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R Finance Editor -
;I‘RADITIONAL lines of commercial credit of
ong-established trading partners have been
terminated and demands madeé for cash in ad-

vance, Mr Alex Hamilton, the preside
’ nt of
Nafal__Chamber of Industries, said :;rtazsterda;ihe E

.

This disturbing new de-
velopment lent all the
more urgency to the ques-
tion of reform and the
chamber’s continued in-
volvement in this process,
he said.

A joint committee of
the Afrikaanse
Sakekamer, the Sugar As-
sociation and the Durban
Metropolitan Chamber of
Commerce had started in-
tensive moves in January
this year.

This began with a meet-
ing with Mr Chris Heunis,
Minister of Constitutional
Development, followed
by talks with other Cabi-
net ministers, the Natal
Administrator, the Natal
Provincial Executive
Committee and several
meetings with the Chief
Minister of KwaZulu and
his Cabinet.

The move into the po-
litical field was ‘not taken

. lightly,” he'noted.

Image .. .

The financial actions,
drising from the close of
the stock and foreign ex-
changes, ‘had seriously
impacted on South -Afri-
¢c a5 1.mage.of
credifworthiness — ‘a
matter of great concern
and-regret’ the.annual re-
port which Mr Hamilton
tabled said.- '.¢.

Wrong interpretations
oft the financial embar-
goes and -a+general:infer-
ence that-South .African
companies could no long-
er meet their financial
obligations’ had led to a
situation where even ir-
revocable letters of cred-
it had been rejected.

Polecat '~ ~ .

.‘Moreover, the polecat
profile has given rise to
summary eancellation of
foreign orders for South

- Africsii goods.’ « #¥na.

Reasonably sourd-€¢6-
nomic, fundamentals_ no;

longér-impress an outside " |

world bent o
pressurising government
into.rapid;political

LR L i q

-examine the trade-off be-

s pre e'tirularn. ¥of f
‘infrastructural require- |t

cally with respeect to
Natal-KwaZulu. ’

On the economie front
the chamber says that
there should be no re-
stimulation until infla-
tion reaches an
acceptable level {perhaps
10 percent). However, a
year affer the August 1984
package of measures to
bring down inflation, the
rate (15,9 percent in July
1985) is virtually the same
as July 1984,

Needs -

" If the Government does:
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tween unemploymentiand-
inflation and a ‘policy de-'.
cision favours mild re--
stimulation it will'have'to
be accomplished in’thé"
fave of poor busine'ss"
The chamber sees. the |
need for: A
@ a clear indication.
from the Government:as
to where and how far'it'is”
going in political réform; .
. @ immediate. allevi-:
ation of the serious unem-
ployment probleim; and .}
@ realisation;-that:
phasing out influx coritrol-
will lead to a new and:
powerful urbanigation
‘pivotal to future ecoHom-
iec griow ’t"“l'jf:é}?n, d
development’, - 14 .
‘Urbanisation will be
the new .generator ,of de-

mand through:the:whole

ments to sophisticated-
consumet goods.’ {
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e7he chamber: found “if- !
‘selfi-obliged to“examine |
| .theeiareas:in’which it/
| couldfuse! its influence to
| facilifafg‘:thg appropriate
Kind, of reformi;— speeifl-)
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By Frank Jeans
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Another bhond rate reduction,
probably to 18 percent for the
lower category of borrowers, is
expected soon,

A building society source says
that 2 mortgage rate cut can be
expected “within a couple of
weeks’, with bonds up to
R20 000 carrying a rate of 18
percent and R20000 to R40 000
at 18,5 percent.

The maj gr ‘building societies

reduced the bond rate recently
following a cut in the share rate
and further mortgage redue-
tions to help the over-burdened
hgmeowner are widely expect-

Mr Bob Tucker, managing
director of the SA Permanent,
says: “We are considering and
will definitely announce a fur-
ther bond rate cut. The amount
and the timing of the cut will be
announced in the very near fu-
ture.”

The Perm MD believes, how-
ever, that tax relief is a much
bigger stimulant to an economy
than falling interest rates which
he sees as “still staggeringly
high”, .

Speaking at a meeting of the
University of Cape Town Gradu-
ate School of Business Associa-
tion in Johannesburg yesterday,
Mr Tucker said: “We are very
worried about the present level
of the ‘brain drain’ which is cer-
tainly affecting the luxury sec-
tor of the housing market by

way of significantly depressed .

prices.

“All building societies, too,
. are suffering from a high level
of arrears and properties in pos-
session, and we all kriow that
the moment you start moving
these properties into a de-
pressed market this in turn has
a depressing effect on the hous-
Ing market itself.”

Looking at future housing
needs, Mr Tucker said the rea
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Bank promises further cut

Barclays, which introduced lower home loan rates last
month, is to drop them further on October 24, ,

A rate of 19,75 percent will apply from that date ‘to all
home loans irrespective of the amount,

This represents a reduction of 1,75 percent from the 21,5
percent which Barelays brought into effect on all its home

loans on September 24,

Barclays’ latest move follows recent announcements by
the major building societies of reductions in their morigage
rates, some of which are to drop this month to 19,75 percent

in the over R60 D00 category.
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Bob Tucker .. .worried about
the brain drain.

issue facing society was how to
satisfy the black market and
that on today’s projections and
at today’s prices, South Africa
will have to provide homes with
a total value of R100 billion by
the turn of the century.

ROLE OF BUSINESS

“This should be seen against
the fact that the total building
society market today is
R16 billion,” he said.

Referring to the Perm’s
stance as a mutual society in
the light of the new era of equity
freedom for building societies,
Mr Tucker said the role of busi-
ness should be wealth maximis-
ation for the entire community
as distinet from profit maximis-
ation.

“This might very well result

in a high level of profit in the
narrowly based First World '
economy but no facility at all
for the development of the Third

World economy as a result of

capital starvation,” he said.

“We regard ourselves as
trustees of an asset worth just
under R400 million without any
equity shareholders.

“We are in a trust capacity
and are responsible for deliver-
Ing that asset to the community
at large.”

Mr Tucker also said his so-
clety was not turning away the
small savers, despite the fact
that anyone in the banking field
knows that the small depositor
“only costs you”.

“We are continuing to accept
the salary schemes for the same
reason that we are in a position
of trustees of valuable assets,
albeit that the result'is a mea-
sure oi catastrophe in our
branch network,” said Mr Tuck-
er.

Emphasising his society’s
commitment to a stable lending |
policy across the whole spec-
trum of homeowners, the Perm
MD, said his competitors pushed
huge sums out into white goods,
overseas travel, ete, *

“They actually address their
liquidity on a variable loan
back-off. We have already said,
we actually owe- it’to the hous-
ing market not to aggravate
home prices,” he said,
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+Financial Staff '
The necessity to strive for poli-
ical reform.should not deter the
country from- giving urgent‘at-
tention to the economic and :fi-
nancial aspects vital to keep
South Africa attractive to' for-
eign investors, Dr Fred du'Ples-
sis, chairman of Trust Bank said
in the annual report. T

“It is a very unfortunate set
of circumstances which has
caused South Africa to lose soO
much of its economic and finan-
cial attraction for international
investment at this particular
time when the international po-
| litical- situation is s0 tense,” he

said. o L
Dr. du Plessis said reinstating
Soath Africa as a sought after
| country in which to invest could
i be an important counterweight
| against ‘negative political
trends.

Discussing factors which dis-
couraged financial investment
and involvement, Dr’du Plessis
said: “The South African, tax

attractive.”

- 1
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protection policy holds no at:
traction; for .international indus-
trialists. . :
“Numerous restrictions in re-

. spect of the establishment of in-

" dustries, the transport system,

as well as certain aspects of bu-
reaucratic and unnecessary ad-
ministrative hindrances need to
be corrected with energy and
resolution.”

Dr du.Plessis said the disci-

 plines of sound national finan- |

 cial housekeeping must be prac-
tised uncomprisingly.

——
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interpret untimely relaxation of
‘monetary and fiscal measures
‘as danger signals;- this discour-
-ages financial involvement and
investment”.

structure has become totally un-.

No international. investor -is
| inspired. with- confidence- by the.
inflation rate and our industrial,

-
F

«International businessmen |
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Mercury Correspondent

JOHANNESBURG——The
Government has official-
ly announced that push-
ing down the rate of
inflation is no lenger
economic policy priority
number 1. Priority has
shifted to promoting eco-
nomic recovery.

In a wide-ranging inter-
view in the Financial Mail,
Reserve Bank Governor
Gerhard de Kock says
that economic priorities
have shifted ‘from curb-
ing inflation to promoting
economic recovery.

~ But, he adds, ‘without
| the monetary and fiscal
r‘-{iﬂliﬂi&ﬂ of the past year,
inflation could easily
have been 30-40 percent.
| Economists agreed that
the 'switch In emphasis is
timely. Says Volkskas's At
Engelbrecht: ‘It is very
1| necessary to stop the

downward trend of the

q dangerously low level.’

| Employment
. Another adds. that the
political costs of further

' economy — it has reached

high.
Indian “whe
creased by 131 percent
hetween July 1984 and
July 1985.

It is thought to have
worsened in the past cou-
ple of months. No reli-
ahle figures exist for the
level of black
unemployment.

And while the pros-
pects of an appreciably
lower rate of inflation
may have diminished,
there appears to be con-
siderable scope for stim-
ulating the economy
without adding to infla-
tionary spiral.

Imports

Economists argue that
an increase in -demand
flowing from stimulatory
policies will lead to in-
creased utilisation of ex-
isting capacity in local
industry which 1s current-
ly at a low level.

Engelbrecht says that
this will result in a lower-
ing of unit costs and there
should be nNoO upward
pressure on the rate of in-
flation from this source.

unemploym ent are too

—

L

is the potential increased
demand for exports.

Government has tried
to pre-empi any precipl-
tous upturn in imports by
the recent introduction of
the 10 percent import

surcharge.
There does not seem to

be any immediate fears of

the inflation rate shoot-

ing up over the 20 percent

mark for any sustained
period, according to one
economist.

Fnough has been done
to contain the inflation

August '84 mea
the tough budget we
could have been in real
trouble.’

But there are still:5ome
shocks to be absorbed be-
cause of the lower rand of
recent weeks, the recent
petrol price hike: admin-
istered price rises and
the 10 percent import sur-
charge.

Barclays economist
Johan Cloete believes the
iatter could add a full
percentage point to the
inflation rate.

l——
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Standstill Co-ordinating Committee regarding the
repaymeni of South Africa’s foreign debt, yesterday
spelt out amendments to the standstill arrange-

ments.

He said that from the
experience gained 1n the
past inonth in the imple-
mentation of the ar-
rangements. certsin
problems and uncertain-
t1es had been identified.

Amendments to the
proclamation governing
these arrangements
were publiished in a
Government Notice on
Thursday

Dr Stals said in 2 siate-
ment rejeased here ves-
tergay that the amend-
ments relaited to the
repayment of ceriain
forelgn loans where
some diserimination 1in
favour of repavment by
the public sector had
now been eliminated.
and to 1mpori-related
pavmments where those
pavimments which were
not subject to the stand-
still restrictions had

been more clearly de-
fined.

Remitiance

“Regarding the repay-
ment of loans, it 25 now
been decided 1o allow
ithe remittance of capiiail
On maturing nearer-
bond: and bearer-notes.
Irrespective of whether
the borrower 1s a public
Or privaie secior 1nstitu-
tion. and provided such
bonds or notes were list-
ed oo any siock ex-
change on August 2§
1885 " he said

ir. the case of non-list-
ec¢ bonds or potes, spe-
cia! permission would
have {o be obtained from
the Standstill Co-ordin-
auing Committee bhefore
anv repaymen! of capital
couid be made

“It is the iniention of
the commitiee 1o allow
SUCh repaymenis 1p
those cases where suck
bonds or notes were ger-
erally 1aken ur anc are
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LNt Yo 1ot aj by I
porment: Ier zoods or
SETVItEe: Teceived 1n

South Africa on or after
January 1 thie vear, and
where pavment was to
be made directly 1o the
foreign supplier or to
any collecting banker on
his behal?

Settiement

Dr Stais said pavment
for poods and serviees
receivec on or after
Jauary 1 this vear would
also be alilowed without
restriction if settlement
was to be made 1n terms
of & documentary letter
of credit or of a docu-
mentary bill aceepted by
the 1mporter or bv =
banker on his behalf

“This should belp to
remove ail remaining
doubts 1n the minds of
foreign exporiers and
bankers tha! pavipent in
the norma: course for
South Africas imports
Or 2004dSs ana services is
not aftected by the pre-

'Sent standstill arrange-

ments ana mas be freely
made and transmitted as
In the past subject only
to the wusua: exchange
control reguirements.”
he sz1¢

Dr Stalr saif the Mip.
ister of Finance has now
designated the Stand-
still Co-ordinating Com-
mitlee o exercise the
powers vested 1n the
minister and the Trea-
suryinterms ¢ofthe proc-
lamation

Prirective

In terms of nev ex-
change contro. direc-
tives 1ssued on Sepiem-
ber 30 te supplement
existing conirols
foreign-conirulred Soutth
Africarn suts dsaries
coulc now onh irunsfer
divicenc: i¢ the:r
ferel1grn. perent com-
pantes il they were de-
¢lared from p=e T1is prn-
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'had been given further

instructions about the
transfer of foreigr, ioan
funds to the special re-
siricted accounts with
the Reserve Bank estab-
lished on September ?
“South African bor.
rowers of foreigr fungds
are only required tc
make pavments into this
account at the date of
the final maturity of
their foreign loan con-
mitments 1n cases where
no extension for the re
pavment of the ioar is
desired. or where an ex-
iension cannot be nego-
tiated with the foreign
iender,” Dr Sials said,

Questionnaires

The HReserve Bank
would, in the course of
next week, througr the
branches of the commer-
cial banks and the gov-
ernments of the inde-
pendent national] states,
make guestionnaires
available to the public.
inciuding companies,
pubiic corporations anc
other vublic bodies The
Quesionnalres should
be returned o tht he-
serve bany not lalter
than Octoper 22

“In cases where the
Reserve Bank 15 in pos-
session of the addresses
of persons or bodies
with foreign Liabilities
Llhe gquest:unares wili be
sent direcids 10 them for
compietion

“The onus to obtain
copies of the required
report forms. however.
remains on the person or
bodyv Liable for the comn-
pletion thereof.,” he said,
agding that all informs-
tiop disclosed would be
treated as confidentizal

“An appeal 15 made 10

all members of the put-
Itc with owvtsiznding
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ARTINL t‘.éy
Thousands of.job vacancies for engineers, artisans,
nurses and other skilled occupations still exist despite
the economic recession, according to a Department
-of Manpower survey, i J ;o
However, many compaties dre reln
cant.posts because of the recession. ,
The;survey, which éxamined the position of vacan-
cies in various oceupations in September 1984,
‘'showed the following shortages: | ‘7 “;j
@ Atotal of 203 174 vacancies in'alll' o
(4 percent vacancy rate), '
@ Abgiit 23 507 vacancies for ‘artisans (7 percent va-
caney rate), | - . e
® Vacancies for 41 646 peoplé in the professional,
semi-professional and technical category (8'percent
vacancy rate). ek ! Ty R

® About 9663 vacancies for nurses (12 pereent-vacan-

il va-

cupations
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ey Take) il ekl ool
. BA ftﬁ},?.l'?f,ﬂ#ﬂ}20;9ﬂ5fll?f,f-‘rijpghygga’:jc;g%&;(% | ?E};ﬁfb
' cancy, rate). Lo o P X
@ About 3636 vacancies in the sales and related cate-
gory (1 percent vacancy rate). N

e ' - " - 1 ," ' ,;..: e 2 -‘:‘lh -"‘h‘il':l",\‘
According to'the:Federation ofiSocieties of Profes.

" L] . I ’ o ' irr W oYy 1 .qh.;‘]*..-._ 1 -~
sional. Engineers, the- total' nupaber'of vacait posis
was 1816 in the. engineering and technical job catego-
l‘d}" R *‘aL’ELji.*:.";!,af €k, LN e g iy MET -
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““Weihave beefi sayilig for several yesid this the
demand for technically qualified people is signifi-
cantly higher than the supply,” said the President of
the Federation, Mr Douglas Mills, A
N oo

a_ " — —_ -

_——

1 .-
'fﬁl l|-|.I= R ]~
L] k‘!:thkqlf

Lty - H
wa_‘tﬂ
L ¥



by, L Tm FTE 1 gty ey r T | Al — R N ¥

————

4 ( BUSINESS DAY, Monday, October 7 1985

Dramatic rise in debt judgments to R247m

Credit checks ti
as unemployn@at and

g

e
en

1

insolvency figures rise

I Business Day Reporter l

MORE stringent credit checks
are being made on new and par-
ticularly on existing credit cus-
tomers as insolvency and unem-
ﬁloyment figures reach new

eights, says Graham Miller, a

director of Dunn & Bradstreet.

He says since last December insol-
vencies have increased every month
except April, pushing the total up
1056% to 1 123 for the first five months
of this year compared with the same
period last year.

Similarly, white, coloured and
Asian unemployment has doubled,
climbinf from 30 000, which was still
“normal” until August 1984, to 60 691
in June this year,

Company liquidations were up by
only 104% to 1581 in the first six
months of this year, but this figure
represents an increase of 27% over
the liquidations figure for the last six
months of 1985.

BANKRUPTCIES AND UNEMPLOYMENT
BANKRUPTCY UNEMPLOYED
NUMBERS 000

7 60

.‘I.‘
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— = COMPANY LIQUIDATIONS
e eeens [NSOLVENCIES

orerer UNEMPLOYED (WHITES, COLOUREDS,
& ASIANS)

The concern being shown by credit
managers about these trends is re-
flected in the increasing number of
inquiries by banks, finance houses
and retailers rechecking existing cus-
tomer’s accounts or registering them
for constant monitoring.

“On our commercial file, contain-
ing more than 170 000 full business
records, about 60% of all inquiries are

now on existing customers, with the
remainder being split between new
accounts and marketing information .
services.

“The doubling in the value of debt
judgments to R247m for the first five
months of 1985 over the same period
last year tends to indicate that the
forecast 424 000 }'udgments for 1985
will have a value of more than
R700m.

“The reason for the dramatic esca-
lation is that many more ‘big ticket’
debt items such as motor vehicles,
furniture and even rent are becoming |
the subject of legal action.

“However, although the figures
paint a gloomy picture, companies
and individuals are realising what it
means to preserve their credit re-
cords.

“Top business managers are also
depending on professional credit
management In the generation of
cash flows and the protection of what
is often their largest single asset, the |
accounts receivable.”
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* By Michael Chester

-

. Inflation has shrunk the buying . |
power of the rand to less than |
, wH c over the past 15 years.

A ‘mixed basket of consumer

items that cost only R64 in

i~ 1970 now carries a price-tag
~  of R292 or more.

The slide has been tracked by
the Bureau for Economic Re-
Search at Stellenbosch Uni-
versity amid growing alarm
that the prices spiral seems
| likely to worsen. —

The overall cost of living is now
almost double what it was
only five years ago and there
is'a growing list of ifems —
from breakfast .cereals to
medical bills — that already
show increases of more than
100 percent since 1980.

The mmpact of inflation on the
“changing profile of South
Africa has been underlined by
a bundle of new supplemen-
tary notes that Central Statis-
tical Services has issued with
its latest bulletin on the con-

: sumer price index.

. FACELIFT

The notes are largely devoted
to an explanation of the dra-
| matic facelift the department
‘ has given to the various in-
come brackets it uses to work
out the average rate of infla-
tion from the huge differences
in spending patterns between
richer and poorer families.
The wupheavals in prices and
wages over the past decade
have made nonsense of the
°  definitions used by the CSS
when it compiled the basis of

oy

Y PRICES——

‘THE SHRINKING RAND
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the inflation index in 1975.
® “Lower incomes” which, 10
years ago, were regarded as
under R2000 a vyear, have
heen redefined as R7000 or
below.
‘Middle incomes” have been
rnoved from between R2 {000
. and R5999 a year to between
R7 000 and R20 mmu
® “Higher incomes”, which em-
braced families with annual
earnings above R6 000 in 1975,
now cover earnings of more
= than R21 000.
. The definitions are more than
« academic. They have enor-
mous impact on the ultimate
analysis of the 250000 price
quotations gathered by the de-
partment on 600 different
:mEm and services. .

m_cw example, the lower in-
r come group forks out no less
~_~t{1an 60 percent of earnings on
.. Such basics as food, clothing,
+ footwear, heuse rent and pub-
ﬁr lic transport. .The mixfure
.. nieans that the group’s @nnual

m_
w
w \ mm_“m of inflation is nE.H.mﬂG

running well below the aver-
age at 13,9 percent.

In contrast, the higher income
group — which spends less
than a third of earnings on
such basics and a hefty 34 per-
cent on luxury items — is
shouldering an inflation rate
of 17 percent at the moment.

It underscores how widely infla-
tion differs according to liv-
ing styles.

Food prices increased only
12,5 percent over the past
year and clothing prices by an
even slower 12 percent.

Running a home — paying
bonds or rent, rates and so on
where the bills get higher as
the standard of living im-
proves — now costs nearly
20 psrcent more than.a year

“fago..-Running a car costs
- 25 wmnmmﬁ more.

Qmu_HmH Statistical mmﬂ.ﬁnmm has

1 =t

changed more than its title (it
used to be called the Depart-
ment of Statistics) in recent
years. It has also twice al-
tered the date it uses as the
base from which to measure
inflation.

The base used to be 1970. Next it
was bounced to 1975. As the
figures looked more and more
alarming, the base date was
more recently shifted to 1980,

But a lot of digging can still
track the disastrous course of
inflation — from 1,3 percent
in 1960 to 5,3 percent in 1970,
13,8 percent five years ,ggo
and now 16,4 percent.

It looks m: the more like a
horror story when compared
with the successes of most
overseas trading partners in

bringing inflation to heel — to-

under 4 percent in the United

States, Canada. and Australia,

x

less than 2,5 percent in West
Germany, and well below

2 percent in Japan.
Pushing the base date of the

consumer price index forward

still fails te camouflage the

havoc. When all 600 items in

the CPI basket are counted,
one shudders to discover that
the cost of living has climbed
by no less than 95,6 percent
since 1980 and is poised to
show a doubling in less than
SiX years.

Alhough food prices as a whole
have risen at a slower pace,
grain products have shot up
by 127 percent. Coffee dnd tea
are also more than ﬁﬂ_nm *as
expensive.

Medical bills have more .than
doubled. So have cold drinks.

7 Housing is 125 percefit dearer.

True, wages and salaries have

Enwmﬁma along  with prices.

The national average, as
worked out by the Bureau for
Economic Research at Stel-
lenbosch University, has in-
creased more than five-fold
since 1970.

In cash terms, the average earn-
ings of white workers in the
non-agricultural sectors
jumped from R3 252 a year to
R16 836 in 1984. But the focus
alters when inflation is taken
into account.

In real terms, white incomes ac-
tually shrank between 1975
and 1980 and again in 1983
and, last year, stayed only
3 percent ahead of the prices
spiral.

Black workers fared relative-

ly better with their average
wages n:EuEm rore ﬁ_mn

._._

But despite the improvements,
average black wages last
yvear were still no higher than
R363 a month.

The only comfort was that they
have stayed ahead of inflation
in every single year since
1970. Even reduced to real
terms they rose by more than
10 percent a year in the mid-
1970s when they made their
best gains.

The pace slackened after that,
down to a meagre 1,2 percent
in 1978 and only 1,8 percent in
1983. But, last year, they out-
paced inflation by 6,2 percent.

But the rands in everyone’s
pockets have suffered alarm-
ing losses in actual purchas-
ing power. - The Rl note of.
1970 shrunk to Ezw 36c 5

—_—

800 percent in’ ,“ :
years — twice mum__ g ¥, % m ﬂﬂum% Today it is worth no”
white pay pack “_. y _“___ [indl _: X i ___ ‘pmore than a miserable 21e¢.
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. GOVERNMENT steps to stimulate

the economy could plunge the coun-
try into even greater trouble, lead-
ing to an inflation rate of up to 25%
Afrikaanse Handelsinsti-
tuut’s vice-president Christie Kuun
has warned.

Kuoun, who is also senior general man-
ager of Saambou National Building
Society, strongly criticised govern-
ment’s economic moves saying a mini-
revival was the very last thing SA need-
ed now.

Addressing the Western Transvaal
AHI regional conference in Lichtenburg,
he said government steps might lead to
lower interest rates put an aritificial
revival would be too short to activate
employment in a constructive way.

In addition it would lead to the decline
of the surplus on the current account —

~ something which should be jealously

safeguarded.

--‘------F“,n
e e -

. T

[ Business Day Reporter l

«political expediency rather than
sound economic considerations appear
to have led to the announcement 0 the
steps,” he said.

“This type of action indicates a lack of

positive economic strategy.”

Kuun said it was important that gov-
ernment should exercise the greatest
judgment and care in doing the right
thing at the right time, rather than allow
day-to-day political and econornic panic
action with any indication of a construc-
tive economic plan.

SA was in its deepest crisis since the
Second World War and the business sec-
tor would rather see normal aconomic
sorces of supply and demand run their
course so that sound foundations couid
be established on which growth could

*
k]

d

}

take place through the investment cycle.

gy



FU :va"'i-i-'-'u‘ufr-'“q '..“ LAY SR
T-RE LELA 'ILIJ..L]. ‘!-g[,_ 'h

19fes | 480

r.I o~ '&I’ :m

Argus Foreign Service

LONDON. — South Africa has
suffered continuing outflow of
‘““‘several hundred millions of
dollars” over the past six
weeks, according to the Gover-

nor of the Reserve Bank, Dr
Gerhard de Kock.

This had taken place in spite
of the moratorium on capital
repayments designed to stem
South Afriea’s outflow of for-

,€ign currency.

b

This outflow, caused by the
maturing of South African se-
curities issued in London and
outside the August standstill,
had meant that South Africa
had been unable to rebuild her
reserves, in spite of the contin-
uing current account surplus.

These outflows would contin-
ue for some months, though at
a decreasing rate, making it
even more pressing for South
Africa to reach an early accord
with its bankers.

Dr de Kock is in Seoul for
the annual meeting of the In-
ternational Monetary Fund arnd
World Bank.

It was loans between banks,
including loans by interna-
tional banks to the South Afri-
can affiliate of both Standard
Chartered and Barclays which
Dr de Kock described as “our
achilles heel”.

These loans amounted to

$6,5 billion, out of a total debt

Money outﬂow from
continues, De Kock says

of $24 billion. Of this $24 billion,
$14 billion would mature within
the next 12 months.

Next year, the South African
economy was expected to grnw
by 3 percent and produce a
current account surplus of

about $2 billion. But this situa-
tion could not be sustained. If
South Africa was to continue to
grow it would again have to
become a capital importer.

Dr de Kock said he belleved
South Africa would be able to
continue to borrow to finance
imports.

“But this would not be
enough,” he said. He argued
that the whole Southern Afri-
can region wotld face econom-
ic hardship if South Africa
could no longer borrow abroad.

While the economic sanc-
tions imposed by the United
States, France and other coun-
tries had had little direct eco-
nomic effect, they had been a
psycholuglcal blow This
spread to the international fi-
nancial market.

Dr de Kock said he realised

how serious the country’s fi-
nancial position had become

when the US sanctiones deal
passed Congress and he was
told by Mr Jake Butcher, ehair-
man of the large New York
bank, Chase Manhatten, that he
country was being dropped be-
cause it was an “international
pariah”.

Dr de Kock was concerned
that South Africa might slip
into a siege economy if sanc-
tions were toughened or if
Swiss banker Dr Fritz
LLeutweiller — who is to call
a meeting of the 29 main credi-
tor banks in London this month
to try to get them to review

. their credit lines — was unable

to reach agreeement before the
end of this year when the pre-
sent moratorium on capital re-

payment expired:

A siege economy might al-
low strong growth in the short
term as in Rhodesia after UDI,
but it could not he sustained.

® Meanwhile,the Reserve
Bank has appealed to the pub-
lic of South Africa, SWA/Nami-
bia and the independent home-
lands to submit information on
their foreign liabilities to the
bank by October 25, Sapa
reports.

In a statement the bank said
the information would enable it
to assess the need for planning
South Africa’s foreign debt re-
payment programimne,

In terms of the exchange
control regulations the rele-
vant forms had to be complet-
ed by all residents who had for-
eign liabililes as at August 31
this year. Copies of the forms
are available at all branches of
the commercial banks and at
the government offices of the
independent national states.




A NUMBER of economic analysts, includ-
ing official spokesmen, have made the
" point that economic sanctions are going to
- force South Africa into being a net export-
er of capital over the next five years, The
- consequences of that for economic growth
will be very serious.

Growth requires capital formation, and
-.capital formation requires financing. De-
_veloping countries, like SA, do not normal-
.ly generate a volume of domestic saving

sufficient to provide the capital formation
. necessary for internal development, and so
' it is natural that they import needed funds.
‘. John Tilston’s table in Business Day of
_September 11, summarised the relation-

: ships. What the table did not show, howev-

+'er, was:

1) the extent of the deferioration in the
growth of the South African economy since
the late Sixties;

Figure 1 — Growth and the financing of investment

ported capital after 1980;

3) the secular decline that is evident in the
real return on capital in SA; and

4) the likely consequences for growth, infla-
tion and investment returns of any ex-
tended capital outflow during the period
between now and 1988.

The tables and graphs given here illus-
trate these poinfs. As can be seen from
Figure 1, real GDP growth averaged only
1,2% in the 1980-4 period. This compared
with an average growth rate of nearly 3,7%
in the period 1976-1980, but both these fig-
ures are significantly below the 5% pa
considered to be the potential growth rate
for real GDP (on a sustained basis)
in the last published Eco-
nomic Development Pro-
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Figure 2 — Gold price

7 _.m-mv the increase in our dependence on im-
8 Year Periods
. 1968 [1978-83
Per Cent — Par Annum
_Reat GDP Growth 4,11 2,44
Currarnt Prices — Am

foreign capital is the virtu-
al collapse of personal sav-
ing and saving by the gov-
ernment seetor during the
1976-80 period. During the
period since 1980, their con-
tribution has been barely
12%.

Had it not been for an
average annual capital in-
flow of R953m since 1980,
the increase in real GDP of
1,2% would certainly not

S Year Period ' Year Poriods have been realised. One is
driven to the conclusion
Dollars/cz ital outflow in present cir-
Actual 84,11 | 346,70 | 277.14 | 469,60 : :
Real* 57.74 | 13262 | 12398 | 18262 cumstances will quickly
Rand/oz force real GDP growth into
Actual 62,05 322,69 227,86 488,17 Hmwmﬁm_ﬂm &QE—..OH.%.
Roa)® 38,71 86,29 79,93 | 103,80 .
Rand-Dolar Exchange Rata 1,3556 | 1,0747 | 1.2183 | 10476 During 1976-80 there was
- " an annual average net cap-
Figure 3 — Net raserve position ital outflow of R1 211m but,
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142° 387 720 842 521 .
Hﬂﬁumﬁuﬁ”ﬁuq 2 139 83 a3 137 ginning of the 1984-88
_| Hidden Resarve 1119 488 347 454 438 period with net reserves
.| Grend Total — Gross 3008 | 6279 | 6316 | 5778 | 5688 that are negative, and so no
"1 Less Short-term Lizb. 1732) | {873 |(4486) [16093 16681 | longer have the reserve
Net Reserves 1386 { 5406 857 (316) (26) cushion with which to
Mo B36 | 1182 | 1882 | 1640 | 1787 “.mnmnnm part of our future
(MR .
Cros ) es/MIR y g AP Ay 1 investment requirements.
.| Net Reserves/MIR 2.5 4.5 0.5 0.2 - The poor performance of
g e growth during the 1980-4
| Dollars — per oz 133,70 | 598,560 {379,562 |308.30 (316,00 period is the more remark-
| Rand — 116,30 | 450,10 |481,70 [611,10 [£19,47 X
r-$ Exchange Rato 11800 | 1.3294 |0.8220 |0,6045 |0,5085 able because it occurred
o when the gold price (in dol-
Gross Total 2604 | 4723 | 4289 | 2914 | 2842 lars as well as in rand per
' { Less S/T Foreign Dabt 1608) | (6857) [(3664) [(3074) |I(2865) ounce — see Figure 2) was
7| Net Total 1188 | 4068 705 (168) {13} the highest it had ever pre-
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viously been, even adjusting for inflation.

(It should be noted that the definition of
net reserves used here is not strictly com®
parable to that used by the Reserve Bank
in its calculations, but the difference is not
material and in no way affects the conclu-
sions indicated).

Figure 4 makes clear that the return on
capital in SA is in clear secular decline.
During the period 1968-76, the ratio of aver-
age real GDP to the average of the real
fixed capital stock was approximately
43,4 %.

During 1976-84 it fell to 35,5%, but within
this period further decline is again evident.
Thus the ratio was 36,9% in the 1976-80
period, but it averaged only 34,7% during
1980-4. With the continuing rise in our dom-
estic cost structure and the decline which
is taking place in the rate of growth of real
GDP, there is little prospect of this major
trend being reversed in the foreseeable
future.

This is a problem of some importance tg
the capital outflow that is now being im-
posed on us. We need no gratuitous help
from misguided or opportunistic politi-
cians! Capital inflows are a function of risk
and return.

Aggravation

i

'The return aspect of trade-off is deterio-
rating and its effect on capital flows would
be compounded by any further aggravation
of the risk aspect. What the situation calls
for is all the rational ingenuity and stolid
forebearance we can musfer. Wild re-
sponses have no place in the present chal-
lenging situation.

What might happen is suggested by the
projections in Figures 1 and 4 for the 1984-8
period. This provides for an average annu-
al capital outflow in current rands of near-
ly R4 000m, which looks large but is not
really much bigger than the average annu-
al outflow recorded in 1976-80 when adjust-
ment is made for inflation.

In such circumstances, our level of gross
domestic investment (fixed investment
plus inventory investment) would be only
88% of our gross domestic savings and real
GDP growth would decline to well under
1% pa. In per capita terms, that would
imply a decline of about 1,5% pa because
population growth is, itself, around 2,5%
each year.

For living standards, but especially for
the living standards of groups already
close to the poverty datum line, this would
amount to a big deterioration. When real
incomes on average decline by 1,5%, the
incomes of many can be expected to de-

bl o\sh e
cline by more than 10% becauke some in-

comes (linked to still-expanding industries)
will actually increase. In short, for great
numbers of people the decline in income
will mean they will eat less than they did
previously.

Now let us impose on this heavy putting
down of social unrest — as has been sug-
gested by Conservative Party leader Dr
Andries Treurnicht and others. The results
are not hard to imagine. Not only would
our immediate financing difficulties be
dramatically worsened but the threat to
our export receivables would be immedi-
ate.

' Indeed, as these words are being written,
that threat has increased alarmingly (with-
out Treunicht’s help), and in a number of
critical areas business is beginning to be
diverted away from SA, either because of
threats of overseas trade union action or
because of precautionary moves by foreign
users of our metals and minerals worried
about their current dependence on us, and
about the future cost and continuity of
their supplies.

Speaking plainly, they are distancing
from trouble for pragmatic reasons and
who can doubt that they would distance
themselves more were a Treurnicht-type
of policy to compound international out-
rage.

The point, finally, would be reached
where decent people overseas, who pre-
viously we had counted among our friends
and who had been prepared, even during
very discouraging circumstances, to be un-
derstanding of our complex problems,
would turn away finally in disgust and
revuision.

(It is an irony we have to learn to live
with in the post-Holocaust era, that geno-
cide has ceased to be a policy option for all
Europeans. What non-Europeans do to one
another is one thing. How Europeans be-
have both with respect to themselves and
to others, is another).

And whites in SA, in terms of their own
assertions of affilliation, are European and
Western. The double standards lament
loses value viewed in this light and exposes
the fallacy of the cail to oppose Third
World unrest with Third World-type re-
pression.

To accept that would be either to reject
what being European and Western is sup-
posed to mean, or to foster the perpetua-
tion of a moral schizophrenia that permits
one category of official response to persons
of one’s own race and a different category
of official response to persons of another.

Presently, the one thing we have going
for us economically is a BoP current
account surplus of about R6 000m a year
(nearly $2 500m at $0,40). This needs to be
conirasted with the total of our overseas
debt of about R60 000m ($24 000m), well

| I I |

over 50% of nominal GDP.

It takes no great computational ability
to estimate an amortisation period in ex-
cess of 10 years, but it would be quite
wrong to take the current acount surplus
for granted.

Firstly, there is a problem of cyclical
variation. The surplus is a result of both
favourable conditions in export markets
and recession at home. Both these will
change in time.

Secondly, the buoyancy of our exports is
also the product of a finely balanced de-
mand for primary materials of which we
are often large but by no means monopolis-
tic suppliers. Any cutting off of export

Figure 4
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