


SA appliances firm
casts trade net wide
3 -

awareness now translating into sustain-
able sales,” he said.

EXPORTS are set to play a major role Africa, argues Macnab, has vast
in the product development and expan- potential for further expansion provided
sion plans of leading white goods¥® South African companies are willing to
manufacturer, Defy  Applianc O‘in\rest time and effort.

Limited, following the company’s ph.‘lgg\‘ The company had also had some suc-

'By Sowetan Business

into foreign markets. ess in other developing countries, par-
The expansion programme, says ticularly in South America and Central

Defy Appliances, will account for a sig- erica.

nificant proportion of its annual turnove Detfy has exhibited its products at a

by the end of the century aumber of international domestic appli-

According to Defy’s export director \ances exhibitions. It is also nvestigating
Guy Macnab, his company’s main focus {\the supply of custom designed and pro-
for exports will be mainland Africa and N duced airconditioning units to a well-
the Indian Ocean islands. R known international hotel group for

Referring to African trade, Macnab N Jinstallation outside of South Africa.
says: “Zimbabwe is one of Defy’s Deiy’s products have comfortably
largest trading partners but a lot of effort Y complied with international standards
htas been put into other African countries \with regard to safety and quality and it
to establish the Defy brand name and it\shas already attained these for most of its
is starting to pay off with greater brand \products.
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THE Zambian government rejected calls by
local farmers and traderstobani

mports of SA and
i@in;}habweau pork which they s
o

are flooding the
market, #H.Er
Although the Zambin Nation

uleya says Zambia
hasg led the romotion of regio

nal frade and cannot
complain about fierce competition,

He adviged pig farmers to be more efficient,
ambia is a member of the

Southern African De.
velopment Community and the Common Market
for Bastern and Southern Africa (Comesa), and
believes such g ban would run countey o Comesa’s
ideals, Muleya says,




Smiling economists looi on highs of rand’s

RAND AGAINST POUND
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ALIDE DASNORS
Busmess EDTOR

Economisis are far from being wor-
rmed about the rand’s stide against the
US dollar, and rather welcome itasa
boast for South Africa’s exports.

The rand fell through the barrier

of five to the dollar this week as the .

American currency surged ahead on
international markets, and it also
slipped against the British pound.

This makes South African imports
—or at least those priced in US dollars
and British pounds — more eXpensive.

But it also makes exports cheaper,
helping to offset the export advantage
gamed by several Asian countries as
a result of the fall m the value of their
currencies this year.

“South African exports are more
competitive than they were a we ek

r P

-

ago,” said Reserve Bank econo
Berniede Jager.

Economists agreed that the
rand’s slide against the US dolar
and the British pound reflected the
strength of those currencies rather
than the weakness of the rand, and
pointed out that against currencies

like the German mark and the ,

Japanese yen the rand was holding
its value,

«The dollar and the pound are the
two strongest currencies in the
world,” said Boland Bank economist
Francois Jansen.

He attributed the US dollar’s
strength to good growth prospects in
the American eConoimy.

The pound, he said, was riding
the wave of the British decision not
to join the European Monetary
Union and not 10 make the pound

lows jo
%i_m&,%

part of the new faropean Cur-

rency, the Buro.

«The Euro 1s seen as a weak cur-
rency - and the pound isseenasa
better bet,” said Mr Jansen.

Seen in teyms of the basket ef cur-
rencies against which the Reserve
Bank measured the value of the
rand, the slide was relatively small.

Midweek, the currency had lost
only 1% of its value last week, noted
the Reserve Bank’s Mr De.Jager.

Nor was the Bank particularly
worried that higher-priced
imports would set off a new surge
in inflation.

Conservative monetary policies
(such as high interest rates) would
help to keep mflation dowiL

Mr de Jager said: “The inflation-
ary effects of higher Import prices no
jonger filter throwgh the economy in

the same way as they did a couple of
years ago, partly because of tougher
competition.”

He saw the rand settling at about
R5.15 to the US dollar by year-end,
while Pieter Loubscher of the Stel-
lenbosch Bureau for Economic
Research put it between R5,20 and
R5.25 to the US dollar — provided
capital inflows into South Africa
were sustained.

But Tony Twine, economist at
Econometrix, expected it to climb
back to R4,98 to the US dollar by the
end of the year.

The dollar, he said, would reach a
turning point later this year when
“+he bubble bursts” and investors
who were putting their money into
the US realised that there was not as
much prowth petential in its econo-

my as they thought
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Claire Pickard-Cambridge

SA EXPORTS to Canada had
more than tripled since 1993,
reaching a higﬁ last year when
bilateral trade exceeded
R2,5bn, Canadian Secretary of
State for Africa and Latin
America David Kilgour said last
week.

He told the Canada-SA
Chamber of Business in Johan-
nesburg that the balance in
trade had been “well in SA’
favour”,

Kilgour, who is leading a
trade and investment mission
to a number of African coun-
tries, said that Canada was one
of SA’s fastest growing markets.

As amarket for Canadian ex-
ports, SA ranked in importance
alongside India and Chile.

“We now have 75 joint ven-
tures involving Canadian com-
panies in SA. The rest of Africa
also benefits from Canadian di-
rect investment.”

mining sector, for ex-
ample, SA’s Rand Merchant
Bank had estimated that Cana-
dians were taking part in more
than 50% of the new mining
ventures in Africa.

He said Canadians were bet-
ting on the “African renais-
sance” with SA as its key part-
ner. A high point of Canada’s
new relationship with SA would
come later this year when it
hn;i;ed to welcome President
Nelson Mandela to Canada.
Trade and Industry Minister
Alec Erwin was also planning to
visit Canada this year with a
large trade delegation, he said.

The Canadian government
was supporting transformation
in SA through its development
assistance programme, and was
working with SA in four priority
areas where assistance
amounted to about R60m annu-
ally. These areas were gover-
nance, human resources devel-
opment, economic development

-anl
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and support for civic organisa-
tions. -

Support covered activities -
ranging from training magis-
trates o assisting with telecom-
munications and mining policy
reform, ‘o developing the skills
of young black business execu-
tives. A junior executive train-
ing prn%:'amme was launched
this week to enable young black
executives to broaden their ex-
perience by working with a co-
operating firm in Canada.

Other examples of Canadian
business links with SA included
the following:

[0 SAA express flew Canadian
region jets; and

[ Helicopters made by Bell
Textron in Montreal were used
by SA mining and transport
companies.

Kilgour said Bell's Rotary
aircraft had also been short-
isted by the SA National De-
fence Force as part of its re-
equipment programme.
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The largest export consignment of South African-built BMW ve-
hicles and the first-ever order for the UK will leave Durban this
week en route to Southampton, BMW said vesterday that more
than 700 3-Series vehicles worth about R78 million bave been

transported to Durban for export. Last year almost 4 000 3-Series. - -

vehicles were exported, mainly to Australia. By 2000, production .
will be up 250 percent and two-thirds of the 200 B-Senes vehlclea
produced by BMW SA will be exported. -

BMW said its internal employment would increase by about
25 percent, investment by suppliers to support the BMW export
programme could amount to an additional R1 billion and their °
employment would rise significantly, in many instances by up tﬁ

(1 EXPORTS TR 'B@J
BMW expo s cars rIL R78m to the UK

q:‘ﬁr;

100 percent. Other benefits at macro level included infrastructure :
development to upgrade transport and harbour facilities to cope

with BMW’s export programme, — Staff Reporter, Johannesburg :
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[ VEHICIES | v s
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Exports of SA-pro uce vehlcl’es‘

increased 76%, says Naamsc¢

Exports of South African- -produced vahl,cles were 76 I
2 954 unifs, higher in the first quarter of this year against thet -

year-earlier period, according to figures released hy the Natiunal
Association of Automobile Manufacturers of South Africa (Na aam- °
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. heavy commercial vehlclesintheﬁmtﬂ:reemonths of this year.”’
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Fitures released by Naamsa this mek‘shomd vehitle exyorta ‘,
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-increase in exports of South African-produced carsinthie first”
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- Light commerci declfxn@by Iﬁ,dpemgnwr
234 units, to,1 565 units in the first quagter:this year compared -
" with 1849 Jast year. Medium and heavy.truck;s alumped;by
' 25,5 percent, or 55 units, to 161 units from 216 units; Bxports ofy .
South African-produced vehicles totailed 19 569 1inits last year:- :
mmpared with 11 553 units in 1996 — Cﬁkﬂy{tg,Pmtomf S
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R5-hbn export

order f
0

Volkswagen South Africa has been
awarded a R5-billion contract to export ||
68 000 South African-buiit Golfs to 1
| Britain.
v The coniract has been awarded to VWSA
] by its German parent company.

VWSA plans to double its production out-
put immediately to servicetheorder.
~ Managing-director Hans-Christian
2 , Maergner says the company will produce
about 65 000 vehicles this year, of which 8 000
will be exported as part of the new contract. |

existing contracts and the rést made ayail- ﬂu
able for the South Africanmarket. © . -}
Next year, in addition to 56 000 vehicles h
for the local market, VWSA will manufac- |
tare 60 000 vehicles for export, bringing total
production in Uitenhage. 000 vehi
The R5-billion export; |
entirely of new, fouﬂh4§ei}§ tion Volkswa- |

gen Golfs. ﬂ/(’ﬁ' f/ 7 g o \
A s — a |
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VWSA wins
UK eXp ort con{ract

1215 |9%

Stan Map@gela

VOLKSWAGEN of SA has won a R5bn
contract to export 68 000 vehicles to
the UK in the next two years, a deal
which will double its production and
make it the largest vehicle exporter
and manufacturer in Africa,

VWSA will service the order on be-
half of German parent Volkswagen
AG, which is unable to meet the de-
mand for the new Golf through facto-
ries already producing the vehicle.

VWSA MD Hans-Christian Maerg-
ner said 65 000 vehicles would be pro-
duced in total this year, of which 8 000
would be expnrted as part of the new
contract and 4 000 wuuld be exported
in terms of existing contracts. The rest
were for SA.

“Next year, in addition to 56 000 ve-
hicles fur the local market, VWSA will
roduce 60 000 vehicles for export,

ringing total production in Uitenhage
to 116 000 vehicles.

“This order will have a substantial
impact'on our economy in the Eastern

R5bn

Cape and thus the country as a whole.”

The R5bn export order was for new,
fourth-generation Golfs.

Maergner said SA-built Volkswa-
gens had been well-received in Britain.
VWSA had completed a British export
order of 5 000 third-generation Golfs.

The new order would allow VWSA
to create more than 1 000 jobs in the
Uitenhage factory. “An additional
monthly wage bill of about R4m will be
injected into the regional economy:;
Capex totalling R150m will be under-
taken to expand infrastructure to fa-
cilitate completion of the order. VWSA
will also invest R10m in training for
employees working on the expurt pro-
gramme,” he said. Production of the ex-
port vehicles would start in July. “

The company has started ta]ks mth
the National Union of Metalworkers of
SA to allow workers to take their an:
nual leave over a two-month period;
rather than during the traditional
three-week motor industry shutdown.*

Comment: Page 13
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| - ed a RS billion contract by Volks

VW

Ror Cokarne

Pretoria — Volkswagen South
Africa (VWSA) had been award-

wagen in Germany to build 68000 ..
fourth generation Golfs for the
British market over the next 18
months, Hans-Christian Maerg-
ner, the managing director of
VWSA, said yesterday.

As a result VWSA wag expect-
ed to double its production out-
put and become the biggest vehi-

cle maker in Africa. Maergner

said 8 000 of these cars would be

manufactured this year, with pro-

duction starting in July, and
shipped next vearsg. - x4

) i

for us in the year 2000 and be-3.

yond,” he said. , .
Maergner said VWsa would
become a significant foreign ex-
change earner for South Africa
as a result of the contract, which
would have a substantia) effect on
the Eastern Cape economy and

on EmnW\ mNm %ﬂk“\ W

David Powels, the financial
director of VWSA, said the cop-
tract would create more than

~zeRalancy n - ¥ 1000 direct and indirect job at .
. “Everrmo¥e potenfial Bxists %.vﬁdmbﬂ Uitenhiage mmﬁiun?mr s

A training programme that
-would cost more than R1g million
had been set up.

Powels said the export project
required a capital investment
programme of R160 million, with
R104 million spent on manuface-
turing and assembly tooling and

&

production planning,

. :More than 70 percent of .the _
cash flow froin thereapital
ment programme would be to
South African suppliers.

Powels said export turnover
of RS billion wasg equivalent to
12 percent of South Africa’s total
manufacturing goods exports
and 20 percent of total gold ex-
ports last year.,

*

)

1

E

invest- "’

and the rest would be made avail-
Aable for the local market,

- Heé said VWSA would produce
06 000 vehicles for the local mar-
Ket next vear and 60 000 for ex-
port, bringing tota] production in
Uitenhage to 116 000 vehicles,

VWSA wonld have to move to
three shifts 5 day on a 24-hour
basis, six days a week, (o meet the
export volume.

I -
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| Volkswagen SA in

RS-bn expo

By Shadrack Mashalaba

OLKSWAGEN  South  Africa
(VWSA) satd yesterday it had
been awarded a contract to pro-
duce 68 000 cars for export to
the United Kingdom in a deal valued at
R5 billion.

The venture will make Volkswagen
the biggest exporter in South Africa
Volkswagen South Africa is expected to
detiver the cars in 18 months.

About 8 Q00 cars of the total numberw, “We wili need to make #

will be manufactured in production that
will start in July. The balance will be

manufactured and shipped in 1999. The ™%aid Maergner.

company said part of the total produc-
tion will inctude local content.

Addressing the media in Midrand
yesterday VWSA's managing director
Hans-Christian Maergner said the pro-
ject will not only benefit the Eastern
Cape, but the whole of South Africa in
expected foreign exchange and the jobs
to be created.

Maergner said the project will als
generate revenue for the company’s long
term strategy.

Maergner said a total of 1 000 jobs
will be created in a recrutment drive
that 1s expected to start in the coming
weeks. The workers will undergo an
intensive training programme.

The company will be sending about
5 of the workers to Germany to
acquaint themselves with the mannfac-
turing processes.

Maergner said that the group’s bull-
ish performance could result in further
export opportunities during 2000 and
beyond.

However if capacity at other plants
became available, VWSA would also

O

rt

{ \%f "1

have to make sure that it
remained a preferred sup-
plier within the group.
“Reliability has to be
guaranteed. We cannot
tolerate  unprocedural
labour disruptions. - .
“The rest of the world
not waiting for_ South
Africa to catch up but are
mproving in leaps and
unds.

quantum leaps to catch up
nd stay competitive,”

ment the National Union
t Metalworkers of South
Africa (Numsa) general
secretary Mbuyiselo
Ngwenda said coopera-
ion was critical to the
project’s success.

“We welcome the
roject and hope that it
will open the eyes of
other investors that
investment is not about bidding on the
Johannesburg Stock Exchange only,”
said Ngwenda.

He said the investment would ensure
that the upcoming Job Summit would
not turn out into a “posturing forum™.

The Department of Trade and
Industry has also welcomed the invest-
ment,

VWSA has also called for the reten-
tion of the Motor Industry Development
Programme (MIDP), a strategy devel-
oped by the Government in 1994 to

VWSA managing director Hans-Christlan
Maergner announced In Midrand yesterday that
the company had secured an export order for
68 000 cars valued at R5 billlon for shipment to
the United Kingdom.
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CLEMENT LEKANYANE

make the industry competitive. The pro-
gramme is expected to expire after 2002,

Maergner said they will continue
engaging the government on the pro-
gramme. The company was also plan-
ning to import some of its models to
South Africa such as VW Passat, VW
Sharan, VW Golf and VW Caraveile.

In the previous year the company
increased its production by 7.9 percent
to 4 290,875; sales rose by 6,4 percent,
total workforce increased by 7,3 percent
to 279,892,
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Johannesburg — The high
value of the British currency
and large car exports from
South Africa would shake up
the trade balance between
South Africa and the UK, its
largest trading partner, Nick
MecInnes, the British consul-
general, said yesterday.
' * McInnesd said the high
vaiue of sterling had seen
exports from Britain to South
Africa fall 10 percent in 1997.
UK exports were worth
£1,7 billion in 1997. Trade fig-
ures for 1998 suggested a simi-
lar fall may be recorded this
year, he said.

“UK exports to South
Africa were down by more

5!

4D
!

e
T

s

Nick MCINNES

This week, Volkswagen
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South Africa announced a
R5 billion export order of Golf §

models for the UK market.

McInnes said the high

than 10 percent in 1997. This foreign exchange rate wasen- §
trend looks as if it is continu-  couraging British companies §
ing so far this year,” Mcinnes  to establish joint ventures §
said. with South African manufac- §
Sterling has reached turers rather than seekingto ¥
record levels against therand,  sell their products in thelocal §
. | trading at R8,30 yesterday. market. -
. Meanwhile, South African “Much of the new invest- #
* | exports to the UK are resurg- ment is by smaller firms in- &
‘| ing, rising 10 percent last year  vesting in bricks and mortar g
to £1,3 billion. “South African  in South Africa for the first §
exports have for the most part  time, concluding joint ven- 2
traditionally been exports of turesor manufacturing under $
minerals, fruits and vegeta- licence agreements,” he said.
bles. UK companies have invested §
“However, what is nearly £1 billion since the
encouraging from the South  democratic elections in 1994.
African point of view is the “I am convinced South
very strong growth in Africa represents significant
| exports of manufactuped industrial investment oppor-
| | goods to the UK.” funities,” McInnes said.
\
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Simon Barber

WASHINGTON — The SA government
attacked American “vested interests” af-
ter the US International Trade Commis-
sion unanimously ruled on Friday that
US industry was being injured by sub-
sidised imports of SA stainless steel plate
produced by Columbus Stainless.

The ruling means the US commerce
department will now start to investigate
whether, in fact, Columbus has been re-
ceiving subsidies whose benefits may be
offset or “countervailed” by import duties
in order to protect US firms and workers.

Govt slams ‘vested

Responding to a petition _um_,um_.m.m US

firms and the United Steelworkers
Union, the department has already
agreed to look at eight subsidies thaf the
petitioners claim have given Columbus an
unfair price advantage in the US.
1hat enquiry was contingent on an in-
jury ruling from the trade commission.

SA ambassador Franklin Sonn issued
a strongly worded statement saying gov-
ernment “was deeply concerned” by the
commission’s decision.
The “complex and onerous investiga-
tion ... will unduly create uncertainty and
undercut the exporters’ access to the US

w:m ests’
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Sonn also blasted the US steel indus-
try’s “vested interests”, saying that it was
“regrettable” that they “clearly do not
share their government’s commitment to
the fundamental principle of global trade,
which is fairness”.

SA was not the only country hit by the
trade commission’s decision, which also
gave the go ahead for countervailing du-
ties to be considered on far larger stain-
less plate imports from Belgium, Italy
and South Korea.

At the same time, the commerce de-
partment will be considering antidump-

ing duties sought by the petitioners on
products from all four countries plus
Canada and Taiwan.

For SA, the countervailing case is po-
tentially more serious that the antidump-
ing one, even though the petitioners are
seeking stiff 37% dumping duties on
Columbus product.
1he commerce department has agreed
to study whether the Industrial Develop-
ment Corporation’s (IDC’s) contribution
of start-up capital to Columbus, in which
DC is a one-third partner with Highveld
Steel and Vanadium and Samancor, rep-
resents a countervailable subsidy.

If

_— . — - -

DC participation is found to be

countervailable, a number of other min-
erals beneficiation megaprojects in south-
ern Africa could become targets

Sonn said government was “committed

to facilitating and supporting the domes-
tic E@ﬁmﬁn%:mwﬁ stressed that “this has
been and will continue to be done within
the multilateral trading system” and in
accordance with its rules.

The commerce department is sched-

uled to issue a “preliminary determina-
tion” on countervailing duties at the end
of next month and on antidumping duties

in September.
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Exportboost could create 1,7-million

Renee Grawitzky

ONE million skilled and 700 000 un-
skilled jobs could be created over the next
five years if SA’s nongold exports more
than doubled its 1994 levels, a report com-
piled by the University of Pretoria says.

The report also found that increased
government investment in “kickstart”
public works Programmes, at least in the
short term, could Create up to 1,7-million
job opportunities for skilled and unskilled
workers by 2002,

The implementation of government’s

procurement policy aimed at developing

micro-, small- and medium-size enter-
prises was also viewed as a constructive
initiative 1n creating jobs.

These Mm&uﬁm emerged from an econo-
metric analysis conducted by the Univer-
sity of Pretoria’s Bureau for Economic
Policy and Analysis which evaluated var-
ious policies aimed at enhancing the
labour absorption capacity of the economy
and reducing unemployment. The report
stressed the importance of policies ﬂmmn._p
promoted education and training but ex-
pressed caution over wage subsidies.

SA’s labour absorption rate, the report
found, had declined from 80,9% between

o 24

1960-65 to 8,4% during 1985 and 1990, H@ﬁcm@@mﬁmﬁc} for sustainable

was also revealed that more thap half of
total unemployment was among young
people (less than 29 years of age): about
43% of the unemployed had education lev-
els of less than grade seven and nearly
69% of all unemployed workers were new
entrants to the job market.

The report said unemployment was
caused by the lack of appropriate working
skills and a “hostile market environment”
which was a manifestation of trade union
militancy and the “ill-timed implementa-
tion of some questionable labour policies”.

The report argued that a broad eco-

growth, development and labour absorp-
tion required trade liberalisation (includ-

.Ing labour market flexibility): labour-in-

tensive small- and medium-size enter-

. prises; economic stability and investment

ininfrastructure and training.
International trends had shown that
economic growth flourished where flexi-
ble labour markets existed, the report
said. However, the SA labour market was
not in equilibrium, while the other major
markets were showing a greater extent of
stability. At face value, 1t would seem that
labour policies were at odds with other

BUSINESS DAY, Monday, May 25 1998 3

\ﬁumnw measures, such as the growth, em-
ployment and redistrbution strategy, the
report said.

The report found that since 1980 the
average remuneration 1n the public sector
increased at a faster rate than in the pri-
vate sector. It was also revealed that al-
though wages for skilled workers were de-
termined by demand and supply, un-
skilled wages were determined ww factors
other than demand and supply and relat-
ed to other variables such as trade union

ower and militancy. “The wage here 1s
w.ﬁrmn. than the equilibrium market
wage, with unemployment as the result.”

—_




- links to boost

About R1-billion will be

(G

spent on.

upgrading rail links to facilitate meore iron

*

HE carrying capacitya

rail link between' the
Sishen iron ore deposit
and the Saldanha export
port will be increased by.almost
75% in the next 10 years at a cost of
about R1-billion. Tk

The first phase, announced by
Orex, the Spoornet business unit
dedicated to the transport of-iron
ore, will be capital expenditure of
R170-million. This will increase ca-
pacity from the current 22-million
tons a year to 27-million tons in the
next three years. -

Capacity will then be increased
gradually, on a yearly basis, to
reach 38-million tons by 2010. To
achieve this, the carrying capacity
of wagons will be increased, more
loops or passing points intro-
duced, trains will be longer (with
greater frequency) and more
motive power will be added.

Iscor is confident it will be able
to increase its exports by about 8-
million tons and will spend R550-
million to increase production at
the mine, while Portnet will also be
required to upgrade equipment,

exports, writes WOHM ROBERTSON
T,

UALAE
g tipplers once the 27-mil-

lion ton figure has been reached.
Khutso Mampeule, executive
manager at Orex, says Spoornet
management has granted permis-
sion to embark on the expansion
programme to 38-million tons. “It
is a great vote of confidence for

Orex, Iscor, Assmang and
Portnet.”
The line, which at 933km is the

longest bulk haul ratiway in the
world, currently moves about 18
miilion tons of export iron ore for
Iscor and 4.2-million tons for As-
sociated Manganese,

Assmang will spend R125-
million to expand its nearby
Beeshoek mine, leading to further
demands on the line.

In the current financial year, this
will be increased by 1.8-million
tonis. The additional ore will be
used at Iscor’s R7-billion Saldanha
Steel plant, which will be comtnis-
sioned this week.

When at full capacity, Iscor wiil
have access to 26-million tons, Ass-
mang 10-million and Saldanha
Steel 1.8-million tons.
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involve repairing and upgrading
wagons to carry 100 tons from the

current 85 tons.

An order has already been
placed with Transwerk for 60 of
these wagons, which will be in
operation in January. '

The line currently has nine
loops. Another is being upgraded.
Eventually 20 will be operational.
In addition, the trains will be ex-

necessary to add a diesel locomo-
tive to the three electric locomo-
tives now used, which the train
driver can engage when facing
steep hills.

The rise in the number of loops
means frequencies can be
Increased from the current 27 a
week to 32 and then 35 a week.

Efficiencies have also been
achieved with turnaround time

In addition, a rail replacement
programme will be introduced in
2008 to ensure operational effi-
ciency. This could cost between
R400-million and R800-million.

,Iscor is the world’s largest ex-
porter of hunpyiron ore. It has 57%
of the market. Present world
prices are about $22 a ton for
lumpy, while fire ore, which Iscor
also exports, feiches about $14 a

tons. Last year, Iscor’s iron ore
exports eammed RI1.2%billior in
foreign exchange.
. The Qrex line has many other
.. proud achievements. It is listed in
the Guinness Book of Records as
having the longest train — 7.3km,
the largest number of wagons on a
train, the longest non-stop heavy
haul run and the highest speed
over the route.
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Simon Barber

WASHINGTON — SA exports
to the US surged in the first
quarter of this year, slashing
SA’s trade deficit with the US.

Measured by customs value,
US imports from SA between
January and March hit $720m
— 2 45% leap from the equiv-
alent figure last year, while US
exports to SA grew by just 2% to
$729m, according to new com-
merce department figures. The
resulting $9m SA deficit repre-
sented a 36% narrowing of the
$222m trade gap a year ago.

US imports of SA products

Iil.—

First quarter SA exp

under the tariff heading that in-
cludes platinum group metals
and gold were up 58% on a year
ago to $278m. This included
$166m worth of platinum
sponge, up from $114m, while
shipments of palladium and
rhodium rose to $28m and $16m
from $18m and $11m.
Notwithstanding US anti-
dumping action against SA car-
bon steel plate, SA iron and
steel exports to the US were up
88% to $124m. Of this, ferro-
chrome containing more than
4% carbon accounted for $21m,
compared to $7m a year ago.
Ferromanganese and ferro-

O
silicon Emh.

a combined % 5m — $20m more
than during the same period

rts

last year.

Deliveries of ore went from
$58m in the first quarter to
$84m, helped by a leap in the
value of titanium slag ship-
ments to $46m from $18m.

The first quarter also saw in-
creased deliveries to the US of
inorganic chemicals worth
$25m as well as industrial —
chiefly mine-related — machin-
ery ($18m) and vehicles ($15m).

Less positively, SA’s clothing
exports to the US appeared to

be flagging.

t ﬂ suree
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The value of US imports
from SA under the two major
tariff categories for apparel slid
to $13m in the first quarter
from $16m a year ago.

The decline was echoed in
new volume figures for both fab-
ric and clothing released by the
Commerce department 92s tex-
tiles office. In the year ending
March 31, the equivalent of 6,9-
million m? of Multifibre Agree-
ment goods, apparel and non-
apparel, entered the US, a 31%
drop from the previousyear.

For manmade fibre products,,
the figure was 3,9-million m2, a
23% drop. _




Exporters’ lack of inte

John Dludlu

GOVERNMENT has challenged serious ex-
porters to take advantage of its export sup-
port measures. Trade and industry direc-
tor-general Zavareh Rustomjee says gov-
ernment’s 36 industry support programmes
are delivering measurable results, but it is
disappointed at industry’s response.

e department has spent the past four
years puiting in place a coherent policy and

“.4
V' mk

support programmes and institutions.

Government has stopped what it saw as
a wasteful general export incentive scheme
which, Rustomjee says, cost the taxpayer
almost R25bn in today’s money over a five-
year period.

“The impediments lie increasingly on
the side of the private sector, because there
is still a sense that people are not serious
about exporting on a sustained basis,” he
says. “We have quite a lot of resources for

those industry federations willing to set up
export councils.”

Rustomjee rejects complaints that there
are no matching grants to support the ex-
porting effort and urges industries to take
advantage of the department’s support un-
der the export marketing and investment
assistance programme.

The department has shut down 14 offices
but new missions aligning SA with rapidly
expanding economies are being opened in

ﬁﬂrﬁ E&ﬁmﬂmmum\maﬂmnoﬂﬂdmﬂm-
wwmum%mmﬂuﬁ offer to other SAD Om nuﬂﬂmﬁ“

funding small business Government

ding sn 285. would
maintain its stake in the Small Business
Development Corporation, but it was not in

mwcmmﬁaﬂﬂcn Ew . .
simall busines M.HH.% e full risk of lending to

Khula Finance Corporation, a state-
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co-ordikation with foreign aff

C
hem

The changes are intended algo to diver- |

sify SA’s investment and trading partners.

In keeping with the “African renais-
sance” theme, the department was engaged
in processes such as the renegotiation of the
Southern African Customs Union and get-
ting the Southern African Development

Community (SADC)free trade area signed.

Talks are under way on the SADC tariff |
dismantling programme. SA and customs |

—————

owned_finance wholesaler, has supported
more than 20 000 jobs since itg Fn%ﬁﬁﬁou a
year ago, while Ntsika, which provides non-
financial support to small business, has
helped about 20 000 enterprises. The de-
artment’s industry support measures
elped create ahout 77 000 jobs.
Alan Hirsch, chief director for industry
and technology strategy, says the depart-

ment is expecting to maintain this job-

creating trend, if not do better this year.
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Analysts upbeat

but cautious

SA’s exporters are expected to receive a
fillip — notably in European, US and

can markets — following the re-
cent trouble plaguing the rand, ana-
lysts say.

However, the analysts also warn of
negative spinoffs, including a dampen-
ing effect on investment decisions,
from the currency’s depreciation.

Luke Doig, the chief economist at
Credit Guarantee, urged SA exporters
at the weekend to concentrate on
Africa, while Jorge Maia of the In.
dustrial . Development Corporation
(IDC), said growth prospects in conti-
nental Europe and the eontinuing up-
trend in the US would bolster demand
for SA exports.
 The depreciation of the SA currency
1s expected to improve the price com-
petitiveness of local exports.

The conclusion of the free trade
agreement, currently being negotiated
with the European Union, should also
give SA a window of opportunity into
the EU market, Doig said, although he
was less upbeat on investment
prospects in the medium term.

Maia said growth in both the US
and Europe was being driven by do-
mestic demand, a factor that should
augur well for demand for SA goods.

However, the economists canvassed
believed that the improved fortunes of
SA’s exporters were likely to provide
only “some margin of relief” against the
effect of the Asian crisig.-

A recent analysis by the IDC shows
that SA and its partners in the customs
union have started feeling the pinch of
detrimental effects from the continu.
g east Asian crisis in the form of
sharply reduced regional demand for
foreign products, including SA’s, and
the influx of cheaper southeast Asian
goods in the domestic market. In the
first quarter of 1998, SA’s exports to
the region declined, compared with the
same period last year. This occurred
amid a surge in east Asian mmports.

The IDC commentary shows that
SA’s exports to the Americas, Europe
and — less importantly in terms of its
share of SA’s export basket — Oceania
have been growing rapidly, while the
troubles in the Zimbabwean economy
earlier this year put brakes on ex orts
to Africa. However, the east }{’sian
economies, which were still in the do]-
drums, could return t¢ sourcing pro-
duction inputs from SA because af the
newly acquired price edge, said Maia,

about SA expogts

.Iolm Dludlu and Patrick Wadulat
the rand’s roller-coaster ride on SA expor@% X\\\@\K% l

ake alook at the effect of

Exports from SA and Botswana,
Namibia, Lesotho and Swaziland —
the other customs union members — to
southeast Asia were dominated last

year by basic iron and steel items

(24%); nonferrous metal basic products
(20%); mining (17%); industrial ex-
ports (11%); and agriculture (7%), says
the IDC.

Paul Theron, executive director at
the Clothing Federation, said that for-
ward-thinking companies in the sector
which had already made investments,
were hikely to be rewarded in the cur-
rent climate. However, he warned that
the positive effect of the rand crisis
would not be noticeable immediately
thanks to longer leads — six to 12
months —in the sector’s orders.

If the rand’s weakness was sus-
tained the effect would filter through to

- L ]

the clothing sector.

The loss of value by the rand would
also slow down the use of legal clothing
imports by raising their cost, said
Theron. He warned, though, that if
high interest rates were maintained
for a long time, this could put pressure
on consumers and retailers, particular-
ly as the Christmas season — the tra-
ditionally strong time for the industry
— was approaching,

Standard Bank raised its prime
lending rate a percentage point on Fri-
day, taking its cue from the central |
bank’s reporate hike.

Paresh Pandya, the research and

Iniormation manases ot Reed Bustness

Information, said that with the fall in
the rand, SA’s exports would become
competitive on the international mar-
ket. He said an increase in exports
would lead to the growth of local
mdustrial production creating many
job opportunities.

Pandya said the negative impact
would include the high rise in costs for
the importing of petroleum and other
industrial products and components
used in local production plants. “The
downside of it all is that the US and the
UK are among our leading trading
partners and these are the two coun-
tries through which we pay in dollars
and pounds respectively,” he said.

Freight forwarding

Des Mooney, Gauteng regional
chairman of the SA Freight For-
warders’ Association, said imports via
freight forwarding had slowed down.

He said freight forwarders in Gaut-
eng had experienced a decline of be-
tween 15% and 20%, while Durban was
down by 25% compared with the same
period last year.

SA Footwear Leather Industry As-
soctation CEQ Robert Feinblum said
exXports were in a better position pro-
vided the local shoe makers used do-
mestic raw materials.

He said the footwear industry,
which wag daunted by Asian shoe malk-
ers, would receive an indirect boost by
the gradual reduction of imports and
increase in exports in the industry.

The exact scale of the benefits for
exporters would be determined by the
degree to which they used imported in-
puts; whether the exported commodi-
ty’s price was determined in interna-
tional markets; the destination; and
whether exporters made the most of
the price advantage. o

During the headlong plunge in the
exchange rate of the rand in 1996, SA
exporters were accused by some Asian
importers of not taking advantage of
the price competitiveness resulting
from the currency’s depreciation.

One analyst said SA exporters had
bumped up their prices in foreign mar-
kets as the rand was falling, making
their exports less competitive, instead
of maintaining existing prices.

Other market watchers expressed
concern that the newly gained price
competitiveness could take pressure
off industrialists, slowing down re-
structuring efforts to make their oper- |
ations more competitive globally.

Government raised a similar con- |

cern during the 1996 fall of the rand. l




Samantha Sharpe

CAPE TOWN — While SA had a
long way to go to improve its in-
ternational competitiveness, it
had made some progress in the
past four years in improved man-
ufacturing exports, the trade and
industry  department’s Alan
Hirsch said last night.

Hirsch, who was s eaking on
behalf of Trade and Ingustry Min-
ister Alec Erwin at a Production
and Operations Management So-
ciety conference on competitive-
ness and wealth creation, said
SA’s manufacturing exports had
grown at a rate well above 10% in
real terms since 1994,

“From 1988 to 1997, the pro-
portion of SA exports classified as
gold and primary products has
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fallen from 65% to 44%,\while the
proportion classified as manufac-
tured products (not primary pro-
cessed products) grew from 5% to
20%,” Hirsch said.

“Last year, manufactured ex-
orts grew to a level nearly 20%
igher than in 1996.

“Sectors which have improved
the most include transport equip-
ment, professional equipment,
motor vehicles, parts and acces-
sories, and plastic products, all of
which grew by more than 40% last
year.”

In terms of inward-lookin
manufacturing, he said, SA ha
steadily reduced import protec-
tion since 1995,

At the same time it had offered
support to industrialists willing to
accept the challenge of interna-
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tional competitton, Hirsell said.

This included a range of sup-
plyside measures supporting in-
vestment, industrial innovation,
small business’ development and
exports, as well as specific pro-
grammes of limited dpuratiun for
the most sensitive sectors such as
textiles and clothing, and motor
vehicle assembly and components.

“In doing so we have success-
fully lowered prices for con-
sumers, increased exports and
stabilised employment, which is
falling fast in several industries.”

The new competition law,
which Hirsch said conformed with
best international practice, would
sharpen the teeth of SA’s compe-
tition authorities without giving
them licence to attack big busi-
ness for no good reason.
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LWAYS look on the
bright side As the rand
crisis  deepened this
week, people have been
trying hard to emphasise that a
weak rand will boost exports and
help gold mining.
mﬁ the power of positive think-
ing has not been strong enough to
dispel the pall of gloom over the
economy. e four percentage
vint increase in the prnme over-
m._d.@ rate 18 a terrible shock to an
economy which was gearing up for
lower interest rates.
Political pressure to change
economic policy will no doubt in-
tensify. t are the implications

for economic WHHHH% of the present
crisis? What kind of economic fu-
ture does SA face now that the
rand has lost about 2 quarter of its
value against the dollar this year,
and interest rates are at 13-year
highs?

Some commentators, such as
the Financial Times's Lex column,
have warned that Finance Minis-
ter Trever Manuel would find it
more difficult now to stick to the
right policies.

aH_Mm odds are thsat the govern-
ment’s policy resolve will weaken,
not stifien,” the column said.

Abacklash against Manuel and

Reserve Bank ernor Chris
Stalg’s pelicies, which have spec-
tacularly failed to deliver on

growth, employment and redistri-
bution, is unavoidable,

Obviously the pressure to give
in to populist economics must be
resisted. However, that does not
mean that government and the
Bank should blindly stick to the
same policy track. _H.me should re-
examine their policies, and ask
themselves whether s0IeE
changes might not be necessary.

The hike i1 interest rates came
at a time when SA was getting
ready toreap the bencfits of its im-
pressive E.m ation performance.

Inflation has surpassed the
targets in the growth, employ-
ment and redistribution ( )
strategy, coming in at an average
of 8,6% last year instead of Gear’s
mﬂ_@mnﬁnu of 9,7%. For this year,

ar projected inflation at 8,1% —
even after the rand crisis, average
inflation will be about two per-
centage pomts below that lev
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The current bout of volatile economic act
there is some light at the end of the tunnel, writes economics editor Greta Steyn

The question now is whether
SA has not placed too much em-
phasis on rooting inflation out of
the system. Can the country not
live with somewhat higher infla-
tion — at or slightly above the
Gear projections, say — rather
than attempt to emulate Europe?

Granted, if interest rates had
not risen in the past few weeks,
the benefits of a weak rand would
be ercded by inflation.

But just how high do interest
rates have to be to ensure that in-
flation does not wipe out the com-

titive benefits of a devaluation?
ﬁﬂmm are undoubtedly higher
than they need be to do thejob.

From now on, the central bank
should place more emphasiz on
the balance ﬂwmmwﬂmn_ﬁ (Bol) —
and less on intlation — as a de-
terminant of monetary policy.

Once the BoP has improved, in-
terest rates should be cut aggres-
gively even if inflation is rising at
the same time. Obwviously, while
the BoP remains fragile, the Bank
should be cautious.

A little less emphasis on infla-
tion is one policy. Other policy is-
sues that are likely to be re-exam-
ined are exchange controls, pri-
vatisation and fiscal policy.

On exchange controls, there could
be a slight shift in favour of re-
strictions.

The Bank's efforts to clamp
down on speculative transactions
in the forward market signal a
change from a more laissez-faire
approach. Only when the rand is
1 nﬂmbm healthier should controls
on residents be eased further, and
then liberalisation is likely to pro-
ceed at a snail’s pace.

More significantly, govern-
ment could impose new controls
on nonresidents. There is a possi-
bility that once the panic is over,
government will lock at introduc-
ing Chilean-style controls on for-
eign investment to prevent the de-
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stabilising effects of short-term
capital flows. Irgnically, Chile has
begun to move away from the pol-
icy of requiring a “deposit” or re-
serve requirement of a year from
foreign investors.

Nevertheless, many emerging
markets are starting to look seri-
cusly at introducing reserve re-
quirements to stop capital from
leaving in & hurry; SA should also
consider doing so.

Privatisation is aiso likely to be
looked at, and hopefully the pro-
cess can be speeded up.

On fiscal policy, the question is
whether government should stick
to its deficit targets given that eco-
nomic growth will fall well short of
(Gear's projections this fiscal year
and the next. It will be extremely
difficult to do so. But abandoning
the targets would send the wrong
message to the markets. Achiev-
wl% them will present a huge

ilemma; more so as SAisabout to
enter election mode.

The fiscal headaches are aggra-
vated by the rise in interest rates
on government stock and the in-
crease in the cost of servicing gov-
ernment’s foreign debt.

Government also has to pick up

the tab for the central bank’s for-
ward cover losses, An unsched-
uled rise in government debt
seems unavoidable.
' The fiscal problem is only one
art of a bleak economic outlook
or this mmmh Economists warn
that ple expecting an rt
&onﬁuamoﬁmw_w up some of the stack
should bear in mind that thereisa
time lag between a devaluation
and its effects on the Bo.
The Bank said changes in the
rand’s value were followed with a

time delay of two to three quarters
by an adjustment in the current
account balance. Nevertheless,
the unexpectedly low current ac-
count deficit in the first
combined with the rand’s wesk-
ness — has led economists to re-
vise down their current account
forecasts for this year.

Rand Merchant Bank, which
had a bearish forecast of a deficit
of about R16bn, has revised its

rojection down to about R13bn.
m_&ﬁ, economists are also talking
in that range.

Only exports of manufactured
and semimanufactured products
will benefit from the rand’s depre-
ciation. SA can influence demand

Il
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for manufactured products by set-
ting EE—wmnﬁdm prices; 1t cannot
do so for commodity exports.
About 20% of SA’s exports are:
pure manufactured goods and
about 40% are semimanufactured
or manufactured. .

Some exports, such as coal, are
done in terms of contracts which
cannot be changed at short notice.
‘This is one of reasons for the
lag in mMﬁcﬁ volumes responding
to adevaluation

Economists are divided about
the extent to which the BoP will
respond to the devaluation.

Nedcor's Kevin Linga does not
believe there willbe a ticef-
fect on export volumes. .

He said exporters of products
such as steel had been looking for
new markets in eastern Europe to
compensate for Asia’s decline. As
a result of competitive pressures,
their margins had been squeezed
and they would to some extent,
w.e rand weaknmess to Lmprove

Emﬂwvwmﬂﬁ?mu than drop dol-
m:. prices. He put next year’s cur-
rent account deficit at R18bn.

Old Mutual economist Rian le
Roux is much more optimistic. He
gaid the accompanying graph
showed SA's rters were well
placed to capitalise on the weak
rand. The graph showed that, in
the past, a rise in commodity
prices had been required to trigger
an increase in export volumes.
This hed changed as SA exporters
had diversified into manufactur-
ing and had sought new markets.
SA had become much less depen-,
dent on commeodity prices. 1

He put the current account
deficit at R15bn next year. He was
also more bullish on economic
growth for next year, which had
positive implications for the cur-
rent account ag a percentage of
gross domestic product.

On GDP, some forecasters ex-
pected growth of less than 1% this

- -allf

an export optimism °*
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ivity has sent predictions into a tailspin but

)
. 13
year even before this week’s two
percentage point rise in prime
overdraft rates. :
It seems certain that m-.aﬂa
this year will be negligible — a far,
cry from the 2% expected at the
beginning of the year. =
Next year is much less certain;
obviously it depends on how long-
interest rates stay at these levels.
The range of forecasts is miﬂqmﬂ
precrisis forecasts put growth af,
3%-4%. gt
Among the pessimists is San-
lam’s Pieter Calitz, who has rg-
vised his forecast for growth ne
year down to 2% from an initi
3,3%. He still ected a
from demu 1sation,
warned that the present econo
climate could dampen the effect&”
Pre-emptive shopping in anticip
tion of cashing in free shares w
much less likely in a climate.of
high interest rates and ﬂmmwu
financial markets. (a9
Le Roux, by contrast, was more
optimistic with a 3% growth f
cast. His optimism was X
based on the belief that export volx
umes would respond ﬁhﬂﬂhﬁﬁs
As a result, ﬁm&mﬁ.ﬂ&ﬁﬁm& e of mmﬂ
economic gro w improve?
Growth would be driven by the
mHnmﬁnmnu side rather than thg
emand side of the economy. - *™
O_wmﬂn.mmmnF economists nwum ,.
markably sanguine given the col-
lapse in the currency. The weak!
economy and low oil prices ex:
plained partof their optimism. _ 3
wmwmmnﬁnm.:w_ headline inflat-
tion will rise as a result of the mbﬂ
crease in mortgage rates, with
economists now expecting an av-’
erage inflation rate of about mﬁ
this year from about 5%-5,5% prel:
crisis. However, the interest rate’
effect will unwind next year, mit<’
igating the lagged influence of the
weak exchange rate. There is &
fairly wide range of forecasts, but_
generally economists expect aver-
age inflation next year to remain.
below 7%. !
Although recession seems un--
likely, SA faces an unceriain ecol:
nomic future and difficult policy’
challenges. 1
Manuel and the Bank have a'
big sales job on their hands; let us
w%w: they have a sensible product’
tosell. - =
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Department books unqualified for fourth year

Geis claims continue

to haunt qgo

TR 717

PARIAMENTARY CORRESPONDENT

Cape Town — Fraudulent claims worth
miilions of rands continue to haunt the
department of trade and industry
almost one year after it phased out its
controversial general export incentive
scheme (Geis).

According to a report for 1996-97
tabled in parliament yesterday by the au-
ditor-general’s office, this was the fourth
year in a row that the department’s
books had to be qualified despite the fact
that it had tried to take corrective steps.

- The department spent R1,7 billion on
Geis in 1996-97 against R1,9 billion in
1995-96. The report said there were
“material deficiencies in the supporting
documentation” for claims, and “little
reliance” could be placed on them.

The size of the claims under the
scheme had been so vast that it had been
difficult to verify them. Between March
1991 and December 1997 the department
had only been able to verify 64,3 percent
of the claims submitted,

The report said irregularities and
losses had also been found in the local
content programme for the motor vehi-

Went

cle stry, where corrective steps had
also been taken. Five motor vehicle man-
ufacturers had been summonsed to
appear in court in connection with
claims worth R122 million, but had retal-
iated with counter-claims worth
R104,3 million.

The department’s debts to private
organisations had risen 31,9 percent to
R189 million by March 1997 because of
the irregular payment of export incen-
tive claims, while the department had
made claims worth R3,1 million against
companies that had tried to receive pay-
ments under both Geis and the motor
scheme,

The auditor-general’s office yester-
day also tabled reports on the depart-
ments of labour, public enterprises and
sport and recreation, as well as on the
Central Statistical Service and the
former Manpower Development Author-
ity of Bophuthatswana.

The report on the department of
labowr was qualified, mainly because of
boor internal controls, problems with the
mcorporation of manpower departments
of the former homelands, accounting
weaknesses and the failure to comply
with State Tender Board prucedu;:es.




Exporters fear their good
fortune might not las

Bernard Simon

EVEN as they rush to take advantage of the
tumbling rand, some exporters are con-
cerned their good fortune may not last long.

“It’'s a very mixed blessing,” says John
Rowe, sales and marketing director at
Columbus Stainless, the stainless steel pro-
ducer. “My real fear 1s that if this continues,
itis ultimately going to be inflationary.”

The rand’s 26% fall since May has raised
hopes of a sharp rise in exports as SA prod-
ucts become more competitive in foreign
markets. A falling exchange rate enables
exporters to lower their prices in foreign
markets while maintaining or even increas-
ing local currency earnings.

Standard Bank’s economics department
estimates that merchandise exports will
rise at least 12% this year.

However, a weakening currency has
drawbacks that can quickly offset the short-
term benefits. By pushing up import costs,
1t raises the price of many raw materials,
and often has a ripple effect on domestic
prices in general.

Columbus imports nickel and chrome,
the basic raw materials used in stainless
steel. Rowe says he is also worried about the
falling rand’s knock-on effect on electricity
and labour costs, its two main local inputs.

Some exporters fear that any advantage
from the rand’s decline could be offset by
similar depreciations in the currencies of
other emerging market exporters, especial-
ly in east Asia.

Bruce Sutherland of Rebtex, which
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makes sisal carpg&and abrasives, expects

he will have to cut prices by 6%-10% to
match Far East rivals. “All your competi-
tors are also dropping their prices,” Suther-
land says. Customers in New Zealand and
Australia were agking for price reductions.

All 19 divisions of packaging group Nam-
pak are reviewinﬁxpurt prices in the wake
of the rand’s decline, says export manager
Tim Leaf-Wright.

“The rand price would be the same. If we
quote in dollars or pounds, we would cer-
tainly reduce our price accordingly.”

Leaf-Wright is optimistic that price cuts
will help Nami)ak match competition from
Far East suppliers in some of the 51 coun-
tries in which the group sells.

Similarly, many other exporters are
rushing to take advantage of opportunities
offered by the weakening rand, even if they
do turn out to be short-term.

According to Emilicha Wolters, co-owner
of Shade and Hail Net Systems, which
makes carports, “many people have ap-
proached us”, especially Americans, who
buy carports man:ﬂ y from Mexico.

Ropemaker Haggie Rand hopes the
weakening rand will open new markets to
replace the European Community, where
the company faces an anti-dumping action.

“We are looking at Canada and the west
coast of the US at the moment,” says Mor-
gan Pillay, international marketing man-
ager for the steel wire rope division.

The company had also begun talks with
Malaysia, with which Pillay says they could
not compete in the past.

m -
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John Dludlu

THE rand’s plunge against the dollar will
give new opportunities to SA exporters,
and those eyeing the African market can
| look forward to a price competitiveness
boost for their products, says a senior
government official.

Mfundo Nkuhlu, chief director for
Africa trade relations at the trade depart-
ment, says exporters ought to be celebrat-
ing the depreciation of the rand.

The African market, in which SA’s

Weak rand could be a boon to e

manufactured goods mmgﬁm Enmmm\b anﬂL if SA’s exports were to put African

has always been an open one.
But as Asia, also hit by currency de-
preciations, battles to “export itself out of

the present crisis”, Africa could turn out

to be a battlefield.

Nkuhlu warns that SA companies
depending on imported inputs for their
production may have reason to worry.

This is because the decline in the
rand’s value will make their inputs more
expensive.

Nkuhlu said government would be con-

industries under strain.

However, he said he hoped the newly
gained price competitiveness would see
Pretoria’s exports displacing those of
third countries.

Other analysts have said the real gains
in the rand’s fall would be determined, in
part, by whether SA exporters raised
their prices.

This was noticed in the 1996 fall of the
rand, according to one market watcher.

Nkuhlu appeared sanguine about

wcc_.:u.m -

prospects for SA investment in Africa,
saying that terms of trade and invest-
ment have always tended to favour SA.

Although the rand’s troubles may af-
fect the rate of return on investment, the
SA currency has tended to be relatively
strong against those of most of African
countries.

Previously, government has been con-
cerned that currency depreciation could
see companies resting on their laurels,
forgetting about the imperative to re-
structure their operations due to the new-

ly found %ﬁnm competitiveness.

T is

so suggested that SA exporters

hould use their currency advantage to
Wbﬁw new opportunities the European

and the US markets, where growth is led

by

domestic demand. .
In another development, Nkuhlu said

government 1s planning & trade mission

later

this month to east Adfrica, which

would include Uganda, Tanzania and
Mauritius.

This follows a successful mission to

west Africa last month.




Roy Coxarne

Pretoria — Exports of South
African-produced vehicles have
risen 77,7 percent, or 5705 units, to
13 48 units in the first six months
of this year compared with the
same time last year. This is accord-
ing to figures released by the
National Association of Automg-
bile Manufacturers of South Africa
(Naamsa).

Nico Vermeulen, the director of
Naamsa, said the dramatic depreci-
ation in the rand since the end of
April this year would further boost
the industry’s exports of compo-
nents and built-up vehicles.

New South African-produced

s accelerate 78%

> vehicle xparts acce

iributor to the increase, rising
183 percent, or 5580 Gnits, to ¢ 574
units in the six-month pe. i
against 3 048 car units expor ud in
the same period last year:

Light commercial vehicle
exports registered a 4,08 percent, or
158 unit, increase from 3§73 in the
first-half of last year compared
with 4031 this year But medium
and heavy truck exports dropped
7,8 percent, or 33 units, from 422
units last year to 389 units this year.

Volkswagen SA (VWSA), which
last year had the lowest market

.share for total exports of the seven

local manufacturers at 8,2 percent,

VWSA, which announced in
May this year that it had been
awarded a R5 billion contract by
Vi eweven in Germany to build
bt vuv lourtli-generation Golfs for
he British market over the next 18
months, exported 3 431 units in the
first half of this year

BMW South Africa, which has
also secured major export orders
for right-hand drive markets, also
increased its exports dramatically
from 606 units in the first half of
last year to 8276 units this year,
raising its market share from
8,3 percent to 25,1 percent.

* » Nissan exported a total 1758

units for a market share of 13,5 per-

'1Ls ;'ilumped into top Sp&t, GTEE?% ﬁ)cg 7% W)aaqin ird pilace overall.
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Weak rand has Sw

CAPE TOWN — Spin-offs froff the
weak rand were opportunities for ex-
port-orientated businesses and the
saving of jobs, said Colin Boyes, the
deputy director of the Cape Chamber of
Commerece.

The Chamber’s June quarterly eco-
nomic survey reflected more difficult
trading conditions for businesses i
the Western Cape, but it was not
bad news. “Significant for members m\
commerce and services is the cost of
money, mainly referring to interes
rates,” Boyes said.

He said that in the March survey,
this aspect was ranked eighth, but was
now rated the second most important
impact on the business climate. The
most important was crime and vio-
lence, although only marginally so.

ff fo(r €

X 05ts and jobs |

“In er h% low cost of money rat-
ing was based on the expectation of
lower interest rates. This was stopped
in its tracks with the recent denreci-
ation of the rand and the indication is
that many members have been forced
to switch to survival mode,” Boyes said.

He said commerce and service mem-
bers were négative about conditions in
Cape Town’s central business district,
“One member in the tourism business

ncapsulated the views of many by

e
Qstating that business conditions were

being harmed by a dirty, unsafe city,
with no convention centre.”

He said members in manufacturing
“felt uncomfortable with the new
labour legislation stating it would lead
to unrealistic expectations that would
create labour instability”. — Sapa.
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SA car egb‘a;ﬁ;l)s) rlé_z C;i)m seven months

Exports of South African-produced vehicles rose by 65,8 percent
to 14 403 units in the first seven months of this year; according to
figures released by the National Association of Automobile Manu-
facturers of South Africa (Naamsa) last week. Naamsa said the
rand’s depreciation w further boost e of components
and built-up vehi{:lez %ﬁrﬂa ~f- ( ?ﬂ [2?

But Naamsa said the depreciation of tfle fand had placed sig-
nificant upward pressure on new vehicle prices, resulting in a
number of manufacturers announcing price increases during Au-
gust this year. The major contributor to the increased exports be-
tween January and July this year was passenger vehicles, which

rose by 161,3 percent, or 5 588 units, to9 052 units compared with
3 464 in the same period last year, — Roy Cokayne, Pretoria




The cup

FRANCOISE BOTHA

Cape Town — South African wine
exporters bucked the prophesied
downturn and posted a 35 percent
increase in bottled wine exports
over the five months to May on the
strength of a surge of orders from
new foreign markets.

Figures released late last week
by the South African Wine and
Spirit Exporters’ Association
(Sawsea) showed that from Janu-
ary to May, bottled white wine
exports increased by 22 percent
year on year and bottled red wine

exports surged by 55 percent year
On year.

“If the hnneymﬂnn was over,
then we could assume from these
figures that we were starting a solid
relationship,” quipped Graham de
Villiers, the chairman of Sawsea.

“We are seeing that a lot of the
current growth is taking place in
new markets, with inroads being
made into the US and strong
growth from Holland and the
Benelux countries. Orders from
Germany are also starting to play a
more significant role, and there is
... a falr amount going to the East.”

De Villiers said thls develnp
ment was exciting because these
were all relatively new markets for
South Africa. As our wines became
“better known, export growth
would gather pace”, he said.

More good news was that the
increase in bulk wine exports was
showing considerable signs of
slowing, posting only a 12 percent
gain over the period.

Wines which were exported in
bulk and bottled overseas were usu-
ally cheaper, higher-volume wines,
De Villiers said.

He said the value end of the

w

runneth over for SA Wme exporters
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market waS starting to grow in
hard currency terms.

“Exporters are earning higher
revenues because of the drop in the
rand. Some foreign buyers are
pushing for producers to reduce
their prices in the wake of the de-
valuation of the rand,” he said.

However, most would not do
this, he added.

“By far the majority are main-
taining their hard currency prices
because of the impact on the price
of 1mported components like
corks, barrels and cellar eguip-
ment,” said De Villiers.




SA forestry exports (744)

] m? et 20%
Ebvn haln{ﬂo q/ ?g .'H”

EXPORTS of forestry products
fell 20% to R4,6bn last year
from a 1995 high of R5,6bn and
are set to decline further, large-
ly as a result of poor economic
growth and the new regulatory
controls coming up.

Forest Owners’ Association
chairman Mike Edwards said a
number of factors were adverse-
ly affecting the forestry indus-
try and its ability to export
products. These included
volatile financial markets, a de-

ressed demand, the Asian and
acific Rim economic crisis,
high interest rates as well as es-
calating crime and violence.
lle the industry had man-
aged to retain a positive trade
balance of R1,6bn for last year,
Edwards warned that the “full
mglicatinn” of the Asian crisis
and other more recent events
such as the currency crisis could
still be felt. Also, he said, the
National Forests Bill — cur-
rently being approved — would
lead to er unnecessary
“shackles” being placed upon
the forestry industry.

The bill was “far too prescrip-
tive” on a number of private
enterprise issues. It enabled the
water affairs and forestry min-
ister to terminate various legal-
Iy constituted contracts —

timber supplies — on a five-
year notice period.

“It also enables the minister
to make regulations relating to
the quality of timber produced
by giving him the power to pre-
scribe the methods of manufac-
ture and marketing of any tim-
ber or timber product,” he said.

Edwards said planned legis-
lation could result in investors
in the forestry industry having
less right of choice in issues con-
cerning their enterprises, less
recognition of the risks they
face in their investments and
greater uncertainty.-

Other countries — including
Argentina, Australia, New
Zealand, Brazil and Chile —
were actively encouraging the
rapid development of planta-
tion forestry through a number
of clearly defined national
strategies, he said.

“SA, however, appears to be
headed in the opposite direction
when it comes to the promotion
of forestry development,” said
Edwards in the association’s
annual report.

“During 1996/97 net new
afforestation in SA amounted to
only 7 767ha — the lowest since
1983. By comparison, new
afforestation in New Zealand

during the same period was
88 000ba.” - :
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CAPE TOWN — SA wine exporters
bucked the expected downturn and
posted a 35% increase in hottled wine
exports over the five months to the end
of May.

Figures released by the SA Wine
and Spirit Exporters’ Association show
that from January to May bottled
white wine exports increased 22%
while bottled red wine exports surged
55% year on year.,

“If the honeymoon is over, we can
assume from these figures that we are
starting a good and adult relation.
ship,” said the agsociation’s chairman,
Graham de Villiers, t we are see-
Ing now is a phage of steady sales,
which is very encouraging,”

He said a lot of the growth was tak-
ing place in new markets, with inroads
being made into the US and strong
growth caming-from the Benelux coun-
tries. Orders from Germany were also
starting to play a more significant roje
and a fair amount wag gomng to the
east. “These are gl] relatively new mar-
kets for SA and as our wines become
better known, so the export growth will
gather momentum,” De Villiers gaid.

He said the increase in bulk wine
exports was showing considerable
signs of slowing, posting only a 12%
gain over the five-month period.

“There are some foreign buyers who

&
are pusng for producers to reduce
their prices in the wake of the deval-
uation of the rand, but most will not do
80. By far the majority are maintaining
their hard currency prices because of |
the impact on the price of imported
components like corks, barrels and cel-
lar equipment.” _
Sgwine exports to the UK in-
creased by 9% in volume terms last
year on top of the 48,6% and 29,5% in-
creases recorded over the previous two
years. Total growth in wine exports to
the end of May stood at 29%.
1 Meanwhile, the KWV said yester-
day the total SA wine harvest for the
1997/98 season was slightly lighter
than the previous two seasons, in gpite
of the hectares under vine increasing
over the past threeyears, |
This season’s smaller harvest can
be attributed to climatic conditions
during the ripening stage. -
However, said, more good
wine was made from the CIOp COm-
pared with last year. The problem was
that sales had not come up to expec-
tation and according to estimates,
there would be 14, 7-million litres more
good wine at the end of January next
year than was anticipated. |
Should . weather conditions play
along, the possibility of a record 1999
crop was also in the offing, — Sapa.
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First-half surge

Simon Barber

WASHINGTON -— SA’s ex-
orts to the US surged in the
rst half of the year, even
though the rare surplus SA
briefly enjoyed in the first
quarter disappeared, accord-
ing to the commerce depart-
ment’s latest trade higures.

Buoyed by sharp increases
in sales of platinum and other
metals, the customs value of
SA exports to the US in the
first six months of the year was
up 36% from the same period
last year, rising from $1,12bn
to $1,52bn.

Imports from the US —
mostly machinery and other
capital goods — were also up
but much less sharply, rising
15% from $1,47bn to $1,7bn.
Much of the increase came

from $258m in aircraft sales.
Commodities in the tariff
category that includes plat-
inum group metals, gold and
diamonds continued to be SA’s
major export to the US, ac-
counting for $600m in the first
half against $433m last year.
Platinum sponge alone ac-
counted for $339m, up from
$267m in the first half of last
year. As of end-June, the value
of unwrought palladium SA ex-
ported to US — $92m — was
nearly the same as for all of last
year. First-half US imports of
SA rhodium at $45m exceeded
those of the previous 12 year.
US imports of primary SA
iron and steel went from
$130m in the first half of last
vear to $238m this year. With
the global economy slowing,
this jump raises the chances

i eports 0,15

that SA producers will be hit by
an expected fresh onslaught of
antidumping suits.

SA exports of organic and
inorganic chemicals also ap-

eared to be thriving, rising to

g105m from $68m a year ago.

Separate figures from the
copmmerce department textiles
office showed a continued
growth in volume — gauged mn
million square metre equiva-
lents — of SA cloth and cloth-
ing entering the US market.

For the year to June 30, SA
shipped the US 46,5-million
square metres of apparel and
nonapparel in categories cov-
ered by the Multifibre Agree-
ment, a 4% increase on last
year. Yet value of SA clothing
exports to the US in the first
six months looked almost un-
altered from last year, at $28m.
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said this week new foreign markets
thirsty for the country’s wine had led to
a 35 percent surge in export growth in
the first five months of 1998,

South African wine exports have
grown in new markets in Asia, the
United States, the Netherlands and Ger-
many, Graham de Villiers, chairman of
the South African Wine and Spirit
Exporters’' Association (SAWSEA), said 1
In a statement.  , I

“This is very exciting because these
are all relatively new markets for South
Africa and as our wines become bette
known, so the export growth wﬂQ\

- gather momentum,” he said.
| White and red wine exports grew b
- ' ' 22 and 55 percent respectively fro
January to May, SAWSEA said.

Wine exporters, who saw a massive ™
increase in foreign demand after South ™
Africa held its first all-race elections in
1994, had expected export growth to
flatten off. '

“If the honeymoon is over, then we
can assume from these figures that we
are starting a good and adult relation
ship,” de Villiers said.

SAWSEA said it was pleased the
increase in bulk wine exports had
slowed over the last five months,
because the industry wanted to foc
on bottled sales to improve Sou
Africa's image as a quality wine pro-
ducer.

South Africa's largest wine cooper-
ative KWV said recently wine exports
surged by 10 percent in 1997 to0 110.6
million litres from 99.9 million litres in
1996, — Reuters.
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John Dludiu .

PRESSURE from the World Trade Or-
ﬁamsaﬁnn (WTO) has forced the In-

ustrial . }evelopnient - Corporation’

(IDC) to te;

terminate.its saxports subsidy
scheme-which has helped SA manufac-
turers protect about 95 000 jobs.

The IDC said yesterday it would ac-
cegt new applications for the subsidy
scheme — which has cost the paras-
tatal about R168m since 1991 —antil
the end of November.

To date, the IDC
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DC to terminate exports subsidy scheme

;4
loans worth R1,56bn under the scheme,
while the subsidised interest rate por-
tion has cost about R168m. ..
.. IDC official David Holloway said
the corporation had been under pres-
gure from the WTO to terminate the
scheme which contravened rules on ex-
port subsidies. e

Under the scheme, a special inter-
est rate of prime lending rate less 4,5%
is charged. It funds the creation of new

prnductiujapacity and new ventures

Continued on Page 2

IDC CAY4GE)

Continued from Page 1
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The IDC was exploring other WTO-
compliant measures to assist ex-
porters, Holloway said.

An industry source said govern-
ment, which owned the 1IDC, was not
willing to expose SA exporters to costly
lawsuits from mainly US companies al-
leging unfair trade. However, the IDC

said none of its beneficiaries had fallen
foul of this except for one complaint
which involved a subsidiary.

The scheme’s termination follows
last February’s phase-out of another
low interest rate programme for com-
panies facing stiff tariff cuts under
WTO regulations and comes during a
period of high interest rates.

The IDC said that apart from de-
fending existing jobs, the: scheme had
also contributed to the creation of more
than 12 000 jobs and R7,7bn worth of
additional exports a year.




- = -

= t k, 'I:: ; .!l:a:d LE A

1L.O debates problems of
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exXport-

GENEVA — About 27-million
peulla(le, 90% of whom are women,
work 1 850 export processing
zones worldwide, often earning
low wages in poor working condi-
tions, the International Labour
Organisation (ILO) said today.

The United Nations agency al-
so said that the industrial zones,
which import and process materi-
als before exporting them again,
were huge employment genera-
tors but often lacked meaningful
links with the domestic economies
around them.

The comments came in a report
called “Labour and social issues
relating to export processing
zones”, which was issued at the
start of a week-long meeting at the
0’s Geneva headquarters on
Erublems posed by the zones and

ow to solve them.

Experts from 10 countries, in-
cluding China, will attend.

“It is a regrettable feature of
many zones that both male and fe-
male workers are trapped in low-
wage, low-gkill jobs. They are
viewed as replaceable and their
concerns do not receive sufficient
attention,” it said in the report.

“The classic model of labour
regulation with a ‘floor’ or frame-

'.lf 20

work of minimum labour stan-
dards and free trade unions and
employers coming together to ne-
gotiate binding agreements, is ex-
tremely rare in export processing
zones,” it said.

China, which has 124 export
processing zones, had created the
greatest number of jobs. About 18-
million people were employed in
firms with foreign investment
alone, and many millions more in
Chinese-owned zone enterprises,
according to the report.

North America is host to the
largest number of zones with 320,
followed by Asia at 225. But de-
veloping regions such as the
Caribbean, with 51, Central
America with 41, and the Middle
East with 39 were also attracting
these “vehicles of globalisation”.

Export processing zones are in-
dustrial zones with special incen-
tives — tax holidays, duty-free im-
ports and exports — set up to at-
tract foreign investors, in which
1mmported materials undergo some
degree of processing before being
exported again.

The US and Mexico are the
most active export processing
zone operators, with 213 and 107,
respectively.

o0l

are maquiladoras, or as-
sembly plants clustered around
Mexican border cities such as Ti-
juana, which the report said was
the most important television set-
producing area in the Americas.

The maquila industry, set up in
1965 as an emergency measure,
now processes exports worth $5bn
a year, more than 30% of all ex-
ports from Mexico, the report said.

In Costa Rica, where there are
nine export processing zones,
49 000 jobs have been created
since 1981, mostly in the garment
and electronics sector.

Export processing zones in Chi-
na are very different from those in
other countries, according to the
50-page report. |

e special economic zones, as
they are known, are not only de-
signed to promote investment but
to experiment with market eco-
nomics on a controlled basis, with
a view to extending it to other
parts of the country in due course
if it is deemed desirable,” it said.

“In China, zones are often of
city scale and resemble any other
modern business complex,” it said.
They include residential areas,
recreational facilities and social
services. — Reuter.
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-SA’s manufactured exports were
-Browing at a “disappointing” rate
“of 10% this year, the Industrial

. Development Corporation (IDC)

'said yesterday.

. The rate of increase in manu-

factured exports had slowed down

, subatantifiﬁ’y, from increases of

 more than 20% in 1996 and last
year to less than 10% in the first

“half of this year.

" The IDC said in its quarterly
overview of SA’s trade and indus-

trial performance the southeast
Asian crisis was largely to blame.

"The relative stability of the rand
from the start of the crisis until

May this year, as well as lower im-

_port demand from emerging mar-
kets, had contributed to the “dis-

‘appointing” export performance.

' Exports of manufactured goods
to southeast Asia had plunged
39% in the first six months of this

-year compared with the same pe-
riod a year ago. The sharpest falls
—ranging from 53% to 60% — had

;Greta Steyn

5

been recorded in e:lpmgs to In-
donesia, Malaysia, the Philip-
pines and Singapore.

The transport equipment sec-
tor reported the biggest decline in
exports because a contract to sup-
ply locemotive carriers to eastern
countries had come to an end Iast
year. The value of rail locomotive
exports declined from more than
R220m in the first six months of
last year to only R13m in the six
months to June this year.,

The economic crisis in Zimbab-
we — SA'’s biggest trading partner
in the Southern African Develop-
ment Community (SADC) — led to
a sharp 22% decline in its demand
for SA exports, which, in turn,
largely contributed to the 6% drop

In manufactured exports to the
SADC as a whole.

“Regional developments are of
particular concern to SA industry,
asthe SADC claims a 17% share of
the manufactured exports bas-
ket,” the IDC said.

Nevertheless, there were man-
ufacturing sectors that notched up

disappointing”

healthy growth. Tyre exports rose
R80m 1in the first half of the year,
boosted by demand from" the
southern African region, The mo-
tor vehicle industry also got a shot
in the arm from SA’s neighbouring
countries. “In sharp contrast to
the depressed conditions faced by
the motor vehicle industry on the
home front, vehicle exports almost
doubled to over 13 000 units in the
year to June this year.”

While the SADC accounted for
29% of machinery and equipment
exports, the US, Germany, Japan
and Britain remained the biggest
export destinations for manufac-
tured 15{:::::«:15,, with a collective
share of almost 34%.

Manufacturing employment al-
so suffered as firms went through
a process of upgrading and mod-
ernising capital stock to enhance
global and domestic competitive-
ness. Employment levels declined
3%, translating into more than
22 000 job losses, in the first half
of this year, on top of the 4% con-
traction recorded last year.

-




Protective tariff on SA

steel export

RoYy COKAYNE @

Pretoria — Cold water was
poured on the prospect of the US
putting a protective tariff on
some South African steel yester-
day by Werner Héne, the general
manager market strategy for
Iscor Steel.

A newspaper report said the
imposition of the protective tariff
was being considered following
an International Trace Commis-
sion (ITC) ruling and a campaign
by steeimakers about the poten-
tial threat to US steel mills.

The report said the possible

_?‘%lﬂ(ely’

voted unanimously that hot
rolled steel from Japan, Russia
and Brazil was dumped in the US
at unfairly low prices.
The ITC was expected to issue
a preliminary ruling by the end
of the month on whether the US
commerce departient should
put a tariff on foreign steel from
South Africa and other countries.
Hone said a specific process |
had to be followed before such a
tariff could be imposed. “No
process has started on any steel
productfrom South Africa.”
He said the process in the US
to obtain protection from imports

\
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GOVERNMENT and business announced
details of a joint export strategy yester-
day, marking the first major push by SA
after 1954 to venture into foreign markets,

A key part of the strategy, following a
national export week, is the establish-
ment of a National Export Advisory Coun-
cil, several working groups and sectoral
export targets.

At a launch function in Midrand yes-
terday, Trade and Industry Minister Alec
Erwin said the council consisted of senior
government officials, parastatals and
business associations and would meet at
least three times a year. “We do not want
& mass rally,” he said, signalling the in-
tention to keep the hody focused.

He warned that government woulid not
work with export councils that did not
have clear strategies.

o A3 [1]98

Erwin said that for the first time indus-
Iry and government were pushing in the
same direction.

The working groups would look into
the development of sectoral export
strategies; improvements in export fi-
nance; transport and logistics: and fur-
ther development of an institutional ca-
pacity within the business sector.,

The council, which would inciude
nominated business representatives,
would begin its work early next year.

Another crucial part of the strategy is
a small exporters’ programme, a pian by
which government is seeking to identify
and nurture the development of 100 smaili
exporters each year. Certain sectors have
already set up industry export councils as
part of this drive,

Faizel Ismail, the chief director for ex-
port and investment promotion at the
trade and industry department; said the

o eTUUTE CIINAINCULIAL L aivano
Govt, business anno
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the contribution of finished manufac-
tured exports to 30% of total SA exports
over the next three years from20%.

The targets also included raising man-
ufactured exports 14% a year in real terms
and increasing the penetration of SA's ex-
ports in nontraditional markets. -

Ismail said the overall targets were in
line with government’s growth, employ-
ment and redistribution strategy.

In terms of strategies submitted by the
motor manufacturing and components
sector, vehicle exports shouid rise 5%
and exports of components 25% in
1995/2000, he said.

The capital goods sector is hoping to
increase volumes of SA’s manufactured
capital equipment 60% by 2003.

Although Asian economies might be in
trouble, Erwin said exporters should not

forget that market. ik

t

Trade and Industry Minister Alec m_,hiwz announces the launch of a joint export

strategy at Gallagher Estate in Midrand yesterday.

Picture: TREVOR SAMSON
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The drive to promote SA’s exports in for-
€ign markets received a major boost last
week with announcements of an export
strategy and plans for a new financing
mechanism.

Apart from a new export strategy joini-
ly supported by government and busi-
ness, SA exporters were promised im-
proved financial support by the Industrial
Development Corporation {IDC).

Buoyed by strong results, the IDC —a
parastatal headed by Khaya Ngqula —
has announced its intention to start an
export-import finance subsidiary to shore
up SA exports. The corporation has built
up expertise in both import and export
support.

IDC finance GM Gert Gouws says it has
been impressed by the Indian model
which focuses on smaller exporters.

New strategy takes targeted appr

Though the IDC has been supporting
exporters, it has had to phase out support
measures which are incompatible with
the World Trade Organisation.

Apart from establishing the National
Export Advisory Council, government has
identified key markets, product cate-
gories and sectoral and national trade
exhibitions to be targeted.

The trade and industry department
says these markets will include all the
continents. The following countries and
markets have been targeted: Argentina
(auto and components; capital equip-
ment); Brazil (auto and components; cap-
ital equipment; stainless steel); Chile and
Peru (capital equipment); US (flowers and
craits); Cote d’lvoire, Ghana, Mali and
Senegal (capital equipment: structural

_WORLD TRADE OPPORTUNITIES

SA exports receive

0070

steel); Burkino Faso (capital equipment);
Nigeria and Gabon (structural steel);
Netherlands, Switzerland and Japan
(flowers); Belgium and Spain (auto and
components); Italy (clothing; stainless
steel) and Australia (footwear: leather;
stainless steel).

In Germany and the UK, SA is targeting
the following sectors as priority exports:
auto and components; clothing; crafts:
footwear; leather: and textiles.

Among the European Union countries,
Germany enjoys a huge surplus in trade
with SA,

Trade Minister Alec Erwin has urged

exporters not to forget the southeast

Asian market in their strategies.
The same targeted approach has been
adopted in identifying priority markets of

oach with IDC assisted

major rm%ma

ancial support

foreign investment.

These are: Canada (automotive com-
ponents; mining/mineral beneficiation);
US (agro processing; automotive compo-
nents; petrochemicals; pharmaceuticals:
plastics; information technology; elec-
tronics; tourism infrastructure); France,
Germany and the UK (automotive compo-
nents; chemicals; tourism infrastructure);
Italy (automotive components); India
(chemicals; information technology);
Japan (automotive components; chemi-
cals; mining); and Australia (mining).

The SA Chamber of Commerce has

- welcomed government’s linkup with busi-

ness to promote exports. .

The release of the export strategy fol-
lows disappointing trade figures that sug-
gest exports slowed down in October.




SA wines ba

RicH MKHONDO

Washington, DC — After the
wine business was nearly
destroyed by US anti-apartheid
sanctions, South African wines
are beginning to flourish across
the US, vigorously migrating to
vestaurant’s wine lists and
prominent on retail shelves.

New brands such as Spring-
hok and old classics like Groot
Constantia can be found in many
restaurants across the couniry,
and more choices are available at
grocery and bottle stores.

South African wines are
earning up to an 87 out of 100
rating from wine magazines and
newspapers, and tasters in many
pubs and restaurants quickly
run out of Boschendal sauvi-
enon blanc.

“We have been experimenting
by pouring the Boschendal by the
olass. It is one of otur most popu-
lar sauvignon blancs,” said a

'

er(er) Iinag

U

restaurant manager‘in Santa
Monica, outside Los Angeles.

Experts in California, where
80 percent of US wine makers are
based, said international trade
sanctions against South Africa,
among the strictest ever imposed,
had practically destroyed the
country’s wine business.

The experts, restaurateurs
and liquor-store owners said that
soon after the lifting of US trade
restrictions in September 1991,
South African growers streamed
to California and Europe to learn
the latest in viticultural and
wine-making methods.

They returned home not only
with the knowledge to make
wines better suited to the world
market, but with money from for-
eign investors.

In 1990, Americans imported
855 000 cases of wines from South
Africa. The latest 1996 figures
from KWV International put the
figure at 11,1 million cases, earn-

n US menus

e

ing the country $125 million in
foreign exchange.

Ken Omish, the managing
director of Cape Ventures —
which imported 155000 cases of
wines from South Africa last
year, a 33 percent growth from
1996’s 120 000 cases — said Cape
wines were popular with Ameri-
can tourists and investors who
return home having fallen in fove
with South African wines.

“‘'he biggest problem is that
unlike other countries such as
Australia, Chile, France, Italy
and Spain, which promote their
products across the US, there had
been no public relations effort by
South Africa,” Omish said.

“It is a pity because South
African wines have the potential
of phenomenal growth to chal-
lenge other countries and the
state of California’s 80 percent
dominance of the US market,”
said Omish. — Independent
Foreign Service

)
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_ former members of the cants had done so by admi respons  he said.

F.J

Swaziland's National %ﬁ&ﬂump Mar- block on SA flour was hurting consumers season thereis going

keting Board said last wee it was cutting because 1ocally milled flour was regarded as Zunckel said.

imports to 15% of the amount it had heen ° inferiorin quality. The trade and industxy department ear i 4
jmporting from SAinrecent months. “We (the importers) are seriously think- tier announced it had increased the customs 1| 3
e to excessive imports and dumping ing about challenging this position in court dutyon wheat to be/kg from nil before with | |

the board has decided to restrict smports of . because we feel it cannot legally justi- effect from last Friday following & drop in

wheaten products to levels importe before .fied,” be said.

September 1 1997, it said. Swagiland’s Chamber of Commerce gaid wheaten flour tariff from £0% ad valorem o

Qwaziland 18 the second gouthern . 1t would probe alle gations of dumping and 50%plus 6e/kg.

 African country to complain gbout SA intervene toraise the current limit. 7unckel said the tariff could incrense the

wheat exports. 7ambia stopped jmporting < “*We hope this aituation 18 temporary. price of bread by 3¢ aloaf. C

wheat products 1ast September. There might he ways we can intervene to He eaid the ;nternational rice govern-
Anpalysts gaid SA’s wheat exports to raise the . it once we have explanations ment used to decide the tarifi, the Argen-

neighbourin countries had risen mwﬁmw_._.w and figures from the board,” the chamber's tionan Trigo Pan price, was not relevant to
] . g -executive Jirector Sibusiso Sibandze said SA as most millers got wheat from Canada, |
wheat market from November 1last year. . Meanwhile, SA'8 wheat milling body hit the US and Austraia -~ whose prices were 3
) 1 . . EH_W. on higherthan the Emmumbwmﬂ price.

a month in previous years, d jumped to w.&.mmuwumNEEmum and consumers. gered if the Argentinian price —overa four

between 500 and 1 000 tons a month. Hilton Zunckel, financial manager ofthe weekaverage—- falls $10 below this level.

. Swaziland was 2 small market worth ‘National Chamber of Milling, sai the tim- The department gaid this model was oD-

just more than Rlm & month, he said.’ vs ing of the tariff was anfortunate as itco- ly 8 temporary measure and was under

pot a major loss to the S A industry, butitis 10 ded with a season in which the country review - Reuter M
/ cy
7 e —

Pule Molebeled!

. This m&ﬁﬂnﬁ&m&dﬂﬁaﬂmﬁwﬁ_ EQE Monama H__..m.m orthern Eﬂmuﬂ.ﬂmﬂ ™
: s ot . : pledged to work hard to realise Ngoako Ramatihodi ent
seeking agents/distributors to market their natural , the 's_appointmer:

_ exclusive areas, for a0 outlay of R65,000 u% appll
+ Farnings in the region of R15,000/month. + .+ % ghares (which include property) ina compaxy

¢ Training in sales and marketing - _ - of diverse interests |
+ Tnitial stock to the value of R10.000 » " * Ongoing support from a successful organisation |

For details contact Bl at (011) 952-1274 ‘
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Growers expected tT cash in on
I

sliding rand mq ' qg

FRUIT EXPORTS

[

The fruit industry is expecting a R700m
jump in 1998 export revenues with both
Unifruco (deciduous) and Outspan Inter-
national (citrus) predicting 16% earnings
growth. This will boost combined 1998 fruit
export revenues to a total of R5bn.

Rand-based fruit export revenues could
well be further enhanced, should the rand
continue its current decline against the US
dollar.

The expected growth in forex income
should also help compensate for the fore-
cast drop in maize export revenues, If El
Nino produces the predicted late-season
drought in the summer rainfall region.

Deciduous fruit producers are looking
forward to a bumper export season. This
follows last year's dismal performance,
brought on by a combination of bad
weather and marketing woes, with Eu-

| ropean market prices depressed by big do-

mestic and imported fruit surpluses.

This year, 1t's a different story Unifruco
GM, operations, Anton du Preez says. “After
a cold, wet winter, we've expetienced a

good eatly export season, giving SA pro-

ducers a valuable 10-14 day marketing
window of opportunity against other south-
ern hemisphere producers

“While fruit quality 1s better than last
year, we also expect export volumes to be
boosted by more than 20% — to about 60m-
62m cartons ”

This, combined with an expected 10%-
I5% increase in average rand price rev-
enues, should boost forex earnings to about
R2,8bn from last year's R2,4bn.

But, adds Du Preez, while industry vol-
umes should show substantial growth,
Unifruco no longer represents the whole
industry.

With export dereguiation effective from
last October, several independent exporters
have filled the gap.

Cape Town-based independent decidu-
ous fruit exporter Multifruit joint MD Pierre
van der Merwe says his group, which
should export about 3m cartons this year,
has obtained higher export prices for its
clients — disproving the prediction by the
fruit industry’s protectionist lobby that the

ECONOMY & Business K1

- single channel system would lead to cut-

throat competition and reduced export rev-
enues.

Van der Merwe foresees substantial
growth for independent exporters

"Independents should handle 10m-12m
cartons of deciduous exports this year. In
future [ expect Unifruco to control about
50% of the export crop, the balance being
handled by independent exporters. But
Unifruco must remain an essential role-
player in the deciduous fruit export in-
dustry,” he says

The recent R42m purchase of a Cape
apple farm by the UK-based Albert Fisher
group adds further muscle to the inde-
pendents, while others like Fruveg also
contribute to the growing tally. Van der
Merwe expects the current 25-odd “active”
independents to be reduced to 5 or 6 within
a few years,

Outspan International CE John Stanbury
antictpates the 1998 citrus export crop will
be about 10% higher than last year's, fol-
lowing a strong increase in plantings over
the past 5-6 years.

“With dollar-based freight rates expected
to drop by about 10% this year, the rand
value of the export crop should grow to
about R2,2bn, from last year’s R1,9bn," he
adds Arnold van Haysstesn
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~ Especially with a Technikon SA qualification behind you.
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With the political environment changing Very
quickly in South Africa since early 1990, the
emphasis was once again focussing on the
importance of a sound domestic economy. With
South Africa being readmitted to the global
economy, the emphasis was once again focussed
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Included in Technikons SA’s Economic and
Management Sciences Division, the Economic
Management Analysis Programme offers a variety
of career-specific subjects which lead up to a
nationally recognised B Tech degree.

Contact Technikon SA today and get your

on low production cost, more effective utilization of
resources, improved productivity, stable exchange rates and
lower budget deficits,

With South Africa being regarded as a major role-player in
the economic development of Southern Africa. Technikon
SA has introduced a four-year B Tech degrec in Economic
Management Analysis which intends to broaden the know-
ledge of individuals already employed in the economic
environment as well as those wishing to join a fast changing
dynamic industry.

stamp of approval for career advancement in the
cconomic management analysis industry,

The closing date for enrolment is 28 February 1998.

To obtain more information and a registration form,
write to Technikon SA at Private Bag X21, Florida
1710. Telephone: (011) 471-2300. Fax: (011) 471-
3129,

e-mail: info@tsamail.trsa.ac.za
Internet: URL:http://www.trsa.ac.za




Local exporters

John Dludiu

SA WILL consolidate trade relations with
southeast Astan countries this year to po-
" sition exporters to penetrate those markets
after the financial turmoil there, says a se-
. nior trade department official.

Bahle Sibisi, the new chief director for
" foreign trade relations at the trade and in-
dustry department, said government would
take trade missions to foster ties with Thai-
land and Indonesia this year.

While these countries might look un-
attractive in the short term, once their cur-
" rency and financial crigis was resolved, it
" would be beneficial for SA exporters to gain
a foothold in those markets.

The department would also look at
strengthening trade relations with Latin
American nations.

Sibisi, formerly director of bilateral
trade relations, said efforts would be made
- this year to further trade relations with
" China following the establishment of diplo-

matic ties.
' An investment promotion and protection
~ accord had already been signed, but a bi-
. lateral trade accord establishing most-
favoured-nation status between the two
countries had yet to be concluded.

A key part of the accord, which the de-

‘need a foot

partment hoped would be?n?i%ud'eﬁe ore
Trade Minister Alec Erwin’s visit to China
next March, would be provisions to deal
with dumping complaints.

Sibisi said although trade would form an
important part of relations with fast-grow-
ing countries like China, the aim was also to
promote SA as a production centre.

Sibisi will also formally take over the
protracted technical talks with the Euro-
pean Union (EU).

His priority on this front would be to
have the negotiations wrapped up by June,
he said. He has been playing a leading role
for some time in the talks, 1n an unofficial
capacity.

The co-operation talks, including a pos-
sibility of a trade and development agree-
ment, have reached a crucial bargaining
stage where political will is stronger follow-
ing SA’s presentation of a detailed trade lib-
eralisation programme last November.

Erwan Fouéré, the outgoing EU ambas-
sador to SA, has called on SA technical ne-
gotiators to take advantage of the positive
political climate around the negotiations,
warning Pretoria’s negotiators to avoid
“any slippage” in the talks.

To a large extent, this will now fall on
Sibisi’s shoulders.

In part, Pretoria was seeking to widen

old in Asi1a’
as

=T
access for its exports to the and hoped
the deal would enhance the investment en-
vironment in SA. -

“It will be important to take the accord to
the private sector for (business) opportuni-
ties”, he said.

After the conclusion of the talks, the
challenge would also be to secure ratifica-
tion of the deal with the EU — SA’s main
trading partner — by the World Trade Or-
ganisation (WTQO).

Sibisi will also have to manage the string
of binational economic commissions, in-
cluding ones with the US, India, Germany,
Australia, and France. Most were due to
hold plenaries in SA.

Apart from being in charge of bilateral
trade relations, Sibisi will also be respon-
gible for SA’s participation in multilateral
forums like the WTO and the United Na-
tions Conference on Trade and Develop-
ment of which Erwin is chairman.

He will head SA’s preparations for par-
ticipation in the WTO’s next round of talks
on agricultural trade as well as trade and
competition policy.

is chief directorate also houses the sec-
retariat on nonproliferation, the unit re-
sponsible for overseeing compliance with
international conventions on weapons of

mass destruction.
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Z1mbabwean woes to j]f%%

John Diudlu, Janet Parker
and Michael Hartnack

On Tuesday the army
toqsl.lell widespread riots and lnnﬁng.
: tandard Bank economist Nico zy- .
SA’s exports to Zimbabwe will take a Eironnka said an economic slowdown in '
knock as economic troubles in Harare, iImbabwe caused by rises in interest | g
which triggered food riots this week, rates would limit demand of SA’s ex-
reverberate across southern Africa, SA ports to Zimbabwe, which was SA’s
analysts have warned.. main trading partner in the subregion.

Exports to Zimbabwe Rbn |
. _Imports from Zimbabwe Rbn kx5

*first three quarters

International business confidence Figures supplied by the Industrial "4,
in southern Africa is also expected to Development Corporation (IDC) show  {:1
be dampened by the violence following the Southern African Customs Union ¢ L'
steep price rises in most basic foods, — including SA, Botswana, Lesotho, [&i
Erumpted by the depreciation of the Namibia and Swaziland — ran a [=
imbabwean dollar. - R4,14bn surplus in trade with Zimbab- i
President Robert Mugabe’s cabinet we in 1996. The surplus was R2,9bn in ity
yesterday appointed a three-minister the first nine months of last year. Ex- [
committee to ensure that “nobody will ports to Zimbabwe represented 4,3% of [l
be able to put up prices of basic food the customs union totalin 1996. -k ﬁ '
commodities to unaffordable and un- Czypionka said Zimbabwean ex- [z
realistic levels”. It would review allre-  ports might become intensely compet- [ _ ;
cent price increases and recommend See 9300 c 05 g o tg7 é

mescires o provet proiesgpls 3 /) /g
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= - -

. itive, thanks

Zimbabwe 6%

Continued from,Pa e@ ‘ G‘)
&p 22[][98 .

the currency depreci-

ation, but this would be short-lived as

inflation and expensive input costs
eroded the gains of a weaker currency.

The IDC said: “It appears that the

(SA) sectors exporting machinery and

equipment (including electrical ma-

chinery), motor vehicles, parts and ac-

. cessories, chemical products, as well as

printing and publishing products, are
the most exposed to a future downturn
in Zimbabwean import demand.”

Kenneth Kotelo, an economist at
the Pretoria-hased Africa Institute,
said the problems in Harare, coming
hot on the heels of the aborted coup in
Zambia, would negatively affect in-
vestor sentiment in southern Africa.

SA Foundation executive director
Neil van Heerden said developments
in the region were “interconnected”.
“Consequences can be swift”.

SA Tourism Board executive direc-
tor Michael Farr said the riots were
likely to have a detrimental effect on

tourism to Zimbabwe and the region.
Foreign markets often viewed un-

rest problems in a regional context

rather than a country-specific context.

As a result the southern African
tourism region could experience some

spillover, but the SA tourism industry
would not face severe consequences.

Farr said 30% of SA’s foreign
tourists also visited other African
countries, mainly Zimbabwe. Tourists
now might exclude Zimbabwe or post-
pone the whole trip.

An independent tourism specialist,
Delano Caras, said the effect of the
riots in Zimbabwe “would not be too
bad”, unless they continued and spread
to Victoria Falls and other important
tourist areas.

On the positive side, the IDC gaid
more atiractively priced Zimbabwean
equities presente Suxportunitiea for
the less risk-averse SA investor. “Fur-
ther opportunities are likely to arise in
the form of an accelerated privatisa-
tion process due to mounting fiscal
pressures.” '

Land plans still stand: Page 6
Government not in control: Page 12
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exports’soar

South African exports in
Africa last year were
worth R20,45-billion,
R2,91-billion more than
in 1996, while Europe
remained the biggest
trading partner, buying
goods worth R38,48-

Va2 hlag




Stainless steel exports shoot u 200%
NCABA‘HI.GFHE u (m\ Zﬂ I 'l“f"s?egare on track to achiev(?ﬁig uipﬁ:;er said.

Johannesburg — Government
incentives and advanced techno-
logical expertise boosted South
African exports of stainless steel
fabricated products to 30 000 tons
worth R525 million last year,
Dave Slater, the chief director of
the Southern African Stainless
Steel Development Association
(Sassda), said yesterday,

This was a 500 percent in-
crease from the 5000 tons worth
R50 million exported in 1991, and
created an average of 2000 jobs.

our objective of 100 000 tons of

locally produced stainless steel
for local conversion by the year
2000,” Slater said.

The exports of stainless steel
products were expected to top
35 000 tons this year, which would
represent 35 percent of the
conversion of stainless steel in
the country,

“Arange of products are prov-
ing successful, including tank
containers, pipe and automotive
components, products for the
catering industry as well as

Sassda formed a new business
development unit this year to
help exporters with research and
marketing and to bring them
together to consolidate their pen-
etration of overseas markets,

The new sector will be headeg
by Scott Hously, formerly the
marketing development manager
at Columbus Stainiess Steel.

“More companies are real- !
ising the benefits of working
with stainless steel and it a]l
points to a very positive year
ahead,” Slater said. T
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LYNDA LoxTON

Cape Town — South African
manufacturers are better at
increasing exports than many
would give them credit for, but
they need to be more adyentur-
ous about finding new markets,
a research paper has found.

In the latest issue of Trade
and Industry Monitor, Pieter
Laubscher of the University of
Stellenbosch’s Bureau for
Economic Research said widely
held negative views about South
Africa’s manufactured export
performance were unfair

“South Africa is widely
viewed as a predominantly
primary commodity exporter
and a price-taker on world
markets, while its companies
only export when the domestic
economy is in recession,” Laub-
scher said.

“However, such views do not
recognise the ongoing structural
changes in the industrial sector
over the past couple of years.”

Industries had been actively
upgrading their production facil-
ities to gear up for exports and,
although export growth was
coming off a low base, “a signifi-
cant track record has been estab.
lished over the past decade”.

Gold-exports as a percentage
of totél®exports had fallen from
36,1 percent to 21,5 percent and
primary products from 20,3 per-

cent to 19,4 percent between 1988
and 1996, Laubscher said.

Beneficiated primary prod-
ucts had risen from 23,3 percent
to 27,8 percent; material inten-
sive products from 4,9 percent to
7,1 percent; and manufactured
products from 5,6 percent to
17 percent. The balance was
made up of “unclassified” prod-
uets, which fell from 9,8 percent
to 7,2 percent,

The strong growth was head-
ed by transport equipment (up
29,4 percent a year in dollar
terms), metal products and ma-
chinery (up 18,1 percent, includ-
ing electrical machinery), and
chemicals, rubber and plas-
tic (up 17,5 percent, involving
mainly industrial and other
chemicals).

Of total exports in 1996,
33 percent went to the European
Union (EU), 19,2 percent to the
Far East, 14,5 percent to South-
ern Africa, 9 percent to North
America and 6,9 percent to the
rest of Africa.

But this picture was distorted
by the inclusion of diamond
exports from South Africa, Bot-
Swana and Namibia to the EU,
Laubscher said. Without those,
the EU took 24,3 percent of ex-
ports, the Far East 23,1 percent
and Southern Africa 19,8 per-
cent, with the growth of exports
to Southern Africa outstripping
the rest,




John Dludlu

THE labour element at the National
Economic, Development and Labour
Council is expected to Oppose govern-
ment’s bid to introduce “industrial de-
velopment zones”, says a senior labour
representative at Nedlac.

Herbert Mkhize, labour convener at
Nedlac's trade and industry chamber,
said yesterday unions were opposed to
plans to create “concentration camps”.

Labour was also against “export
Erucessing zones” by any other name,

e said.

Government representatives are
expected to make another presentation
to the chamber this week on plans to
introduce industrial deveﬁxpment
zones. Government officials say the fo-
cus of'these zones will be provision of
infrastructure and there “might be
some exporting” facilities in these ar-
eas t0o.

However, Alan Hirsch, the chief di-

“Unions oppose export zones’
%%’4@» T

rector in charge 1:|:1i ﬁus and tech-
nul::&gy strategy at the trade and indus-
try department, said there would be no
“exemptions from the laws of the coun-
try” in these zones. Existing tariff and
concessions would still be provided.

Another Nedlac negotiator has ex-
pressed doubts that the zones, offering
nothing special, will attract significant
industrial development into coastal ar-
eas as envisaged by government.

Labour has been vehement in its op-
gusitiun of export processing zones,

earing that these areas will reverse
some of the hard-won gains of the past
few years for the labour movement.

Buginess, on the other hand, has
raised concerns about customs and ex-
cise leakages.

Accepting industrial development
zones would automatically mean ac-
ceptance of a range of provisions with-
in these zones, Mkhize said. .

Policy test: Page 12




\Expm-ts are &

1. FCONOMY: & BUSINESS

MI]TI]R VEHICLE SALES 7"“(%

}l-namng ahead

\

FINANCIAL MAIL + FEBRUARY 13 - 1998 ]

Industry development plan spurs
manufacturers on

The domestic market may be idling, but
exports of SA-made vehicles are accel-
erating at a spectacular rate. SA man-
ufacturers exported 19 569 vehicles in 1997
— a 69% increase on the previous year.
Analysts expect a further sharp rise this
year.

Of the 1997 total, 10 458 were cars, 800
hight commercial vehicles, and 1 111 trucks.
The biggest market remains Africa, but
Asia, Australia and the UK are among other
regions being targeted.

Much of this activity is the result of
Incentives in the two-year-old motor in-
dustry development plan, which offers im-
port duty rebates to companies which also
export. Annual exports by the industry as a
whole are already approaching the equiv-
alent of a full month’s domestic production.
This year they may exceed that level.

Exports are already the lifeblood of some
companies. BMW shipped nearly 4 000 cars
overseas last year — adding more than 25%
to its domestic sales. Toyota, a slow starter
in the export race, was snapping at BMW's
heels with well over 3 500 foreign sales of
cars and commercials. Nissan, Delta and
Volkswagen each exported about 2 500.

It's good news for those companies at a
time when the domestic market shows few
signs of strengthening.

McCarthy Motor Holdings chairman
Brand Pretorius takes the positive view that
last month's vehicle sales were the second
highest January figure in 13 years. But the
fact 1s the market as a whole was more
than 10% down on the previous January,

Marketers and analysts expect little im-
provement in the near future and the con-
sensus i3 that the total market for 1998 wil]
be down for the second year in a row.

Part of January's market probiem, 1t must
be said, was of manufacturers’ own mak-
ing Some companies extended their Christ-
mas factory shutdown in order to run down
excess vehicle stocks.

In some cases, this worked too well and
customers couldn’t get the vehicles they
wanted. Some manufacturers also blame
extended school holidays in certain
provinces, notably the Free State and West-
ern Cape, which affected commercial ac-
tivity in those areas. David Furlonger

_“

- JANUARY VEHICLE SALES
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s Manufacturer

VW

Cars
CitGolf

Number
of sales

Polo

GolfiJetta

Audi A4

AB

AB

Totai % of totaf
sales car market

2 101

Toyota

1636

Nissan

1266

W

379

M-Benz

206

Land Rover

50

4218 241

Samcor

Corolla

Conquest

Camry

RAV4

Lexus

Landcruiser

Prado

Previa

2

lan

1998

LIGHT COMMERCIALS
Number of sales % of market

Delta
Samcor 1772

28 4
23,9

1867 i

1410 7961

Dec (7 363) to Jan

+0,6

3637 _ 208

Tracer/Midge

1043

Fiesta/Soho __ 674 _ .

Telstar/626

143

Ford Escort

301

Falcon

99

Mondeo

32

Explorer

5

194

.~ Mazda Etude

Pajero

103

Spaceqear

g

Jaguar

40

82

77

51

40

22

T Astra/Kadett

470

Corsa

1188

-2 Saab

- 8

Suzuki

> 15

M'EBII!MI GOMMERCIALS
Kumber of sales % of market

Dec (255) to Jan

1681 96

C-Class

552

E-Class

201

S-Class

9

SLS

10

SLK

39

Honda Ballade

638

Odyssey

6

Prelude

20

CR-V

65

BMW

Nissan

Chrysler

" 3-Series

5-Series

7-Series

10

_"SentrafSabre

Maxima

98

Fiat Uno

Alfa Bomeo

42

Sani/Patrol

73

Other

1

Cielo

Espero

21

L.anos

243

Nubira

COMMERGIALS

HEAV!M OMME

~ Number of sales % of market

92

65

53

40

39

33

21

11

iner 10

10

Jan

Ly ;luuul‘.-!,:"

%

_1998 _1997 hage

380

3 -80

Dec (385) to Jan

13

TOTAL VEHICLE SALES

- ad A I

Jeap

94

Neon

12

Voyager

55

5415

Land Rover

Discovery

il

69

—.Defender

Ik

__Hange Rover

d

4 597

4 436
3 862

Peugeot

306

408

Subaru

January

impreza

L8064 4 03

9

Lsgacy

1998
17 496

9

1997
19 835

2574

1920

1459

% change

Jan

" Namber of sales % of market

21,2
18,0

1998 _199] ot
25584 28597 -l05

-11,8

Dec (24 456} to Jan

+4.6

Dec (16 453) to Jan

+6,3

Source: NATIONAL ASSOCIATION OF AUTOMOBILE MANUFACTURERS OF SA
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COAL EXPORTS %

Iscor

O\ S
derpms second

Richards Bay coal terminal

Waterberg holds key for increase in exports

he decision by Iscor to export

I 3 Mt/year of coal through the pro-

posed second export terminal at

Richards Bay underpins the -terminal’s

prospects and the long-term future of SA’s
coal export industry.

The expansion of Iscor’s Grootegeluk col-
liery on the Waterberg coalfield near El-
lisras in North-West Province to produce
this export coal will be a pioneering busi-
ness development.

The Waterberg coalfield holds the key to
continued healthy SA coal exports after
about 2050 when the export quality re-
serves on the Witbank and Mpumalanga
coalfields run out. SA last year exported
62 Mt of coal worth about R9bn through
Richards Bay.

[scor chairman Hans Smith™ says the
group has committed itself to exporting
3 Mt tons annually through the South
Dunes Coal Terminal (SDCT} at Richards
Bay and would like to push this to 4 Mt.

He says Iscor wants to do this “as fast as
possible which realistically means within
two years”, following the group's inability
to continue exporting through the Richards
Bay Coal Terminal (RBCT).

The SDCT project has been in the hands
of construction firm Group Five and Dutch
coal trading group Anker Kole for the past
18 months since MacPhail gave up on the
project because of its own financial dif-
ficuities.

A go-decision on the R1,3bn project has
been anticipated by analysts for the past six
months and it is now expected by
March/April with construction due to start
in June.

SDCT MD Trevor McGiddy says: “We are
on schedule to have the bankable feasibility
study completed by the end of March and
are fastracking this with the banks already
involved in doing their own audits on the
project.

"Construction should start in the second
quarter of this year with completion sched-
uled for the second quarter of 2000.”

While all the major coal groups own
reserves in the Waterberg, Iscor has the
only operating mine at Grootegeluk which
1s a multiproduct colliery supplying Eskom’s

FINANCIAL MAIL - FEBRUARY 20 - 1998

Matimba power station as well as exporting
metallurgical coal.

There lies the spur that has galvanised
both Iscor and Coallink — the division of
Spoornet which manages the coal export
raiflway line runming from Witbank to
Richards Bay.

Iscor is intent on building up its export
pusiness and in 1996 exported 0,7 Mt of
coal through the RBCT though it is not a
member. Iscor exported through arrange-
ments to use the unutilised portions of
export quotas belonging to RBCT members,
in particular Shell.

That loophole vanished last year when
JCI bought out Shell’'s coal assets because
JC1 has the production capacity to utilise all
of Shell’s RBCT export quota.

With the RBCT nearing maximum ca-
pacity, and major coal groups Amcoal and
Ingwe looking abroad for expansion,
Coallink is worried about long-term busi-

GLOBAL SOURCING FORECAST
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ness growth on the Richards Bay line which
Is Spoornet’s main profit earner.

Coallink executive manager lan Bird says
Spoornet is supporting the SDCT and is
focusing its attention on opening up the
Waterberg field.

Bird sees Iscor's role as critical because
the group is Spoornet's largest customer
and it has the only operating mine on the

fieid. The main problem facing the Wa-
terberg 1s the extra 500 km railing distance
to Richards Bay which pushes up transport
COSLS.

What’s required is a competitive rail tariff
— which 1t seems Iscor has already ne-
gotiated on a tnal basis — and an up-
grading to "heavy haul” status of sections of
the line between Ellisras and the start of the
Richards Bay line near Witbank.

Once these essential building blocks are
in place the way would be open for further
development of the Waterberg by the other
coal groups.

McGiddy declines to provide details of the
SDCT ahead of final agreement but analysts
believe 1t will have the capacity to shift
12 Mt annually which could easily be ex-
panded to 14 Mt.

Cost of the terminal is estimated at
around R500m while Portnet will spend
RI10m on building a new vessel loading
berth and Spoornet will invest about R750m
in new rolling stock.

Apparently the terminal will be financed
20% by equity and 80% through debt with
Group Five and Anker Kole looking to bring
in another two equity partners.

One of these will be the contractor ap-
pointed to run the terminal. Materials hand-
ling group Fraser Alexander appears to be
the leading contender out of the three
companies bidding for this position The
other partner is likely to be Iscor

The major users of the terminal providing
its base load of export volumes will be
Iscor, Anker Kole, Gold Fields Coal, To-
tal/Avmin and Kangra.

Capacity above their requirements will be
made available to all comers on a “pay as
you use” basis.

Delicate negotiations are still underway
between the SDCT and the RBCT over some
areas of co-operation between the two
terminals in using the infrastructure at
Richards Bay.

The RBCT has never looked fondly on the
development of a competing second ter-
minal at Richards Bay. It scuppered SDCT's
predecessor — the Coalex Joint Venture —
by making special arrangements to bring
lead Coalex member Sasol into the RBCT
structure.

Analysts feel that cannot happen again
with Iscor because the RBCT no longer has
the spare capacity while building new ca-
pacity would involve an expensive “green-
fields” expansion.

Nevertheless, until the final documents
are signed, McGiddy would do well to note
the philosophy of Time's Businessman of
1997 — Intel CEOQ Andre Grove — who lives

by the motto that: “only the paranoid sur-
vive.” Brendan Ryan.




Wine exports to UK drop by 7%
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CHRISTO VOLSCHENK

Cape Town — After wine exports
to the UK grew 38 percent in 1995
and 30 percent in 1996 they un-
expectedly dropped 7 percent in
volume terms in the second half
of last year, said Jane Hunt, the
director of Wines of South Africa
in London.

Wines of South Africa, which
is based in London, is an export
promotion agency. The company
has more than 100 local produc-
ers as members.

Speaking at a conference
organised by Longridge Winery,
an exporter, in response to the
drop in wine exports to the UK,
Hunt suggested the phasing out
of the government’s general ex-
port incentive scheme had a iot to
do with the drop.

Unreliable supply was anoth-
er major reason for the drop in
exports, she said.

“When government assis-
tance dried up, producers in-
creased their prices to maintain
their profit margins,” Hunt said.

“"Quality did not lift with the
prices and consequently British
consumers turned their backs on
South African wines.”

She said the rot in exports
could be stopped by concentrat-
ing the marketing effort at the top
end of the British market.

“We should export more top
quality wines.

“Currently South Africa hasa
fair share of the lower and mid-
dle price markets, wheré con-
sumers have little loyalty to
brands and producing coun-
tries,” Hunt said.

4G

“In the high price marKket
consumers are far more loyal and
that is where South African
producers should aim.”

Hunt said the wine industry
needed a clear strategy and a
“suitably resourced, independent
body” to regulate the industry
and drive the export effort.

About 60 percent of all South
African wine exports go to the
UK, the single biggest buyer of
South African wines.

Alex Dale, the export director
of Longridge Winery, said overall
wine exports were still growing,
with new markets constantly
being added to traditional
markets.

“It is cause for concern when
our biggest market suddenly
takes a dip at a time when more
growth was expected,” Dale said.
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‘SA needs strategy

Louise Cook

WINE sales to the UK — represent-
ing 60% of all SA wine exports —
dropped 7% between June and
November last year after previous
year-on-year increases of up to 38%,
Wines of SA London director Jane
Hunt said yesterday.

In a keynote address at the
Longridge wines conference in Cape

—h—

Town, Hunt warned that unless the
SA wine industry changed dramat-
ically and set ﬁw “a suitably re-
sourced industry body to draw up a
workable strategy m,a the whole
industry”, wine exports were under
threat.

“Every month passed without di-
rection will make it progressively
more difficult for the SA wine indus-
try to achieve its potential. The big

O

D 2L A

five who were Eme influential in
the local wine industry had the re-
sources and were therefore able to
bring about change, but they had
failed significantly to-capitalise on
the opportunities. F
“This failure will have long-term
effects on their export competitive-
ness and is in coraplete contrast to
the :leading roles; that the large
companies play in Australia and

mE

o
Chile,” mﬂﬁm said. m

' She said branded products were
essential for the success for the
whole of the SA industry. In the UK,
well-established SA brands were ei-
ther unsuitable or unsuccessful. In-
creases in wine prices should reflect
increases in quality and the number
of grape varieties in SA should be
rationalised, she said.

“SA’s export success since 1994

€ CX

Q&lﬁ% ot to be seen as an unrepeat-

orts’

able phenomenon. Industry cohe-
sion, commitment, speedy change
and hard work combined with im-
proved wine quality, will ensure
this,” she said.

Hunt said SA wines were regard-
ed in the UK as good value for mon-
ey, a factor which, with the excep-
tion of France and Australia, put SA
ahead of all competition.
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SA exporters have tog

THE cornerstone of government’s
economic policy lies in the growth,
empioyment and redistribution
(Gear) programme.

The Gear strategy commits
government to increasmg econom-
ic growth via a macroeconomic en-
vironment built on prudent mon-
etary and fiscal management.

Crucially, though, Gear also
speaks of the need to drive long-
term economic growth throug
high rates of growth in manufac-
tured exports. An important issue,
then, is trying to understand the
export behaviour of SA manufac-
turers, and to evaluate whether
the sector is, at present, able to
meet the aspirations of the Gear
strategy for export-orientated eco-
nomic growth. '

An analysis was undertaken of
seven manufacturing sectors,
from 1990 to 1995, using monthiy
data. The study analysed manu-
facturing performance and be-
haviour on a long-run (five years)
and short-run (eight months) ba-
818. The general finding was that
manufacturing firms did not re-
spond in the long run to the
change in the price of exports, orto
thanges in their production levels.
Most of the response from these
firms took place in the short run,
where firms did change export vol-
umes when %nnmm or production
levels altered.

In the main, the results sug-
gest that the chosen manufactur-
ing subsectors are essentially

Export behaviourin SA's Em::*mﬂc::N
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strategies, writes Haroon Bhorat

small exporters, relative to world
demand. This is combined with
sectors that, while exporting large
volumes relative to other SA sec-
tors, are not orientated in a sig-
nificant way to the world market.
The exception in the sample was
the Wmﬂm products sector, which
18 known to ort a significant
share of its nﬂwwﬁ. This general
lack of outward orientation is re-
flected, then, in a manufacturing
sector that has not hed a long in-
volvement as an orter in the
global economy, and hence can be
categorised as a new entrant into
most world markets.

Given this characterisation of

the manufacturing sector as s
whole, and most of its subsectors,
the insignificant results in the
long run are not surprising.

The dominant significant effect
of sectors that respond in the short
run either to a decline in domestie
demand or an increase in volume
of production, is strongly indica-
tive of an, as yet, uncompetitive
manufacturing industry that only
reacts to price and income
changes once the domestic market
has been saturated. SA manufaec-
turers are thus by and large

“residual exporters”,
The strong response in the
short run speaks of a manufactur-

ing industry with potential, but
one that needs to increase world
exports before price and income
changes have any long-term bear-
ing on performance.

The policy implications of this
responsiveness by manufacturing
exporters to prices and income are
important. ¢ above analysis
suggests that trade uma_w needs to
be geared towards Mmﬂm oping ex-

1sting markets and encouraging
new destinations for manufac-
tured goods. The reasoning here is
that the insignificant long-run re-

sults are indicative of industries
that do not have a long history in
global markets.

The clothing, textile and
leather industries are a good ex-
ample as they have only recently
emerged from a long period of pro-
tectiomsm and now need to pro-
mote exports if they are to survive.
Trade policy would thus need to

focus on improving the reputation *

of, and promoting the products of,

local manufacturing industries,
The problem with many of the

manufacturing firms then, is not

Export shares as a %.of .
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industry shows that there is a need for new and improved

oor quality er high prices, but
ch. knowl on the part of in-
termmational buyers regarding
most SA-marmafactured products.
When manufacturing producers
cease to be residual exporters, on-
ly then can it be claimed that the
industry is becoming more giobal-
ly competitive. o
Recent trade policy initiatives
seem to reflect some of these needs
for greater market penetration

and awareness, aithough they re-
main in their infancy. Hence, the
trade and industry department in-
tends to set export councils
aimed at i ing a sustainable
export culture within the manu-

facturing industry. These councils
will be Wﬁnﬂmmmmm by seminars,
trade migsions and industry-
apecific exhibitions, all intended
to develop foreign markets. The
impilementation of these policies
remains largely untested and
bhence their effectiveness would
need to be evaluated in the future.

The other problem facing policy
meakers is that manufacturers are
low-volume Eﬁm_mnﬂ? making
them price in export mar-
kets. Policy should focus on in-
creasing the quantum of goods
produced by these firms, if only to
allow them to determine their own
prices. Realising these economies

em dead

of scale not only means lower unit
costs but will also yield significant
H.mm%nummm by these firms to price
and income changes.

These increases in production
levels need to be complemented by
higher profile 1n destination mar-
kets. It is also trne that, with 1n-
creasing production levels, manu-
facturers need to rase the propor-
tion of output exported. In this
way the residual exporting wall
fall away as output and exports
will be positively carrelated, as 1n
the case of EmEW products. ,

For macroeconomic policy the
implication is that alterations in
the exchange rate will have some |
affect in manufacturing, although
this will be limited to a few sub- .
sectors. Exchange rate move-
ments are also 1 to affect ex-
port performance only in the short
run. Improved export perfor-
mance through an exchange rate
depreciation, for example, will
thus not be borne out given the
poor response m the long run by
the manufacturing industries to
price changes. Macroeconomc
policy intended to manmipulate the
exchange rate for the efit of
manufacturing producers wall
hence only perpetuate the exis-
tence of Hmmmmnww exporters in the
economy.

(3 Bhorat is a member of the De-
velopment Policy Research Unit at
the University of Cape Town’s
School of Economics.



Transnet lands contract to

supbvly ore

TRANSNET has been awarded a con-
tract with a potential value of more than R450m
to ﬂuEply ore trucks to Swedish mining company

Transnet M Saki Macozoma said yesterday
Transnet subsidiary Transwerk would supply
five prototype trucks with a total value of
$1,06m in the initial stage of the contract.

“If the testing of the five prototype trucks
yields positive results, LKAB will place further
orders 1n stages for the next five years,” he said.

Macozoma said the project might open doors
for Transnet to enter the railway supply market
in Europe. : '

Last year, Transnet identified one of Tran-
swerk’s objectives as being to increase its mar-
ket share by penetrating international markets.

“As a result, Transwerk developed and im-
plemented strategies to pursue international
ventures, focusing on Euru’pe including Sweden,
Africa and southeast Asia,” he said.

Transwerk is a transport equipment refur-

ks }&()),m Jﬁden

bishment and g parastatal with a
particular focus on the rail transport sector.

The company, which had a twmnover in
1997/98 of close to Rlbn, refurbishes rolling
stock, ancillary equipment, components perma-
nent way products and road trailers.

There was speculation earlier this year that
the contract was linked to a second deal which
would entail Sweden supplying up to 48 Saab
Gripen fighters to the SA Air Force. The contract
was worth about R2,5bn.

However, Transnet media liaison manager
Thami Didiza said yesterday there was no
formal link between the two contracts and they
were being negotiated separately.

Macozoma said Transwerk would be giving
technical assistance to LKAB.

Last year, Transwerk was awarded contracts
to manufacture 100 tank wagons for Sudan:
modernise the first Blue Train set and convert
baggage vans into motor car carriers for cross-
border transport. It also concluded an agree-
ment with GEC Althorn for the maintenance of
traction motors.
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John Dludlu

THE southeast Asian currency turmoil
which has bolstered the region’s ex-
ports could see SA’s manufactured ex-
ports to southern Africa being dis-
placed by competitive ones from Asia,
says a recently released report from a

- London-based policy think-tanlk.
-+ Inits latest report assessing the im-
. phications of the Asian crisis, the Cen-

tre for Research into Economics and Fi-
nance 1n Southern Africa, a research
unit within the London School of Eco-
nomics, says the troubles will definite-
ly have an adverse effect on direct in-
vestment into SA.

This will be more so if the crisis
spreads to South Korea, which the pa-
per says 1s a significant potential
source of future investment in SA and
the southern Africa region.

The decrease in Asian investments
may be prompted, in part, by the fact
that in times of crisis investors might
choose familiar markets. But the ex-

(74a)

tent of the investment decline will de-
pend on the scale to which the crisis
spreads to other economies,

On lessons for SA, the study’s au-
thors warn that even with bale outs,
adjustments required by financial
crises carry steep costs. “Moreover, in
contrast to Mexico and Asian coun-
tries, SA has no regional ‘big brother’to .
facilitate a bale out in the first place”.

The paper, one of a growing number
of studies written since the start of the
crisis in the so-called Asian tiger
economies last October, warns that the
Asian currency depreciation will act as
an additional “headwind” in SA’s bid to
compete for market share in areas
where Asian exporters now have a
stronghold. The paper says there is a
clear need for SA to diversify its ex-
ports.

In general, the paper argues it is
likely SA’s export growth will not be
too adversely affected by the Asian

slowdown because of high growth rates
expected in Europe this year.
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Washington - South
African exports to the
United States climbed
steadily last year, reports
the Department of
Commerce here.

They were worth $2,5-bil-
lion last year, 8% more than
in 1996, while imports of US
goods fell 3% to $3-billion, a

36% fall in the $783-million
US trade surplus with
South Africa for 1996,

Most of South Africa’s
exports to the US by value
came from the sale of plat-
inum sponge worth $564-

million, compared with

$474-million in 1996,
Exports of platinum and

diamonds were worth $957-

million, $100-million more

than in 1996, and the valye
of chemicals grew 36% to
$154-million.

Meanwhile South
African imports of US cere-
als fell substantially from
$183-million in 1996 to $36-
million last year.

The major markets for
US goods in sub-Saharan
Africa are in South Africa
and Nigeria.
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The European Union is a tough market to
crack, but that’s no reason for SA expotrters
to avoid it, says EuroChamber of Commerce
in Southern Africa project co-ordinator
Anahid Harrison.

“There are a lot of niche areas where SA
products could be much more strongly pro-
moted in Europe.” There is, for®instance,
“huge potential” in security electronics.

But thete are a number of do's and
don’ts. EuroChamber's recently released
EU-SA Export & Import Handbook lists 10
areas novice exporters tend to get wrong:

QA Bad communications. Phones and fax
machines are vital, but e-mail is becoming
important too;

0 Delayed replies. Exporters should answer
any correspondence as soon as possible.
Failing that, they should inform the Im-
porter they are working on a reply;

Q Late delivery. "Never exaggerate your ca-
pacity. Should a delay occur, inform your
buyer promptly and state the reason for the
delay”;

Q Poor product quality. “Investigate product
improvement possibilities if necessary, but
never ship poorer quality goods than those
demanded and agreed on”;

Q High export margins. “Adopt a positive
attitude towards long-term relationships in-
stead of incidental exports, even if it leads
to smaller margins. Quote realistic prices”;
QBad packaging. Exporters should re-
search packaging problems to reduce trans-
portation costs and to improve product
quality and appearance;

0 Product design not adapted to EU con-
sumer preferences. Analyse comparable lo-
cal products to identify the difference. If
possible, exporters should agree with the
agent or distributor to keep them up to date
on the latest trends and tastes,

Q Violating exclusive rights clause in a con-
tract. “Never try to breach your contract by
selling to other trade partners You will find
that you may lose both pariners, since the
EU market is highly organised”,;

Q Incorrect documentation. “Always ensure
you supply all the documents requested by
the importer, and that you include the
details requested. Fax a full set of non-
negotiable documents to your importers as
soon as the goods have been received by

ECONOMIC TRENDS

By Adrienne Roherls — Email: roherts@tml.co.za

the carrier”; and

0 Failure to present neat and accurate doc-
umentation “Documentation is a vital part
of international trade, it is therefore most
important that your documentation is ac-
curate and as neat as possible.”

For exporters who want to put out feel-
ers, good places to start are the Trade &
Industry department and EuroChamber, at:
Q exporthelpdesk@dti.pwv.gov.za; and
3 eurocham@icon.co.za. B




THEY

2 09 M

e

)

1.!!

= R

‘'

ALIDE DASNOIS AND LIEWELLYN JONES
BUSINESS STAFF

Clothing manufacturers are hoping the
Clinton administration’s new trade
policy for Africa will open up lucrative
export markets in the United States —
creating tens of thousands of new jobs
in the industry.

At the moment, high walls protect US
clothing and textile industries against com-
petition from other countries.

But the new Africa Trade Growth and
Opportunities Act, part of President Clin-
ton’s “trade, not aid” policy, offers countries
in Africa better access to US markets under
certain conditions.

Clothing Federation executive director
Paul Theron said South African clothing
exports made up only 0,1% of clothing
imports into the US. If exports were allowed
torise to just 1% over three years, 30 000 hew

- jobs could be created, he said.

The bill offered a “window of opportuni-
ty” to the South African garment industry,
said federation president Bernard Richards.

Up to 100 000 new jobs could be created
over five years if clothing exports from
South Afirica were allowed into the US more
freely, said Dr Richards.

But he warned that textile manufacturers
in the US could still scupper the plans to
open up the country’s markets.,

The bill has been passed by the House of
Representatives, but is being blocked by the
Senate, where some senators want more pro-
tection for the US textile industry.

Although textile imports from Africa are
not likely to pose any significant threat to US
manufacturers, textile lobbies in the US fear
African countries could become spring-
boards for illegal exports of clothing and tex-
tiles from Asia to the US.

Dr Richards said United States textile
companies were trying to get the bill
changed so that only clothing made with US-
made varns and fabrics would benefit from
better market access.

The bill offers African countries better
access to US markets on condition they
lower their customs barriers and other con-
ditions. The Department of Trade and Indus-
try welcomed the bill, but had reservations
about some of the conditions.

It also was worried the US could with-
draw access if it considered the country con-
cerned was no longer meeting conditions.

VAL ALAVY, TIIUMDVAT, VIANULN 20, 1990
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Breezing in: US president Bill Ciinton and First Lady Hillary greet wellwishers on their arrival in Cape Town




= w4 r-Th- - - - - L

‘Geis has proved too open-ended and costly’

supply side

measures

G () 12198

PARLIAMENTARY CORRESPONDENT

Cape Town — The department of
trade and industry (DTI) yester-
day defended its supply side mea-
sures meant to replace the Gener-
al Export Incentive Scheme (Geis)
and accused some industries of
deliberately not making use of
them to become more competitive.

Zav Rustomjee, the DTI direc-
tor-general, was briefing the par-
liamentary portfolio committee
on trade and industry. He said ex-
port support schemes such as
Geis had proved too open-ended
and expensive o maintain.

“At the last count, the present
day equivalent of the money that
has gone on Geis over the past
seven years runs to between
R21 billion and R25 billion, and 1
do not think we have a lot to show
for it,” Rustomjee said.

Ben Turok, an ANC MP, had
expressed concern the supply-
side measures had not kicked in
fast enough or were not helping
many industries while jobs were
being lost, mainly in the fruit and
vegetable canning industry, be-
cause Geis had heen terminated.

Rustomjee said the termina-
tion of Geis had been in the
pipeline for two to three yvears,
and it had been clear that indus-
try could not continue to rely on
(Geis carrying on.

“It would be incorrect to say
that supply side measures are not

working,” ngustﬂmjee

“We have tried to be as bold,
but also as prudent, as we can in
formulating new schemes. We do
not want to end up in a situation
where we start a scheme, commit
resources to it, pick up anomalies
halfway down the track and then
have to scale back, creating all
kinds of uncertainties.”

He said “most of our (supply
side) schemes have been long in
formulation” because of the need
to consult as widely as possible to
develop the right schemes.

“T have to say that part of the
problem over the past couple of
years has been a belief among
some quarters within the private
sector that if they hold cut long
enough, and if they push us hard
enough, and if they evoke spec-
tres of mass de-industrialisation
and unemployment, that we will
reconsider,” he said.

“I think that some of them
have miscalculated on this.”

If the industries had devoted

‘as much time and energy to

working with the government
through its cluster process to de-
velop the supply side measures as
they had to lobbying the govern-
ment on Geis, they would be bet-
ter off now, said Rustomjee.

But some industries faced
problems that they could do little
about, notably the common agri-
cultural policy in the EU which
crippled them, regardless of
their competitiveness, he said.

———
e ———— e ——




léolumbus faces US

Simon Barber

WASHINGTON — Columbus Stain-
less is expected to be hit with a US an-
tidumping suit tomorrow, probably
forcing it to suspend exports of stain-
less steelplate to the US. SA

Industry officials sajd the suit,

|

i | which also targeted producers in
i total US
;

Spain, Italy, Belgium, South Korea
10%-15% of US

and Taiwan, was to be filed by Lukens
oteel and Alleghen; Teledyne, both of
which had recently blamed their dis-

{ the petitioners to g0
j appointing performance on competi-

;

i

!

under US antidumpin

tion from imports. Assuming the U

Lukens is being bought by Bethle-

hem Steel, which has agreed to sell

most of Lukens’ stainless steel opera-
tions to Allegheny:.

Antidumping  action has already dumping duties
"-1 forced Iscor and Highveld Steel and

i | Vanadium, which owns 30% of Colum- The duties
H prices of
)

y

partment

bus, to give up sales of carbon steel
plate to the US market worth an av-
erage of $30m a year.

OB 320]3 7€

Columbus’ exports to the US o custom
stainless plate have been running at
about 6 500 tong a year, worth about
R50m, said Michael Evans of Texas-
based steel importer Maurice Pincoffs.
Evans is also vice-chairman of the US-
binational commission’s business
development com mittee,

Although that is 3 tiny fraction of
consumption, it represents
imports, well above the
minimum 3% import share needed for

trade commission accep
and it has rarely, if ever
a case at the outset —
department wi]l assess

the commerce

ports within the next month or so.

are designed to raise
the imports to what the de-
calculates they would be if
the targeted producers were charging

L & .
ntidumping suit
qthe sdrhie as m%stic
ones, after accounting for transport
and other costs.

Importers have to pay the duties in-
a final ruling from the department and

h decides whether petition-
ers are being harmed by the imports.

If it decides they are, the duties be-
come germanent and the importers

after Columbus lose what they have put in escrow. If
rules. not, the importers get their money
international back and the case ends.
ts the suit — However, the Proceedings normally
, reJected such  take at least 4 year and whatever the

outcome, eat up hundreds of thousands

preliminary ofdollarsin legal fees.
ont the targeted im- Iscor and Highveld stopped ship-
ping carbon steel plate to the US soon

after the suit against them was filed in
late 1996, That is the standard re-

Continued on Page 2

. Cmgbed fruTag 1 ﬁ?w
- sponse s?eg n 1d[m€7 §g cases and
S

erally considered sitting targets, be-
cause they operate g de facto two-tier
pricing system and charge export cus-
tomers less than domestic oneg. .

To avold dutieg SA Companies have
to convince the trade commisgsiop that

COlumbus Gﬁj lf;hey could sell into the

aving dutieg of up to 5§19 slapped op

marke!:. One reason ig that the other
countries '
sia,

much b

accused of dumping.
Dm{id McKay reports that Igcor
and Highveld have applied for apti.
umping measures nF their own op
anian and Russian €xports to SA,
the SA Iron and Steel Institute said on
Friday.

. The institute gajd that Iscor and
Hurpld had applied to the SA Board on
Tariffs and Trade for interim provi-
sional duties of 809 against dumped
rmports of hot-rolled sheet and plgte
from amian and Russian €xporters,

Vanadium Prices: Page 19

. vy . |
to an escrow account while waiting for

|
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Govt,private sector must

=
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.__.<S._2 is SA doing to build its eeXxport promotion capabilities? Faizel Ismail looks

uEﬂH%WQEmﬂrmmﬁmﬁmﬁ_mwg
wagﬁm_ﬁ m.%wm Enmhnnﬂﬁmﬁmmﬁo
1. STO0Y AR internationaligse?
. Maﬁ do we build structured and
- ‘effective relationships with the pn-
¥Syate sector and assist these compa-
‘nies to develop collective export
X eapabilities?
' "How do we develop a national ex-
,port culture? Should SA create a to-
“tally private sector agency which
ﬁmﬁdmm export promotion, or a totally
- public sector one.
8" These are some of the issues that
‘Cthe department of trade and indus-
'Ctry’s (DTI's) export and investment
<~ promotion chief directorate is cur-
- rently addressing.
Uy Tndustrial and economic policy
™ objectives are critical in the current
@ phase of SA’s economic develop-
‘“*ment. Thus it would seem that our
® first challenge would be to recruit
" dynamic people who not only have
b some private sector experience but
Talso can develop a strong policy
"orientation. We will have to develop
strong relations with private sector
Cigervice providers to whom we can
*subcontract services.
« A clear definition of where we
“need to specialise and what we need

oto outsource will have to be devel-

-

[

(3

BUSINESS DAY, Tuesday, March 31 —3 <98

oped. The British and the French
=systems are thus of interest to us.

In the British case, all the eco-
amomic representatives are public
servants with a well developed re-
1ationship with the private sector.
In the French case, the CFCE is a
Tighly developed public-private sec-

-tor agency with the foreign econom- .

3¢ representation remaining part of
the civil service.

In the case of Ireland, Sweden,
Finland and Australia, the entire
export promotion system is man-
aged and controlled by an agency
which is supposed to work like a
private sector consultancy.

The development objectives get
lost and the gap between the
government mbam industrial policy
objectives becomes larger.

The DTI’s task will be to develo
the instruments and services an
approaches that have been success-

y developed in these countries.

The Finns have identified their
target companies as those that are
in the growth stage of their devel-
opment. These companies have a
ﬂmﬂﬂmwmﬂmm_ product or system to
sell, but donot know where to sell it.

In all countries referred to, the
export agencies identified and de-

veloped a few clusters of companies
for export development. A cluster
co-ordinator was appointed o devel-
op the export sirategy of that clus-
ter. The cluster co-ordinator also
has to develop contracts with a
group of companies. These could in-
clude more developed companies,
which have internationalised and
gained extensive experience, and
new companies hoping to develop
global market share.

The role of relevant export infor-
mation through systems such as a
directory of exporters is critical.

In all countries the government
plays a mmm._.&mnmh& role in the devel-
opment of small exporters. Ireland
identifies companies that are ready
to be assisted and develops a part-
nership/joint project with each com-
MWH%. A programme of action is then

eveloped to support each compa-
ny’s export strategy.

The Finns began developing an
export culture 20 years ago by run-
ning two to three day seminars in
the different regions of the country.
In SA we have some excellent
private sector training facilities for
exporters. This capacity needs to be
incorporated into an export training
strategy. .

A A

ouide

An export and investment pro-
motion chief directorate has been
created with an export development
section divided nto specialised
units — export developments and a
small exporters unit. The export
services section is broken up into
financial assistance schemes, ex-
port help desk, export information
services, research and training.

Some of these sections are al-
ready functioning well. Nonethe-
less, there is still potential to in-
crease the efficiency of the export
promotion activities. The adoption
of a project approach will ensure
better monitoring and performance
evaluation of both staff and pro-
grammes. In addition, the new pro-
grammes focusing on export sectors,
small exporters and the application
of IT to export information systems
has already begun to boost SA’s
export capabilities.

On the human resources side a
tremendous amount of work has
been done since 1997 in rebuilding
the enthusiasm of the export promo-
tion staff in Pretoria and in the
DTT’s foreign offices. The DT1 is well
ahead in building a representative
foreign service. A great deal of effort
has been devoted to training of staff

2D 3i]2/9g

ternational trends and the implications of these for SA

xports

in foreign economic work. The DTI
has made great progress in making
every member of the staff an enthu-
siastic participant in this process of
transformation.

In this we need to draw from in-
ternational best practice and bor-
row idéas that can be easily adapted
to SA’s needs. The DTI has also be-
gun to draw on the existing expe-
rience in some excellent consultan-
cies and non-governmental organi-
sationsin the Mmrw.

The minister of trade and indus-
try will need to be advised and guid-
ed on the building of SA’s export
capabilities. The DTI will initiate a
process to create a national export
council. The shape and form of this
will be developed through a process
of dialogue and consultation with
the private sector and other inter-
ested groups. .

In mmdm%awmﬁm its export capabil-
ities SA does not have to go through
all the learning phases of develop-
ment of other countries — it can use
their experiences to leap ahead into
international best practice.

3 Ismail is chief director, amhmﬂbnmu
and investment promotion:-at the
frade and industry department.

Sy
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high hope

Manufactured goods may reach 30%

GOVERNMENT and business have
expressed confidence that SA's ex-
port performance will improve next
year, with manufactured items rising
as percentage of goods sold abroad.

Interviewed vyesterday, Victor
Mathale, director for export trade
promotion at the trade and industry
department, said government was
confident that manufactured goods
— currently at around 23% of ex-
ports — would reach the target of
30% in 2{(:03.

He echoed industry’s optimism
that SA's exports will continue to
grow, especizally to Africa, Europe,
Latin America and Asia. The move by
certain European countries to cut in-
terest rates to spur growth augured
well for demand for SA exports.

Mathale points to the order for
Volkswagen SA to produce cars for
export to the UK, and BMW SA’s con-

NATIONAL

Govt, business have
s for exports

b 50]12 )49

tract to supply }series vehicles for
the world market, as two develop-
ments that will bolster the export
performance of the vehicle and com-
ponents sector. VW SA was recently
awarded a Robn contract to supply
68 000 vehiclesto the UKL

He says government’s aim is for
SA companies to win about half of all
construction projects awarded in
Africa. He expects the agro-process-
ing, chemicals and plastics sectors
to continue expanding their busi-
nesses in Africa, with the cut flower
market targeting the Eurapean
Union (EU), Switzerland and Japan
as likely high-growth areas.

Government officials are expect-
ing the proposed free trade agree-
ment with the EU, which has stalled
over a trademark dispute, to assist
the 5A export drive. The two sides
are hoping to conclude an agree-

(e

y 2003, writes John Dludlu

ment soon which will eliminate tarif
barriers over 12 vears. ,

Pretoria is also hoping the
planned review of the Elf's common
agricultural policy, through which
EU farmers are given generous sub-
sidies, will ease restrictions on SA's
agriculturai exports to the EU.

Mfundo Nkuhiu, chief director for
Africa trade relations at the trade
and industry department, has said
the newly forged trade links with
African and Middle Eastern coun-
tries should begin delivering bene-
fits to SA exporters in the new vear.

Though some sources believe SA
exporters did not utilise the benefits
of a weaker currency to the full this
year, they believe the formulation of
a coherent export strategy, backed
by an export advisory council, could
enable exporters to take better ad-
vantage of opportunities.

With a wheely in front of the Johannesburg City Hall, Rya
to CBD moto

highlight the
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n Wade takes his protest about city n{n::.u conditions
rists. He was one of 25 cyclists who rode from the FNB stadium in Soweto to the city centre to
joys of cycling as an aiternative mode of transport.

Picture: TREVOR SAMSON

Taryn Lamberti
and David McKay
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WORKERS and management at the Earlybird

Attempt to resolve __

pouitry farm north of Johannesburg met yes-
terday in a bid to end a bitter monthdong
strike which has been marred by violence.
Earlier, about 700 members of the Food
and Allied Workers’ Union (Fawu) were in-
terdicted from entering Earlybird’s premises
after striking workers assauited temporary
labourers brought in to break the strike two
weeks ago. One temporary worker was ad-

mitted to hospital, Earlybird human re-
sources manager Arnold Prinsloo said.

Fawu have rejected management’s offer
of an 8% pay increase, demanding 10,5%.

Prinsloo said the 8% offer was a “good
deal” considering the state of the economy
and the poultry industry, which was threat-
ened by imports. Fawu representatives were

——————— .

.

The company, which slaughters 150 000
chickens a day, had not suffered any loss in
production because 700 casual workers had
been empiloyed to replace striking Fawu
members, Prinsloo said.

Union representatives and management
have heid talks with the Commission for Con-

C

II'-III__III_.IIIII._I|I|-.|

disput
LR ,
nEﬂmmuF W..au tion and Arbitration and an
independent mediator, but failed to reach
agreement. The parties were at loggerheads
yesterday, with management refusing to ac-
cept the union’s suggestion of 2 compromise
settlement at 9%.
Meanwhile, striking members of the Na-

tional Union of Mineworkers at Anglo Ameri-

can Platinum Corporation {Amplats) mines
in North West and the Northern Province
were yesterday considering what the com-
pany described as a “significantly improved”
pay offer. g

Ampiats management said they had im-
proved their offer of 8,5% across the board
late yesterday, after 10 hours of consultation
with an independent mediator.

Amplats spokesman Steve Calladine de-
clined {o give details of the revised offer, but
hoped union representatives would consult
members and decide on the offer by today:.
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terday in a bid to end a bitter monthdong mitted to hospital, Earlybird human re- unableto comment vesterday. ...vﬁ..._.x._q.hi.l...._.__m.;.u.n0 Mediation and Arbitration and an Amplats management said they had im-
strike which has been marred by violence. sources manager Arnold Prinsloo said, The company, which slaughters 150 000 independent mediator, but failed to reach proved their offer of 8.5% across the board
Earlier, about 700 members of the Food Fawu have rejected management’s offer chickens a day, had not suffered any loss in  agreement. The parties were at loggerheads late yesterday, after 10 _._.mE,m of consultation
and Allied Workers® Union (Fawu) were in- ofan8% pay increase, demanding 10,5%. production because 700 casual workers had yesterday, with management refusing to ac-  with an independent mediator.
terdicted from entering Eariybird’s premises Prinsloo said the 8% offer was a "good  been employed to replace striking Fawu cept the union’s suggestion of a compromise Amplats spokesman Steve .na_m&nm de-
: after striking workers assauited temporary deal” considering the state of the €conomy members, Prinsloo said. settlement at 9%. ¢lined to give details of z..m revised offer, but
labourers brought in to break the strike two  and the poultry industry, which was threat- Union representatives and management Meanwhile, striking members of the Na- hoped union representatives would consuit

weeks ago. One temporary worker was ad- ened by imports. Fawu representatives were have held talks with the Commission for Con- tional Union of Mineworkers at Anglo Ameri- members and decide on the offer by today.
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The largest foreign investor in SA feels ::3:2
treated. Samsudin Abu Hassan spoke to senior
mmw_mﬁma ditor Michael Acott

XN

}chgz Abu Hassan is not a

happy man. The largest indi-

vidual foreign investor in SA,

Samsudin estimates he has
put R1bn into the country.

A Malaysian, he came here in
1994 as a multimillionaire, having
made his first $8m by the age of 28
and $500m before he was 40.

Now 43, he feels under attack, his
business reputation at risk because
of recent reports about the empire
he has built in SA and particularly
about New Republic Bank.

‘l am being slaughtered in the
streets,” he says, holding a Business
Day poster saying that the Reserve
Bank baled out NRB.

Samsudin is chair-
man of the bank and of
its controlling share-
holder, SMG Holdings.
Both he and NRB deny
emphatically that there
was any Reserve Bank
assistance, or any need
for it. The Reserve Bank
says the need to con-
done a shortfall in
NRB’s capital adequacy
ratio “never arose”.

NRBE, acquired in 19595, has been
the star performer in the SMG group,
showing a 246% increase in at-
tributable profit last year.

The claim that the Reserve Bank
had allowed NRB to exclude a R213m
loss from its capital adequacy ratio
comes in a due diligence report by
auditors KPMG. Until last year KPMG

audited most of m,.mEm:nE.m compa-
R T
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Hies .”_ did ru_._m diligence check
when he bought NRB in 1995,

The sale of NRB to Mzi Khumalo's
Mawenzi Resources for R490m was
agreed last year subject to the due
diligence investigation. Khumalo,
former chairman of industrial hold-
ing group JCI, now cites the report as
a reason for cancelling his purchase:
NRB says he is trying to drive down
the value of the bank or backing out
of a deal he found he could not af-
ford. The matter is with lawyers.

What irks Samsudin is not so
much that a deal has gone sour, but
suggestions that it is one of several
that have failed -— he bought the
stockbroking firm Math-
ison & Hollidge and
then sold it at a loss of
nearly R30m, and pulled
out of the bidding for
Aventura Resorts —
and that there could be
question marks about
other parts of his SA
empire.

For that he blames

not the due diligence re-
port, but local news-
particularly Business Day,

papers,
which have hinted at wider prob-
lems. He cites “a lack of accountabil-

ity and public responsibility”.
“These rumours are totally un-

founded,” Samsudin states, saying
that they started with negotiations
for the sale of NRB and could be the
work of his detractors.

So, is SMG Holdings in trouble? Is
Samrand — the huge property com-
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Samsudin Abu Hassan.

pany with 7Q0ha for commercial and
township development in Midrand
and a casino development near Van-
derbijipark — in trouble?

No, says Samsudin firmiy.

Is there any suggestion of trouble
anywhere in his businesses? “To the
best of my knowledge, no. There is
no basis for the rumours.”

is the sale of NRB essential to the
financial well-being of the rest of the
SMG group?

“No. We decided to sell it. Stra-
tegically it is not right to have gam-

%
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ing and banking (in the same muchu
it is not that wehave to sell it.”
He readily admits that there will

be a need for cash to continue de--

velopment of the Emerald casino
and leisure resort. The casino Ii-
cence — which Samsudin describes
as a bonus, as it was not part of the
planning when the Vaal River prop-
erty was bought — brings with it de-
velopment commitments.

“We have invested about R160m,
together with our joint venture part-
ners, for infrastructure and tempo-
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rary casinos, and there will be a fur-
ther capital requirement of R550m
over the next three tofive years.

“The casino opened on December
1 last year and is doing well above
expectations.”

Samsudin is a London-qualified
chartered accountant. His record, as
he describes it, is of a turnaround
specialist: buying small or ailing
companies, injecting capital and new
management and showing large prof-
its within a short period.

His first investinents here were

Despite setbacks, E:E:E:E:m:.m w_mzm to stay

just before the 1994 election which
brought the African National
Congress to power, when many busi-
nessmen were uncertain about SA’s
future. He was accompanied by a
bodyguard, which surprised some
South Africans at the time, but is
mOore COMMON NOw.

He spent R45m on the Midrand
property which became Samrand,
and invested R380m to buy nearly
30% of Christo Wiese’s Boland Bank.
He sold the stake back to Wiese (“I
made a clear R180m profit on that™)
to concentrate on NRB.

*We had a good relationship and
parted on good terms,” Wiese says.
“I don’t know where the fault lies in

his dispute with Mawenzi Re-

sources, but | am saddened by his
statement that he is disappointed at

‘some business ethics in SA. This

country does not want a high-profile
individual investor like Samsudin
projecting an attitude that SAsnot a
good place in which to do business.”
Paul Bamard of Barnard, Jacobs

.Em:mr which bought Mathison &

Hollidge from Samsudin, says he
found Samsudin “prudent and fair”
in his business dealings.

Samsudin says his remaining
Malaysian investments are worth
$200m. Despite new Malaysian ex-
change control restrictions, he
transferred $10m to SA last year and
sees “no preblem” in moving more
money here if necessary.,

He married a former SA model,
Melleney, iIn November 1994 and
moved here permanently in 1995.
The couple have two children and in-
tend staying, he says, despite “a few
sethacks along the way”, because he
has confidence in this country.

“I have the capital and the expe-
rience and, with most of my money
in the ground, | have to be fully com-
mitted in order to make it good.”
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By Christopher Qlgimana

LOBALISATION ts the new reli-
gion of the late 20th century
The new heaven on earth is
the capitalist system. The
new god is the market. The archangels
are the so-called market forces.

The high priests are the big and
powerful owners of capital who, with
their divine grace, are the arbiters
between the market forces and the
nations of the warld, so that the latter
may finatly find eternal peace and
gratification in this new heaven

Litke all religions, globalisation
has in its service fervent followers -
the politicians, the economists, the
joumnalists and the bureaucrats who,
like all religious fanatics, propagate
the gospel wath fervour, allowing no
critical thought,

To show their commitment to the
new gaspel, they have rechristened
capitalism the free market system

Profit fetishism has convinced the
high priests of globalisation that the
world is govermed by two equally
powerful forces of good and evil, cap-
ital and tabour.

Their profit fetishism has made
them consciously choose that capttal
(largely constituted of inanimate
objects) s good and that labour {made
up of humans} is evil
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And that, through their elected
predestination and not their toil, the
high priests will mitigate with their
god, the market, the historicat worth
and value of the supposed evil force,
labouy,

Globalisation has a cynical view of
kumanity, 1f not an utter and ven-
omous hatred of it. As a philosophical
world outlook and practice, it is the
tnumph of capitalism over commu-
fNism

Marx is dead, the Soviet Union is
dead

Capitalism is dominant and there-
fore has to consolidate s gatns on an
ternational scale, The powers that
be have organised institutions of sup-
port and clubs like the International
Monetary Fund, World Bank, World
Trade Organisation and the Pans
Club .

It is therein that the fanatics of the
new religion sojourn, to teach the
former commumsts and their fgrmer
fellow travellers n the developing
world the etiquette, manners and tules
of how to ascend to the new heaven,
the free market system.,

Like all pumls, the bom-agdin
must memorise the new litany which
they must implement wuth the fervour
and bigoiry of religious fanatics. lib-
eralisation, wholesale pnivatisation of
state assets, carte blanche relaxation

rrrrrrrr

of foreign exchange controls, free
flow of capital and investments, and
S0 0N,

Capitalism has triumphed on a
global scale and so must the frontiers
of nation-states crumble — national
economies have to be integrated nto

-ll""i'lq.—l.f (R

chlluran at an In!nnnal sattlamant near Kliptown In Jnhanneshurg
Poverty wlil spread in South Africa and elsewhere on the continent
unless there is more forelgn direct Investment In Africa.
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the celestial orbil of globalism.

But the Holy Scripures inform u
that the way to heaven is difficult an
thorny

We must enquire then from the
hagh priests, being the arbiters with
thor god, the market, what the
methodelogy is that will make the
path 1o heaven less difficult and less
thorny

Experience tells us that the fervent
and ngoroes implementation of what
thewr fanatics tell the developing
natons leads to countless deaths of
peaple because of starvation and
uncentrolled pandemics because of
the otherwise good but unregulaied
interventions of the scientific and
wechonologeeal revolution

Given that the majority of the
wreiched of the carth own nothing but
thesr labour, and given that labour is
an intmwal foree to profit fetishism
and 1he capial that our high priests so
adore, shall 1t not follow that our lugh
pricsts act contrary to the Chustian
values of adoring and preserving
huenan hife?

If that 15 pot a fair charge agrinst
thew rehigon, what 1s the practical
advice that cur high priests give to the
developing nations to escape from
thest Armageddon?

To allow the free movement of
vapital and investment flows, the tron-
tiers of nation-stales must vanish

The divestiture of state assets, lib-
eralisation and dereguelstion provide
an enabling environment for capital
and investiment flows to permeate (o
the developing world

But where does the largest volume
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This question is not dilficull to
answer — the bulk of foretgn direct
ivestment (FD1) flows among the

developed nations, while the devel-
oping nations atiract only about 30

percent of that investment

If we are here to speak of African
1994, it attracted only 1.5 percent of
FDI, with the lurger portion being
taken notably by South Afnea,
MNigena and Angola

While the African governments
believe that they have the so-called
economic fundamentals in place, one
has to ask why FDI lfows dodge Sub-
Saharan Afnica?
There are fervent fanatics of glob-

W} alisotion who have come up with the
/s philosophy  of

imvestment  called
“triagism”

This ts a mililary concept denoting
that, 1in umes of war, the hopeless
casualties must be left for dead, while
the probable survivors must be given
some limited treatment.

In tenns of vestment, those
economues that have been ¢lassified as
hopeless cases must be lelt for the
dogs. while FDI flows can be encowr-
aged o pionpsing cases like South
Africa. Egypt and Nigeria.

This nefarious approach to FPI
ows expases the high priests of glob-
ssation and their fanatics for what
they are “To hell with the poor.” they
say. Profit felishism s the ultimate
god of the high priests of globalisa-
fion,

But it 1s my belief that humanism —~
whose ulumalte goal is the alanment
of freedom, social jusuce. and an end
to social tyranny and economic
explomation - is the noble goal of the
tullwns of poor people around the
world

In Volaire's book Cusnfiede, the
itle  characler comes  actoss  an
Afocan  stave  from  Guinea in
Surinam, who cnes to him “Dogs,
monkeys, parrots, they are all a thow-
sand times less wrelched than we are

“The Dutch fetishes who con-
verted me tcll me every Sunday Lhat
we ae all the sons of Adam whites
and blacks alike.”

I< it nov true that the dogs. mon-
keys and parrots of Beverly Hills have
access to clean water, housing, med-
ical treatment, clothing and even
better sanmitation than the poor peas-
anls of Bagamoyo in Tanzama?

If we are indeed all the sons of

Adam, both black and white, shall 1t
noi follow 10 say that we are all each
other’s heeper?
{The wrtter winrhs for the Africa hade
Relotions section of the Departmant
of Trcde und Indusin, The artrcde
written i b persenad capaciy )
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MINING Arnalysts say annual forum will highlight essential changes

‘Africa needs laws
AL

Amomh SGUAZZIN

Cape Town — Governments in
Africa needed to show they
could make and enforce laws to
protect investors if the conti-
nent's vast mining industry
was to attract the money needed
to overcome low metal prices,
analysts said yesterday.

At the fourth annual
Investing in African Mining
Conference, which takes place
in Cape Town this week,
African mining ministers will
update investors on their plans
to provide tax breaks and secu-
rity of land title for investment,
as well as efforts to give foreign
companies greater leeway in
hiring and firing employees.

Analysts said these changes
were essential.

In a world of plentiful metal
supplies African countries,
which hold some of the world’s
richest deposits of minerals,
will have to relax their laws to
make their resources a compet-
itive Investment with those on
other continents..

Graham French, a gold fund
manager at M&G Investment
Management, said mining com-
panies “tend to go to Latin
America and Australia, where
there is easier land title”.

Companies generally are
scaling back production plans
because of low prices.

In the past 18 months the
Bloomberg base metals index
has fallen about 25 percent. The
price of gold, a third of which
comes from Africa, is close to
its lowest in two decades.

Yet the rewards could be
great. Africa is the biggest
source of mined gold, platinum,
chrome, manganese and vana-
ditum. It is also the site of unde-
veloped or abandoned deposits
of copper, cobalt and zinc.

- —

1H 1y gl N o -
! 1 . ||I'I|'|J|": I"l TIH'? JE?J:%E:E’ lliI
1 aun H n
0 IF

U g
. i :

=3

to

I
LT A
b

11 _JhE) a,*!{{kl-ﬁ )
AL o A
i Rl iy rqla e
. ; ._::E::E'p".'.'_ ]
N h L
4 LY

gl
1]

el Kind ﬁ:ﬁ_ii_.qu_r 5 Fh e
_.J-_ | _..]--II-_.._ 3 o L3y .r.-'l-_n'_-._'_
e ?ﬁi" et B e W iy
; F s el g
FRANIIR Byl al R s
1_;; A e !
o A B
oLl gy: [ R 1

go tec

F AT L e LA
L S 5
4} F.. Al

Ly
|
1
Lt
Ilr 1

i

HJ 3 I.!r'. ] LI '
] by
h o

\J
-

African governments, which
depend on mineral sales to
raise foreigh currency, have
been hesitant to open their min-
ing industries.

Investors have effectivelyex-
pressed dissatisfaction with
these governments’ reluctance
to alter their mining laws and
have looked elsewhere.

Barry Sergeant, an analyst
at BOE Securities, said: “There
have been a lot of promises, but
not too much has materialised.”

Suffering most from the
drop in investment are the
small exploration companies
that have in the past dominated
the conference.

Capital evaporated after
claims by Canada’s Bre-X Min.
erals to have discovered a
71 million-ounce gold deposit in
Indonesia proved to be a fraud,
damaging investor confidence

in mining exploration.

“Junior companies, espe-
cially in Canada, were able to
raise money on just the interest
they had in a property with po-
tential, especiaily for gold,”
Sergeant said.

“After the Bre-X story broke,
there was a total collapse.”

But not everything has
worked against African coun-
tries. The devaluation of many
currencies has lowered the cost
of African mining assets.

The rand traded at a record
low against the US dollar last
year. This could stoke investor
interest, said analysts.

However, many potential
investors are still deterred by
Africa’s political instability

The Democratic Republic of
Congo, arguably the site of the
world’s richest copper and
cobalt deposits, is embroiled in
a civil war which shows few

signs of resolution.

The normally stable Zim-
babwean economy has also
been prone to riots and strikes
during the past year, and
throughout the continent other
conflicts are flaring up, which
have hit mining output and re-
duced investor confidence.

“There are some opportuni-
ties out there for more aggres-
sive takeovers,” said Charles
Kernot, an analyst at Paribas.

The Investing in African
Mining Conference is sched-
uled to run from February 2 to
February 4.

Speakers will include execu-
tives from Anglc American,
Barrick Gold, Anglogold and
Placer Dome.

Representatives of a num-
ber of global investinent banks,
including Paribas Capital Mar-
kets, Barclays Capital Group
and SBC Warburg, will also
attend. — Bloomberg
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Death of Daewoo boss
won't stop investments

(G

South Korean trade officials brush off fears of pullout

By HyEwoox CHEONG

+++++++++++++++++

eports on the killing of
R Daewoo Motors SA pres-
ident Yong-koo Kwon in
Sandton will not scare aw
current or future investments
in South Africa, South Korean
companies say.
Trade officials brushed o

did in this case. Kwon'’s death
gained a lot of publicity as he
was the president of Daewoo
Motors SA,” Kim said.
Daewoo was the largest
Korean investor in SA with
our regional headquarters and
ore than 200 workers in
places such as Johannesburg

Wand Sandton. The company had

poured $127-million (R760-mil-
jon) into SA since establishing

reports of a possible pullout of its first satellite office in 1986.

South Korean businesses, say-
ing no company had ever
“packed up and fled” over the
death of a company official.
Korea Trade-Investment
Promotion Agency spokes-
person Kim Nak-kun said: “In-
cidents like this don’t happen
very often. Even if someone got
killed, it usually does not draw
as much media attention as it

Daewoo Corporation spokes-

\ person Kim Byung-chul said:

“President Kwon’s death is a
tragedy, but there will not be
any changes in our operations
in South Africa.”

However, many Koreans still
perceived SA as a race-torn
nation. There were concerns,
too, over the crime wave.

Meanwhile, Gauteng police

spokesperson Andy Pieke said
police were making some
progress, but an arrest was not
iImminent. Investigations were
still at a sensitive stage, he said.

Kwon was found dead last
week, shot once in the head, in
the driveway of the Korean
guesthouse he was staying at in
Morningside Manor. Investi-
gating officer Inspector Fanie
van der Wat said the murder
was either a botched hijacking
Or an assassination.

Police had been inundated
with calls after the offer of a
reward of up to R250000 for
information leading to the ar-
rest of Kwon’s killer or killers.

Anyone who has any infor-
mation that can help the police
can phone Van der Wat on 083-
490-0086 or Superintendent
Hein Kalp on 082-809-1687.
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SA's largest forei gn investor.
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Is still by far

IS investment ip the SA private Sector last
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these imports are bl
estimated 10 000 jobs a year in SA.

On the other hand, as SA’s Primary trading
partner, the US cap have an effect on the
strength of the €conomy.

US Companies are believed tg pProvide
86 000 jobs i SA and increased investment js
urgently required o “hsure more jobg ang
More foreign Currency.

By signing the TIFA agreement, SA wilj ap-

likely to move towards accepting 3 free.
trade relationship, hoping that the benefits
will outweigh the disedvanteges.

The new figures on foreign investment jn SA

lnveetmente in distributien and retaii facil-

ities fell by 81 to $57

four-year jow.

Meanwhile, Investment ip
tions rebounded to 1996 levels
mostly in the business
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US-SA commission tackles nmw@ e

Special training courses to be held in the US for SA law enforcement agencies to teach

Wyndham m._m:_mms.
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CAPE TOWN — The US-SA binational com-
mission ended its sixth session yesterday by
concluding two key agreements on the
creation of permanent structures to address
crime in SA and to promote trade and
investment.

Deputy President Thabo Mbeki and U3
Vice-President Al Gore co-chaired a plenary
session which received various repotts from

NATIONAL

the nine committees which make up the
commission, including one on a deal struck
between US attorney-general Janet Reno and
Justice Minister Duilah Omar to establish a
permanent anticrime co-operation commit-
tee. The committee will begin its work al-
most immediately.

The benefits of the agreement should be
felt quickly as the training and technical as-
sistance promised by the US are fed into the
office of National Director of Prosecutions

Bulelani Ngcuka.

There will also be special training cours-
es in the US for SA law enforcement agencies.
These will teach South African police officers
and prosecutors about how the US dealt with
its crime situation which was once consid-
ered to be out of control.

The trade and investment agreement,
signed by Trade and Industry Minister Alec
Erwin and US Commerce Secretary William
Daley creates a council on trade and invest-

: J
ice and prosecutors

ment that wili meet regularly to discuss
problems. High on the council’s list will be
the antidumping actions brought by the US
against a number of SA companies exporting
products to the US, particularly steel.

Gore said the agreement — which follows"

the signing of a trade and investment frame-
work deal six months ago -— would speed up
the expansion of two-way trade between the
US and SA. ¥ c

Mbeki said the US had aiso agreed to

share its expertise on AIDS with SA. He said
the successful conclusion of the session
“showed the rapid growth in the detailed re-
lationship between the two countries”.

Gore said the anticrime committee would
“give SA officials access to resources from
the FBI, the Drug Enforcement Agency, Cus-
toms, the Immigration Service and other law
enforcement agencies and is a step forvard

in crime-fighting co-operation between SA
and the US.”
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ZINTLE FILTANE

Johannesburg — Foreign direct
Investment (FDI} in South Africa
was on the increase despite in-
vestor concerns regarding labour
policy. taxation and skills short-
ages according fo a report re-
leased yesterday by Business
Map, the independent consultant.

There were also concerns
about immigration hurdles and
governance,

The report estimated an
investment of R17.2 billion last
year. This is a 9 percent increase
in rand terms but a moderate
decrease if the devaluation of the
rand is taken into account.

Investor interest in the past
three months of the year hoosted
the numbers, despite 1ast vear’s
market crisis,

H

Business Map3aid Europe re-
matned the major source of in-
vestment for South Africa, and
Malaysia occupied top position
among investing countries main-
ly because Petronas, the Malay-
sian state oil group, bought
lingen for about R4 billion. The
report said Malaysian interest in
the country had since dropped,
with some disinvestments,

[talians joined the country’s
investor list and occupied third
place on arrival. But, according
to the report, it was difficult to
determine at this stage whether
last year’s investments would
generate a pattern of Italian FDI
in South Africa. The US dropped
to fourth place from being the
lead investor

FDI was dominated by merg-
ers and acquisitions with fewer

!
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new invest S. Although ex-
pansions by foreign corporations
Increased, the activity was still
below 1996 levels.

Foreign investors in the past
year showed an interest in new
sectors such as mining and con-
struction,

Business Map said it was after
the local economy showed some
some resilience to global shock
waves and the devaluation of the
rand that the increase in FDI
occurred.

Economists believe the corpo-
rate tax reduction from 35 per-
cent to 30 percent announced in
the Budget last week would help
create a favourable FDJ environ-
ment,

Analysts said yesterday the
country now had a bigger pool
from which to draw investors,
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Foreign investment adds R770 million

KARIN SCHIMKE
POLITICAL WRITER

_ FORFEIGN direct investment in the

_ Western Cape amounted to

'R770 million from April 1997 to

| December 1998, directly creating

| 1 658 jobs.

. This represents only invest-
ments facilitated by Wesgro, and
the actual figure of foreign invest-

ment in the Western Cape is prob-
m__du:w substantially higher than
this.

These figures came to light yes-
terday when provincial Business
Promotion and Tourism MEC Hen-
nie Bester delivered his budget vote
speech in the legislature,

With the financial co-operation
of Wesgro, the Business Promotion
and Tourism department also start-

-y

ed a Cape film office to market and
develop the province as a location
for film, television and photogra-
phy production.

Bester said: “The size of this
industry, which has close linkages
with the tourism industry, should
not be underestimated. The most
recent information indicated that
expenditure by foreign film com-
panies in the Western Cape

amounted to R400m and that 55%
of foreign productions done in
South Africa came to the Western
Cape.”

Bester said Cape Town’s attrac-
tion as an international business
location was expected to lead to
further inflows of investments and
had generated interest among
entrepreneuss. :

Foreign tourists also trekked to

the Western Cape in droves, and in
January this year Cape Town Inter-
national Airport recorded its high-
est-ever (48 350) arrival of foreign
visitors.

Bester said the V&A Waterfront
had reported its best month ever in
December last year,

Local tourism, howeveér, was
not doing as well, and Bester attrib-
uted this to the E?ﬁﬂﬁw&mﬁma
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interest rates last year left Sou

the trough of a deep Hmnmmaa%. m E:&R Hmmmwm‘ with residen-

Africans with less money in their
pockets. . *
 Besterreported-some bad news,
saying that retail turnover and
clothing sales were down and
durable consumer goods like furni-
ture, household equipment and car
sales faced drastic declines.
“Similarly, the construction
sector may only just have reached

Even our biggest-ever provincial
~mega-project (Saldanha Steel,
with R7 biilion investment just
about to be completed) faces
extraordinary challenges in the
light of a ‘bottomless’ world mar-
ket for steel.”
On the other hand, mega-pro-
jects like Century City and the casi-
nos would help to counter the con-

tial and office construction also
expected to turn around.

Bester said: “The message ema-
nating from all these trends for
the Western Cape government
and business community is loud
and clear: Notwithstanding a wide
range of serious cyclical and struc-
tural obstacles, the preconditions
for faster growth are there.”

-plus to
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DROPPING OFF

Investors shun South Africa for Asia

PeTEr GALL

h -,'|:

Foreign nvestors at present are
betting that Asia will be the top
emerging market performer this
year, and are ~ for the moment
— actively Increasing thelr in-
vestients in the region Unfor-
tunately, South Afilca 18 one of
the casualties, all but dropping
off thelr list of favourite emerg-
ing markets :

The economic recoveries
under way in several of the
Aslan economies and anticipat-
ed huge restructuring benefits
are buoying global tnvestor sen-
timent in the reglon. That is a
major turnaround from last
year, when investors fled follow-
ing the Aslan currency crisis.
Indonesia was particularly hard
hit, with its stock market plum-
meting more than 90 percent
last year from its 1997 high.

South Africa, in contrast, is
experiencing an economlc
recession. The rand is volatile
and is expected to weaken
sharply again this vear, and in-
creased political rhetoric ahead
of the elections and concerns
about the government's ability
to meet 1ts macro-economic
forecasts are not helping in-
vestor séntiment.

Last month's global fund
manager survey by US broker-
age Merrill Lynch s a case in
point. More than half the in-
vestors canvassed satd Asia was
their favourite emerging market
over the next 12 months. In con-
trast, not one of the Japanese,
American or European fund
managers canvassed described
South Africa as thelr favourlie
emerging market over the next
year, while only 3 percent of
British fund managers gave it
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the thumbs up (down from 9 per-
cent in December).

And, to make matters worse,
just 30 percent of South African
fung managers preferred thelr
own market — down from De-
cember’s 41 percent._

Some 52 percent of South
African managers felt Asia was
the best bet, while 51 parcent of
US fund managers, 69 percent of
Japanese managers, 69 percent
of European managers and
63 percent of British manapgers
gave Asia the thumbs up.

Global investors say there is
huge value to be found in those
Asian companies which will
beneftt from restructuring. Mer-

WAKE UP CALL This sleepy Tokyo trader may p
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rill Lynch favours restructuring
plays in Asia, even though 1t is
somewhat wary of the region as
a whole in the short term.

The brokerage, which was
bullish towards the region last
year and accordingly increased
its wetghtings, is now some-
what more cautious on expecta-
tions that some Asian curren-

~ cies could come under pressure
this vear.

Geoff Bahrenburg, a global
investment strategist at Merrill
in New York, says it was over-
weight in both Thailand and
South Korea earlier this vear,

‘but has subsequently reduced
its exposure to Thailand in

refer Asinn investment to South African

PHOTO AP

favour of Israel.

“The Asian markets are bot-
toming, but we are not expecting
rapid, strong growth there

Merrill has also reduced its
holdings of Japanese techno-
logy stocks, but has raised bank-
ing shares to overweight on the
expected restructuring in the
sector, he adds

Gary Greenberg, the chief
international investment officer
for New York—hased Van Eck
Associates, says its unit trusis
are Investing in Asia and are
moving towards an overweight
position in the region.

"Most investors have already
factored the economic recover-

their valuations, and the focus 1s
now clearly on corporate re-
structuring,” he says,

“US experience has shown
that corporate profitability rises
enormously when companies
restructure successfully, and we
are buying those shares in Asia,
like Housing and Commercial
Bank in Korea,” he says.

Indian software shares are
also currently attractive, with
many companies offering poten-
tial earnings growth of more
than 100 percent as they pain
huge amounts of business in
Europe and America.

"Blectronic groups like
Satyam Computer Services and
Infosys Technologies, which is
sét to become the first Indian
company with an American De-
pository Receipt listing this
month, offer value at their cur-
rent levels. So does education
group Nijit, which has computer
schools throughout India and in
Asla,” he says.

Chicago—based Wanger
Asset Management, which has
$200 million invested in Asia, 13
also positive about emerging
Asia. It is still investing in Hong
Kong, Singapore and Taiwan,
but shylng away from Indonesia.

While most global unit trusts
have a small percentage of their
portfolio invested in South
Africa, there is unlikely to be
any radical shift in this alloca.
tion until there is a recovery in
commodity prices and after the
general elections.

Unttl then, the country
appears relegated to the back-
burner while Asia basks in the
limelight of renewed foreign
investment flows. -~ San
Francisco
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Are ‘big

7
South Africa’s giant companies are EWE:% to Britain, and no matter what reaso

boys’ b
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the directors give, the man in

the sireet reckons it is a late-Nineties version of the often derided chicken-run, reports Jon Ashworth in Londor

uring the apartheid
years, London was big
on Marxist exiles and

light on homegrown
South African delights such as
Outspan oranges and Castle
lager: Few would admit to hgli-
daying in South Africa and no
one supported the Springboks.
How times change. Today,
the freedom fighters have gone
home, Londoners can’t move
for South African labels and
Cape Town has become the des-
tination of choice. South
African household names sich
as Anglo Amertcan and South
African Breweries (SAB) have
started springing up on the
London Steck Exchange.
For the estimated 300 000 to
400000 South Africans living

and working 1n called the
Britain, this “ h “chicken run”,
makes for a cu- In the final

Fious sense of
deja vu. SAB,

Informed Afakaner ruby

GRAPHIC. JASON ASKEW

Africa, technieally an emerging
market. Such is the dominance
of the companies involved that
dan entire chunk of South
Africa at a stroke 15 being relo-
cated to London.

The feeling among “ordi-
nary” South Africans, white St
and black, is that the “big boys" RGO R R By s 2
are baihing out. As one Johan- [EF¥EE ¥ DVSREEY (g ro, = R
neshurg banker put it: “The [EEra8 ) A %
economy has not been good in
the last 12 to 18 months.™

The man in the street is say-
ing: “These guys are off to Lon-
don and we are stuck here.
Among reasonably well-in-
formed professionals. there is
definitely a perception these
companies are getting out.”

This, then, 1s a late-Nineties
version of what used to be

which brews

Castle lager, 15 - Professiomals vhite

South
Africans who

lealing shares, following a lead

ment to hand back the colony to

the latest in a i ) emigrated

e of big Delieve that were branded

South African cowards for

blue chip naines .H—.-@mm .—..m-.—..-m..- flitting the

to seek a pri- & CoOp.

mary listing in are ﬂ-h-.—..ﬂ-.-u With a se-

London, Angio uw lective loosen- :

American ing of foreign o

makes its Lon- exchange con- .

don debut in May and Old Mu-  trols, it was inevitable that An. -

tud, the Cape Town-based in-  glo and its bedfeliows would go -

surahce group, could follow in  in search of new sources of m*_

Jude, pending approval from capital. Some see parallels with ¥ : r '

mefnbers, who vote on demuty- Hong Kong, from where Jar- ,,J.f.:..m Y

alidation recently dine Matheson moved its dom;- AP _
Ml three are expected towin ~ cyle to Bermuda mn 1984, the B

a phee in the FTSE 100 index of year Britamn signed its agree- -1

setiby Gencor the mining
grolp, which spun off its base
medls interests mto Billiton in
July1997. Billiton arrived with
a bhg, but has since seen its
S 5 slide on weak meta]
prigs, proving that member-
shijof the FTSE 100 does not
tee success.,

e predominance of
trader funds ensures demand
for ITSE 100 shares, but some
Britsh fund managers are less

| thrifled about this en.
ﬂn exposure to South

"have a stock market that is

r
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-
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China. The listings of Jardine
group companies were shifted
to Singapore in 1995,

The moves were greefed
With anger i Beijing In Lon-
don, South African companies

highly liquid and which gives
them ready aceess tg foreign
pounds and doliars. Jan New-

.,1-al|.:.!|-l.'|;-'_‘:§- . -

man, managing director of 8CG _ 3
Hambros South Africa, said: aon
“They are gaming efficiency in g
terms of raising capita] and in- mH
ternationalising themseives.” ¥

Johannesburg has long been
dominated by bigname play-
ers, such as SAB, Anglo Am-er-
ican, Rembrandt and Gencor

Blocked from investing over-
seas, the big groups took stakes
in each other, making for a no-
tortously iliquid stock markst,
This is changing as companies
unbundle themselves but not
fast enough for some.

Gencor embarked on just
such an unbundling exercise in
the early 1990s, hiving off in-
terests ncluding Engen (the
former Mobil o1l in South
Africa) and Sappi, the paper
group. SAB is seeking to do the
same, but remams typieally
South African in its diverse
spread of hoildmngs.

Money from all those Castle
cans has been channelled into
soft drinks, hotels and gaming
and shopping centres. SAB
owns Southiern Sun, the hotels
group built up by Sol Kerzner,
the Sun City pioneer Southern
Sun holds the local Holiday Inn
franchise, has a 50% stake m a
casino operator, and owns
nearly 20% of Edgars, a de-
partment store group. Graham
Mackay, SAB's group chief ex-
ecutive, is sensitive to charges
that the company has deserted
South Africa

“We would have languished
in South Africa and lost our
growth prospects,” he said.

“There will be a lot of deals
in the industry and we either
have to take part or be a spec-
tator.” Angio American is
merging with Minoreo, its Lux-
embourg-registered cousin, to
create a £6-billion (R60-billion)
entity, Anglo American plc.

Known for its gold, dia-
monds, platinam and coal, An-
glo represents a broad cross-
section of South African life.

Its interests span forestry
(Mondi), car assembly (Sam-
cor), sugar (Tongaat-Hulett),
construction (LTA), financial
services (FirstRand), explo-
sives (AECI) and wine estates
{Vergelegen).

These art all household
names in South Africa. - The
Times, London

L



Lonely planet seeks
~worldly partners

Mixed messages about SA’s attractiveness
as an mvestment destination are becoming

commonp]la

one of the more attractive
emerging market investments,
but it needs to knuckle down to
earn the respect of foreign investors,
analysts said this week.

Inability to grow the economy, the
slow rate of privatisation and labour
inflexibility remain among the most sig-
nificant stumbling blocks. SA keeps on
getting mixed messages about its at-
tractiveness for investment.

Last month Standard & Poor’s reaf-
firmed its rating of SA as one notch be-
low investment grade. SA has already
achieved an investment grade rating
from Moody's and Duff & Phelps, but
S&P is considered more influential.

SA is near bottom on the World Com-
petitiveness report, and recently at
Davos it was ranked below countries
like Botswana, Namibia, Mauritius and
Morocco on the World Economic Fo-
rum’s Africa Competitiveness report.

Just two weeks ago, a survey by Lon-
don-based risk assessment research
group Merchant International Group
named SA as the 14th riskiest country
for business, based on factors like or-
ganised crime, corruption and extreme
political groupings.

However, Econometrix  senior
economist Michiel Bester says: “These
analyses look at a number of indicators
which are important and useful but
they overstate the negativity. Our eco-
nomic policies are more sound than
most emerging markets, and we have
adopted these policies voluntarily.”

He says SA’s ratings can be consid-
ered excellent since last year was a bad
year for emerging markets.

Bester says there may be reticence in
terms of investment because SA is fac-
ing an election, and there could be fear
of an ANC two-thirds majority. “The
other key hindrance to investment is
the disappointing pace of privatisation,
but after the election government will
be in a greater hurry to privatise.”

ce, writes MARCIA KLEIN
CW-I—E”Q STPT ) o8 [?:
A IS an the verge of becomi

TheMower tax rate, onjervative fi-
nancial policies, declining interest
rates, reduction of tariff protection and
lack of price controls make SA increas-
ingly attractive.

Bester says one problem is turmoil in
neighbouring countries. “We are'in a
region which does not have a good im-
age for political stability,” he says.

But a much bigger obstacle is labour
legislation. “Countries with inflexible
labour markets have lower GDP growth
rates,” says Bester, adding that there is
also a correlation between lower inter-
est rates and higher ratings.

“By next year we should get an in-
vestment grade rating and this will see
more money coming in. Ratings are im-
portant in terms of portfolic invest-
ments, but foreign direct investment is
a much longer road. You have to earn
the respect of foreign investors,” he
says. “Given the high degree of scep-
ticism overseas, they were surprised
by the political miracle but the econom-
ic miracle has not followed.” -

Murray Stewart, of the Deutsche Mor-
gan Grenfell SA desk in London, says
international investors are reasonably
encouraged about investing in SA. “Net
buying of SA equities continues to be
positive, as do fixed investment flows.
We continue to see money come into
SA, although it does not necessarily
have the safe haven status of just over
a year ago.”

Anthony Ginsberg, the new MD of
Gensec Unit Trusts, says in his recently
released book, SA’s Future — From Cri-
sis to Prosperify, that the honeymoon is
over. He lists about 30 countries with
ministries focusing specifically on at-
tracting investment. SA only has the fi-
nance and trade & industry ministries,
which have other priorities.

He believes SA should consider free
trade zones and tax incentives which
have successfully attracted investment
to countries like Mauritius, Taiwan,
Botswana and Mauritius.
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Industrial relations ‘key to

FrRANK NXUMALO

Johannesburg — There was not
enough investment in South
Africa to create jobs, Humphrey
Khoza, the president of the South
African Chamber of Business
told the the Federation of Unions
of South Africa last week.

Khoza referred to a recent
International Labour Organisa-
tion study that said South Africa
invested 17 percent of gross do-

mestic product (GDP), against the
22 percent required to achieve
3 percent growth.

He said the decision whether
or not to invest was based on a
number of things, including the
crime rate, the availability of
skilled labour and good manage-
ment, labour market regulation,
the state of industrial relations
and confidence in policy mainte-
nance and predictability.

Industrial relations had to be

SRR

looked at on three levels. Nation-
ally, though collective bargaining
was rare, national negotiations
and consultation on many matters
had become important with the
advent of tripartism and Nedlac,
though Nedlac’s role could get
more limited.

Second was the sectoral level,
which he divided into the un-
organised sector, with little contact
between business and labour, and
the organised sector, which had

gi‘ . el
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Tl 199G

bargaining councils and mn._.hd. ‘

“It is at the sectoral level that
many employers have a serious
problem with the thrust of the
new Labour Relations Act,” he
said. “This act unashamedly pro-
motes centralised collective bar-
gaining as the preferred means of
settling wages and conditions of
service. We believe this one-size-
fits-all approach to be inappropri-
ate for South Africa.

“Although a statutory duty to

- e g A Ew—— W R

attractine more investment’
B)

e

bargain was not made part of our
law, the structure of the legisla-
tion and the rights granted to
trade unions brings us very close
to a de facto duty to bargain.”
Third was the shop floor. This
level was very important for
small business, which employs
45 percent of the country’s work-
ers and contributes nearly one-
third of GDP while dealing with
high interest rates, international
competition and weak demand.
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Delegation is looking but not talking

Peugeot to set up
shop again, says

comllqcﬂ report
e

Pretoria - Peugeot, the French motor
company, had taken a decision to once
again establish an assembly-manufac-
turing facility in South Africa, accord-
ing to a Greater Pretoria Metropolitan
Council report.

The facility was likely to be on a
contract-assembly basis, said the report,
which was compiled by the executive
director of metropolitan economic de-
velopment after an investment recruit-
ment visit to Europe and the UK in June
last vear:

The report said Peugeot was consid-
ering Delta Motor Corporation in the
Eastern Cape and Samcor or Nissan,

near Pretoria, as possible contract-
assembly partners. ’

“The awaited annhouncement of the
final motor industry development pro-
gramme (MIDP) will influence the

Peugeot group’s decision to re-enter the
small South African market and the

| manner of re-entry”

The report also said the Peugeot team
had visited the BMW plant in Rosslyn
and was having discussions with
Samcor,

“Samcor is quite willing to consider a
contract-assembly venture with Peugeot
but is concerned that there may be
clashes in the respective product range
as well as the production volumes envis-

aged by Peugeot,”

Lewis Booth, the group managing
director of Samcor, said last week he had
met a Peugeot delegation socially and
had allowed the delegation to inspect
Samcor’s plant.

+ But Booth said there were no negoti-

contract assembly. “We continue to have
approaches from other car companies
about opportunities and look at them on
their business merits,

“But we don't expect anything to
come of this while the MIDP is still in
discussion and the economy so poor.”

Peugeot is imported and distributed
by McCarthy Motor Holdings (MMH).

Mike Lowman, the project manager
for MMH on Peugeot, said there was
nothing definite on Peugeot’s contract-
assembly plans. ~

Lowman said Peugeot was merely
involved in an exercise to look at possi-
ble long-term opportunities.

“They have had a couple of missions
out here to investigate and work out the
viability, The missions have visited
other car plants in South Africa for their
opinions and spoken to the trade and
industry department and the National
Association of Automobile Manufactur-
ers of South Africa to update themselves
regarding the MIDP

“We think they are mad and they
agree, The climate is currently not right
and there are a lot of problems in the
industry,” Lowman said.

“However, we can’t stop them looking
around and assessing the situation. It
forms part of their long-term planning
and to comment on whether it happens
or not would be pure conjecture.”

Delta Motor Corporation spokesmen
did to respond to a request for comment.
Johan Kleynhans, the director of group
affairs and communications at Nissan
South Africa, confirmed a Peugeot dele-
gation had visited Nissan’s plant but had
not entered into any negotiations.
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GOVERNMENT is to establish an advisory
council with strong international par-
ticipation to help it increase foreign di-
rect investment, says Deputy President
Thabo Mbeki.

Addressing fund managers and CEs
representing up to R1-trillion of domestic
investrment at an investment seminar in
Johannesburg yesterday, he made the an-
nouncement in a speech in which he
sought to answer private sector ques-
tions about his future administration; dis-
miss speculation on his cabinet and eco-
nomic policy, address concerns about
crime and the pace of restructuring state
enterprises; and reassure business that
the African National Congress did not
plan to amend the constitution.

Mbeki said: “Attracting foreign invest-
ment remains a matter of concern.” Al-
though levels of investment were stable,
they were not yet high enough to support
all of government’s growth, job creation
and poverty alleviation aims.

Government had been “interested and
inspired” by the idea of the advisory
body, mooted by leading international
business figures. A number of internation-
ally known private sector figures had vol-
unteered to serve on it. Details were still

being discussed and the council would be
tauri~hed after the election.

£ new mechanism would also allow
government, business and labour to “fo-
cus on high growth and labour stability”,
despite competing views on some issues.
Besides the activities of the National Eco-
nomic, Development and Labour Council,
there was a need to build on the social
partnership created between labour and
business during a recent visit to Ireland.

Mbeki said there was some concern
about the meaning of black empower-
ment. He had agreed to meet black busi-
ness soon because “we cannot have self-
enrichment which is corrupt posing as
black empowerment”, an apparent re-
sponse to the events surrounding the re-
cent departure of two Nail directors.

On economic policy, Mbeki said the
growth, employment and redistribution
strategy “remains correct and the next
government should continue to be bound
by it, including fiscal discipline and deficit
reduction”. .

However, he warned that poverty al-
leviation was critical. It was crucial that

* South Africans should “see direct benefit

from the democratic system and the eco-

nomic policies being implemented”.
Efforts to improve the performance of

the police and courts would continue. It

was clear that anticurrugnn units had to
be strengthened, he said.

Mbeki told the crowd to ignore spec-
ulation on the make-up of his future cab-
inet. Worthwhile information on the sub-
ject could be the result only of a leak “and
the only place it could have leaked from is
my head. That has not happened.”

In what could have been a hint that he
did not plan to downsize, Mbeki said sig-
nificant savings could not be achieved by
cutting ministries which employed six or
eight officials. Experience with combining
the land and agriculture portfolios after
the National Party left the national unity
government had shown that most depart-
mental officials remained in office be-
cause they were still needed. .

. Real reform was needed at local gov-
ernment level. A joint effort between gov-
ernment and the private sector was need-

to ensure local government had the

'capacity to meet pecople’s basic needs.

Reform was also needed in the pro-
vinces, but there was no intention of al-
tering “the constitutional relationship of
the provinces to national government”.

Equally, there was intent to affect “the
independence of statutory bodies such as
the Reserve Bank”.

Emerging market outlook: Page 17

Mkwanazi spells out
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TRANSPORT utility Transnet will become
a financial investment holding company
within about four years, housing a limited
number of strategic transport assets, ac-
cording to deputy MD Mafika Mkwanazi.
' This comes despite Transnet being
forced to abandon its restructuring mas-
terplan as it could not agree with govern-
ment on ways to resolve its huge pension
fund liability and operational debts.
Mkwanazi said at a Business Map
transport meeting yesterday that while it
would take four years to complete Trans-
net's transition, a number of key restruc-
turing initiatives would take place before
the end of this year. “We expect a Trans-
net announcement every month,”
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The restructuring was intended to en-
sure that Transnet units were developed
into viable stand-alone businesses.

In the year to end-March last year
Transnet posted a net profit of R278m,
compared with a loss of R170m the pre-
vious year. Business units Fast Forward
and SA Airways (SAA) recorded losses,
while Spoornet, Autonet and Portnet re-
ported reduced profitability.

Analysts believe Transnet will, ulti-
mately comprise the assets of Spoornet,
with the private sector operating much of
its freight transport business; Petronet;
some Portnet assets; and a port authonty.
., An announcement on Porinet's ‘re-
structuring is imminent and is likely to
point to the private sector running port
operations and facilities. Transnet will
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where ‘bidding for a 20% stake is under

way. The airline is likely to be floated on
the Johannesburg bourse. ‘

Government and Transnet are still

grappling with options for Spoornet. An
alysts believe private sector concessions
will be granted on fringe lines.

Mkwanazi indicated that the sale of
nonstrategic assets such as Autonet and
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Fast Forward would continue apace. A.

30% stake in fleet management company
Viamax Fleet Solutions and travel group

N
]

Connex have already been sold. A com-}

promise had been reached to deal with
problems arising from the R10bn pension
fund and medical aid liability on a case-
by-case basis. “We could not keep waiting
for consensus on every issue,” he said.




Call to cut project red tapé
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REFORM of SA’s legal and regulatory en-
vironment will need to move ahead if in-
ternational players are to invest in local
infrastructure projects, says John Barton-
Bridges, manager of private sector invest-
ments at the Development Bank of South-
ern Africa.

Barton-Bridges said yesterday there
was a big private-sector appetite for infra-
structure schemes. “However the envi-
ronment has to be right and the project
must be structured correctly if we are to
retain the interest of these key players.
There are many other attractive markets
and opportunities out there,” he said.

Barton-Bridges heads the bank’s spe-
cialised Private Sector Investments Unit,
set up to support private infrastructure
provision. These services include a range
of financial products as well as limited ad-
visory services,

Barton-Bridges says
some projects in SA had
taken longer than antici-
pated to get off the
ground, largely because of
the transition in the legis-
lative framework.

The bank has, he says,
been increasingly  in-
volved in facilitating pri-
vate sector involvement in
SA Development Commu-
nity member countries,

There is rising demand
for infrastructure such as
atfordable and reliable wa-
ter and sanitation SY5-
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roads, airports and harbour facilities,
Also, the trend towards Increased pri-
vate sector participation in infrastructure
Is gaining momentum. Many countries
have begun to implement political and
economic reforms which have encour-

aged foreign and domestic investment, |,

They are liberalising key sectors like teles
communications, transport and energy
and moving to privatise state utilities.
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Barton-Bridges says the bank does not~ '

seek to compete with private sector- ‘v

banks or other potential sources of fi-

nance. He says pricing of the bank’s fi.* -
nancial support aims to encourage pri.» -

vate co-funding; it is priced according to
risk and to cover the bank’s costs.

“Our role is complementary and cata-
Iytic. We typically do not provide more
than 25% of the total debt of equity re-
quirement of a particular project.” '
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More conservative approach may: be adopted

Investors
wary of A
b-thlrds

AR &

PeTER GALL

San Fransico - Foreign investors
were becoming increasingly anx-
10us yesterday at the prospects of
the ANC winning a two-thirds
majority in Wednesday’s general
election, with a major investment
fund warning this may have a
devastating effect on local finan-
cial markets,

Mark Mobius, the president of
the $40 billion Templeton Emersg-
ing Market Fund, said he would
fundamentally alter his invest-
ment view of the country if the
ANC won 67 percent of the vote.

Mobius, one of the most re-
spected emerging market in-
vestors, administers the $40 bil-
lion fund, one of the largest
investors in South Africa’s finan-
cial markets. It is heavily weight-
ed towards the country, at 8,5 per-
cent or about $3,4 billion.

“If the ANC gains the power
to unilaterally amend the Consti-
tution, we will adopt a very con-
servative and cautious approach
to further investment,” he said.

Alex BaeZ, a vice-president
and portfolio manager for emerg-
ing market equities at influential
global investment firm JP Mor-
gan Investment Management in
New York, said both South
African and foreign investors
were concerned about the two-
thirds majority scenario.

But he was more bullish than
Mobius, saying that while the fi-
nancial markets would take a bat-
tering, this could well be per-
ceived as a buying opportunity

“We would be surprised if the
ANC interfered with the inde-
pendence of the Reserve Bank.
Given that Tito Mboweni, the

soon-to-be gugnor of tlQBank

and Gill Marcus, a deputy gover-
nor, are senior ANC officials, you
could argue this has already
happened,” he said.

Trevor Greetham, an interna-
tional strategist for global bro-
kerage Merrill Lynch in London,
said current falling commodity
prices, which indicated contin-
ued global economic weakness,
were weighing far more on in-
vestor’'s minds than the South
African elections.

Reuters reported that the
JOSE’s benchmark all share index
ended flat yesterday after profit-
taking pruned earlier gains and
the market looked ahead to the
appointment of a new Cabinet
following the general election.

“Our market has been very
good because the elections went
well ... we have had a good run
and saw some profit-taking creep-
ing in,” said a trader:

The all share index eased
3.1 points or 0,05 percent to
6,769.3 as market heavyweight
Anglo American dived 2,36 per-
cent to R290 as it gave up recent
£ains.

The financial index, compris-
Ing banks and insurance stocks,
ended up 0,63 percent to 9488.7 on
rising hopes of an interest rate
cut after encouraging economic
data released this week.

Industrials rose 0,14 percent
10 7332.4, with fue! giant Sasol the
day’s star performer, adding
2,86 percent to R39,55 as dealers
focus on a stock they reckon is
cheap.

The influential gold index
ended 0,31 percent higher at 835.6
as bullion held at around $265,30
an ounce.




Perer Gawy

San Francisco - Nervous foreign
investors started bailing out of
South African equities last week
ahead of the finalisation of the
election results, US traders said
at the weekend.

“There was some offshore
selling on the fear that the ANC
would get a two-thirds majority
and have unfettered power,” said
a New York merchant bank trader.

Caution was reflected in the
latest JSE figures, which show
that in the four days to Thursday
foreign investors were net sellers
of R186,2 million in equities,

Investors hawk-e&

That selling came d@
significant rises in the all share
index, which surged 4,4 percent
on the week; the 5,7 percent gain
In the industrial index: and the
4,7 percent rise in the financial
index, spurred by aggressive
local buying, the trader said.

However, the all gold index
bucked the positive trend as the
downward spiral in the metal’s
price continucd. The index lost
2.3 percent on the week while the
metal fell 1,83 percent to close at
$265,35 on the New York spot mar-
ket on Friday. It slipped over $6 to
end the week at $267,20 on the
Commodities Exchange.
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A number of politfeal

analysts have pointed out that
due to the complicated procedure
of allocating seats in parliament,
the ANC would need to win closer
to 70 percent of the vote to make
any fundamental changes to the
constitution,” the trader said.
“Nevertheless, investors
remain wary and will be closely
watching who (President) Thabo
Mbeki appoints to his Cabinet
and listening to his every word
for a sign of a shift in sentiment.”
Hayden Smith, of the broker-
age Barnard, Jacobs, Mellet, out-
lined what investors wanted from
the government: a clear statement

for shift in

policy

Fb[q

at th[ c:un:tzltion would not be
altered in any way, and an
assurance that the Reserve Bank
would maintain its independence
and be allowed to continue its
policy of strict monetary and
fiscal discipline.

They wanted real moves on the
privatisation of state assets, the
addressing of current inflexible
labour legislation and a workable
strategy on crime, the largest
deterrent to capital inflows.

Smith said the government’s
Increasing intolerance of
criticism concerned foreign
investors, who felt it could take g
more aggressive populist stance.
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(Juiet tone of the elections has'sent a positiv

Business Day Reporter

LAST week's national election
which saw the African National
Congress coming within one
seat of a two-thirds majority in
the new parliament was “good
news" for the property market,
said Peter Gilmour, the CEQ of
RE/MAX. : :
Gilmour said that the cli-
mate in property markets re-
flected the relative political
stability and the election had

delivered that by returning the

ANC to power peacefully.

“In addition, incoming pres-
ident- Thabo Mbeki has com-
mitted himself to consérvative
fiscal and monetary policies, to
economic growth and job cre-
ation and that too will translate
Into a more stable property
market.” -

Gilmour predicted that in-
terest rates would decline fur-
ther, possibly by, another two
percentage points within the
next few months, enhancing
the relative home buying pow-
er of consumers. -

“Mbeki has also commitfed

himself to tougher measures
against crime, and that too is
good news for the home own-
ing public Nor are property
rights under threat as the con-
stitution provides more than
adequate checks and balances
in these and in many other re-
spects,” he said.

There had been a degree of
“fence sitting” pending the out-
come of the elections and the
weeks that follow were likely to
show increased activity due to
that “pent-up” demand.

That in turn would translate

Into hardening prices and big-
ger sales volumes.

Gilmour said RE/MAX had
experienced a 26% increase in
group sales during the first
quarter of the year to record
levels. There were early indica-
tions of that trend continuing
and picking up pace.

Demand remained greater
for existing homes as opposed
to new launches as the price
gap between old and new re-
mained relatively wide.

He said he expected securi-
ty villages to remain popular,

A

the overseas community

with most of the selling action
taking place below the
R400 000 mark. However, de-
mand for larger homes had
shown a comeback, reflecting
greater confidence in the coun-
try. Overseas buyers, who held
back pending the elections,
could resurface,

“The generally quiet tone of
the elections and the message
this sent to investors, the busi-
ness world and the overseas

~community will ensure that
this locked up potential is re-
leased,” Gilmour said.




SA markets offer goo

Pat Sidley

SA MARKETS offer better opportu-
nities “perhaps than in other parts
of the world”, finance director-
general Maria Ramos told a large
group of unit trust investors in
Midrand yesterday.

She described moves made by
government that should encour-
age investment from foreign in-
vestors as well as local business,
including ‘tax reform, exchange
controls, financial regulation and
consumer protection.

Sudden changes in exchange
controls should not be expected.
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The changes “will be boringly
more of the same slow, steady
moves” as government would con-
tinue to relax the controls gradu-
ally over a number of years.

One of the issues worrying the
unit trust industry was the limit to
the amount that could be invested
offshore and that was being
reached in several funds.

However, the gradual approach
would continue depending on
worldwide developments.

This approach had not been
widely accepted or acknowledged
in SA, although it was accepted
outside the country by entities

such he _EW:EEEE Mone-

tary Fund, which had advised gov-
ernment not to relax controls fur-
ther last year or this year. Despite
this, government had introduced
some relaxation.

Referring to {financial regula-
tion, Ramos said the country had
“by and large” a sound financial
sector. It was well-regulated and
bank supervision was world class.
“We need to keep at the cutting
edge,” she said.

The move to merge the super-
visory tasks of the Financial Ser-
vices Board and the bank over-
sight provided by the Reserve

B> G1b 149

Bank had precedents in Canada,
Australia and the UK.

Practical and process issues
were now being talked through
and one of the issues was capacity
to undertake some of the tasks.

“We do not want to spend bil-
lions of dollars baling out failed
banks,” she said.

Tax reform was an important
part of government strategy aimed
at reducing the overall tax burden.
Improved efficiencies were used in
parttoreduce tax.

On personal tax, the priority
had been to reduce the burden on
those with incomes between

BUSIN

ortunities — Ramos

R50 000 and R70 000.

Company tax had been reduced
from 35% to 30%, and Ramos be-
lieved this should contribute to at-
tracting foreign investment. Inter-
nationally, rates varied between
J0% and 38%.

Secondary tax and been re-
duced from 25% to0 12,5%

She said there was still much to
be done — some of it in the retire-
ment industry.

Ramos wanted to highlight the
level of funding (70%) in the gov-
ernment’s pension funds. Few
countries could lay claim to the
same level of funding.
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Nmt@tz?y a ebf reigh investors seeing
value in SA bonds, they're starting to

talk about buying the currency too

“we think investors should also take a
look at the rand Notwithstanding the
rand’s recent volatility, we believe that a
healthy balance of payments during the
remainder of the year will underpin a
strengthening of the currency,” says Lon-
don-based Chase Manhattan vice-presi-
dent Francis Beddington

In the current account of the balance of
- payments, (BoP) he expecls a continued
trade surplus. One reason is weak demand
for imports He also thinks a pickup in
exports of transport equipment and SA’S
free trade agreement with the European
Union will offset weak commaodity prices.

And the surplus on the trade account
should offset the deficit on the service
account, which is likely to suffer as In-
creasing payments of interest and div-
idends go to foreign investors

On the capital account of the BoP, Bed-
dington says “strong performance will lead
to continued foreign interest in the SA
bond market” — hence continued strong
portfolio inflows. Beddington 1s also op-
timistic about equifi€s.

Increased foreign borrowing by govern-
ment may aiso bring n capital. “We think
there 1s a strong possibility government
will boost its offshore borrowing in order
to reduce its need to finance its budget
deficit domestically while at the same time
boosting foreign exchange reserves ”

But SA has failed to attract enough
foreign direct investment to boost the BoP
significantly and “this trend wil} continue”

If the BoP strengthens, will the Reserve
Bank go on cutting interest rates® ¥es, but
this won't undermine the rand “because it
is insensitive to Interest rates and the
exchange rate 1s influenced by foreign
exchange flows and sentiment”.

A lower gold price and any political
developments will have only a lemporary
effect on the rand, “presenting an op-
portunity to get in at better levels”.

It raises all the same questions as the
foreign enthusiasm about SA as a “safe
haven” at the beginning of last year. Is this
good mews, or just another speculative
disaster waiting to happen? N
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SA the place
to invest in,
fﬂamos says

ALIDEDA o:s J J
Sou I‘ICJIS g0 éito

invest in right now, though South
African’s don't always realise it,
Maria Ramos, the Director-General
of Finance, says.

After addressing this week’s
Association of Unit Trusts confer-
ence, Ramos said the foundations
had been laid for sustainable eco-
nomic growih over the next few
years. The economy can comfort-
ably grow at three percent a year
without bumping up against the
constraints of the past, she says.

Pointing out that South Africa’s
two most recent bond issues were
snapped up by foreign investors,
Ramos says International
investors are spotting opportuni-
ties here which South Africans
should seize.

“We should be the first to take
advantage of these opportunities.
We should overcome our own scep-
ticism, look for opportunltles and
grab them.”

Huge progress has been made in
fiscal reform, she says: the budget
deficit has been slashed; more effi-
cient tax collection has made
income tax cuts possible; output-
based budgeting has been intro-
duced to ensure that services are
delivered efficiently; and a new

debt management strategy has
been adopted by government.

Productivity, which fell in the
1970s and 1980s, has been growing
at 2,3 percent a year since 1994,

“These are structural reforms
which will bring benefits for a long
time.”




Ministers target
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i CAPETOWN -— Government .fbas embarked on a multi-
pronged strategy to create a favourable climate for
“invéstment, government ministers said yesterday.

i, Corporate tax rates will be reduced, labour market
rigidities addressed and an International Investment
» Council, announced by President Thabo Mbeki in his
- opening speech in Parliament last week, will meet for

the first time in September.

One of the top international businessmen who,will
be invited to sit on the council, which will have be-
tween 10 and 12 members, will be DaimlerBenz chief
Jurgen Schremp. Others will be drawn from Africa,
Asia, the Indian subcontinent, the US and Europe and
will help to assess SA’s industrial programmes and
strategies, appropriate markets and ways of attracting
investment. | "

Regarding incentives for foreign investors, Trade
and Industry Minister Alec Erwin sald government was
committed to a reduction and stabilisation of corpo-
rate tax rates as the best way to achievée this. However,
discussions were under way about the need to create
incentives for certain types of internationally compet-
itive investments. ) |

“Our broad approach is not to introduce a whole
range of incentives but to reduce taxes and create a
favourable environment for investment and then work
through more carefully planned projects,” Erwin said.

Talks were also under way with the banking sector
to overcome the serious structural obstacles to the
inadequate financing of this sector, which should be
treated on a venture capital basis with funds specif-
ically set aside for it.

Erwin called for a “breakthrough” in this regard.

Regarding the revised Gross Domestic Product

' (GDP) figures which resulted from the change in the
base year to 1995, Finance Minister Trevor Manuel

' said this would have a profound impact on the

macroeconomic ratios used by government,

Last year’s figure for the deficit before borrowing
would be 2,9% instead of 3,3%, tax to GDP 24,5% in-
stead of 28%, the expenditure to GDP 27,3% instead
31,3%, debt to GDP 47,4% instead of 55,6%, the current
account deficit at 1,6% as opposed to 2,2% and savings
to GDP 13,5% instead 0f 16,3%.

Manuel stressed that new models were being cre-
ated for next year's budget but the improved ratios
would not necessarily mean more money to spend as
the focus should be on the quality of expenditure.
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Wait-and-see attitude amon

Donna Block

sl resident-elect Thabo Mbeki is frequent-
'_w quoted saying. “It’s time to get to

work,” and foreign investors are Keen to
see he if keeps his word.

Most economists and Africa watchers agree
that direct foreign investment — investment
InTesident enterprises — will stay on the side-
lines as investors take a wait-and-see attitude
before making any new commitments in South
Africa.

The head of one New York investment firm
commented: “It’s not as if we didn’t know who
the new president would be, but Cabinet ap-
pointrments are unclear and implementation of
mnasm.ﬁwn policy will be critical.”

The appointment of the new Cabinet is of
major concern to foreign investors, especially
that of the minister of finance. They are also
looking closely at the appointments for safety
and security, education and labour

m+Cr w~10[blag

Foreign direct investment (FDI) is impor-
tant to South Africa because it is one of the
major forces that can drive economic growth
In the country and the continent. FDI brings in
equity financing, which helps increase pro-
duction and growth, increases employment op-
portunities, and brings in new and innovative
management techniques, technology and skills.

According to FBC Fidelity Investment
Bank'’s Economic Perspectives, FDI also gener-

ates “spillover benefits such as stimulation of

competition, higher-quality standards, higher
productivity and wages”,

Unlike the “hot money” that flows in and out
of the stock and bond markets from foreign spec-
tlators, FDI has been slower in making its way in-
to the country Reserve Bank Governor Chris
Stals noted at a recent briefing that little of the

“money that has flowed into the country in the

past five years made it into “bricks and mortar”.
There are major concerns that are keeping these
investors out — crime, corruption, high real in-

g foreign investors

)

terest rates anunwieldy tax structure.

Mike Schussler; an economist at FBC Fidelity,;
said that in addition to these factors, privatisa-
tion was taking longer than expected and South
Africa’s savings rate is one of the lowest in the
world.

The possibility that the African National Con-
gress will achieve a two-thirds majority has also
caused some anxiety among foreign investors.
Mbeki has been working diligently to allay these
fears. He has made it clear that attracting foreign
investment is a priority and stressed that the
ANC had no plans to use a two-thirds majority
to alter the Constitution or to limit the indepen-
dence of the Reserve Bank.

Though many investors are exercising cau-
tion, confidence that the Mbeki administra-
tion will address the concerns of foreign in-
vestors is high. The proposed establishment
of an advisory council on foreign investment,
which would include international business-
people to help stimulate capital inflows, has

added to investor confidence.

Foreign investors have been pleasantly sur-
prised by the government’s determination to
fight inflation and adopt a conservative approach
to spending, and the political stability of the last
five years is definitely a plus.

However, speculators — who were the undis-
puted winners during last yvear’s rand crisis —
continue to Kindle suspicions that the ANC will
do away with conservative spending controls
and embark on state-sponsored expansion to
11{t growth and create jobs.

Because South Africa is a capital-poor coun-
try, 1t gives us littie choice but to remain de-
pendent on foreign capital inflows to fulfil in-
vestment needs. The other choice is to institute
policies that will raise the level of domestic
savings, or the country will have to live with
poor economic growth rates.

John Clemmow, head of African research for
Investec Securities in London, said: “Foreign
investment will wait until there are clear signs
of growth in the economy This will require a
change in domestic policy settings away from
thosedesigned to appease forex traders and to-
wards those more attuned to the needs of the
general public. I fully expect this to happen.”




AUDE DASNOIS AND ARGUS CORRESPONDENTS

R11,25 yOu op'ted {0 sel

Old Mutual shares made a strong
debut today, trading at R13 within
minutes of their listing and touching
R13,05 just before noon.

' By midday about 30 million Old Mutual
shares had changed hands in hectic trading
on five stock exchanges in Africa and the
United Kingdom.

The London Stock Exchange opened 30
minutes earlier than normal to synchro-
nise with the Johannesburg Stock
Exchange for the listing of 830 million
shares.

The shares were offered on the market
at R11,25 each.

“Weare offto a very encouraging start,”
sald Old Mutual chairman Mike Levett in
London. “We are starting life as the quoted
company with the largest share register of
dily company in Africa and one of the
largest in the United Kingdom.”

Shareholders’ Association chairman
David Sylvester said the sharp rise in the
trading price was a vote of confidence in
South Africa.

“This has proved wrong all those who
said that Old Mutual’s base in South Africa

would hold down the price of the share on
international markets.”

Old Mutual spokesman Gareth David
said there was great interest at the start of
trading in London, where the pre-listing
offer price was 120p.

The three other stock exchanges on
which the giant company listed are
Malawi, Zimbabwe and Namibia.

Significant volumes were traded on all
the exchanges in the first half-hour and
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analysts predicted the shares would trade
well throughout the day.

If you are one of the million sharehold-
ers who sold before listing, you will proba-
bly be at least R3 375 richer by July 20,
when you should have received your
cheque.

Shareholders who sold before today will
be paid R11,25 a share. Each Old Mutual
policyholder was allocated a minimum of
200 shares. Most policyholders were given
at least 300, which will bring them each
R3 375 if they decided to sell before the list-
ing. About 10% received fewer than 300.

Analysts say the approximately R10-bil-
lion shareholders are expected to be paid
out will boost the economy an‘d possibly

To page 3

time through the Old Mutual Share

A9

When Sanlam, 0ld Mutual’s
rival, made its stock exchange debut
last year, money that could have

been injected into the economy was

instead used to pay off debt.
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economy would be huge.

as Old Mutual shares rocket
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Although interest rates were
much Jower now, Mr Brand said,

Whichever way shareholders

decided to use their money - either
to pay off debt or to spend - it would
be positive for the upswing, said
Tony Twine, senior economist at
Economeirix.

moneylenders to solicit the shares
and it was not in the interests of

people who still had big bond and car
repayments would use the windfall

ell through them.

olderstos
A

h
e

-

i

to pay off debt.
M You can sell your sharesatany share

Ray Brand, an analyst at Stan-

dard and Poors MMS, agreed that
Ihe impact of that money on the

{



Old Mutual
listing attracts

forei,%ners to DA

Pillary Joffe 1. |z L
AL & ]}l‘ﬂ%{} :ﬂ;‘l ﬂlﬂfﬂreign in-

vestors who bought Old Mutual shares
in its prelisting bookbuild were invest-
ing in SA for the first time, sponsoring
hroker Merrill Lynch said yesterday.

About 300 institutional investors
bought into the placing — which includ-
ed the shares raising new capital ior
0ld Mutual as well as the free shares of
policyholders who decided to sell —
and totalled more than R15bn. Most SA
international share placings would
have 25 to 30 foreign investors. ;o

“We decided early on we had {0,
break out of the emerging markets”
mould,” said Old Mutual GM Roddy
Sparks. “We pitched as a mainstream
player to mainstream players.”.

0Old Mutual's share register included
the blue chip names of the investment
industry worldwide.

UK institutions hold about 18%,
north Americans and Europeans a fur-
ther 9%, and southern African institu-
tions and individuals hold the rest.

Sources said SA was not previously
on the radar screens for many of the
foreign fund managers, especially from
the US and Europe. Merrill Lynch 5A CE
Sidney Rebe said the listing was two
years in the making. Much of that timé
was spent promoting not just an insur:
ance company but SA as a good invest-
ment, This was no easy task because
many foreign investors lost heavily in
emerging markets last year.

Ahead rof the listing Merrill Lynch,
brought to SA key European and North
American sales people, most of whomt
hadl never visited the countiry. .

Merrill Lynch's head of SA invest,
ment banking, Nick Pagden, gaidthat at

120p the share price struck was closer

“"to midpoint -than the~rand,:;price Of
~R11,25 as the rand strengthened 55’%
| against sterling during the petiod.

It closed 40c up at R13,45.ygsterday
after 7.2-million shares traded:, .~

At
N

1
iy

:11" 1|"'r-1.




—_—

MNIDOT

wa

makuing possible his own reward-

e -:-._-l..rn._..-_.r.-::.-_.w. ALELLY & rrr g -

sibilities to the surrounding

HE Barnes
Johannesburg

Global perceptions are what count
Paul Mitchell

Government officials cannot ignore investors’ opinions, writes

LAST .Himmw SA was reported as
being 47th out of 59 couniries
listed in a global competitive-
ness index — down from 42nd
last year (Business Day, July 14).

SA was last in terms of labour
practices and in the bottom five
in terms of security. We edged

Columbia into bottom place on -

organised crime.

With no apparent sense of
irony, Themba Mhlongo, chief
director for industry and tech-
nology strategy at the trade and
industry department, ques-
tioned the use of people’s views
as the basis for these rankings.

To weigh this argument let us
take a hypothetical situation
from the world of business. lf
you talk to any director or CE
whose company’'s share price
has hit the skids you will hear a
fairly consistent refrain. Usually
one of two factors is blamed.

The first is outside influences
on the market as a whole such as

(745

the weak rand or emerging EU

- — —— apgrplies - L I Tl —

ket jitters. This can quickly be
discounted when the share has
fallen retative to the market.

The second explanation is

. that the market does not under-

stand the company. The perfor-
mance — past, present and fu-
ture — of the business is being
measured in the wrong way by
analysts and investors.

There is a parallel between
these two attitudes. Whose

It is the objective view of
individuals and companies, who
trade and industry officials are
hoping will invest their hard cur-
rency in this. country, that
should be of paramount impor-
tance. The competitiveness re-
port is a fairly reliable- measure
of the views of these peaple.

To <ome back to Mhiongo's
argument: surely the fact that

views should matter to the indi~ Jtings is the whole point?

viduals responsible for trade’¥

and industry in SA or those held
accountable for a company’s
share price performance?

In the latter case the direc-
tors of a company should be
worried about the share price; it
is the single best measure of how
well they are doing their jobs.
For trade and industry officials
— whose performance, it could
he argued, is measured by the
performance of “SA Ltd” — what
foreign investors think should
be of major concerg

-~
o &P

L

-
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For the director it matters
only what the market’s views of
his company are. The common
frame of mind is one of an
abdication of responsibility and
a worrying arrogance and lack of
interest in objective opinion,

Foreign investors, or stock
market analysts, are using the
things that are important to
them to measure performance. It
‘does not matter at all whether
these are the things that govern-
ment officials or directors think
should be importapt; they are by

b 20 3 G

T

- people’s views are used for rank= h

definition the only things that
count. It is up to the director to
make sure that the market
understands his business, his
plans and expectations for the
future. He owes it to his employ-
ees and his shareholders.

In the same way government
owes it to business to ensure
that the people wha judge the
attractiveness of SA — foreign
investors and managers of multi-
nationals — understand the
country.

Government officials must
make it their business to under-
stand the concerns of investors
and analysts. They must seek to
understand what it is that is
used to value this country.

Until they do, SA, just like
those poor misunderstood com-
panies, will continue to struggle
to find investment, interest and

.. funds from abroad.

_ Mitchell is a management
consultant.




than one billion rand, translating
into thousands of jobs, is heading
for the Western Cape. :
The Western Cape Investment an
Trade Promotion Agency announced
this week that investment plans were
at “an advanced stage” and heavy ma-
chinery was already piling up at the
harbour.
Wesgro chiief executive officer Peter
Pullen said; “It’s the first time ever that
‘ we've got more than R1-billion worth of
‘pipeline’ investment - it’s extremely
encouraging.

- T “We're quite cautious and we only
classify something as ‘pipeline’ if we're
pretty sure it will happen,” he said.

The investors were mainly from Eu-
rope and would target the Cape’s man-
ufacturing sector, including significant

g developments in vehicle components,
agro-processing and furniture produc-
tion. |

Pullen said the investment bonanza
was one of several positive signs in the
economy.

. Interest rates had dropped to their

" lowest level in ye d the number of
business delegafions jwas on the in-

' crease, .
. ' “The country generally is much
more optimistic across the board and
we're working much more closely with
other regions,” he said.

. Wesgro hosted 102 business delega-
tions from April 1998 to March 1999,
representing 1115 delegates. Signifi-
cantly, many of these delegations were

om,China, where there is increasing
{nterﬁst in the Cape's tourism and agri-

e sectors. There is even talk of a
R500-million Chinatown development
on a site close to the Cape Town.

Pullen said Wesgro attracted about
R730-million worth of foreign direct in-
vestment during the last financial year,
which translated into 1 483 direct jobs.
Much of the investment was in the first

~quarter of this year — a sign that eco-
 nomic activity was on the increase.

“The South East Asian economic
meltdown impacted bad- '
ly on everything. There

asya slow-down in the . o

be investment. But it ; |
like we weathered
the storm better than ex-

pected,” Pullen said.
According to Hennie .

'1 Besfer, MEC for business '
andljtourism, prospects |

FOREIGN investment worth more

rowth looked good.

He said the province
had to take advantage of
the global trend towards
a knowledge-based econ-
omy. It should also make
the most of its areas of I

“competitive advantage”
such as medical technol-
ogy and tourism.

t he warned about
igile and the lack of
skills training.

BOBBY JORDAN
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By Adrienne Roberts G(_{_ @)

ANOTHER WAY
OF RATING SA'S
RISK FAGTORS

Good, with a few bad paiches

ince 1997 the Asian crisis, and
emerging market turbulence in gen-
eral, have placed heavier emphasis
on measuring emerging matrket risk.

According to JP Morgan’s measure, dif-
ferent regions are now displaying widely
different risk patterns. Of the 25 countries
assessed, six countries’ scores deterio-
rated; five remained the same and 14
improved — SA’s among them

The bank assesses countries in terms of
seven domestic and seven external risk
factors Latin America scored about the
same for both. But in emerging Asia,
emerging Europe and Aftrica, external risks
were significantly greater.

Each factor is scored from zero to 19,
zero meaning no risk. The domestic risk
criteria are: real GDP growth; change In

tha R AR R, "o

H,;;HATING RISK:
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GDP growth rate
compared with last
year; average infla-

g:;ﬁnsk assessmenls tion for 1999-2000:
Bmg. R,mfe;% ﬁE unumin . per capita GDP, the
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Emerging Asia
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tional  Monetary
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factors were: the
extent to which the
real exchange rate
in May was over-

valued compared with the five-year av-
erage, the size of the current account
deficit; total external debt as a percentage
of GDP; external debt as a percentage of
exports, interest payments as a percentage
of exports; short-term debt and amor-
tisation as a percentage of foreign ex-
change reserves and M2 money supply as
a percentage of forex reserves.

SA scored 1 or zero for all except the
last two, in both of which it scored 10

This suggests that, to Improve its risk
ratings, SA’s priorities are to grow faster,
alleviate poverty and boost the level of its
foreign exchange reserves @&
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Investor interest is high on Mbeki’s a

| | - £ )
ttention than the African Growth and Opporfunity Act, argues Prince

There are matters needing the Emm_ama_m more urgent a
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N AN editorital in Busi-
ness Day on July 19,
President Thabo Mbeki
was urded to accept US
President Bill Clinton's mnvi-
tation to Washington next
month “with alacrity™ This
would allow hem to throw

his weight behind the
African Growth and Oppor-
tunity Act

While Mbeki's election as
president offers an opporty-
nity for reinforcing relations
between SA and the US, they
do not necessanly include
the act as a high priority

With Nelson Mandela,
there was such admration
and adoration that many
problems could be ether
swept under the rug or put
aside. President Bl Clin-
ton's visit to SA in March last
year was a good example of
that aspect of the relation-
ship: great warmth and a
frank exchange of views but
httle real accomplishment

Mbeki will hkely make his
first visit to the US as presi-
dent when he addresses the
United Nations in Septem-
ber The UN wvenue allows
him to focus on some of the
problems most important to
SA, particularly the conflicts
on the continent and debt.

Mbela comes to the sum-
mit not only as the new lead-

er of 3A but as the leader of
the Nonahgned Movement.

Now that African nations
are working foward peace
agreements in both Congo
and Sierra Leone — agree-
ments that count on exten-
sive UN peacekeeping —
Mbeki must make the case
forcefully to the UN and the
US that such investment by
the international communi-
1y 15 essentral and just. Since
the Rwanda and Somalia de-
bacies the US has not been
supportive of extensive UN
peacekesping in Africa

At a time when the US
and its North Atlantic Treaty
Organisation partners are
asking the UN to invest heav-
ily in bringing stability to
Kosovo, Mbek has a right to
demand a more forthcoming
pasition from the 'S on
African canflicts.

Mbeki wall find a more re-
ceptive ear on another of his
favourite themes: the in-
equalibbes inherent n the
globalisation process, par-
ticularfy the debt problem.
Chnton has recogmsed that
bolder moves on this 1ssue
are essenfral, Mbeki must
stress that 5A cannot suc-
ceed f nations to its north
arecollapsinguponit.

Finally, Mbeki must put
SA back on the map of

investors. SA was amazingly
absent from investors’ at-
tention at the Corporate
Counail for Africa Semmit 1n
Houston in April. SA's poll-
cies are sound, but 1t has
just been rated near bottom
on competitiveness, based
largely on labour policy

ts record on privatisa-
tion 15 rather good but crit-
ics (including the US admin-
istration) have to be made Lo
see the direction and com-
mitment behind the present
policy. Mbek needs to take
advantage of the planned In-
vestment conference in New
York and other opportuni-
ties in the US to rekindle in-
vestor interest In SA.

All these emphases are
far more important than
SA’s lobbying for the Afnica
act, now before the Senate,
as some have suggested.

Mbeki can do more for
the support of SA and the
other African countries by
stressing  the broader
themes for which he is par-
ticularly well positioned.

Z Lyman 1s Omega [nvest-,

ment Research's aqdviser
the US. He was US am-
bassador to SA and Nigeria,
and U5 assistant secretary of
state for intermational or
Darsarons
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Survey

Fred Ahwireng-Obeng

[F FHF petceptions ot local and for-
elan investors about mstitutonal
cthstacies 11 34 ure used o caude
theu problems ml dealmg swith the
state then it is olear that the looal
business environment 15 largely in-
L &l Lo attrachive iny estment
Recent research indicates that
4 haw so far lalied to mnimise in-
stitutiodial tneerea nts in its eitorts
Lo paoiiote large-scale productive

—_—
a

damns local business environme

Research finds that SA has failed to allay investor fears about institutional certainty A | oremtion

entrepreneurship to comtxat unems-
Ploviment and inequalics

he research — toecusing o -
stitulional obstacles o 8 5 devel-
opmeit — shows that the Hajoerity
af investors believe that the most
e ahstag les to hither local in-
vestment are crime and thett

This s followed by tax taws and
labour  regulations LOrruption

polittcal instabelity inflation. and
the country s satety und environ-
Jental regulahions

Uther {ess sidinficant obstacles
cited by the respondents indlude
foreign currency regulation nad-
equate nfrastructure. financing
and regulation on foretgn trade

The survey involved 80 smatl
and medmm-sized firms and was

based on a global study conducted
by the World Bank in 1997.

The survey shows that SA en-
repreneurs vigw Crime as a grave
threat to the well-being of thewr
business They also feel that the
government ts rot protecting their
person and property — leading
them to seek private means of se-
curity This increases the cost of
doing business here.

Tax rates and labour regula-
tians are cited as the second most
restraimng  government-business
interface vartables

3A corporate tax rates are high-
lighted as hetng among the highest

in the world and the three labour
laws that have been passed — the
Labour Relations Act, the Employ-
ment Equity Act and the Basic Con-
ditions of Employment Act — are
all seen as adding to the inflexiil-
ity of the labour market and the
cost of doing business in SA.

The study shows a striking sim-
tlarity between SA and the rest of
sub-Saharan Africa, with a large
percentage of entrepreneurs wor-
ried about the interface between
government and business, the
credibility of government policies,
crime and security, uncertainty
about the law-making process, the

2149

q @P& W_ judiciary aad

This finding in some ways indi-
cates the extent to which 5A de-
parts from a typical upper mddle-
income society. o

The findings have several .EE_.
cattons. Despite farreaching insti-
tutional reforms, much more 1s re-
quired if SA's transition to a demo-
cratic polity and open, liberal
econonry is to yield the widely ex-
pected post-apartheid dividends oi
rapld economic growth, high leveis
of employment and more equitable

g . .

distribubion of IRCON®= aiG weaion

Ahwireng-Obeng is professor of
economcs af the Wils Busmess

School Parkiown
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Western Cape lures Furopean investment

BUNTY WEST with the UK leading the field. “Much of the growth came in the first
METROWRITER Wesgro, which sets out to promote three months of 1999, (the last three |
economic growth in the Western Cape, onths of the financial year),” Pullen

| TRADE and investment in the Western achieved higher than ¢xpected growth in  said.
Cape is growing steadily, as shown by  investment opportunities and job cre- . “This means the levels of confidence in

- many joint ventures between European  ation, despite poor 1998 growth. the Western Cape are high and manufac-
companies and local businesses. 1ne target was R700 million worth of turing, especially in the furnituge trade, is

Commenting on the positive develop-  investments and jobs for 800 unemployed getting a boost.
ment atter the Western Cape Trade and people. “Investment in the pipeline is three to |
Investment Promotion Agency's (Wesgro) Pulien said Wesgro had exceeded these four times higher than last year.” |
annual general meeting, held on Monday, targets. The agency, which set a goal of R700m
chief executive officer Peter Pullen said Wesgro brought in investment oppor-  and 1 500 jobs for 1999:2000, will raise
emerging black business was recéiving  tunities worth 30,5m and created 1 483  these targets because of the good showing
joint vertture capital from Europe (90%)  jobs. ® A in the first three months of 1999.
. . %! J W\M‘\m m rf Zon TS
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in South Africa? This was the . gy JANETTE BENNETT
Danie Cronjé and group MD into salesmen on their road-
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WHATs it like fo do'business -1'0tf% 8 THE ECONOMY 4w L.

(3398

But the strides forwardsare - itively. “It was our first real

. enormous. Foremost was the test as a country which is part
question Absa chairman Dree ¢ w7 wevw a o «peaceful election, which took-~of the global economy,” Cronjé

care of a lot of uncertainty.

Nallie Bosman faced constant-""shows. They, sell Africa”the ™ “Last “year~ people” asked
ly during their recent” road- Southern?™African < Develop-S+what would happen after Nel-

show to US.and European mentCominunity, SAandAbsa <+son Mandela.
.shareholders, investors and —in that order. “We are part ..-who the next
‘fund managers. =~ i b+ of "Africa.and,  therefore an . be.

Now that the days of :the emerging market, andwe pay a®
apartheid siege economy haveé > premium for that, whetherwe™

gone, foreigners are welHn- | like it gr not,” Cronjé said. .. sional president, dealing with

formed about SA's fundamen- ' The  message they bring
tals. “They want to know our -- back from their fourth road-
impressions and interpreta- - show is overwhelmingly pos-
tions of what is happening — itive. ‘There are concerns,
they want insight into doing mostly about slow economic
business,” Cronjé said. growth and factors such as
The bankers essentiallyturn  crime and unemployment....

-’

fidence in Thabo Mbekl. They
‘see him as a hands-on profes-

the issues,” Bosman sald.

It was during their road--
show last year that the emerg-
_ing markets crisis sent the

rand diving and interest rates
soaring. But the way SA rode
the crisis has been viewed pos-

e said we knew _

sald. “Investors have seen we
‘can take a punch like that.”

Alse welcomed is SA’s shift

- from relying almost solely on

president would . monetary policy to steer the

.. And investors have con-.:‘economy to a mix of fiscal and

monetary policies. “In the
past, we relied too heavily on
monetary policy and it was dif-
ficult to defend that position,”

'Cronjé said. It ‘s clear the gov-

ernment’s tor 4OYK-
ing, they saia, with the fiscal

- deficit at 2.9% from 10.1% In

1993/4, and inflation at 4.9%
from almost 20% in the 1980s.




Shocks an@ivz@

surprises in
'SARB report

By Shadrack Mashalaba
| FOREIGN divect investment in South African

| assets rose to R3,7 billion in comparison with

¢ R1,6 billion in the first half of 1998,

i According to the South African Reserve |
! Bank’s (SARB) annual economic report, the |
| acquisition of foreign direct investment assets by |
$ South African entities amounted to R9,6 billion in )

t 1998 compared with R10,8 billion in 1997,

The report says the direct outward invest-

| ments were dominated by the acquisition of off-

| shore assets by South African banks during 1998, |
| The bank also reported that deficit on the cur-

rent account, which shows difference between
| exports and imported merchandise, was R11,6
| billion for the 1998 calendar year. This is in con-

trast to the surplus on the current account which
equalied 0.1 percent of gross domestic product in

the first half of 1999,

Another feature noted by the bank’s report has |
been the decline in formal-sector employment in
1 1998, which it said was the continuation of a |
§ long-term decline dating back to 1989, The report |

i said the decline in employment can be attributed §

¢ to the slowdown in world economiic activity — fol-
! lowing the disruption of international financial
| markets in 1997 and 1998.

i  Added to that was the inhibition caused by
i declining international commodity prices, espe- }

| clally gold which declined to a4 20-year low by the
 middle of 199%«,«@41&/) 2
¢ “Accumuldfed job losses from the third i

| quarter of 1989 to the end of the first quarter of §

t 1999 yeached almost 850 000 and reduced the

| number of the potential workers to a lgvel seen in
| 1979, said SARB. Eé Z Z
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ANY multina-

Over the past five years,
direct foreign nvestment
has injected well over R58-
billion 1nto SA, showing an
Increasing trend.

According to Business
Map's annual investment
review, released on Friday,
the decline can largely be
attributed to a slowdown 1n
investment into deveioping
countries as investors be-
come less secure about
emerging markets following
last year's turmoil in the
Asian markets.

The report — entitled SA
Investment 1999, the ml-
lenmium challenge — 5ays
last year's exchange rate
vplatility and uncertanty
over interest rates could al-
s0 have contributed to the
decline 1n investment.

It expresses hope of a
growing trend towards pri-
vatisation and public and
private sector partnerships
under President Thabo
Mbeki. The restructuring of
state assets has continued
to be an important contrib-
utor to aggregate invest-
ment performance with
Swissair bringing in Ri.4-
killion for the partial pr-
vatisation of SAA.

But, as Business Map
economst Karen Heese
warns in the report, one of
the major problems is that

. r.l.l..l-I-I..l'.r_l.I-I-.'..Ir E:—Hmnmﬁmﬂﬂbﬂh ? TR P L I e 2 s .q__ .. Th b Tk T AL .
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| r——— Vestments in SA are here P E—— I .
FOREIGN direct investment Alnca dunng ==} for the strategic advan- Ny it S M R e ,mﬂwﬁmﬁw, ET6
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Congress alliance flas not
yet reached consensus on
how to approach public
and private sector partner-
ships and other forms of
state restructuring.

the ruling African National |

relatively free
from competition.

In particular, oil, phar- |
maceutical and motor
companies are now begin- 8
ning to experience a tight- @
ening market as this pro-
tection falls away,

But with its global net-
work, a multinational has
the opportunity to benefit
from transfer pricing. A B
multinational can decide N
where 1n the world 1t |
wants to eamn its proflt. In
a low-tax junsdiction, it
would lower its input
costs and produce a high- |
er profit. Conversely, in a
high-tax jurisdiction, it |
would raise its input costs
and show low profits by
taking the profits else-
where in 1ts network

“The government now

stituency — the elec-

torate wants lower prices,

and this 15 resuiting in deregula-
tion,” says Nialt Carroll, head of
corporate finance at Deutsche
Morgan Grenfell.

“Multinationals are complaining
that their profits are being
squeezed, but in reality the market
is simply normalsing The market
place Is indeed becoming more
competitive, but that's what en-
gaging the global economy is all
about. Pressures often apply
equally to SA corporates.

“However, there is a slightly
popuiist overtone to some of the
government's pronouncements,
particularly in respect of the oil
and pharmaceutical companies,
where they want to be seen as
fighting to improve the lot of their

PRESSURE POINT: Niall Carroll of Deutsch
reports to a different con- Morgan Greniell says profits are under pressure chimerical.

constituency. Multinational com-
panies are relatively easy targets
to knock as they have no major
local constituency or shareholder
base,” says Carroll,

Greater competition does not

necessarily mean less profit Car-
roll cites the deregulation of the
stockbroking industry 1n 1995 Al
though greater competition ate in-
to margins, the volume of busi
ness ncreased exponentially
boosting the total profits of many
stockbroking firms.

“Profitabibity 1n SA has been un-
der enormous pressure over the
last three years. Returns on cap-
ital have halved due to the gradual
elimination of tariifs and recent re-

cesslon,” says Carroll.

products and receive - A
temational certification.

‘In addition, many mul- b~

tinationals use SA as a
sprnngboard into the Eﬂf\
of Africa, and the solld in-
frastructure and financial j=
markets here make it _5.5
able. SA has been integrat-
ed into the global network
of the motor industry and
certain models are manu-
4 factured locally for the in-
ternational market. But
3 these opportunities are
relatively few.”

In the financial services
sector, where more than
70 forelgn banks estab-
hshed operations here,

o the greatest problem has
2 been a shortage of skills.
n. Carroll says the transfer
* of skills that many boast-
ed of has been largely

e

What has been ev
more fraunght with difficul

ity is the affirmative action pro-
gramimes, witich has been charac-
terised by ballooning salary scales
and {ob hopping.

“Multinationals are relatively

diligent in therr programmes but ft
1s expensive.” says Carroll,

“SA15 one of some 200 countries

competing for foreign direct in-
vestment. This will flow to where
the environment is most benefi-
clal - where productivity is high,
tax low and labour legisiation not
antipathetic to business. In vari-

Zambia |22

Malawi {57
Nigeria |3
Cameroon 33

Cote d'Ivoire 52

Mauritius
Burkina Faso |~

Zimbabwe [
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Batswana

Namibia >

OUs DVerseas competitiveness rat-
ings surveys, SA s falling.”
Although these rating systems
are often flawed, they are taken
senously by many multinationals
considering investing in SA

South Africa [
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Y2K READINESS International group rates country ‘high risk for foreign investment’

Global agricultural firm

RENEE BONORCHIS

Johannesburg - Cargill, the
third largest global impori/ex-
port company, had refused to
trade with South Africa over
concerns that the country’s year
2000 (Y2K) status was risky, the
agriculture department said
yesterday at a meeting of Y2K
experts.

It emerged at the meeting
that the Gartner Group, an in-
ternational research institute,
had assessed South Africa as
being a high risk for foreign in-

vestments over the new year.

The country had been given a
category three rating. Category
one represents the most secure
and ready economies for Y2K.

Cargill is a US-based compa-
ny that merchandises, processes
and distributes agricultural and
other essential products and ser-
vices throughott the world.

A source from the depart-
ment said the position was criti-
cal. “The world perceptions
about South Africa are threaten-
ing the country.”

“Garfner (group) has sug-

I

gested that ... 40 percent of the
country’s infrastructure won’t
work and that 80 percent of gov-

ernment-run sys-
tems won’t work”
because of Y2k
problems, the de-
partment said.
“Cargill ... now
won’t trade with us.
I this continues, we
will have goods
ready for shipping

that will lie and rot in the'docks,
and we will not be able to bring

goods in either”

. ‘The world's
| perceptions
| about SA are

£1

o

: threatening the

tre (NYDSC), said
the centre was liais-
ing with interna-
tional bodies, 1n-
cluding Gartner, the
International Mone-
tary Fund and the
United Nations to

try to change per- -

ceptions? about

South Africa’s readiness.
A spokesman connected to

M2K, the non-profit company in-

¥

—_

T

refuses to trade with SA
ev(edilalaq

Tsietsi Maleho, the acting
chief executive of the National
Year-2000 Decision Support Cen-

> )

volved in the Y2K remediation
project for local authorities, said
the problem may be that percep-
tions were realities.

The NYDSC said the South
African embassy in Washington
and other high-level sources
would try to patch up relations
with Cargill and any other com-
panies worried about doing
business with South Alrica.

However. the centre said it

wouldsnbt publish statistics that

could facilitate a good impression
of the country’s Y2K health be-
cause they could be misleading.

-




UREIGNS direct investment {FDI) 1n South
Alnca Jropped last year, adding 10 the
overall decrease of wvestment into the
rest of the continent, according to the
latest World Investment Report of the Unted
Nations Conterence oa Frade and Development
tLnetad}

The decrease 1o South Afnca has been atmnb-
uted 0 a siow down in privansayon-related
1N esUment

Whereas 1n 1997, South Afnca received a
record 31,7 bulhon about R10.2 billion) 1n FDI.
In 1998 the figure was a mere $371-rullion
labout R2.2 hillion), placing the country seventh
en the conupent after Nigena (which was
number one) followed by Egypt, Tumsia,
Algena. Zimbabwe and Angola.

The dechne has also been atmbuted to
reduced savestment by Asian companies, espe-
crally from Mataysia, due to the economic cnisis
there

However, 1f the South Afncan figure was
exciuded trom the overall tally, the contnent
would record a “modest mcrease™, says the
report

And while Afnca has been benefiting from
an wnflow of FDI since the early 1990s, the
growth 1n mvestment 1s snft less than for other
developing regions, “leaving much of Africa's
potentisl for FDI ununlised™.

Germany, Malaysia, Switzerland, the Unitad
Kingdom, United States and Italy — mainly
because Aeroports di Roma bought a stake 1 the
Arrports Company of SA — were the mamn
sources of FDI into South Afnca

The indusines that attracted most of the
IRvesiment were in energy and oil, mining and
QUartyIng cotstruction and matertals, motor
vehicles and components and food and bever-
ages

In the Southern Afncan Development Com-
mumty (SADC) region, there had been $2,27
billion {about R13.62 billron) FDI, which was a
mere .35 percent of the world's (nflows.

While the “secunty smuaton™, 1n other
words the high cnime rate, 15 cited as a concern
for investors coming into SA, war-torn Angola,
wiuch has government-controlied o1l resources,
beat SA to the investment cake

Algera, another country wracked by
internecine violence, but which afso has o
resources, eamed more FDI than SA with $500-
rmlhon tabout R3 bellion ) flowing in there

Not surprisingly the war-tom Democratic
Repubiic of Congo earmned nothing,

And 1o South Afnca’s case, there appears 1o
be lmle or ne corretatton between a COURNLrY's
atiracineness and the amownt of investment 1t
i i by Y S

Svuth Atrwea s outed as the most attracnve
'mthe contnent, followed by Nigena and

\.ﬁw«k\\\ﬁ.\\q
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llure of Africa fades

Foreign direct investment in South Africa and the con-
tinent in general dropped last year, Sharon Chetty

looks at some of the reasons ... hﬂm__.@u O q

UN secretary general Kofi Annan.

Botswana while Zimbabwe 15 way down the
scale.

However, prospects for higher FDI into
Jouth Africa are stil! pood, particularly in man-
vfacturing, minmmg and forthcoming pnivatisa-
tion projects. predicts the report.

Regonal integranon i SADC, the conclu-
ston of trade agreements with both the European
Unton and the United States and “domestic and
poliical deveiopments” are the factors which
are expected to influence FDI irflows 1nto SA 1n
the medium to long term

And prospects for Afnica generally are good,
says the report, “as many African counmmes
appear to be a better place 10 do business than
the overall nepatrve tmage would suggest”

The existing dispanty between the devel-
oping and developed world 15 quite stark and 15
1ILCTeasIng

Despite a general stowdown 1n world eco-
nomic growth, global FDI inflows reached o
record 3644-bitlion (about R3 864 btllion) Last
year, which was an increase on the 1997 lave]

The European Umion got 35,7 percent of
that, followed by the United Siates. 20 percent,
China 7,1 percent, Brazi 4.5 perceni and
Canada 2,6 percent

Nearly all of the increase 1o FDE was con-
centrated 1 developed countrres whyle FDJ
flows 1rto deveioping couatnes as 2 aroup
declined

While the develuopming countnes of Asa had

reduced flows. Labn American and Canbbean
countrnes recorded “strong  pertormances’
according to the report And nvestment flows
mi¢ the tmnsivon economes of Central and
Eastern Europe remamed almost stable

Most of the FDI flows can be atrbuted o
cross border mergers and acquisitions

These include the merger of Batsh Petro-
leum and Amoco of the US worth $53 hillion
{R330 billion); Daimler Benz of Germany and
US Chrysler Corporanon at $41 pdlion (R246
billion), Zeneca Group of the UK and Astra AR
of Sweden worth 532 ilhion (R192 hillion ) and
Hoechst of Germany and Rbone-Poulenc of
France worth $21 bilhon (R126 billion)

Transnational Corporanens (TNCs) are at
the core of global FDI, says the report.

There are some 60 000 TNCs wiuch 1n wm
have more than half a mullion affiliates that
account for an estmated 25 percent of global
output.

The world's largest 100 transnational corpo-
rauons, when measured n terms of foreign
assets, “hold a dominant position n the 1nterna-
tonal production system™.

They now account for $4 trillion (R24 tnl-
lian} 1n total sales and hold a stock of assets n
excess of 34,2 tnllion.

General Electric 1s the world's largest TNC,
followed by the Ford Moior Company and
Royal Dutch Shell Group,

Among the tap 100 TNCs, only two are from
developing countnes: Petréleos de Venezuela
and Daewoo Corporation of the Republic of
Korea.

The report says that FD] “is now the siigle
most important source of external finance” far
deveioping countnes

It overshadows offictal aid and exceeds net
lending by internauonal banks. At the same
tume, it 15 not just about money changing hands.

FDI can compnise a package of resources
such as new technology, access to new markets.
the transfer of shills and management tech-
niques and consideration for the environment
for the country tnto which in flows,

However, govemments sull have to be cOg-
nisant As Umited Natons secretary geneml Kofi
Annan says in the preface o the report

“To promote the development of their own
COURtries, governments need to maximise the
positive contnbution that foreign direct nvest-
ment can make to development and to minimise
any negauve cffets i may have ™

“ .. __ ____ _ __“
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Attracting funds to manufacturing sector is key to future growth

0/4 )

_m IMITS -

_ v pandemic are hamstnngmg Afnca’s
ability to attract forexgn dmect 1n-
vestment (FDI), particularly into the man-
ufacturing sector
~ The conbinent needs more forergn n-
vestiment to dnve economx growth and
- development because of its low level of
Savings — which has averaged 7% of
gross domestic product {GDP) m the late
Nineties compared with the 25% average
| for Asia's developing countnes
' Though Afnca’s record in attracting FDI
| has improved i recent years, the man
attraction to investors remams its natural
| resources, such as minerals, oii and tm-
- ber Last year, Africa attracted 17% of the
| estimated US$3.5bn spent on nonferrous
minerals exploration worldwide, says the
1999 Afncan Development Report.

Though resource-based FDIs brning cap-
Ital, their benefits to developmg countnes
have been mxed, according to the World
Bank’'s [999/2000 World Pevelopment Re-
port The data does not take mto account
the wealth the country loses when re-
Sources are extracted. The extraction could
damage the envirohment, and the eco-
I nomuc growth might not be sustamable
| If Africa 15 to sustain economue growth, 1t
needs more mvestment 1n manufacturing,
- which offers new technologies, new mar-
kets and increased human capial
, The UN Conference on Trade & De-
- velopment suggests Africa should seek to
attract FDI on two fronts companies seek-
Ing relocation to areas where umt costs of

OOr infrastructure and the HIV/Aids

production are lower, and investors seek-
Ing preferential access to export markets.
Mauntius has successfully expioted
both lines of attack, with its efficient nfra-
structure, fabour productvity and pref-
€rential access {0 European (under the
Leme Convention) and US markets
Afncan countrtes shanng smilar pref-
¢renbal access to Europe under Lomé have

cause of the small size of its markels
| Speedier  integration  of regional
ecanemies would help
i One wvichm has been the Southem
Afncan Development Community (SADC)’s
clothing and texule sector, accordmng to
Johannesburg-based consultancy Business-

map “While clothing and textiles are seen
' as one fritful area as cotton production in

not reaped the same benefits because of | the region advances and OVerseas pro-
poar and expensive infrastructure such as | ducers look to locate near supples, the
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African exports to the %
US which found that
freight charges as a |

proportion of CiF
value (cost, insurance :
and freighty were §

higher by 20% on ay-
¢rage than for simular
goods from other low-income countnes

“In effect, the mternatonal fresght
Charges facing African exporters are a
significantly greater source of protection
for US producers than are the remaining
US tmport tanifs,” the ADS says

The ADB atinbutes the declme in
Alfica’s share of international trade from
5,9% 1 1980 to about 2% 1n 1998 0 a loss
of export competitiveness because of
mamnly poor and inefficient infrastructure.

Affica also remams unattractve be-
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impasse between SA and regional pro-
ducers over tanffs raises questions around
the attractiveness of the sector,” Business-
map says

The consultancy also found that the
SADC's abihty to attract value-added 1n-
dustries was constrained by the failure of
most governments to keep pace with the
j demands of competitive skills tratning,

combined with factors such as the “bram
drain” and the mmpact of HIV/ Alds.

verse 39 years of improvements i human
development for most Afncan countnes
The World Bank notes that the spread of
HIV/Aids will increase labour costs and
decrease the availability of skilled labour
The bank cites a study of several com-

showed that the mam elements of n-
aeased labour costs were absenteeism

and higher expenditure on medical and
other benefits

It took Botswana more than 30 years to
improve life expectancy from 47 years 1o

. 62 by 1990 But between 1990 and last

year, HIV/Aids had cut life expectancy by
nine-and-a-half years. according 10 the

World Bank Iabolam Stkhakhane

The HIV/Aids epidemic threatens to re-

pamies m Bolswana and Kenva which -
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Stalling over foreigners’ work permits puts multimillion-

e,

rs ‘circus’

rand investments in

FU4E)
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Department of Home Affairs s

threatening to sabotage a R30-
mtihon investment deal in the Western
Cape between South Afnica and one of
the world's leading atrlines

Lufthansa had to scupper plans to
expand its global telesales call centre
at Cape Town International Airport in
June because the department has
turned down applications for work per-
mits for several of its employees.

The move has outraged senior De-
nartment of Finance officials who have
been batthing to secure foreign invest-
ment They say the deal is one of sew-
eral muitimillion-rand investments
that are being jeopardised by Home
Affairs administrative delays,

Mimster of Trade and Industry Alec
Erwin. who was in Washington this
week, dechined to comment

However, a senior government offi-
c1al, who asked not to be named, said
the Minister had heen asked to Inter-
vene because It was feared South
Afnica was losing hundreds of millions
of rands.

The telesales centre employs 40 con-
sultants who handle overflow calls
from Lufthansa's matn call centre in
Kassel, Germany. The company had
planned to expand the centre to four
umes 1ts size, employing 160 consuj-
tants. by June 11 Sources say it may
have to pull out of the deal, which 1s
being negotiated in comunction with
Investment South Africa and the West-
ern Cape Investment and Trade Pro-
motion Agency (Wesgro).

According to documents n the pos-
session of the Sunday Times, the Home
Aftairs  Department had given
Lufthansa an assurance that work per-
mits would be processed in time,

Lufthansa was considenng “cutting
its losses™ sf the 1ssue could not be re-
solved, the documents said,

Several meetings had been held, but
the department continued to reject the

M BUREAUCRATIC “circus” it the

apphcations It claimed the applicants’ |

backgrounds and qualifications were
not suitable. It also claimed:

® The applicants’ skills and abilities
were available in South Africa:

® Lufthansa was dictating to the De-
partment, and

® German companies and churches
had a reputation of abusing the 1mmi-
gration system i South Alnca.

Wesgro's chief executive Peter
Pullen said the delays
were unnecessary and .
“probilematic”.

Lufthansa was unable
to bring n the techmcal
experts it needed, he
5aic

{1

J

[n a statement this
week, the managng di-
rector of the Luithansa
call centre, Roman Zyn-
ga, said, “During the re-
crultment stage, several
successful  candidates
were Dbased ouiside
South Africa. Work per-
mits for these candidates

. await authonsation.

“The call centre in
Cape Town (currently)
represents an invest-
ment nf more than R10-
mtilion and {it) plans to
employ more than 160
consultants by the year
200 . more than 80
percent of the staff wll
be South Afnican”

Another company,
Hong Kong-based Nove]
Industries — which has
invested more than
R100-muilion in two facto-
nes 1n Atlantis and em-
ploys more than 240 peo-
ple —s considernng scal-
ing down operations be-
cause of difficulties with
work permuts,

Novel has said 1t may
reconsider its plan to in-
vest another $3-mullion
(R18-mullion).

Numerous  requests
for comment have heen
directed 1n the past two
weeks to the Department
of Home AHairs' chief di-
rector for mugration, Dr
Patrick Matlou, and di-
rector for mgration,
Michael Tthomelang, but
none has been received.

Meanwhile, the coun-
try's top immigration
lawyers have slated the
department. They claim
1t has dismntegrated m
the wake of scandals
around former director-
general Albert Mokoena
whao has had to quit, leav-
mg a backlog of about
7 000 work permit appli-
cations and a dysfunc-
tional system

"We have a renegade
public department — no
matter what we do 1t re-
mains  unresponsive.”
said lawyer Gary Eisen
berg.

“[f a department is not
answerable to the public,
then we have a national
Crists.”

L



Investors’ attitudes

changing, say
pD iy| 10149

Finance department finds that it pays 10

FINANCE director-general Maria
Ramos says foreign investors are
still worried about crime and the
pace of privatisation, but on the
positive side, they no longer worry
about SA’s creditworthiness.

Speaking at the launch of [-Net
Bridge and MarketStream’s new fi-
nancial data receiver in Sandton on
Tuesday night, she said: “Crime Is
an issue on investors’ minds. They
want to know what steps are being
taken to deal with the problem.”

Referring to the president’s an-
nouncements on crime, Ramos
said: “The tougher measures have
been a comfort to investors.”

Regarding privatisation, Ramos
said investors had misunderstood
the processes and regulations that
needed to be put in place before
state assets such as railways could
be privatised.

Ramos said it was good news
for the SA economy that the dollar
gold price had improved, SA prime
interest rates had fallen and the
country’s inflation rate was under

control. Government had made the
right economic decisions.

She said these choices had en-
abled the SA government to reduce
its budget deficit, avoid squeezing
savings and had allowed it to keep
up social spending, especially on
the country’s poor.

Ramos also said economic de-
cisions had to be based on sound
information. The finance depart-
ment had improved the quality of
information that it makes available
to the markets and the public.

Ramos attributed the change in
investors’ perceptions to the min-
istry’s communications strategy.
“We have communicated openly,
transparently and honestly.

“During last year’s emerging
market crisis we learnt that it does
not pay not to be open. A lot of un-
certainty was reduced when the SA
Reserve Bank started to publish
forward book and foreign ex-
change reserve data on a monthly
basis,” Ramos said.

Ramos said that, in the case of

be open

s Ramos

D)

nd honest

another crisis, government would
respond in a way similar way to its
approach last year.

“SA has a strong banking sector
which is sound and well regulat-
ed,” Ramos said.

Ramos also said that SA was not
in a position where it needed to ap-
ply for a loan from the Internation-
al Monetary Fund's (IMF's) new
contingent credit line programine.

The IMF introduced the credit
line in May with the intention of of-
fering credit lines as back-up fi-
nance for countries pursuing
sound policies but threatened by
crisis contagion.

Turning to the SA Revenue
Services (SARS), Ramos said tax
collection had improved.

“If you have not submitted your
income tax form, the SARS will con-
tact you at 8pm at night, when you
are about to have supper, just to
see if you need any assistance,”
Ramos joked. “There has been a
massive improvement in this
area.” — -Net Bridge.




'keep investors a

JON JETER

rustrated by their inability to

attract foreign investment, South

African officials recently surveyed

corporate executives worldwide to
learn why.

The Germans complained about crime.
The British were concerned about the high
AIDS rate. Everyone was reluctant to do
business with South Africa’s assertive
labour unions. But one US executive’s
response really crystallised the issue.

“Why,” the survey quoted the executive as
saying, “we still see South Africa as one big
gamereserve,”

For all its triumphs — the peaceful transi-
tion from white minority rule to a democra-
cy, and the free-market reforms that have
been lauded internationally - South Africa
still has an image problem.

“People don’t even know we have paved
roads in South Africa,” said Mpho Mosl-
mane, a spokesman for President Thabo
Mbeki. “That told us that we need to do a bet-
ter job of marketing.”

To be sure, South Africa’s image is
nowhere near as bad as it was before 1994,
when the apartheid government trampled
the rights of the black majority and defied
economic sanctions and ridicule from the
international community.

When Congress approved sanctions in
1986, 360 US companies were doing business
in South Africa; by 1991, only 125 remained.

But the flood of foreign investment that
everyone expected to follow the first all-
races elections in 1994 has been a trickle.
Today. 386 US firms operate in South Aftrica,
about the same number as before sanctions.

Total foreign investment over the last
five-year period is less than $10-billion (R60-
b) - at best half the level anticipated when
Nelson Mandela became the nation’s first
democratically elected president.

“South Africa really inspired a lot of peo-
ple with this feel-good tale of good versus

—_—
-
—_

evil.” said Dwayne Gathers, director of the
California Office of Trade and Investment
here. “But when you look really closely at
the situation, that's all a lot of Americans
really kniow about this place. Sometimes I'm
just floored at the lack of sophistication that
people have in dealing with South Africa.”

For instance, people in California don’t
realise South Africa is much farther away
than China. I tell people all the time that if
you mail a package FedEx, then it will take
two days to get here,” he said.

“Kveryone just sort of took it for granted
that the money would start rolling in when
Mandela was elected,” Mr Gathers said. “At
the end of the day, there are a 1ot of places to
invest your money, and South Africa just
hasn't been at the top of anyone’s list for a

. -long while.”
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We still see

South Africa as one
big game reserve’
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Mr Mbeki’s visit to the United States late
last month was largely a recruitment drive.
He met with hundreds of corporate execu-
tives and potential investors in New York,
reassuring them that the government was
addressing crime and AIDS, and holding the
line on its austere economic plan, called
Growth, Employment and Redistribution
(Gear).

Still, South Africa’s entrance into the pool
of emerging market countries came just as
competitors in Asia and Latin America -
almost all with larger populations than
South Africa’s 42 million - were becoming
investment darlings and receiving most
available money.

And opening South Africa’s long-protect-
ed market hasn't come without growing

——— ——}

pains. As unemployment increased, so did
crime. In a World Economic Forum index
measuring the economic competitiveness of
50 countries, South Africa ranked 47th.
When business executives were asked to
assess protection provided by local police,
South Africa ranked last.

“We've had a lot of break-ins, and we've
had to spend thousands of dollars on electric
fences and security. and it’s just a major
pain.” said M Hesse, chief executive of Wika
Instrument Corporation, an international
electronics firm with a plant here.

Work force productivity is a major ques-
tion mark, with the rising AIDS rate, labour
unions that aren’t afraid to strike and the
number of blacks who were poorly educated
under the apartheid Government and often
don’t have the skills for high-tech jobs.

The new Government’s affirmative action
requirements and labour laws are seen as
Onerous.

Corruption is also a barrier, When Wika
Instruments bid on a Government contract
last year, Mr Hesse said, mid-level govern-
ment officials made it clear that a bribe
would help Wika's cause.

“We told them to go jump in a lake, but
you have to be aware of those hidden costs
before deciding to do business here.”

There are signs that South Africa will -
turn the corner, said Mr Hesse and others. .
Mr Mbeki has announced the creation of a
special police force, much like the FBI, to
target priority crimes, and has directed his
cabinet to loosen its labour laws to encour-
age entrepreneurship. Rising gold prices
could stem job losses in the mining industry.

South Africa’s ability to round up foreign
investment is crucial to the economic devel-
opment of the rest of the continent.

“Any African renaissance will start
here,” said KV Schuurman, chief executive
for the German Chamber of Commerce and
Industry. “South Africa is where the cake is
baked. Everyone else is just making cook-
jes.” - Washington Post




FOREIGN investors caught up in
Home Affairs’ worsening tangles
of red tape have caught fright
and are threatening to avoid the
country, say investment agen-
cies and investors.

It's so bad Trade Minister
Alec Erwin wants a meeting with
Home Affairs Minister Mango-
suthu Buthelezi on Tuesday to
thrash out the problem.

Said the deputy CE of a major
Investment agency, who did not
want to be named: “The prob-
lem’s getting worse and it's
putting off investors.

‘The feedback we're getting is
that if it’s going to be impossible
for us to get work permits for
our personnel in this country,

HOME AFFAIRS
By SUE THOMAS

then we're not coming.”

This week, a potential in-
vestor told him the visa issue
was a deal killer. “What’s the
point of spending a fortune try-
ing to attract investment when a
government department is sin-
gle-handedly dismantling all
these efforts,” he says.

Home Affairs spokesman Hen-
nie Meyer says the department
receives complaints about visas
“from time to time but I'm not so
sure it’s any different in other
countries”,

Says an American Chamber of
Commerce official: “It’s getting

much worse. A backlog is piling
up, they're understaffed and
there’s less and less motivation
to do anything about it.”

Businessmen from mainland
China, encouraged by two high-
profile trade visits to SA this
year, are being stonewalled.
“The situation has become far-
cical,” says Martyn Davies of the
Africa Asia Society. “A president
of a Chinese bank with an office
In SA was recently refused a visa
to visit the country.”

Home Affairs and govern-
ment’s investment agency,-In-

vestment South.Africa, are siup-+
posed to work togéther in ap-

proving visas for investors, says
Davies. Yet the department re-

f

cently issued a directive to SA
missions to bypass Investment
South Africa’s input.

Davies says several Asian
businessmen have complained
that Home Affairs officials are
demanding bribes but Euro-
pean and American chambers of
commerce say they have re-
ceived no reports of fraud.

Kilaus Shuurman, head of the
Southern African-German
Chamber of Commerce and In-
dustry, says the biggest prob-
lem is bureaucracy.

v=» European chambers of com-
merce, with the help of Home
Affairs, are printing a pamphlet

on how to apply for work per-
mits. — f-Net Bridge
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How SA can prove it’'s a serious

I have, over the last week, had the
privilege of a crash course in
Investment economics and the
business of emerging markets from
some of the largest and smartest
mvestors and traders located in the
City of London.

Typically, and cumulatively, they
hald positions or billions of doltars in
the South African bond, currency and
forelgn debt insurance markets

Aside from bemng asset managers of
global repute and hedge funds of big
risk and even bigger return, they nave
views on how South Africa will attract
much-needed, and seldom-sighted,
foreigm direct investment.

Foreign direct invesiment, rather
than the more volatile short-term flows
which characterise our present mmvest-
men! profile, 1s tha biggest single exter-
nal factor which will twrn South Africa
Mo a winmumng nation - and prevent us
Joning the ranks of world also-rans as
a natlon remembered briefly for 1ts
noble miracle 1n 1994 and then con-
signed or forgotten somewhere
between Sormalia and the Sudan.

Generally, the view 1n the financial
markets ts bullish about South Africa
for the next 18 to 24 months.

But more 15 required of us for funda.
mental growth 1n the longer term.

There 15 & view that President Thabo
Mbek1, Finance Minister Trevor
Manuel and Reserve Bank governor
Titus Mboweni are three men at least
who understand the modern world and
how 1t works

In an African way, we need to tell the
world that we are ready to grasp the
new century, argues the leader

of the Opposition, Tony Leon

--------------------------------------------

But 1t 15 this assumption which
herghtens the expectation and fuels the
assumption that “something more”
will bappen on the economic front

Large flows of forelgn direct invest-
ment (FDI) into the country will occur
only-when South Africa erects and
advertises certamn benchmarks agaimnst
whirch our economic attractiveness 1s
measured

Undoubtedly, there 15 justifiaple
apprectation for the responsible con-

duct of monetary and fiscal poticy and
the iberalisation of our trade regime.

But, frankly, this 1s simply too Little
andl 100 unexciting to attract the capital
flows we need

While investors and potential
Investors are, for example, impressed
at the courage and commitment of the
Reserve Bank governor, tn considering
inflation targening, they still ask. “How
wil you ever achieve attractive low
levies of core (not headline) tnfiation
without fundamentally reforming your
labour market and downscaling the
government sector and its mamitoth
slze?”

The answer to these two questions 1s.

in my view, the key in determintng
whether we pet 1t r1ght ot take the road
of the ‘also-rans”
SAEN

Reflecting on -Aftica and South Afriea
1n the next milennium”, there are cer-
tain sumpie. but essential steps which
will help the “forgotten continent™ to
be taken semously at 1ast.

1. A change of style

The new breed of African leadership
needs to change 1ts priorities and pro-
files alike.
[t 1s clear that Mr Mbek), more than
Robert Mugabe, reflects the new spirit
1 Africa and that can only be to our
advantage

But as that most astute and sympa-
thetic Africa watcher. Michael Hol-
man, said to me: “The relationship
between the West and Africa 1s hke two
pariners 1n a bad tiiarmage — they bhoth
know each other intimateiy, but they
fail to excite or even wnterest each other
any more.”

We 1in Africa need to change that' We
need to stop lining down 1o a bad or

(Fy-6)

wasteful reputation We also need to
take advantage of the new breed in
world entrepreneurs, from Ted Turner
to Bl Gates to Steven Spielberg

They don't just make conspicuous
sums of money, they also want to * do
good” So, we should bring them 1o
Africa .

For example, we should show them
Antan Rupert's pride and joy. the
Peace Parks which cross borders and
enhance conservatlon.

And we should show them where _E..
investment in dollar terms can vield a
very high return. __

In fact, If we spent as much trme (and
money) 1n South Aftica on hosting the
world’s leading chief executives - and

pampering their needs and flattering

their vanities - as we do on Non-
Aligned summits, or Commonwealth
heads of government meetings, the
Investment would repay itself a
thousand-feld.

The Orgamisation of African Unity,
the Non- Aligned Movement and the
Commonwealth have theiwr place But
on the eve of the 215t century, surely we
need to swatch priorities and act on the
realisation that attracting and m
taining the goodwtll of 1nvestors, _.::
Just governments, will drive our ¢oun-
v and our continent forward -

2. Sefl Africa differently

We need to remind the West and the
world that Africa can no longer be ring-
fentced 1n a globalised world While

1

C

prosp

AR 1gfi|ag
amtaining the s sinterest in

Africa s a hard sell, thetechnique
needs to change

We need to remind the world thata
warTing Africa, a diseased Africaanda
poor Africa pose real threats to giobal
stabiity The spread of AIDS, the traf-
ficking of drugs, the rise of fundamen-
talism and the export of terrorism will,
Literally, destabilise the world, if it sim-
ply shrugs off the problems of Africa.

The flipside of globalisation is that
you can no longer ring-fence Africa
and 11s problems.

Where our region 1s not at peace - in
Angoia, 1o the
Democratic

polio i Anpola and that Afriea is open
for busness We should tell them that,
th an African way, we are ready to
grasp the next century.

4. Africa nesds to get wired

Of all the questions I've been asked it
Eaurope, the most difficult to answer 15,
“How prepared are you and what poli-
cies are you pursmng for the techno-
logical revolution which characterises
the ape of information? Around the
world, it's the age of the mdividual, the
small unit, the mternet and small busi-

11ess Usg e-com-
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Republic of Congo Y oan no MO J.QDH Yet, toooften in
~ we need heigiht- SO my couniry, refige
ened 1nternation- 1 j .
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raised diplomatic ! for in big govern-
profile and a UaD\mgm ment, in centrali-
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the United States regulaticn.

and the Furopean Union that these
nasty regionzl disputes, if left unad-
dressed and unresolved, spill over and,

when the spillage 15 too great, contamn-
Inent can be too late.

3. Reflect a changing ethos

Africa and South Africa need to com-
municate their changing ethos. We
need io tell the world that Lagos has
privatised 1ts water supply, that De
Beers has made a compact with the
World Health Organisation to wipe out

These are simply the wrong options,
out-of-date solutions, and lead us again
down the path of the alse-rans.

We need to grasp the implications of
the information age fast.

YWhen 1t comes to technology, we
have yet to create a new legal frame-
work for e-commerce Or give incen-
tives to business to move on to e-com-
merce, o1 even gear our education and
training system to the internet
revolution

In a country and continent still grap-
pling with the problem of delivering

ect for investors ~

basic literacy, this observation might
seem frivolous. Yet 1t 15 central to
South Africa mamtamning a competi-
tive edge.

And, if we don't change, even revoln-
tionmise oir thinking, we will condemn
our poar to further marginalisation

We should train our unemploved in
computing skills; we should provide all
our public libraries and, on a progres-
sive basis, schools with the mternet.

5. Practisa qood governance

Of all the messages I received, the loud-
est one, perhaps, relates to good pover-
nance

People turned away from Africa
bechlsa 0 bad gOVEITIAIE:, vur Lupiion,;”
dictatorships, state over-regulation
and the suppression of human nghts

They will “turn on” to us when we
exhibit the characteristies of good gov-
ernance,

I'm not talking here just of regular
elechions.

1 mean thriving multiparty systems,
a separation between party and state
and the strict, but fair, application of
the rule of law by independent conrts

The South African Government does
1tself abroad, and our citrzens at hoine,
no favours by is intolerance of opposi-
tion and its stdelining of Parlisment

1t is the reversal of these trends that
the world expects if our country 1s {o
assume its rightful leadership role 1n
the continent and the continent s
proper place 1 the world.




SA retains investment Em:m
HLD H=eco ia | Taqq

Jonathan Katzenellenbogen

. INTERNATIONAL rating agency Duff &
Phelps has maintained its investment
grade for SA, saying it will consider an
upgrade only “if progress on the privati-
sation and labour-market fronts under-
pin a‘sustainable increase” in the coun-
try’s ¢eonomic growth.

Duff & Phelps said yvesterday that
“cumbersome new labour regulations”
could damage job creation over the
(medium term. It attributed POOr eco-
ntomic growth and employment cre-
atton “to the government’s sjow
progress in the areas of labour reform
and privatisation”.

Duff & Phelps and Moody’s have giv-
en SA the lowest possible Investment
graderating. The other large US agency,
Standard & Poor's (S&P’s), rates SA he-
low investment grade, but is to review
this early next year. ’
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Yesterday Duff & Phelps reaffirme
its BBB- rating on SA bonds denominat-
ed in foreign currency and its A- rating
on local currency government debt. It
maintained the outlook on the rating as

stable, implying little chance of an up- -

grade next year.

Speaking from London, Jaime Sanz, a
Duff & Phelps vice-president who vis-
ited SAtwo months ago, said the labour
market problems were not a matter of
specific laws, but rather the entire
package of legislation “which does not
help the unemployed and only helps
those with jobs”, B

Sanz said an unemployment rate of
about 33% was unsustainable and
“labour market changes have to hap-
pen”. However, he was encouraged by
government’s continuing review of leg-
islation that might impede small busi-
ness development.

Duff & Phelps said political support

for austere policies would strengthen
SA’s medium-term creditworthiness.

It said policy continuity after the re-
tirement of former president Nelson
Mandela proved that “political risks are
diminishing and $uccession risks had
been initially overstated”. It pointed to
& strong macroeconomic policies, with
a government budget deficit of 2,.8% ex-
pected this fiscal year and a falling in-
fiation rate.

Rand and bond dealers said there
was little market response to the
reaffirmation of the rating. A L.ondon
bond dealer said an investment grade
rating from S&P’s could lower the
spread at which SA borrowed over US
and German government debt by as
much as half a percentage point.

Finance director-general Maria
Ramos said that she did notknow what
more SA had to do for S&P’s to grant it
an investment grade.
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