are expected to certify for publication within

fwo weeks, will outlaw discrimination on the
‘age, sex, past or present state of heglth, or claims

exligrience other in special circumstances.
epartment consultant Patrick Masobe told a Jo-
hannesburg forum that this would remove “rigk rat-
ing”, whereby medical stherues- charged different
g‘:]':miums based on age, gender and health status.
o bill would impose “community rating” where the
onlgcremium criterion would be income. - '
eptions would be provided for in regulations to
g:otect medical aid schemes “afainst opportunistic
haviour” where people joine

tections would include a waiting period for pre-ex-
isting conditions and premium penalties withi de-
fined bands forlatejoiners. . = D

A list of minimum benefits related to essential and
cost-effective cover, a focus on hospital services an

full cover for public hospital services, w be cut-
lined in rules tobe drafted by a working conimittee.
Gerald Sweidan, the MD of Pharos Medical Plan

who hosted the forum, said the bill’s objectives were
“gery noble” but that the industry wo d have been
more supportive if the bill had been part of a social
health insurance bill, as originally envisioned.
Sweidan said the bill got “to marks® for gover-’
nance because of its propose requirements for
trustees and accredited administrators, an indepen-
dent audit committee, a council with “more teeth” to
augment the current registrar and offences and
penalties for fraud.

. L U

: schemes only once-|.
4 they became ill or developed a condition. The pro-

Small 5usiﬁ¢ss,
épogsl‘ cousin

and some banking insti-
tutions are still hesitant
about identifying the
Sl el businoss OB
a poten uginess
ortunity, Eskom smoaril
usiness development
officer Jenny Rogers said
yesterday. ‘
ing of Eskom’s second
Small Buginess Exhibi-
tion at Nasrec, Rogers
said it was difficult to en-
tice established busi-
nesses to showease thei
products and services.
. Big companies Saw
the smaill business sector
as being unable to con-
tribute substantially to
their bottomline profits.

ing 80 exhibitors, runs
until tomorrow and is

trepreneurs to find ai-
forgable husiness ideas
and solutions. It also
caters for unemployed
people who want to start
their own businesses.

' The exhibition focus-
es on 'manufacturing
bhusiness, g,g_robusiness

and fran as in-
roads for small business

development.

¥,
Speaking at the open-

The exhibition, hous- _

aimed at providing op- .
portunities for black en- .
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Companies under black control account for
more than 10% of the JSE’s total value.
LEE-ANNE SMITH looks at the rapid rise of
black business. Pictures: JEREMY GLYN

Empowerment
giants flex

alk to blackentrepreneurs and
- they will tell you that although
-the first democratic elections

'brought immediate political
emancipation, economic liberation will
take decades to unfold.

Still, what began-as a quiet revolution
with small, but often successful, en-
trepreneurs operating on the fringes of
the economy has taken a quanfum leap
forward as multimillion-rapd black em-

powerment deals have stamped an in-.

delible mark on the SA business land-
scape.

These days most deals and tenders
awarded have a black empowerment
component, and empowerment entj-
ties, including women’s
and trade union group-
ings, have begun to carve
out niches for themselves
in virtually every sector of
the economy.

According to strategic
research and investment
consultancy BusinessMap

their m

. ‘Black
‘corporate
activity on the
JSE identifies
the industries

@%%'4?5 |

activity on the JSE provides a useful
barometer of black business activity, as
well as identifies the major and new
players and the industries which are
attracting the most attention,” says the
review.

At the time of the review, 28 black-
controlled, as opposed to black-influ-
enced, firms on the JSE with a market
cap of R67.8-billion accounted for
around 5.6% of the JSE’s total market
cap. ‘
This excluded Brimstone which had
just been listed. (In September 1995 11
black-owned coémpanies with a com-
bined market cap of R4.6-billion were
listed on the JSE),

The review also noted
the beginnings of a trend
of black companies re-
structuring initial invest-
ments to become refo-
cused.

Ernst & Young's 1997
Review of Merger and Ac-
quisition Activity notes

S5A’s 1997 Black Economic evidence of maturation of
Empowerment Review, . some of the black eco-
only around 20 empower- Wthh are nomic empowerment pio-
ment.deals took place in : neers.

the first year of the new al‘tr actmg the Nail increased its eco-

South Africa.

Today it is recording
about 20 a month.

There has also been arapid growth in
the number of individuals and compa-
nies involved in transactions. Busi-
nessMap's database lists more than 500
companies-which have, or are, partic-
ipating in major deals,

BusinessMap, in its latest quarterly
review of black influence on the JSE,
identifies 68 black-influenced compa-
nies listed on the JSE with the value of
the black interest worth R22-billion.
(R145.6-billion is the total value of the
firms in which they are invested). This
compares with 48 identified in Novem-
ber 1997, with a total market cap of
R67.7-hillion,

“No matter how small the black in-
terests are as a proportion of the JSE's
total market cap, the black corporate

most attention’

nomic  interest in
Metropolitan Life and list-
ed its African Merchant
Bank (AMB) subsidiary on the JSE in
November 1957, moves which created
substantial wealth for shareholders.
Another sign of maturity was the
R403-million rights issue by Real Africa
Holdings in 1997 — a third more than
the R300-million originaily planned.
“Black chip companies are now reck-
oned to control some 10% of the market
capitalisation of the JSE, though their
beneficial ownership might be lower,”

- says Ernst & Young corporate finance

partner Dave Thayser.

The review says the speed and scale
of black empowerment, although frus-
tratingly slow for some, nevertheless
demonstrates the extent to which eco-
nomic control is shifting towards the
political centre of gravity.
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Department ol )
ttade in hot
Water on NSBC
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LYnDA LOXTON ment, were also some questions
‘ PAR[IAMENTARY corresPONDENT  of focus and tasks.”
But it would be important not

Cape Town — The department of  to lose the skills buili up by staff

‘trade and industry might be  atthe council, “and so there does

summoned to appear before a  need to be an interim solution”.

parhamentary comsnitiee to ex- The role of the trade and in-
plain its role in the recent col- dustry department' would also
lapse of the National Small Busi- have to be examined, especially
riess Council (NSBC), it emerged  its relationship with the national

vesterday. and provincial small business
Rob Davies, the trade and  councils and the committee.
industry committee chairman, “We will have to consider

éaid'étnter the committee’s hear- whether when the (council) was
ings on the troubles at NSBC, “we . born, it was just left and not suf-
have to decide whether we wantto  ficiently supported,” Davies said.

. hear fur-ther from the departmént It had also been guestioned

on its role in terms of procedurés hether the co-ordin: ion be-
of the’ ‘Small Business Act”. tween the council and various

It would also have to consider  other institutions supporting
if it would accept the viéw given  small business had not been at &

. that"éither the existing council : high enough political level
shoiild be reinstated, or that Sello Mahlo, the former

“there were such profound chairman of the Northern
financial matters and misman- Province provincial small busi-
agement, that there is no option  ness council, told the committee
but to liquidate the section 21 the relationship between the
company. - management and the council
“There is probably a consen- - had been governed by suspicion,
sus that a body performing the lack of respect, defiance and
function of the NSBC is neces- ' back-stabbing.
sary, bt what has been raised, as “Solid leadershlp was lacking
well as the financial mismanage-  on both sides.”

t
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HE emergence of an

elite club of black

professionals and

businessmen in South
Africa has raised fears among
some chservers, who fear the
potential power of a murky
group similar to the
Broederbond of the
apartheid era.

But despite its name, the
Network, it is not a
conspiracy to secretly
centralise power. It does not
want to influence all facets of
life, remote-control people
without them knowing it or
make a probiematic ideclogy
acceptable and dominant.

The Network is much more
modest and above board. The
Network will be “loose”, in
the words of Network leader
Saki Macozoma, transparent
and, we hope, remain in
conversation with the the rest
of us.

It combines qualities
associated with an alliance
for power with those of
solidarity formations of the
underdog.

The Network is a good
thing. It has downsides, but

A”uHﬁmwwmﬁﬂmwwmmwww

the good reasons for its
existence outweigh those,

The early reporting on the
group — then known as the
Africanbond — just did not
get it right.

The focus was on how the
white establishment viewed
such a group; this was indeed
“news”, but, if anything, such
treatment of the story merely
underlined the need for such
a body.

More relevant and
‘interesting is a discussion of
the ways in which such a
group’s existence may be
controversial within the black
commurity.

Groups such as these are
usually unaware of the extent
to which they distort power
balances in the community
they want to speak for.

There is the issue of
women: if the Network is
mainly a male club, what will
be the impact on black

women? The Network
features women in leadership,
but black women, I'm sure,
will be checking to see how
their interests are dealt with.

One may also ask: how will
non-Gauteng based black
business leaders be affected.
Will their marginality be
lessened or increased?

And what will be the
Network’s impact be on open-
membership black
organisations that share the
goal of black economic
empowerment? Will the
Network work with or ignore
organisations such as the
Black Management Forum and
the black business
associations?

The Network will have to
deal with the fears of black
professionals not linked to it.
If the body, as part of its
defence of the transformation
vision, seeks to influence
deployment of top black

a vision for transfo
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skills, it could end up in the
gatekeeper role. Those
unconnected to it — and who
feel robbed of a fair chance to
land those plum positions —
will soon make their
disgruntlement known.

Nevertheless, the Network
has wide support, especially
for its role of mutual support
to managers facing the
challenges of — and
opposition to —

1
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implementing transformation.

Black opinion-making
sectors generally hail the
Network, So do some in the
white community — such is
the concern about the
faltering pace of
transformation.

A major issue is whether
the Network can contribute to
building a vision. Will it help
create and renew the vision
needed for transformation?
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Businessmen want nonracial body
Go) 0 1 agg 2ctal body

One source said the main issue re-
THE co-operation between black and mained the creation of a new organi-
white business leaders which led to sation out of the existing myriad of em-
last week’s announcement of a Rlbn  ployer and_sectoral organisations.

Reneé Grawitzky.

business trust aimed at creating jobs, e main aim was to ensure the sue-
had led to a growing realisation of the cessful establishment of the trust. The
need for a unified, nonracial business feeling was “let’s get this on the road”
organisation, business sources said at and then investigate the possibility of a

the weekend. nonracial bady, a source gaid,

They said a cohesive business or- Sources said although the Black
ganisation could engage with govern- Business Council had some concerns
ment and parties in southern Africa. about white business, they believed

Informal, exploratory talks between that forming one body was important,
white and black leaders to examine the
| creation of the new organisation had Comn}tent: Pagell1
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CRIME was undoubtedly the most
'seuouswxmpedlment to  South

Africa’s growth prospects, affecting
L=-40 percent of goods-transit opera-
tions, South African Chamber of
Business (Sacob) . president
Humphrey Khoza said on Friday.
“There is simply no doubt about
it — crime pays in South Africa,” he
said during the se¢ond annual con-
gress of the Gauteng Association
of Chamber of Commerce and
Industry (Gaccr) m Krugersdorp
last week., .- i
Khoza said that crime was not
increasing in generaLbecause ords-
nary South Afncans were takmg
more precautions,” "~ " T T %
He said South Aﬁ'u:a was stlll a
long way from the stage when crime’
wotld not be a constraint on bus:-
ness and investment. ...
It was likely that the prwate
sector would increasingly be called
upon to assnst provmcnal govem-

- R}

- .

South African Chamber of b
.'Business president Humphrey
~Khoza, _PIC: ANTONIO MUCHAVE
j: ment 3 structures i capacity
building. . -&.. & %1’
. He warned that transformation
“needed to be completed first before
creating new institations.
He said Sacob and the chamber
movernent should become more

" representative of the population at

r e aaBlil s il o S

large.

ﬁxA demographlcally representa—
tive chamber movement would play
a more vital role in building ity
towards the development of South
Africa. :

2% Apart  from the immediate
ulssues that business has to address,
ﬁle %hamber movement will also
help to consolidate democracy and
&eg'ﬁpomic transformation.”

New law

Addressing the same gathering on
tite Competition Bill, chief director
for business regulations and con-
* sumier services in the Department of
#Trade and Industry Dr Allistair
‘Ruiters said the new law, which will
nc;ome into effect in October, was
‘a:[med at formulating a holistic
approach on how businesses should
Operate.
s He said once in operation, the
new law would support and protect
businesses, while at the same time
opening new opportenities for

small busmess
r‘ on -
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CHARLOTIE MATHEWS

oney is rarely men-
Mtloned when black
empowerment deals

are anmounced, giving rice to a
general ausplcion that empow-
erment groups recelva gifts of
shares in listed companies for
" purely public relations reasos,
The confusion is not surpris-

ing, since the structuring of the
deals Is complex. The main
* financier behind the deal is-
_dnvisible to the public. Often the

fig saparates owrershin®}

m voting rights. But no-one "
« gots anything for free.

A corporate finance special-
ist at a major {nvestment bank
explains that most of the
empowerment deals do not re-
quire any money up front from
the black consortium.

A special purpose vehicle
(bankers call itan SPV) is created
with a limited lifespan, generally -
three to five years. The SPV holds
the shares being acquired in, let

“us call it, Listed Company X.

The cash to buy Listed Com-
pany X's shares will be supplied
by an institution such as San-
lam op Old Mutual, or a bank.

Listed Company X's shares
will then be dwned by the SPV,
which in turn wilt have as its
ordinary shareholders the black
empowerment group. This struc-
ture gives the black consortium
voting powers over the chunk of
Listed Company X shares,

The financing nstitution will
hold preference shares in the
SPY, either serviced from Listed
Company X's dividends, or accu-
mulated over the life of the SPV,

Often there Is an “equity
upside” for the institution in the
deal, which means that any
profit at the end of the lifespan
of the SPV will be split between
the institution and the black
empowerment group.

On the other hand, if the

Noﬂﬂhg

EMPOWERMENT DEALS

TR

value of Listed Company X's

for nothm i

U,J‘
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years tend to be' the most

shares fall below the value of * successful because of the enor-

the debt, the black empower-
ment group can walk away
empty handed: no shares, but no
debt either. The financing Insti-
tutlon takes the knock.

For the listed company, black
empowerment deals promise to
bring in a new market — for
example, the opportunity to sell
to union members or govern-
ment departments — or new
contacts, particularly with influ-
ence in government circles,

For the black empowerment
group, these structures offor the
opportunity to acguire the
shares of a listed group, often at
& discount of up to 20 percent,
hopefully make changes to the
attitude and business opera-
tions of the listed company and
make a profit if the company’s
share price flourishes,

A corporate financter says
deals between information tech-
nelogy companies and black
consortiums in the last few

, mous appreciation In some of -
" those share prices.

The real guestion is what

motivates the funding institu-

tion — the Sanlams and Old ' -

Mutuals — other than the rather

intangible hope of ingratiating

, theinselves with those close to
+ the ruling party.

Nomhle Canca, the director ,

of Wiphold, the women's*
empowerment group, says the
role that empowerment groups
fill as far as the institutions are -
concerned is that they get access
to tightly held stocks and/or a
favourable entry price in well
performing stocks to which the
institutions otherwise wounld

» ot be able to get exposure, i

Understanding that role
means that empowerment
groups should know when tosay
“no” if the favourable condi-
tions for the transaction do not
exist. It is wiser to resist appar-
ently tempting deals that do not
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achieve a return above the

good rule

Mustaq Brey, the chairman
. of Brimstone Investment Corpo-
. ration, says the only one of
Brimstone’s deals that used a
special-purpose vehicle was its
. first: it bought into Oceana Fish-
¢ Ingby paying R million upfront
¥ and borrowing the other
R4,5 milllon — an extremely
, sueccessful stratapy
v The deal was done at about
R2562 & share and Ocfish’s share
price is currently around R6.
Brimstone has serviced the debt

+ evEry 3ik months. The R4,5 mil- .

.+ /Hon capital amount outstanding
will be repaid, at the termina-
tion of the SPV in November
this year, from cash, not by
.selling Ocfish shares.

Subsequently, Brimstone has
raised funds through public
offers, one last November and a
second for its listing o the JSE
in July It now pays eash for its
acquisitions, sometimes up

+ front, sometimes over a period

return that investors could of several years.
otherwise obtain on the JSE, Brimstone’s objectives tn
The earliest deals where entering into these deals is to
Wiphold used SPVs were inbuy-  buy into companies where it
ing into Bidvest and later into  feels It can make a difference or
Smart Centre (which was con- * whére it Iooks like a good deal
solidated into listed Retaill Ap- for Brimstone shareholders.
parel Group last November), The company’s broad obfective

Canca says the SPV strlicf

ture is ideat since it offers. the
empowerment group upside, but
10 downside if the
ny falls toperform. ~ & °

Even where Wiphold, now
four years old with its own cash '
resources, is able to pay cash for
deals, it still finds it useful to
structure some of its inveshment
risk into partly cash and partly
variations on the SPV model, to
maeanage its downside,

But with plans to list the

. group, possibly early next year,
- management considers it

inappropriate for Wiphold to be
involved in long-term debt

" repayments. It is in the process

of restructuring iis SPVs,

compa- -

18 to eticourapgea culture of

saving in the country.

E It may look easter for black

empowerment groups to get

* shares and financing for those
shares than it would be for any
other pétential investor. But
there are specific reasons why
that is the case,

For black empowerment
groups, petting the shares is
only the first step.

Transforming entrenched
ways of doing business, or
creating shareholder wealth in
a volatile market, may be much
harder to achieve, but there are
many examples of black
empowerment groups that have
done so. .
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Sv AND M-Net’s ﬁrst b ack empowe ent share

scheme, Phuthuma, launched three years ago to en-

| courége the previously disadvantaged to participate

in share ownership; comee £ an enid on Séptember 8.’
' Phuthving board chairman- Kgomotso' Moroka

1 %esterday called on shareholders ‘to: settle the 90%

alance'owad on or before the closure dite, -
Shareholders had the eptlon of either: paymg the
balancein full or selling some ef thelr shares to pay

| the otitstandihg amount, -

.Thig-would enable them to ewn M—Net and Su-

| ‘persport linked shares.

oroki ' said the. three—year share scheme st

| which: was.'85% oversubscribed with almost 8 000

people 'applirmg for 28 -million shares, would allow
the'sliareholders to receive their first dmdends from

Marchnextyear
¥This.'i& an exc1tmg

. Moroka+ - sald % the: |-
trustees were Gonfident:

onto their M-Net'and Su-.

ew them.as long

Phuthuma_ Futln Moro-

‘Both" schemes would 1
allow previously . disad-
vantaged people to hold
a'total of 20%; of M—Net :

}‘_..-.
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L ocked-out workers
ploéent)Sty taforgase)

WORKERS picketed Stuttaford & in'Tygerberg
and Claremont yesterday in protest against a lockout
imposed on union members, JANET HEARD reports.

The lockout, which affects Stuttafords nationwide, is
the first' in the retail sector under the new Labour
Relations Act,

Stiitfafords lmposed the lockout on Thursdayfol-
Iowmg a dispute over pay increases with the SA Cloth-
ing and Textile Workers’ Union and the SA Commer-
cial, Catering and Allied Workers’ Union. The company
has called .on staff to work an extra Saturday each
month and has offered a monthly raise of R140. Work-
ers want R260 more if they agree to the extra hours.

Sactwu’s retail bargaining co-ordinator,” Richard
Kawie, said the union would apply on Tuesday for an

| interdict against the lockout. The lockout affects nine

‘stores countrywide and 700 workers, 160 of whom are

in the Western Cape
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Johnnic deal raises stakes

n X powerment game

33
BLACK empow t e cel-
lular industry received a surprise
boost this week when industrial
corporation Johnnic announced it
had bought 18.5% of Cable & Wire-
less’s 25% interest in MTN for
almost R2-billion.

This development, along with
the two new cellular network

- Heences which are expected to be
awarded to Dblack economic
empowerment groups, will more
than level the playing fields in what
was once seen as a ‘“white-
dominated” industry.

C&W's stake in MTN was ear-
marked for a foreign investor and
the unexpected move will signifi-
cantly boost the black empower-
ment stake in the network.

It follows the announcement last
month by MTN that six black em-
powerment groups had been allo-
cated a 3.5% shareholding in the
network. This was part of the sale
of 5% of the SBC Communications’
stake to black empowerment
groups. The other 1.5% was ex-

ST(Wv) 27|38 |

pected to go to the National Em-
powerment Fund.

The announcement concluded
the R1.6-billion sale of SBC’s 15.5%
in MTN,

Existing MTN shareholders
bought the remaining 10.5% for
about R1.2-billion, bringing M-
Cell's shareholding to 34.7%,
Transnet’s to 23.45% and Naftel's
holding to 11.76%.

SBC was advised to sell its stake
in MTN when it acquired a 30%
interest in Telkom with Telekom
Malaysia in May last year. This was
because Telkom had a 50% holding
in rival network Vodacom.

Telecommunications analysts
believe Johnnic's announcement,
and the possible offer of the bal-
ance of the C&W stake to existing
shareholders, could be in prepa-
ration for the network’s listing
within a year.

But analysts feel the black em-
powerment component could un-
dermine the purpose of additional
cellular licences.

The third and fourth celiular
licences are seen as providing for
“empowerment networks”.

The South African Tele-
communications Regulatory Au-
thority says the additional
licences are an opportunity to
spread empowerment.

They will also offer an oppor-
tunity for the foreign operators
who were interested in the MTN
stake to become invoived in the SA
cellular industry.

Telia of Sweden, Portugal Tele-
com and Telecom Italia were
among the foreign players eyeing
the MTN stake.

Foreign partnerships have also
been negotiated with the empow-
erment groups, who are finalising
their sharehoiding ahead of the
tender document release next
month. Vula Communications has
reportedly secured Sonera of Fin-
land as a pariner and the Commu-
nication Workers’ Union is be-
lieved to be in talks with Telecom
talia.
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g E]SMAIL BUSINESS : '

ISR \\‘\
‘Nahonal Sma I Busmess ou lqundated

“after study uncovers gross mismanagement -

. Alec Eiwin, the trade’ anid indusfry minister; admitted yesterday that 1§ depart:
. ‘ment had given the now- liguidated Natlonal Small Businéss Cotneil (NSBC) t0o.

:much latitude and 6o little directlon‘ S
- ""Mayhe we stood back a toofar . maybe we should have mtervened earher,

but that W tot thé intention of the original NSBC Act,” he told the portfolio

cmmmttee on trade and mdusﬂ:y at 1ts pubhc hearmgs on the collapse of the

4 councﬂ ;e
" He' sald aforensw study had revealed “sermus m;usmanagement” misiise of
.publicfunds and possably even fraud. If necessary, legai action would be taken o
.- Yecover missing funds. . . .
* M foture we must ensure that the board members fully understand their
. respons:bﬂmes and duties, arid ensure that the chief executive officers carry
- out their responsibilities with integrity and honesty,” Eywin said, “When the
,'jdepartment first tried to inervene, it was misled, but “as soon as we saw pubhc

moﬁey ieaving from the system; we stopped that cold.

: Ve are not stoppmg our support for small and medium enterprises,” he
‘said; A dzscussmn document was being prepared, and new ideas on the way for
-ward should begin to emerge by the end of September, -

: PhﬂmzﬂelVﬂambu-Ngcuka. the deputy minster, said she had been, holding

' dzscussmns with orgariised business groups into setting up what: they believed
should he a “lean” organisatlon —Lynda Loxton, Cape Town
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Help for

By Sowetan Business Reporter

SEVERAL topical issues relating to
small  business, including how
emerging businesses could have access
to format businesses for opportunities,
are on the agenda of tomorrow’s
Eastern Gauteng Services Council
(EGSC's) workshop in Germiston,

The workshop, titled the “BGSC
Local Economic Awareness Campaign:
Access to finance Workshop and Exhi-
bition”, will include an exhibition and
will be held at the RSC Building,
corner of Cross and Roses streets,

All issues relating to small business

will be discussed - ?g\g"ul) assist them
- il Lo o

small businesses >

to access “MStmal” businesses; money
lending schemes; building their
capacity to access finance from finan-
cial institutions and developing strong
networks of small business money
lenders and borrowers,

Various business leaders, provincial
and local government representatives
are expected to present papers.

The Government’s Khula Enter-
prise finance representatives, Industrial
Development Corporation, Develop-
ment Bank of Southern Afiica, Inde-
pendent Development Trust and Small
Business Development Corporation
Limited are expected to speak during
the proceedings.

Fedgl B

G

EGSCAoca ecm§mic development
planner Sello Mokoena emphasised
that access to finance and networking
were major problems affecting small
business and the workshop would assist
to solve them.

He said the purpose of the work-
shop would be to introduce and pro-
mote goods and services provided by
the small, medium and micro enter-
prises (SMME) sector in the Eastern
Gauteng region.

It will also provide SMMEs with
possible agents and outlets and also
help them with how to foster pride in
goods and services they provide in the

Eastern Gauteng region.
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Shadrack Mashalaba

f88 HIGH level meeting is to be
% held on Monday in Pretoria to
i resolve  the long—standing
¥ WAdispute between the Small
Business Development Corporation
(SBDC)} and tenants at its industrial
parks.

The Ministry of Trade and Indastry
will host the meeting, which is expected
to be attended by the director general
Zav Rustomjee and the chief director of
business regulations and consumer ser-
vices Alistair Ruiters, with representa-
tives from the SBDC and the Gauteng
Province Industrial Parks Association
(Gapipa).

The meeting comes in the wake of
evicyons carried out by the SBDC at the
Orlando Industrial Unit in Soweto this
week.

Jan van der Walt, SBDC head of
property in the Gauteng Central
Region, told Sowetan that a court
shexiff was about to evict 10 tenants
when violence broke ont. The police
were called t& quell the situation,

The Soweto Chamber of Commerce
and Industry became the first eviction
casualty. The chamber owed R27 500,
Van der Walt said.

Tenants in other industrial units

5 '- it
',Mwu :;7?55‘.,,,%; e

who had not paid were also facing evic-
tion, he added. Some of the Industrial
Parks managed by the SDBC in
Gauteng are in Sebokeng, Pennyville,
Vosloorus, Emdeni and Greater Pre-
toria,

Tenants in SBDC—managed parks
owe more than R1,5 million, Van der
Walt said.

Gapipa chairman Paso Rampai
argued that tenants were promised own-
ership of the parks and weye no longer
prepared to rent. “We are ready (o buy

DTI chief director Alistalr Ruiters who will meet Gapipa and SBDC
representatives to resolve the rent dispute.

PIC: ANTONIO MUCHAVE

the properties,” he said.

Rampai said they were still waiting
for valuations to be made on the proper-
ties, The tenants group has opened what
he called a “Gapipa special account™ in
which members will deposit their
rentals until the parks’ problems are
resolved. ’

“I am hopeful that Monday’s
meeting will resolve the matter which
has been dragging for so long,” Rampai
said. “Our members are angry at the
intimidation tactics used by the SBDC.”




State considers
new funding for
entreprer}r%;a% s

A second-tier banking system'is a possibility
for emerging small and medium businesses,
writes THABO KOBOKOANE

OVERNMENT is considering

ways of stimulating access to

capital for small and medium

enterprises — a move that
may lead to the creation of a second-
tier banking system.

Deputy Minister of Trade and Indus-
try Phumzile Mlambo-Ngcuka con-
firmed there are plans to stimulate
further access to funds for en-
trepreneurs seeking funding from
R50 000 upwards. .

This “would have to be responsive to
emerging markets needs”. Ngcuka says
she is holding discussions with the in-
surance sector for them to enter the
market.

There were no concrete proposals,
but there could be new legisiation.

The Usury Act is under review to pos-
sibly increase loans not subject to the
usury rate from R6 000 to R50 000. This
latest development comes at a time
whenthe banking industry seems set to
enter micro-enterprise industry with a
joint venture “pilot” to provide loans of
R10 000 to R50 000. :

The Banking Council’s position paper
on small, medium and micro-enterpris-
es raises this possibility, and calls for
the establishment of a new class of co-
operative venture to support the
broader needs of micro and very smail
enterprises.

“Only if the capabilities of non-gov-
ernmental organisations, public sector
bodies such as Khula Enterprise and
Ntsika and the big four banks are mo-
bilised and effectively integrated to
provide this support can we hope for
the necessary progress,” the paper
points out.

It warns, however, that the role of the
big four banks can only be “to perform
the mechanical function”. -

There are many players providing fi-
nance to micro-enterprises, but com-
mercial banks have not made signifi-
cant inroads into this market.

Th%é)j g delaz of whichare

not provided in the paper, will be the
first in which commercial banks have
raised the prospects of providing fi-
nance to micro-enterprises.

“We shoutd understand that any mi-
croand very smail enterprises initlative
is essentially about the creation of em-
ployment and not the creation of jobs.

“Mereover, the vast majority of that
employment is likely to be at subsis-
tence level,” the document says.

The provision of capital to SMME'’s,
in particular to small enterprises, re-
mains one of the critical challenges fac-
ing a transitional economy such as that
of South Africa. With unemployment
running in excess of 30%, the sector is
expected to play a leading role in the
creation of new jobs.

The document seeks to differentiate
between small and medinum enterpris-
es, and micro and very small enterpris-
es. The distinguishing factor is that
small and medium enterprises are cre-

ators of jobs, while micro and very |

small enterprises have much to do with
employment at the subsistence level.

“The differences are important, and
we must work out how best to support
both sectors,” the report says.

The new development will further
boost the sector, which has suffered a
blow with the government'’s decision to
close the National Small Business Coun-
cil due to financial mismanagement by
two senior executives.

The department of trade and indus-
try has said it will liquidate the council
and take civil and criminal action
against anyone implicated in the mis-
appropriation of council money follow-
ing the findings of by an independent
auditors.

According to Mlambo-Ngcuka, the
closure is “unfortunate, but unavoid-
able”. There is, she says, a need for an
interim structure until another institu-
tion can be formed.
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elop its voice’

Rengé Grawnzky' - ’
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ORGANISED businefgTaced a major challenge tora-

tionalise and consolidate to ensure it developed an -
effective voice, Anglovaal's public affairs director
Nick Segal said atthe weekend.

'S,egai appointed director of the Graduate School
of Business at the University of Cape Town last
week, said it was crucial in the current transition
period for business to develop an effective voice, as it
had to be part of the policy process. '

.- i Business had to consolidate its many fragmented

|, institutional structures.

%y nThe - cha.uﬁmg'”‘ sociopolitical environment and
.'globalisation had contributed to the complexity of the
¢urrent business environment, he said. Business

|, could not ignore these developments and had to begin
»\“tolisten more attentively to other parties.

Decades of protection and isolation because of
sanctions had resulted i SAheing a backwater, and
theré had been fevtfn'llﬁcmm‘_[rvgginxiusinessmen to be
intérnationally «¢ itive. “Apartheid allowed

| management to become autocratic,” he said.

-2-+-The job of management should inecreasingly be-

| ¢ortie “exterrially orientated”, he said. In the work-

! place, managers had to learn to manage culturally
diverse environments. .
. Segal said he hoped his diverse background would
be-of benefit to the university. Through the work of
the'graduate school, he looked forward to deepening
the appreciation of managers to the ¢omplex dynam-
ics in which they operated, s

“Since returning to SA in 1992 Segal has played a
roléllin the National Economic, Developmient, and
‘Labour-Council, was a member of the presidential
labour tharket commission and of the newly: consti-
tuted national council on higher education and pres-
ident of the Chamber of Mines,

[y
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Focus on entrepreneursnip

By Shadrack Mashalaba

AFRICA’s largest international fran-
chising and business opportunities
exhibition - Biz '98 — starts this
Thursday at Gallagher Estate in
Midrand.

The four-day exhibition, aimed at
setting budding entrepreneurs going in
their quest to become self-employed,
will offer loads of business and fran-
chising opportunities, say the organ-
isers,

More than 200 exhibitors will be
showeasing their wares and visitors
will be. cxposed to various franchises,
business opportunities, investments
and distributorships.

The organisers say the exhibition —
which is in its sixth successtul year —
will attract a record number of visitors
this year.

Among the franchising opportuni-
ties will be big names in the fields of
home delivery.

Tyre fitment, fast food, personalised
products, auto glass, computer, coffee-
bar, bigad, security, personalised story
books, cetatric tiles, Wwill also be repre-

sented at the exhibition.

Others will be in industries such as
do it yourself Lkitchen cupboards,
doughnuts, health clinics, cleaning,
education, sports, sports pubs, vehicle
servicing, video entertainment. postal
services and business planning.

Various highly profitable agencies
are also up for grabs in industries such
as costurne jewellery, radiant barrier
coatings, coin operated machines,
multi-abrasive blasting systems, car
care products, direct selling cosmetics,
insurance, sorghum beer brewing,
security, biltong, rubberising, sweet
vending and many more.

The balance of the exhibitors
include lending institutions, training
establishments, business publications,
franchising consultants, communica-
tion skills training and life improve-
ment.

Biz Marketing managing director
Mike Anderson says: “The central
focus of Biz '98 is to aggressively pro-
mote entrepreneurship and encourage
new businesses and seli-employment.

“Small and mediom enterprises are
acknowledged as one of the most effec-

tive means of ecoltniic empowerment,
as well as being the foundation of real
wealth and job creation in a developing
society.

“We aim to open up a whole new
world of opportunities for South
Africans who have the drive and deter-
mination to work for themselves and
facilitate their own destinies.”

® Meanwhile, Absa Bank says it
will sponsor a series of workshops
finked to Biz *98 in the country’s major
cities.

An Absa workshop will be held
from September 3 to 5 at Gallagher
Estate in Midrand.

The Durban workshop will be held
at the Hilton Hotel on October 27,
while the Cape Town one will be held
at Mount Nelson on October 29.

Experts in the fields of franchising
and small business will cover a diver-
sity of issues such as how to start and
ruen a business.

For further information about the
exhibition, please contact Heidi War-
ricker at Biz Marketing at (011) 789-

.4230. For workshops contact Tish

Troskie on (G11) 789-4862.




IBM to assist
small busme

By Isaac M\Iédi

IN its commitment fo support and
foster the economic development of
black South Africans, IBM South
Africa has launched the Andisa Busi-
ness Partner Programme — a black
empowerment  initiative aimed at
attracting business in key local mar-
kets.

Andisa, an Nguni word meaning to
“add on”, or bringing people together
in a unified team, will also assist with
the building of the local black commu-
nity’s IT capacity, thereby enhancing
economic growth,

The programme, launched officialty
yesterday, forms part of IBM’s com-
mitment to business pariners through-
out the world, says IBM SA.

The Andisa programme offers two
levels of participation between IBM
and black-owned IT companies.

The first group to qualify for entry-
level status in the Andisa programme
are micro-enterptises or small busi-
nesses that are in the early stages of
building critical mass in tertns of infra-
structure, spectalist skills, and other

-

competencies. ﬁ g quahfy

will be those compames who meet cri-
teria that establish their ability to
address key market segments or spe-
cific business opportunities based on a
well-established infrastructure or core
competencies that are aligned with any
of the IBM solutions.

“Andisa Business Alliance Partoers
are regarded by IBM SA as companies
capable of operating successfully in the
market as resellers of IBM products,
particularly those sourced out of distri-
bution suck as desktop PCs,
ThinkPads, printers, storage, net-
working hard\it:are and desktop soft-
ware. .

“Andisa Business Alliance will also
demonstrate the potential or willing-
ness to explore business opportunities
that demand higher levels of technical
competence based on an extended
range of [BM services and solutions,”
the company said in a statement.

Staff of nominated partners will be
offered training, access to the com-
pany’s facilities and equipment, execu-
tive mentoring, credii facilitation, joint
marketing and capacity building.
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small businessés
Patrickgjlq B‘%f* )
E‘I?EEAS thr::i banks
are involved in talks
with insurance compa-
nies with a view to set-
ting up joint venture pi-
lot projects to provide fi-
nancial support to micro-
enterprises,

The Banking Council,
which released a posi-
tion paper on small-,

| medium- and miero-
" enterprises last week,

declined to name the
banks involved but said
.discussions were at an
advanced stage and the
launch of the projects
was envisaged for the

end-ofthis month.
" There were plans.

from the banks involved
to set up pilot projects in
Gauteng and the West-
ern Cape. .

The project was

| aimed at addressing the

needs for loans of be-
tween R10000 and
R50 000 to be used as
start-up capital or for ex-
panding existing busi-

‘ness activities,

Mentorship would be
provided in compiling
business plans and nego-
tiating with landlords,




Small business

boosted by,
e %“@

al Business
and Development Trust,
a corporate venture, has
assisted in the establish-
-ment.0fi200 small, medi-

um andfmicio’ enterpns- ‘

esin the past year. """

7" Shell 'SA plibhc ol
gionl¥ manager ' Brian
Sokutd!~said’ yesterday
the trust, with Jomt

trustees: fmm companies |

such as' Shell SA SA
Breweries, Hoechst "SA,
BMW, Transnet and in-
ternational chemical
manufacturing firm De-
gussa, helped to create
entrepreneurs out of re-
cent graduates and un-
employed (})eople .

He said emerging en-
trepreneurs from disad-
vantaged communities
needed basic skills to en-
| sure the survival of their
businesses. “Job creation
programmes are an.es-
sential cornerstone of
the country’s economic
growth,” he said.

Trust manager
Patrick Mampone said
the trust provided indi-
vidualised programmes
to assist entrepreneurs
with developmg .busi-
ness' plans, aclty
buﬂdmg and 11 ages
with,. ‘other entrepre-
neurs and big business.

Mampone saidrmem-
ber Lcopmpanies commit-
ted sR50 000 a year but
tlus was not adequate.
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- Edgars over wage freeze 20X

- The-South African Commercial and Catering Workers’Union ' .
(Saceawir) and the Federal Council of Retail and Allied Workers,
(Fedcrow) on Friday threatened to embark on a full-blown strike?,

- unleds the Eidgars Group of stores lifted a wage freeze for the 194g-

- 99 financial year. Hundreds of Saccawu thémbers picketed Edgat's
stores:throughout Johaimesburg on Friday Edgars reportedly + .
Rosted a 28 percent loss for the financial year ending inMarch,

;.Bui:thg urtions said they had hard evidence that the group had

“made'a R417 million profit in the last financial year Saccawu is de- -
manding a R240 inonthly Ineredse across the board. Nigel Unwin;'
the human resources. direcior of Edgas, said the wage freeze in-
creases applied to every goup employee, Including top manage-
ment. - Frank qumlq'.fakannesburg. . T
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Exemptions propose

FraNK NiXumaro

LABCUR EDITOR

Sun City -~ The Reserve Bank,
the department of trade and
industry and the Land Bank were
designing measures to enable
commercial banks to collaborate
with non-governmental organisa-
tions (NGOs) which had expertise
in supporting small businesses
and the Bank to regulate informal
financial services, Timothy
Thahane, the deputy governor of
the Reserve Bank, said vesterday.

Proposed amendments
included exempting non-bank
Institutions from the Bank Act
requirements, which would allow
the retail institutions to accept
wholesale deposits for onlendlng
to small, medium and micro-
enterpnses (SMMEs).

Other suggestions included
exempting them from the lendmg
transaction limits specified in
the Usury Act, ‘

Thahane said the Reserve
Bank hoped these measures
would not only protect borrowers
and wholesale depositors but also
encourage the development of
the SMME sector:

Speaking at the 34th Nafcoe
annual conference, he said: “To
convert ideas into bankable
projects requires special train-
ing; some NGOs have developed
these capabilities.

“Commercial banks may wish
to form strategic alliances with
such NGOs to deliver financial
services to small, medium and
microenterprises.”

Thahane said an example of
such a collaboration was the

d to boost SMMES

(220 SR alg| R
n's Dévelopment Bank, because they did not have

which had trained women in
Mpumalanga and the Northern
Province in saving, lending and
project financing,

“These communities have
achieved a loan repayment rate of
up o 9,8 percent. There are (many)
such examples, I am sure,” he said.

A 1995 World Bank survey
found that between 50 and 75 per-
cent of employment was created
by the informal sector and micro-
finance, The sector also account-
ed for up to 50 percent of gross
domestic product,

Despite the significance of
these findings, they had largely
been ignored by many policy-
makers and commercial banks;
the latter were often very relue-
tant to finance small concerns.

Banks believed SMMEs were

stable, viable businesses and
lacked traditional collateral.

Many small loans were also
far more costly to process and
Imonitor relative to the fewer, big
loans to corporate clients.

SMME businessmen also
often lacked the skills, business
records and education levels
needed to coax loans from banks.

This meant SMME loans
came from formal banks wanting
collateral; non-banks providing
developmental credit and
distress lending; smali loan shops
collecting instaiments via ATM
cards; informal credit groups like
stokvels, credit unions and finan-
cial co-operatives with limited
regulation; and money lenders
with no regulation lending at
extortionate rates.




Organised black business urged

to discuss role in 5‘5
cx (Pe

FRANK. NXUMALO

Sun City — Organised black busi-
ness was challenged vesterday to
convene a summit of its leaders
to review its relevance to the
economy,

Khehla Mthem-

®

progressive and nation-building
empowerment processes”.

He said Nafcoc needed to
strengthen its secretariate to in-
clude such elements as research,
economic planning, lobbying and

refated matters,
“The whole no-

i ‘Black i :
bu, the chairman of tion of depending on
Sun International, : elected officials is ar-
said yesterday at the busme‘ss must chaic and unneces-
34th annual confer- { fake over the sarily bureaucratic.
ence of the National “Organised black

Federated African
Chamber of Com-
merce and Industry
{Nafcoc) he was con-
fident a role for
biack business “will
clearly emerge” at such a sum-
mit.

He said organised black busi-
ness had to develop an entrepre-
neurial spirit, create hope and “re-
claim its historical leadership
position and pronounce on correct

dead’

economy, or
the country is

business (needs) to
market itself aggres-
sively to an extent
that any black busi-
ness leader who isnot
associated with it
should be seen as not representing
black people.”

Mthembu’s call for a black
business summit was welcomed
by Steve Skosana, the incoming
president of Nafcoc. Skosana
said Nafcoc had had exploratory

Alalaw

conomy
=0)

meetings with other black busi-
ness organisations and would
push for the matter of black busi-
ness relevance to be included in
the agenda of the Black Business
Council indaba next month,

“We hope the meeting of the
Black Business Council will be
able to take a resolution on black
business leadership, create a
coherent strategy in terms of
black econcmic empowerment
and revive the spirit of black
business people. . .. Black busi-
ness must take over the economy
of this country, otherwise the
country is dead,” Skosana said.

He said Nafcoc was involved in
charity through Nafhold, ifs hold-
ing company, with shares valued
at over R48 million. Nathold had
sealed 10 empowerment deals, in-
cluding 10 percent in Johnnic,
25 percent in Tsogo Sun, and
shares in Midi-TV, Monyaka, three
casinos and other companies.
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Nafcoc pledges ‘black index’

Patrick Wadula ﬁi) , O 4 / qu black economic empowerment

THE Nationa! African Federated
Chamber of Commerce (Nafcoc) re-
solved yesterday to produce a black
‘business confidence index on the final
day of its 34th annual conference,

The move followed criticisms by

‘Deputy President Thabo Mbeki that

the SA Chamber of Business business
‘ confidence index did not measure black
- business confidence in SA.

Other resolutions taken at the con-
ference in Sun City included the ap-
peintment of a capacity building com-
mittee to raise money to develop the

- organisation’s skills capacity in human
development administration, policy
and buginess strategy.

Mbeki said Nafeoc needed to devel-
op its ability to participate in policy for-
mulation at national level.

He said the organisation needed the
capacity to assist its members develog
and expand their businesses throug
skills transfer and training,

committee would also be appointed to
report on the quantity, nature and ex-
tent of the empowerment transactions
concluded by the chamber’s members,
and the degree to which black business
equity, management and board eontrol
had been achieved.

The Nafcoe council also resolved to
engage ifs provincial, regional branch
and sectorali leaders in conducting ex-
tensive and ongoing membership cam-
paigns to restore, promote and expand
Nafeoc membership in the business
community,

The chamber’s decision to initiate
and develop ties with business cham.-
bers in the Southern African Develop-
ment Community was also in response
to a suggestion by Mbeki during the
conference.

Among other issues, the council
would also review the constitution to
clearly define the role of Nafcoc’s Wom-
en’s Forum as one of its specialised

groupings.
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[0 its employees while it had posted a reason-

THE “cash-strapped” Edgars retail group ha% able profit for the financial year.

been hit by nationwide demonstrations

involving 5 000 employees since August, cul™~retrenched this year in a bid to turn the firfan-

minating in brief work stoppages, group com,\mal sitvation around. The unions had alsc

munications manager Mr Nigel Anwin said  been invited to inspect the audited financial

yesterday. tatements, but refused and chose not to
“During protest actions customers werdN believe the company’s predicament, Anwin

often barred and intimidated from shoppind®y said.

by jeering demonstrators, which adversel Union officials have walked out of the

affected business operations,” he said. talks several-times, he said, adding that man-
Anwin was responding to South African™R agement was disappointed by the immaturity

Commercial Catering and Allied Workers adshown by union representatives,

Union (Saccawu) and Federal Council of Fedcaw spokesman Nat Ketlele charged

Retailers and Allied Workers Union (Fedcaw) at the company was not prepared to allocate

L
“ ]
he
allegations that the group had pleaded money for workers’ increases, while it spent
Egblgl::v sgggrglfngani Q_ poverty and failed to offer any wage increases  more than R300 million in refurbishing some

of its stores,
Saccawu spokcsman Pitso Tshukudy said

At least 2 000 employees had eerjlﬂ tpe,’;\nfége freeze v}ould)have further negative

effectfon emp]oyEEq salaries and increuses in
interest tates would impact severely on their
spending power.

® The employee lockout at Stuttafords
chain store has been resolved after Saccawu
agreed to a R140 a month increase and 40-
hour working week with one extra Saturday
shift a month. Tshukudu said workers
resumed their duties yesterday.

Striking Saccawu members at Smarts

_Centre and Bee Gees were locked out after a

wage dispute.
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Nafcoc to assume more S i
important role 1n

By Sowetan Business Reporter

THE National African Federated Chamber of
Commerce and Industry (Nafcoc) conference
held in Sun City last week opened a new
chapter for the chamber.

Nafcoc has committed itself to play a more
visible role as it enters the 20th century.

The chamber has for years been playing
second fiddle fo other chambers such as South
African Chamber of Commerce (Sacob) and
*Afrikaansehandelsinstituut (AHI). During the
conference a number of issues were discussed.

These included the progress made in regard
to black empowerment. Questions on whether
the process was delivering on a broader scale or
whether it was becoming a vehicle for the
enrichment of a few pecple were examined.

To demonstrate its intention to play a mean-
ingful role, Nafcoc has committed itself to be
visible in the shaping of South Africa’s evol-
ving and broader economic policy issues.

At its conference last week, the organisa-
tion took a number of resclutions that include:

@® The appointment of a capacity-building
committee whose function will be, among
other issues, to raise finance to develop human
resources, administration, policy advocacy and

business capacity within Nafcoc;

@ The capacity-building commitiee will
report at every council meeting on ifs progress
and success in order for council to monitor the
degree and extent of its progress;

® Provincial, regional, branch and sectoral
leaders of Nafcoc will conduct an extensive
and ongoing membership campaign to bring
back. encourage and expand the chamber's
membership in the business community;

® The council will appoint a black eco-
nomic empowerment committee to report to
the next Nafcoc convention on the quantity,
nature and extent of empowerment transactions
concluded, and the degree to which black
equity control, management control, and board
control has been achieved,

@ Nafcoc’s council will review the Consti-
tution to define clearly the role of the Women’s
Forum as one of the specialised groupings:

® The executive of Nafcoc will initiate and
develop ties with those black business cham-
bers and organisations in the southern African
Development Community with which Nafcoc
does not currently have links.

® The executive has also been tasked
to produce a black business confidence
index.

u%&)

Nafcoc president Steve Skhosana who
was officially introduced at the
organisation’s conference last week.

PIC: JOE MOLEFE
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Empowerment bill’s rush

curbed bggCOSatu,

TER)5|9 l

LYnpa Loxron
PARUAMENTARY CORRESPONDENT

Cape Town — Stroug opposition to
efforts to rush the National Empower-
ment Fund Bill through parliament this
week emerged yesterday,

Cosatu, the largest union grouping,
and the South African Institute of Race
Relations (SAIRR) sai¢ they feared the
. bill would simply benefit a small black
elite. Cosatu also objected to the fact
that it had not yet been discussed under
the National Framework Agreement.

The portfolio committee on trade
andindust'yagreedtoholdbackonany
decision about the bill until later this
week, after it had been discussed by
Cosatu’s executive commitiee, .

But it was clear that committee
members were unhappy about many
aspects of the bill, which they said was
very loosely worded and imprecise
about several issues,

(8 (=5

SAIRR

Neil Coleman, of the Cosatu parlia-
mentary office, said in a letter to the
committee that it was a “significant
shortcoming” that the bill had not been
tabled at “the relevant consultative
structures provided for in terms of the .
National Framework Agreement in the
restructuring of state assets”.

He said this was important because
it would ensure priority to wider social
issues such as job creation and equi-
table service delivery, “rather than ben.
efiting a’ small elite who already own
businesses and shares in enterprises”.

Jean Redpath, the SAIRR's parlia-
mentary analyst, said the tnstitute was
opposed to any legislation that “appor-
tions the benevolencs of the state on the
basis of race alone”,

She said shares in state assets should
bemadeavaﬂahlemmose“belowade-
fined income or asset level, irvespective
of their race”. It was unlikely the fund
would benefit the very poor; she said,
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Up t690% of 1

t iquor outlets
in'SA could be unregulated
gﬁ“?)}J\mﬁlham Hartlgy o gO% ' |

£ . o ! - NI
‘CAPE TOWN — As much as 90% of the retail liquor
outlets in the country could be unregulated or illegal
at present, Ajay Sooklal of the trade industry depart-
riinent told the parliamentary trade dindustry com-
‘mittee yesterday. alé)b ﬁﬁ‘?&ﬁ
-futh He was briefing the committes on the iquér Bill,
-tiwhich has begun its assage through parliament.
1A The-department had sfuck to its guns and would
“Irask parliament to sanction its request for a three-tier
}gﬂsystem providing for licences to manufacture, whole-
wale or'retail liquor. Licences should not be held in
utinore than one tier except under speeial circum-
stances, he said, -
Jsils One-of the bill’s aims was to bring all liquor deal-
ducers under government regulation. Retail outlets such
&g taverns and shebeens numbered up to 250 000,
ardand between 75% and 90% of them were unregulated.
After 437 submissions some clauses in the bill had
Lrbeen changed. The rigid insistence that licences
-t could-not be held in more than one tier had been
softened, so that manufacturers could sell to the re-
2 tail trade under certain circumstances, The original
H idea ofaliquor levy had also been dropped.
Y Sooklal said the industry was monopolistic and
a1 'dominated by one or two firms. This was a barrier to

& new entrants and particularly oreign investment.
i -




T R AR T gy
, .
;

GallagherAEstate maﬁagemeht Was accuséd o ramsm yester—
" “day for allegedly ordering its’ ‘sectirity personnel toset police -

W Fkers: Umon (FEDCRWT).
R Duncan anpgpme, the uirion d securlty

¢ cleaning; thieatro, bandueting and sWxtchboard operations had

| U:beenitotally outsourced, ],eavmg a total of 115 workers without

: ~.company” ‘wag restructuring, not a smgle white worker had
heen affected. A management spokesman sald “there was no

tru ”}m thie- allegations and refused’to comment any- L
‘ ,F

o work Mamogome said workers were tom toymg because they. .

had hot teebived the'rétrenchme d heen ' ',
romised by, managemeqﬂf ﬁ;\g ‘Zﬂ
A Mamogome said although the tood that the .

T s m‘.' ..“....}.:‘..\:'

£ Htigs on toitoying Black workes. The workers weré derand: .
v mt’ﬂeirseverameppybm ﬁdz mme mlandRetaﬂ o
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Nisika finally releases malden annual report

THABO LESHILO

Johannesburg — Nisika Enter-
prise Promotion Agency (Nisi-
ka), the government agency
formed in 1995 to provide non-
financial support for small, medi-
um and miero enterprise
(SMME) development, has finally
released its much-awaited maid-
en annual report. The final re-
port for the year to March had
been available from July.

Kate Moloto, Nisika’s chief
executive, blamed the delay in
releasing the report on numerous
problems experienced at Ntsika,
including fraud and financial
mismanagement under the previ-
ols management.

@O) cT(BR

“The report has been avail-
able in draft form from January
1997. The department of trade
and indusiry knew what fig:
ures were, hence thera \}?@’e 1o
alarm,” said Moloto. ° .7,

June Mkhwanazi, h;i* prede-
cessor, resigned in Décember
1996 after the Swazi government
her previous employer lodged
fraud allegations agamst‘her She
held the post only a month.

Moloto joined the section 21,
non-profit-making company in
May last year. The new board
started operating in April 1997.

The annual report shows that
Ntsika received R40 miilion
(R3 million), of which R35,8mil-
lion was from the department of

Hdlq 48

trade and industry during the
period under review.

The agency spent R20 million

#{R5,6 miilion), and retained
sincome for the period was
R20 million. There was an accu-
mulated loss at the beginning of
#the year of R2,5 million.

The main activities for the
year were establishing and ac-
crediting 27 local business service

.scentres, and funding 38 service
providers and six small business
institutes at universities.

The agency also designed the
small manufacturing advisory
centre programme, to be piloted
at two centres in Durban and
Port Elizabeth. It published a
detailed booklet on procurement

guidelines for SMMEs seeking
government business.

The report shows that
80 percent of black entreprenenrs
were in survivalist enterprises,
compared to just 10 percent of
whites. Also, fewer less than
40 percent of black-owned enter-
prises had paid employees, com-
pared with a little over 60 percent
of white-owned enterprises.

“Compared with our both in-
dustrialised and developing
countries, our SMMEs have per-
formed poorly. A major reason is
that the enirepreneurial poten-
tial of the majority of the popula-
tion (black) has been severely
consirained,” says Mashudu
Ramano, the agency’s chairman.

—




Jobs bill shock for small busmess

Lynoa Loxron
PARUAMENTARY CORRESPOMNDENT

Cape Town — A ministerial task
team had found that no amend-
ments were needed to the Basic
Conditions of Employment Bill to
cater for the needs of small busi-
ness, Shepherd Mdladlana, the
labour minister, said yesterday.

But it had been decided that
some flexibility be provided for
firms employing under 10 people
by issuing a ministerial determi-
nation allowing them to vary four
conditions of employment,

These were: a maximum of
15 hours overtime a week; over-
time pay of one and a third; 21
days’ net leave including family
responsibility leave; and averag-
ing hours of work by agreement.

The act would go into effect on
December 1 for the private sector
and May 1 2000 for the public sec-
tor, Mdladlana said.

Duncan Innes, the executive
director of Innes Labour Brief,
said granting flexibility only to
microfirms was “a great disap-
pointment” in the light of grow-

UNWAVERING Shepherd +
Mdladlana says small firms le
get some leeway

ing evidence that international
investors believed South Africa’s
labour market was too restrictive.
“This will do nothing to pro-
mote investment,” he said,
adding the concession had proba-
bly been granted because the de-
partment did not have the capaci-
ty to monitor very small firms.
The task team, from the Nisi-
ka Enterprise Promotion Agency,
found the act would have a signif-

9919 et ) )

catering and accommodation,
service stations, transport and
security services.

These sectors would find it
difficult to meet provisions on
the regulation of working hours,
overtime payment, pay for work
on Sundays and night work.

Sectors affected to a lesser ex-
tent on these points would in-
clade cleaning and personal ser-
vices such as undertakers.

The team found that materni-
ty leave, family responsibility
leave and notice of termination
of employment would cause diffi-
culties for all sectors.

Mdladlana said based on these
findings, he had asked his depart-
ment to create certainty on the
issue of paid maternity leave be-
fore the act went inio effect, and to
amend the regulations and codes
covering night work fo meet the
concerns of small business,

Referring to the belief the act
would force many small business
to close, Mdladlana said: “The
reports (indicate) perceptions do
not always concur with reality”




By Pamela Dube
Political Reporter

CONTRARY to assertions by\l'ré/cap-
tains of industry, the Basic Conditions
of Employment Act will not have

783 businesses — 115 of which were in
black areas.

The unit found that smail busi-
nesses in catering and accommoda-
tion, general dealers, service stations,
transport and security services would

devastating impact on small businesses,Q\not be “significantly affected”.

“ Releasing the results of an impact

study by Ntsika Enterprises Promo-

tion Agency onithe emerging industry

yeésterday, Labour Minister Shepherd

Mdladlana said it appeared that “cer.

tain provisions of the Act would affec
“only certain sectors”,

Nitsika (a unit in the Ministry of

Trade and Industry focusing on smal
business development), interviewed

The survey also assessed whether
e Act was consistent with interna-

tional trends. It was found that while

there were differences between coun-
tries on issues such as overtime pay
and maternity leave, “the provisions
of the Act are in line with the condi-
tions in other countries”.

Mdladlana said a ministerial task
team was set up to review the results

’t affect small firms’

of the Ntsika survey. The team recom-
mended no amendments be made to
the Act and this had been accepted.

The new provisions will come into
effect on December 1 for all but the
public service, for whom the-imple-
mentation date is May 1 2000.

The provisions include:

® Reduction in maximum work-
ing hours ~ from 46 to 45 in a week;

@ Rate of overtime - incrcase
from 133 percent to 150 percent,

® Payment for working Sundays
will be 1,5 times normal wage rate;

® Maternity leave increases to
four months (but payment is not pre-
scribed).




Empowerment Fund Bill stalls

Lynpa LoxtoN

PARUAMENTARY CORRESPOMNDENT .

Cape Town — The National Empower-
ment Fund Bill was put on hold again
yesterday as worries continued about
whether its mandate was too broad and
that the financial controls over the new
fund were not tight enough.

The portfolio committee on trade and
industry refused to listen to appeals from
department of trade and industry offi-

cials to finalise the bill once and for-all. -

They said their concern did not ‘only

dl:

R)12)3[98 (700

dissatisfied.

*Rob Davies, the committee chairman,
said it had the option of either delaying
final consideration on the bill until the
week In November when parliament re-
convened, or could caucus with political

‘parties and make a decision before the

&nd of the current session next week,
Départment officials tried to per-

suade the committee to pass the bili and

leave Cosatu and others to continue their

“discussions on it separately, but Davies

and his committee members bailked.

stem from the fact that

Cosatu had objected to the |*
bill, 8

Cosatu, which# last
week opposed the bill be-
caunse it had not been de-
bated in Nedlac'iinder the
National Framework
Agreement, yesterday
‘again raised its concerns,
It said although discus-
sions on the bill had been
held with Alec Erwin, the
minister of trade and in-

C3 B




SBDC and tenanfs resolve
industrial parks ar t
~ PaT S ARl

THABO LESHILO

BUSINESS EDITOR

Johannesburg — The dispute
between the Small Business De-
velopment Corporation (SBDC)
and tenants at its industrial parks
in Gauteng over ownership of the
parks had been amicably re-
solved, the parties said yesterday.

The quarrel nearly flared into
violence last month when the cor-
poration tried to evict rent
defaulters at the Orlando West
Industrial Park in Soweto.

SBDC officials, accompanied
by the sheriff of the court and po-
lice, were confronted by about 400

+ tenants and workers bent on stop-

ping the evictions. A last-minute
deal was struck to postpone the
evictions and negotiate.

Puso Rampai, the chairman
of the Gauteng Province Indus-
trial Parks Association (Gapipa),
spid _i,ts members had stopped

i

their rent boycott and started
paying after being urged to do so
by the department of trade and
industry.

The department holds the
debentures in the 112 indusirial
parks across the country admin-
istered by the SBDC.

Gapipa urged members not to
withhold rent from July to force
the SBDC to hand over owner-
ship of the units to them.

The organisation insists that
the tenants were promised own-
ership after 10 years of unbroken
tenancy. But Nazeem Martin, the
general manager for properties
at the SBDC, denied such a deal
was ever made. !

During the boycott, the rent
money was paid into a special
bank account.

Gapipa hoped the accumulat-
ed amount would be partial pay-
ment for the units in future,
when it became clear they would

not be handed over free. ‘

Rampai and Martin said their
agreement provided that the resi-
dents would resume paying rent
from this month while continu-
ing discussions on the arrears.

“The payment of arrears has
been put on ice at the moment
and the agreement provides that
nobody will be evicted becanse of
them,” said Rampai.

Martin said the SBDC would
make arrangements with individ-
ual tenants to settle their arrears.

“Some owe more money than
others and it is not fair to expect
all the tenants to pay off arrears
in the same time period and on,

“*the'same instalments,” he said.

He said the SBDC would
propose ways of offsetting the
debts, including'incorporating '
the arrears into the purchase -
price of the units. Martin said
the units would be sold to the
tenants at a “fair market price”.

I3
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dation for African Business and Consumer Services, -
-{ (Fabeos), the Black Management Forum (BMF) ami

E?

busi‘ness in &

“A critical apgralsal of the’ tuauon ahma that '
nearly all major business developments or ’ #
deals, took place outslde o:rgamse business,” :
sald Orgamsatlons were esald 'tu;'ned -

“Ipf;ctators in, this. fast' e of iedl B ¥
: ould be very naive to have afcocto .
' be involved in every deal, but my cntlcal 0 tion

"| reclaim its historical lead -position - 'to s
'nounce on correct progressive an nainonal Smg i
-empowerment processes., Eapi ‘

e said Natcoc, Fabcos, BMF a.nd prgani-

"{ bers to air their views an mpartlearnfromother

BT S v

Nafcoc’s dléarray
undérlined by poor

tqmout atme ; jng

Patrick Wadula

ONE look at Natm African ederated Cham
ber of Commerce (Nafcoc) after its recently ende
annual conference at Sun City raises the %lzeshon of
the organisation’s status quo - even after years of
it existence.

Many questions were raised at the conference, hut
that which could not pass unnoticed by SA Deputy
President Thabo Mbeki was the a cﬁpa]lmg atten-
dance at this year’s conference, which took place be-
tween September 6 £09.

Mbeki has attended several Nafcoc gatherings but
this particnlar one astounded him in that the hall
was half em&)ty on the first day of the conference. .

He posed a question as to whether this was be-
cause of “demobilisation”, a trend that has affected
many black orgamsatxons — be they busnwss or po-
litical — since democratic electionsin 1994,

Could the shift be relai:egi to the noneﬁ'echveness _'
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and nondelivery of these o ations to their re-
spective members? There is’an urgent need to se- .
riously review the benefits that members ghould be °
ﬁettmg out of being assoclated wn‘.h thevanolls black
usiness organisations. - Wi .
Sun International chamnan Khehla Mthembu
said organised black business was generally in
array. Like all SA institutions, it nee; ed to transform
itgelf in line with the developments in the cnuntry, o
buthasnotbeensuccessfulsofar, . - <
Mthembu urged Nafcoe, along with ita partners in .
the Black Business Council — including the Foun-

PV R raancoRt KA RSY T il 2300

oth la -p1_'ofes o d.les — 10 convene a sum-"
rel evanoe as b

is that organised black business is niot there to pro- ‘
nounce on the type of empowerment thatis coitect”.
Mthembu said organised black business had to -

FAi Mt -ctrar S

sations had a historical responsibility to v:gorously ]
guide the process of economic empowerment. -
“The faihure of these organisations to'unplemant

"|' thismandate leaves the arena of black econnmlc em-

powerment without radar, leaderless, %
actlonary and sometimes Just downright retrogres-

"1 sive,”he said.

- Meanwhile, Mbeld said the conferem:e could bhave -
been more valuable if only other black business peo- -

.| ple — especially those who run companies listed on

the Johannesburg Stock Exchange — ha& been pre-
sent at the conference.
'The conference was a latform fur Nafcoc mem-

black businessmen who command companies worth
millions of rands on the JSE. "¢
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& ﬁa&an eventful yeat forall -
black professionalsin the
, country asthe Employrent

Tquity Bill was the main topic of discussion in
vartous boardrooms, talkshows, media as well as
In Parliarent, o .

. From as early as January when the Depart-
ment of Labour asked all stakeholders for input

on the bill, a systematic onslaught came’from all

the “liberal" fronits of this country, thus show-
ing their true colours: S
“Protestations came in vatious forms, includ-

" ing the old and tired debates of tokenism and

dropping of standards, to eventually a desperate -

“reverse apartheid” qutcry. . -

“The good thing abotit this episode has been

the fact that we definitely now know what white
people still think and beliéve dbout black peo-
ple'scapabiliies, ~ . ... . . -

We also know that the process of transforma-

tion within theé corporaté sector is'not going to

bean easy one.

¥

- pleces of legislation which sought to transform
“ the South Aftlcan sdciety in vartous sectors.

* . Tte Depaitnient'of Labourin particular”

pushed through a lot of groundbreaking legisla-
tion that has startéd the long process of transfor-

mation and change in the way business con-"

ducts itself in relatiofi'to its most precious asset
—people. e e
The Employment Equity Bill is more about
the future of buslness in this country than it is
~ justabout race, gender or disability.

* For & country like ours to only.depend ona -~

- smal} dwindling percentage of the population
for skills, when the majority of the population is
made to be only passengers, is being shorfsight-
ed

The level of white professionals’ emigration.

- is cause enough for strategists to start thinking
and come up with creative solutions. -

Creativity has riever been associated with

govermments anywhere in the world. However
successful bustnesses have consistently had one

commion thtead, e créativity.
The brain-drain ¢ycle needs to be counter-
acted by an aggressive training and develop-
! ment programme, opening up of opportunities
- for mote black-trained and qualified profession-
als, and open attitudes towards any process that
is not from the old, Co

Let us use the-past fund of expér'ieﬁcés from

N s e P , ‘ . . \ .
s T U L VT iR
9 g K v
¢ . :
< T

- ler26

Since 1994 Parliament has passed various

ql9€
all people to nur]tute, grow and develop unique
sotutions for our future, South Africa’s future,
Africa’s fufyre. . ,
The Eraployment Equity legislation is only
but an enabler. It is a-tool that will facilitate’
workplace transformation attitudes towards
training and development, and most of all lead

. to equal opportunities for all in the true sense of
 theword. . ..

" The Black Management Forum has always

- maintained that affirmative action is just one of

thé many components towards reaching equity
in the work place. ‘

When we espoused the setting of targets
using the “Basotho hat” method, je developing
and growing your own pool of future manage-
merit within your organisation so as to eventu- -

. -ally,reach a stage where proportional representa-

tion'will be exhibited in all categories of the
orgarniisation, only a handful of companies took
that advice. ’

However, it has been proven that where

- organisations have followed the “Basotho Hat”
- methiod, positive tesults have been achieved.

“Today out of the companies that are rated high
by the Breakivater Monitor-on successful affir-
mative action programmes, more-than 50% use

. this method..

~ The legislation enables all stikeholders in”
“organisations to be represented during the
organisation’s equity plans drafting process.

"This process will ensure that those equity
plans ate not only futuristic, but can be achieved
aswell. :

Training and development will play a key
role in ensuring that targets are met by fully
qualified and able people. ~

. On the other hiind we have professionals
who are already in positions where they can and
are able to deliver on their organisational plans.

Corporates need to be less conservative by
allowing more black people to really manage
their portfolios like their white counterparts and
colleagues.

* It is only through working and being
-expOsed in a practical environment that black
eople can get the necessary experience.

Mentorship-and coaching will obviously
play an Important part,

However, not all black people have to be
trainees, This attitude reinforces the “passen-

ger” mentality from both black and white.

The economy canmot afford and does not
need passengers, and therefore 1o one needs to
be turned into one.

‘We all need to earn out keep, for that is true
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Edgars workers

t0.g9 on s

}mke @?

E LG)YEES of the Edgars group of m mbers were going ahead with the strike

comparyjes are set 0 go on a nationwide
strike tdday to pressure their management
to lift a proposed wage freeze for the
1998-99 financial year,

South African Commercial Catering
and Allied Workers Union (Saccawu)
assistant general secretary Herbert Mkhize
said the industrial action was precipitated
by the ‘“arrogance and

today.

“We suspect there is a consplracy by
captams of the retail sector — using Edgars1
as a guinea pig - to hold back the advances
made in the Labour Relations Act and we
are contemplating the possrblhty of a sym-
pathy strike as a union should the current
efforts fail” - Sapa

intransigence™ of the com-
pany towards the bar—
gaining process, © -

,ahe Edgars group’ ﬁasm
proposed the wage freeze,

‘crnng a fall in profits of 98
- percent and the' curfént
"economlc hardships.

S@ccawu sald its mten-
tidi*to table a wage! pro
pasal of between 15 and 20
percent was torpedoed by
the’proposed freeze. -

' “Edgars has always
been’ dififcult to negonate
with' and this stance Has
come as no surprise tous .,
if the proﬁts have fallen by
28 percent then what has
happened to the othér"72
percent? .

‘We are not dealmg
With'a company that is ‘in
the réd here,” Mkhize told
a media bneﬁng 1in Johan-
nesburg on Saturday

He “'said.’ typ:cal
example of the company s
intransigence was - DiHg
R733 000 xawsun“fit“ nid

slapped on thé‘ iy g
’Frlday evenmg - for ioss
of & eammgs B

“ Hi'3aid the “union kid
gip‘f'}ed all avenues atits
dispdial, including  go-
slows, picketing and med;-
atron by the’ Commission
for* Concrlratwn, Media-
tioh and Arbrtrat:on biit to
AV, © festo iy

Mkhiize %'saig that,
despite the’ ?laviﬁsult his




‘ Edgarsaé;lﬁes basis for
IflOIl forR746 000

SUln
&D 784

Dustin Chick

EDGARS yesterday denied weekend
reports that it was suing the SA Com-
mercial Catering and Allied Workers’
Union. (Saccawu) for R700m for loss of
income as aresult of an illegal strike by
the union.

However the company said- it was
suing the union for R748 000 for losses
incurred due to the running of a second
shift at its distribution centre, after
Saccawu members went on an ﬂlegal
strike in an attempt to force the com-
pany to drop its wage freeze, Edgars
huntan resources director Nigel Unwm
said at the weekend, | % y

The second shift hag? 5 fl i
for the past month. B

More than 10 000 company employ-
ees belon%:ng to Saccawu are expected
to embark on national strike action
this morning in protest against the im-
plementation of a wage freeze for the
current financial year.

Unwin said the freeze was im le-
mented in April because of a 28%
in profit for the penod to March an
was accelpted by all-employées except
those belonging to Saccawu He said

1500 peopCe had (een re)enched forr
the company to cut costs and lmprov’ég
its finances.

The union had not taken up an offes)
to appoint its own auditors to check theﬂ
figures supplied by the company and
had instead accused the company of ly.—,
ing, Unwin said.

Saccawu assistant general secré-
tary Herbert Mkhize announced at the:
weekénd that the unioh would go on
strike to put pressure on the company
tolift the wage freeze,

Mkhize said that the action was pre-
cipitated by Edgars’s “arrogance and
intransigence” shown towards the bar-
gaining process.

The union s&id its intention to table
a proposed 15% to 20% wage increase
was shot down by the infroduction of
the wage freeze. The union had ex-
plored all avenues, mcludmg go-slows,

.picketing and med1at10n by the Com-

mission for Conciliation, Mediation

. and Arbitration, Mkhize taid,

Meanwhile, ‘(:hét Food and Allied
Workers’ Union said at:the weéﬁend
that its members at Dairy Belle: “(b
embark on an “indefinite” stiike’ fol-
lowing a deadlockin w ge talks. Nfgu

i
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Violence erupts as

Ed(gars strikers

) 483) ANw 24]q

protest

Several stores shut in standoff over wage freeze

Starr REPORTER AND SAPA

olice fired rubber bullets
P at striking workers out-

side Edgars’ headquar-
ters in Johannesburg yester-
day when protesters began to
throw stones at them on the
first day of a wage-related
strike called at branches
throughout the country,

Police said one man was
arrested for public viclence and
then also charged with armed
robbery when he tried tograba
policeman’s firearm.

The strike forced the cloth-
ing group to close some of its
branches and subsidiaries yes-
terday, including its flagship
store in central Johannesburg,
where workers were toyi-toying
and carrying sticks and stones.

Sixty strikers were arrested
at the Cresta branch, said Piet
Manjela, a shop steward co-
ordinator in the SA Commer-

cial, Catering and Allied Work-

ers’ Union (Saccawu). He said
the landlord called police after
. complaints from other tenants.
{ . Strikers were also arrested

at the Kempton Park branch,
although there was confusion
about the humbers involved.
One union official said 25
people were arrested, another
said 55, but local police spokes-
person Ina Middel said only
seven people were arrested and
were expected to be charged
with intimidation, failure to
comply with a court order and
refusal to give their names to
the police,
The workers went on strike
to demand that Edgars lift a
wage freeze announced for the
1998/1999 financial year after
posting a 28% drop in profits in
the last financial year. Workers
said the remaining 72% profit
was sufficient to warrant an
above-inflation wage increase,
The group’s subsidiaries in-
clude Jet, Cuthberts and ABC.
Some branches of Cuthberts
and Jet were also closed yester-
day, including those in Eloff
Street in central Johannesburg.
Edgars group human re-
sources director Nigel Unwin
said only 300 of the 8 000-strong
workforce was on strike: “The

other 94% have reported for
work - and in most parts of the
country it is business as usual,

“The major problem we have
had is of striking workers at-
tacking customers and staff who
have ignored the sirike; one of
the strikers attacked a customer
and was arrested,” he said.

Unwin said the group had
obtained a court order a few
weeks ago against the unions,
barring them from harassing
customers or workers who
refused to join the strike,

The Edgars group had also
begun a R733 000 suit against
the unions for loss of earnings
at the group’s distribution cen-
tre, he said.

Saccawu assistant general
secretary Herbert Mkhize said
Unwin’s estimate of those on
strike was inaccurate.

*About 3 000 workers took to
the street today. Unwin forgot to
add another zero to his 300 estt-
mate, Shops were shut down
and the strike is set to continue
until management is prepared
to cone to the table with gen-
uine proposals,” Mkhize said.



| Strikers
| force store
closures ;)

v ' ‘| THE nationwide wage strike by members of the SA

- Commercial Catering and Allied Workers Union

forced the Edgars group to close some of its branches

and subsidiaries yesterday.

. Edgars human resources director Nigel Unwin

» ‘ 1 said the group closed its store in central Johannes-
] burg, as well, as the Cuthberts andzfeqt ?ore7'n Eloff

Street.

) “ ve closed down our distribdtion centres in
Johannesburg and Durban. We have also closed our
mailing operation, Edmail,” Unwin said.

The group said, only a handful of workers had l’
participated in the strike — a claim denied by Sac- -
cawi. -

The union and management also made conflicting
statemients on violence accompanying the strike. ¢
- : Said Unwin: “About 300 out of the 8 000 work- F
force are on strike. ‘

“The other 94 percent have reported for work, and
1 in most of the provinces it is business as usual. .

“There is no strike in KwaZulu-Natal, the Cape
area, Northern Province and in North West. There isa
little bit of it in the Free State, Witbank and Gauteng,”

“The major problem we have had thus far is of
striking workers attacking customers and staff who
have ignored the strike ... one of the strikers attacked L
a customer and was arrested.” 5

Gaccawu assistant general-secretdry Herbert
Mkhize claimed Unwin’s statements were inaccurate.

“About 3 000 workers took to the streets today.
Shops were shut down and the strike is set to continue
until management is prepared to come to the table
with genuine proposals,” Mkhize said.

The workers are demanding that management lift
a wage freeze for the 1998/99 financial year.

Citing a 28 percent drop in profits in the last finan-
cial year, the Edgars group snid it would not grant any
increases. — Sapa.

it amanet =




Taxing times for
she €CN owners

liquor, the proposed  legislation
gtl)’liit’iggﬁg;%:?:r attempts o facilitate the entry and )
©mpowerment of new people into the [
MORE than 250 000 shebeen owners  industry.
countrywide are unlicensed and there- However, the Bill has not had 3
fore not paying tax, the National smooth passage through Parliament.
Council of Provinces was told ves{\ The industty has accused the

terday. : department of attempting to over-regn-
$ . With the ratification of the Liquory Nate those in business, .
: Bill, which was passed by the Nation: Church groupings and other civil

Assembly last week, shebeens will be Organs also argue that the Government
legalised and regulated, the NOCP(W is creating immoral laws apd social
committee on economic and foreign denigration, T
affairs was told, ‘\' Speaking in Parliament Iast week
The Bill will also ensure that 250 before the adoption of the Bill, Trade
000 people running shebeens jn the \ and Industry Mnister Alec Erwin
black towaships are brought within the argued that while consciously
tax bracket and pay their dues to the addressing the negative  socio-eco-
Government, nomic consequences of liguor abuse,
According to Mr Ajay Sooklal of \the Bill also intended finding a “pal-
the Department of Trade and Industry,\Yance berween the promotion and
the Bill provides better regulatory ) improvement of ife and the promotion
mechanism for the liquor industry —N) of cconomic development”,
- which has an annual income of RIObi The NOCP is expected to ratify the
lion. Bill by this week, before it is taken
In addition to regulating the manu- \ back 1o the -National Assembly for
facturing, distribution and sale of ‘epactment . .o

N
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‘Smaﬂ business to

y Shadrack Mashalaba

SOUTH African small business legal
and regulatory environment will be
revolutionised next year to facilitate
small business promaotion.

Speaking at a media briefing in Pre-
toria yesterday on the preliminary find-
ings of an advisory board, Deputy Min-
ister of Trade and Industry Phumzile
Mlambo-Ngcuka said the board had
been appointed by the ministry to come
up with recommendations and guide-
lines to develop small business.

The National Small Business Regu-
latory Review (NSBRR), said
Mlambo-Ngcuka, seeks to address the
constraints reflected in the White Paper
on the national strategy for the promo-
tion and development of small busi-
ness, so that inappropriate restrictive
legislation and corresponding environ-
ments are often reviewed.

Mlambo-Ngecuka said the review
was an ongoing process which from
time to time had to be undertaken. She
said the review was necessitated by
similar initiatives in other countries
particularly in Australia.

The latest initiative came after the
Cabinet approved that the ministry
undertakes the regulatory review and
advise Government of the appropriate-

jonised’

ness glegal and regulatory frame-
works that impact on a small business
development.

The areas under review dre: busi-
ness trade, by-laws and regulations,
taxation, finance, labour, progur'cment,
women and rural development, and
property and land ownership, .

A total of R1,2 million has been
budgeted for the current financial year
o be used by the advisory Poard.

Access 1o finance

“The advisory team is ‘expected to
supply its proposals early next year.
The board will have powers to make
recommendations and offer advice
which will result in the repeal of
existing legislation,” she said.

Mlambe-Ngcuka said the board
was not the National Small Business
Council (NSBC) in disguise. “The
NSBC will be revived and hopefully it
wili be operational by next year.”

The board, said Mlambo-Ngcuka,
would embark on a series of consulta-
tions nationally with all stakeholders
involved in small business promotion.

Other issues that will receive the
attention of the board include access to
finance, risk insuring and developing
new financial products with financial
institutions to help small business.
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CRITICAL LOOK Phumzile Miambo-Ngcuka plans to review restrictive legislation that could threaten

the entry, development and survival of small business

Small business

THABO LESHILO

BUSINESS ERITOR

Pretoria — The department of
trade and industry (DTI) has
embarked on a bold initiative to
review laws and regulations
considered inimical to the
development of small business,
including the Labour Relations
Act, the Employment Equity
Bill and the Usury Act.

Phumzile Mlambo-Ngcuka,
the deputy minister of trade
and industry, unveiled the
National Small Business Regu-
latory Review (NSBRR) process
vesterday. She said the NSBRR
sought to address the reguiate-
ry and legal constraints on the
development of small business
identified in the White Paper
on the National Strategy for the
Promotion and Development of
Small Business.

“Inappropriate or unduly
restrictive legislation and the
corresponding regulatory envi-
ronment are often viewed as
critical to entry into the busi-
ness sector and a threat to the
survival, growth and develop-
ment of small business,” said
the DTT in a statement.

T (R )’ v/

Also to be reviewed is the
controversial change in VAT
accounting from a payment to
invoice basis for small busi-
nesses. The change, instigated
by the South African Revenue
Service (SARS), requires all
business owners to pay their
VAT obligations upon issuing
invoices to customers — before
receiving payment.

Mlambo-Ngcuka conceded
there was a contradiction be-
tween the DTI’s goal of creat-
ing an enabling environment
for the grewth of small busi-
ness and the change in VAT ac-
counting by the finance depart-
ment (under which SARS falls)

in order to ease the flow of tax -

funds to the state.

She said an arrangement
had since been made to have an
official of the finance depart-
ment work closely with the DTI
to stop the two entities
pursuing contradictory poli-
cies.

Mlambo-Ngcuka said the
year-long review would cover
business trade, by-laws, taxa-
tion, labour, finance, procure-

- ment, women and raral devel-

opment. Property and land

bi

PHOTO JOHN WOODROOF
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ownership we o incldded.

One of the main aims of the
review was fo increase lending
to micro-enterprises. “We can’t
force banks to lend to the sec-
tor, but the finance task team
will look at ways of increasing
the number of lending institu-
tions (suited for micro-lend-
ing),” said Mlambo-Ngcuka.

A task team would under-
take the review for each the
eight areas identified as prob-
lematic. An advisory board was
appointed by Alec Erwin, the
trade and industry minister; to
oversee the process, manage
and evaluate the activities of
the eight task teams.

David Moshapalo, the exec-
utive director of the Founda-
tion for African Business and
Consumer Services (Fabecos),
welcomed the review. “Tt’s a
very good development. It will
look at all legislation which
negatively affects small busi-
ness,” he said.

The process of simplifying
the legal and reguiatory frame-
work for small business began
in March and was expected to
be completed in March next
year.
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Saccawu
~and Edgar’s

~still at odds
(70) %)

Frank NxumaLo

C’T ﬂg Zﬂ q&i‘%n TOR

Johannesburg — The South
African Commercial, Catering
and Allied Workers’ Union
(Saccawu) said yesterday it'be-
lieved Edgars’ financial situa-
tion and strategic plans did not
justify a wageifreeze for the
period 1998 t01999.

Edgars said 1t had incurred a
loss of 28 percent in earnings and
a 10 percent loss in market share.
It had been forced to retrench
1 500 workers since February asa
result of its financial difficulties.

Nigel Unwin, the Edgbrs
spokesman, accused the unions
of turhinig dovwn the company’s
offe;;  of having iis books
inspected by union auditors.

Unwin said as a public com-
pany, Edgars’ financial situation
was a matter of public know-
ledge and that “the only people
who think we are deceiving
them are Saccawn and Federwu
(Federated Commercial and
Retail Workers’ Union)”.

Saccawn said Edgars was
going for offshore investment,
had set aside R3 billion for a

' storés reriovation project and had
“overstocked™ from R980 million
last year to'R1,18 billion this year.

Edgars could therefore not be
“in the red at a]l‘ the union said.

Lee Modiga, the Saccawu na-

. tional negotiations co-ordinator,
said although' Edgars had in-
curreda fall in profit margins, di-
rectors had béen paid dividends
for the financial year just ended.

Unwin said shareholders, not
company directors, had been
paid dividends. He confirmed the
group had “overstocked” but that
was written off as lost money:

He said it was “necessary” to
have stores renovations because
“if you don’t renovate, you lose
market share”. He denied the
group was going offshore. !

He said Edgars was not in a

- position’to grant wage increases
as retrenchments would escalate.




. “Johannesburg central A / %
Edgars group. ~of compames lost-more. than
"R1;5 million ‘in-profits and damages on the
~first-day-of -a-national strike by employees.

Edgars -group- human resources director
Mr Nigel Unwin said, between R300 000 and
R?SQ 000 was lost or the first day to the
compqny in'profits for all CBD branches.

Hé! said it was not yet possﬂ:le to quan-
ity total losses.

“The. losses ‘pertain fo those shops that
we closed down, The rest are trading,
although at a lower level,” he said,

" "“We can only compare them to the fig-
ures attained the same time last year.”
Intimidation -

A further R700 000 was lost as 4 result of

" damages to Jet stores in the city centre, he
said.

“It was relatively quiet today. but there
have been reports of intimidation in Pre-
_toria, Benoni and Durban.”

Unwin said Edgars ‘had been forced to -
close its West Street branch in Durban

1 because-of intimidation. T

~ Earlier yesterday the company sa1d the -

U strikers had started (o go: slow, plcketmg and” "’

| blockadmg on August 14

- [khié group | had incirred up 1o, R2 million

a lost,,proflts and an addmonal shift at the
ha’ﬁﬂesburg dlstnbutmn cemrc, smcefr

R AN

g roup last k Frlday mstltuted a

rR733, 200 clalm agamst the' South African

" Commerc1a1 Catermg and. Allied Workers
Umon for thc addmonal costs of running the
d1str1but|on centre- incurred because of the

~“unprotected” industrial action. — Sapa.

s




Small business advisory
organisation launched

Patrick Wadula g4 /) /‘i /?X @‘DD

1"HE National Small Business Regulatory Review, a
body aimed at addressing restrictive legislation and
constraints in the development of small business in
SA, was launched by Deputy Trade and Industry
Minister Phumzile Mlambo-Ngeuka yesterday.

This follows cabinet approval for the trade and
industry department to advise government on laws
and regulations affecting small business.

Mlambo-Ngcuka said the regulatory review had
set up an advisory board and task teams to focus on
business, trade, by-laws and regulations, taxation,
labour, finance, procurement, women and rural de-
velopment, property and land ownership.

The advisory board has a budget of RK1,2m and was
appointéd by Trade and Industry Minister Alec Er-
win. The board consist of representatives from the
public and private sectors, trade unions, small busi-
ness bodies, Khula Enferprise Finance and Ntsika
Promotion Agency.

The board would guide the new National Small
Business Council, expected to be up;and running
'| early next year, The previous small business council
was forced into liquidation in July after mismanage-
ment and misappropriation of funds by its most se-
nior executives. J

Mlambo-Ngcuka said one of the issues the council
failed to carry out as part of its mandate was to lobby
government, on policies affecting small business. “We
feel the advisory board would be able to achieve this.”

Mlambo-Ngcuka said the regulatory review had
entered its second phase involving consultation with
the task teams. They would hold workshops and pub-
lic forums in the nine provinces. -

Government expects the task teams to have rec-
ommendations ready by May.




'Edgars outlets close

as wag#? 2%}}7;%? S ﬁg%‘g)ds

Pearl Sebolao

THE two-day strike by the SA
Commercial, Catering and Allied
Workers’ Union (Saccawn) at
Edgars Stores intensified yes-
terday, with more outlets closing

.

as it spread to other parts of the
country.

The fashion retailer’s human
resources director Nigel Unwin
said the group’s central Johannes-
burg branches suffered losses and
damages amounting to R700 000
in piofit when several stores were

(¢losed on the first day of the strike\
"-on Monday: . v

The figures for the financial
losses arising out of yesterday’s
“temporary closure” of stores in
Durban and Pretoria as a result of
a high level of intimidation by
strikers were not available, Un-
win said.

He said Edgars outlets in the
dJohanneshurg central business
district — which includes Sales
House, det, Cuthberts and Edgars
— opened for business in the
morning, but were later closed
when intimidation by union mem-
bers picketing in front of the
stores got worse.

The union confirmed that
workers in ali the nine provinces
had joined in the strike.

It denied allegations that its
members were involved in any

acts of intimidation.

Saccawu went on a full-blown
national strike on Monday to
protest against a wage freeze for
this financial year. '

e union ts ' wage Increas-
es which range from 15% to 20%,
while Edgars says it cannot afford
the increases because of a 28%
drop in profit.

The union hag been involved in
sgoradic industrial action against
the company since early August,
resulting in disruptions and fi-
nancial losses which could exacer-
bate the company's already tenu-
ous financial position.

Edgars retrenched more than
1 000 workers earlier this year fol-
lowing the group's poor perfor-
mance lagt year.

The group has also brought a
R733 000 lawsuit against the
union for the loss of earnings
stemming from these actions.

Meanwhile, 32 union members
who were arrested at the Cresta
branch in Johannesburg on Mon-
day appeared at the Randburg
Magistrates Court yesterday.
They were charged with violating
astrike-rule court order.

The police have also opened a
case of attempted robbery against
a union memger who tried to dis-
arm a policeman in Edgardale on
Monday.

Edgars also indicated that it
would bring an application
against Saccawu for violating the
order on picketing and strike rules
which was issued by the Labour
Courts three weeks ago.

This was despite “a number of
cases” that Edgars had opened
against individual employees who
were involved in intimédation and
criminal behaviour, Unwin said.
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David ,okoenu resigns: afte

‘sour grapes’ uccusul'uons

Dav1d Mokoena, the secretary-general of. the Natmnal Afmcan
Fedérated Chamber of Commerce and Tndustry (Nafcoe), has
left the orgamsanon acnmomously Phillip Machaba, Nafeoc's’

i chief executwe officer, aeensed Mokoena yesterday of having
made “damagmg” aliegatmns agamst Nafeoc to City Press, the
Sunday newspaper. :

Machaba said Mokoena' s, allegatlons, mcludmg that Nafcoc
had been xmsmanaged for the last two years, were being inves-

. tlgated by the organisation’s Jawyers. “We believe the secre-

- ary- .general’s helaviour reflects a sour-grapes gyndrome fol-
‘lowing the withdrawal of his exorbitant salary and Nafcoc
vehicle by the new: pres1dent said Machaba Nafcor's new
pres1deht is’ Tsaac Skosana. .

~Machaba said Nafcod had dlscOVered fhat Mokoena s pom-

' tlon 4s pregident of the South African Liguor Traders” Assock;

o ‘ation, a Nafcoc affiliate, had been unconstitutional, Mokoena

5 det:lmed to comment before the Nafcoc council meeting on

: Saturday 4Tt would be very naive foargue with the executive

e mmx\ttee through the media before 1 speak to couneil.” HE"s e

s”a;d;»lafcoc s announcement of his departure at a-press confep
ceyesterda&wvas unconstitutional. He insisted ite was gl a
fpf'mber of Nafcot until his resignation was accepted by the -

!I hubo Leshilo, Jokannesburg
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Nafcoc ‘irregularities’

Patr'ickWa‘dula EDD Q 0 qg

EXECUTIVE members of tHe Nettional
African Federated Chamber of Com-
merce could be implicated in alleged fi-
nancial irregularities and the uncon-
stitutional election of the executive
council that has led to the recent res-
ignation of the o isation’s general
secretary, David Mokoena. ‘

Nafcoc president Steven Skhosans
said dyesterday that the allegations
would be discussed in an urgent coun-
cil meeting tomorrow.

.- Other igsues to be raised included
operational plans of the new executive
and the organisation’s budget.

Mokoena handed in his resignation
after alleging that the organisation
had been riddled with financial mis-
management for the past two years,
coupled with. an unconstitutionally

elected executive and unconstitutional
conduct by executive membe:
%tl‘;be he (Mokoena) knows some-
thing that we others are not aware of
because he was a signatory to the
cheques written out by the organisa-
tion,” Skhosana said . »
Mokoena also alleged that th
had been differences between himself
and former president Joe Hlongw:

T8,

ane,

. “David has been part of the execu-
tive for the past four years, so he surely
should know what he is ing about,”
said Skhosana,

He said Nafcoc’s lawyers would be
brought in'to advise on the legalities
involved.

One Nafcoc member, who preferred
to remain anonymous, said some of the

-allegations were discussed at Nafcoc's

recent 34th annual conference, but cer-
tain executive members did not take

them seriously-

It was claimed at the time that some
of the executive members chosen for
the new council board were not fully
paid upmembers. -

Another allegation was that some
executive members did not represent
any constituency, region or sector in
the economy a8 was the policy for elect-

“ing someone to the Nafcoc board.

A disgruntled member said govern-

ment was to blame for what was hap-
ening in Nafcoc. He said Nafeoe had
obbied government on issues such as

taxation, but government up until now

had done little to help black business.

He said Nafcoc was a lobbying body
for black development, but when gov-
ernment came up with the National | %
Smail Business Council to represent |
small buginess at national level, “it be- | i
came a duplication of roles”, ‘

plague ’é)é%ggtive

SimonBarber T - .
WASHINGTON — Government has
given a US cox:&any aptproval to test
the safety and efficacy of a potentiall
revolutionary new AIDS drug on 40
volunteers infected with the virus.
Devéloped by San Digio-based Hol-
lis-Eden Pharmaceuticals, the drug,
which has not yet been apJ)l'OVed for
hunan trials by the US Food and Drug
Ad;;];nmistratio;le (F;]gg)éohas beentshovirln
in laboratory testi prevent repli-
cationofthe AIDS virus, . - -

" The SA clinical trials are being con-
ducted by the Medical University of SA
and Clindepharm, which was SA’s
largest contract research organisation
until it was acquired for $18,6m lagt

drugiol

e tested o

P, 2110192
US pharmaceutical.
in North Carolina’s

of ‘the neﬁr drug,

aSlepteix.nl:)er by

, 8 fast-growing
testing firm based
regearch triangle.

" The initial trials

called HE2000, are ected to last
three months, A second round using
more tha.thso HIV patients is planned.

Hollis-Eden president Terren Peiz-
er said the company intended to seek
FDA A}pproval for clinical trials in the
US before the end of the year,

" The company ecalls HE2000 a
“monotherapy”, meaning that it should
work independently of other drugs, un-
like the current, extremely expensive
“cocktails” which are prescribed in the
US but are beyond the means of most
inthe developing world. f

liEA ubjects
N éck Pr§dergast, Hollis-Eden’s | £
founding scientist, said: “With the [ 48
commencement of our clinical trials [
+ envision the day is approaching when a
cost-effective monotherapy will chal-
e thevinlssuccessﬁﬂiy”. :
‘ e company believes HE2000
works by preventing cells infected with
HIV from producing chemicals that act
as the energy source for replication.
The SA trials are only using HIV-
patients who have not ta]{en any other
anti-HIV drug. Peizer acknowledged

that critics might say South Africans | &

were being used as guinea pigs as it
was easier to get studies approved in
SA. “We do not view it that way be-
cause we plan to put HE2000 into US
ind.ividua.ﬂ.” . :

--------
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Special Pensions Board &

-

start its work.

has not started its Woéfo ret

¢4 IVE months after the
y announcement that the Special
Pensions Board, which last sat
in April, would be functioning again,
the Board has not started work.

This means thousands of people
who applied for special pensions after
April have not yet received news
about their applications.

People continue to phone Hotline
inquiring about when the Board will

-

inquired at the Department of
Welfare and Population
Development about the Board - but
no answer has been forthcoming.
The Department of Welfare sinply
say the Board will be announced:
soon, Meanwhile, thousands of i,
needy people are waiting for their
appications to be processed.
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Edgars, where one was greeted by stylish cosmetic
counters and the waft of designer perfumes. But
behind the chrome and glass lies a host of problems

which have left the national chain in crisis.
It has gone to war with its staff while battling with a

28 percent drop in profits.

This week more than 1200 staff members, among
the best-dressed employees in the clothing business,
went on strike, causing the embattled company to lose

R1,5-million a day.

More than 100 members of the SA Commercial
Catering and Allied Workers' Union have been arrest-

l T USED fo be fashionable to shop in the House of

gone backwards, Customers are running
away because of prices and a lack of

fashionability.”
He said value reta

share of the chain
1s nothing
anymore.”

worse by the poor pe
House and Jet stores
Jet has made a pro

ed, and four employees were injured when rubber

bullets were flred during a police clash with angry
strikers on Monday at the company’s flagship store in

Johannesburg's city centre,

Stores have been forced to close their doors to

protect customers as

speciai

1993, while Sales House, g i

' , a chain airn
at ]?Iack markt_at for classic fashion, g)ﬂ
berienced an eight percent drop in sales
in the past financial year as customers

ilers and specialist

stores had grabbed a considerable

’s market. “There
about Edgars

Vianello said results were made

tformance of Sales

fit only once since

moved into a more modern world.
Vianello said customers were moving
away from what was seen as an outdated

violence erupted in Gaut-
eng and Durban.

About 33 workers from
a branch at the Cresta
mall, northern Johammes-
burg, were locked in a
container for about five
hours after a scuffle with
police.

One of them, pregnant
QOrelia Molefe, has worked
for Edgars for seven and a
half years.

She started as a secu-
rity guard in the fiiting

rooms before becoming a |

sales assistant, earning a
monthly salary
of R1 400,

This week
she found her-
self thrown in
prison in her
fight for better
wages.

She and 23

other women
were locked
up in a cell,
with no toilets,
meant for eight
people while
nion and fam-
ily members
struggled to
raise their bail
of R40 000.

The land-
lords of shop-
ping centres
have gone to
court for inter-
dicts against
striking work- ,
ers, while Ed-
gars has is-
sued lock-out
notices to the
Federal Coun-
cil of Retail and
Allied Work-

Molefe was t

Last Christmas, stbck rumoured to be

worth R300-million went unsold.
Business analysts agree that a host of

problems have left Edgars in a crisis.
The company, which introduced

credit 70 years ago, has been hit hard by

rising interest rates. It al-

so faces tough competl-

tion from value stores like

Mr Price, which records

annual sales of R20 000

per square metre of shop

floor space compared

with Edgars sales of

R8 000/m#, which is a

_ measure of profitability.

hrown into jail

‘People used to
go to Edgars
for quality. But
| now customers
| are strapped for
cash and
quality is not
as important’

iking shop assistant Orelia
Picture: BRETT ELOFF

look.

The assistant general secretary of the
SA Commercial Catering and Allied
Workers' Union, Herbert Mkhize, said
the union had demanded a 15 to 20
percent wage increase.

While the union acknowledged
Edgar's drop in profits of 28 percent, it
wanted to negotiate on the remaining 72
percéit.

“If they can't afford real wage increas-
es, let’s talk about wage adjustments.
Give us 10 percent now and let’s look at
the other five percent if there are im-
provements in the company’s results.”

Mkhize accused Edgars management
of colluding with the
police. He said Cosatu
branches would next
week discuss taking sol-
idarity action, and this
could include blocking
supplies to the chain.

“if Edgars gets away
with a wage freeze, it will
set a bad precedent,” he
said. H

Nigel Unwin, the com:}
pany's human resources’
director, said the vio-
lence had been caused by

intimidated and abused
staff and customers.
He said workers had been arrested

8 hecause they had defied police instruc-

tions. “l have no sympathy for them. We
are extremely unhappy about what we
have™seen. It is nonsense to allege

[l collusion with the police.”

Unwin said industrial action at the

§ company had begun in August and wage

negotiations had reached a stalemate,
“We have already retrenched 1500
workers. Should we give increases or

“thuggish people” who'd
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i h more people?”

Edgars for quality. But now cu

as important.

ve g T K
The group's financial director, Mar
Bower,gsaid: “People used to g0 to

stomers

ed for cash and quality is not
prighi Syice is what drives

ers. By yester-

day, the battle was still being fought on r

the pavements outside barricaded shop
fronts — and further strike action is
threatened.

The strike was triggered by a wage
freeze announced by the SA Brewerles-
controlled chains of Edgars, Sales House

and Jet following a 28 percent drop in,

profits in the year to March.
The decline in profits signals troubled
times for the store where shoppers-can

find everything from underwear and bed

linen to cosmetics and sports shoes.

people now.”

With a radical rethink
needed, the clothing
chain's management

_structure was revamped

wnd about 1500 people

retrenched six months

ago. It is hoped that the

new group managing di-

rector, American Steve Ross, who took
over two weeks ago, will be able to put
the company back on track.

BOE Securities analyst Syd Vianello
said the store had lost focus and sales
had dropped dramatically since 1996.

“Edgars styling and fashionability has

aid sales had droppegl‘ from
RBP?BS?mZ in 1996 to R8 243/m? in 1998.
The company was making changes an
prices had been reduced to offer
customers better value, he added.
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Almost 250 workers arrested.
in Edgars stri}«i
7 bio

Themba Hlengani b

ALMOST 250 members of the SA Com-
mercial, Catering and Allied Workers'
Union were arrested since the nation-
wide strike against Edgars shops start-
ed last week, union spokesman Pitso
Tshukudu said yesterday.

He said 20 workers were still in
detention. This was disputed by police
spokesman Martin Aylward who said
only 80 workers were arrested between
Monday and Friday last week.

By late yesterday, the union’s
lawyers were negotiating for the re-
lease of two members arrested on Sat-
urday outside the Johannesburg city
centre branch of Edgars on charges of
intimidation. Most of those arrested
last week were charged with intimida-

. tion and contravening picketingrules.

Tshukudu said the arrests were the
result of collaboration between the Eo—
lice and traffic officers who were ha-
rassing union members. He said the
situation was quiet yesterday despite
reports that workers picketing outside
the. Johannesburg city centre shop
askeéd customers not to enter.

The strile was prompted by Edgars’

. announcement of a wage freeze after a

' -
- -

, Says uni;zé ;
Zﬂ%?fallmpmﬁt. Thc%xg ollowed

by an announcement that Edgars’
jong-term domestic currency rating
had been downaﬁ'raded from A+ to A by
an international rating agency.

The union said about 7 500 workers
were on strike at the Edgars group of
sht:lps, which includes Sales House, Jet
and ABC. Tshukudu said the union
had received a letter from Edgars’
management requesting a meeting to-
day. If the meeting goes ahead, it will
be the first meeting of the two parties
since the start of the dispute.

Another Edgars union, the Indepen-
dent Federal Council of Retail Workers
announced yesterday that it would join
the strike action.

Dustin Chick reports that Edgars
Group human resources director Nigel
Unwin said it was regrettable that no
end to the strike appeared tobe near.

Demands by the union for increases
of between 15% and 20% came at a
time when the firm was undergoing ex-
tensive restructuring to ensure its
long-term success. The process had al-
ready involved the retrenchment of
1500 people with further retrench-
ments being avoided through the im-
plementation of a wage freeze.
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Edgars invites union

EDGARS workers nationwide have
been on strike for eight days, but the
strike in the city has been quiet com-
pared to the clashes and allegations of
intimidation in Johannesburg.

Pitso Tshukudu, national
spokesperson for the South African
Commercial, Catering and Allted
Workers’ Union (Saccawu), said three
of its members were arrested by police
outside the Johannesburg city centre
Edgars on Saturday.

He said two of its members were
still in police custody by late yester-
day and one had been released after
being arrested for allegedly contra-
vening picketing rules.

Meanwhile, representatives of
workers and management may meet
for the first time today to try to
resolve the impasse,

(T bl1e98

The meeting was proposed by the
Edgars Group management in a letter
to the union yesterday.

Tshukudu said the union was still

' considering the invitation from

Edgars to hold a meeting. .

“We will give management a
response today to set a date for the
meeting and to thrash out the
details,” he said.

A second union, the Independent
Federal Council of Retail Workers,
(Fedcraw), ‘gave notice of joining the
nationwide Edgars strike over a wage
freeze yesterday, said its spokesper-
son, Nat Ketlelo,

Ketlelo said his union gave man-
agement 48 hours’ notice that its
2 500 members would join the strike
started by Saccawu last Monday.

However, by late yesterday, Fed-

eet

70 ) @)
craw had not yat vited to the

meeting,

Edgars group human resources

. manager Nigel Unwin said all Edgars
- shops were open yasterday, but would

close if trouble started.

The nationwide strike follows an
announcement of a wage freeze by
the Edgars group after suffering a 28%
fall in profits and having its long-term
domestic currency rating downgrad-
ed from A+ to Aby an international
ntingagency. - !

" Saccawu has proposed a 20%

. negotiable increase for its members

employed at Fdgars, Sales House, Jet
Stores and their digtributoss, while
Fedcraw is aiming Tor a R450 across-
the-board increase and a minimum
wage of R1 800 a month. — Staff
Reporter, Sapa




Programme to heél

By Wilson Ramothata

ESKOM has embarked on a pro-
gramme to empower small entrepre-
neurs to acquire business skills and
help them with capacity-building pro-
grammes to start their own businesses.

The move is seen as Eskom’s effort
& develop a strong small, medium and
micro enterprises (SMMEs) sector in
South Africa.

Twenty smoall entrepreneurs in
Gauteng have already benefited from
this undertaking run by the electricity
utility company in partnership with
Tullis Laundries.

Eskom supports small entrepre-
neurs by offering them entrepreneurial
capacity-building programmes and
also facnhta[es access 10 funds through

Entrepreneurs are also pro 1ded0

with marketing support and after-care
services,

The parinership between Eskom
and Tullis to help entrepreneurs inter-
ested in opening their own establish-
ments was struck at the end of the

Eskom Small Business Development’

Opportunities Exhibition held at

Nasrec in Angust.

Own bosses

Eskom SBD officer Godfrey Khuvntlu
said: “Several people who visited the
Tullis stall expressed interest in estab-
lishing their own enterprises and this
prompted the two companies to embark
on a skills training programme to help
them become their own bosses.”

Some of the entreprencurs who

havebenefited fTom atténding Eskom’s

M Es

rene rial apac; -building and
marketmg skills programmes have
established their own businesses,

© The 14-nation Southern African
Development Community (SADC)
delegation will wind up its two-day
visit to the Upited States in Min-
neapolis today.

The delegation, whose visit was to
discuss trade and investment opportu-
nities in the Southern African region,
expects to meet a number of prospec-
tive investors at a conference in the US
city.

The main objectives of the confer-
ence are to introduce American corpo-
rate executives from the Mid-west to
investment and trade opportunities in
Southern Africa and highlight other
opportunities in a market (Africa) of
* 3oma 190 million people.
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st‘r kers
‘may lose

“their jobs. S
| Bylmaiae Hwen710 )

' THE Edgars group of companies has warned
\0 that further retrenchments cannot be avoided if

W the disruptive strike-by thougands of its workers
1§ not resolved soon.
gy | Group human reso wector Mr Nigel

\Unwm spid yesterday that the restructuring

"process had entailed-the retrenchment of more
| than 1 500.employees so far. Further retrench-

ments Fiad been averted by the.adoption of a
.wage freeze policy for all, and the current strike
: threatened the effectiveness of this strategy. thus
} “the jobs of thousands are in severe jeopardy”.

He said realistic means of achieving the
restructuring objectives without necessitating
further large-scale retrenchments were in great |
danger as there was no sign of an end to the
strike. :
¢ Unwin said 20 out of more than- 70 stores
were affected by the strike. “The South African
“ommercial, Catering and Allied Workers
nion (Saccawu) bas chosen an urfortunate and

E 1nappropr1ate time to make its demands while
the group is not well placed to accede to ihese
demands,” he said.

The Federal Council of Retailers and Kified "
“Workers Union (Fedcaw) yesterday threatened
that its 2 500 members would go on strike in
support of the Edgars strikers.

Fedcaw. spokesman Mr Nat Ketiele said
members - from the -Free State, Northern_ ’

. Provmce, Mpumalanga, ‘North West and the.

Eastem Cape would. embark on a strike to jom
L. -Saccawu members .

i * " Saccawn” StH demandmg mcreases rangmg'

-y between 15and20, percent, while Fedcaw wants
™ a R450 a month incréase: for their mémbers.
© " Meatiwhile, a report by Hie: “Souith African
" Chamber. of Business -hds revealed that an
| -upsurge in strikes inthe third quarter of this year
“had swelled the number of work days lost to
1,85 niiltion man days'in September

"




| Edgars wage war ends
“after seven days of t

N0 /98
Taryn Lamberti

A SIX-week strike by 6 000 Edgars employ-
ees over a 12-month wage freeze ended on
Fridajafter seven days of talks with the
Commission for Conciliation, Mediation
and Arbitration (CCMA).

SA"Commercial, Catering and Allied
Workers' Union (Saccawu) national nego-
tiations co-ordinator Lea Modiga said yes-
terday the settlement had created a “bal-
anced sjtuation”.

Saccawu and the Federal Council of
Retail and Allied Workers downed tools
after the company placed a 12-month
freeze on salary increases, Modiga said.

He said the fashion retail group had
agreed to a R100 across-the-board in-
crease effective from November 7 for six
months. Unions and management would
‘begin negotiations for fresh increases in
April next year, )

Management also agreed to appoint a
committee to deal with alleged miscon-
duct on behalf of both striking workers
and-inanagement,

The committee would begin hearing'

mis¢onduct grievances in two weeks,
Modiga said. .

Edgars: human resources director
Nigel Unwin said workers would return to
work by Wednesday.

“We are delighted that we have
reached agreement and have been able to

), Coo)
end~the wage dispufe betweehi the two

parties. The settlement is within the
reach of the financial constraints of the
Edgars group.”

He said the group had also agreed to
allow striking workers to apply for ad-
vances on their November salaries.

“We have beerl concerned about the
welfare of striking workers and their fam-
ilies and believe that this agreement will
go some way towards alleviating any fi-
nancial difficulties they may éxperience
over the coming festive season.”

CCMA commissioner Kaizer Thibedi
said the resolution included an increase
in the minimum wage for employees to
R1 500 a month in the clothing sector and
R1 450 in the shoegs division. He said there
were “no losers” in the agreement.

Unwin said the settlement was a reflec-
tion of the company's determination to
“invest in the future success of the com-
pany and its staff”,

Details of the financial losses suffered

by the group as a result of the strike ac- '

tion were not available yesterday,

Reuter reports that Edgars last week
posted a sharp fall in earnings a share to
39¢ in the first half of the year, compared
with 218¢ in the same period a year ago.

It reported that it was likely the strike
would contribute to lower earnings for
the company in the second half of the
year.

__www.bday.co.za
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f_:-,.:-.Edgars
opt f@rAmedlath

. my"Muzn ‘Mkhwanzi @ l { 2 l ,
e ﬂ}l—lE,Edgars group, ¢ agreed yestérday that the current wage
5

and unions

with- tworifions representing 5 000 workers

oA natto m&eabe referred for mediation.

t:smd %thadﬁgreed to a proposal by the SA Com-
TR cLAlhed Workers’ Union {Saccawu)

i qderal’ 1311011 -of Retailers and Allied Workers
mon (Fe dcaw{)«th*af the wage- dlspute be referred to 2
hu‘d party for med:a,uon
e The acreement follows.a meeting yesterday between

the two pames .Edgars further proposed that ihe medi-

s atmg,party be the Independent Services of South Africa

I and that both partles share the costs of the interventton.

Edgars group human resources director Mr Nigel

' Unwm sajd (he company had lost between R500 000 and

“R750°000 in the Johannesburg central business district

. IWW AL
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By PITSO TSHUKUDU

EDGARS executives voted thel‘n’-
selves a 20 percent increase, equw-

alent to R164 000 in the group’s 1998

financial year, vei the company
pleaded poverty when its employees
asked for an annual wage increase
this year, says the Labour Research
Service (LRS).

The research group found that i m
the 12 months to March 1998, each of -
the groups’ five executive directors -,
earned R840 000,

The data was released in the wake

Edgars’
ses”

'E.

se

'negatl 11].10n at the end of
March 1997 to a positive R362,1mil- |’
lion at March end 1998. -
Although there has been a pom-
inal drop in profit in the company
over the last few years, it remains
economically vmble, the research )
groups says. LA D 1
“The company seems to 11ave
been able to cut back some of the
~gosts. Year-on-year-growth in cost
.0f sales declined fron 9,9 percentm .
‘1997 to 4,09 percent; jn 1998. 2
“This most hkely ‘included thel‘é‘-'
trenchment of 708 workexs,  ®:+ ';

of the two-week wildcat strike by <. “The company is also moving fo- .
inembers of the SA Commercial and _wards being a retailer of branded.
Catering Workers Union (Saccawu) " goods to increase competltweness

over wage negotiations with the Ed- -
gars Group.

Accordmg to Herbert Mkhize, the
union’s assistant general secretary

Edgars proposed a wage freeze for 7 “Already:Edgars’ PreToria dl
the next financial year oh the- ~-gion has been able to.incréase sales

grounds that its earmings have de- 7,
clined this year.
But Mkhize believes the wage
freeze is as a result of the group’s in-
ability to reach the profit target the
company had set itself for last year.

“We disagree that there is nomore
money for wage increases of about
15 - 20 percent in the current ﬁnan-
cial year.

“BEdgars has made it quite clear
that a wage freeze is an ultimatum:
the alternative is retrenchment,”
says Edward Cottle, a researcher at
Saccawu.

The research group noted that Ed-
gars cash reserves improved from a

e

- ‘-the group adds...

and reduce ccistsd o redw -
.. ~This may lea ﬂu’;her ue: -
"tions among . manufacturing’

“warkers in the group EA T

s

-

by 40 percent through‘ﬁms change,” -
QTR S '-..-.v

"This.” wep hegqtiaﬂons 'he—
‘tween the umorrand Hdgars ended -
in deadlock when the company con-
tended that union members had
been provocative, had ignored pro-
visions relating to their right to
strike and had been threatening
customers.

The parties have however agreed
on the appointment of a mediator
but have disagreed on whether to
choose the CCMA (Commission for |
Conciliation, Mediation and Arbi-
tration) or the IMSA (Independent
Mediation Services of SA).
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Edgars spells out its spehding allocation

By Caray Powers

Retail clothing group Edgars
spent about 16% of its income
on staff wages and salaries and
less than 1% on its sharehold-
ers, the group said in a state-
ment yesterday.

Out of every R100 customers
spent within the group, R16,56
went towards wages and salar-
ies and 24 cents to shareholders,

The bulk of the money, R73,80,
is paid to suppliers. '

The statement was released
in response to union criticism
that the group intended to em-
bark on a R700-million invest-
ment programme,

A strike by members of the
South African Commercial,
Catering and Allied Workers’
Union, which entered its third
week yesterday, began after an

announcement last month that
employees would not receive
increases because of a 28%
drop in profits.

The union’s view is that the
money used for the investment
programme should be diverted
to employees’ wages instead,

The group said the invest-
ment programme was vital for
Edgars to maintain its compet-
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Saccawu (m%)rkers

;&‘:&I Sebolao@

EMPLOYEES of the Edgars
Group, who have bheen on g wage
strike for two weeks,: yesterday
marched to protest™ against
Edgars’ refusal to meet their wage
demands and over the arrest of
their members during the strike.

-~ At least 2 000 SA Commercial,
Catering and Allied Workers’
gp’fon (Saccawu)  members

drched through the Johannes.
burg city centre to the Johannes-
burg Central Prison and to the re-
tail group’s flagship city store, The
march passed without incident.
he marchers condemned al-
leged harassment of, assaults on
and unfair charges against strik-
ers. The union has demanded that
police conduct during the strike be
investigated and that those found
guilty be punished,
. Memorandums demanding the
réfs’blution of the dispute between
Batcawu and Edgars were also

¥

handed over at the Johannesburg
Stock Exchange and to Edgars
management,

The parties have agreed on the
terms of the mediation process.
Edgars’ human resources diree-
tor, Nigel Unwin, said they would
meet for mediation tomorrow.

Meanwhile, there were fears
that the strike at Lonrho’s West
Plats mine, which ended Jlast
Thursday, could resume if the Na-
tional Union of Mineworkers’
(NUM’s) appeal against company
disciplinary action against the 10
union officials is unsuccessfiul.

The officials were implicated in
a hostage-taking incident at the
mine last month,

spokesman Eric Geilit-

shana said the outcome of the ap-

eal hearing would be announced
y tomorrow.,

Sapa reports that the NUM
said it would boycott a “pseudo-
peace summit” organised by Anglo
American Platinum Corporation

want policgbprob

Lo 98

and challenged the n¥ini 2 compa-
ny to a public debate on the “sys-
tematic killing” of NUM leaders,

e union was reacting to the'
murder of shop steward
Missionary Mpheni, 28, who was
shot dead on lVEmday on his way to
Amplats’ Townlands shaft.

Mpheni was also an official of
the African National Congress
and the SA Communist Party.

There have been about 10 such
killings since 19986,

Meanwhile, the two-week
strike at Impala Platinum Re-
fineries (Implats) in Springs con-
tinuved as talks between Implats
in Springs and the NUM yielded
noresults,

Parties could not find a mutu-

y acceptable implementation
date for a 8,5% salary increase on
which they had agreed,

The NUM wants the increase
backdated to July 1, while Implats
favours the implementation of the
increase on August 1,
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By Isaac Moledl

ELKOM has spent more than

R250 million on emerging

black entrepreneurs in the last
L3 six months, compared to
R240 million in the whole of last year,
chief executive Sizwe Nxasana
announced yesterday.

Releasing the telecommunication
giant’s interim results, Nxasana said as
Telkom’s procurement policy spread
among a larger supplicr base, more
than 450 black contractors gained from
the company's R9.75 billion capital
budget.

Besides the company having
awarded R256 million worth of busi-
ness to emerging black business in the
last six months, a further R626 mutlivn
was spent with large suppliers with
significant black shareholding bet-
wpen April and September this year.

On target for the year

According: to the company’s chief
operating officer, Mac Geschwind, all

of Telkom’s service indicators are on”

target for the year.

The digitisation of the network was
progressing rapidiy and in the past six
months Telkom had replaced more
non-digital lines than in the whote of
the past financia: year, he said.

Geschwing said more and more vil-
tages wers being connected to the net-
work each month and significant
progress had been made in reducing
vg?iting lists.

The rate at which it repaired faulty
lines had dramatically improved and

the semi-parastatal was installing new
telephone services faster than ever.
Geschwind said that in the first six
months ot the 1998-99 financial year
more business and residential faults
were repaired in less than 48 hours
compared to last year, and that the
performance in installing new busi-
ness services was equally encour-

aging.

is econom

Telkom chief
executive
Sizwe
Nxasana.
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<

ad TSN

RACA

Tetkom has undertaken to lead
South Africa into the next millennium
as an effective global competitor and
to do this, the company planned to
increase the number of lines installed
from 4,2 million to seven million,

“The rising customer service levels
is the cornerstone on which Telkom's
drive 1o become globally competitive
is resting,” Geschwind said.
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KAFCOC @ bm\%
FAILING TIW\
TAKE THE GAP

Young find better pastures

For decades it served as an outlet for the
aspirant black bourgeoisie and had the
potential of becoming “the” business or-
ganisation in post-apartheid SA. But the
National Aftican Chamber of Commerce &
Industry (Nafcoc) has, ironically, failed to
adjust to post-apartheid SA. Increasingly
doubts are being cast over its relevance.

Nafcoc was formed in 1964, at a time
when it was illegal for black business
people to operate outside townships and
homelands. It was expected that under a
friendly govermnment it would be in a prime
position to offer business leadership. This,
however, has not been the case.

Though it has the membership numbers
{156 000}, Nafcoc has become an insig-
nificant spectator in the business world,
leaving traditionally white business groups
such as the SA Chamber of Business to
determine the agenda.

Since the departure of Sam Mot-
suenyane — considered a father figure in
the organisation — from the presidency in
1991 Nafcoc moved into an era dominated
by bitter leadership battles.

In addition to personality clashes, these
battles pitted the *old guard” against the
“young licns”. Battle lines were also drawn
along ethnic and regional lines.

The infighting meant that Nafcoc failed to
take advantage of the changed environ-
ment. Instead, it lurched from one crisis to
another, driving away the emerging black
elite which has found more agreeable en-
vironments in organisations such as the
National Business Initiative and The Net-
work,

At first glance, the latest crisis in Nafcoc
— precipitated by the resignation of sec-
retary-general David Mokoena two
months after his election — might be
traced back to elections
held in the run-up to the =
organisation’s AGM at the 12
beginning of September.
The NEC (comprising
seven office bearers and
three additional mem-
bers) is elected by the
Nafcoc Council prior to an
AGM every second year.

But a closer look sug-
gests Nafcoc is suffering
from a deeper malaise. At
its core is the issue of
who controls Nathold, its
investment company.

Nafhold has been doing Joe Hlongwane
relatively well since its in- power
ception four years ago, in-

.. . fockeying for

Sources say Mokoena's resignation is
calculated to pressure the new president
Steve Skosana and the executive into mak-
ing the immediate past president Joe
Hlongwane executive chairman of Nafhold.

Hlongwane, who is described by some
of his colleagues as a “good organiser and
fund raiser, but with a dictatorial lead-
ership style’, lost his presidency to
Skosana in August. He even failed to get
on to the NEC.

Hlongwane has been non-executive

chairman of Nafhold since

1 1994, He is pressing for the

creation of an executive

chairman post — a job he

wishes to fill. It appears he

has Skosana's approval for
such a move.

However, Mokoena and
%1 his faction are against the
- idea. It is unclear how
much support Mokoena
has. The only region
known to back him is the
Eastern Cape where anti-
Hlongwane  sentiment
runs high. The province
boycotted the last AGM.
The latest row has

Robbie Tshabalala

vesting in a broad spec-
trum of sectors ranging from gambling to
media interests. It has net assets worth
about R50m and CE Mike Leaf believes it
could be listed by September next year.
Technically Nafhold is run indepen-
dently of Nafcoc. However, elected of-
ficials view it as a useful body through
which to wield additional power.

prompted analysts to ask
whether it signals the end
of the road for “the ancestor of black
business”. Alternatively, the crisis could
bring the organisation back to its senses.
It may be too early to write Nafcoc's
obituary, but the organisation certainly
will not have long to live if its leaders fail
to provide the medicine that will get it out
of intensive care. Mzimkuly Malunga
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inthe past three years, accordingto..:;

.-book Who Ownis Whom,
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{+ .- - But McGregor's research shows :} o
4% that overall. »
.o directors have not been encourag- ;
+ . :ing, with a;sharp increase in the,

trends in the world of

.from 59 in 1995 to 168 in 198, i
‘.e.'
.. Doardroom, byt black males.are
... Blackmalesare also falling into
line with the disturbing custom
- that dominates the South- African

erable way to go before they catch
up with their white counterparts
wgn this 8864655 white malds hold
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corporate scene: individuals hold- . on 20 boards; Mike King, the Anglo fi- |
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' Neube sits on 12 R |
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ist:Les Boyd,the Amic hairman s |

ing more than one directorship, ' nance director; sits on 18 boards; and
In 1995 only 13 black males held Rupert Pardoe, the Anglo executive
more than one directorship, Three director who is a newcomer to the |
(=c¥ears later, 38.black males hold directorship stakes, sits on 15 boards, -
Inore than one. Of these, thre¢hold ~ Three years ago he sat on only one.
more than 10 divectorships, Black maless who are looking a
But black males have a consid-  bit stretched in terms of board

representation are Kagiso’s Eric
Molobi, ont 15 boards; Real Africa’s
Don Ncube, on 12 boards; and
Nail's Cyril Ramaphosa, who sits
on 10 boards.
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The recent Sacob conference in Durban foctsed on issues that would take
business into the new millennium. Stan Maphologela reviews the issues raised

THE latest SA Chamber of Busi-
ness (Sacob) conference held in
Durban last week focused its en-
ergies on issues to teke the coun-
try into the new millennium, in-
cluding the transformation of
labour and management relation-
ships and government policy.

too often at Sacob confer-
ences there has been no clear di-
rection, but this year’s event was
characterised by heated debates
about labour, business and the
economy. The question remains —
did all the burning questions get
addressed? Perhaps it is too early
to find answers. .

With the amalgamation of SA’s
racially based business organisa-
tions into a single umbrelia body
still a long way off and black ori-
ented organisations such as the
National Federated Chamber of
Commerce and Industry (Nafeoc)
still outside Business SA, the
transformation of SA business re-
mains imperative.

Despite arguments by Sacob
and Nafeoc in recent months that
it is atill premature and unrealis-
tic to create a single voice for busi-
ness, foreign investors do not have
time to wait for it to happen or to
understand those arguments.
Business should begin to unite
and influence transformation be-
fore is too late.

For foreign investors, this is
f)roblematic because SA is no

onger perceived as a tf;darise'd
country subsequent to the politi-
cal developments of this decade.

This was a sentiment shared b
most of the main speakers includ-
ing Trade and Industry Minister
Alec Erwin.

He said: “It is important that
business should start to unite and
spegk as one social foree.”

Labour market flexihility, one
of the hottest issues debated at the
conference, remains a major chal:

lenge for both government and
business. In more ways than one,
delegates displayed concern about
the structural deficiencies of the
economy, and rigidities in the
labour market in particular.

Sacob president Humphrey
Khoza told the conference that the
case for labour market flexibility *
rested on the fact that it was onl
with such flexibility that individ-
ual economies would remain at-
tractive to investors and would be
ghle to adjust to shocks in the
global economy.

However in assessing the cur-
rent state of the labour market, at-
tention should not be diverted
from the legacy of inequality and
diserimination in jobs and in-
comes. The difficulty is that some
of these inequalities were not
caused by labour market mea-
sures alone but founded in broad-
er economic and social factors.

CGovernment’s macroecenomic
gtrategy also focuses on the labour
market. However many of the
meain componenis of the %Jrl(i)cy
have not been imglemented. E—
erly implemented and in the ab-
sence of unanticipated negative
external developments, the strat-
egy should raise SA's economic
growth rate and help to reduce un-
emgloyment.

feeling persisted among del-
egates that most of the labour
laws passed over the past year
were inconsistent with the strat-
egy’s objective of achieving struc-
tured flexibility within the labour
market and significant employ-
ment growth.

Somehow a way must be found
to provide business with an incen-
tive not to strive towards ever
more capital intensive methods at
the expense of labour. However
this wag a tough issue given the
crippling effect of recent strikes
staped all over the country.

Like past meetings, this year’s
conference had motions on issues
of particular concern to members

which had also been raised with

government.

Only the motions on the fax en-
vironment and country’s irans-
port infrastructure were adopted
unanimously.

The tax motion was about SA’s
tax burden, which was viewed as
too high and as a constraint on
growth and foreign direct invest-
ment. The conference urged gov-
ernment to review certain tax is-
sues as they adversely affected the
economy and the cost of doing
business in SA. These were the
current ratio of tax revemue to
gross domestic product compared
with the stated target of 25%; the
consequences of additional pro-
posed taxes, levies and sur-
charges; and the administrative
and capaci ﬁt:hlems experi-
enced by the SA Revenue Service.

The motion on the transport in-
dustry urged government to plan
for the development, construction
and operation of tranajxort infras-
tructure which would integrate
f:nrts, international airports and

d border crossings with rail-
ways and roads. Particular em-
phasis was placed on the develop-
ment of ports.

The Sacob conference also ad-
dregsed the forthcoming jobs sum-
mit. The business communi
targeted almost Rlbn for job cre-
ation while government has bud-

eted for more than R800m for
abour intensive infrastructural
development over five years.

Business, as a key player, will
be expected to come up with job
creation initiatives in what is ex-
pected to be a heated summit.

This will be the first ogportu-
pity for business to show that the
debate at its conference was more
than just hog air.
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Wage strike djring"

out, says
PR O

THE long-running wage strike by
about 3 000 members of the South
African Commercial Catering | and
Allied Workers Union (Saccawu) is
reporiedly fizzling'out after mediatign
talks failed last weekend. (=g
Edgars group human s
director Nigel Unwin said yesterday

only 37 percent of the swiking Sac-’

cawu and Federal Council Retail and
Allied Workers Union (Fedcraw)
members were stilt on the strike.

Out of 605 group stores throughont
the country, about 20 stores consti-
tuting 3,3 percent of the total store
base, have been affected penodlca,lly.
by the strike action,

Major. -distribution ceatres

':ohmmesbmg Durban and - central

i

stores have since been closed, Unwm

also said.
The Saccawu execative could not
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‘Director’s

suspension
HR boss investigated

be comacted yesterday for comment asoNORTHERN Province . transport
the time of going to press. ) MEC Aaron Motsoaledi said yes-

Fedcraw spokf.sman Mr N terday that he would investigate why
Ketlele said union mémbers who werS~\no further action has been taken
still ont of work were those who we gainst his chief director, Mr
affected by the company lockout. Th ichael Machabaphala, who was
union had suspended its strike pending™suspended from work with full pay
the outcome of the cumrent mediation, w15 months ago, _~ .

Ketlele said a review of the si He was suspended on July 8 last
tion would be conducted ata meeung year after he was implicated in cor-
scheduled for Sunday. ruption involving a video dupllcation

The. company’s proposals at the
mediation, which were rejected by the
unions, included a guaranteed once;
off bonus or R250 payable at the end

He said: “The suspension has cost
e government thousands of rands.
e man should be doing his job in
the office while being investigated.
He said the delay for disciplinary

ronce-off incentive bomus ‘of  R250.Yaction against government officials
linked to the group achieving its com-%should be addressed because of the
bined sales brdget-for-the months loss incumed in taxpayers’ money. - . .
November and December this year Former transpost MEC Mr Johan
payable in Janvary 1999, ++- . - \Kriek said the investigation should
Edgarsaisoofferedamuumum ve been finalised within two
wage of R1 500 a month. months of his snspension. - Sapa.
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BRINSURING meaningful empowerment,
cconomic prosperity, sustainable growth
and global competitiveness is the only

30 the way forward for South Africa in
preparauon for the new millennium.

This is the view of the Black Management
Forum {BMF) president Lot Ndlovu.

“A visible commitment to the economic

regeneration of the country is of critical impor-

tance if we are not to be marginalised by the
‘world economy and te ensure we taking charge
of our own destiny,” Ndlovu said.

Delegates to a recent BMF conference left
knowing that turning back to Africa for moral
inspiration and renewal would offer solutions to
complex political issues, principles of equality
and the real construction of medern, functioning
democracies.

The conference, held in Mafikeng last

- weekend, was matked by two days of self-evalua-
«tiomind rededication to real transformation, devel-
" opment and empowerment by black managers.

Employment equity, black economic
empowerment, economic growth, creating
tomorcow’s advantages through global competi-
tiveness, business ethics, morality and the law
were the appropriate focus, under the broad
theme of the African renaissance.

Seemingly the BMF was conscious of these
shortcomings as speakers emphasised that real
transformation was impossible without creating
new a culture and facing challenges head on.

National Council of Provinces deputy chair-
woman Naledi Pandor pointed out that the
advent of democracy in South Africa had tabled
a new set of agendas for the country.

“The long period of repression created a sit-
uation in which those on top believed they had a
right to lead and own, while those who were
oppressed internalised the right to resist and per-
haps the belief that it was now their turn to be on
top and acquire ownership.”

Commitment renewal

Pandor said attempts to give content to the

African renaissance were central to the agenda
of socio-political and economic transformation.
The successful manager will have to actively
give effect to the content of this concept and this
implied a renewal of commitment.

A style of leadership suited to changing soci-
eties meant a great deal of transformation was
needed in corporate institutions. The develop-
ment of imperatives required the creation of new
partnerships and well-crafted programmes and
plans, she said.

Pandor stressed that the arrival of interna-
tional companies mandated the production of
new ideas and the end of protection had intro-
duced global players, some of whom embarked

The Black Mangement

um has been demanding

equity in the workplace since 1976 and is now looking
to the next century, writes Wakhe Hiangani

Minister of Labour Shepherd Mdladlana
praised the Black Management Forum for
its contribution to the new Employment
Equity Act.

on transformation 15 years ago.

The constitutional recogniticn of equality
and legislation reflecting this means corporate
leadership, authority and policy must change.

Professor Willie Esterhuyse of the Stellen-
bosch Schoel of Business warned that South
Africa’s holistic transformation programmes
would never succeed unless corruplion was
eradicated. Corruption was a socio-economic
factor which undermined capacity for the devel-
opment of the poor.

Esterhuyse spoke about white-collar crime
which mostly involved management. He
described these crimes as economic sabotage.

He said that “crime syndicates are out to
challenge the legitimacy of the state”, pointing
out that corruption in organised syndicates was
a strategic issue.

Minister of Labour Shepherd Mdladlana
showered praise on the BMF for its active con-
tributton to the development of the employment
equity policy and drafting of the Employment
Equity Act, which was signed into law by Pres-
ident Nelson Mandela on the day of the address.

“It is correct that an organisation like the
BME, which has fought for employment equity
and affirmative action in the workplace since
1976, should have a place at the negotiating

2210

6 Repression created a
situation in which those on
top believed they had a right
to [ead and own 9

{ table for this new law,

“I hope that partnerships that have developed
during these negotiations and discussions will
.ontinue mnto the future.”

Mdladlana also explamned how the Govern-
ment took the initiative in introducing legisla-
tion to unscramble the apartherd configuration
of the labour market with regard to equity, and
replace it with a structure that serves macro-eco-
nomic interests and improves efficiency and
competitiveness.

“The object is not merely to reverse discrim-
ination, but to provide access to employment,
promotion and traming and where il was hith-
erto effectively demed.”

He further explained that it would be suicidal
for the African National Congress Government
to ignore the skewed situation.

Required to intervene

The Government is required to intervene in the
labour market to facilitate the access of previ-
ously disadvantaged people to economic power
in every sector, level and institution.

The challenge for Africa is to bring to an end
its marginalisation in the world economy.

The employment equity legislation should be
embraced and made a vehicle for black man-
agers to empower themselves — and for all
people who for so long have been denied partic-
ipation in the workplace and in the economy.

Mdladiana’s main message was that the man-
agement forum should help to inform and edu-
cale corporate leadership about the act. monitor
employers’ compliance and contribute to the
development of a code of good practice.

The national conference resolved to immedi-
ately establish a joint venture with a black con-
sulting firm to actively promote transformation
in companies and monitor the appropriate per-
formance of companies in implementing the
Employment Equity Act.
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Small business ofte

Patrick Wadula @D ﬁD

THERE is little dedication to sup-
porting small business once it en-
ters the growth phase, despite ef-
forts to promote entrepreneur-
ship, 'says Sharda
Alliance of Microenterprise Devel-
opment Practitioners executive
director,

Speaking ahead of the al-
liance’s second annual conference,
to be held in Muldersdrift next
weelk, she said that, given the
tremendous growth in the number
of microenterprises over the past
few years and the continued limit
of support 'services offered to
them, there was a need to hel
new entrepreneurs overcome dif-
ficulties in the growth phase.

Naidoo saiﬁr the conference,

Naidoo,

91‘31!14)9 bﬁ 5 to 27, would begin

with a presentation by ens
trepreneurs who had experienced
or were experiencing the chal-
lenges of growth.

“The alliance has established
that despite regular contact with
entrepreneurs, practitioners do
not use consultative processes of-
ten enough to inform their work,”
she said.

Presentations on frameworks
for growing entrepreneurs would
be made by microenterprise ex-

erts from Deloitte & Touche,
bony Consulting and Moropa In-
formation Management.

Other speakers would be Anglo
American Corporation’s Clem
Sunter and SA Nongovernmental
Organisation Coalition head
Safoora Sadek,

n left to go it alone |

Focus groups would explore en-
trepreneurial growth finance,
business services anac.llﬁolicy.

Naidoo said the alliance was a
membership association of SA or-
ganisations and individuals work-
ing in the field of microenterprise
development.

These included small under-
resourced norﬁfovemmental or-
ganisations (NGOs) based in
townships and rural areas. Others
were established N(GQs, private
companies, provincial develop-
ment corporations and large and
small banks,

The alliance, which was formed
four years ago, provides services
in areas including advocacy, ca-
pacity building, networking, infor-
mation and publications and
building standards.
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Microéhtéfﬁﬁsé alliance to Step up aid initiatives

Patrick Wad 20 )
e 20 281098
THE Alliance of Microenterprise Development Prac-

titioners is to double its efforts to assist small and
miciobusinesses following the recent liguidation of
theNational Small Business Council.

Lance Japhet, Hollard Insurance’s community de-
velopment frust director, said yesterday at the al-
liance’s second annual conference held im Mulders-
drift, that where possible the alliance would assist
small, medium and microenterprises in making their
voices heard, especially by government.

T

The alliance draws its membership from small
nongovernmental organisations based in townships
and rural areas, established nongovernmental or-
ganisations, private companies, provincial develop-
Tnent corporations and large and small banks.

Alliance chairman Chris Hock said for the sector
to make a real contribution to poverty alleviation and
economic growth, it would have to do 20 times as
much as at present,

He said networking at all levels was essential.
These included microenterprises and other members
of the alliance. Hock called on alliance members to
persuade donors to see themselves as investors
rather than dispensers of charity.

He gaid alliance members had to focus on their
core competencies and not try to be all things to all
people. “Training in this sector has to be specific
rather than generic,” he said.
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” New lending plan
- to ?fglst SMJM]%; o

Ravin MaHARA)

Durban — The National Produe-
tivity Institute (NPI) would
launch a new microlending
scheme for small, medium and
tnicro enterprises (SMMEs) at
this week's presidential jobs
summit in Midrand, Aubrey
Tshalata, a director at the insti-
tute, said yesterday.

Tshalata said the scheme was
put assembled by the trade and
industry department, Ntsika
Promotion Agency, Khula Enter-
prise Finance and business bank-
ing partners. It would offer fund-
ing of between R10 000 and
‘R50000.

The establishment of 28 addi-
tional business advice centres
around the country, along with
saeveral other developments,
would be also be anhounced at
the long-awaited summit.

Tshalata was speaking at a
growth Qelegation for SMMEs
that was attended by a 15-
member delégation of Swedish

industrialists, management
experts, entrepreneurs and advis-
ers. They are here to form strate-
gic alliances between South
Africa and Sweden for the eco-
nomic growth of SMMEs,

Other partners in the process
included the Ntsika Promotion
Agency, the Swedish Internation-
al Develepment Corporation
Agency (Sida) and the NPI.

. Discussions about a mentor-
ship programme for SMMEs had
reached an advanced stage, and
would also be discussed at the
summit.

Regarding spatial develop-
ment initiatives (SDIs), Tshalata
said the trade and industry de-
partment would be taking a big
package of job opportunities to
the summit but there was con-
cern whether SMMEs were suffi-
ciently involved.

SDIs are economic zones with-
in southern Africa that have been
identified within the department
to create jobs and attract direct
investment.
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Edgars wage meeflr}g drags on

Themba Hlengam @LD

AMEETING to resolve the m nth—lo
wage dispute beiween clothing retml
group Edgars and two unions repre-
senting almost 20 000 workers went on
until late last night, with one union of-
ficial saying it mlght take the whole
night before a decision was reached.
The SA Commercial, Catering and
Allied Workers’ Union and the Feder-
1 ‘ated Council of Retail and Allied Work-
" ers met Edgars group management for
the third round of negotiations medi-
ated by the Commission for Concilia-
tion, Mediation and Arbitration.

The two unions and Edgars man-
agement failed to resolve the dispute
during a similar meeting last week.

After more than five hours of
yesterday, one official said that there
was no sign of progress.

Earlier, a spokesman from Edgars

sa1d she also expected the meeting to
goonuntil late last night.

The month-long _dispute began
when Edgars rejected the unions’ de-
mand for a 15%-20% wage increase.
The demand, later reduced to 10% by
the unions, came after Edgars an-
nounced a wage freeze after reporting
a 28% drop in profit.

Edgars reJected1t 84 it was “ex-
cesgive” and “could leac% the compa-
ny's demise”.

It proposed a once-off payment of
R250 next month plus its usual Christ-
mas bonus, followed by dnother bonus
in January subject to the company
keeping within the budget in the next
two months.

In the meantime, workers affiliated
to the two unions continued with their
demonstrations yesterday.

So far, the strike action has cost °
Edgars millions in lost revenue.
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DEVELOPMENT CAPITAL Five fiinds will distribute money to emerging business

T

Marr Gerz

MARKETS EDITOR

Johannesburg — The Industrial
Development Corporation (IDC)
would provide up to R700 mil-
lien in the year to July to black
businesses through five new
funding schemes, Thami Sondi-
yazi, the general manager for
entrepreneurial finance, said
yesterday.

The IDC is also exploring the
gale of about a 20 percent stake
to an equity pariner, estimated
to be worth as much as R6 bil-
lion, with a view to a JSE listing
within the next three years. Al-
though it is not in negotiations
with any parties, a consortium
is the most likely choice.

The five schemes, with very
different emphases, are a fish
harvesting scheme, a wholesale
finance scheme, a low interest
rate empowerment scheme, a
takeovers and acquisitions
scheme and a consortium fi-
nance scheme.

Sondiyazi said the IDC had
budgeted to provide R400 mil-
lion this year but would proba-
bly invest up to R700 million.

Already in the first three
months of the financial year,
the IDC had disbursed about
R300 million to between 18 and
90 projects, many of them in the
fishing industry

“We have three main criteria
for funding,” said Sendiyazi. “In
order of priority, a project must
be viable, then we look at the
management strength and then
we look at the security they can
provide.”

The IDC is not as stringent
or as risk averse as commercial
banks. “I am the last person to
criticise the banks, but we be-
lieve there is room for calculat-
ed risk takers like the IDC,”said
Sondiyazi.

Nevertheless, the IDC will
only provide loan or equity to
people or groups who have a
track and a credit record and

R700m for

RISK TAKER Thami Sondiyazi, the general manager for entrepreneurial finance at the

black firms

110198

Industrial Development Corporation

who are prepared to put up their
own capital,

“Our approach is two-sided.
We want to facilitate people to
get to the mainsiream. That is
what takeovers and acquisitions
does. It does not create jobs di-
recily” said Sondiyazi,

«Secondly, we concentrate

on job creation, espetially inthe -

low interest rate scheme.”

That scheme provides fi-
nance solely for small business-
es wishing to expand or create
new capacity, which will trans-
late into more employment,

A similar aim will be served

with the wholesale finance
scheme, under which the IDC
has controversially lent money
to McDonalds. That scheme pro-
vides money to companies or
organisations which onloan the
money to small and medium
businesses.

“Whatever people do, if they
are prepared to give business
support and skills training, we
will Jend money,” he said. The
IDC was concentrating on in-
dustry, in areas such as bakeries
and printing companies. “We
want to say, ‘Do not just go for
the traditional, fashionable

PHOTO SELAYIN TAT

empowerment deals, like IT,
media and financial services.”

The IDC is happy to work
with the private sector. It has set
up the Khomanani Equity Fund
to house large investments in
which members of the private
sector participate. It will only be
capitalised when the IDC goes
on a roadshow next year, but
Sondiyazi thinks it could be
worth R2 biliion.

In the meantime, he said he
had received numerous infor-
mal approaches from financial
institutions interested in doing
business with the IDC.
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By Wilsoii Ramothata
THE ‘small, medium and micro enterprises
(SMMEs) sector will receive a major boost
after the launch. yesterday of a project man-
agement company to-facilitate their access
_.;{g,résgqrggg@&fﬁﬂance.
* A’ Support_project management group,
"Mary a Pufa, ‘s3ys it ‘will help SMME con-
sortiumy in., various industries to access
cfédit and sécure tendering contract from
big businesses.

Speaking at the launch in Johannesburg
yesterday the company’s chairman, Gabby
Magomola, said Maru a Pula was estab-

F:*‘Q}"’" ' :
R :
i B

%

0 get easy access
d resources

¥ M/[O/?X

1shed to get SMME enterprises to break out
of the cocoon of being disadvantaged and to
grow into potentially viable businesses.

*“We are taking small businesses to new
heights. Maru a Pula is breaking new
grounds by lifting SMMEs from the syn-
drome of small projects employing five
people to a new level where they -can be
entrusied with large projects worth hun-
dreds of thousands of rands.” said Mago-
mola.

The company will focus on putting
together consortiums of SMMEs, identi-

fying large business opportunities and guar-. -
anteein% service delivery to the olfent.f ~ &

LAV |

Early this year the company put together
a consortium of SMMEs to tender for a large
printing contract with the Independent Elec-
toral Commission.

“We will guarantee performance if we
are satisfied that we have a consortium of
players that have the ability to perform. I
have a team of professionals with legal,
logistical and marketing skills.”

He said although the company was still at
its infanoy,"its long term plan was to
empowet'South African small businesses to
mnerease their output by creating trust
between their ¢clients.
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“Victory for
workers’ as

strike ends
1D

WOSHD)

TRINITE, ..

ment of the monthlong Edgars
Group strike at the Commission

for Conciliation, Mediation and :

Arbitration (CCMA) was hailed
by analysts as a “victory for
workers”, especially after man-
agement was apparently forced to

back down from itj.;s goa} of atwo-

year wage freeze.” . i .

Management had argued fora
1998-99 wage freeze following a 28
percent drop in projected profit
margins. This had triggered the
Cosatu-affiliated South African
Commercial, Catering and Allied
Workers Union (Saccawu) to
threaten a sympathy strike that
would have involved more than
200 000 Cosatu members.

Mafa Dhlamini, the Saccawul
spokesman, said; “If we did not
win this fight, all employers were
going to slap us with a wage
freeze” . . il

“The unions st be delight-
ed that they have won an
increase, even though this would
not be enough to offset the wages
they have lost during the strike,”
said Andrew Levy of labour con-
sultancy Andrew Levy & Associ-
ates. ' , Gyt

Dhlamini said the parties set-

tled at a wage increase of R160

across the board, bringing the
minimum wage for Edgars work-
ers to R1 500 a month and to
R1 450 for ShoeCorp workers.

This agreement would remain .,

in force for six months to April
next year when the parties would
enter into another round of wage
negotiations, he said.

A three-day grace period had

- also been agreed from today. —

Nigel Unwin, the human re-
sources director for Edgars, said:
“\Wo are delighted that we have
reached an agreement and have
been able to end the dispute be-
tween the two parties.

«The settlement agreed is |

within the reach of the financial
constraints of the Edgars
Group,” said Unwin.
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Nel —The Maputo Corndor learn to combine strengths and
1n1t1at1ve dehvered one of the sin- “This deal, which took months  bargaining positions to win the
ple largest contracts yet to small  and a lot of hard bargaining to  really large contracts.

business in South Africa yes- put together, offers real opportu- Kabusha Holdings representa-
terday with the granting of a nittes for such transfers.” tive and joint venture co-director
R30-million contract to two smalt Sipho Majombozi said the con-
road contractors. tract was the largest yet granted

The 30-yedr construction and ‘6 to a small business consortium ||

maintenance coniract is part of
a broader equity participation
scheme between Maputo toll road
concessionaire Trans Africa Con-
cessionaires (Trac) and emerg-
ent contractors such as Vula
Kabusha.

< Vula Kabusha co-director
Steve Skosana said at a caviarand
champagne function in Nelspruit
yesterday that the contract had

been possible only because of ™

government facilitation.

“Black economic empower- -

ment is absolutely essential to
rebuild South Africa, but it would
all be window-dressing if there
are no real technology and skills

N
L are

- Empowering
just window
dressing if
no skills are
transferred
—99

Poiﬂting out that Vula

Kabusha was itself a joint ven-

ture beiween Vulakusile Africa

and Kabusha Holdings, Skosana
said emergent business had to

Big Maputo Corri ﬁ(ima]l business deal sealed

and would serve as a model for
similar future deals. s

*+ However, Trac chief executive
Trevor Jackson cautioned that

> the deal would create only an es-

timated 250 permanent jobs and

roughly 900 temporary jobs.

“This is by far the largest
small-medium-micro-enterprises

' contract to date, but will not in

itself create too many jobs.
“What is important here, how-
ever, is the domino effect which
our experts believe could create
as many as 40000 sustainable
spinoff jobs along the length of
the corridor,” said Jackson. -
African Eye News Service




GOVERNMENT TENDERS

BLACK EMPOWERMENT
ENGINE NOT IN GEAR

Small suppliers lose out

i milg$

Government is failing abysmally in its
stated objective of encouraging small
black businesses in the IT sector. Of the
Rébn spent by government and State-
owned corporations on IT and telecoms
products and services this year, only
RA70m (9,5%) has gone to black-owned
suppliers.

“Black empowerment has been a dis-
aster. There are a lot of good intentions
and make-you-feel-good statements, but
government objectives of stimulating small
to medium-sized black businesses have not
been achieved in the information com-
munications sector,” says Simon White,
joint MD of market research firm Forge
Ahead BMI-TechKnowledge. He says the
exceptions ate the Gauteng provincial gov-
emnment, Telkom and Eskom, which are
supporting small black suppliers.

The findings — outlined in Forge Ahead
BMI-T's recently completed Gear Up study
— also show that government’s IT pro-
curement lags behind the private sector's
and is slipping behind developments else-
where in the world in supporting inno-
vation and entrepreneurship in the sector.

Though the State Tendet Board favours
black-owned enterprises — out of 100
points, it allocates 88 points for a low
price, 10 points for economic empow-

()

erment and two points for women em-
powerment — its strategy is not working.

“There is no macro-economic strategy
to stimulate emerging entrepreneurs in the
sector,” says White. It's no surprise, there-
fore, that traditional IT vendors — who
have the advantage of technical and fi-
nancial expertise and are better able to
absorb costs — win large chunks of gov-
ernment tenders.

White is in favour of black and white
artnerships but says . .
there's  lot of window- STEFTHES
dressing: “Black execu- ey
tives who are already
well connected and rich
are often brought on
board at the equity level |
io open doors. The
black shareholder often
does not get involved at
operational level, few i
skills are transferred to
black employees and |
white managers con- |
tinue to pull the strings.

“The problem is that
these companies com-
pete with real black 10:%2
companies under the ;
empowerment banner,”

~ Information Technology

says White. “The losers are black en-
trepreneurs who are operating with a
plethora of constraints.” He adds it is
critical that companies quantify their con-
tributions in developing black skills.

Government tendering policies were de-
signed to develop black operational ca-
pacity and economic growth. Current prac-
tices fail to meet these objectives and there
is no effective strategy to stimulate emerg-
ing entrepreneurs in the sector.

Black and white parinerships are ex-
pected to boom as a result of several large
govermnment projects such as the Health
and Home Affairs national information
systems, as well as the looming year 2000
(Y2K) problem, says research analyst
Tebogo Makgatho. These projects will
swell government IT spend from R5,6bn
this financial year to between R6,5bn and
R7,3bn in 1998/1999.

Of particular concern
is the fact that about
; 850 focal councils have
not budgeted for Y2K
and lack the necessary
¢ expertise to rectify the

problem,
1 With a critical skills
. shortage -  Forge

Ahead BMI-T estimates
that 250 skilled IT pro-
fessionals leave SA
each month — and the
fact that major IT ven-
v dors are  already
booked up, it seems
unlikely that local gov-
emment will be Y2K-
compliant in time
: Marina Bidoli
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Small-scale business equals big
returns - a truth often ignored

Government spendmg will not

INSIDE STORY

The only way to soive South
Africa’s employment crisis is to
ensure that there are thousands
more entrepreners setting up
thousands of new firms and
expanding those they have
already opened. This is the
contention of IAN
HETHERINGTON, author of "~
Herogs of the Struggle, an
iHustrated record of the lives and-
achievements of 15 black
entrepreneurs who opened and
expanded their businesses during
the turbulent years of the
libgration struggle.

Small firms in the United States cre-
ate two thirds of new jobs and are
responsible for more than half the
technological Innovations,

The situatlon ls similar in all eco-
nomically successful countries. It is
entrepreneurs, tog, that originate
the wealth that governments then
tax to provide income of the state,

In fact, the only creators of sus-
tainable, wealth-generating jobs are
entrepreneurs, especially those in
the small firms sector of the econo-
my.

Of course, governments can cre- |

ate jobs, but they tend to be short-
term jobs in tempotary publc works
programmes, or wealth-destroying
Jobs in the bureaucracy.

And they cost money. There are
several ways for governments to get
the money. One way is to increase
taxes - but this leaves legs for the
entrepreneurs to expand.

Another way is to print it - but
Ihat inevitably results in inflatton, &
form of taxation that hurts the poor-
est the hardest. A
third way is to

GUY STURBS

Jane Moeng: a widowad mother of three who flad the turmoll in Soweto In 1393 to
return to her hometown, Kimbertey. At 46 she started a small business supplying
artificial and fresh flower amangements to the community. She now has a dressmaking
business as welt and has plans o davelop a profective clothing factory for the area

In the end, the only way to solve
South Africa’s unemployment crisis
15 to ensure that there are thousands
more entrepreneuts setting up thou-
sands of new firms and expanding
those they have already opened.

Fortunately we have plenty of
people gifted with the enterprising
talents necessary to run successful
businesses. Like other talents, musl-
cal or sporting. for example, enter-
prising talents can be encouraged,
nurtured and developed.

But instead entrepreneurs are
bombarded with an ever-increasing
barrage of legislation that curbs
their ability even
to open a busi-

Fafs onthecostto ‘The only way io ness, let alone to
uture genera- s, . expand.
tions by borrow- SOIDE SAS crisis iS .to At the Job
o Taime"oy  ensurethereare.  funniconoce
credit. thousands more ernment pledged
South African : to pursue its
]glovernm;ntﬁ enmpreneurs recentl é'
ave tried a announce
these methods for Natlonal Small

many years and have reached adead
end,

Tax levels are already extremely
high, inflation is not yet under con-
trol and the Government 1s now
close to falling into a debt trap.
Together these have led to a climate
so discouraging to entrepreneurs
that unemployment has risen to eri-
sig levels.

The crisis cannot be resolved by
asking Government to spend
more, That would be to take the prob-
term and offer it as the solutton!

Business Regulatory Review
process.

This, it said, "should contribute
towards improving the enabling
environment by swiftly and urgently
simplifying laws and regulations
affecting small businesses”.

But in a last minute addition, not
discussed with representatives of the
small firms sector, it took the gilt off
the gingerbread by saying that in the
meantime “only those SMMESs that
comply with tax obligations and
labour laws will receive state sup-

port” from the Government pro-
grammes that target small business-
es.

Tax and labonr laws run to hun-
dreds of pages - and over 40% of
South Africa’s adult citizens are illit-
erate! With the best will in the world,
educationally disadvantaged entre-
preneurs cannot understand, never
mind comply with such an overdose
of complex legtslation.

No wonder that they, and their
organisations, are calling for a politi-
cal champlon in the form of a small
firins minister in the Cabinet, and a
bureaucratic champion in the form
of a small firms commissioner to
help the Government get out of their
way.

A number of schools, private and
public, are now introducing entre-
preneurship education into their
curricula and other activities, in one
way or ancther.

One or two of the children have
been so successful that they have
roped in mun or dad as paid part-
time employees to help with the
bookkeeping or marketing,

One young man was asked
whether his business was interfer-
ing with his homework. His instant
response wag: “No, it is the other
way around. My homework is pre-
venting me from expanding my busi-
ness, to satisfy my market.”

These programmes are great fun
and popular with the children. They
are welcomed by most of the parents,
too. Everybody is aware that 50% of
school leavers cannot find jobs.

Now the fortunate ones are being

GUYSTURES
Ben Khoza: with not much more In the way of assets than the tools In his personal
tool-box, Ben started a jobbing engineer shop in Richards Bay In 1996. A year later, the

solve jobs crisis
20) ARU (6 4,

24

tirm - Zonke Englneering — was employing 18 people and doing work for major
companies Ifke Richards Bay Minerals and Alusaf

given a chance to learn how to make
their own jobs by opening their own
businesses,

Slinilar programmes have been
run in prisons for young offenders
5004t to be released.

The success rate is high. Young
eriminals tend to be enterprising
people who have used their talents to
take them down the wrong path,
With a little help and encourage-
ment, many of them can be put back
on the right path.

Constant thirst for knowledge Is
one of the defining characteristics of

the entrepreneurs.

if a racing car is kept too long on
the starting grid, it selzes up, and it
can't run on bottled gas.

Perhaps more business leaders in
the corporate sector will assist as
they begin to realise that a strong
and vibrant small flrms sector is in
their lnterest too, not only in pre-
venting unemployment from reach-
ing socially disruptive levels. but
also in creating customers and sup-
pliers for their own organisations.

In all the suceessful countries of
the world, big companles and gov-

entrepreneurs, ernments have dtscovered that out-
For them sourcing and sub-
tearning is a life- ‘ contracting to
{;‘J‘ng piursuit. so ‘Entrepreneurs are speciﬁliat small
ing demand for _ Dombarded with 5o
adulteducation in leglslatmn that cuyrbs waystoenhance
business skills, . ays economlie effi-
and for business  LIeir ability even 10  ciencies.
o onend  open a business’. sng’ll’;;;gﬂg;g
In a few areas, ) . havelowerover-
prlvate sector 1nl- heads and can

tiated Business Information and
Advice Centres are meeting some of
the needs.

Many more such centres are
needed, particularly in rural areas.
Ideally there would be one within an
hour's travelling time of every enire-
preneur in the country,

The Government, through its
Ntsika agency, is trying to assist, but
it is difficult for bureaucracies
staffed with civil servants to relate to
those highly independently minded
and perpetually impattent people,

offer lower prices; frequently their
service and delivery times are bet-
ter; and they are a source of new
product invention and innovation.

If South Africa is to become glob-
ally competitive, we will have to go
down the same path.

Because of past history, there is
an additional reason for South
Africa to promote small-supplier
develgpment. It is one way to redis.
tribute business cpportunities to
those previously suppressed and dis-
advantaged.
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Patrick Wadula_ .

.| RUSINESS. Partners, for-
merly the Small Business
Dévelopment  Corpora-
_tion,. approved 631 pro-
jects . worth R292m for
small and medium enter-
prises in the six' months to
October.

This represents a 70%
increase in terms of value
from the same period last
year, when 528 projects
worth -+ R17lm . were
dpproved. © v o

Business Partners'MD
1o, Schwenke said yester-
day the approvals to date
had facilitated the cre-
ation of about 11000 em-
ployment opportunities,-
bringing the total since in-
ception in 1981 te 500 000.

Schwenke said. ‘the
year-on-year increase’ in |
investments could be at-
tributed to the equity-
baséd products the com-
pany had introduced. '

"The company's expo-

suré in different ‘sectors
i qu‘33,8% in industrialand
' 30/2% in commercial:”
i Service-related  busi-
| nesses including hotels,
guest houses, restaurants,
transport and storage ser-
vices, financial intermedi-
aries and personal ser-
vices such as dry cleaning
wereat36%. ., ...

o Equity investments
confinued the high growth
momentum since 1996,
recording 31% by number’
and-45% by value for the
peﬁﬁ)d, thwenke said.
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‘Act will not
harm smal
business 50)
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Reneé Grawitz

LABOUR Minister Shep-
herd Mdladlana countered
speculation yesterday that
the new Basic Conditions
of Employment Act —
which came into effect yes-
terday — would harm
small business.

At the launch of the act,
he said a probe into the ef-
fect of the act on small
business had “vindicated
our view that the act
would not have a signifi-
cant effect”.

Mdladlana said a minis-
terial task team proposed
a special dispensation to
grant small business some
flexibility in implementing
certain aspects.

A source said the task
team did not concur with
the investigation and in
fact criticised it. The task
team said that the act
“may prove onerous for
small business” if certain

- sections were not varied.
. I The Employment Con-
.. ' : ditions Commission — set
Labour Minister Shepherd Mdladlana at the Midrand launch of the new Basic Conditions of Employment Aet  up in terms of the act to
yesterday. . , Picture: ROBERTEOTHA  replace the Wage Board —
. , would focus on drafting
' - . sectoral determinations
for the retail, civil engi-
neering, security and

cleaning sectors.

The agricultural sector
came under the spotlight
. . in the wake of weekend re-
: ’ ports of the plight of farm-
. workers on an asparagus

farm in the Free State,

: Mdladlana said “a new
law on its own will not help
these workers". Proper en-
forcement had to be en-
sured and “gross disre-
gard for worker rights”
dealt with, he said. Under
the new act, such a farmer
could be fined more than

| 52 ]1al 9¢
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European Umon
grant for economic and social development
in South Africa’s black communities was
announced at Technikon Northern Gauteng
in Soshanguve today.

Chancellor Cyril Ramaphosa said the

money would be used to fund a project called
Technical and Business Education in South
Africa. The money would be used to setup
technology enterprise centres, which would
develop technology-based small business
firms in turn, said Mr Ramaphosa.
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By Joshua Raboroko

HE introduction of the Basic
Conditions of Employment
Act (BCEA) could spell
,serious problems for the ten-
uous relationship between township
employees and their bosses, sources
said yesterday. ‘ :
Trade unions said historically
township employers were ainong “the
worst payers and exploiters” in the
labour. industry ~ especially when it
came to proper working conditions for
their employees. W
Township workers of all job cate-
gories ~ from fish and chips dealers to
domestics — were not unionised and
were forced to work 12 hours a ddy.
However, small and medium-sized
entreprenewrs have argued that they
were not given enough time to make an
input when the Act was introduced,
adding that it was only recently that the
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state invited them to comment on the “unions to organise workers in different
legislation. Lo -~ work categories. -

About 21 organisations. comprisi - The federation did not have a defi-
retailers, undertakers, caterers, t:r%nite policy regarding organising
erners and professional business peopld YNworkers in the townships, saying the
are to mekt at the Standard Bank Jab matter was in the hands trade unjons.

lani Hall on Thursday to discuss th§ The South African Commercial and

matter, . Catering Allied Workers’ Union {Sac-
\zewu). representing most workers in
h retail sector, said it organised
orkers in the townships but experi-
enced problems when township bosses
tened their lives. .
Saccawu’s Mr Brian Magaza said

Range of lssueg

Greatér Soweto Business Chamber
president Mr Mzxolisi Mabutho said the
meeting would discuss a wide range o
issues, including the new Act and Gear,
Trade unions and eivic organisation
have been invited.

He agreed that there were worke
who were forced to work long houss
without proper remuneration but added
that that black business’ contribution
the Act was important. . .. ., !

Congress of South African Tra
Unions spokeswoman Ms Kim Jenkins
said yesterday that it was up to trade

waship if the state did not employ a
more vigorous and a no-nonsense
approach to the matter.

He said that in terms of the Act,
smal! business, which included town-
ship bosses, would be exempted from
registering  workers an application.

owever, unions felt a new proactive
strategy should be employed.

- T DA

Act wonld not be effective in the '

I



By Isaac Moledi

HE credibility of the National

African Federated Chamber of

Commerce (Nafcoc) leader-

ship is under scrutiny fol-
lowing election fraud claims.

Since the election in August, there
has been tension in Nafcoc’s current
leadership, with some regions
claiming that some of the delegates
representing them were .doing so
uncaonstitutionally.

The crisis worsened in October
when a senior member, David:.
Mokoena, resigned from the executlve
committee. Y

He cited the existence of an uncon-

stitutional ~ executive, unprmmplcd
cAnduct by executive members, mis- .
management and diffefences between-
himself and former- president- Jog -
Hlongwane as the reasons. -

Because of the crisis, 4 comlmssmn
of inquiry to investigate urcgulantlm )
surrounding the election of the txecn-
tive commiltee and- othel al]egatlens
was instituted. o

However. a source clalmed yess -
terday that the commission “sat farn -
number of days” and was disselved as
key people who led the commission
were themselves supposed to be under
investigation.

The source alse claimed that
Skhosana, as well as his deputy Abram

apo, were not supposed 1o be at the
Nafcoe national council which elected

“'Steve skhosanas ieadershxp ’is»

T 1% Leokana, and Naftoc senior vice pres-
J ident, Simon Mathysen, entered into
<] an illicit deal in which Mathysen
allegedly lenit Nafcoc R540 000 to be
used to “offset membership affiliation
fées due to Nafcoc™.

Sowetan Business is in possession
-of the agreement between the two
Nafcoc ofﬁtlals purported ‘to have
been signed on Jily 28 thisyear.

Part of the RS540, 000 } 18 alleged to
be the money wl'nch some of Nafcoc
regions were “suppesed to have bor-
rowed for affiliation fees: The money

) §atd the source
-was envmaged that Mdthysen

-~

m Lhe date of thc r.omract, o
w27 Nalcoc™ chief exdoutivé™ Phifip
\Machaba directed ail medla;mqun ies.
- 16 Skhosana, who said- Mgthysen’s -
npncy’ was uscd as a contiibotion:in 2
joint * Venture, “between Naftoc and
German company Africa Thick angd
Bus.

questmned by Nafcoe members.

the comm1tlee as, they d1cl ot quahfy

Skhosana's region,, Mpumalang o
did not pay its ducs as-the region’s’
' cheque of R7.280 bounced in July, th
sourcealleged‘ Loanal e

Napo, the source: added. was not> Nafcoc’s efitire mentbership- did ‘mot
sent . by lut; region, Nor them know gbout the ransactign,
Province, as' he. replesemcd only ay) -~ Skhosana also denied the allega-
" branch in that ‘area. Bethuel Nlpuru, %) Lions 1hm the elections that led 16 him .
wha 'is Nafeoc's president in- Ih ang’ Napo becoming president and vice
province, did not attend. ) respectively, were unconstitutional,

Damaging to the whole Nafcoc § Referring to Mokoena, he ‘said hls
leadership election crisis are the alle- \resignation had been rejected by the
gations that the organisation’s trea- commission of inquiry council meeting
surer general, Senkgane Douglas on November 28 last year.

would have -eibled them: to partici- -
Y -pate in e]ectmg the national leadershlp, .

" He' demed an .a]legauon 1hat,'
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TAKING A PEEP . .. Journalists try to get a look at Spanish judge Baltaser Garzon's indictment report against Gen Augusto
Pinochet, held by an unidentified court official, as they head for a photocopying shop near Mardrid's National Court Thursday
December 10, the day after British Home secretary Jack Straw ruled that Spain can start extradition procedings against forrmer

Chifean dictator to face charges of genocide, torture and kidnapping.

B Pic: AP
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Big and small business in land battle

By HANGWANI MULAUDZIY

A FURORE has erupted between the Tur-
floop Spaza Association (TSA) and Tur-
floop Development Company (TDC) over a
prime site in the Northern Province, next
to the University of the North, where both
parties plan to start business.

The dispute has gone to court and an ap-
peal has been lodged after the TSA lost the
first round.

The dispute arose after the TDC alleg-
edly demolished spaza shops to make way
for a new shopping complex.

According to TSA spokesperson Lazarus
Matlonya, no formal meeting was held
with the developers before eviction notices
were served in 1895.

Matlonya said the application for trad-
ing rights by the TDC was approved by the
Department of Land, Housing and Local
Government prior to the date of purchase
and the sale of the site preceded the exist-
ence of the buyer.

“According to our information the site is
a community park which means tender
procedures were not followed,” said Mat-
lonya.

The Mankweng Superintendent, Chief
Magistrate and Town Secretary met in the
absence of the City Council to record min-
utes and endorse the application, although
Matlonya alleged there was no documen-
tary application for conversion.

Matlonya said the eviction order was
carried out by the sheriff but did not give
instructions for demolishing immovahle

structures. Matlonya alleged the TDC act-
ed contrary to the law which prohibited
them from demolishing existing spaza
shops and doing business because the site
was a park.

TDC Chief Executive Officer Johan
Fourie refuted the allegations, accusing
TSA of making a mockery of the justice
system. He said they had followed all the
guidelines as prescribed.

“We bought the land from the govern-
ment, The court ruled in our favour and it
is within our rights to continue with our
plans,” said Fourie. He claimed Motlonya
was being investigated by Telkom on,alle-
gations of fraud and would be appearing in
the Pietersburg Magistrate’s Court tomor-
Trow.

He declined to comment further.
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OUTH Africa coffies from a history of
selective compliance with laws, partic-
ularly — but not exclusively — economic
laws.

For historical reasons, including the fact that
the process of formulating laws was neither
inclusive nor consultative, certain sectors of the
South African population felt, correctly. not
abliged to abide by the laws of this country,

This sad fact resulted in some companies
operating in the informal sector of the economy
going about their operations without being reg-
istered. In certain cases, most were not even
paying taxes,

The circumstances are unforfunate yet
understandable, but should not be allowed to
continue.

It is this Government’s intention to make law
enforcement effective and to enhance compli-
ance with the laws and regulations by all those
whose economic behaviour the laws seek to
control,

However, Government recognises that the
laws have to be just and reasonable. It was with
this in mind that Government embarked on a
wide-ranging process of consultation in writing
its small business strategy, the first of its kind in
this country.

Apart from putting in place small business
support agencies, such as Khula, Ntsika and a
chief directorate within the Ministry of Trade
and Industry, Government also pledged to carry
out an ongoing regulatory review.

National strategy

The White Paper on the national strategy for the
development and promotion of small business,
upon which the policy framework is based, iden-
tified “unduly or inappropnate legislative and
regulatory conditions as critical constraints to
the growth and development of small business”,

The national small business regulatory
review secks to establish coordination and con-
sistency in Government regulations and faws.

This review also secks to make compliance
with regulations and laws easy for small busi-
ness with less administrative procedures, less
paperwork and more practical assistance. -

It has been almost two years since the small
business policy was implemented. Some of the
Government’s laws are now approaching full-
lerm.

This looks tike the most appropriate year in
which to conduct a review of the regulatory and
business environment for small business in
South Africa.

This is timely as it will coincide with the full-
term review of the overall strategy. Accordingly,
in September I launched the first-ever review for
the aforementioned reasons.

Doing so this year would aliow Government

LI I IR . '

After ﬂje 1ntroduc1:10n of strategies to promote small
business Government will review their effectiveness.
Phumzile Mlambo-Ngcuka explains why ..

Deputy
Minister of
Trade and
Industry
Phumzile
Miambo-
Ngcuka says
South Africa
must he
prepared to
create
conditions that
enable the
small business
sector to
thrive,

to assess the impact of new laws — those passed
by the first democratically elected legislature ~
as well those inherited from successive National
Party governments.

To carry out the review, eight task teams have
been established to investigate specific issues
that impact on small business,

These teams will deal with access to finance
for small business: taxation; how by-laws and
regulations impact on smaller firms; whether the
current labour laws in South Africa take into
account the special needs and circumstances of
small business.

They will also investigate whether the
country’s competition laws are, as they should
be, responsive to small business needs and re-
exatnine those aspects of state procurement laws
that still hamper the abitity of smaller compa-
nies to tender for Government contracts.

Support agencies

Although Government has been sensitive to the
needs of small business — as indicated by the
establishment of support agencies and has pro-
vided funds and non-financial support to the
sector — we cannot rule out the existence of laws
that still hinder small business development.

Over the past three months these teams have
conducted day-long workshops in each of South
Africa’s nine provinces. The intention has been
to reach out and listen to the concerns of small
business.

This process has been useful in answering

some of the questions and addressing questions
our detractors have raised.

These include the accusation that South
Africa’s labour laws are onerous to the growth
of small business; the calls that we should use
menetary policy as a tool of industrial policy;
that interest rates are prohibitively high; that a
special tax regime is required; that Govern-
ment’s support for small business is inacces-
sible, inadequate and does not strengthen the
sector; and that the burden of complying with
laws is enormously expensive

Objective

The research objective is to come up with pro-
posals to the ministry on the adjustment of laws,
reguiations and measures that impede small
business development.

These recommendations will be compiled by
the advisory board and the ministry will then
table these recommendations to Parliament,

In other words, if some of my colleag 1es, say
Labour Minister Membathisi Mdladlane. pass-
a law that impedes the development of small
business, I will suggest a rethink.

If we accept the notion that small business is
one of the fastest job creators, then South Aftica
should be prepared to create conditions that
enable the sector to thrive. .

We should stop at nothing, even if it means
changing some laws.

(The writer is Depury Minister ¢f Trade and
Indusiry.)
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ESKOM MAKES
LIGHT WORK

Social schemes grow jobs

A's small, médium and micro enter-

prise (SMME) sector s expecied to reap
huge benefits from Eskom's small busi-
ness development programme.

The programme, which aims to boost
manufactuting within the SMME sector, i3
in its fifth year and has created more than
10 000 jobs in the SMME sector.

Eskom's small business development
manager, Buzwe Yafele, says as part of
Eskom's commitment to community social
investment, R15m is set aside annually for
small business development.

“This initiative comes from an under-
standing that there is a need to boost the
economies of some of the areas we ser-
vice. From a business point of view, this
can help Eskom generate mote revenue,”
Yafele says.

The programme targets poorer
provinees and emphasis is placed on com-
mercially viable projects in franchising,
manufacturing, electro-technology trading

and retai] business.

Notable among the success stoties of
the progtamme is the Yenza Manufac-
turing project in the Eastern Cape. The
project, which employs 13 people, supplies
components to Delta motors. It has an
annual turnover of R4m.

Eskom does not give direct funding to
emerging businesses, but helps en-
frepreneurs to secure loans from financial
institutions.

"We work closely with Ned Enterptises
and the Future Bank in assisting SMME's
to secure funding,” Fayele says, adding
that Eskom has funds in reserve set aside
to setve as leverage for emerging en-
trepreneurs when raising loans. “It is only
after we have thoroughly screened po-
tential candidates that we recommend
them to financial institutions for funding.”

The programme also provides training
for emerging entrepreneuts in areas such
as skills development and business coun-
selling.

Eskom's initiative comes as the paras-
tatal locks to outsource some of its non-
core activitles. 1t is likely some of the
SMMEs Eskom has helped establish will
benefit from this process.

Fayele says that in outsourcing, Eskom
will endeavour to maintain standards and
that the service outsourced will have to be
competitive, Farcy Mtiimkuly




Business is not w&o:ﬁ.&%ﬁ and ﬁ&:

Changing circumstances in SA mean business groupings should

HAKESPEARE once said:

“Thereis atide in the affairs of

men which taken at the food

leads onto fortune.” Such a
time has come and is facing black
business in our country In these tur-
bulent times,

The changes in our enviranment
have been brought about by the col
fapse of apartheird and the
democratisation of our society. In
addition, rapid  technological
changes have created dramatic dis-
locations in the business world, In
reviewing circumstances of black
business and how it must adapt, cre-
atjve thinking Is required.

The first step in the task of trap-
sition management is accepting that
transformation begins with letting
go of something. New developments
will torce our organisations and in-
stitutions to rethink how they are or-
ganised for the delivery of quality
and valued service. Therein lies the
devil for black business.

It may be questioned whether
there is a need for separate business
groupings. Increasingly black busi-
ness is confronted wath problems
whose roots He deep within a global
matrix of interdependencies binding
together pecple and nations more
closely than ever before. Efficiency,
entrepreneurship, equity and ethics
become the core components of an
organisation's performance which
will command the attention equally
and increasingly of afl business or-
ganisations, lrrespective of racial
divides.

The strategic challenge for busi-
ness organisations is for a return to
thelr operating roots as business in-
stitutions established to add value
for thelr members. After widespread
neglect and skewed roles as a result
of apartheid, black business Is now
required to remodel its basic capa-
bilities, controls and cuitures,

It is common sense that before
you can begin something new, you
have to end what used to be. Before
business can play a new role it must
learn a new way of doing things, it
must unfearn the old ways. In fact,
the truth is: it is no longer business
asusual.

Achieving this will require an ag-
gressive redeployment of assets, hy-
man and infrastructural, to Imprave
the level, quality and value of service
to mobilise shared Interests with
perceived rivals and to establish in-
stitutional suppart collectively.

[ support the need to work to-
gether by pooling our resources but |
question the notion of entrenching
racial divide. Conditions in the new
S5A call for attention to some basle

fallings of our most prized institu-
tional and mental models and bu-
reaucracy. Organisations which ben-
cfited from the past era and regimes
tend 1o rely more on spectalisation
and hlerarchy to manage complex-
fty, Inducing alienation in people
whooperate i those settings.

Yet before we can execute
change, we must first concelve It
Therein lies the critical problem. To
ask, or even demand, of black fnsti-
tutions that they form a umted front
te promote focused economic em-
powerment or even to take part in
strategic change, cannot be enough,
Our organisations belong within a
broader ipstitutional settng and
business communities that inhibit
their ability to call on new concep-
tions of organtsations or to experh
ence with new styles of leadership.

Most of us, black and white, de-
rive our soclal misunderstandings
from lnstitutions such as schools,
professions, and umens that propa-
gate anachronistic views of how to
organise. Consider how our MBA
students are trained to have hierar-
chical views of authority and respon-
sibility, as well as to hotd top man-
agement in heroic regard. They are
taught to scorn operational activi-
ties and to hold out for the more al-
Turing, promotionilled line jobs.

Business in general and, Black
business in particular, needs noth-
ing less than radical change in terms
of mental models of management if
wearetore-grientate our institution-
4 effectiveress and enhance our
ability to attend to questions of cor-
porate performance.

The formation of a united black
business front to promote a focused
ecopomic  empowerment  pro-
gramme without addressing critical
culhyral issues is an ill-concelved no-
tion. Nowhere is the pressure for
strategic change more salient than
within the busiress sector. Yet many
are unprepared. Therein lies the crit-
icalchallenge.

Globalisation and competition
must influence the kinds of strategic
changes that black business desires
to make, Increasing entrepreneurlal
realities, along with the environmen-
tal challenges for non-racralism must
surely erode those barriers which
separate institutions and business.
For business orgamsations to be-
come more effective there is just ne
room I6r wasteful rivalry.

In turn, effectiveness implies a
riskier deployment of resources to
align business capabilities with the
requirements of institutional mem-
bership and busmess. With the in-
crezsing complexity of the SA mar-

oo aunum

SAChamber of Business president HumphreyKhoza

ket, solitary action has limited effect.
Coliective strategies, if correctly im-
plemented, will prove themselves
Important for enabling business to
Influence the policy making process.

While I do not personally believe
in a “one-size-fits-all business organ-
isation”, I am convinced that the
business organisation landscape
needs to be better clustered in SA.
Business leadership must recognise
the need for reciprocity with other
organisations and Interest groups
across the colour line.

Busimess organisations accus-
tomed to resisting initiatives from
crganisations that have a racial mix
different from theirs have resisted
and inhibited such efforts. The time
has now come for business to estab-
lish ways and means of co-operation.

To influence government policy it
is necessary for business to speak
with one voice that is lovder and bet-
ter coordinated. Efforts to speak
with a co-ordinated voice are typi-
cally hampered by four factors;
OThe complexity of co-operation
sometimes leads to the compart-
mentalisation of tasks. Normally spe-
cialisation discourages dialoghe be-
tween groups and diverts attentton

away from issues involving the
structural relations that need to be
established;
O The process of co-operation could
take on a life of its own with partic-
ipants accepting premature
solutions;
O Ambiguous agreements. reached
during the early negotiation phase
may lead to differences of interpre-
tation which could escalate into con-
flict between participants; and
O In being unfamiliar with each oth-
er's institutions and emphasis, par-
ticipants may have communications
breakdowns.

To build synergy dictates not on-
Iy a marriage of technologies and ca-
pabilities, but a blend of unique com-

8D a\

hen dbedience, the acceplance of
discipline, intelligent courage and
resolution were mast important into
this more difficult time when It is
more a person’s duty to understand

the world than simply to fight for it.
Strategic change is a subjective
process, an “inside job". Although
we aspire to be rational decision-
makers, as managers most of us, in
fact, are impafred. We personafise
circumstances and

only a limited range'of environmen-
tal conditions We screen out un-
pleasant alternatives. We favour fa-
miljar solutions We get embroiled in
emotional and cogoitive traps that
thwart our effectiveness.

* The thought of entrenching black
bysiness in a new 5A and the notion
of actively lobbying government of-
ficials for protected status from
competition and rival organisations
must be exposed as an enemy of ef-
ficiency, entrepreneurship, equity
and ethics. Subjectivity presents a
two-fold threat. On the one hand it
induces inertia and momentum, a
tendency to carry the past into the
future. On the other hand, It encour-
ages tunnel vision.

Another theme is that strategic
change is a collective enterprise.
The notion that an individual can
bulldoze black people into the way
he or she thinks is flawed. Why
should black business be forced
(and by whom) to realise the impor-
tance of mutua! support to achieve
business goals.

Management writings and popu-
lar press often mislead us into think-
ing that change is principally engi-
neered and carried out by instit-
tional leaders, individuals or top
managers. That is wrong. Although
top leadership does play a key role,
the challenge of both conceiving and
implementing strategic change of
the sort black business now needs in
order to play a more meaningful role
n restructuring the economy is in
fact to mobilise support.

1 am therefore critical of the idea
of forcing ary business person or or-

binations of cultural attributes, Ult-
mately it means developing a shared
spirit and providing a common core
around which all players could gath-
er and from which they can recreate
an institutional culture that is rooted
in nejther participant, but is unique
tothe new entity.

Reconfiguring business associa-
tions to reallse the importance of
mutual support te achieve their
goals requires careful consideration.

We have come out of the time

ion to do amything because
market forces arve at play. Like indi-
viduals, organisations ot only fafl to
notice but actively resist conceiving
and executing change that they ex-
perience as “unsettling”, “disrup-
tive” and "bewildering”. That is why
some people are still trapped in the
notion of business heing black or
white, despite the realities of a single
SAeconomy and market.
Even that is so interwoven with
the global economy and market that
I am afraid we might be in danger of
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missing the boat. Everything is maw-

ing and moving fast. This is a subject
that requires debate — up, down
and laterally. Discussion and debate
clarily diferences, generate consen-
sus and build confidence in available
response options. These are canver-
sations too few of us are prepared to
carry out in a world raised on indi-
vidualism, personal gain, herarchy,
power, contlict and injustice.

This rapidly changing world re-
quires of us more than forcing black
business to realise the importance of
mutual support to achieve business.
goals. This Is an insult. We need to
develop a new and shared world
view within our organisations and
the fraternity at large.

If what F am advocating is an ide-
ological position of nun-racialism, so
beit.

As president of Sacob, an organ.
isation perceived by many as repre-
senting mainly white interests, |
have been criticised for accepting
the prestdency. | have done so as a
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demonstration that the time has *

come to deracialise the patiern of
business ownership and business
organisations in SA.

1have become convinced thatthe
traditional approach to managing or-
ganisations and situations handicap
people. Some senior people In black
organfsational hierarchies have not
awakened to the fact that the new SA
has a black government.

Historical success, by which { re-
fer to the contribution made by
black business to ensure the demise
of apartheid, regrettably makes
some black business leaders under-
estimate the need for change.

SA's economy is neither black nor

white nor is the market black or
white nor is competition black or
white. Service and value for money is
also nejther black nor white.

We are in the midst of important
change in our country. Whether in
the econemic, social, political or ¢t
tural realms, we are faged with un-
certainties and wpheavals. [n this
turbulent era, therefore, organisa-
tlons today increasingly resemble
the dirosaurs of old, stroggling for
sarvival

Unlike those dinosaurs, however,
our organisations black or white
have a choice. We are at a strategic
turning poirit. Future success hinges
on the choices and decisions we
maketoday.

O Khoza is president of the SA Cham-
ber of Business, This is an edited ver-
sion of his speech to the bluck busi-
ness -sunmit in fohannesbwrg this
week
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CAPE TOWN — An economic strategy fo-
cused on job creation and broadening the
base of the Western Cape economy
through small business promotion has
been proposed by the African National
Congress (ANC) in the province,

The draft economic policy document
was presented to a workshop at the week-
end attended by business and represen-
tatives of the ANC’s alliance partners.

Central elements of the policy were
the need for industrial, sectoral and
labour market policies; the more vigorous
promotion of small, micro and medium-
sized enterprises and a maximisation of
the local tourist potential.

The ANC proposed encouraging eco-
nomic activity in the townships by at-
tempting to retain purchasing power
within them, developing small enterpris-

ismall business’

d rihging skills to these areas. As-
sistance would be given to the emergence,
of service-related jobs in banks and insue,
ance companies in the townships. 2

Short-term job creation programmes:
such as labour-intensive public works.
and infrastructoral development projects
would be launched.

The ANC document attacked the “Iuke-
warm” attitude of New National Partyu
controlled provincial government t@,
these small businesses, its uncooperative
stance on national government initiatives,
and its failure to implement the latter’s;
procurement programine,

The document contested the provin-
cial government’s claims that it was rey,
sponsible for the growth in the local econ-y
omy. The ANC said the province had IJen-l
efited in the same way as the rest of the;,
country from being released from
apartheid’s shackles. e
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‘Empowermen
__ (30)

By Shadrack Mashalaba

ONE of the objectives of the Black Business N

Council (BBC) in 1999 is to ensure that black
economic empowerment is legislated.
Speaking to Soweran Business, president of!
the BBC Steve Skhosana spid: “While we
believe in targets, they should.be negotlated t
come up with realistic ﬁgures?
Skhosaita lamented the fact that the BBQ
was not achieving the aims it was intended tq

achieve.

Affirmative action "

He also expfessed concern that affirmative
action was no longer a priority for man
organisations in South Africa. :

He said the BBC was currently conducting
2 study results of which would be released in
June on the status of empowermem in South
Africa. S
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Skhosana defined empowerment as givingpy

opportunities to blacks to be able to do n fur
themselves. v

organisations that promote black business
interests.

These are: Absip, Advancement of Black

Accountants of Southern Africa, BITF, Black
Lawyers Association, Black Management
Forum, CBE, Foundation for African Business
and Consumer Services, Islamic Chamber of

LAt

BBC is a voluntary association ‘of 11 pre- 'BBC president Steve Skhosana wants

dominantly black chambers of commerce and > $Mpowerment t‘”’" speeded up.

et Commerce,

ol

1o e R PIC: JOE MOLEFE

Nauonal -African_ ’Federated

Chamber of Commerce and Industry, National ~
* Black Business Caucus and Sabtaco.

The organisation was formed in 1996 after

calls for black “business unity. Its

inaugural president was Reggie Hlongwane of

(LN

(it
a’ ,?ence of BBC at the strateglc economic level

Fabcos
BBC’s second president was Lot Ndlovu of
BMF. The presidency of the organisation
rotales among 11 member organisations.
_,~ He says the results of the study to be

{: ‘released in June would contain recommenda-

-,jions which he hoped would be considered
“ when moves to have empowerment legislated
“were put in place.
<+ BBC's objectives include commlssmmng
‘of research on macro-economic issues witha
special focus on empowerment; .the
designing of strategies and programmes
aimed at black economic empowerment;
advocacy and formulation of policy on key
macro-economic issues; participation in the

~drafting appropriate legislation to create an
enabling environment: and maintenance and
dissemination of an up-to-date pollcy in eco-
-nomié development. o
™ “While we engage other chambers, the uiti-
“inate goal is to create a single chamber of busi-
ness in South Africa,” Skhosana said. :

“It may be difficult to quannfy the influ-

“ but the orgamsatmn believes it has made a lot
: of strides in the changing economic pohcy in
. the country,” he said, __ .
* BBC also participates in the N atlonal Busa- -
) _ness Initiative and is engaged in designing spe-
«cific sector programmes to help black entre-
preneurs to tap into agriculture and mining
where they lack representation.
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banks under Erde

e , SMALL-BUSINESS FINANCIN
8y THARBO KOBOKOANE .

$A’s ‘major commercial banks have come under fire
again for their failure to provide small business with
finance, but there are signs that the picture may be
changing. Py R A

Most major banks participating in Khula Enterprise
Finance's credit guarantee scheme appear to show a
lack of interest, figures released by Khula suggest.

The data, which includés a hreakdown of several
advances by each of the nine banks involved, shows
that only 1 036 guarantees worth about R159-million
have been given to black entrepreneurs since Khula
took over the scheme from the former Small Business
Development Corporation.. ,

The figure is less than what Khula Enterprise
Finalﬁce MD. Siz}eve Tati pla£§§d forc.l “Wlt)a O?Iarlllned to
reach targets of hetw an illion. by
now,” he says.Sb“r&rleT [} \L}%SQD&

The problem, it seems, Is a reluctance by commer-
cial banks to lend to. small business because of per-
ceived high risk. . '

For the first time, Khula has taken the unusua] step
of.breaking down the number of loans advanced by
each bank under the scheme. This is bound to cause
| a few red faces. . ‘ e

Of the nine banks involved in the scheme, the’small
FBC Fidelity Bank comes out tops with 289 loans, while
a “shy” Standard Bank has managed only 60 loans in
the period ending January 31 this year.

Standard is by no means alone, but gets singled out |
in the report owing to size and national presence.

Other major banks that did well are Absa (234
loans) and FNB (232). Banks lending the least include
Boland Bank (16), Fedgen Insurance (34) and:African
Bank (39).

‘N_g"denterprise, Nedbank’s small business division,
managed 131 loans while Fulcrum Science and Tech-
nology.Bank, which only recently joined the scheme,
has a'total.of one.
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EMERGING South Aftican busingsses will soon partic-
ipate;ifi one-to-one beneficial business transactions. with

theif European counterparts within a defined* and
selected iridustrial arid services sectors. ° Cte o
The Trade'and Invéstmeni Development Programmé; -
which is.funded by the Evropean Union (EU) t6 the tuine -
of R6D million over; a three year period, through Ntsika
Enterprise - Promotion’ Ageniy, -will - prepare selected -
local”small,” mediunr and micro enterptises (SMMEs)
that Will'take ipart j these activities later this month, _ -
“The participation will be in 4 riumber of promotional
events' ini- Europe, specifically ‘organised for the: small
business, by providing training and technical assisiance.
_The development programme which began by Nisika
last year, aims to fully prepare at least 100 SMMEs for
the export’ readinéss. ‘Other” components of the -pro-
gramme include taking. selected businesses through the
more ‘intensé product and matket development training
to help them maximise their export opportunities. -
Molefe Mokoena, head of market access and busi-
ness linkdge division at Nisika, said that the 40 percent
of the-SMMEs' participants’in previous promotional
e\fer_lgsc;bl%iime‘d"'that', these business encounters had
resp.}[:tqd in a very high Success long term trading, and-
business relationships.” : .-
“A'scries of workshops.will be held around the toiintry
tater this-month for business associations and intermediary
serviceprovidets to SMMES to stait the process, -
For more information -contact. Martin at Ntsika on
083-325-8522 or'Caren' Verryné of the Trade and Invest:
menf Development Programme at,((112) 483-2119.
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LI MICROBUSINESS - T T
MBDC reports nearly fivefold rise in earnings QO)

Thé‘Mmro Business Development Corporatlon {MBDC), the company
pmmdes finance and management services for mlcro-enterpmse funding or-
gan‘lsatmns, yesterday reported an almost fivefold mcrease in headline earn-
nigs 'to R2 million for the year to December 31, and plans 19, Hst on the JSE by
thé'end of the year. Tony Davenport, the company's chairman, said earnings a
shdie increased to R31,25 from R13,16 for the previons period.
i -“With earnings per share expected to grow by 50 percent annually, MBDC
is hkely to be listed onJhe Ji ohannesburg Stock Exchange later this year,” Dav-
genport ‘added. MBDC was éEtﬁbhshﬁd m»1997 topromote the developmehtv of
“mero businesses while prowdmg marke jelatedlreturns for mvestors e
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BIG companies and parastatals assisting
smail business and community upliftment
projects are still confronted with obsta-
cles .that relate to the communities
involved.

The Corporate Small Medium and Mi-
croefiterprise Development Forum was
launched two years ago to assist in the

‘upliftment of communities and develop-

ment of small businesses.

The forum, which is made up of a num-
ber corporations and parastatals, met
two weeks ago to discuss how to enhance
the upliftment of communities and the de-
velopment of small business.

At the forum’s launch, the organisers
said business was often accused of not
doing enough to empower previously dis-
advantaged communities economically.

SA  Breweries social investment
manager Mosidi Mphahlele said yester-
day that problems encountered by com-
panies ranged from misappropriation of
funds by community representatives to
non-commitment by the community

own }girobléms
pb19]a199  (Cx)

project leaders.

She said although a company respond-
ed to the request of a nongovernmental
organisation on behalf of a particular
community, it was difficult for the com-
pany to monitor how and to what extent
the community was benefiting from the
company's corporate social responsibil-
ity programme.

Most companies tended not to take
the failures up with the people respon-
sible for fear of the bad publicity it might
create, ‘

BMW corporate affairs GM: Richard
Carter said the success of the corporate
social investments also depended on the
people on whose behalf the company was
running the corporate social investments
programme.

Carter said some companies offered |

money to communities as a way to:assist
inthe upliftment. g

“People think that money doegithe
work, It is not true. It is the people that
can make a project work. These people
need guidance through education and
skills transfer,” he said.
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CAPE TOWN — The Western Cape cabinet has
approved a preference system for provincial
contracts worth less than R2m to assist smail
businesses. ) v

Premier Gerald Morkel announced in his
opening address in the legislature on Friday
that the tendering system, which would favour
disadvantaged entrepreneurs, would be imple-
mented from April 1. A meeting with business
has been scheduled for next month to kickstart
several more projects.

The African National Congress attacked the
measure as “too little too late”. The party
pointed out that for the past three years other
provinces had been implementing govern-
ment's procurement policies in favour of dis-
advantaged entrepreneurs.

Morkel also announced that a small busi-
ness unit had been created within the provin-
cial tender board to assist small and emerging
businesses, “Big contracts will be broken up
into smaller, manageable portions to enable
smalter contractors to compete and in so do-

Western Cape tenders to

favour small b}1§inesses
SII :

Bb 22 |2/97

ing distribute business opportiinities to alllev-

els of society. Sureties

and construction con-

tracts are being relaxed to make it possible for
new roleplayers to enter this market.”

Morkel said he believed that crime was the
greatest threat to democracy and the

province's; prosperity

and development. He

said Finante Minister Trevor Manuel had given
insufficient priority to thisin the budget.
Morkel called on central government to de-
centralise policing powers to the provinces
and said the Western Cape provincial govern-
ment was best able to deal with crime and ur-

ban terrorism.

He also criticised the budget's 4% increase
in welfare allocation as too low. Provincial gov-
erhments, he said, should be able to make in-
puts on proposed increases in welfare grants
and not only at the last minute when funds had

started to run out.

“The problem lies in the vertical division
between central government and the
provinces. As provinces are the mechanisms
for social delivery, this needs to be addressed

urgently,” said Morkel.
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Small busmess

‘stifled by

WHILE 28% of economically active

South Africans are without work,
many small businesses are segk- -

ing ways to reduce the number o}“ \e

people they employ because ol
labour regulations,

This is the message to govern-
ment by the SA Chamber of Busi-
ness (Sacob) in a policy document
released in. Johammesburg yester-
day. The organisation also
warned government that SA was
“effectively exporting jobs to low-
wagecountries”. -

Sacob has sent a lengthy and
hard-hitting memorandum to the
trade and industry department’s
Ntsika Enterprise Promotion
Agency on a review of the regu-
lations in the development of the
small businesses sector..

Commenting on labour regula-

tions, the chamber states; *Per- -

haps the main reason advanced
for the need to develop the small
business sector in SA is the per-
ceived superior ability 'of such
businesses to create employment.
However, it is clear from off'clal
employment figures that the sec-
tor has thus far not been able to
absorb all jobs shed by large-scale
enterprises — much less assist in
reducing the overall level of un-
employment in this country.”

One reason for this was that

“many small business owners be-

lieved labour regulations to be too
onerous, and were in fact them-
selves looking to shed jobs.

The memorandum says many
small businesses are reluctant to
let their labour forces grow be-
yond levels which allow them ex-
emption from certain provisions
of legislation. This results in an ar-

tificial constraint on their growth .

and development.

By @5‘ alag

laws’

-
)
'
]
'

Sacob, which represents about
40 000 businesses from ail sec}
tors, says the three problems city

ed'most by itsymembers concerni
ing labour legislationare: ~  © ¥
C It imposes significant additional
direct costs on businesses;
C There is a high “hassle factor”
associated with compliance; and
C The legislation “robs™ owners
and managers of someof the con-)
trol and flexibility which they per-,
cejve as being both desirable and
necessary to the effective running;,
of their businesses. £ )

Sacob satd it accepted that
there had to be a balance between,;
the rights of employées and thoseﬁ
of the trade unions, but it stated:q
“The balancing of rights must be
informed by the economic reah-)
tiesinSA. ¥ .-

Sacob- said a fundamental:,
problem with the existing labour
law was that it was that it wasy
based on the premise that lowy,

wage competition should — as farp)
*as possible — be elimirated from

the SA labour market, and that s
business should instead compete| -
on the basis of other costs and “in-y;
tangibles” such as quality, reliabil-,
ity and service. However, “thefact T
is that producers and suppliers in

. many developing and developedis

economies are not constrained to,g
the same degree in their ablllty to,,
compete”. w

Sacob said that some small r
businesses did nct have the ex-q
pertise to deal with the legal pro- o
cedures for dismissals and were(y
“intimidated” by mediation pro-
ceedings. It also called for thej;
scrapping of the secondary tax on ;]
companies — “even if this means.q
that the nominal corporate tax
has torise”. —Sapa. _
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Ez-Im Bank links with local SMMEs

ore
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facility for SA%
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’ Washington, DC — The Export-

" Import Bank of the US (Ex-Im
- Bank) said yesterday it had
-approved a $10 million short-
term credit facility to 4 500 South
African small businesses to buy
Spare parts, raw materials,
consumer goods, agricultural
commodities and durable goods
. from US companies.
" “The revolving Ex-Im Bank
{facility covers Business Partners
i Limited of South Africa, an
.éorganisation of small South
African firms,” said James
Harmon, the bank chairman,
- ‘The credit limit will enable
Biisiness Partners to facilitate
shortterm financing under Ex-
Im Bank’s insurance programme
to.Business Partners members
seeking to buy American prod-
fefd
_~*“This is exactly the kind of
partnership Ex-Im Bank wants to
develop with private organisa-
tions thronghout sub-Saharan
Africa, to expand US exports to

these important markets,si .
1 Fa 3
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“This facility will provide"{f‘
critical source of funding for,
smaller African importers, who
may lack access to local bank
financing,”

Harmon said when a Us
company holding an ExIm Bank
insurance policy indicated thatits
South African buyer was a Busi-
hess Partners member, theipre-
approval of the $10 million &redit
Limit would expedite Ex-Im Bank’s
final approval of the short-term
export transaction for the US firm,

Business Partners also couid
get expedited approval from Ex-
Im Bank for its members’ Us
purchases, “

The credit facility would
cover financing generally on 180-
day terms for US spare parts, raw
materials and consumer goods,
and on 360-day terms for bulk
agricultural commodities, fer-
tilisers and durahie goods,

Ex-Im Bank is an independent
foderal agency. In the past five
years it has financed nearly
$900 million of US exporisto sub-
Saharan Africa. — Independent
Foreign Service
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THE Mineworkers Development. Agency (MDA) and the
Land Bank have gained control of.Rutec, the..lohannes—
burg-based small technologies manufacturér; in a R10m
equity partnership deal aimed at promoting rural eco-
nomic developmerit and job creation. J& 7 ¥ kb e ¢
Rutec MD Johnt Dommett annouiil uiiced’ yesterday ‘that
Rutec had sold a 40% stake to MDA aid a 35% stake ta the
Land Bank. The bank had firanced MDA's purchase of
the Rutec stake. Security wag provided by the Minework-
. ers Investment Company"ﬁ et AAR e gl gy vy A
“The deal will énable Rutec to respondto increasing
demand from:all.over ‘Africa for Rutéé’s products’and
services.” Rutec had séfup 4 'siall business technology
training cefitre In Angola and was talking to the Mozam-
bique, Gabon and Swaziland governments, he said. The
synergy between Rutec’s activities and development ob-
jectives of MDA and the ‘bank was strong, and would
enable them to meet their mandates more effectively.
The group makes about 80 sorts of machines suitable
for micro-entrepreneurs in food, building and agricul-
ture. It also supplies start-up raw materials and training
on how to run small businesses. The systems, machines
and training courses it designed have resulted in self-
employment for about 15 000 people. |, o
Land Bank MD Helena Dolny said the strategic part-
nership of the three organisations would increase the
bank's capacity to provide small entrepreneln‘g with af-
fordable start-up products in agro-processing and rural
enterprise activities. “The deal forms [}:%égf the bank'g

'a) . .‘.' 1}-."1

development mandate,” shesaid, . % BT e

Kate Philip, CEO of MDA, said her grganis sati’onl ef l’or
more than 10 years used Rutec trainibg ahd tec?
products as part of its job creation Erogrammes in eas
where mines recruited labour, em R

“Formalising our partnership with Rutec will assi tus
to roll out our social plan for areas affected by mine
downscaling, especially in the lmplementatlon of large-
scale micro-enterprise programmes,” she said.

Rutec’s new board includes MDA's Kate Philip and
Conisia Shumba, the Land Bank's Louise Colvin and er-
ry Forbes and Rutec's John and Maggte Dommett.

N
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GOVERNMENT as well as hun-
dreﬂs“?of Business enterprise repre-
sentatlves start a three-day Gauteng
Provincial conference on small busi-
ness today at Turffontein Racing
Club in Johannesburg,

The conference, hosted by
Gauteng premier Mathole Motshega
and MEC for finance and economic
affairs, Jabu Moleketi, is intended to
facilitate the development of a
framework to support small business
development in the province.

The conference, according to
Mpho Masilo, deputy director in
Gauteng’s economic affairs depart-
ment, will devise ways and means on
how best to support small business
development.

~Itis hoped that a framework will
be developed ih which all stake-
holders will operate.

“The spin-off is that once busi-

ness flourishes, there will be job cre-
atlon " Masilo said.

> Masilo said procurement and
market access, access to finance, a
regulatory framework, training and
capacity building, entrepreneurial
development for the youth and other

— — -
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Small business

Gauteng premier Mathole
Motshekga.

pressing small, medium and micro
enterprise (SMME) issues, are just
some of the areas that the conference
will cover.

= - - _— I -~

in sps

tlight

et wi also be an exhibition
where small business service
providers and parastatals will show-
case the services they offer to small
businesses.

“All of us are aware of the prob-
lems that small business entrepre-
neurs are facing in their daily opera-
tions. Some of us have solutions on
how to tackle these problems effec-
tively.

The conference is a trade-off
between the affected parties,” said
finance and economic affairs MEC
Jabu Moleketi.

Moleketi said the first President’s
Conference on Small Business held
in 1995 developed the national infra-
structure needed for small business
to succeed.

The second conference, about
two years ago, emphasised the role
that focal government could play in
development of SMMEs, over and
above those of the provincial and
national governments.

“The conference is essentially an
effort by government to create an
environment for small business to
grow,” said Masilo.

- L |




By Isaac Moled}

HE events leading to the

recent Mopant 2 black busi-

ness summit indicate how dif-

ficult it is for black business
to come together, support one another
and chart a way forward,

The preparations that led to Mopani
2 - which, according 1o organisers,
was a follow-up to the Mopani ! cor-
ference between the African National
Congress as government-in-waiting
and black business in 1993 — showed
how difficult this was,

Despite having organised itseif
under the banner of the Black Business
Council, a think-tank business organi-
sation comprising powerfui black busi.
ness personaliies and professionals,
black business still finds it difficuit to
establish a mechanissn 1o enhance
proper coordination ameng themselves.

Black business analysts believe the
continued fragmentation and lack of
vision among black business individ-
vals and organisations has been a
serious setback to their development.

This has resulted in a lack of initia-
tives 1o chart their own destiny and
carry forward Government's develop-
ment programmes.

As a tesult many people agree that
for black business to move forward,
divisions among themselves have to be
sorted out first and the organisations
must define their role in the econcmy.

Businesswoman Wendy Luhabe
pinpoints the major weaknesses: “We
seem to be incapable of defining our
Own agenda for what must be done,

“I do not think the relationship
between black business and Govern-
ment has improved primarily because
black business continues to work in a
fragmented mapner”

She adds: “There is no doubt that
we need one another but how that gets
transiated into visible strategy  still
needs to be explored.”

Mopani 1 presented an opporiunity
to baild bridges between the ANC and
black business, and to determine a
comimon strategy for each to play their
part to strengthen the new democracy.

This process created awareness and
business opportunities for blacks. It
challenged biacks to take the initiative

Businesswoman Wendy Luhabe.

to create new opportunities or Optimise
existing ones.

Mopani 1 led to the establishment of
the National Black Business Caucus,
whose principal function was i serve
the interests of black business and (o
fast-track  black empowerment and
wealth creation amongst disadvantaged
Eroups. -

According to its executive director,
Dr Danisa Baloyi, the NBBC was
intended to serve as an umbreila organ-
isation for black business people and
professionals to address policy issues
at macro-level.

However, Baloyi agrees that differ-
ences of opinion exist within black
business and says “the key is to strive
for unity™.

According to Luhabe, 3 short-
conung of the processes of Mopani | is
that they did not sufficiently expand

the numbers of people who would par-
ticipate in the €conomy.

She also argues that the Mopani
guidelines were not explicit at the start
of the process and this exposed black
economic empowerment to many
interpretations,

She is also concerned about what
she sees as the refuctance of black
businesspeople to learn from the mis-
takes of their predecessors,

“We are not reflecting, sharing
experiences and passing on the lessons
t0 enable others to learn from our mis-
takes. Everyone seems to want to pay
their own school fees.” she says.

This, Luhabe believes, is the reason
black business remains disorganised,
does not speak with one voice and has
not identified leadership to engage in a
systematic manner with Government.

That is why the perception that “the

Businessman Pat Mogashoa, N

Government is Pandering to white big

business™ will always stay, she says.
Soweto businessman Pat Mogashoa

believes that organised black business-

failed their constimencies by not
including small business in their pro-
grammes.

While the Government is making
sure “the playing fields are being lev-
elled” by femoving obstacles that
mmpede black business development,
black business leaders on the other
band *are not daing encugh, some-
times expecting unrealistic preferen-
tial treatment from the Government
without rising to the ocCcasion”,

“By promulganng the 1997 Small
Business Enabling Act, the Govemn-
ment showed its seriousness about
smal] business development,”
Mogashoa says,

“However, our business leaders

Black Business Counci member organisations:

gress of Business and Economics, Black Management
National Black Business Caucus, Foundation for African Busi-  Forum, Association of Black Secunties and investment Pro-
ness and Consuymer Services, National African Federated fessionals, Association For the >n<m:nm3m3. of Black
Chamber of Commerce, Black Lawyers Association, South Accauntants of South Africa, Istamic Chamber and Black Infor-
African Black Technical and Allied Careers Orgaruisation, Con- mation Technalogy Forum.

73/77 .

failed to synchronise their activities to
use the Act to empower disadvantaged
township business people. Hence the
collapse of their busipesses.”

Mogashoa believes the tiegfect of
smmall business and a lack of proper
communication between black busi-
ness leaders and their graseroots are
among the reasons that led to the col-
Iapse of a government agency such as
the National Small Business Comncil.

The imeffectivencss of schertes
such as Khuia Enterprise and Nisika
on the development of smajl bysi-
nesses is alse-of concern.

- “The reason these schemes ae ot
effective is that we don’t have a feager-
ship which comes out in support of the
SMMEs. - .
= “We have leaders who are con-
cemmed about macro isswes which
involve paper tiger deals” he says.
."National Empowermem Tyost
chairman Don Mkwanazi says: “Black
people will find it difficult to compele
on a capitalist terrain while they do not
‘have capital. " -

“Our main objective should be the
control and management of the
country’s eapital before we can even
think of empowering our people™

‘Mkwanazi  says local financizl
institwtions are to blame for not sup-
porting black economic empower-
+ment. - i e

- JAccess to finance is a major

problem in enbancing black econamic
empowerment apd small busipess
development and banks are the major
stumbling block, )

“We are faced with banks that are
Most unfesponsive, conservative and
backward,” he says. PR

- For Mlowanazi there hardly exists o
black business execative or leader with
enough clout to influence the marker’s
sentiments. “If we had such people, we
could have saved the mnd.” he Says.

“The Government has done what T
think it has bad to do, but I think if can
do more. The vision of both btack busi-
ness and Govemment shonld be (o
create a market that is black.

“But black business needs to come
up with a blueprint which has practicat
solutions on what else the Govem-
ment can do to accelerate black com-
trol of capital”




By Mongwadi Madiseng
and Sapa ‘

ONTRACTS worth at Jeast R1
billion have been awarded to
small, medium and macro
enterprises (SMMEs) since
1995 by Gauteng’s provincial legisla-
ture, finance and economic affairs
MEC JTabu Moleketi said yesterday.

Addressing a press conference at
the opening of the three-day premier’s
conference on small business at Torf-
fontein, Moleketi said this was an
increase of 29 percent of government
spending on this sector since the
African National Congress came 10
power in 1994.

«We should recognise that the entire
nation has been on a collective learning
curve over the past few years and the
same has been true of our SMME
pulf,cy and programmes,” he said.

' Government’s policy has been to
créate an enabling environment in
which SMMEs can prosper. The major
aspect of the SMME policy is also to
usei government procurement as a
means of empowering formerly disad-
vantaged South Africans, he said.

.“Although all government procure-
ment must take place in a fair, trans-
parent, competitive and cost-effective
way, procurement is an especially pow-
erful means of promoting SMMEs and
empowerment generally, Moleketi
said.

According to Moleketi, there are
more than 250 000 SMMEs in
Gauteng, providing employment and
income to more than 1,6 million
people.

Most of them are in retail and the
aim is to introduce them to manufac-
turing.

There is also a need to link them
with: big business and the conference
neads to evaluate existing institutions
and the Government's role in this

r—

Gauteng MEC Jabu Moleketi ..

whole process, Moleketi said. The
other important and difficult barrier
confronting SMMEs is the issue of
accessing finance from banks.

“The conference will ook at this
and people will raise the matter with
banks because they ate also at the con-
ference, represented by the SA Council
of Bankers,” Moleketi said.

Speaking at the same briefing,
Gauteng Premier Mathole Motshekga
said finance was not small businesses’
only need but also technical support
such as training, business linkages,
research and development.

He said the conference needed to
explore the possibility of establishing a
provincial body responsible for repre-
senting the interests of small bosiness
and monitoring the implementation of
PrOgrammes.

. nation is on a learning curve

-

“The proposed strategy should be
aimed at eradicating duplication of pro-
grammes and projects and encouraging
a sense of cooperation in the small
business sector;” Motshekga said.

According to the premier, the
provincial government’s affirmative
procurement policy, as spearheaded by
the Gauteng Tender Board, has yielded
resulis. .

He said contracts valued at over
R400 million have been awarded to
SMMEs and this represented 26 per-
cent of the total tenders awarded.

The objectives of the conference
include the re-alignment of the provin-
cial and local government policies
aimed at SMME development, the

- ptovincial infrastructural developmen
strategy on small business and its pot
ularisation.
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MPs challenge banks to do

ﬁ}h finance micro sector
|.YNDA

() a(R).pla1d],

PARUASAEH-ITARY CORRESPONDE! T

Cape Town — Members of the national
assembly challenged the banking
sector yesterday to finance small and
medium-sized enterprises to increase
job creation and econdmic activity.

Phumzile Mlambo-Ngcuka, the
deputy trade and industry minister,
led the charge.

She said banks who lacked social
commitment did not deserve the
government’s patronage.

Special legislation might be needed
to get banks to do more to meet the
needs of the majority of South
Africans, she added. )

This theme was taken up by several
MPs during the debate on the budget
vote of the department of trade and
industry ’

Alec Erwin, the trade and industry
minister, said a new mechanism was
needed to help finance emergmg
entrepreneurs.

rigid labour regulations.

A recent study by the International
Labour Organisation had revealed
that certain jobs in South Africa were
so0 hadly paid that some wage earners
were among South Africa’s poorest

people, he said.

“A policy that says such jobs are
justified is tantamount to feeding
someone poison and then giving them

painkillers,” he said.

This meant that people were
prepared to accept any payment for
work even though it would still

impoverish them.

He appreciated the support of all
political parties for the government’s
stand on the stalled trade talks with

the European Union.

He saijd that agricultural restruc-
turing had resulted in some job losses,
but the whole sector was now more

stable and transparent.

tions that the
competitiveness of South African
industry was adversely affected by
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By Mongwadi Madiseng

THE inability of small, medium and
micro enterprises (SMMEs) to get
access to capital was put in the spot-
light at the small business conference
held in Turffontein yesterday.

Khula Enterprise Finance managing
director Sizwe Tati told the conference
that the SMMEs were facing major
constraints in their business pro-

grammes, ,
These constraints included insuffi-
cient equity, inappropriate loan

amounts and a lack of start-up loans.

Micro Alliance’s Sharda Naidoo
said sound and far-reaching financial
depth, and a strong institutional struc-
ture that is independent of the existing
political system, were needed for small
businesses to develap,

Naidoo said that the high level of
efficiency and focus on the client or
businesspeople growth needs should be
emphasised in the development and

sustaining of the small business sector.“\availab e statistical data to the rele-

According to Naidoo, small busi{W, vant structures” said Tati,
nesses are faced with the high level 0& In response to the SMMES’ lack of
competition, limited skills of business, “access to finance Eddie Johnstone of
planning, lack of collateral and the Banking Council of South Africa
inability to identify business opportuni-“_ said the five major banks had initiated a
ties. scheme to tackle the problem.

She recommended that attempts toy,  Johnstone said that the banks would
regulate the micro finance sector be  require the organisations or individuals
accelerated and the provision of loansp= to have entrepreneurial skills, provide
to the finance institution with sound ¥ viable business plans and have suitable
financial practice should continue. experience.

Absa, Standard Bank and the First
National Bank - expected that the
entrepreneur should trade in a fixed
property, be able to raise or contribute
at least 10 percent of the loan finance.

Johnstone said the loans would be at
prime lending rates plus six percent
and the Khula indemnity scheme
would be negotiable.

He said that the support service men-
ship was in place, to offer business
planning advice, research and the devel-
opment and the application for finance.

Legislative mechanisms

Tati advised that the legislative mecha-
nisms should be considered to improve
the SMMESs’ performance.

He said that possible solutions
would have to include rationalising th
retail finance and structural framework
promote and provide the incenives for
the greater transparency on the small
businesses,

“Prioritise the specific sectors with
the potential for growth and make

-
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By Isaac Moledi

LACK economic empowerment

must change direction to one

that is about starting new busi-

nesses using a cheaper form ‘of
funding, African Harvest executive
chairman Mashudu Ramano said yes-
terday.

Addressing the Gauteng Premier’s
Conference on Small Business in Johan-
nesburg, Ramano said black economic
empowerment was currently about
buying existing businesses using a debt
instrument.

The process, he said, started in 1993
when Corporate Africa, the first empow-
erment company 10 be established, came
up with a group of people to create an
investment vehicle, This was then used
to do deals using preference shares and
other debt instruments.

The process resulted in the emer-
gence of many black companies that
came up with complex pyramid schemes
and share structures that were used to
maintzin control. This left many of these
companies being heavily geared.

Worsening the situation, however,
wag the economic turmoil which

seted both local and international

irkets, resulting in many of these
hZ

Mashudu Ramano

companies either relying primarily on
debt funding from financial institutions
or using the transfer of ownership or
partnering by predominantly established
companies that wanted to position them-
selves for the new market reality.

Ramano said the funding structures
of these companies were suitable before
the market turbulence because at that
time the stock markets were experi-
encing a high level of growth.

A new strategy other than this “shof-
fling of the cards™ was needed if real

unding
Iacks

lack economic empowerment was to
succeed, he said.

“What we need now is a strategy that
not only involves shuffling of cards on
the deck but also creating new decks
Kith new sets of cards.

“We must change our thinking to one
that says BEE must be about starting
new businesses using our own cash flow

0 cheaper form of funding.”

How to go about doing this, he pin-

¥ pointed two ways: mobilising “people’s

savings” and starting businesses that
generate immediate and long-term cash

} flows.

This, he sald, was what Afrikaners

\ did from the 1920s to the 1970s. The his-

tory of other people such as in Germany
after the second World War, or the Asian
Tigers, were other examples.

In the case of South Africans,
RAmano said their savings were scat-
across a range of institutions that in
many instances did not necessarily think
the BEE was paramount.

“There is an acute shortage of cheap
capital for BEE in an economy that is
awash with liquidity,” he said.

To generate savings for BEE,
Ramano called on people to channel
their savings to those unit trusts that pro-
mote the BEE's objective.
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Banks plan .
new scheme
for small@ )

busines
|2 10 |3 c)
SA's major anned

to launch a new scheme to,|.

find small and meditim-
.sized enterprises, the
chairman of the Banking
Council of SA, Eddie John-
stone, said yesterday.

At the Gauteng Pre-
mier's conference on small
businesses in Johannes-
burg, Johnstone said that
the new lending scheme,
to:be run ‘in conjunction
with Khula Enterprises,
was critical given the
lending gap in the small
and medium-sized enter-
. prises sector — particular-
ly for Ioans of Rlﬂ 000 to
‘RSO 000. -

..The new scheme wouid
requ:re “small businesses
to provide only 10% of the
total finance . sought for

pro;ects -along with a'|-

- down payment of R600, to
‘qualify foraloani -+ ™

n addltlon, . banks
would offer finance at low
cost and avail their staff to
help the small businesses
1to analyse their ventures -

- and run them effectjvely.

' “The banks are taking
" this matter seriously. We
believe that this sector,
which needs 'loans of
between R10000 and
R50 000, is where most
jobs are created,” he said.
Johnstone denied alle-
gations that banks were re-
luctant to give loans to
businesses in the small
and medium-sized enter-
prises sector because they
did not have collateral. He
said less.than 20% of busi-

| nesses supported by the

major banks was fully se;
cured —Sapa.




SMALL BUSINESS Delegates to Gauteng conference call for an NSBC-style body

SMMEs de

BonrLe HEADBUSH

Johannesburg — Small and meditom-
sized business owners attending Gaut-
eng’s Small Medium and Micro Enter-

-prises (SMME) conference called

vesterday for the urgent establish-
ment of a small business council—
The council, to be modelled along
the lines of the provincial couneils of
the now-defunct National Small Busi-
ness Council (NSBC), would be set up
by provincial governments. -
Kgomotso Mohlahla, the chief
executive of Katorus Economic
Development Initiative, gaid most of
the small businesses attending the
conference hoped to come up with a
provincial strategy that wotld ensure |

mére representation wo%m%m. i

“The main purpose of-thigconfer-

to set up a body that will be represen-
tative of the small business sector as
mandated by the National Small Busi-
ness Act,” she said.

Churchill Mrasi, the president of
the South African Liquor Traders’
Association, said the council would
be funded;by the government as the
NSBC had been.

The NSBC, which was also created
through the National Small Business
Act in 1996, was put under liquidation
after R3 million was lost thiough mis-
management,

The ereditors of the company,
some of whom are small businesses,
are still battling with unpaid bills.

Access to finance for SMMEs also
came under discussion at the confer-
ence. Eddig J ohnstone, the chairman

"of thesBanking Council of South-

- S L

énce is for us to provincialise the -« Africaisaid the big five South African

national small business strategy, and

Banks — Absa, Standard, Nedcor,

mand new

¢ 7y i

° o o’
rovincial council

_gupno/Hy

jointly launched a scheme to fund
micro enterprises.

This plan involved giving loans of
R10000 to R50 000 to small businesses
without requiring any security.

“In the past these banks only
considered funding amounting to
R50 000 or more, and nothing less,”
said Johnstone.

“The new scheme will close this
lending gap.”

He said the banks would provide
mentors to assist these businesses.
Additional after-care services includ-
ed advice on preparing budgets and
other back-up where necessary.

These activities would be handied
by Sizabanfu, a new company to be
forined jointly by the vmswm..msa Vv

KhulaEntérprises, -~ G4 T e = )
COMING TOGETHER Kgomotso Moilahla, second from left, talks with dek

The three-day"SMME conference
comes to a close at noon today. gates uf the SMME conference in Gauteng yesterday PHOTO JOH | 1HC/0PC
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Real power is economic

Sowetan Business Staff

ow interest rates, tax conces-
sions, a fairly strong economy
and the new government initia-
tives could offer a better oper-
ating environment to encourage the
growth of small businesses, says
Clayton Manjome, corporate affairs
nanager at Khula Enterprise Finance.

" *“This may be one of the better times
to unlcash the business idea that has
been ticking in your mind all this time
and become empowered,” he says.

“In a sector used to being buffeted
on all sides, 1999 could offer a better
operating  environment,” Manjome
adds.

‘The most encouraging news, he
says, was the recent announcement by
major commercial banks that interest
ratés would drop further during the first
quarter of this year.

- And so they did this week. “This
trend provides a level of comfort and
certainty within the small medium

‘business sector,” he concedes.

The message, however, is not rosy
all"ihé way through, he says, adding
that factors beyond the control of any

Climate right f;or
small businesses

small business have the potential to
ruin what otherwise is a viable opera-
tion.

This is why Khula Credit Goarantee
scheme almost took a tumble when
interest rates were hiked last year.

“But things are changing now, and

by the look of things, the positivesfy, of spreading the financial burden. “But
E p g

seem to outweigh the negatives,” h
says.

He believes that this is the nme(“ as history proved that more have failed

when entrepreneurs have to come

with their business plans as this is the\
prerequisite in the starting of any\y

formal business operation.

Instant success

Although the plan is not a guaraniee fo
the business’s instant success, it does,
however, alert other parties, such as
lenders, to the guality of the input into
the business.

According to him, a good start-up
business will have the plans to deal
with lower than expected sales or
massive depreciation of the currency,
and it should have good financial
reporting to constantly monitor its per-
formance and position.

It will also have plans to deal with

B

lower than expected sales or a massive
depreciation of the currency that may
affect an unforeseen upward fluctuation
in prices. Good financial reporting will
also be reflected so it could constantly
monitor its performance and position.
Partnerships are the favoured way

get into the partnership with caution,”

e warns. Better still “is to avoid them,

often the
estroyed”.

His advice is that before venturing
into business, the roles should be
clearly defined, the skills and depth of
expertise to be rendered need to be
agreed upon.

If debt was to be kept at a minimum,
the consensus must be to keep the costs
at the lowest levels, he cautions.

Even when applying for a loan on
the strength of your business plam,
always resist the temptation to take the
entire amount of offer. L

Manjome believes that much has
een done by the government at all {
léwels to improve small business people
in areas such as deregulation, tender |
access and export promotion.

friendships  are




FM Focus

ment deals rose
ed'at R21bn

case of African Merchant
Bank, which is evaluat-
ing a funding mode! that
involves setting target
levels of performance for

the empowerment firm.
“As each target Is
reached, the percentage
of the participation in
the returns of the invest-

he days of gain without

pain are drawing to a close
for black economic empow-
erment companies.

A report to be published this
week by BusinessMap, a Jo-
hannesburg-based group spe-
cialising in investment advice,
says a number of financial in-
stitutions active in the funding
of empowerment deals are
working on testing new ways
of encouraging black firms to
put more effort into developing
their investments.

To date the funding of em-
powerment deals has been
structured, according to Busi-
nessMap, to encourage “a high

oA e R R T A e e D W g

rate of deal flow — the more
deals, the better the returns for
the financier”,

This “deal-making bonanza”
has resulted in many black
firms building up more debt
than the value of their assets.

BusinessMap CEOQ Jenny
Cargfll says in the report that
the "deal-making” practice has
created an impression that
business is about the nonstop
buying of assets. It has done
little to develop expertise in
building businesses organi-
cally.

But some  investment
bankers are making efforts to
change this. Cargill cites the

RS LW R T
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ment is increased. It is
felt that this will offer an
incentive to the black in-
vestor to add value to
the investment, as their
participation Jevel will
grow accordingly,” says
Cargill.

Rand Merchant Bank
also wants to see black in-
vestors risking their own
money where the iransaction
involves the transfer of controi
to the empowerment group.

This is in sharp contrast to
the funding mechanisms, in-
cluding the so-called special
purpose vehicles (SPVs), that
resulted in black firms reaping
the benefits of a rise in the
value of their investment with-
out having to risk losing their
own money should the value
of the investment drop.

BusinessMap says another
trend in empowerment fund-
ing is that financial institutions
are looking mote favourably at
black firms that have been
built on opetational businesses
as opposed to being invest-
ment holding companies.
Jabulani Stkhakhang
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LABCUR EDITOR

Johannesburg -— The National
African Federated Chamber of
Commerce (Nafcoc) had expelled
David Mokoena, its secretary
general, from its ranks with im-
mediate effect for allegedly mis-
representing the black business
organisation in a court case,
Steve Skhosana, the president of
Nafeoc, said yesterday.

Skhosana said Mokoena was
expelled in terms of clause 42 of
the organisation’s constitution
and said that whatever the for-
mer secretary general would be
doing from now o, he “would not
be representing Nafeoc”,

He said Nafcoc had also ex-
pelled its entire North West
Province affiliate for “failing to
conduct themseives properly”.

“We feel Nafcoe would be able

t*

t cha

20

to move Torward quicker and
smoother without these people,”
Skhosana said,

He accused white businesses
in general and a “third foree” in
particular of spiriting away the
North West provinee and planti-
ng the seeds of disunity

“We suspect there is a third-
force element that is trying to dis-
rupt and derail any progress
made by black business in South
Africa,” he said.

On other organisational is-
sues, Skhosana said Nafcoc
hoped to release its much awaited
black business confidence index
at the beginning of April.

The proposed index — to rival
that emanating from the South
African Chamber of Business
{Sacob) — enjoys the personal
support of Deputy President
Thabo Mbeki who has questioned
the representivity of Sacob's

£

er of commerce
ARG 13/3

/97

business confidence index of
general business sentiment in
South Africa,

A black business confidence
index was first proposed at the
Nafcoc’s 34th annual convention
held at Sun City last year,

Skhosana said black business
felt the Sacob index failed to cap-
ture what was really happening
within black business. .

He said the new index would
measure the performances of all
black businesses big and small
and conduct a quarterly survey of
the performance in relation to
the economy as a whole.

He said as from next week
Nafcoc would embark on a na-
tional roadshow whereby it
would distribute 74 percent of
NafHold shares worth R200 mil-
lion to its members with the
frustees of their holding compa-
ny retaining only 26 percent,
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A SURVEY released this week by

the BusinessMap consuitancy M
shows that biack economic r
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empowerment is advancing -1
rapidly. But there are pitfalls 5
chead which companies and i
indiviciuals should be mindful of ]
, 2
witfes Khehlg Shubane, H
researcher at the Cenire for k]
Policy Studfies in Johannesburg. %
.............................. i
LISTENING to some of the rhetoric on black m.:w
econamic empowerment (BEE) gives the distin- M
ct impression that very little has happened by . m&
way of empowering the target community, or  groups, and tie assets base of many SF CEEEY aame & often gives rise to problems of 1ts b
that the process 1s 1n deep trouble. BEE groups was still weak. Exasow - " own. At the best of limes, bringing [
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Some argue that far too few empowerment r el -3

This reality should, however, not together managers from different

groups have successiully been created and are
in business. Thase that have been established
are indistinguishable from white-owned com-
panies.

Financial institutions, which are the key to
the success of empowerment groups, are de-
vising new requirements to funding empower-
ment initiatives. These will have the effect of
blocking the creation of new intiatives,

Within black business circles themselves, the
problems are equally intractable.

B Black business associations could not agree
on what seemed a simple question: the timing
and the convener of the Mopanl 2 conference
two weekends ago in the Kruger National Park,
W New Africa Investments Limited (Nan), ane
of the very few successful beneficiaries of black
economic empowerment, could not resolve a
problem which finally led to a senior executive
leaving the group,

& It was felt necessary for a commission to be
set up to clarify basic issues around empower-
ment.

N And open disagreements about BEE are ex-
pressed in the environment.

The reality of the BEE movement paints a daf-
ferent picture. Solid progress has been recorded
in the time smce this process started. In the
space of about five years, about 5 percent of the
market capitalisation of the JSE 15 controlled
by black groups.

On its owm, this figure does not mean much.
Viewed, however, against the value of compa-
nies controlled by blacks five years ago, it ae-
quires an altogether different meaning, It is m-
deed good progress towards the deracialtsation
of the ownership of productive assets.

A long missing sector among blacks - a mid-
dle class — is starting to emerge, Significantly,
this class, as created by BEE processes, is not
based on positions within the state but is based
in the private sector. If grown further, this soc-
ial sector will fondamentally alter black society
and social relations in the country,

Progress seems to have been made in the ac-
quisttion of assets by BEE groups, even during
the worst time for the economy. Despite neg-
ative economic circumstances, BEE groups
grew, .

According to the Businesshap survey, deal
flow amounted to about R21 billion Last year in
spite of a severe crisis in the market. This oc-
curred at a time of economic uncertainty when
financiers were less keen to take the risk of
financing the purchase of stakes by black

detract from deep problems which
still face the BEE movement. One
such problem is that the BEE move-
ment 1s at an Incipient stage, There
is a long way to go still.

The creation of an environment
of deracialised ownership of bus-
iness resources has not been achie-
ved. Even if what has been achie-
ved were to be doubled, the effects

of past racially based allocation of

business resources would still not
be expunged.

Another problem is a resentment
building up among white firms who
view BEE as a process of enriching
blacks unfairly. Some in white
firms are of the view that they are
being asked to give wealth to blacks
who have not had to build it from
scratch.

Much as many whites have not
had to do this, now that they own
significant wealth they think they
are giving up wealth for nothing m
refum.

Alternatively, some whites 1n
many firms think that enough has
been done by way of empowering
blacks. Now the country should
move on and allow existing firms,
in which ownership is exercised by
both blacks and whites, to compete
with one another.

Of course, to many wealthy
whites the assistance which they
might have derived from apartheid
is not that clear. What is clear to
many of them is that they exerted
themselves to acquire the wealth
they now owm.

Many reckon that if apartheid de-
livered wealth to whites in general,
why is it that many whites do not
have any wealth to show even
M.mmmu they teo lived under apart-

eid.

This problem w1ll in time arise in
respect of blacks. BEE at times
creates the impression that the he-
nefits of deracialising ownership
should be delivered to blacks in
general.

In time, those blacks who will
benefit from this will think of them.
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backgrounds is difficult,

. Inthe case of operational involve-
ment of BEE gronps, this wili be
compounded by a nomber of fac-
tors:

B White managers might view this
development as an attempt to final-
Iy remove them from their posi-
tions and not support it.

B A problem which has been lat-
ched onto by a number of people 1s
that BEE has not changed the ex-
tent of poverty in the country.

On the contrary, a handful of
very rich blacks have been created
amidst bad levels of poverty in the
country. The gap between the rich-
est blacks and the poorest is said to
have widened since the BEE move-
tient started.

* BEE groups are going to have to
think about this prohlem. As they
push government to domore to sup-
port BEE, they nmst bear m mind
that the government also has a

">« .responsibility to the poor,

selves as having worked for what
they got and hot received 1t because
they were black,

Slowly, there is a shift m the
Investment patterns black groups
are making, from purchasing nto

holding companies into operating
companies. This shift also entails a
direct involvement by black Broups
in the operations of companies m
which they get involved.

This is good for all concerned, but

In my view, different program-
mles are required to fight poverty
than those which seek to deracial-
ise business resonrees,

It mmaﬂouwsunn@mﬁmmagom
BEE in tarms of the extent to which
it has removed poverty. It is not an
mb:.uodmumm programme; it is
rather an elite programme.

Newly empowered frms will be
competing in the same market
place as white-owned firms. And
there are no rules herewhich apply
exclusively to newly empowered

Toc existingand t

'0 continue existing and to grow,
these firms must subjeet thernsel-
ves to the imperative of the market,
which might be incomsistent with
the wishes of those who might have
helped these companies come into
existence.

It seems mcqmﬁnﬁ» is .%m
entirely happy with groun
well of established firins wishing to
list offshore. If this is, however, a
business imperative as argued by
such firms, black companes might
have to contempiate # in future.

e
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CCESS to finance

for small, medium

and micro-enter-

prises  (SMMEs),

especially black

ones, remains an
emotive and  controversial
1ssue.

At the core of the debate 1s the
percewved fallure, nghtly or
wrongly, of commereial instity-
tions to lend to SMMEs, which
are important vehicles for job
creation and equitable growtfiin
government’s eyes.

It is a perception banks dis-
pute. The Banking Council of
SA’s Eddie lohnstone this week
told Gauteng’s conference on
small business that banks made
“thousands” of loans to small
business.

But if this is the case, what is
the fuss all about? The majority
of bank loans go to formal smail
and medium enterprises, most
of them white-owned.

For historical reasons, Blacks
rémamn on the margins of the
small business sector. Blacks
dominate the survivalist, micro
and very small sectors, made up
of low value-added activities. A
1585 study by Trade and Indus-
try's Ntsika Enterprise Promo-
tlon Agency found that 18% of
enterprises employing fewer
than 10 people were black-
owned, whereas 40% of those
employing fewer than five were
owned by blacks.

Herein lies the problem. Most
of these businesses need fund-
ing of R10 000 to R50 000, which
the blg banks find commercally
unattractive owing to low
returns and high costs.

Commercial banks are not
alone. In the past five years, SA
has seen an explosion of private
equity and venture capital funds
which tend to invest in unlisted
and start-up ventures ahove R2-
million. A shortage of debt fi-
nance  then drives en-
trepreneurs te seek other,
expensive flnance elsewhere,
such as from micro-lenders.

The second problem, critics
argue, is a general failure by
banks to extend credit to black
entrepreneurs.

They say their apparent fail-
ure to do so is not so much a
failure of banking as a failure of
entrepreneurs to come up with
viable business propositions,
backed by a strong ability to run
the business proditability (read
strong manageiment skills).

Banks have a point, but they
fall to grasp that the status quo
is a lustorical problem.

Banks
need new
approach
to small

business

()

THABY

KOROKONE

Looks at the
fallure to back
entreprenaurs

It is for this reason that many
critics have said banks are in-
sensitive, not only to this his-
torical legacy, but also to SA's
developing status. A speaker at
the SMME conference remarked-
“Banks have to come to grips
with what happened. Banks use
first-world standards in a devel-
oping country.”

There is clearly something
wrong with a financial system
when  hordes of would-be
entrepreneurs keep complain-
ing that they lack access to fi-
nance, yet the media is filled
with headlines trumpeting black
empowerment transactions

Consider that just about all
the financial institutions have
spent billions propping up black
economic empowerment, a pro-
cess that has failed to make even
adent 1n SA unemployment In a
nutshell, empowerment has

ST(97)14{7199

served political expediency
rather than true economic
ownership.

More important, the process
has been facilitated by fancy
financial engineering by institu-
tions even though some of the
empowerment propesals did
not make good business sense,

Thus, if financial institutions
can take the sort of rnisks they
have with empowerment, creat-
ing innovative and appropriate
vehicles to facilitate a redistri-
butlon of wealth, what is stop-
ping them from taking such risks
in the case of black SMMEs in
general, and survivalist, micro
and very small enterprises in
particular?

At tius week's conference,
Ciem Sunter remarked: “I find it
nuts that 1t is easter to give cred-
i o consumers to consume
rather than 1t is to produce.”

There s alackof innovation at
Hnancial institutions to develop
appropriate  products  for
SMMEs, and also a lack of ap-
propriate institutions that can
play such a role,

Microending has been one
innovation, but it has serious
disadvantages,

Most micro-borrowers use
the amounts for consumption
rather than production, which
reinforces Sunter's argument,

That is why plans by the De-
partment of Trade and Industry
to revamp the Usury Act and
Increase the amount of money
exempt from the provisions of
the Act to R50 000 (from R 000y
are destined to fall short unless
adequate mechamsms are 1n
place to ensure funds are used
for productive purposes.

Many have warned that
increasing the limet would leave

FROM SMALL BEGINNINGS ... Sam Molope,

& large number of consumers
drowning in debt.

Equally, one also has to treat
with circumspection the validity
of figures given by wholesale
financier Khula Enterprise Fr
nance. Khula says it has dis-
bursed R200-million in loans and
credit guarantee schemes, and
claims that its funding has ben-
efited 35000 small and micro
entrepreneurs,

However, Khuia's Agures un-
derscore, by contrast, the inabil-
ity of private sector financial in-
stitutions and Business Partners
(formeriythe Small Business De-
velopment Corporation) to play
& meaningful role in assisting
SMME entrepreneurs.

Khula was formed in 1996
when government reduced its
50% 1nterest In the SBDC to 20%,
and transferred R600-million to
Khula over a five-year period,

deputy chairman of Molope Grou
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starting at the beginning of 1996,
In addition, the SBDC's loan
guarantee scheme was taken
over by Khula.

But government is not and
cannot be a provider of finance,
which clearly explains Khula's
reluctance to enter the retail
market, optingto provide whole-
sale finance to existing retail
institutions,

As a result of mounting pres-
sure, the Banking Council of SA
has unveiled plans to cover the
R10 000 to R50 000 gap — it Is
launching the Sizabantu
scheme, aimed at providing not
only finance but also nonfinan-
cial support to entrepreneurs.

This support will include men-
tors who will assist en
trepreneurs in getting their busi-
aesses off the ground, and guide
the businesses during their
formative stages.

1, m_._n. Herman Mashaha, MD of Black Like Me, are exceptional cases of success

This is a start, but many such
starts are needed if a difference
is to be made in the funding
backlog of small enterprises.

So much for the private sec-
tor, Government, in turn, has a
range of public sector institu-
tions which may be able to play
this role in addition to doing
thelr customary work,

Institutions such as provinciat
development cerporations, the
Post Bank and industrial Devel-
opment Corporation hold not
only appreciable capital assets,
but also have the infrastructure
to roll ont additional funding to
SMMEs.

The IDC Is a case in point, hav-
ing refocused its role to provide
finance for SMMEs in addition to
its usual work.

Funding is only part of the
problem. Traditionally, most
unlisted . SA businesses have

P
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tended to rely extensively on
loan finance, both as start-up
and working capital, an option
that has left many of them with
high gearing levels.

In a climate of high interest
rates — consider last year's ex-
traordinarily costly rate of 25,5%
— such businesses are the first
to be affected,

it is only recently that a wave
of private equity and venture
capital funds has begun to
emerge to inject badly needed
equity capital into businesses.

However, these funds target

investment needs in excess of
RZ-milllon. This is the area
where small and medium-sized
enterprises are to be found, usu-
ally with a view to a listing. This
leaves the very small micro-en-
terprises in need of innovative
funding mechanisms and, ulti-
mately, equity financing,

il
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Mopani 2 was
say black busigg@

By ANDILE NOGANTA

LACK business this week
presented a united front
for the first time since the
debacle surrounding the recent
black business indaba at Mopani.

The indaba, known as Mopani
2, was seen largely as a failure by
the media,

The absence of the Black Busi-
ness Council (BBC) and top pol-
ftiecal figures was viewed as an
indicator of deep divisions with-
in black bysiness,

On Friday the 11 affiliates of
the BBC met to set the record
straight and lambasted black
journalists who jumped on the
bandwagon of the white liberal
press who have been proclaim-
ing the failure of black business,

The president of the National
Black Business Caucus (NBBC(),

Dupree Vilaka¥t said opani 2
was not called by black business
and should not be a reflection of
unity in black business.

He said Mopani 2 was an ini.
tiative of entrepreneur Wilie
Ramoshaba, who had the idea
endorsed by the NBBC but in.
formed the BBC too late for it to
take part in the indaba,

Leading up to the indaba, Mo-
pani 2 was billed as a follow-up
to the first conference between
black business leadership and
60 representatives of the then

C government-in-waiting.

The press regarded Mopani 2
as a damp squib by comparison
to the first one after the stay-
away by BBC and the non-at-
tendance of government.

But black business this week
slammed those medja reports as
unsubstantiated.

no damp' squib,

S leaders
CPI%[3 799

business a$ it stands
now is more united than it ever
was at.any stage in our history,”
said chairman of the Black Man-
agement Forum, Lot Ndlovu,

It emerged however that black
business had serious conflicts
with the National Business Ini-
tiative (NBI).

Ndlovu would not be drawn
on the issue except to say the
problems were mainly about
transformation in big business.
He said there were on-going
talks to iron out the problems.

But it is understood that biack
business is unhappy that they
are not being taken seriously by
their white counterparts at the
NBI who they feel are taking
unilateral decisions,

The NBI was a government
Initiative to bring together
black and white business.



Small busmesses

target vouth skills.
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MANDULO MAPHUMUI.O

Johannesburg — The small business conference
sponsored by the Gauteng government ended last
weekwith business and government in agreement
on theneed for promoting youth business gkills,

The Premier’s Conference on Small Business in
Gauteng and the Small Medium and Micro Enter-
prlse‘ was held in Johannesburg. It proposed that
entrepreneunal development should start in h1gh
schools where the currictlum would encourage stu-
dents towards more entrepreneurial thinking.

Meanwhile, for the first time, the Bantking Coun-
cil of South Africa said it would launch a .new
scheme to fund micro enterprises. Banks would be
gtven loanis of R10 000 to R50 000, speclﬁcally for
micro enterprlses

* Hoéwever, delegates sald it was not enough to
make husiness people of the youth.

“Tt is not easy for the youth to have access to fi-
nance, but bigger than that is the problem of lacking
business skills and these need to be nurtured at
school as well as at tertiary level,” said David Mosha-
palo, the executive director of the Foundation for
African Business and Consumer Services (Fabcos).

Fabcos has taken the South African Graduiate As-
sociation (Sagda) as an associate member to help it
start a tourism business. Sagda would soon launich a
tender advice centre, said Moshapalo.

Poor networking and a lack of discipline in plan-
ning-and management were among the” Problems
facing business development in youth. It was recog-
msed there was no adequate link between: those in
the community who have “made it and those aspir-
ing to make it", Moshapalo said: “There isa need for
v1s1ble role models and strong mentorship pro-
grammes for youth.”

.'Dhladhla & Assocﬁtes a human resources con-
sultancy, said it was negotiating with various com-
panies to sell the ‘Adopt-a-school” concept. wooo.

“We are hoping we will find companies that Wlll
take'one school at a time, adopt-théir matnculants ,
see them through tertiary level and take themt on
vacation to work for them,” said Thembi J enmngs a
senior Dhladhla & Associates consultant. S

Jennings said that the majority of youth:com-
plete higher education without having seen an office
to get the feel of a corporate atmosphere. ﬂ,— i

“We are now frying to get the departmernt: of
education to see this programme as a'contribution
to a].levi}ette joblessness among the yout! e %
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By Mongwadi Madiseng
and Isaac Moledi

THE role that the Government plays in aiding
the development of black economic empower-
ment companies, or in making the environment
conducive to their development is of concern to
the BusinessMap consultancy.

In its report entitled Empowerment 1999
A Moving Experience, BusinessMap says
although it understands the motivations of the
governiment’s increased intervention in the
black economic empowerment arena, using
its economic muscle or “buying power”, it is,
however, concerned with an uncritical
approach in its good intentions.

“Interventions of this kind always open up
space for tokenism, patronage, corruption and
poor performance,” it says.

At issue is not whether the Government
should go this route, but what it does or
should do to ensure that the potential down-
side to interventien is kept in check.

“A good measure of transparency, infor-
mation availability, as well as regulatory and
evaluation procedures during the period of an
agreement are critical to ensuring that the
anticipated fruits of empowerment are in fact

rddl€ed,” says BusinessM

State-sponsored empowerment has cen
evident in a number of forms. For example, it
supports black equity participation in the bid-
ding organisations, giving preference to
broad-based black representation in empow-
erment companies.

Zimbabwe is being quoted as the case
study in which patrenage in a policy vacuum
has ensured that only those black business-
people aligned to the ruling party have won
empowerment favours.

Cautionary note

Although the South African empower-
ment field appears to be far more robust
than in Zimbabwe, because of the role
that the private sector is playing, Busi-
nessMap says the Zimbabwean outcome
should serve as a cautionary note to
South Africans.

“The message is clear: the potential for
state-backed empowerment going wrong is
real,” says the organisation.

In as far as privatisation is concerned, the
Government’s establishment of the National
Empowerment Fund, which ensures that
black ownership is always an outcome of any

le in firms

privatisation, is also of concern to Busi-
nessMap.

“That said, the bias is towards equity par-
ticipation by blacks in the groups or consortia
which bid for state business — whether it is a
procurement contract, & public private sector
partnership and even privatisation (as Alex-
kor shows).”

Although BusinessMap is aware of the
Government’s strong emphasis on training
and the development of small and medium
enterprises, its contractual obligations still
tend to be vaguely defined.

To ensure that state-sponsored empower-
ment has the desired impact and does not
degenerate into “crony capitalism”, Busi-
nessMap says the Government needs to be
strong on a number of issues.

These are that the tender process should
be governed by the principles of trans-
parency, with a clear understanding of what
falls into the realm of confidentiality.

“The Government should be required to
explain the reasons for its choice of the
bidder, and the information on the responsi-
bilities and the obiigations of the companies
awarded Government contracts should be
available to the general public.”

...............
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LONDON — SA'is way. above average on
‘the danger scale in terms of corruption in
busmess dealings, according to a survey
o[ multmatlonal companies.

" The' survey, by Merchant Internatlonal i

Group, a London-based risk assessment

' research oup, found:SA the' 14th—rlsk-
iest 1 coun %y }or business. This isiigt risk,
from a soverelgn credit pornt of-view, it

covers “{ ey dynamlcs — organised
_crime, | ¢0f nterfeltmg, corruptron, ex-
'treme polit‘lcal groups and other coininer-
¢ial 'hazards ranging from unfair compe-
tition to ciilturaland ethlcai differences.

The stitvey applied to-45 emerging na-
tlons Theratings are calculated on a per-
centage basm, the more difficulties en-
counteréd, the higher the percentage.

‘ Smgapore was rated least corrupt with
19%. Paklstan, the worst nation, regis-
tered 91%. Indonesia rated 84%; Russia
83% and Colombia 81%. SA, with 68% was
cntrcrsed for high levels of organised
crrme, 'frad, corruptlon, poor business
ethics and extrermsm Wt

The' survey was released as 5A’s Chi-
nese-speaking community delivered a let-
ter of protest to Presrdent Nelson Man-
dela at the weekend .against * govern—

| mient’s tolerance of high levels of crime”.

| .Last year Berlin-based anticorruption

crusader Transparency International
ranked SA 32Znd in its corruptron percep-
tion Jndex, a survey covering 85 coun-
tries.. That survey, which said 5A govern-
mehit officials were less, ;prone to corrup-
tiofiythan their counterparts in Eastern

Europe, was based on'views of interna-

tional businessmen and political analysts.

After China,'SA is pin-pointed by Mer-
chanit International as an outstandlng po-
tential’ emerging markeét. But in general,
multihationals are fed up with business
practice in emerging countries, according
to Merchant International. Merchant In-
ternational reckons that losseswof UK
multinationals .alone due to inability to
cope'with bad business practices, corrup-
tion and crime in emerging markets total
§15bn.a year — about10% on expected
returns on foreign investments.

The majority of multinational respon-
dents'complained that the main disadvan-
tage was a different “cultural” and ethical
outlook to business dealings. About two
 fifths sajd that, they had.to deal with or-
gamsed crime synd:cates




Expelled Nafcoc membe 3

hits back at the o the organ,

By isaac Moledi

FORMER Nafcoc general secretary
David Mokoena, who was expelled
from the organisation at the
weekend, has dismissed his sacking
as “null and void”, saying proper
procedures had not been followed by
the Nafcoc council,

Mokoena and Nafcoc’s North
West affiliate, the North West
Chamber of Commerce, were offi-
cially expelled from the black busi-
ness organisation for allegedly “mis-
representing Nafcoc in a court case”.

The dismissals arose from a court

. case which Mokoena said he, and
seven Nafcoc affiliates, had insti-
tuted in the Johannesburg High
vf‘«wCourt to have the election of

: Nafcoc s current office bearers

'Q declared invalid.

* The seven Nafcoc affiliates that

—— -l __ e

Mokoena claimed had endorsed the
court application are the North West
Chamber of Commerce, the

Transkei Chamber of Commerce,

the National African Chamber of
Commerce Border region, the
Eastern Cape Chamber of Com-
merce, the Western Cape Charnber
of Commerce, the South African
Liquor Traders Association and the
Northern Province Chamber of
Commerce,

“Iwant to place on record that the
execulive committee does not have
the powers they purported to have in
terms of clause 42 of the unadopted
constitution, =

“Under the circumstances the
purported expulsions are null and
void,” Mokoena said.

He also claimed he was judged
by the Nafcoc executive without a
teial.

% wevel, Nafcoc president Steve
Skhosana dismissed Mokoena’s
allegations as a “gross misrepresen-
tation of the facts™,

He said Mokoena was dismissed
after he had failed to cooperate with
the commission of inquiry instituted
to investigate his claims that the cur-
rent leadership structure was uncon-
stitutional,

In addition, Skhosana said
Mokoena, as well as the North West
Chamber, had defied the counc;l by
failing to attend a mecting called by
the council on Match 6 to dlSCl.lSS the
court case,

*The council had no otﬁer alter-
native but to expel them,” he»sau:l

On the allegations of misman-
agement, Skhosana said the five-
member commission of inquiry had
not found any wrong doing with
regards the Nafcoc executive.
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~ Black economic -

‘empowerment could
become a huge scam

The business is as guilty as its white counterpart when it
comes to racial stereotyping, writes Christine Qunta

b 19)%194

' LACK economic empowerment is in dan-

ger of being turned into a gigantic scam

where the biggest beneficiaries are those

who have been the beneficiaries for the

past 40 to 50 years. The only difference is that

now a smail percentage of black people have
been let in to share the spoils.

It has been the tendency to criticise white
companies for this trend. It is becoming in¢reas-
ingly apparent that blame cannot be laid solely at
the door of white companies. Black business is
just as culpable when it comes to defeating the
broader objectives of economic empowerment.

Black professionals are increasingly con-
cerned about the tendency by black business
people to replicate the patterns of discrimination
practised by their white counterparts. The major
black companies, who were the first to benefit
from the opening up of the economy, seem to be
the worst, but not the only offenders. There are of
course, exceptions but they can be counted on
one hand.

'[;he_re are various ways in which black busi-
negsed’ lack of commitment to economic empow-

erment is exhibited. The main example is where
black business acquires a major stake in a com-
pany. They might change the board, but they
leave the operational side as it was before.
‘ They are scared to be seen to be rocking the
boat in case it affects the profits or alienates the
staff. So one finds that while the owners of the
company are black and they go by the name of a
black empowerment company, everything else
remains untransformed. Even where there are
black employees, they ofien complain that the
owners of the company pay no attention to the
problems of racism and sexism that they en-
counter within these companies.

Qutsourcing policies are similarly skewed.
When one analyses the companies from whom
black companies buy their goods and services,
the same situation prevails. Their accountants,
financial advisers and public relations compa-
nies are usually white. It would be legitimate to
ask how, apart from the skin colour of the own-
ers, do they diifer from white-owned companies?
In fact, in the case of a few white companies, more
effort goes into making employee profiles repre-
sentative than in these so-called black
companies.

There are a few choice quotations that these
high-flying black business people favour: “I got
here by my own bootstraps so why should I cre-
ate opportunities for black people” and “I don't
look at race, Fm concerned with merit”.

Who could forget Mzi Khumalo’s now infa-
mous statement of how he was not into this
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“black brotherhood thing” or words to that ef-
fect, It is history how the white brotherhood
thing did not work out at JCL

It cannot be left to government and white busi-
ness alone to restructure the economy. Black-
ness on its own cannot be a pass to gain access to
government work. It is time that government
scrutinises black companies’ compliance with
employment equity, equitable outsourcing poli-
cies and effective operational control when these
companies tender for government contracts. if a
shared experience of discrimination cannot con-
vince them to do the right thing, they must be
dealt with in exactly the same way as recalcitrant
white companies. .

There is a widespread shortage of skills in the
black community and this explains the small
number of black prelessionals. But even when
there are sufficient skills, there is not the wili on
the part of black business. They seem to think
that to get ahead in business they have to sur-
round themselves with white experts.

Perhaps this makes them Lelieve they will be
respected. Or perhaps they are so damaged by
years of racial conditioning that even where
black people have the same degrees and qual-
ifications, they do not believe that they are as
clever or competent as their white counterparts.

They will deny this because the issue is never
as clear-cut as described here. Rather, it is an
underlying subconscious lack of belief in them-
selves as black people and the projection of this
complex onto other black people. Frantz Fanon
wrote one of the most incisive texts on the psy-
chologicat effect of racial oppression,

Most of cur top black businessmen in this
country would be outraged if it was suggested
that they suffered from an inferiority complex
such as that described by Fanon, Steve Biko and
other black scholars. 1t is difficult to find another
explanation for their behaviour in the current po-
litical climate.

It may be worthwhile holding up a mirror so
they can see what they are really like. They will
then learn that there is nothing dignified about
pandering to the worst racial stereotypes. It
might gain acceptance into established business
circles, but not respect. People tend not to re-
spect those who do not respect themselves.

It might be useful for black business people to
reflect on a quote from an advertisement by an
African-American scholarship fund which says:
“The greatest imprisonment and therefore the
greatest freedom is the mind.”

01 Qunta is a partner ait the law firm Qunta Nise-
beza.
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Sowetan Business Reporter Q\dw

« ABOUT four affiliates of the Nation;

ershlp cr1s1s

Skhosatia sa:d the afﬂ‘ﬁ% who
tanced themselves from’ the court
case - were - tha KwaZuiu Natal

: Mr:an Pederated Chamber of Co%schamber Transkej’ Champbes:di Com-

* merce - havs' ‘distanced : thgmselvés.
from 3 case in the Johannesburg. Higf

. Court in which a former Nafeow offidy
. cial his' institated to have the &l

tions of the- cun-ent afﬂce baarers\ Mokoena

_leclard invalid,
Fornjar Nafeoe general ses:retary
. David- Mokoana, the North West affil-
Iate and the North West Chamber o
Ccmmerce wete expelled from the
- organisation for allegedly “nnsmpre«
senting Nafeoc in a court tiise”,
Mokoena said- he and seven
Nafooc affiliates applied to the Johap-
nesburg High Court t have the €]
tion of Nafcoe's current office bearers
last August declated invalid,
. Nafcot: president Steve Skhosana
. said hig: -organisation was in posses-

sion of signed letters from four

 Niifeoc  affiliates _which Mokoens
-“aliegediy endmsed w0 suppert the
co:;lft case,” -

'sm R

“méree, South African Liguor Traders
Agsociation  and - the Northem‘
«Province Chamber ¢ of Commerce, -
“In_ a statersent on Wednesday,
claimed that the North Wests

.. Chamber - of Coinmerce,’ Transkei
Chambers of Commgrce,

National,
African + Chamber of ‘Commerce
Border  “Region,” Eastern © Capel
Chamber of Commerce, Western Cape,
Chamber of Commerce, South Aftican
Liquor - Traders” Association and the
Northern Province Chamber of Com-
merce, endotsed the court application. .
chardmg dlause 42 of Nafroc's

* constitution , that- Mokoena $aid was

not - adepted, Skhosdana said he - “Was

- surprised ‘because, Mokogna  was

aware that the clause was adcpted in

11998,

s e snslnect that -th grg,xs 3 third
force which " wants # ﬁestalnhse

) Nafcoc!’ sgid- Sk!;osana M‘;x

.
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Business centre

to benefit y

Sowetan Business Reporter

SOWETO youths are set to be given a
chance to become entrepreneurs as a
result of a new Business Development
Centre, launched at the Emndeni
library, which will begin operations
next month,

The centre, brainchild of the South
African  Graduates Development
Association (Sagda), will be spon-
sored by the Open Society Foundation
of South Africa for the rest of the
year.

Sagda project manager Sifiso
Khumalo said the centre’s aim is to
train township youths by giving them
the entrepreneurial skills required to
start their own businesses.

He said the way to deal with South
Africa’s growing unemployment

th

scourge was tbsmobilisg resources and
get the community involved in pro-
jects that create job opportunities.

He added that once they got the
community organisations involved in
the centre’s activities, it would lead
“society to eventually take charge of
the project that will enable the initia-
tive to replicate”.

He said the project would start on
a pilot basis and would be subjected
to a thorough evaluation. Funding of
the centre would also be reviewed
after the end of this year.

The cenire will offer as its core
services: business information ser-
vices, business development services,
youth enterprise resource centre ser-
vice and community entrepreneurial
development. Khumalo can be con-
tacted on (011) 934-0416/0414.

7 /3/"/?
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Govt determmed to

b ck SII,laall bumgle)ss

,John Dludiu

GOVERNMENT signalled its determina-
tion to resuscitate the collapsed lobbying
voice of small business yesterday, but
said‘it would scale back its involvement
tomake the new structure effective.

+Phumzile Mlambo-Ngcuka, the deputy
trade and industry minister, launched a
veiled attack on the now de[unct National
Small Business Council,

The council, meant to be the voice.of.; .

small business, is being llquldated

Mlambo—Ngcuka. who is in charge of
government s flagship programme buoy-
ing the small business sector, said the
coun(nl had neglected its lobbying role as
a voice of the sector. It was only in the
latter days of its life that it established a
presence in Parliament.

She said the council’s sole reliance on
government was a problem. A new body
should bea partnershn getween oyerp-
ment and busiiiess, in terms of both furid-
ing 3 and participation.

It ‘should also stay clear of the man-
dates of other state-owned organisations.

‘This is the first time that government
has made known its ideas on a reshaped
mstltutlon since the council collapsed
lagt year. e

Partnership wnth the pnvate sedtor -

would also ensure that the new instity-
tlon remained accountable.
* Récommendations would be given to
the new government, she said,
g ’Mlambo-Ngcuka also pledged that her

mlmstry would soon propose reforms of |

Nvi,{zn £

wegs

h
some of the country’s labour statutes, in-
cluding exemptions for small business.

Mlambo-Ngcuka also presided over
the national smali business regulatory re-
view yesterday, a process aimed, in part,
at removing the regulatory barriers hin-
dering the small business development.

However, she indicated that her min-
istry would not seek blanket exemptions
for small business from the country's
labour statutes.

She argued that the review, which was
launched last year, had shown that prob-
lematic labour accounted for a mere 10%
of the hurdles for small business.

Collateral

The review had shown that finance, es-
pecially lack of collateral, was the main
hindrance to the development of small
busingsses.

While, sma}l l:;usiness fiad benefited
from the “affirmative action” state’ pro-
curement policies, Mlambo-Ngcuka said
the sector was still encountering prob-
lems in accessing these benefits, Among
others, late payments by state depart-
ments were strangling some small-firms

.to death and this. was worsened by the
: lack of recourse, such as an ombudsman.

Sy

- Apart from surveying the effect of
labour law on_small busingss, the, regu-.
latory review also looked: at tax la S as
well as rural development and women

‘It will cuiminate in a consolidatéd re-
port containing recommendations in the
cogning weeks.




MARTHA QUMBA AND TYRONE SERLE
STAFF REPORTERS
Co-operatives and emerging

small businesses in the Western
Cape have a chance to broaden

- their horizons and enhance their

bottom lines through the newly-

- established Western Cape Co-

operative Forum.

Launched last weekend, the
forum is based at the Guguletu
indoor sports complex, where entre-

_ preneurs and co-operative members

are able tomeet. ,

Between 3 000 and 5 000 peoplein
the Western Cape are active in co-
operatives that encompass wine pro-
duction, small-scale farming, the
making of building products,
sewing, home industries, catering
and credit unions, among others.

*oﬂmmmw

The new reglonal forum is affili-
ated to the National Co-operative
Association of South Africa
(NCASA), which is supported by the

+ Canadian International Develop-,

ment Agency and the Canadian Co-
operative Associaiion, <
The national association offers a

" range of support and training ger-

vices to co-operatives countrywide !
and helps members develop markets’
in South Africa and abroad.: _

| busin
&
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said: “I'm very pleased to see a
majority of women in the fornm.
Women understand the impact of
poverty.”

He said the Cape Town Munici-

_pality would assist new entrepre-

-

The new Western Cape forum

will expand existing co-operative .

networks which provide self-
employment for great numbers of
‘women from disadvantaged areas.

The forum is, however, keen to
offer its services to all entrepreneurs
in the province.

At the launch, John Sipamla of
the municipal office in Guguleiu

“neurs with land upgrades, health
‘inspections and other services,

Deputy Mayor of Cape Town
Arthur Jacobs appealed to the forum

to work with the municipality and to ™

observe by-laws.that affect their

_businesses. :

NCASA director Kwedi Mkalipi
said the new forum would consoli-
date ties with co-operatives else-
where in Africa to make people in

that women can indeed make it hap-
Hug..-

He encouraged entrepreneurs to
be diligent and to work together.

In return, he said, they would be
offered business fraining and wotild
benefit from the national associa-

. tion’s contact with co-operatives in
* placessuch as Canada and Kenya.

Among those lining up to
strengthen the new forum was the
Rev Links Mfundisi, who said: “Peo-
ple must take the initiative to
become self-employed. I had R50
when I started my business two
years ago.. '

“] was selling sweets on the road,

this region “less dependent and’_. from home and at school. I later

spoon-fed”.

“Tt is extremely important for us
to have a growing co-operative for
our children — and to show the world

managed to make R400 aday.

“People should start thinking -
and struggling to do things on theijr
own. Nothing comes easy.”
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8y Mongwadi Madiseng

HULA Enterprise Finance reaf-
firmed its commitment to the
development and support of
the small, medium and micio
enterprise  sector by  launching
KhulaStart programme to provide
rural communities with micro credit.

The programme, according to the
Department of Trade and Industry
(DTI), will be an intervention strategy
under Khula Institutional Support Ser-
vices (Kiss) aimed at promoting greater
Jaccess to micro credit by rural commu-
‘Hities.

The programme will be based on a
group-lending methodology and pro-
vide the support for the lower end of
the micro enterprise sector,

KhulaStart would target the histori-
cally disadvantaged communities, par-
ticularly 70 percent of women living in
the rural and peri-urban areas.

Addressing the Masikhulisane
breakfast forum on Friday, Minister of

economic

development of the SMME sector was
a top priority for his department.

He said one of the problems facing
the country was that “we have an
economy with a large potential to
prosper but lacked the capacity to dis-
tribute wealih between its people”.

He emphasised that to create jobs,
the comntry needed both rural and
urban economic activity to sustain the
development of the SMME sector.

Regarding the accessibility to
finance by SMMESs, Erwin said forams
such as Masikhulisane should be
utilised to discuss and share common
concerns,

“We aim to make direct contact
with banks and other financial institu-
tions in the hope that they will respond
to the needs of their customers.”

He said he viewed Khula as the
source of hope for those who wanted to
get into the mainstream business realm
without being denied an opporiunity
because of a lack of collateral,

e to
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bé for
the major banks to teach their business
managers and front line staff to feel
comfortable with big business lending
as with small and medium enterprise
lending,” he said.

Erwin said regulatory revicws had
been implemented to facilitate and
create an environment for the SMMEs
to grow.

“The departments of trade and indus-
tries, finance, and other departments,
together with the Government, are
engaged in a working agent to review the
financial sector to advance the needs of
small businesses,” Erwin said.

Banking Council of South Africa
(BCSA) chairman Bob Tucker said the
concern was about the access to finance
and its affordability by small business
entrepreneurs,

He said the BCSA would support
the sector in mentorship and supportive
programmes and that his organisation
had initiated a RS million pilot project
to serve the SMMES sector.
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isis-hit Nafco

loses top of|c|al

By Isaac Moledi

HE crisis at the National African

Federated Chamber of Com-

merce and Industry deepened

yesterday when the organisa-
tion's chief executive Phillip Machaba
resigned.

Although Machaba could not be
reached for comment yesterday,
sources close to the leadership of the
organisation told Sowetan Business
that Machaba had been disillusioned
with the way the organisation was
run.

“The administration of the organi-
sation is mot up to scratch,” said the
source, adding that Machaba, “as a man
of stature could not tolerate the way
things have been going on. At times
decisions were taken without him
being consulted.”

Machaba's resignation, according

12064/ 9

to the source,
signified  the
unhappiness
most members
of Nafcoc expe-
rience with the
organisation’s

leadership.
Since  the
election in

October  last
year, Nafcoc has
experienced
unhappy  indi-
viduals resigning their positions. .

The crisis within the organisation
surfaced when senior member David
Mokoena resigned from the executive
committee citing, among other rea-
sons, the existence of an unconstitu-
tional executive, the unprincipled con-
duct of some executives and misman-
agement.

Phillip Machaba

Although Nafcoc presndent Steve
Skhosana said Mokoena was back at
his job as secretary general of the
organisation after he was instructed to
do so by the Nafcoc council, the source
said this had not taken place as the
issues involved had not been resolved.

Mokoena yesterday declined to be
drawn into the crisis, saying: “I do not
wani to prejudice myself as my case is
still on.”

Pam Mgulwa, the leader of
Nafcoc’s women’s forum, also handed
in her resignation about two months
ago. The credibility of Nafcoc leader-
ship, which some members claimed
was elected unconstitutionally, was
also in question, the source said.

Skhosana could not be reached for
comment yesterday. His secretary,
Peter Mahlangu, said Skhosana was on
a business trip to India and was
expected back next week.
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EMPOWERMENT company Union Al-
liance] Medla (UAM) plans to list on the
JSE thls month — the first union-owned
company on the boards.

UAM is a subsidiary of Union Alliance

: Holdings, the joint venture trade union

investment company owned by Cosatu
and, Nactu trade unions representing
more than 1.9-million workers.

The listing, a private placing of 150-
million shares, will raise R300-million at
alisting price of R2. Another 100-million
shares could also be issued to vendors

- of underlying companies.

Proceeds will be used to- grow the
UAM group, now comprising 18 media
companies focused or&‘ielevision, radio,

o]

EMPOWERMENT
By  SHERILEE BRIDGE

p

telecoms, advertising, marketing, elec-
tronic media and publishing.

UAM CE Anthony Glass says the com-
pany’s plans to become a “technome-
dia” company are in line with the emer-
gence of a new media industry born out
of the convergence of communication,
technology and content.

During the past two weeks, UAM
launched a brand new dedicated sports
television station and acquired more
than 50% of Tswelopele, producers of
popular television programme Top

Billing.
4
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Summers to hea

Samantha Sharpe

CAPE TOWN — The Ackerman famxly has
loosened its hold on the Pick 'n Pay
group, appointing current MD Sean Sum-
mers to succeed group CE and founder
Raymond Ackerman.

Announcing Pick 'n Pay's results for
the year to February, which showed a bet-
ter than expected 20,3% increase in head-
line earnings to 43,74c a share, Ackerman
said yesterday that Summers’ appoint-
ment marked a significant change in Pick
‘n Pay from a family-owned and managed
business to one managed by profession-
als but owned by the Ackerman family.

The issue of succession has long been
a subject of debate within Pick 'n Pay and
among investors anxious about the or-
ganisation’s direction when Ackerman re-
tires. Conventional wisdom had it that his
son, Gareth, currently a nonexecutive
chairman, would fill the void.

For the moment the group’s founder,
now 68, will remain a “hands-on chair-
man”, with Gareth remaining nonexecu-
tive deputy chairman “to broaden his ex-
periencein the business world”.

Additional nonexecutive directors will

be appointed to the board to
corpotrate governance.

“We have taken a great deal of advice
from the top consultants, including US
based Genus, in this until now limited
field (family business succession), and
listened to the counsel of our long-serving
board of directors before taking the de-
cisive step, which will make us ‘enlight-
ened owners’ of a business managed by
professionals,” Ackerman said.

The Ackerman family will own and
control the group via a family council, un-
derpinned by professional management.
Ackerman senior said this would serve to
empower the group to p]an and act in the

best interests.of all Pick 'n Paystakehold--

ers in thelonger term.

The group would evaluate the issue of
the group’s N-shares at a special board
meeting scheduled for June. If possible,
the unpopular scrip would be done away
with, he said.

Commenting on the latest set of re-
sulis, which showed a 25,6% increase in
operating income to R355,3m on a 14%
rise in turnover to R125bn, Ackerman
said these “conservative earnings” were
particularly pleasing in light of the large

KUBEN DAVID Source: PICK 'N PAY

b 14|49

amount spent on improving stores, staff
training and development, and on capltal
investment in information technology.

The group ended the year with close
to Rlbn in cash in the bank, despite this
capital outlay, with its stated intention of
expanding the business internationally
still on track and management continuing
to assess opportunities.

Of Pick 'n Pay’s ill-fated joint venture
agreement with Shelt in the Philippines,
he said this would not deter the group
from expanding internationally, with the
venture terminated at a cost well below
what was budgeted. “Following this expe-
rience it is still our desire to expand our
business internationaily.”

Summers said Pick 'n Pay’s financial
services division had improved signifi-
cantly on the previous year’s perfor-
mance, with hopes that the division
would swing into profit in the new finan-
cial year. Stock levels, particularly in the
nornifoods and general merchandise areas,
had been greatly improved compared
with the previous financial year.

Pick 'n Pay increased its total dividend
24% to 27,6c a share in the period under
review,

%’101( n Pay
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‘Black wointi wins roadworks contract ©
Cape Town Internatioiial Airport had awarded two roadworks
contriacts to a black woman who started an asphalting company.

(Acsa) anpiounced yesterday. ’

The company, Samru Aspﬁalf, s managed by Ruth Jones and
Poasts & per;gap,entwquforce of 15 people, Hennie Taljaard,

more thari two yéars ago, the k?xinc-ts Igimpany of South Africa
man:

Airport, said the agreemem-signalled'ﬁ{e’ coming of age of th

company’s sustained black economic empowerment policy- {\

.- %It is the first {ime that'such a project is fully executed by

i
I
A
3

N

. Acsa’s regional genéral manager at Capeé Town International \&

eme;'ging.cbn$uitants'and contractots,” e said, The new project

cornprised the réhabilitation of & service'road and the widening N

of thie road between the international and domestic terminals.

" Aspartof its conimitmeht to economic empowerment and
affirmative actior, Acsa would spend almost Rl miltion inthe
éurrentfinancial year-on training alone, Taljaard said. In <

_addition, 89 bursaries were awarded to airport staff last year.
. 4These initiatives aré all part of our progressive personnel
developmient; programme 0 create a company which reflects the
composition of‘the commuhities we serve,” Taljaard said. -
Sepng:Cape Town . '

*
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PICK °'N PAY

ATTA MAN ACKERMAN — LONG
LIVE THE KING @0) A AMEL

This crown is no family heirloor; it has to fit

hen chairman Raymond Ackerman

on Monday extended his hand of-
ficially to congratulate incoming CEO Sean
Summers, it was a rare and dramatic
moment in the history of SA business.
Rare because here was a godfathet hand-
ing over his empire to one not in his
family. Dramatic because it marked the
end of Ackerman's long inner struggle to
make the decision,

Summers has been with Pick 'm Pay
throughout his business career. He has
made it up from the lowest rungs of the
organisation through his enthusiasm and
ability. But it is sad for the Ackerman
family that one of them does not have
everyday control of the company.

In many ways the appointment should
also serve as an inspiration for everyone
in the sprawling Pick 'n Pay empire and
without it.

Ackerman is to remain as chairman with
his son Gareth as deputy chairman. Both
are non-executive positions,

Investors, anyway, needn’t have
mixed feelings. Results for the year
ended February 28 1999 are better
than most believed was achiev-
able in the poor economic climate
over the past 18 months.

Turnover improved by an im-
pressive 14% but includes the
opening of 12 new “Family”
stores, six corporate stores, 11
new Score stores and 36 new
Score franchised stores. On a
like-for-like  basis,
Summers says, the
turnover  increase
was 10%. That still
represents  healthy
real growth. More
telling, however, 1s
the significant gain §
in market share this
result  represents.
There is every indi- |
cation that Pick 'n
Pay is scooping
much of the market
share that
Shoprite/Check-
ers/OK Bazaars is

dhy-enirenched in the J:

ound 990¢.

| Solidy exiren
losing price chort overlaid by speedlines, it seems thers's no
opping Pick 'n Pay in Iis rise fo the next resistance Jevel at

losing. The 26% tise in trading income
represents another feather in Summers’
cap. For some time Ackerman has main-
tained the group is well on the way to a 3%
ratio of operating income to turnover.
Having sprung from 2,58% to 2,84%, it is
almost there.

Even more indicative of success on the
shop floor is the 11,1% increase in trading
margin.

with competition about as strong as it
can get and with mark-ups minimised,
Summers is obviously squeezing efficien-
cies from all the group's enterprises — a
process, he says, that can continue for
another five to eight years.

Another impressive aspect of the group
is its huge net cash flow from operations,

e

PN

1006 §%
1907 ¢
1898

190 ]
Tehy 1480 283

Atiribi?  Headiina

£ Trading S5AH
S income Woprafit’  EPS

Y FLENSY

Bag 2901 Naiaas

which this year was R498m. After in-
vestment in equipment of R365m, spent
mostly on opening new stores, refurbish-
ment costs and information technology,
the group still managed to end the year
with R915m cash, unchanged from 1998.

Having struggled to recover from its
1995 low of under 300c, Pick 'n Pay's
share price recovered sufficiently to record
a high of 1 010c in April last year.

That rise came after Summers’ appoint-
ment as MD of Pick 'n Pay's retailing
operations and the "Vuselela” motivational
and “Get Fresh” campaigns that he and his
top management team designed. It took a
while before analysts and investors re-
alised just how powerful these would
prove, but the evident turnaround con-
vinced most about the group’s ability to
sustain rising earnings.

Then came the midyear market slip; the
share retreated to 330c at end-September.

Since then, it has recovered strongly and
these results show why the group is again
among the darlings of the retail sector.

There is every reason for believing that
Pick 'n Pay's eamings will continue to
strengthen in the years ahead even with-
out any international acquisitions, mergers
or joint ventures. The failure of the trial
venture in the Philippines with Shell is no
reflection of Pick 'n Pay’s success or ability
in the international arena. It is rather a
pointer to the Ackerman/Summers con-
servatism and resolve to ensure success

instead of taking a gamble.

Summers expects Pick 'n Pay to re-
turn a 15%-plus earnings increase in
financial year 2000. That will take
EPS to 50,3c. At 800c, the share is
trading on an undemanding p:e
of 15,9. As long as the stock
market holds firm, it should be
acquired.
Raymond Ackerman can look
back on his career at the helm
of Pick 'n Pay with
great  satisfaction.
He has achieved
much But he can be |
particularly  proud
that his leadership
i has created the
space for people of
calibre 1o thrive

RO )

“per share’
{) ., 'le}

1685 903 By
2285 i3E0 | What  will  be
746 wmmg s Y interesting  is  the
035 22,2 % market's reaction to

wu i b Summers  Chances
ws mam am G are he's already
i been factored into

i the share price
: Berald Hirshon
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FIVE SA companies have
joined the Commonwealth
Biisiness Council set up by
12 global companies to
take advantage of opportu-
nities in private sector
trade and investiments in
the Commonwealth,

The council is a mem-
bership-based organisa-
tion with corporate mem-
bers directing and funding
their work, It is chaired by
the UK's Lord Cairns with
Johnnic chairman Cyril
Ramaphosa as his deputy.

Some of the interna-
tional companies involved
insthe council are Ghana's
Uniliver, Australia's West-
ern Mining Corporation,
India’s Bajaj Auto, Malay-
sia’s Simedarby Berhad,
National Bank “of Kenya
and Canada’s SNC-Lvalin.

Director-general Mo-
han Kaul said yesterday
that Absa, Transnet, De
Beers Corporation, Anglo
American Corporation and
SA Breweries had become
carporate council mem-
bers. Discussions were un-
der way with other SA
companies which had
shown an interest in be-
coming members, |

~{*The value to"SA busi- .
nesses of a private séotor
Commonwealth network ist
particularly significant giy-
en that I8 of the Common:
wealth’s 54 member states
are in Africa,” he said,

Trade ‘with Common--
wealth countries made up
more than : 20%  ofiSA’s
overallrade. 74,

The council's’closg're-
lationship, with Comnibn-
wealth governments and
institution's énabled it to
present policy recommen-
dations souréed from the-
Private, sector to govern-
ments and agencies, ‘

‘The council aiso host-
ed: the Commonwealth '
Business Forum, an annual
event bringing together
politicians and business
leaders from -throughout
the Commobnivealth to en-
courage its development
as a powerful global net-
work for trade and invest-
ment, hesaid. ¢
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Ex-cons to get

g

By Wilson Ramothata

1E BEconomic Opportunities Project (ECP),

which is an empowerment scheme of the

National - Institute for Crime Prevention

and Rehabilitation of Offenders (Nicro),
has embarked on a small business development
programme aimed at training former convicts to
re-establish  themselves in the mainstream
economy.

The project, which is run in conjunction with
the comectional services department also targets
victims of crime, including abused women and
families of offenders, some of whom find it
extremely difficult to earn a living in a highly com-
petitive environment after their ordeals.

The project's social development officer Jabu-
lani Ndiovu told Sowetan Business yesterday that
their trainees were taught skills to start and manage
small businesses.

In Gauteng the project is run from offices in
Mofolo, Soweto; the Vaal Triangle; Germiston;
Johannesburg and Pretoria.

“We are flexible. The project offers business
training, 1_11icro-loan scheme monitoring as well as

sihess b

9

business monitoring,” said Ndlovu,

After completing the course, said Ndlovu, the
trainees were offered financial assistance by Nicro
Enterprise Finance (NEF) to start their own small
establishments.

“NEF will fully support the owner of the busi-
ness to enhance his ideas. It is also flexible enough
to consider the support of groups of people who
would like to start their business collectively.”

He said since the establishment of the project in
1998 many former convicts had received training,

According to project manager Bongani Nhlapo
as many as 230 former offenders in Gauteng have
successfully ventured into small businesses. The
successfisl new businessmen are entering many
business including running spaza shops, running
juice manufacturing units and even making steel
gates and burgler-proofing.

The trainees receive a start-up loan of R750 and
when their businesses grow, they can apply for a
Targer amount. This continues until they qualify for
an amount of R6 000 depending on the size of their
businesses.

The loan is re-payable over six months
depending on the amount granted.

ost
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Questions could be raised about membership benefits a

THE 10th anniversary celebration of the
Foundation for African Business and Con-
sumer Services (Fabcos) next month
could raise some critical questions on
membership benefits and the relevance
of such a national body in the millenniurm.

Fabcos executive director David
Moshapalo said yesterday that the organ-
isation would be holding its annual gen-
eral meeting in Durban between May 16
and May 18.

Under the theme “From a decade of
empowerment into a millennium of deliv-
ery", speakers invited include Deputy
President Thabo Mbeki, New Africa In-
vestments deputy chairman Dikgang
Moserieke and Strini Moodley, formerly of
the Azanian Peoples’ Organisation.

Moshapalo said the speakers for the
AGM were carefully chosen as these three
were at the launch of Fabcos 10 years ago.

Outsiders view this year's Fabcos
.Bmmzmm,m as crucial and a turning point for
.. the organisation/ Mbeki, who criticised

the National African Federated Chamber
of Commerce and Business (Nafcoc) to-
gether with other black business organ-
isations (including Fabcos) during Naf-
coc's 34th annual general conference last
year for not intervening effectively in mat-
ters that affected the economic and po-
litical climate of the country, could reit-
erate his call to Fabcos. _

Fabcos’s executive committee is con-
fident that with what the organisation has
achieved over the past 10 years on behalf
of its members, it is time to provide the
fruits of the organisation’s labour of the
last decade to its constituency.

The organisation was founded by the
Black Consumer Union — the largest non-
political black body — the 5A Black Taxi
Association (Sabta), the National Hawk-
ers Assoclation, the Association of
Stokvels, the African Builders Association

and Sechaba Siswe, a group of small-gen-
eraldealers in Soweto and thé East Rand. = -
Over’the last decade the organisation

O

has gone through a number of restructur-
ing processes which has seen a number of
small groups and the black Consumer
Union, now the African Consumer Coun-
cil, breaking ranks with Fabcos.

Several founding Fabcos leaders, in-
cluding businessman Gaby Mogomola,
Jabu Mabuza and former Sabta chairman
James Chapman, leit the organisation in
the midst of what was then termed a pow-
er struggle,

Fabcos president Reggie Hlongwane's
term ends this year, with a new executive
to be announced during the conference.

Despite the organisation’s difficulties
— executive members agree that the or-
ganisation has persevered — it is a mem-
ber of Business SA.

In the past two years the organisation
has formed a structure which includes

.“Fabcos Trust, a section 21 company and

-an'investment company, Fabvest.
' _Fabvest’s financial advisers, Standard

‘Chartered and MerchantBank, have put

rthday

nd relevance, writes Patrick Wa

Fabvest’s current portfolio — which in-
cludes a variety of investments in listed
and unlisted companies — at more than
R450m, which equates to a net asset value
of R1,62¢ a share. w
Fabvest CEO Ashley Mabogoane said
one of the highlights of this year’s Fabcos
conference would be the organisation's
share scheme targeted at its members.
The aim of the scheme was for Fabcos
members to benefit from the future
growth of its investment arm, Fabvest.
“Fabcos’s vision has always been to
become a leading economic empower-
ment business in the fields of economic
growth and development, job creation
and wealth distribution to the broadest
disadvantaged black communities.”
Mabogoane said there was no mini-
mum number of shares that had to be sub-
scribed for in terms of the share offers.
The prospectus would run for three
months inviting members to subscribe in
the share schemé.”

=
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By Wilson Ramothata

IN a bid to encourage ex-convicts to
transform their lives, the National Insti-
tute for Crime Prevention and Rehabili-
tation of Offenders (Nicro} has
embarked on a programme to involve
them in the mainstream economy.

Through its empowerment scheme,
the Economic Opportunities Project
(EOP), it has set up a small business
development programme
training former prisoners.

The project, which is run in conjunc-
tien with the Department of Correctional
Services, also targets victims of crime,
including abused women and the fami-
lies of offenders.

The project’s social development
officer, Jabulani Ndlovu, told Sowetan
that the trainees were taught how to start
and manage their own small businesses.

In Gauteng the project is run from
offices in Mofolo, Soweto, the Vaal Tri-
angle, Germiston, Johannesburg and Pre-
toria. The proiect is also being conducted
in Cape Town, Durban, Kimberley and
Bloemfontein. .

Business monltoring

The two-year course is made up of theory
and hands-on training. “We are flexible in
training. The project offers business
training, micro-loan schemes and business
monitoring,” said Ndlovu.

After successfully completing the
course, he said, trainees were offered
financial assistance by Nicro’s financing
wing, Nicro Enterprise Finance (NEF),
to start their own small establishments.

“NEF will fully support the owner of
a business to enhance his ideas and will
also consider support for groups of
people who would like to start a business
collectively,” said Ndlovu,

He said many released from prison
have already been trained.

Ndhlovu added: *“We also focus our
training programmes on unemployed
people.”

According to the project manager,
Bongani Nhlapo, 453 ex-offenders in
Gauteng have been trained since the pro-
ject started. Of the total number, 230
have successfully ventured into small
businesses.

These include running spaza shops,

aimed at’

"

D

TS

nvict
<wma\—»\wm
11

Bongani Mdlalose at the Nico centre In Soweto glves former men and women convicts lessons In small

business survival courses.

manufacturing juice and manufacturirig
steel gates and burglar-bars.

The trainees receive a start-up loan of
R75Q. Once their businesses grow, entre-
preneurs can apply for a bigger amount
until they qualify for an amount of
R6 000, depending on the size of their
businesses.

NEF loan officer Kevin Govender
said that to gualify for loans, applicants
needed to provide a sustainable business

idea, a description of the envisaged
business, identity documents, a
fixed address, a quotation for equip-
ment, a R30 membership fee and a
bank account. :
“The National Strategy for the

PIC: MBUZENI ZULU

Una_‘m_o?.nmun of Small Businesses
in South Africa outlined the vision
that the small business sector is the
driving force behind job creation,”
said Govender.

“NEF intends to contribute

towards this vision through the pro-
vision of micro-loans. NEF there-
fore provides the building capacity
to increase the development of the
small business sector.

“It is our aim to ensure that our
clients become economically inde-
pendent and lead constructive
lives.”

Ndlovu said trainees were also
being introduced to the steps to
starting their own business.

Methods such as such as testing
their business ideas, marketing
investigation, how to run establish-
ments practically, costing - and

‘bookkeeping are taught.

He said the project was run with
the help of the offender reintegra-
tion team, which is made up of
social workers who occasionally

. visit prisons to counisel prisoners

upox their release.

Meaningful no:i_:_.ﬁo‘m

“They are then referred to the EOP
for interviews to determine their
skills interest or what type of busi-
ness they can be fitted into,” he said.
The idea behind the EOP project,
said Nhlapo, was the special inte-
gration of ex-offenders into society
as meaningful contributors in their
communities. As part of EOP’s
monitoring system, Nhlapo said it
offered an after-care programme to
ensure that their members ran their
businesses profitably.

“The service provides ongoing
business support to emerging entre-
preneurs throughout the growth and
development of their businesses,”
he said.

Nicro has sub-offices in
Alexandra . Meadowlands
(Soweto), Katlehong (East Rand),
Kagiso (near Krugersdorp) and
Tembisa (East Rand).

@® Nicro can be contacted for
more information at its head office
at (011) 336-5236.
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ILLEM Grobler 1s no longer a
policeman, but he still spends
. at least two days a week
enforcing the law. Grobler,
now brand protection manag-
er of the %A subsidiary of Lewi Strauss,
prowls flea markets, hawkers’ stalls and oth-
er ofi-the-beatentrack retail outlets n
search of jeans, belts and shirts that carry
the famous red Lew's trademark, but are in
reality cheap knock-offs of the real thing.

His efforts have borne fruit. Using Grob-
ler’s own research, information gathered by
student employees posing as shoppers, and
tip-oifs from retailers, police and customs of-
ficials have seized more than 5 000 counter-
feit Levi products over the past four years
and launched about 60 prosecutions.

“We have very few complaints from our
customers on counterfeit products, espe-
clally jeans,” Grobler says. “We've tried to
get the message across that you don't mess
with Levi Strauss.”

Levi's is a rare success story. The makers
of many other wellknown brands — from
Reebok shoes and Rolex watches to Surf and
Omo washing powder — fee} they are fight-
ing a losing battle against a flood of knock-
offs that use their names and trademarks,
but are in reality cheap, low-quality imita-
tions.

The prablem is a worldwide one. It has
been exacerbated by a fundamental shift in
the way many products are marketed. Busi-
nesses have increasingly realised the vajue
of their brands to the point where a prod-
ugt's name — rather than quality or price —
is what grabs shoppers' attention,

The extent of the problem can be gauged
from a display case in the boardroom of
Hamiiton Whitton, a Sandton-based consul-
tancy that specialises in fighting counterfeit-
ing. The products behind the glass include
about a dozen types of running shoes, eaps,
T-shirts, medicines, software, compact
disks, watches — and Omo and Surf,

Lee Dutton, Hamilton Whitton's MD, links
the growth in counterfeiting in SA to a broad-
er social climate that tolerates evasion of
taxes and customs duties, capital itight,
abuse of official permits and trafficking in

stolen goods. “The environment was con-

TaRileds e ALV

Many well-known brands feel th

w

ducive for counterfeit goods to come io”
Dutton says, singling out the former home-
lands as particular trouble Spots.

China Is suspected of being the biggest
supplier, with rising numbers of Chinese
immigrants tsing counterfeit trade as a
means of moving capital abroad. )

Other migrants, including Senegalese,
Somalis and Nigerians, are also said to be
active in street trade, ¢

A concerted clampdown began to take
shape in the second half of 1997. Members of
the Anti-Counterfeit Coalition, a business
grouping set up in July 1997, spent R150 000
a month te try to stamp out the counterfeit
trade, Ross Smith, coalition chairman, esti-
mates that police seized more than R100m
worth of knock-offs in those six months.

However, much of the progress made
then appears to have unravelled.

Ironically, the blame is put on a new law
that was designed to strengthen the hand of
brand holders and the authorities,
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ey arefighting a losing battle against a flood of knock-offs usingthejrnames.

The Counterfeit Goods Act, which came
into lorce jn January 1998, gives brand hold-
ers and law enforcement authorities wide
powers to search premises and seize items
that are “substantially identical copies™ of
goods “featuring, hearing, embodying or
incorporating the subject matter of an intel-
lectual property right™. It provides for stiff
penalties, including fines of up to R5 000 a
counterfeit item for a first offence and
R10 000 per item for a second offence. (The
law also provides for lighter sentences for
traders who suppiy details of their sources.}

Two linchpins of the act have yet to be
implemented. One is the appointment of
imspectors (other than police and customs
officers) with the power to seize counterfeit
goods. The other is the designation of coun-
terfeit goods depots, where seized articles
can be secured pending prosecutions.

Says Dutton: “We can’t use the Counter
feit Goods Act until inspectors and depots
arein place.”
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Brand holders blame government and
especially the department of trade and in-
dustry which, under the act, has taken over
prime responsibility for the fight against
counterfeit goods. Smith says “you had dif-
ferences of opinion bétween different agen-
cles. Nobody wanted to take ovwmership.”

The department’s response has been that
it does not have the resources to appoint
inspectors and set updepots. -

Business has become sufficiently desper-
ate that it has proposed setting up a priv-

- ately funded section 21.(not for profit) com-

pany to take over the warehousing and
inspection functions. (The reason for the
Section 21 proposal is to avoid accusations
that the brand holders have undue influence
over the legal process.) Tobaceco group Rem-
brandt has oftered financial backing for the
company for an initial two-year period.
Under the proposal three warehouses
would be set up initially in Alberton, Mobent
in KwaznleNatal and near Cape Town air-

with merchants of fakery

The fight against counterfeit goods has made some inroads but seems to have missed the big fish, w

“
w
port. Inspectors would be employees of the -
warehouses. [
In the absence of officially sanctioned |
warehouses and inspectors, brand holders
are falling back on more traditional enforce-
ment methods and on their own ingenuity, |
Ron Wheeldon, partoer at law firm Webber '
Wentzel Bowens and chairman of the rec- '
ently formed Licensing Industry of SA, says !
his clients are now relying on common law, :
such as fraud, to pursue counterfeit traders.
Another tactic has been to question the |
custams value of goods suspected of being |
imitations. For instance, customs officials
Are likely to query a consignment of “Seiko™ .M
watches valued at R100 each and instead
impose duties based on much higher values.
Police and customs officials are contin-
ning to raid traders and seize bootleg prod-

~-~yets. 'aids on stalls at the Rand Easter Show, ‘

omhehalf of the Premier Soccer League, net-
ted amestimated RI00000 in counterfeit
shirts, capsand other items.

Joe Ndhlela, the saccer league's chief
executive, says: “My teams are [osing money
and 'm not preparéd-to ailow this illegal
activity to continue unchallenged.” Ndhlela )
echoes several brand holdersipraise for the j
co-operative attitude of the police.. h

SA Revemue Service E<nm:mw33: have
been drawn into the campaign of the
assumption that many traders in counterfeit
goods can also be nahbed for evading taxes, .ﬁ

Tip-offs often provide useful clues. Brand -
holders rely heavily on information from rep-’ i
utable retailers, who are also victims of _
counterfeiters. in the US the Business Soft-"
ware Alliance launched an advertising cam- %
paign two years ago €ncouraging workers to!
phone a toll-free number to report software k
piracy in their own firms. The ads carried the 7|
blunt slogan “Nail Your Boss™. ‘

Customs officials can check only a frac-
tion of shipments entering the country and '
much counterfeiting is thought to be n the
hands of sophisticated crime syndicates. |

Most of all, brand holders depend on con-
sumer awareness to stamp out the counter-
feit market. Smith, who is also finance direc- -
tor of Nike's local subsidiary, points out that
“you can't go to a flea market and expect to
buy a pair of genuine Nike shoes”.
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AS THE bus strike ended this week, wage negoli agreed on an 8,5% increase with the referral of a
tiations moved into top gear in several major sec-”~ number of contentious issues such as working
tors of the economy:. . hours to binding arbitration.

Labour consultants said yesterday that the ;- The wage dispute in the securlty industry re-

election would not alfect the overall cutcome of w, mains.unresolved after five months of tatks and

r#Awdge negotiations except for possibly delaying g:umerous meetings held’ under the auspices of
#Htheir finalisation. “Workers are not going to re-ji. the Conimission for Conciliation Mediation and

mm:nmoﬂ__._nqmmmmn:m_qmuumﬁngmEwmawmmm.,w>~§c.unc=Ann_sa..;wrm.mw:mw.mg:mzmmnon:m
mificant degree in the vast majority of companies ' dispute centred on an assurance from employers
. because of the election,” a consultant said. . that a reduction inl working hours would not lead
' It was generally felt that wage talks had mnmz._nm. to a corresponding réedifetion in wages.

ed later than usual. This, sources said, could bea " 1
manifestation efther of union apathy due to job  in principle, butihave. instéad ‘increased their
losses or being too involved in electioneering, - wage offer from 7,5%tp 9% 5%, ~ -

They anticipated that a spate of disputes.could The Basic Conditions of 'Em-

- o s

materialise after the election. . . ployment Act protidés thitthe se-

Employers wer2 hot preparéd to agree to this’

working hours from 54 to 45 from December.
Wage talks between the Chamber of Mines

and the National Union of Mineworkers begin

next week. The union has called for a 25% in-

- crease, a minimum wage between Rl .mc_o.m_._n_

R2 000 and other demands.
" Negotiations between the vnion and De Beers
are expected to start later this week. T

Wage negotiations in the metal industry are
set to continue next week. Employers have of-
fered 5% while unions, including the National
Union of Metalworkers of SA, have demanded an
inflation increase plus 4%. It is understood that
consideration will be given to a two-year wage

Mining, metal and retail wage talks move into top gear

The election is not mxnmqan wo‘.m:mn:g. outcome, but other issues could emerge after ,.Ezm 2, writes Reneé Grawitzky

_dealin the metal industry this year.

Labour consujtants warned that longer-term
wage agreemenfs appeared to be the route that
many sectors were considering. However, this
route might not be appropriate for employers in
sectors such as retail, which has recently faced a
spate of mergers and company restructuring.

The SA Commercial Catering and Allied Work-
ers’ Union is in talks with retailers such as Pick 'n

Pay, ShopriteCheckers and Game-Dion. The
union is demanding a minimum Increase of R200

across the board.
It achieved this increase in a two-year settle-
ment with Morkels. '

The deal struck between bus companies and* curity industry redee its working
transport unions at the weekend is the only sig-. week from 60-hours to 55 hours ||
nificant settlement to emerge so far this year. béginning in December this year. +
During the strike, management offered 7% while’~  The mining industry will also
the unions demanded a 10% incréase. Parties be required to reduce its weekly

i
“«  we o
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DP wants to cut red tapé for P_gs' ess

I-'fg_grl Sebolao

THE Democratic Party (DP) has
proposed the deregulation of
Gauteng's business environment
to cut red tape when it comes to
the establishment of  small
businesses,

The party claimed the dereg-
ulation, which it proposed in its
recently launched provincial job
creation policy, would reduce the
costs of doing business in the
province, thereby promoting
growth, jobs and prosperity.

It would also draw the grow-
ing informal sector ¢loser to the
1.

mainstream economy so that it
could be incorporated into the
tax base of the province,

The party also proposed “ur-
ban renewal zones” where the ac-
tivities of the informal sector
were channelled into areas and
modes of business that would ex-
tend their scope. This would get
hawkers off the street and reduce
urban blight, it said in the
proposal.

The DP’s provincial manifesto
also proposed reducing provin-
cial departments from 10 to six .

“Not only will this immediate-
ly create cost saving of R4m an-

nually, the Gauteng taxpayer will
no longer be burdened by the
salaries of four superfluous
MECs,” the document said.

Privatising municipal ser-
vices, declaring certain local ar-
eas freetrade zones, setting up
“one stop licensing shops” for
those wishing to open small busi-
nesses and amending labour leg-
islation would also help stimulate
growth in the province.

The party said it would fight
to amend the Labour Relations
Act so that employers in certain
geographical areas were exempt-
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Weeding out the legal
snags for small busmess"'
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Lack of finance, not labour law, is the problem, wntesJuhn Dludlu'™ o

ONE of the most important chal-
lenges facing the next SA administra-
tion will be to weed out — once and

for all —the regulatory impediments

that hamper the development of the
dmall business development sector
in this country.

When the-Nelson Mandela admin-
istration took office in 1994, it for-
mulated the national small business
development strategy. This was a
first in the country’s history.

Apart from providing for the
financial and nonfinancial support
for smaller firms, as well as the in-
stitutional framework the law pro-
vided for support programmes, this
strategy made provision for a review
process that would identify “unduly
restrictive or inappropriate legisla-
tive and regulatory conditions” that
constrain the development and
growth of small business.

In a recent interview, Deputy
Trade and Industry Minister
Phumzile Mlambo-Ngcuka said the
review should have been conducted
by the National Small Business Coun-
cil, supposedly the voice of small
business, lobbying government on
the sector’'s behalf. Now the council
is being liquidated.

However, Mlambo-Ngcuka says
the council, which will have to be re-
placed by the new government, ne-
glected its lobbying function, and de-
cided to duplicate other less “ab-
stract” tasks being performed by
other agencies.

The council’s departure from its
mandate prompted government,
through the centre for small busi-
ness promotion with Nitsika, the
state agency that provides non-
financial support to smail business,
to carry out the legislative review.

This legislative review, which co-
incided with the mid-term review of
the entire small business develop-
ment strategy, was conducted
through task teams.

These task teams looked at a
range of subjects within the scope of
“unduly restrictive conditions”.

This included a review of the tax
structure; access to finance; the ef-
fect of the labour law regime on the
small business sector; business
trade; property and land ownership;
and procurement policies.

Mlambo-Ngcuka says the process
identified access to finance as the
most overriding hurdle for the

growth of small business sector —
not so much the oft-cited harm done
by labour legislation.

According to a discussion paper
that will form the basis of recom-
mendations to the next government,
access to loan finance has been iden-

-tified as a critical need for the de-

velopment of the sector.

Access to loan funding is compli-
cated by the banks’ collateral re-
quirements. In remarks reflecting
government’s growing impatience
with what Pretoria sees as an
“unimaginative” banking industry,
Trade and Industry Minister Alec
Erwin lashed out at this excuse, say-
ing that the insistence on collateral
represents “laziness” by the banks.

Part of addressing this “collater--

al” obstacle would be via the soon-
to-be launched National Empower-
ment Fund, which will seek to broad-
en ownership of share and other eco-
nomic assets by blacks.

It is envisaged that the trust,
which government is planning to
launch before SA’s second all-race
election, will enable its beneficiaries
— those who weYe previously disad-
vantaged by the country’s apartheid

. laws -— to use their assets as collat-

eral, Mlambo-Ngcukahassaid.  +
Interestingly, one of the solutions
mooted is the idea of “community
reinvestment” laws, modeiled on the
US experience. '
This idea is based on the logic

'that banks have an obligation to sup- '

port the communities they operate
in. Banks are rated according to how
they fare in lending to low-income

communities. The rating is consid-

ered when banks apply for, say ex-
pansion, from regulators and gov-
ernment business.

To coach banks in lending to this
sector, an idea which seems to have
been embraced by some of the po-
litical higher-ups at the trade and in-
dustry department, it was suggested
that banks be required to disclose
their lending patterns. This disclo-
sure should go wider than just for
their mortgage business.

Naturally, government is pro-
ceeding with caution in entertaining
discussions on the effect of labour
legislation. A balance has to be
struck between protecting workers’
rights and the ability of small busi-
nesses tocompete.

Sensibly, Mlambo-Ngcuka has

*  Theadvantage of this approach 5
"that it tackles problematic are;
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hinted strongly that the case for Qm
blanket exemption of small busine# 2 ie
from the labour law regime appeﬁ’f"a.1 1
weak, but she has indicated that g&rf1
ernment will keep an open mind.
Sources within the departmédj !‘i
say government is likely to go lof, a b8
middle-of-the-road option in Iabmi‘r
law. This approach suggests tHdl" %
ceftain —not all— aspects of labdqi’ 2
lav are problematic for the sector’!
Where thereisa case forach E
in law or an exémption, one will A
granted for small business. ' “-‘q

i:\

“without undermining the philosog 54

- gaining councils provided for in ttid o
“labour relations law, and worfig®H

small entrepreneurs.

ical approach of law toall employeélé’ 9
and employers.

Crucially, Mlambo-Ngcuka, who‘
warns that many exemptions g’
blunt the effect of alaw, says ther&i§® "
an understanding with the lab&{if;
ministry that to °the extent that‘tﬁg'1
want exemptions, they will be williit
to look into a well structured and 1
searched request (forsuch)”.  "V##

Among the present labour Iaﬁ?’a
problem areas identified are: cbri®
cerns that the sector lacks the fungd®tl
and time to represent itself in bapy

that these councils may impose cst- 22

Iy wage agreements on small firms.” 41

The review also showed tﬁaYL”
although government departme
were sourcing more from servié
and products from small busmé!sHPW
late payments by departments wépgsilt d
putting pressure on the cashllow_s'!m
With the review now compléfe, ® i

the serious test for the next govék;ﬁ'ﬂ
ment will be its willingness to wee?W
out the regulatory and legislativé'®

factors that impede the growth of

small business, and to carry out this ...
red tape scan moreregularly.
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YESTERDAY’S lead report :m
electioneering in the'workplace
stated that attempts to contagt
affected companies had been
unsuccessful. In fact, the cond-
panies mentioned were coﬂ-'
taciued for comment. ‘
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SkhoSdha calls for

chamber legislation

By Shadrack Mashalaba

NATIONAL  African  Federated
Chamber of Commerce president Steve
Skhosana has called for legislation to
make it mandatory for businesses to
affiliate to chambers.

. LJ,{'xddressmg the National Industrial

Chamber (NIC}  conference in
Kempton Park yesterday, Skhosana
argued that there werc some associa-
tions that still perpetuated policies con-
trary to the new democratic order.

Skhosana said there was no unity of
purpose in regard to economic policy
of the country from business.

“The role of SMMEs in economic
growth — where will we be in the year
20007 is the theme of the conference
which ends today.

#"Skhosana said making it mandatory
for business people to affiliate would
enhance the economic debate and har-
ness the country to focus on real eco-
nomic problems facing South Aftica.

Austria, Germany and Mexico were
some of countries where chamber affil-
iation was mandatory, Skhosana said.

“[s it not about time that all South
Africans sit down and discuss manda-
tory chamber membershlp in an
attempt to give vision to the country?”
he asked.

Skhosana also called for the urgent
hosting of an “Economic Codesa” to
discuss the issue of business associa-
tions in South Africa.

“It i ‘quite disturbing if one busi-
ness organisation goes on a trade mis-

sion to London and paints a gloomy
picture of South Africa while the other
association undertakes a trade mission
to Angola and portrays a glossy picture
of the same country.

“It is a shame when some organisa-
tions of transformation support racial
division or an economic policy that
desires local companies to list in the
London Stock Exchange when other
countries preach patriotism and promo-
tion of their national economy to alle-
viate the problems facing their
country,” Skhosana said.

In his address Khula chief executive
Sizwe Tati said while the small busi-
ness was faced with lack of access to
capital, - there were challenges that
needed to be overcome.

He said South Africa comes from a
“laager” economic dispensation char-
acterised by protectionist tendencies
which saw the creation of monopolistic
tendencies and this resulted in ineffi-
ciencigs.

He said the success of South
Africa’s economy would be measured
by the extent of assistance given to
manufacturing entities. Khula sup-
ported all attempts to force financial
institutions to disclose information in
regard to small business lending.

“South Africa does not lack capital.
The problem is that capital is held by a
few people whose interests are not in
tandem with those of the majority.
These institutions need to transform
and put in place people who can relate
to those in need,” Tati said.



-~ NEWS

Black business ‘must outgrownempowermeny’
) )

Lestey van DurreLen

Durban - If black business was
to survive and be taken serious-
ly it had to move from empower-
ment to delivery,

"This was the challenge deliv-
ered by Peter Miller, the KwaZu-
lu Natal minister of finance and
local government, to delegates
yesterday at the annual
congress of the Foundation for
African Business and Consumer
Services in Durban.

With a congress theme From
a Decade of Empowerment to a
Millennium of Delivery, black
business was clearly leaving the
past behind and Jooking to the
future in an increasingly com-
petitive environment, Miller
said,

Empowerment had been a
necessary phase, but it had its
downside. Black businessmen
had become inward-looking,
relying on external patronage
and support, especially from the
government.

They had been acquisitive
rather than productive, more
concerned about what they
could get out of the economy
than what they could give, he
said. The emphasis on enjoying
the fruits of empowerment had
led to an inereasingly uncompet-
itive situation in the disadvan-
taged sector of the economy.

Miller said his words were

DELIVER OR DIE jacob Zuma, the provincial ministe

r of econemic affairs, gives the same ‘harsh’ message

er (k)3

(20}

to biack business fwo weeks ago that Peter Miller delivered yesterday in Durban

“harsh”, but they echoed those
of Jacob Zuma, the provincial
minister of economic affairs
and tourism, at a conference two
weeks before.

To deliver, the South African
economy had to grow at between
4 and 5 percent and would need
both the government and busi-
ness to give it a hand.

The business sector had to

become more productive and
competitive in world terms. It
had to keep up with techno-
logical changes in delivering
higher-quality products and ser-
vices while bringing down costs
and improving profits.

Black business could not
afford to miss the stampede to
world globalisation.

The government was doing

“brilliantly” on monetary and
fiscal discipline. But it fell down
on cutting consumption as a por-
tion of gross domestic product.

It needed to introduce
greater market flexibility and
give more attention to reducing
tax. It also heeded to speed up
the privatisation of state assets
and further reduce exchange
controls,
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"Saécawﬁﬂand Ed

Frank Nxumalo

LABOUR EDITOR

i Johannesburg - The South

African Commercial Catering
and Allied Workers Union (Sac-
cawu) and Edgars had signed a
two-year wage agreement after
only three days of negotiations,
with a 9 percent increase and a
minimum pay rise of R200
agreed«for both thjs year and
next, t}ge ret aller saui vesterday.
"Thewag afre ment between
Edgarsi ,and b?accawu is confirma-

tion of & new matur‘it’fy inthe rela-
thl‘lShlp between the two parties,

particularly when viewed against
the backdrop of the acrimonious
strike which marked the event

last year” sa1d Lee Mo[zgaE::

gawu’s representative.
“This relationship is now

he!

year wage deal wo llow both
management and labour to focus
their attention on improving the

firmly re-established and company’s performance without
provides a sound base for the having to interrupt the compa-
future, ny’'s rebuilding
“The speed with . process for wage ne-
which an agreement The two )4 e"'f gotjation's next
was reached resulted agreement will  year '
from the commitment . Mark Bower, the
of both labour and allow the financial director of
management to re- : Edgars, said: “I
building our relation- rem‘ler to. think the commit-
ship for the benefit of focus on ifs ment to doing what
all stakeholders.” b I d I is best for all the
' Modiga said the 8T€RUNTING PIAN  sayeholders in the

-settlement was “not

about winners and losers”, as all
had been winners in the wage
deal.

Edgars said the “unique” two-

business is further
enhanced by the willingness of
both parties to discuss difficult
issues, like permanent flexible
employees, in the interest of

o

rs sign umque deal

making the company more
successful.

“Saccawu and the Edgars
management believe that the two-
yvear wage deal will provide a
much-needed platform of
stability on which {o rebuild the
company’s performance for the
future. They do not believe that all
is plain sailing, but the positive,
constructive atmosphere in which
the negofiation took place lays a
solid foundation for co-operating
in the difficult process of rebuild-
ing the company.”

Members of the Federal
Council of Retail and Allied
Workers would not receive wage
increments at this stage, as their
unicn had not yet 51gned the
agreement.




| Fewer groups will hold more power
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Cape Town - A few'powerful
groups. w1th parallel economic in-
terests Were likely to emerge
from” a th1rd wave of black
econonuc émpowerment, Tony
Ruiters, the deputy chief operat-
ing otﬁcer of the African Harvest
ﬂnant:lal serv1ces group, said yes-
terday

Ru1ters recently told a forum
of; the Movers and Shakers, about
30~ key black business people in
the Western Cape that this wave
would be characterlsed ‘by a com-

\ bmatlon of Dblaek andehlte skills

moulded n compames that were
debt free :and operational. Such
companles would have a stronger
chance of Surviving adverse eco-
nomiie: cond1t10ns .

The thlrd wave. ° o

to compete ‘nterna-
tionally'as well as re-
glonally

Ruiters said the second wave
of empowerment was charac-
terised by a broadening of initial
small groups engaged in the em-
powerment process to several
consortiums  representing
specific sectors or interests.

The government "also moved
from empowerment theory to pol-
icy in this stage.

“Last year's market correc-
tions resulted in critical

introspettion of the flurry of

deals and the onerous debt struc-
tures which governed the acqui-
sition process.

“It identified new chailenges
like basic risk/reward theory, the
need for strong organic participa-
tioni and growth, as well as the
need to build up-a strong capital
base for financial leverage.

“The third wave of empower-
ment started in early 1999, The
government learnt from pagt: ex-
per:ence«and started t1ghten1ng

1 I’l nk
‘thlrd Wave
T (6 3H5]4

up conditions for granting con-
tracts or'deals ..

“(The gdvernment is) keen to
see that empowerment extends to
management and into the opera-
tional entities, and that, the com-
panies have sufficient cash flow
fo sustain their operations.

“This new approach, together
with the market crash, resulted
in companies being foreed to re-
structure their operations. Listed
companies trading at a discount
to their net asset value had to
reposition themselves,”

The next five to six years
would be critical to the black eco-
nomic empowerment process as
a corrective or rebalancing mea-
sure. It would represent the criti-
cal period for the transformation
process to yield an inerease in the
number of interna-

would, force the nu- Y j tionally competitive
merous consorttumsn‘ We have fo and credible
to whlttle dotvn to'a - move from companies, Ruiters
few powerful groups said.
with similar eco- boardr ooms - Chris Nissen, the
. nomic interests. : executive chairman
Both black and only and info of Cape Empower-
white companies managemenf, ment Trust, agreed
would; havet .to . h I b l, with Ruiters but said
posmon themselves i fhen go giobal’  gmaller companies

were still looking to

government pro- .
ourement to give them the base
for further expansion.

“We have to move away from
the boardroom only and into
management,” Nissen said.
“Manty black economic empower-
ment companies have to sit down
and weed out co-option and
boardroom empowerment and
move into the real heart of busi-
ness, from management to global
competitiveness.”

However, Igbal Survé, the
chief executive officer of Sekun-
jalo ITnvestments, said the market
was not rewarding his company
even though it was debt-free and
focused, and had created jobs and
brought in its own managemeit.
“It’s almost as if they used the
excuse of the Nail debacle.”

Survé said the third wave
would be a failure unless the in-
vestment community supported
empowerment. “Fund managers
fail to grasp an important oppor-

N tunity for change,” he said.
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US official scolds Pretoria
for slow rate of privatisation

Patrick Wadula
SA HAS been criticised for dragging
its feet in the privatisation of state-
owned assets by the US under-
secretary of state for economic,
business and agricultural affairs.

Stuart Eizenstat, speaking via a
satellite transmission from the US
yesterday, said SA’s privatisation
process was not occurring at a
pace to encourage the kind of
growth SA needed.

Eizenstat recently visited the
southern African region for the
Southern African Development
Community (SADC)-US Forum held
in Botswana,

“I hope after the elections that
we will see an acceleration in SA’s

BD o glq‘i

privatisation,” he said.

Eizenstat said that although
there was a commitment to
private-sector involvement to cre-
ate an investment cilimate that
would attract private companies,
there was concern that privatisa-
tion meant “taking away the crown
jewels of a country” and putting
them into private hands.

“If 1 may say so, these crown
jewels, generally perform very
poorly in state hands. They do not
perform for the people,” he said.

Eizenstat said the SADC coun-
tries could take the exampie of suc-
cessful privatisation processes
taking place in countries such as
Poland, Malaysia and Bolivia.

. Privatisation needed to be done

openly and transparently. This
meant an open bidding and ensur-
ing it was at a fair market value.

Done correctly, privatisation
would provide the treasury of the
country with tremendous foreign
capital, These funds could be
pumped into education, infrastruc-
ture and healthcare.

It was encouraging that there
was a commitment to privatisation
in Nigeria, which intended using
technical assistance from the
World Bank.

The trade and investment
framework agreement proposed
by the US at the forum could be
signed within'several months pro-
vided SADC leaders were interest-
ed in such an agreement, he said.

Nafcoc wants unifie

Patrick Wadula

NATIONAL African Federated Chamber of Commerce
{Nafcoc) president Steven Skosana called for unity in
the business community for the economy to succeed.
Speaking at Nafcoc’s gala dinner he said SA busi-
ness could no longer afford to remain fragmented. Be-
cause of the apartheid government black business op-
erated separately from that of the Indian, coloured
and white business sectors. “We cannot run a frag-
mented economy based on historical racial divisions.”
Skosana said the success of the SA economy would
come about i the split between these groups were
closed. Nafcoc had to widen its platform to include not
only emerging business, but also lobby support of big

smess SCCLOT
3

5. Blg usiness and developmg black business
would contribute towards the economic transforma-
tion of SA.

Skosana said the remaining questlon was whether
Nafcoc would add a golden touch or seek a golden
touch in the SA economy in the new millennium.

Skosana said the first five years of an African Na-
tional Congress-led government was a period of plan-
ning and not delivery. Delivery was expected in the
next five years, he said.

Water and Forestry minister Kadar Asmal, another
speaker, said the five years was a period of delivery.

Government had succeeded among other things in
providing rural communities with telecommunication
lines and water.
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MEASURED APPROACH Trevo
at the House of Monatic factory beforet

Manuel, the finance minister; brought production to a hait

he empolwer ment announcement

PHOTG ANDREW BROWN

Bm%%?%?%%%%s ‘Tf]elﬁory floor

RonnNiE MORKIS

Cape Town - Black economic
empowerment reached the fac-
tory floor yesterday when
Brimstone Investment gave its
1400 workers at House of

Monatic, Cravateur and
Romens shares worth R1,6 mil-
lion at 1¢ a share,

Fred Robertson, Brim-
stone’s chief executive officer,
made the presentation after
Trevor Manuel, minister of fi-
nance, brought production to a
halt as he toured the building.

Monatic manufactures and
markets some of the top inter-
national clothing Dbrands
including Carducei, Yves Saint

aurent, Viyella and Embhssy.

Manuel praised the scheme:
“Thege types of initiatives indi-
cate that the process of change
in South Africa is well and
truly under way.

«IInless change in South
Africa includes a better life for
workers, then change is not
worth the paper it iswritten on.”

With Ebrahim Rasool, the
ANC’s premier candidate for
the Western Cape, Manuel in-
dulged in a bit of electioneering
when he exhorted the hall to
vote because elections only
came every five years,

Manue] said: “The educa-
tion of our children, the health
of our community, our welfare

services depend on who is in
government in the Western
Cape.”

Robertson described the ini-
tiative as a first of its kind in
South Africa’s garment indus-
try. It would distribute 2 million
shares through a share trust to
workers. Allocation was based
on length of service.

He said; “It's about feeling
you're part of the process. (Em-
ployees) not only have a say in
the affairs of the company but
also stand to gain financially if
the company does well.

“Real black economic em-
powerment doesn't mean much
unless it puts money in your
pocket.”




Trade and
Industry punts

i 1
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. SMALL-BUSINESS INCENTIVES
By THABO KOBOKOANE

THE Department of Trade and Industry is t6 recom-
mend to the next parliament that small business he
excluded from certain provisions of labour law.

Deputy Minister Phumzile Mlambo-Ngcuka says the
preposal G: emanate from a departmental review of
legislative’and regulatory obstacles to the develop-
mert of small business. The report is to be made
public soon. | \

The proposal is in line with most analysts’ expec-
tations that government will amend labour law to

enable the WE business sector to hire labour cost-
e UGN .

This means that législatfon du the Basic Con-
ditions of Employment Act and Labour Relations Act
may be amended when the new parliament sits.

Sipho Pityana, Director-General of the Department
of Labour, says his reading of the report’s proposat is
that it would not require major legislative amend-
ntents. ‘It may require a change of certain regulations
and a particular attitude to the extension of bargaining
council agreements to non-parties, particularly as it
relates to small business.”

Pityana cites an earlier report looking at the Basic
Conditions of Employment Act by small business pro-
motions agency Ntsika, which concluded that small
business would find it relatively easy to comply with
the new Act. -~ -

However, a subsequent review by the Employment
Conditions Commission, based on the Ntsika report,
concluded that though small business should not be
exempted from basic employment conditions, ac-
count should be taken of the “special problems and
elreumstances they face” and that “some provisions
of the Act may in fact prove onerous for the sector”.

The proposal by the legislative and regulatory re-
view comes in the wake of new momentum in gov-
ernment to review labour laws which have been
blamed by business and opposition parties for the
lack of job creation.

Just last week Deputy President Thabo Mbeki told
the business community that work had already start-
ed in the ministry of labour on a review of labour
market policy.

“I hope we can come to a common understanding

e = between government, labour and business on job se-
AT P % -s+.Tews  curity and Jabour-market flexibility,” he said.
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Developing small and medium busin
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is central to economic empowepgent

The development of small,
medium and micro enterpris-
es (SMMEs) is central to the
empowerment process.

One of the most effective
methods of promoting previ-
ously disadvantaged entrepre-
neurs has been through affir-

demonstrate its value as a'
means of empowering small,
medium and micro enterpris-
es (SMMEs) in the construc-
tion industry.

Adam Smith, chief execu-
tive of ASA Construction Ser-
vices, the specialist CM com-

mative procure- . pany, says that
ment — whereby Co since 1997, the com-
the government One method pany has let an av-
and big business : erage of 70 percent
favour SMMEs ofpromofmg {by value) of the
when awarding the prew'ous[y available work
contracts and ten- CI d . d packages on all its
ders. isadvantaged  projects to emerg-
Affirmative J /¢ affirmaﬁve ing contractors and
procurement takes v previously disad-
numerous forms. procurement vantaged building
One way of professionals. '
smoothing the “That we be-

way for small contractors is
through construction manage-
ment.

While delivering signifi-
cant savings on building pro-

curement, construction’ man- Zconsideging the fact thatiwes -

agement {CM) continues to

lieve, is an outstanding
achievement, in the light of
the faet that the standard em-
powerment objective is 25 per-
cent of contract value and

also provide on-site manageri-

gl training to enable SMMEs
to compete for further work
once our-projects have been
completed.™

On one, recent project, the
constructioii*of a high-tech
distribution fatility airside at
the Johannesburg Interna-
tional Airport,
ASA successfully
let 73 percent of
the professional
work, and 58 per-
cent of works con-
tracts, to SMMEs.

And on a cur-

One way of
smoothing the
way for small
contractors is

Intersite’s Paul Gange.

Several CM initiatives typi-
cally involve breaking the
overall project up into work
packages, each of which can
be handled by an independent
small contractor.

Suitably skilled contrac-
tors are then
sourced from the
local community
and assisted to ten-
der for the available
work.

“What is more,”
says Smith, “our

rent project, the § ~onsfruction empowerment
reconstruction of process ensures
four East Rand §managemenf  that clients are

railway stations

for Intersite,

which handles property man-
agement for the South African
Rail Commuter Corporation
and the National Road Agency,
more than 80 percent of the
cqmstrgctiqn work packdges
awarded to date have gone to
SMMEs — specifi-

cally to contractors
from the local com-

- munity.
“These are exact-
1y the kind of re-
. ‘suljcs we were look:

ing for when we-
decided to go the -

. CM route on this
" .prdject. - '
“Instead of

using the tradition--

, :;a“l = procurgment
, method of appoint-
‘ing-a mdin contrac-
,tor with subcon-
tractors,” says

never exposed to

additional risk as a
result of apportioning work to
SMMEs. .

The contract at the airport,
for example, was completed
within budget and without the
loss of asingle man-day due to
injury on site.

“Such results, of course,
encourage clients to partici-
pate in further empowerment
initiatives * and create even
more -opportunities for

"SMMEs.
' eMeanwhile, our quality

control systéms have already
assisted many works contrac-

: tors with SMMEs to raise

their standards and eliminate
service problems.:

Combined with our man-
agerial training, this really
enables them to compete com-
fortably, and profitably, with
more established contrac-
tors.” A




T

L4

. W 7

- " would remain the core of the BOC’s

By M adi Madiseng activities, with success measured by

RUNNING and managmg your own the Jumber of contracts and jobs cre-
bumneSs successfully in a highly com- -ated.

pentwc 2CONOMmIC ] cmrlmnmcnt w111 wn “For the financial vear ended Feb-

" need- the nghtreducauonal ‘tools. """ mary'this year; our linkage value in

hlS was the message promoted al ~ moRey terms amounted to R11 million

- the openmg .of a training facility at the and we maintain and, upgrade a data-

.Business Opportumby Centre premises  base of almost: 500 SMMEs with 40
in Johannesburg last weg}( The centre .percent of them.ready to service con-
aims t0 support ind encourage big tracts,” he added. -

firns to link with small businesses and Eina Reyncke, a board mcmber of

- myrture disadvantaged entrepreneurs. the institution, believes her organisa-

5 Accordmg to the centre’s chairman,  tion has a role to play- by offering pre-
W1111am Mthembu, the opening of the viously disadvantaged. entrepreneurs
trammg—‘facxhty marked an important  access 10 the mainstream economy
eveiit in the development of small, through successful - linkage pro-

_medmm and icro enterprises  grammes.

(SMMES) in southern Gauteng. “It s our hope the Business Oppor-

“At this facility the SMMEs_will tunity Centre will be a proper one-5top-
havézaccess to information, advice, —shop for entrepreneurs seeking assis-
counselling, mentors and training,” he-: " tarice in- runnmg and expanding their
said.. businesses,” she said.

Mthembu said_business linkages Institudons involved with the centre
between small and big husinesses include Business Skill Sounth Africa,
South African Burean of

_————l Standards {(SABS), Council

‘ forSczenuﬁc and Industrial
: 'Research National Produc-
l;1V1ty Insumte, Business
Pariners  and Techaikon
South, Africa’s Bureau of
Busmess Studies.

. Taune Rampa, a
director of Scientific
Wail - Coating, a.paint
manifacturer, underwcnt
BOC training and ob-
tained SABS approval for

his product.,
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KIDNAPPING

¢ lefo
NEW CRIME SPEGTHECI.URKS

Not nearly as bad in SA as elsewhere

hind a spate of kidnappings of busi-

nessmen or members of their fam-

ilies in Gauteng, Mpumalanga, the Eastern
Cape and KwaZulu-Natal.

Police are investigating the role of for-

cigners, primarily east Europeans and

An international syndicate may be be-

Nigerians, in these crimes, which threaten.

to become more commonplace in SA.

Abducticns for ransom started in Italy as
part of Mafia activities, are endemic in
Latin America and are growing in Nigeria
and parts of eastern Europe.

Now the trend has come to SA, where
an overwhelmed police service, organised
global crime syndicates and the
highly structured local hijacking
industry provide fertile ground for :5?
kidnapping and ransom.

Police complicity is alleged in sev-
eral cases; this is commonplace in )
kidnapping capitals where badly
paid police and soldiers often moonlight
as kidnappers.

SA sleuth Bushy Engelbrecht of the Spe-
cial Investigation Unit this week launched
a police team to probe these crimes.

In every case, a businessman or mem-
ber of his family has been held to ransom
for amounts ranging between Rim and
R6,5m. They have not involved corpo-
rations or major businesses, but appear to
target entrepreneurs who have made it
big. “There seems to be a syndicate op-
erating here,” Engelbrecht says.

Among the kidnappings undet inves-
tigation are those of:

0 KwaZulu-Natal taxi boss Simon Rana's

two sons for a R1,5m ransom demand, in

May;

0 Johannesburg tycoon Vassos Kolonas,

beaten and held in a Hillbrow flat last

month Allegedly, Nigetian kidnappers de-

manded a R6m ransom;

.| D The 18-year old daughier of Umtata-

based Greek millionaire John Pit-
siladis, in April. He paid R2m to
secure her release;

Q The heir to the Osgo empire,
Zunaid Tayob, in Johannesburg,
held for 32 hours in March. His

i alieged kidnappers were three
Bulgarians who demanded R1,9m; and
Q Groblersdal businessman Ahmed Alli

Hassen Valli {28), last January, by
11 men, nine of whom wete from
the Middle East and Mozambique.
* They demanded R2m.

At least three other cases are being
investigated in Gauteng.

In SA last year, 4 156 people were kid-
napped. The police do not break down this
figure, however, so it includes domestic
disputes and rape-related as well as eco-
nomic kidnappings. Law enforcers regard
kidnapping as a “low-frequency serious
crime” because the incidence is low com-
pared to hijackings, for instance. Still, the
police are beefing up their capacity. Every
local police area has a 15-strong team
trained in hostage and ransom negotiation.

Control Risks, a London-based consul-
tancy, defines business-related kidnapping
as "the abduction and illegal detention of a
high-profile member of a multinational
corporation or a member of a privately
wealthy family in order to extort a signifi-
cant ransom from their company or fam-
ily" Local kidnappings appear to fall in the
latter category, but the consultancy's re-
gional manager for Africa, Tara O'Connor,
has found that “kidnap in SA is rare and
does not feature prominently in our risk
profile”. This view is shared by the German
and US chambers of commerce, which
seem more concerned about other, more
endemic kinds of crime in SA.

Yet & study reveals that the practice of
holding a person as an asset to extort
money seems to be growing in both an

organised and a sporadic fashion. There
are several cases where professionals
such as doctors or the wealthiest busi-
nessmen in a smalt town have been taken
hostage. And it could grow as people
fortify their homes and offices and it be-
comes increasingly difficult to grab ma-
terial assets.

But is this strictly kidnapping?

Kidnapping can be short- or long-term.
O'Connor says Control Risks' analysis of
business-related kidnappings in SA sug-
gests they are motivated by "minor fi-
nancial gain” and are usually short-term,
Ranscm demands are comparatively low.

In Latin America, kidnapping is highly
organised and usually long-term, and in-
volves big money. Asset Security

.. Managers, a UK-based
., company which  spe-
cialises in kidnapping
and ransom insurance,
says victims are held for
between six and 10 menths
and that ransom demands
run into millions of doltars (the highest
demand they've dealt with was US$65m).
In Africa, Nigeria is the kidnap capital.
Since last October, 100 executives have
fallen victim to orgamsed kidnap groups in
the oil-producing Niger Delta.

With a reputation as a world rape and
murder capital, the last thing SA needs is
notoriety for kidnapping. But as Chubb
Security’s Mike Francisco notes: "SA isn't
a protected zone any more.” Ferial Haffajee
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BLACK EMPOWERMENT

a5 lag

TIME TO TAKE STOCK

Black-managed companies must repackage themselves to regain market confidence

daunting task of rebuilding Nail's

shattered black-empowerment cre-
dentials, consider a more daring option:
Pack your bags and go — unbundle the
company and start afresh with a new
model of empowerment. For what's at
stake is far more than the Nail options
saga; it is the future of black empower-
ment itself.

Already there are signs that the em-
powerment movement as we know it has
had its day; that black empowerment is
self-correcting after the excesses of the

Dikgang Moseneke, as you face the

past few years. Investors are unhappy with
the investment trusts and holding com-
panies that are so popular with empow-
erment companies. Al of them — in-
cluding thase in the Real Africa group, the
so-called Rolls-Royce of empowerment
companies — are trading at discounts to
the value of their underlying assets.

Many black empowerment companies
are selling noncore assets picked up dur-
ing the buying frenzy of the past few years,
to focus on a few key investments Per-
haps there is some salvation in this ad-
mission of failure.

Between them, African Partnerships,
Hosken Consolidated Investments (HCH
and Brimstone, for instance, have in the
past few weeks given about R2,2bn back
to shareholders in partial unbundling ex-
ercises. Weak markets have forced them
1o concede they could not do anything
useful with the money (see accompanying
reports). These actions have probably put
more pressure on Nail to consider equally
radical surgery.

Others are going the private equity route
~ investing in smaller, unlisted compa-
nies, where they can have access to cash
flows and achieve broader empowerment
objectives such as skills transfer.

Financiers, fed up with having to shoul-
der all the risks in empowerment trans-
actions, are devising new ways of passing
some of the risks to the black empow-
erment groups and their target companies.
Some have gone so far as to ask merchant
bankers for upfront fees for doing a deal.
Merchant bankets are up in arms over the
onerous conditions and are simply re-
fusing to do mere black empowerment
deals. “I have other things to do; for
example, privatisations in the rest of
Africa,” says one

Some listed companies, exasperated by
black empowerment partners that do not
add value, or even turn up at board meet-
ings, have gone so far as to set quan-
titative targets to measure performance,
Senior government officials talk privately
about the need for a new, bottom-up
approach to empowerment.

The downside to all of this timely soul-
searching about black empowerment 1s
that market judgments can be harsh dur-
ing corrections, tarring every empower-

ment company with the same brush. There
could even be a temporary halt on new
entrants to the empowermen! arena as
financial institutions and established com-
panies tighten the screws. Already, a num-
ber of black empowerment consortiums,
including Pamodzi, have failed to raise
money for high-profile deals recently an-
nounced.

For New Africa Investments Lid (Nail),
the challenges are more immediate be-
cause of the size of the discount at which
its shares trade relative to the group's
underlying assets. The discount, which has
ballooned to more than 40%, is a clear
vote of no confidence in the group, its
capital structure and the ability of its man-
agement to add value to and extract syn-
ergies from its investments in insurance
{Metlife), merchant banking {African Mer-
chant Bank (AMB)) and microlending
{Theta).

When the going gets tough, investors
ask difficult questions that they tend to
overlook when the going is good. What is
the rationale, some are asking, of having
Nail as the holding company for its three
subsidiaries? And what is the point of
having poorly performing media assets
and a car hire company lumped into what
15 essentially a financial services group?

To fight lis way out of this corner,
managing director Moseneke has to find a
way of eliminating the discount while
strengthening Nail's empowerment cre-
dentials After all, two black people
(Moseneke and director Zwelakhe Sisulu)
do not add up to empowerment. The task
will be as easy as making water flow
uphill. Then again, considering how Nail
seems to have perfected the art of fi-
nancial engineering over the past few
years, one shouldn’t dismiss the possi-
bility.

So what are Moseneke's options? First,
he can choose to maintain the status quo
and introduce a new empowerment part-

One only has to look at the recent listings of Brimstone, Women's
out, to see that blackness does not provide an edge - it can only
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Moseneke, Nail MD

ner, or partners, to replace the recently
departed founders Nthato Motlana and
jonty Sandlet. This would boost the em-
powerment idea but do little to eliminate
the discount, unless the new partner were
to be Don Ncube and his Real Aftica
group.

A Ncube-Moseneke alliance could, con-
ceivably, excite the market with plans to
merge Metlife with African Life, AMB with
Real Africa Durolink and New Aftica Tech-
nology Holdings with struggling PQ Africa,
But this option is unlikely. too many egos
would collide in the process

The second option would be to maintain
the status quo and announce plans to buy
out the minorities in Nail's three listed
subsidiaries and delist them. This would
cost about R10bn and involve the issue of
up to 3bn N shares. The trouble is, Nail's
shareholders have already rejected plans
to issue another 2bn N shares, at a recent
shareholder indaba. Getting them to
change their minds would require a huge
confidence-building exercise.

At least one Nail subsidiary, AMB, re-
cently came close to announcing a “uni-
lateral declaration of independence” from
Nail. Why would the managements and
shareholders of the other subsidiaries

want to take up N shates in a company
whose prospects are so uncertain? Would
a fast-growing merchant bank such as
AMB want to be lumped with a mature
insurance company such as Metlife?

There are two points to make about
low-voting N shares. First, many other
{established) companies use them, though
Brimstone and Molope are the only other
listed black empowerment companies o
do so. Secondly, SA's notoriously apa-
thetic institutiona! investors do not seem
to have a problem with N shares as long as
the group controlling the high-voling or-
dinary shares is delivering the goods.

By rejecting Nail's proposal to issue
another 2bn N shares, the institutions
were in effect passing a vote of no con-
fidence in Nail's ability to increase their
wealth. The problem is not with the N
shares as such, but with investor con-
fidence in the group controliing the or-
dinary shares, hence the increasing pres-
sure to abolish the company’s dual capital
structure.

Issuing another 3bn or so N shares
might also raise questions about the cred-
ibility of black empowerment and the
lengths to which companies are prepared
to go to preserve the illusion of black
control. Nail's ordinary shares have a mar-
ket capitalisation of about R350m. Black
ownership in Nail 1s through Corporate
Aftica, which has just over 50% of the
ordinary shares.

If Nail were to buy out the minorities of
its three listed subsidiaries, that would
create a company with a market cap-
iralisation of more than R17bn and a ratio
of ordinary shares to N shares of about
1:50, which is unprecedented on the mar-
ket. Would it be credible to allow a group
of shareholders to control a R17bn-plus

company with an own contribution of just |

R200m, which is the Corporate Aftica
stake?

From a black empowerment perspec-
tive, it is important to remember the major
institutions would have invested more
than R17bn in the new company and black
shareholders R200m To put it another
way, 99% of the economic interest would
accrue to the institutions and only 1% to
the black shareholders.

Would it be morally correct for such a
group to be endowed with empowerment
credentials — and the benefits that accrue
from them — when 99% of the economic

Investment Portfolio (WIP) and Sekunjalo, which have all hombed
eliminate a competitive disadvantage in a government fender.

~

benefits go back to the institutions? Is this
not a sophisticated form of fronting, giving
an appearance of black control to what is
essentially a white company?

Is Nail the right vehicle for an em-
powerment exercise?

Option number three for Moseneke —
the most likely one at this point — would
be to enfranchise the holders of N shares
iminediately and not over five years as the
company has reportedly proposed. This
might please some investors. But black
control would go out of the window; the
Board of Executors and Hollard would
probably become the controlling share-
holders of Nail

BOE and Hollard could enter into a
voting pool agreement with Corporate
Africa and its new black empowerment
partnier(s). But such a move could run into
the same credibility problems described
above. Moseneke and Sisulu would be-
come “glorified employees” of BOE/Hol-
lard unless there were a Johnnic-type deal
to recapitalise Nail with a significant
amount of “black capital”. But the market
does not seem to have the appetite for
financing such a deal.

This leaves Moseneke with a final op-
tion: to swallow his pride, unbundle the
company and give shareholders a direct
stake in Nail's listed subsidiaries. The un-
tisted media, technology and other assels
could be sold as part of the unbundling
exercise. At least such a move would
eliminate the discount and make everyone
40% (or more) richer,

* Corporate Africa would be left with
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Sunday Times Business Tiﬁ;es
. June 6 1999

Bid to pave way fof Small

A STUDY sanctioned by the
Department of Trade and In-
dustry has proposed a range
of amendments and exemp-
tions to labour laws to help
the small business sector
create jobs.

The final draft report by
small business promotions
agency Ntsika into legislative
and regulatory cobstacles to
small business development
says that “a ‘one-size-fits-all’
approach is not always ap-
propriate”,

“Smaller enterprises do
not have the resources, nor
should they be expected, to
comply with the same level of
sophistication as their larger
counterparts.”

A final report is due to be
made public in the next few

fod by
- o

LOOKING AHEAD ... the DTI's Phumzile Ngcuka-Mlambo was a key player behind s

JOB CREATION
By THABO KOBOKOANE

weeks. The proposals relate
mainly to the Labour Rela-
tions (LRA) and Basic Condi-
tions of Employment Acts.
The report recommends,
among others things:
O Amending the LRA to
change the criteria for the ex-
tension of bargaining council
agreements to non-parties,
O Changing the LRA to limit
employee rights to recourse
in the event of dismissal for
poor performance or inca-
pacity during the first six
months of employment.
(3 Giving commissioners the
discretion to reduce maxi-
mum payments in procedu-
rally unfair dismissals.

. ———

ST

{1 Ensuring that the Employ-
ment Conditions Commis-
sion and the labour minister
exercise caution in determin-
ing minimum wages and are
cognisant of the likely impact
on small and new business
and on employment levels.

On access to finance, the
report favours a law similar
to the US Community Rein-
vestments Act to compel
banks to disclose their lend-
ing to, and involvement in,
poor communities.

The draft warns that the

size of the SA banks may ren- .

der community pressure less
effective and that incentives
such as public anthority ac-
counts may prove effective.
However, it rules out
forced lending, stating: “Pre-

etting up the s

il busjness review

T)6|b]29
USINEeSsS

scriptive measures aimed at
forcing lending are likely to
introduce more problems
than are solved, and should
at this stage be avoided.”

It proposes exempting re-
tail financial intermediaries
from the 1990 Banks Act, en-
abling them to accept whole-
sale deposits of not less than
Rl-million from institutional
investors to promote micro-
loans. Such  institutions
should have to register with
the Micro-Finance Regulato-
ry Council and ensure, that
their share capital and: re-
serve funds represent at least
8% of their weighted assets
and other risk exposures.

Also proposed are tax ex-
emptions for small business
companies that create johs.
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:ﬁg’ﬁ‘annesburg - The South African

" Ghamber of Business (Sacob) yesterday

ihvited other South African business
bodies to help establish a “business
Codesa” which would eventually lead to
the formation of a single unified national
business chamber.

Kevin Wakeford, Sacob’s new chief
executive, said a non-vested third party
would have to lead the formation of such a
body as Sacob would not be able to do so.

“¥¥Sacob first has to go through a dera-
cialisation process before we can even
start talking about the formation of &
single business voice,” he said.

Sacob calls for. 8

usin
calpk)folqq

the other business bodies will see that
there is genuine intent on our side, and
they’ll start taking us seriously.”
Humphrey Khoza, Sacob’s president,
said it was possible for the organisation to
achieve this goal under Wakeford, as he
had already driven the formation of a sim-
ilar structure, Business Eastern Cape,
while heading the chamber in that region.
Business Eastern Cape had combined
Sacob’s affiliated chambers with those
linked to the National Afvican Federated
Chamber of Commerce (Nafeoc) and the
Afrikaanse Handelsinstituut (AHI).
However. the bodies still retained
their separate affiliations due to the lack

Wss Codesa’

of)a single national body,

Nafeoe, AHI, the Foundation for
African Business and Consumer Services
and Sacob were only some of the organisa-
tions speaking on behaif of business,

Steven Skosana, Nafcoc’s president,
said the body had also previously called for
the unification of the business sector:

“We cannot run a fragmented economy
... The success of the country’s economy
will come about if these groups were to
close the split between them.”

Uniting the various business
organisations would not imply the
adoption of new ideologies by any of
them, Waieford said. “Business has one
ideology: the business of business.”




. e e e ——ir DAk
L

gl T

p——— it r e S———

ACIRGLAUGD
oupjaasf D S} pows] Jwoys 0

‘Tended Jo dMYs1aUMO Jo ToTing
-LsTpalt ang SWAaIYoe J0 sAea paldlo
-ULI pUR 2AI7RAGUUT AI0UT 210]dXa MO
pmoys ap "ssa00ad ap dois Jo [{eIS O3
BSTIXO UE S8 ST asn J0U PINOYS am 31t
‘a0l 0) AN PomEQ Usaq asey LUl JUSHI
-lamoduws oWouoos Je sdueNy

‘PoARTYOR Usoq aAel] 10U Do UOT9R
SuRl) JIALELIIMCAUS al) Jo aATI0a(go
TRULBLIO a4} Inq “Jyoad 3[(esz]s B opemE
aaBy [Tom Aewr £91]1, 1q9p edrouid s
Aedal 03 saym)s Aymbs 1ot Jo jsowt

sdnoid jusutiomodmmy uLe) Suoued

- AdS 9T Jo pu o1 J pauadden axel
PINos Jetm JIPISL00 PMoYs st 'YSexd
10U DIP 194TE H20IS Sl JT Uaay -
“3[JRUCHSAND ST [00} JUSULIBMOAWS -
UE SB $S3U0ANDaD SH 8SNEJN] PUMG)
20 0STe }STUI SUONISMboE puny 03 WS
-BUJAUI B S8 SAJS O} SAREUIRNE Uy
"JUBUIIRMOAUIS 22T ST SR JaNayMm
sesiIe HONSaNDb ay pue sousnpyur
NTEOTUSLS aSIATaNS 10U 0P Aalf) KITeay
oy Amediios sy Jo [onuHod Uy jou are
Teyrded oty Jo maq ST Jo sJapraoad ag
AEonaI10ay] ‘5S¢ UORILY SUICS pasned
— Seloet-Su redsat PIRMaT e

fr

1™ e oy S RenE 1 Sunba-neu-in-ahsd

atg YSnoy) pamsts uaaq sey JoLuco
Jej 08 "SaMiisA 5UT U S9¥E)S SUI[el
oo A[qeigyerd pue MISuItesw gyE]
pnogs sarmedured yuawzamodury
‘PRUTIRP 39 PIMOYS 1810 91
‘JUSWIBATOAUL JITSTF 1A PIpPR 8q o)
anfea aTY §T 338y J] Kyumm.aoddo [en
-u910d © 0) 8Njea ppe Wed A8t JoIRIgA
$5355E 0] P9l 0S[R SI0J0AIIP SYL,
o] FANIEY]
renusiod yopdxs pue sanxejdurod
SIT pue ANSTPUT 31} U0 SNJ0J 03 WAL
MOT[e pOoM STU], ATSnpul fernop.ed
auo U astferoeds O] apIosp A[Snoias
-ua0d 0] paeu sdnotl jusuizamoduy

J0 fe [19s 0} pey aney Ajqeqoxd pnomi-Foreatsd “More

(o)
ss9001d o do1s 10u 1snu JusTLIMOdTIY Jor] UT SAR] ]

‘aaerraogtad sit Janaq a1 Kued
w02 atio o} pardde si 11ae pur aum
aJoul ayy Jey} Loseal O} Spuels Iy

Aueduod ujew
JI9U) Uei} Japo sdiysJolalp ou pey
SBAINIGXS JSIUD A1 JO Uanas ‘safued
-wed o1 dot sy wiyiim pue serueduon
00¢ dor S| paIsi] APUAdal awizeSeuwr
aun)Iog "SUISOUOD APISING UY JuauR
~BAT0AUT SI03I31P [BNIPEAIPUL JT9Y}
Jran] pinoys sénoad Justiiasoduwsy
‘saruredwrod Sunetado jo [onuo2 aan
“noaxe a¥e} 0} sjeuolssajeld yoeq Jjo
SIOTATAS A} IST[US PIE JAAd] S}00ISSEIS
ay) e ajdoed woly uorpedionred

& 'sdnotd jusuIamodms

punoj aq AeW UCTIN[OS V

Lo

an[eA ppe 0) palapis
-U02 10U Sf JBLE JBULI0] B "SISTLY) M3l
<1saal aumooq sdnods uewramodins
qoelg pensn se ajetado sssulsng sy
18] PUB jJBq 1S SeA 0P PMO0D Atedurod
JauLIemodils ay) [[e 'Ssaulsng aty)
JO SUILUTLL 8] I8A0 [OIUOD JAINDAXS
OU UREA “PJROQ St} UO J8aS aUO Amdss
pInom pue 3uadtaed 02 UBY: Ssa] aq
prnosm aes at) AedtdA] serueduion
Suryerado sy W 003 SANOIS A1) SeHES
1[eWs ay) sem 1010®} JOylouy
‘pajIuny sem Au
-eduroo Juytesado ue yim puads pinoa
A3T3 ST 9y 1BY) JUEAW STTJ, "SI0
-IS)Y SPISING SNOLTEA PEY PUR SPIEcq
Aueul UQ 2AJSS 0} Papua} sasyutodde

£

M3U 31 Y] SEA 3INTIE] JSYjouy
“[eGUaT) pUE SMOLTBY SE Uons
saleIawo(3uor OeT-21d ajquiasal o}

aures sdnotd wouLiamodws Yoeyg
‘pajIWT] aJojatayl sem Ausdiod
Supoy 91 UNPEM PAUTEIQO 9q 01 £3
-IBUAS JO [3A5] 8], SSIIAIIS TELoURUL
puE aredyl[esy Se SPIB1] 8S18A[p UYOTIS
uy duptedado saredlos Sutaey sdnoas
Jjuswlomodua Yaelg SWos ul pa
“JMmsal spi], "sotfofxod JUSUnsaAty o
1 pmoa £3Y) moy SuLISpIsucy jne
NI dn Ussje] alam 3sat]) ‘ssAfasiuay)
pejuasaxd sarnuntoddo uayp “snooj
JO YoB{ SEM 3N[EA PDE 03 PaTe) sIatn.red

justImodiue SUOSEa] a3 Jo augQ
“UOTINISAp SNfes - StEA JO UONELD

[9/ 0

INIWdO1EAIQ

11 JO askaslod 3y pandun A[aanoaye
JUNOISIP STYJ, 'An[ea 135Sk 19U JIoy)
01 uo)eial ul je papey) sadtid aleys
TR} IUMOISIP 211 Ul PajRIISLOWSD SBM
SIY} pue anjea ppe 01 pa[ied sJaulied
JuauLiamodurs 1SoTI KI2IeLMII0NI ]
‘BoUsLIad¥s SSAUTSTIY SPII] Adda
PEY 10U URL) UIYJO I0W STENPIATPUE
asay], apisumop Jayjoue pey ajdoad
patosuuod Ajeaiiijod duiscoyd
"SISSEW Y} PILIamoduis
UE pafie] 1T A.red S s Surseadde
HE Papaanans sey A3a1ens si a[lm
ajdead (enuengur ATeaniiod yiim
Teap 0} axsop ,SSalfsng Sig Jo Jnsal
® S PayILILa U33q 8ARY SEENPIATPUT
MaJ Sﬂomum 1By AU9p pmom ma]

'STesp Judttlamodwa yoelq
Jo aAeM ISIY] St1 Ul SEUIMIODLIONS
puyy o3 £sea ST M YSIspuTy M
“epoul JuauLIemodils joelq a1 Jo
SJLaUaq HTWOUOD BIf} Fe 00] SNOLIAs B
Y00) 0STE SI0ISAAL “Isataiun JSUSIY pa
-J0BINE STE8p ay) wt jgop redioulad ay
a[IUAL 'STITRA U Paonpal AQUediiudls
‘STEaP A4S 33 U AJLIN0aS SB PaAlas
Yoy ‘sa01ad aeys L, "ge5T J8q01a()
Ul UOL}381I0) J8YIET {O0Js ay} [Iun
Alaoil 3uofe pexoT Surylflsaq
- BILGY UInog
JO UQTFETLIONSVTE} DIUEOLI00G aLf 03 Sun
RqLOu0Y Aem i 11 ‘Suipumy (AJS)
aforyea asodand 1eraads Suipraoad
SUOLITIESHT Terausu) Je8es Ag amoo
-Joa0 sem Texiden afi] Alsa pagmboe’
per] padeyreapestp Aisnojasad o1 yetn
1oey Y, WsIEnded Jo stoa Bunnodaq
ple SI2aI80 SUISURYD SISTAIRDE TEOTN]
-od £uew Uy palmsal s, ANRqEPAID
Teanfod Sem UOLILID Jofew ayL
*sdnoas et
-lamodws HOB[ 01 Pos a1am S8550U
-Isnq pue pajutodde alam s103090p
8ANINOAYS-UOU Hoelg 'sdes om) Ul
papuodsal BOLIY U3Inog ajedodIo)
"SWO0IPIEDY $, ATIUN0D 31} WI0JSURR
03 A0UB3In ¥ SeM 2I3YJI "UOIIES
-I[EUORU JHN0IR 3B 3210] Pmom
Aaopne [ednIfod mau ot} palea)
sem ) ‘sajelod1od Jolewr a1 Jo samy
-onas dTsIsuMo al) W YIS [ejue
-BpUIY ® SBM 2181} SSO[U[) ‘aSueyo o3
moqe ses pY Suderd a3 Jey pesiie
-8 U00s saTuedwmod a81e] ‘061 UT DNV
ayl Jo SuTtmIeqURh Ay} SMIMOTO]
“pasIIURIUSSTD ATsnoTAaad §,BILY
WINog 01 YI[BaM JO HOIINQLIISIPal
JO poLett sy} Jo SBUTIIOdLIoNS 313 pe
AUSUSTY ARy WSt 01 IR0 PRSI SBUT
-Jel sBurures-aorId ysaey oy
pue ssweduios EmE.SaonEmm

yoelq JO WSIdDIIID  Juada

VST TIWVHS




'RESTRUCTURING SACOB @‘0\

THE URGE TO BE
RELEVANT

No more navel gazing

Chamber of Business (Sacob) CEO
Kevin Wakeford has begun to shake the
torpid tree of organised business with the
unveiling this week of his plans to re-

Just 10 days after taking office, new SA

b
organise the businemby. qq

“Organised business needs a wake-up
call,” says Wakeford, adding that he and
his team are determined fo make Sacob
“more relevant to the rapidly changing
local and world business environment”.

Over the past few decades, SA's largest
national business lobby has gained the
reputation for being a mostly white, con-
servative and largely ineffectual cartel. It
has become an inward-looking organi-
sation that, Wakeford says, “spends 100
much time focusing on its navel”.

The former Port Elizabeth Chamber of
Commerce CEO believes a lack of com-

munication, and of what he calls “con-
nectedness” between Sacob’s various af-
filiates, has led to a sense of dislocation.

He argues that SA’s economic growth
with social transformation cannot be re-
alised unless organised business becomes
less fragmented. He uses the usual trans-
formation-speak, like “restructuring”, “bot-
tom-up participation” and “legitimacy”.
But his enthusiasm goes beyond jargon.
Eor he is convinced SA has merely tipped
the iceberg of acceptance into a world
market of goods and ideas, and s being
forced to catch up fast.

He says the trend is to emphasise in-

tellectual capacity,
competence  and, of
course, connections —
it's not only what you §
know, but who you f
know.

Wakeford's business
plan — which he will
formally present to the
Sacob board at the end
of June — envisages a
“bottom-up” restructur-
ing. 1t would realign
Sacob with a changing
market; deracialise
business and represent
its members’ interests in
& way that it is less the

Kevin Wakeford . .

_ . shaking the
torpid tree of organised business

1 “voice of business”, as its
motto proclaims, than
+] the “voice for all SA busi-
"o ness”

1  This is particularly im-
portant in the develop-
ment of small business,
which government con-
tinues to identify as a
vital source of growth
1 and employment. Wake-
ford says small enter-
prise needs a platform
where each firm can ex-
press and campaign for
its interests.

Small business makes

up about 80% of Sacob’s

constituency, through membership of local
and regional chambers of commerce. But
in the past there has been little com-
munication between them and the um-
brella body.

Wakeford wants a "Codesa for business”
— a third party mediator to make it easier
for interest groups to communicate and
co-operate with one another. But he faces
a big challenge in selling his plan and
drawing into the process other business
lobbies: the Afrikaanse Handels Instituut,
Foundation of African Business & Con-
sumer Services, and National African Fed-
erated Chambers of Commerce. Still, he
says it's possible if done in a “sincere,
transparent and inclusive” manner.

Belindz Anderson
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