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Lukanyn Mnyanda
SA GOLD Btockﬂ dived almost 5%

A gtrong dollar capped a
for SA’s markets ﬁle

hi record low levels.’
Bullion at one stage

test the $280/0z level yesterday as

news of a South Korean cam

donate or sell personal pold holdings

baraandexpnrtthem Ty
The campaign sowed fear amo

els reached early last month., f
US Federal

flation was eme
bned with a strong u]lar to dent gold’s
prospects further, analysts sauad.

fix 1n the m
lowest fix since Juf

metal closed $1 weaker at $282 25
. Jnveptorsin SA

the Johannesburg Stock

Exchange’s
(JSE’s) gold index
Tha index lost 36 ponts or 4,6% toclose
at 749 ponts,

The ﬁnanmal index built on last
year’s
strength on the JSE The index ended
22 points firmer at 10 126, while indus-
tral atocks gave up 43 pomts to 7 362
and the all share index fimshed 36
points weaker at 8 155

| the 10 tons of gold reported to have
been collected from South Korean at-
izens was not a drastic amount, but
would hurt sentument by Hhowmg con-

Lucia Mutikanl| s

MOTORISTS and vehicle manufactur-
ers will have to fork out at least R300m
to replace hghis and bulbs wath SA Bu-
reau of Standards-approved products
if they wish to sell their cars, industry
gources estimate,
The Compulsory Motor Vehicle
Specfication Act which took effect on
January 1, bars the sale of non SABS-
p ved 11 hts and bulbz for motor ve-
. The law affects cars and trucks
manufactured gmece 1987
According to AutoNews's latest is-
sue, the legmslation could push the cost
of i]Eﬂdll ts, bulbs and ﬂenunda;'uy
hights up as much as tenfold Almost
hghts not approved by the SABS are
imported mam]yﬁ'nmtha Far East.
otor Industres’ Federation pres-
ident Oscar Taunb saxd his members
were unhappy with the law. “We spoke

-

gntn

gold shares reacted
git-immedately afid took 5% off™ !

fore the mild rally
in the bullion helped to contain losses il?ﬂ

provide the only sign of

Roger Chapln, a -
with London-based T Hoare E Co, Eﬂld

an gold
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hammers

yes- 5
terday as news of South Korean gold
pales renewed pressure on on, ﬂ::
kn it toan 18-y earlnw Rt SRR

my day -,
rand to
its weakest levels to date The bond &
market ended shightly weaker despite |

receiving a boost from US bond ymldﬂ

seemed set to J

shore up reserves hurt ﬂentlment. N

South Korea plans to melt the go ldlntc: |
rm‘ :
vestors — some of whom beheved bul-
hon had bottomed out at the $281 lev-
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stocks

rd fyn

1ok

from fears of(increased Eupphea from

Asian sales to'rmise funds to repay for-
' eipn debt
The bond market’s bullish start to

the year was set back slightly by the
J'e weakneas This overshadowed

' bullish sentiment on the country’s eco-

nomic fundamentals and US bondse

recordang their lowest
The government 1¥1150 long bond

was shghtly weaker after the close
with a 13, 53% yield compared with the

I'evious day’ﬂ 13,64% cluse It had

en buoyed towards 13,60% by the re-
lease of better-than-expected Decem-
ber provisional reserve figures on Mon-
day and analysts expected 1t to ht

12,6% this year.

SA’s currency alsohad a bumsy rde
as the rand lust more than 3c under the
weﬁlt of a strong dollar to close at i1ts

est level at R4,9425, against

. tmued “willingness and need” to sell .R4,9085 the previous day. The poss1-

serve Bank governor the metal
Alan Greenspan’s mmmantﬂ that de-*
danger com-

He said the South Korean strate
muld encourage other countries 1n

hu dmn
up to 80%

Chaplin ssad the renewed weakness
1979 It recovered . was: Bant:menb-dnven and resulted
tnﬂna&emunnﬁxnf$2ﬁ280andtha s

whuse value 1n some curren- rency
In London, gold lost more than $5 to- % ciesha risenb

at $281,80 — the

1_
4

bxhty of the rand hitting RS agawnst the
'US currency raised fears of a specula-

¢  tive attack on the carrency
on to conmder selling some of their

Local dealers smid equity and cur-
market weakness in Asia had
.. added to the negative sentiment with
" the J apanese yen falling to its weakest
level t the US currency 1n five-
and-a-

The In uneman, Thai, Malaysian

g - and Philippme currenmesgall..th new,

totheSABSto% gatgmtuame
" the legislation They said lamps would
have to he Hubmtted for testing We
have a problem with thus because the
cost of testing 18 over R2 000 per lamp ®

Taub sard the requirements would
also it wholesalers, who typically held
stocks of between 100 and 200 lamPa
“Another worry 18 how thﬂ SABS in-
tends to momitor 2 000 spare parts
shops and 2 000 to 3 000 scrap yards
when they have two to three engle m
the de artmentto do the pohicing

S chief stan techmman

Louwrens Rieckert sad the law was
based on research .dating back two
years Compulsory specification was
necessary to protect the consumer.

“Consumers are not aware that
safety 18 a entical element 1n vehacle
hghts Before coming up with this leg-

1islation, we carried out a study to see if
lt was necessary. The study fnund that

x
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* don's

Vehlcle llghts must mak the gr:

L]

s

to be the only oné abla to resst the
rampant dollar

A weak opening on Wall Street due
to wormes about upcoming company
results and the continuing Asian cris1s
did not mspire confidence either wath
the Dow Jones industnal average los-
ang about 71 Emmta by 9pm SA time

Wornes about the turmoil 1n Asian
markets also mtroduced nervousness
m Europe’s stock markets, but Lon-
SE 100 index managed to claw
back from a 10-point luss to a two-
Egmts gain to close at 65264 points,

ankfurt’s DAX 1ndex was 1&55 fortu-
nate and lost 32 points toclose at 4 8563.

SeﬂPagaB

0% oft he vehicle g ts not nnmply
with SABS specifications ”
Rieckert sard the SABS gave deal-
ers untal December 31 last year to sell
tiﬂtmh Dealers faaling to com-
ly with the legislation had three op-
tions’ to destroy unapproved hghts, re-
turn unpurtbd roducts to their coun-
try of origin or apply for a special sales
permt if the lights failed only to meet
nonsafety mténa such as markings
Rieckert saad pﬂhcmg would not be

i

f

o . lows with outh-Korea’s woii proving™

"a problem because there were only
abo t 801mporters of vehicle hghts !
e red.lcted rices would remain '
static or go down. “There is not gomng to
be a dramatic increase At the moment

, noncomplying hghts are undercutting

complying lights. Once we remove I
those which do not meet the standards, |
there wall be an increase 1n the El.lpplj?
of those which do, keeping prices at
current levels or forcing them down.”
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AUTOMOTIVE COMPONENTS

German piston giant to
make local comehack@a)

Secret deal imminent. Amic to sell off majonty shareholding 1n

manufacturer Kolbenco

erman automoilve components gt-
ant Kolbenschmidt 1s set to return
to SA The final details ate being
thrashed out 1n an estimated ReOm agree-
ment that will give Kolbenschmidt a stake
of up to 75% 1n Kolbenco, the Alrode,
Johannesburg-based piston division of An-
glo American Industrial Corporation (Amic)
As part of the deal, Kolbenschmidt wall
shoulder some of Kolbenco's debt
Secret talks have been under way be-
tween Amic and the German corporation
for several months “We haven't quite fi-
nalised the deal, but 1t’s pretty close,” says a
key negotiator Amic has signed a con-
fidenttahty agreement and will not com-
ment, but the FM understands an an-
nouncement wil be made m the near
future
Kolbenschmidt formetly owned Kolbenco
when 1t was called Karl Schimudt SA But it
sold the company to Amic when 1t pulled
out of the country 1n 1989 No figure was
ever announced for the sale, but Amic gave
Kolbenco a book value of R23m 1n the year
of purchase
After the sale, Kolbenschmidt lhicensed
Kolbenco to continue to make 1ts pistons in
SA
Kolbenschmidt, second biggest player In
the DM4,6bn global piston market, plans to
ncrease 1ts stake i Kolbenco to 100% over
the next couple of years, as it integrates the
acquisition into 1ts global network
The deal will shatpen the battle for piston
exports from SA So far Durban-based T&N
Holdings 1s the clear winner, with contracts
like 10 000 cylnder liners/month for Mer-
cedes-Benz in Germany
But Kolbenco 15 also chasing Mercedes-

m 9]119¢

Benz and BMW piston contracts in Ger-
many, where Kolbenschmidt already sup-
plies the two car manufacturers, as well as
Volkswagen

T&N's UK parent, which holds third place
In world piston sales, was sold to US motor
group Federal-Mogul last October, in a
£1,5bn deal

In SA, Kolbenco 1s ahead of T&N I the
fight for the original equipment local mar-
ket of 2,56m pistons/year, worth more than
R300m But T&N 1s closing the gap Fed-
eral-Mogul's share 15 confined mainly to
spare parts

Kolbenschmidi, with more than 7 000
employees, achieved total sales of DM1,3bn
In 1996, 73% for export It 1s pushing global
expansion further

The Kolbenco takeover will intrigue but
hardly surprise the local mdustry Volks-
wagen, BMW and Mercedes-Benz have
been encouraging their German suppliers
to set up planting capacities in SA

To thewr chagrn, Kolbenco executives
have been excluded from AmicC's nego-
tlattons with Kolbenschmidt Says Kolbenco
MD Barry Hallett “Kolbenschmidt and Amic
have been talking We, the executive at
Kolbenco, have had no talks whatsoever
with Kolbenschmidt, so I'm not in a po-
sition to comment ”

Says an msider "We've got a willing
buyer/willing seller situation For a com-
pany like Kolbenco 1t will make a lot of
sense for equity to become the guiding
light, rather than just licensing

“Kolbenschmidt coming back in will give
Kolbenco access to exports, enabling 1t to
plug nto Kolbenschmidt's international
business “ Jack Lundin

e il - - il L
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‘Maiching last year’s poor sales is the best the industry can hope for’

Gloomy year ahead

for SA car makers
er (tR)is 11164 (147)

Roy COKAYNE

Pretoria — South Africa’s motor
manufacturers were expecting a
dismal 1998, and the best they
could hope for were sales match-
1ng last year’s, Nico Vermeulen,
the director of the National
Asgsociation of Automobile Man-
ufacturers of South Africa
(Naamsa), said yesterday

Matiching last vear’s sales
would still be gloomy for the
country’s largest manufactur-
1ng industry, which saw new
vehicle sales dechne 6,6 percent
to 366 859 umts last year, com-
pared with 392 980 unit sales
achieved 1 19986

Vermeulen said the decline
1n total sales followed four years
of successive growth 1n agere-
gate new vehicle sales

‘motor mdustry remamied under
pressure last year, falling from
R31, baliion 1n 1996 to an
estimated R30,50 billion last
year, he said

Vermeulen said trading
revenues had been under
pressure because of the decline
In new vehicle sales volumes,

Jbas «Trading revenues in ithe |,

the buydown trend in the new
car market and the below-

inflation new vehicle price
Increases last year

“Given the economic reall-
ties facing South Africa and 1n
the absence of immterest rate
relief in the short term, 1t 1s the
general expectation by the
mdustry that the best one can
hope for during 1998 1s for new
vehicle sales to reach levels
similar to those achieved during
1997,” he sa1d

Figures released by Naamsa
revealed that new passenger car
sales last year dropped 4 percent
to 239 755 units compared with
249 838 unit sales 1m 1996

Light commercial vehicle
sales slumped 11,8 percent,
while medium commercial
vehicle sales rose 3,3 percent
and heavy commercial truck
sales declined 12,2 percent

Vermeulen said trading
conditions 1n the new vehicle
market during the first six
months of this year would
remain exiremely challenging
and competitive because of
the continuing slowdown 1n
economic activity and particu-

larly the prevaillimg high mter-
est rates

However, he said conditions
should improve during the
second half of the vear m line
with the projected reduction 1n
Interest rates

The competitive threat from
far eastern countries was also
likely to mcrease as a result of
the sharp devaluation in Asian
currencies, said Vermeulen

He said industry employ-
ment levels could come under
further pressure during this
year as vehicle manufacturers,
component suppliers and the
servicing and distribution trade
rationalise operations and
reduce costs in the face of
continued mtense competition

Tony Twine, a motor mdus-
try analyst and a director of
Econometrixy said most mndus-
try watchers would have been
somewhat disappointed that the
total market last vear had not
finished over 240 000 units

He predicted that the low
sales would continue during
this year

L1 Business Watch, Page 13




New car duties “will

o1ve un(gkrters the o éﬁ

v

Roy COKAYNE

Pretora — The latest reduction
1in 1mport duties on passenger
vehicles to 54 percent would
allow 1mporters to hold vehicle
prices at current levels for at
least 6 months and place them
1IN a maore price-competitive
position, Manny de Canha, the
managing director of Assoclated
Motor Holdings, saxd yesterday
De Canha saxd it was doubtful
local manufacturers would be
able t0 mamniam current prices
as they were faced with cost
pressures brought about by a
weak rand and high labour costs
He believed the latest duty
reduction on 1mports and thelr
more price-competitlve position
wottld “certainly lead to mcreased
sales, as consumers shopped
around for the best deals from a
value-for-money point of view”
“The market will confinue to

) i5] 1198

get more compefitive as duties
and tariffs decrease even further
n line with the MIDP (Motor
Iindustry Development Pro-
gramime) strategy, enticing more
world players to vie for a shece of
the market

“Developments locally also

make South Africa a contmually -

better proposition to use as a
springboard for conducting busl-
ness with the rest of Africa and the
Indian Ocean territories,” he said

De Canha said the reduced or
stagnant vehicle sales predicted
for this yvear by local manufac-
turers were not a true refiection
of the market situation

“The market 15 still growing
while changing substantially 1n
structure with the mmporters of
vehicles, who are ideally placed
to take up any slack experienced
by local manufacturers, account-
1ng for an creasingly larger
shice of the market,” he said
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Depressed car industry |
at mgg;lae S

awaits new
Lucia Mutikani &b , b / /

FIAT Auto’s proposed R200m in-
vestment in facilities for assem-
bling two new models would not
result in further fragmentation of
the depressed SA motor industry,
but help the Itahan company re-
gam some share 1n the cheaper car
market, analysts said yesterday.

Roberto Tléatore, the president
and CEO of Fiat Auto Italy, is next
Friday expected to announce the
companys decision to assemble
the Palio and Siena models at Au-
tomakers’ Rosslyn plant.

The expected announcement
follows General Motors’ re-entry
mto SA through acquuring a 49%
stake m Delta Motor Corporation
for an undisclosed sum.

“It (Fhiat Auto) is very different
from other players comung into the
SA market place and setting up
from scratch. It does not really
further fragment the market on
the supply side because 1t already
has an agreement with an existing
manufacturer,” said Econometnx
senior econonust Tony Twme “It
allows the existing supply base 1n
SA to offer a variety n?rnducts »

Other analysts said the R200m

TRz d TUpUIVBAIG; T IKELY TOTR Yeached by mid-year, ﬁ""

7’ ,,

‘grade the Uno to compete wi

I
A4 AUIAUULIL 8V WOoorE, W)

$237/0z respectively yesterday afte

investment wasa calculated move *j
by Fiat Auto to regain market %
share in the lower-range market %
lost to companies like Delta and %
SA Motor Corporation (Samcor),
The Fiat Uno, introduced a few. |
years ago, had faced stiff compe- ¥
taition from low-priced models put §
on the market by Delta and Sam-
cor, one analyst said. 1
“I think they have reahsed that 3
they need to do something to u

models such as the Opel Corsa. '§
This will help them grab back ;-
some of the share lost 1n the entry 5
level market.” Va7 '3
Another analyst said, “A sum of 3§
R200m is not a huge amount for a “§
motoring plant. It might justhe a 4§
special miche at the bottom end of *¥

competition and further paintobe §
taken by the industry.,” - Y
However, one analyst said it :*
was not the nght time for such an *}
mvestment. “There are too many
models in SA. There is going tobe ~
a lot of pressure from the Koreans :},
exporting models to this country.” 3}
Prehminary studies have indi- 3-
cated that the share of imported £,
vehicles is-expected torise to 15%. i
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Plans for SA subsidiary as Korean
economy shrinks

DAEWOO

Daewoo, the South Korean car maker,
plans to establish a subsidiary company In
SA It 1s currently represented by a local
company, Daewoo Motors SA, which im-
ports and distributes Daewoo cars

The Koreans have targeted southemn
Africa as one of about 20 regions with
potential for strong foreign sales growth
with this 15 mind, Daewoo mnsiders say 1t 13
about to announce the creation of its own

Fconomy & BUSINESS IEXE

SA subsidiary company to handie future
activiiies

Whether those activities will include
building Daewoos 1n SA will also be known
soon Cars now arnve fully built from Ko-
rea

However, Daewoo representatives have
been considering local assembly

This could be either in a new plant or by
sharing the facilities or spare capacity of an
existing assembler The latter might make
more sense 1n the short term, given the cost
of establishing a new plant and the number
of manufacturers already in the SA market
Despite ambitious projections for local and
export sales growth, most have unused
capacity

Much of Daewoo’s Investigation has cen-
tred on the Eastern Cape, where there 1S
already significant actity in vehicle and
components manufacturing Volkswagen,
Deita Motor Corp and Ford all operate In
and around Port Elizabeth, and East Lon-
don 1s the manufacturing base for Mer-
cedes-Benz

Though Daewoo has given no signal yet
of 1ts intentions, 1t 15 notable that the
Korean company has a close international
association with General Motors, which re-
cently bought 49% of Delta and has already
set up components companies around PE

Arguing against SA assembly would be
the fact that tmport duties on buili-up ve-
hicles are coming down m hine with the
motor industry development plan

Eventually, there could be no cost benefit
n local manufacture compared with 1m-
poris

Daewo0's Increasing conceniration on
markets outside Korea reflects the chang-
ing fortunes of that country’s automotive
industry

After strong economic and market
growth In recent years, the domestic mar-
ket 15 overwhelmed by too many man-
ufacturers Hyundai, for mnstance, expects
its Korean sales to fall by 50% in 1998
because of the country's economic Crisis
On the other hand, says chairman Mong-
Gyu Chung, the cnsis, which has sigmf-
icantly weakened the local currency, will
make expotts cheaper

Even so, he says some Korean com-
panies may not survive

“I think the Korean auto industry for 1998
will be streamlined,” he says “The com-
petition will be reduced dramatically Ithink
theie are too many car companies In Ko-
rea”

The streamliming has already begun
Daewoo has just bought control of Ssang-
yong Motor, which builds fout-wheel-drive
vehicles and minivans

SA 1S among Ssangyong's export mar-
kets, and existing contracts with local
agents may be reviewed In the long term,
say officials, Daewoo’s new SA subsidiary
company 1s hkely to take over the import
and distribution of Ssangyong vehicles

David Farlonger
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VEHIC manufacturer Fiat Auto
| SpAis to announce a R200m plan next
week to build cars 1n SA,in amove hke-
ly to mcrease pressure onl the SA guv-
ernment to reconsider Italy’s bid to
supply corvetiesto the SA Navy

newly registered wholly owned
Fiat company — Fiat Auto SA Pty Litd
— will produce the Palio and Siena at
Automakers’ Rosslyn plant from 1999,
_Automakers produces Fiat's Uno un-
der licence The models are the Palio
hatchback and Paho Weekend station

wagon, described as being 1n the Opel

Argentina, Brazil,
Venezuela, Poland, Russia, Morocco,
Turkey, India, and Egvpt.

Fiat’s Avio and Sepa divisions —
which manufacture gas turbines and
automation. systems for ships — are
. partners with the Ttahan state ship

to build cars in SA

plaﬂ

puilder, Fmecantierl, 11 the bid to
supply four corvettes to SA.

Fincantieri included the R200m
Fyat Auto mvestment as part of its
cvihan countertrade prngusals in aits
response to the defence epartment’s
request for mformation on the cor-
vettes late last year. Arms mak
required to offer 30% of the military
mvestment in civihan countertrade.

Arymascor mformed Italy just after
Christmas by Armscor that Fincantien
had not made the defence depart-
ment’s short lhist after an mitial mal-
itary evaluation of its ships.

Ttahan Foreign Mimster Lamberto
Dim sa1d 1 Pretona yesterday he had
discussed the Italian arms package
with Deputy President Thabo Mbeki
He expected SA to examine the pack-
age“ina reasonable manner”.

The director-general for economic
affaqrs in the Italian fore mimstry,
Federico D1 Roberto, said that as far as
Ttaly was concerned, the entire pack-
age was “still on the table”

See Pages4and 11
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AR manufacturers in SA

o enelaught by Korean
o’ car makers intent on
grabbmg a bigger share of the SA
market following financial tur-
moilin South-East Asia

*Ifi'dustry sources say the de-
valuatmn of the Korean curren-
cy by almost half in only two
menthe could lead manufactur-
ers’such as Hyundai, Daewoo
and‘SsengYeng to reduce prices
by as much as 10% in an effort to
beest expert sales

Prices of ave al-
ready beenr muetralla
and 1t 1s fe d?.t@tcxlumpmg
could becorie ®a dreahty, al-
though regrogs Such as the US
and Europe wdulé oppose this

But Renat ro, direc-
ter-general rld Trade
in London

Orgamsation, &
on Friday tha t Asian
eshut out

countries shoufd flo
of world market spite pro-
tectioust temptations which
may arise. -3

Ruggiero said exports from
South-East Asta could rise sig-
nificantly due to currency deval-
uations and the need to fmanee
external debt The region's 1m-

poits should shnink because of
reduced buying power and slow-
er economic growth

At the beginning of October,
the South Korean currency, the
won, was quoted at 180 to the
rand By mid-December it had
tumbled to 370

Hyunda1 was recently report-
ed as saying it expected to lose
about 50% of its home market It
1s expected that strong efforts
will be made to maintain reason-
able production levels by boost-
ing exports

Johan van Zyl, Toyota's MD
for-vehicle marketing, says it 1s
to be expected that South Korea
will push 1ts export drive this
year and sales could reach
record levels He beheves how-
ever, that the region’s economic
problems will continue and
without funds for research and
development, sales will suffer in
J]ater'years.

Brand Pretorius, CE at Mc-
Carthy Motor Holdings, says
South Korea will make addition-
al efforts to boost exports

He concedes that the weak
eurreney will make imports nto

.i'l'l

wdl strongly defend any -

C
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ar makers

Currency devaluations could spark

a South-East Asian export surge,
writes DON ROBERTSON

South Korea more expensive,
simnce 1imports are paid for in dol-
lars, but cites the example at
Daewoo, where the workforce
has accepted a 30% salary cut,
sharply reducmg
production costs

He says imports
from Korea, man-
ly Daewoo and
Hyundai, could n-
crease to about
15% of the total SA
car market this
year from 125%
last year

Hyundax cars
have been assem-
bled m a senu-
knocked down
(SKD) state 1n

have to be made for amor-
tisation, while duties to be paid
on the mported completely
knocked down kits, will be much |
higher than those on SKD |
vehicles

“These factors
should ensure that
current prices
must, at least, be
held,” says Preto-
rius

“The Koreans
are comng, but
they won't take the
market The locals
will defend them-
selves The Kore-
ans don’t have suf-
ficitent credit, the
capacity toimport,

Gaberone mn Bo-
tswana by Hyun-
dar Motor Distrib-
utors for two years Hyundai will
begin production of 1ts vehicles
in SA with a local component
content in April

The new plant cost about
R250-million and prowvision will

BRAND PRETORIUS

or the number of
dealer outlets to
make much of an
impact,” says Pretorius; )
Some local manufacturers be-
heve that, instead, an export
drive s hikely from Japan, where
the vehicle market has dwindled
and the currency is weak

u _
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Competition forces car
manufacturers t mjvest
, i 192

pd19{119

Lucia Mutikani

SA VEHICLE manufacturers faced
with an almost stagnant new vehicle
market have shifted into top gear, 1n-
vesting billions of rands to mmprove
manufacturing at their plants

Industry sources said the introduc-
tion of the motor industry development
plan in 1995 had seen a drastic reduc-
tion mn tanffs from 115% to almost
57%, with further decreases likely

Toyota SA manufacturmg MD Har-
ry Coetzee said this meant a number of
vehicle manufacturers whose products
were previously not seen mn SA were
now either back or represented in the
country for the first time.

“They are competitive at the lower
duties off a foreign manufacturing
base This has forced local manufactur-
ers to look keenly at whether they are
able to produce at the nght quahty and
cost 1 an SA manufacturing environ-
ment,” Coetzee saxd Toyota would n-
vest R1,6bn over a 10-year perod to
upgrade its Prospecton plant near Dur-
ban “Without upgrading our facihties
we will not survive.”

Delta Motor Corporation 1s to spend
R1bn on its Port Elizabeth plant over
the'hext five years At least R665m of
the-amount will be channelled towards
product investment, both new and re-
placements

[ —

'

A further R357m will be spent on
facility upgrades, capacity expansion,
export development and mformation
technology

Nissan SA 18 to spend R990m by
2000 for a new model programme Re-
cently, Nissan of Japan announced 1t
would invest more than R360m m SA
through the acqusition of a 50% stake
i Nissan SA

BMW’s R1bn mvestment mto com-
plementing BMW SA’s integration into
the company’s global manufacturing
and sales network enters a new phase
with work on the R210m paint shop

The paint shop 1s scheduled for com-
pletion 1n July this year, Dieter Lau-
terwasser, BMW SA engineering and
project management manager, said.
“Anticipating the reductron of trade
and tanff barmers and the prohifera-
tion of imported competition 1nto pre-
viously highly protected and lhmited
SA market, BMW has long been con-
vinced that allowing the Rosslyn plant
to continue merely as a local manufac-
turer would ultimately lead to its
demise and closure ”

He said the company would also 1n-
vest R12m this year in additional ABB
robots forits Rosslyn body shop |

Lauterwasser said a further compo-
nent of the Rlbn investment, an-
nounced i 1996, was a R13m new con-
veyor system at the Rosslyn plant
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Motor industry jobs °

ROY COKAYMNE

Pretoria — Many jobs 1 the
south African motor imndustry
would be lost unless a more rea-
sonable role was found for com-
pletely bwilt up (CBU) mimports,
Bert Wessels, the executive
chairman of Toyota South
Africa, warned last week

“South Africa 1s sithing on a
three-to-five-year timebomb We
are concerned about it A com-
promise needs to be found
between job protection, afford-
ability and the protection of for-
e1gn exchange,” he said

Wessels sald the motor 1n-
dustry development programme
had an 1mpact on the motor
1industry, such as leading to
Increased competition and the
reduction in the real price of
vehicles

But the envisaged rationali-
sation m the number of locaily
produced models had not
oceurtred, he said

He said this needed to be
addressed during the mid-term
review of the programme 1n
June or July this year

“If the South African motor
Indusiry cannot reduce the real
cdsts of production through
economes of scale (and) longer
production runs, CBU mmports
will take a lot more of the mar-
ket,” he said

Brand Pretorius, the chief
executive of McCarthy Motor
Holdings, believed that with 1m-
port tariffs on imported vehi-
cles dropping to 54 percent this
year, imported vehicles would
account for about 20 percent of
the market by the end of this
year

He also said mmported vehi-
cles would comprise about
40 percent of South African
vehicle sales by the year 2002

“The combmation of weak
currencies and the reduction of
mmport duties must result in a
growth market share of

sitting on a mﬁw “year

1
]
1
1
1
1
1
]
5
1]
1]
+-

in

nOEﬁE:OZ Brand gﬁﬁ %@a ﬁﬁgﬁm\. Enoﬂﬁe Motor
Holdings, expects a sharp increase i imports

mmported vehicles,” he mwa
Pretorius said he anticipated

PHOTO JOHN WOODRCOF

drive by Japan and an onslaught
on the South African market by
a more aggressive marketing South Korean motor producers

ﬁumnmzmm of Em H_mnmz_” arket
turmoil m those couniries and
the depreciation of their
currencies

“The South Korean currency
15 very weak and its market 1s
also weak To save 1ts economy,
1t will push exports Imported
raw material costs will rise but
senior managers have taken a
30 percent salary cut

“The export competitiveness
of the South Korean motor
manufacturers will be enhanced
because of lower labour costs
and the currency depreciation,”
Pretorius said

He said the retail selling
price of South Korean vehicles
m South African would not m-
crease this year and the South
Koreans were strong competr-
tors

However, the Japanese might
become the aggressors 1 the
market “They have the cus-
tomer base and the power,” Pre-
torius said

5\5@_255.v
20/1/9&

Johan van Zyl, the managing
director of vehicle marketing |
for Toyota SA, said the govern-
ment’s smail vehicle incentive
(SVI) would also be reviewed
durmg the md-term review of
the programme this year

“If the SVI 1s abolished, the
price of entry-level vehicles will
rise by up to R4 (00,” he said

Wessels said the structure of
the SVI formula was inapp-
ropriate “It has a sharp cutoff
We don’t believe m a cliff struc-
ture but 1n a straight-line rebate
structure so that the cheaper the
vehicle, the bigger the incentive
The SVI has distorted the over-
all mdustry setup,” he said

He said the local content of
small vehicles was not very hagh
and that had led to the compo-
nent industry suffermg

It was appropriate that there
was some assistance for cheaper
vehicles but 1t must not be ex-
cessive and there must not be a
sharp cutoff, Wessels said
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East London - Mercedes-Bengz of
South Africa has offered its employ-
ees early retirement and 11l-health
packages 1 an effort to reduce 1ts
3 800-strong workforce by 8% before
the end of next month.

I too few workers accepted the
offer, management would have to
embark on a compulsory retrench-

ff cut
S TR

nt’programme, after4iegotia-

& i

tions with the National Unioniof |

Metalworkers of SA, said Johan«

Evertse, Mércedes-Benz, hodrd | .

member responsible for Human

resources ,.? Sk e 3 7
The offer, 1§ expected to attract

about 300 monthly and hourlyipaid

employees'-Sapa.

£ gy
..:I.*:.I'I IFl ;il:"l_
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Reneé Grawitzky

FURTHER retrenchments were likely
to dplague the vehicle manufacturing
1dustry as nonperforming companies
continued to face enormous pressures,
an industry source said yesterday.

This follows an announcement by
Mercedes Benz of SA that it plans to
retrench 304 of its 3 800 workers. The
company has offered workers volun-
tary retrenchment packages valid un-
til the end of next month and has saad it
would consider forced retrenchments if
too few volunteers came forward. , ..

The National Union of Metalwork-

| ers of SA smad yesteréaﬁv;%m:ae%-

Vehicle @%‘ stry faces more job cuts

ers were increasingly offering volun-
tary retrenchment in order o avoid
compliance with the National Bargain-
ing Forum agreement, ' ::
Mercedes saad 1t had followed the
“letter and law” of the agreement and
had informed the union of its plans.
Other major vehicle manufacturers
said they were not considermg re-
trenchments at this point, but would
see how the year unfolded. However, a
National Association of Automobile
Manufacturers of SA spokesman said
employment levels could come under

“/pressure as companies rationalised

operations and reduced costs in the
face of intense competaition.




Fiat adds vroom to the local motor industry

with a R250-million invest
Zfar 2

STAFF REPORTER

Italian car manufacturer Fiat
Auto will invest R250-milhon in
South Africa over the mext two

years for the production of new

models and form its own local
company to import and distrib-
ute vehicles, the company said
yesterday

Roberto Testore, president
and chief executive of Fiat Auto,
said the mvestment would help
to develop the capacity to export
right-hand-drive vehicles to the
United Kingdom and India

“We are planning R250-mil-
lion in direct industrial invest-
ment over two years for the pro-
duction of new Fiat Auto models
in South Afriea,” said Testore

The bulk of the new invest-
ment would be for the tooling of
the Nissan plant in Rosslyn, Pre-

toria, to produce the cars

“Our interest in the South
African market is not limited to
the sales of vehicles We also
expect to fully play our pari in
the development of export
opportunities, both for vehicles
and for components,” he said

The new operations would
have the capacity to produce
25 000 units a year by 1999

Testore estimated that be-
tween 800 and 1000 new jobs
would be created at the Nissan
plant Last year, Fiat sold 8 000
units — about 8% of the local
market — and expected to sell a
similay number in 1998

The Itaban motor manufac-
turer would establish a new
company — Fiat Auto South
Africa — on July 1 1998 which
would be responsible for the
importation and distribution of

ment package
g [ifo P

2 /73
all Fiat vehicles and the Alia-
Romeo brand.

Over the past seven years,
Fiat’s products have been
assembled and distiributed by
Nissan Automakers m South
Afrmea Under a new agreement
with Automakers, Nissan will
continue to assemble the Fat
cars on an assembly-fee-per-
vehicle basis

Mat will also continone to
market 1ts vehicles through the
Automakers dealership net-
work. But Testore said the eom-
pany would consider expanding
its distribution network.

He expected the Palio pick-up
to be especially popular in South
Africa

Last week, the Nafional
Association of Automobile Man-
ufacturers of SA forecast a
gloomy 1998 for the mndustry

i
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By Isaac Moledi

HE local car manufacturing

industry faces stiff competi-
tion following an announce-

ment on PFriday that giant
Itahhan car manufacturer Fiat Auto
SPA will invest more than R250 mul-
lion 1n its South African operation

This 1s barely a week after
French car manufacturer Renault
made a similar announcement
Renault said last week that 1t would
relocate 1ts entire export operation
centre for the East African and
Indian Ocean regions to South
Africa from Marchr |

Other car manufacturers are
expected to make similar announce-
ments 500N

Although growth 1n the industry
1s currently stagnant, leading to
thousands of workers losing their
ijS international car makers see
South Africa as fertile ground for
expandmg ‘therr car sales mto Africa,

—_

Intem

AR

tlonal motor manufacturers

relocating to Southern Africa

forcing local manufacturers to pump
billions of rands 1n improving their
plant 1in preparation for the competi-
tton

Toyota recently announced an
investment of R1 5 billion over a 10-
year period to upgrade 1its
Prospecton plant near Durban
Nissan SA, Delta Motor Corporation
and BMW have announced similar
plans to mmprove manufacturing n
their plants

Cheaper imports

There 15 also fear that the Asian cri-
s15, which has led to the depreciation
of currencies 1n those countries, may
result 1in South Africa being flooded
with cheap car imports

Industry sources say the drastic
reduction 1n tariffs from 115 percent

to almost 57 percent, may lead to a
number of car manufacturers whose
products were previously not seen in
South Africa, setting up shop 1n the
country for the first time

Addressing a press conference 11t
Johannesburg on Friday, Fiat Auto
prestdent and chief executive
Roberto Testore said he was confi-
dent that his company would hold 1ts
own 1n ‘a market bedevilled by sub-
dued performance”

Only 8 000 umts were sold
Fiat’s 1997 calendar year Fiat
expects a stmilarly dull performance
this year

The group expects to produce the
whole 178 family range” which
includes the Palio, the Siena. the
Palio Weekend, the pickup and the
van locally

i T O R s e s e e e e



Numsa slates
Mercedes on

Jrar

S )2k 1lae

Union of Metalworkers of South
Africa (Numsa) yesterday
accused Mercedes-Benz of South
Africa (MBSA) of stabbing 1t
in the back by uniiaterally
Implementing a workplace re-
organisation exercise

All 3 800 workers at MBSA,
most of them aligned with
Numsa, were advised last week
that they would either have to
accept voluntary severance
packages or face compulsory
retrenchment

“We take strong exception to
these unwarranted actions
which are ar..ed at backstabbing
the union and obviating bargam-
1ng 'council agreements,” said
Dumisa Ntult, Numsa’s national
spokesman

“It 18 paramount that when-
ever they think of work re-
organisation, they must negoti-
ate with the union at least six
months 1n advar%ce

“We are not going to accept
any forced retrenchments We
1ms1st on employment security
upfront, and the ohjective of the
union 1s job creation and not the
shedding of jobs That 1s our
bottom line.”

Ntuh said voluntary re-
trenchment package pro-
srammes were a growimng trend
1 the mdustry as the lowermg of
protective tariff barriers by the
sovernment began to be felt by
local manufacturers
This was confirmed by com-
pany spokesman Annalise van
der Laan, who said local manufac-
turers were under “severe pres-
sure” and that “new entrants to
the South African market were
highly competitive and have taken
asignificant share of 1, especially
in the small car sector”

The workplace reorgamisation
would start on March 1, she said

;




Roy CokayNE

Pretoria — Kia Motors, South
Ko:ea’s second largest vehicle
manufacturer, 1s to enter the
South African market from the
beginning of next month, Ray
Levin, the managing director of
Kia DNlotors South Africa,
announced yesterday

The announcement follows a
host of new entrants to the
South African market m the past
two years

Fiat Auto announced last
week that 1t planned to mnvest
more than R250 million over the
next two years m the production
of new models m South Afriea,
after the finahisation of a new
agreement with Automakers,
the holding company of Nissan
South Afrieca
This new agreement has led
to the establishment of a new
company, Flat Auto South Afriea,
which from July 1 will be fully
responsible for the mmportation
and distribution of all Fiat Auto
products in southern Africa

This week, Voivo Car Corpo-
ration, the Swedish car compa-
ny, aiso said 1t was to start the
assembly of two of 1ts models mn
its plant m Gaborone, Botswana,
which 15 operated by Wheels Of
Africa This plant 1s also sched-
uled from April to assembie
completely knocked down Hyun-
da1 models

Levin, who worked for the
McCarthy group for 11 years,
sald Kia Motors South Africa
had obtamed the sole franchise
to import Kia vehicles to South
Africa when the Imperial group
agreed to relmqush 1t

FHe said the entry of Kia to
the South African market
mmvolved an mvestment of about
R11 million by Kia Motors South
Africa, the main portion of
which was 1n stock

Levin said other costs
inciuded the setting up of a
head office 1n Kempton Park,
which employs five people at
present, but Kia would keep 1ts
structures as flat as possible to
enable them to have a smaller

mark up and ensure the vehi-
cles were competitively priced

Levin said Kia Motors South
Africa had the backmg of a
leading finaneial mstitution and
was set to become a significant
competitor 1 the South African
market,

He said the sales targets set
for Kia were an average of about
100 a month but building up to
about 500 a month m the next 12
to 18 months

The 1mtial range of vehicles
In South Africa will consist of
two models — the Sportage, a
mid-s1zed leisure orentated 4x4,
and the Pride, a compact 1,323
htre sedan

“Kia has an exciting range of
passenger and commercial vehi-
cles and we are already 1n an
advanced stage of plamming for
he expansion of the mogel range
1n South Afriea,” said Levin

Eleven franchised dealers
would open 1n Gauteng, Cape
Town, Stellenbosch, Port Eliza-
beth and Durban from February,
he said

LT/OR)29 )1/98

plant opens
next month

ROY COKAYNE

Pretoria — Pilot production at
the R250 million, completely
knocked down assembly plant
for Hyunday, the South Kor-
ean motor manufacturer, m
Botswana was scheduled to
start on February 17 this year,
Brian Simms, the company’s
chief executive officer said
yesterday

Pilot production was mi-
tially scheduled to begin this
month, but Simms said con-
struction had been delayed by
the heavy rams early last year

Simms said a total of 90
cars would be processed dur-
mmg the pilot production pro-
gramme “Depending on how
that goes, we will be able to
finalise a date for full produc-
t1on for mid-April this year »

Simms said the plant
would 1imtially only produce

the facelift Accent model



Fiat Auto to mvest R250m

RoY CokayNne

Pretoria — Fiat Auto was to -
vest more than R250 million over
the next two years to produce
new models 1 South Africa,
Robert Testore, the president and
chief executive officer of the
company, said at the weekend

The mvestment follows g new
agreement with Automakers, the
holding company of Nissan
South Africa, and the establish-
ment of a new company, fMat

Auto South Africa

The company would he wholly
responsible for the importation
and distribution on the market of
all Fiat Auto products — whether
completely knocked down (CKD)
or completely bwilt up ( CBU) —
and therefore directly 1 charge
of the development of Fiat and
Alfa-Romeo 1n South Afriea,
Testore said
. “The CKD products, which
would immediately comprise the
Uno range, would be assembled

at the Nissan-Automakers facto-
Iy 1n Rosslyn on a contract
assembly basis Testore said pro-
duction volumes 1 South Africa
could reach 25 000 vehicles a year
Fiat Auto products would be
sold to the public through a net-
work directly appomted by Fat
Auto South Africa Testore said
this network would, in practice, be
based on the dealer body already
estabhished through Automakers
He convinced that 1t was
through the mamtenance of

to produce ne

synergies with Nissan that Fiat
Auto could best serve the mter-
ests of and develop 1its customer
base m South Africa

Testore saad his company had
signed a new co-operation agree-
ment with Automakers on EFriday
because South Africa represent-
ed an mtegral part of Fat Auto’s
globalisation strategy

The new agreement with
Automakers would change com-
pletely its way of doing business
m South Afriea, but would “buald

192)

on the successes ahd spirit of co-
Operafion established with
Automakers over the past seven
years with the Fiat Uno model
and Alfa-Romeo range”

He said the direct mdustrial
Iinvestment of more than
R250 milhion represented the spe-
cific tooling for the production in
South Africa of the “178 family”
of cars, meluding the tooling for
all right-hand drive-specific
components

Testore said models of the 178

cars i

(1142

amily range would be assembled
at Automakers’ plant m Rosslyn
On an assembly fee per unit basis,
and would be launched m South
Africa m the second half of 1999

He said they expected to pro-
duce the whole range, which
included the Palio three-door and
five-door hatchback, the Siena
four-door sedan, the Palio Week-
end station wagon, the pick-up
and the van

[ 47 Sauer Street, Page 18
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Newbury reliriguish

D RN
s

uriving post at Automakers

Japanese take management control from year-end

ohn Newbury, who has headed Nissan
and Automakers in SA since 1983, 1s to
retire He will step down as Automakers
CE on July ! this year He will reman
Nissan charman and co-manage Automak-
ers with his Japanese successor, Toshio
Tanaka, before leaving Automak-

price war that wrecked profit forecasts not
only for Automakers but also for its com-
petttors Substaniial losses led to Automak-
ers being delisted from the JSE early In
1997, less than 18 months after its euphoric
arrival The rest of 1997 proved little more

ers altogether in December
Tanaka has been deputy CE
since last July when Nissan Motor
Co of Japan bought 51% of Au-
tomakers :
Newbury (56), has been mn- |
volved i motor retailing and
manufacturing for 35 years A
former BMW and Datsun car
dealer, he was brought 1n to res-
urrect what was then a struggling
Datsun SA 1n 1983 In the course
of the next few years, the com-

pany was taken out of the John Newbury

exit was a matter of tirme

Sankorp, and rechristened Nissan
SA 1n hne with the mternational name
change Later, the Automakers holding
company was formed to manage Nissan’s
diverse manufacturing, tmport and mar-
keting operations

Though Nissan SA's market share and
profits improved, 1t never managed to re-
gain the market leadership 1t had once
enjoyed Still, with the aid of Newbury's
Inspired decision to bring the Fiat Uno nto
the Nissan stable, for-
tunes rose to the
point where majonty
shareholder Sankorp
was persuaded to list
Automakers on the
JSE at the end of
1995

The decision |
proved a disaster Au- |
tomakers under-esti- §
mated the effects of a
new government-im-
posed motor industry
development  plan
that changed most of
the industry's rules Roberto Testore
One result was a bit- for Fiat

ter and prolonged m—————

new investment boost

rewarding, with Automakers’ share of the
year's new-vehicle market falling to below
10% — barely half what 1t achieved i 1995

The good news was the arrival of Nissan
Motor Co (NMC), which bought 51% of
Automakers for R360m NMC had delayed
an SA mvestment because of recessionary
problems at home but once those were
resolved, a move on SA was hevitable —
particularly as Automakers was already re-
sponsible for most
Nissan markets and
products m sub-Saha-
ran Africa

It was also In-
evitable that NMC
would put many of its
OWn men Into senior
| positions at Automak-
p ers Twenty-nine
| Japanese officials,
| mamly m techmcal
and production areas,
are based full-time at
Automakers’ assem-
bly plant at Rosslyn,
near Pretoria Their
arrival — resulted 1n
several semior SA di-

Arnold Fronrs

VOLVO

Swetde smell
of success

Swedish carmaker Volvo plans to
bulld up to 10000 cars a year at
Hyundar's new assembly plant n
Gaborone, Botswana Production of
Hyundal vehicles will start later this
year Volvo's 5S40 and V40 models,

rectors taking early retirement

A third newitability — Newbury's de
parture — has been consistently down
played by Automakers However, it was
always a matter of time before NMC took
management control ot the company Au-
tomakers’ image 15 almost indivisible from
that of Newbury, so NMC control was al-

. ways gomng o be difficult as long as he

remained with his intensely hands-on man-
agement style In December, the Japanese
will have had 18 months to learn the SA
business

After that, says Newbury, “I would not
want 1o stay on In any capacity ” He 1s not
sure yet what he will do — particularly as
he 1s selling a private venture, the SA
franchise for Mizuna golf equipment In-
terleisure 1s mentioned as a possible buyer

Newbury’s retirement 1s made easier, he
says, by the fact that Automakers 1s 1n good
hands Not only has NMC commutted 1itself
to resuscitating the company, but last Fri-
day Fiat Auto of Italy promised R250m to
tool up for new Fiat models at the Rosslyn
assembly plant

Flat has created a new company, Fiat
Auto SA, responsible for the import and
marketing of all Fiat products from July 1
Automakers will continue to builld most
Flats at Rosslyn but others, and all Alfa
Romeo cars, will be imported Though Fiat
will estabhish its own dealer network 1n SA,
this will be centred on the existing Nissan
set-up

Automakers will continue to build the
Uno According to Fiat Auto president
Roberto Testore, the R250m will be spent
on the new Palio range, already popular
overseas Production will probably start in
the middle of 1999 It will also enable
Rosslyn to produce all specific rnghthand-
drive components for Palio's international
market

Fiat's investment will continue to provide
emplovment for about 800 people within
Automakers, but new jobs will total less
than 100 David Furlonger

E;IANCIA—L MAIL _jANUAEY 30 T998




Pretoria — Imported yvehicles
will account for more than 30 per-
cent of the South African market
in the not-too-distant future
according to ‘Manny de Canha,
the managng director of Associ-
ated Motor Holdings, an mmport-
ed vehicle distributor

De Canha said vehicle sales 1n
Sonth Africa last year were prob-
ably very close to an all-time
record 1f all sales of AMPOrts and
exports by local manufacturers
were added to official figures
provided by the National AssoCl-
ation of Automobile Manufactur-
ers of South Africa

He said the development of
the motor mdusiry Australia
was virtually a mirror reflection
of 1ts development loc ally and
could help m puttng together a
strategy for the South African
mdustry

In Australia the local
manufacturers “saw their market
share dimuush by 4 percent and
gamns beng made by mmporters,
who accounted for a record
61,5 percent of the market”, he
sa1d “As m Australia, where 1m-
poris are sourced from 19 coudl-
tries, (South African) ymports
will also ncrease locally m the
near and medium-term future,

mereasmg the competitiveness of
the market ”

— e ——
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Numsa upset over trad

By Ahdul Milazi
THE National Union of Metal

Workers will meet Munster of
Trade and Industry Alec Erwin
next week to discuss the recent
trade tanfts reduction which led
to the loss of about 500 000 jobs
in the motor industries

Numsa spokesman Dumisa
Ntulr said the massive job loss was
the result of the Government's
“over-ambitious tariff reduction
programme’ and the Growth,
Employment and Redsstribution

programme (Gear)

Car manufacturers and unions
are already feehng the pinch, with
Mercedes-Benz Toyota and Opel
Delta cxpected to retrench over
700 workers thus month

Mercedes-Benz South Atrica
says it was torced te retrench
because of the growing cnsis n
the motor industry and the dam-
aging results that have emerged
since the scrapping of the old
local content programme and the
Motor Industry Development
Programmes

—_— — —_ .

Ntuli said the scrapping of the
two programmes exposed local
manufacturers to harsh interna-
tional compctiion

"Numsa welcomes competi-
tion but we also behieve that locdl
companies should be protected by

Government Nl sard
‘Foreign  companmies  work
from countries hke Botswana

where they don t pay tanitfs and
use cheap labour which 1 why
they can afford to sell their prod-
ucts at very low prices

‘Local companies are in turn

BIX[AE (/7
¢ tarift:

/‘?2

@

forced to cut their spending and the
first obvious area 1 manpower’

He said most ol the about
500 O} retrenc hme nts took place
after South Africa became a sig-
natory to the General Agreement
on Trade and Tanfls (Gatt)
Marahesh Agreement

The hasty Government tareff
reduction programme  coupled
with the restnictive Gear policies,
have gone over the top m slashing
tarttfs to zero percent instead of
the 20 percent required 1in terms
of Gatt, said Ntul




Naamsa says timing and scale of interest rate cuts will be critical

Car makers p

RoY COKAYNE

Pretoria — The timing and scale
of interest rate reductions were
the key factors determining the
level of new vehicle sales durmg
the year, Nico Vermeulen, the
director of the National Associa
tion of Automobile Manufactur-
ers of South Africa (Naamsa),
sald this week

“At this stage, the industry
generally expects busmess condi-
tions durmg the first sixx months
of the year will remain difficult
But condifions may improve dur-
mg the second half in hne with
projected reductions 1 interest
rates,” he said

Graham Hardy, the marketing
director of Volkswagen South

1514
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Africa (VWSA), said that on an
annualised basis, new car sales
performance 1n January was con-
sistent wath a forecast of 235 000
new car sales in the year This

was 2 percent lower ‘[Can the
239 755 sales achieved 1n 1997
Hardy said the January sales
levels were consistent with the
view that the sales cycle would
begin 1mproving quring the sec
ond quarter of 1998, as the rate of
decline m the cycle was clearly

slowing down

“The projected mmprovement
1 vehicle sales durimng the second
half of 1998 1s based on several
factors, including the expectation
thag ’expﬂ‘f’ 4%y1ll contiue this
3#93{;@1@“:‘11 ﬂi’d n 1997, inflation
will Féiaih ﬁrmly under control,
there will be some easing 1 1n-
terest rates, there will be ongong
real 1ncreases 1n wages and
salaries, and there will be some
recovery in the stock exchange

ut best face on losse§
AT TR

“Downward pressure on car
prices coupled to some aggres-
sive price competition 15 also
expected to continue this year,
mawnly on the weakness of the
southeast Asian currencies as
well as the relative advantage
gained by the South Korean
motor companies,” said Hardy

Tony Twine, a motor industry
analyst and director of
Economeirix, said January was
seasonally an extremely weak
month for vehicle sales

The chief executive officer of
McCarthy Motor Holdings,
Brand Pretorius, said that last
month's total passenger vehicle
sales were the second highest
recorded for the month of Janu-
ary 1 13 years
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Faced with increasing competition, East-

Soon, you could be able to order a
car made to your specifications

start to listen

pe motor manufacturers are moving

ern Ca

re not yet at the point where we can

They’
walk mto a showroom and customise the

chariot of our dreams on a com
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finance, order the car
ys later, but they're

One even hears talk of “wvirtual motor

and have 1t delivered fresh off the

duction line three da

getting there fast
companies” by 2004
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Car .ke %

face crisis..

unprotected
Lucia Mutlkam Gc'a

QQ%RNMNT 15, not -
rFOﬂEldEﬂﬂg shlﬂ:mg
E@d& gnhc y for the mo-.
tor, industry to prutect
Iocal manufacturers
from the expected on-
slaught by Asian car
and component manu-
facturers, the trade
and mdustry depart-
n ment 88YS.

But, Jnhan Cloete, the
heéad of the automotive
assemblers-and compo-
nents manufacturers

directorate withm the .

department, said 1t
wmﬂd look at the situ-

. ation if there was an
influx of components
from Asia.

“We late’ not makmg any
polidy. changes. The
motor, mdustry devel-
up t plan is_rela-

y large and Ehuuld
a:[fo protection,”

Asia’s 'eurrency turmoil,
anti .the dramanc de-
prem;atmn of the Kore-
an’ won 1n parficular,
haslprumpted analysts
to warn its components
will become so compet-
1tive that the SA max-
ket 18 1 danger of.be-
ing swamped.

“The mnported content of
locally . manufactured
cars, 1s likely to nse,

” whlle cexports of SA

{ cumpunents may fall
as ', motor cumpames
turn to Asia for-su
plhes,” an analyst sa1

National Assnclatmn of
Automotive Compo-
nent and Allied Manu-
facturers executive di-
rector Chve Wilhams
said that although;the
mdustry had nut yet

d feeling the ef-
fec{'.s of agn aggresﬁswe
e ve om
Aggl:g{lt manufacturers,
the., local mdustry

Dee ed, some prntec—

t;g;@,to survive -

4
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Motor indugtry uncertainty ‘hampering growth’:
(192 b g[8 .

It1s now 1n midterm review. acturers of SA), Numsa
UNCERTAINTY over govern-

(the National Union of Metal
Workers of SA), the Motor Indus-

tres Federation and government

years ago to R15bn. Rationalisa-
tion had not taken off effectively
and there was the need to reduce
the number of models to between

r:mmm Mutikani

menﬁpmm_mnﬁﬁdmmﬁmﬁau
N( Clive Wilhams saad that al-
Eﬂm’ﬁmmywmhmcunm?mﬂcnﬁﬁ,

though growth in components

dustry development plan came to  had been good, lack of clarity over
the direction the industry would
take after 2002 was hampering
further growth. Exports in 1994
were worth R2bn, msing to
R3.,5bnin 1995 and R4bn in 1996.
“Exports are expected to show
further growth 1n 1997, We are
working with Naamsa (the Na-

tional Association of Automohle

an end, was hampering automo-
tive’, component export growth,
the National Association of Auto-
motive Component and Alhed
Manufacturers {Naacam) said.
The development plan, which
was launched 1n 1995 to remove
muﬁmnﬂcn barriers within the m-

ustry, endsm 2002.

L) -
."rm s

H. 1 ¥ "

towards saying what should be mn
place after 2002.”

While the development plan
was meeting objectives m some
areas, it was not in others,
Williams said. Shortcomings
were rationalisation, employ-
ment and the trade balance

The trade deficit for the mndus-
try: had grown from RS5bn five

15 and 20 by 2002 to make man-
ufacturers more vaable

“While accepting that total
protection 1s not good, 1t 18 not
feasible to hive without some pro-

tection because of our small yvol-
umes We need some form of sup-
port from government. The ques-
fions are how much and what sort
of support,” Wilhams said.
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Numsa meets over

Toyota la - pl

Roy COKAYNE

Pretorta — The National Union
of Metalworkers of South Africa
(Numsa) held a mass meeting at
Toyota South Africa’s manufac-
turmg plant i Durban to obtain
a mandate on “appropriate ac-
tion” about retrenchments at the
plant, Dumisa Ntuli, a Numsa
spokesman, said yesterday

By last night Ntul: had not re-
ceived a report on the meeting

Ntul said that, as a first op-
t1on, Numsa would “engage with
management on alternatives to

" the retrenchments” This could

include new skills trainmg for
workers and a reduction mn pro-
duction hours, he said

Toyota confirmed earlier this
week that about 500 workers at is
manufacturmg plants m Durban
would be retrenched this year

oT (P 12..

01 Qqa-
H Gazendam, Toyota's

group human resources director,
sawd yesterday the retrenchments
would not affect only lower paid,
unskitled workers

“It 18 a focused retrenchment
programme affecting employees
from senior management level
downwards,” he said

Gazendam said there would
also be rationalisation in the
Stampimg Dwision and the mar-
keting and head office operations

He said the process of staff re-
duction had at all times been the
subject of consultations with
unions and affected employees

Gazendam said Toyota had
been reducing its total staff over
the past two years He said this
process was mitiated to ensure
that the company remained able
to meet the challenges of an -
creasingly compefitive market
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Toyota plan
to retrench
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THE Nation nion o
Metalworkers ©

(Numsa) has vowed to
figcht Toyota SA’s move

to retrench at least 800
workers at 1ts KwaZulu-
Natal plant as part of the
company’s plans to grap-

ple with deteriorating
market conditions. |

Numsa spokesman
Dumisa Ntul: said Toy-
ota was reneging on a
promise made late last
year to hold off retrench-
ments and to give the
umion ample time to m-
form workers about the
company’s intentions, as
well as to come up with a
solution.

Toyota had also com-
matted;itself to sending
workers to Japan for
tratmng, but now they
were - “backstabbing
workérs by employmg

Japanese workers”,
Ntulisaad
The decision was tak-

en umlaterally. without
mfurmn;i the workers,
despite the fact that the
measures to be imple-
mented would have an
adverse effect on, jobs,
Ntuh said
The umon had also
learnt from news reports
that the company was to
mvest R1,5bn on expan-
sion by miroducing a
new'car model to their
range. |
A meeting 18 sched-
uled for later thas month
to inform workers of the
developments and to get
a mandate from them on
how to resolve thessue.
+ zToyota management
could; not be reached for |

comment.
vy ke |
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STAFF cuts at Toyota SA had
been the subject of consultations
with trade unions over the past
two years, and for the National
Union of Metalworkers of SA
(Numsa) to say they were not con-
sulted was “mischievous and -
correct”, Toyota SA group human
resources director Harry Gazen-
dam said yesterday

He was responding to an an-
nouncement by Numsa that it
would fight the retrenchment of

“workers at the company’s Kwa-

Zulu-Natal plant Gazendam said
Toyota had held more than 10
meetings with Numsa simce Au-

" gust last year to discuss matters

pertaining to the rationalisation
process The company had fol-
lowed the correct procedure on

- staff reductions, laid out m the
" motor industry’s natwonal bar-

gdaimng structure
It was 1naccurate that more

—_—
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t
because of rationalisation About
200 people would be retrenched

T%e largest number of re-
trenchments would be at the Toy-
ota Automotive Component A
plant, which supplies components
to the KwaZulu-Natal plant

A total of 380 people would be
affected “from top to bottom and
not just junior workers or Numsa
members”, he said

Gazendam said 1t was unfortu-
nate that workers would be affect-
ed by this, but 1t was a business
decision The plant was too expen-
s1ve to manage as 1t was very old
and most of 1ts equipment was ob-
solete It was also too far from the
main plant, which 1t suppled

The plant’s activities would be
shifted to a different component
plant and some of the people
would be accommodated else-
where, he said

“It is upnfortunate that some
workers will have to be re-

——_

—_— —_——

‘mischievous and incorrect’

trenched, but we are doing all we
can to make sure as few people as
possible are retrenched ”

He denied that Toyota had re-
neged on a commitment to send
workers to Japan for a three-week
speciahised tramming course, say-
ing that about 50 manufacturing
workers, ncluding two Numsa
shop stewards, had been sent to
Japan for traiming last year

“As recently as October or
November last year, two Numsa
shop stewards were in Jagan for
trazming, and to say that the com-
gany 18 replacing the workers wath

apanese workers makes no sense
at all,” he said

Gazendam said that as a result
of Toyota SA’s close ties wath the
Toyota in Japan, seven “very se-
nior” Japanese employees, mainly
engineering and gquality experts,
had been sent to SA to assist with
traiming programmes They would
also help improve Toyota SA’s
technology




By Abdul Milazi and
Shadrack Mashalaba

HE National Umon of
Metalworkers of South Africa
(Numsa)} has accused car
manuofacturers of taking
advantage of the confusion created by
the reduction of tanffs to carry out
mass retrenchments

Numsa's accusation comes after
the planned retrenchment of 500 peo-
ple at Toyota South Africa’s Durban
plant Toyota laid off 240 workers late
last year

Mercedes Benz and Opel Delta are
expected to retrench more than 700
workers between them this month

All three companies have argued
that they were forced to retrench
because of the growing crisis n the
‘motor industry and the damaging
results that have emerged since the

the motor industry this year

scrapping of the old local content pro-
gramme and the Motor Industry
Development Programmes

Numsa spokesman Dummsa Ntuli
said workers who face retrenchment at
Toyota are those employed at the
Toyota Automatic Components, Toyota
Stamps Division and Toyota South
Africa Manufacturing plants i Durban

Ntuli, however, said this was no
excuse for car manufacturers to
retrench inchscriminately

He argued that about 300 000
workers were retrenched 1n the motor-
ing industry after South Africa became
a signatory to the General Agreement
on Trade and Tanffs (Gatt) Agreement
in 1994

Toyota South Afnica spokesman loe
Thompson confirmed that he compa-
ny would be retrenctung 500 workers
later in the vear

Ntuli smd Toyota never consulted
workers on the retrenchment but
mformed Numsa last month that it
mtended retrenching 500 workers

‘ Despite agreements in the past that
strategic decisions dealing with com-
pany issues were to be discussed with
workers. management still believes 1t
1s its prerogative to plan without work-

ers,” sard Ntuli

Toyota 15 to mvest R1.,5 billion on
an expansion propramme  which
mcludes the introdu tton of a new
vehicle, expected to cost R1,5 million

L

——



%

\Expol'ts are

18 ECoNomY & BUSINESS

MOTOR VEHICLE SALES

}rnamng ahead

\

Industry development plan spurs
manufacturers on

The domestic market may be 1dling, but
exports of SA-made vehicles are accel-
erating at a spectacular rate SA man-
ufacturers exported 19 569 vehicles in 1997
— a 69% mcrease on the previous year
Analysts expect a further sharp rse this
year

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

Much of this activity 1s the result of
tncentives in the two-year-old motor 1n-
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 1ts 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
ttime when the domestic market shows few
signs of strengthening

McCarthy Motor Holdings chairman
Brand Pretorius takes the posttive 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 1m-
provement in the near future and the con-
sensus 15 that the total market for 1998 will
be down for the second year 1n a row

Part of January's market problem, 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 1n  certain
provinces, notably the Free State and West-
ern Cape, which affected commercial ac-
tivity 1n those areas David Furlonger

@\/ )

JANUARY VEHICLE SALES

Manufacturer

- =

VW

Cars
CitGolt

Number
of sales

Total %o of total

1207

Polo

1187

Golf/Jetta

1079

Audl A4

500

A6

136

A8

9 4 218 24,1

sales car market I

l Samcor
| Toyota

Coralla

1783

Congquest

1515

Camry

219

BAV4

33

Lexus

10

Landcruiser

)

Prado

71

Previa

2 3 637 20,8

SN LIGHT COMMERCIALS

Number of sales % of market IS

Delta 2 101
1772
1 636
Nissan 1 266
VW 379
M-Benz 206

Land Rover 50

28,4

Samcor

Tracer/Midge

1043

—hesta/lSoho 674

Telstar/626

143

rord Escort

301

Falcon

a9

Mondeo

32

Explorer

5

Mazda Etude

Pajerc

Spacegear

Jaquar

2 643 19,1

Astra/Kadett

Corsa

Saab

Suzuk

C-Class

E-Class

S-Class

SLS

ot K

Honda Ballade

Odyssey

Prelude

CR-V

8MW

3-Sernes

5-Seones

7-Senas

Nissan

Sentra/Sabre

Maxima

Fiat Uno

Alfa Romeo

Sani/Patrol

Other

_1808 Iﬂﬂ? fhan '8
lan 7410 7967 967 -?
Dec (7 363) to Jan +0.,6

Number of sales % of market
T e

M-Benz 82 27,5
Toyota 77 25,8
Nissan o1 17,1
Delta 40 13,4
lveco 22 7.4
Samcor 21

AAD

1998 1987 ﬂlaﬁge

Jan 298 32 -2
Dec (255) to Jan +16,%

HEAVY COMMERCIALS

LR RN P ALY

Number of sales % of market
]

M-Benz g2
Toyota 65
Tyco 53
Delta 40

. MAN 39

Nissan 33
lveco 21
ERF 11
Freightliner 10
Scamia 10

AAD 6

g Daewoo

Cielo

Espero

Lanos

Nubira

Chrysler

Jeep

Neon

Vovager

Land Rover

Discovery

Defender

Range Rover

Peugeot

306

406

806

Subaru

January

impreza

Legacy

1998
17 496

1997

% change
19 835

-11,8

+6,3

[ Dec (16 453) to Jan

_1898 1997
Jan 380 413 -8,0

Dec {345) to Jan -1.3

TOTAL VEHIGLE SﬂI.ES

nh..d-u-u.l

Number of sales % of market
5415 21,2

1908 1997 nhaﬂrllﬁge
Jan 25584 28597 -105
Dec (24 456) to Jan 44.6

Seurce: NATIONAL ASSOCIATION OF AUTOMOBILE MANUFACTURERS OF SA

FINANCIAL MAIL FEBRUARY 13 1998




ADE’s export

Roy CokayNE

Pretoria — A R400 million export
contract secured by ADE, the
Cape-based diesel engine manu-
facturer, to supply 10 000 engines
to Unecamoto i Cuba was on
schedule and due to be completed
by October this year, Ron Shires.
the managing director of ADE,
saitd yesterday

Shares also said ADE was
discussions with Cuban authori

/72 )

ties abotrt the pﬂSSlblllty of sup-
plying the Cuban market with
additional products and parts

He said no contract had been
concluded yet but 1t depended on
the capacity of the Cuban
authorities to support such a
contract financially

“But our product has been
very well accepted, and we have a
wonderful relationship with the
Cubans We have several thou-
sand engines 1n service m Cuba,

c7/ /%

/d”‘/fﬂ/?f

are giving good service

Fr UHI & bUSINess perspective,
things could not look better
there ' Shires said

The engine contract secured
by ADE at the beginning of last
year 1s for the supply of diesel
engines for the repowering of
various machines for cominer
cial use 1n the Cuban sugar and
transport mdustries

There was speculation when
ADE first announced the contract

and th

‘on schedule’

that the deal could lead to deterio-
ration m US-South African reia-
tions because 1t ran foul of US
foreign policy

Shires said ADE had “not
heard a whisper” i this regard

A US Embassy spokesman
said last year that US policy saw
any transaction with Cuba that
supported the government of
Fidel Castro as slowing down
Cuba’s transformation to a demo-
cratic country
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ADELE SHEVEL

Johannesburg — REI sharehold-
ers had committed over 75 per-
cent of REI shares to accept CB
Commercial’s merger offer and
would sell their shares to CB
Commercial, the two property
companies announced yesterday

The offer values REI, whach
Operates as Richard Ellis outside
the UK, at £57.95 million, subject
to attainment of certain financial
targets for 1997

The new firm will be called
CB Commercial-Richard Elhs

David Read, the joint manag-
ing directer of Richard Ellis
Africa, said he was confident this
development would boost the
local office’s foreign currency
earnings

“This past year has seen a
very significant mcrease mn inter-
national projects handled by our
local offices,” Inciuding recent
valuation projects m the Nether-
'*nds, Kenya, Malaw1, Mozam-

M Swaziland and Namibig,

- uung others, he said

ich

Pretoria — Final consensus on
measures to fight illegal vehiele
Imports, mcluding the possibie
confiscation and scrapping of
legally imported vehicles and
some form of amnesty for owners
who had unwittingly acquired
them, would be reached later this
month, Gary McCraw, the direc.
tor of the National Automohile
Dealers’ Association (Nada), said
yesterday

He said consensus would have
to be reached on a blueprint doc-
ument for the government.

“All thé interested parties
must subscribe to the document
so there 1s no doubt about the
way forwargd ”

Nada 1s heading an action
commitiee that has been consid-
ermg possible measures to fight
the mflux of used vehicie 1m-
ports mto South Africa.

Representatives on the action
committee mclude government
departments (such zs {ransport
and trade and Industry), customs
and excise, border police and the
South African Revenue Service
(SARS) Private sector repre-
sentatives include Business

1n0oon

N ore 2k )

'1onal
sociation of Automobile Manu-
facturers of South Africa, the
Motor Industries’ Federation,
Nada, the mmsurance industry,
banks and the transport consul-
tative commatiee

It 15 estimated that between
27000 and 37000 cars, bakkies,
leisure vehicles and luxury mod-
els and between

I vehicles

/5 /3 /98

to be’agreéd 12:011 mclhaded what
to do about the importation prob-
lem and how to handle and police
problems of illegal used vehicle
miports i the future,

There are mixed feelings
about both the confiscation and
amnesty plan Some banks were
unwittingly nvolved in fundng
illegal vehicle imports while

some consumers had

8000 and 10 000 b unknowingly bought
trucks are fliegally | Some banks them Both would
mported mto South . suffer loss if these ve-
Africa each year, }are unw:mngbf hicles were confiscat-
resultine m lost cus- . . ed and scrapped.
toms and excise du- "],VO,VEd n MecCraw said the
ties, VAT and motor  § the ﬁmdfng National Traific In-
Indusiry revemie, I formation System,
McCraw said a of i fegﬂf which was scheduled
lot of discussion ‘ . to be 1n operation
had taken place at a Vemc,e fmpo ris from last month but

meeting of the
action commiftee lasi week but
consensus could not be reached,
particularly on the 1ssue of an
amnesty

He said all the interested
parties had gone back to their
constituents and the final docg-
ment to be presented to the
government would be thrashed
out on February 27.

McCraw said the mam 1ssues

had been delayed by a
few months, was regarded as a
possible solution to 1llegal vehi-
cle mports
He said once all the manu-
facturers and vehicle Importers
were on the system, 1t would
prevent Hlegally imported vehi-
cles or mcorrect records being
put onto the system and wouid
brevent the regisiration of
these vehicles




Spendmg by motor

Roy I{AYN

Pretorla — Total capital
expenditure by the motor
mdustry was expected to
rise by 63 percent, or
almost R802 million, to
R2,067 billion for thas
year, N1co Vermeulen,
the director of the
National Association of
Automobile Manufactur-
ers of South Africa
(Naamsa), saxd yesterday
The total capital
expenditure by the motor
industry last year was
R1,265 billion In 1996 1t
was R1,171 bilizon
Tn an mdusixy review
for the three months to
December 31 last year,
~ Vermeulen said this
year’s capital expendi-
fure on plant, machinery
and production facilities
r was- expected to mcrease
bya total of 217,17 percent
or' R640,4 million, to
reach R935,3 million com-
pared to last year’s
R294 9 miliion
A total of R409,6 mil-
lion was spent on plant,
machimery and produc-
tion facilifies m 1996
He said a further
R907,3 million was ear-
marked for product, local
cnhtent and export mvest-
ments compared {o
R799,7 miliion last year

mdusﬂ A qg

se, 030
43)

smd R586,1 milion 1 1996
Vermetlen said the
halance of the projected
capital expenditure thas
year comprised a tntal of
R153,6 milhon on original
equipment mfrastruc-
ture, mcluding re search
and develupment engl-
neering and techmcal fa-
cihities, and R70; Bgm]]mn
on land and buldmngs
Turning t¢ employ-
ment levels and trends, he
said the number of people
employed by the motor
mdustry had declined by
9.9 percent, or 1084 Jobs,
from 36939 at the;end of
e third quarter last year
to 35 855 at the endof the
fourth quarter. | °
However, Vermeulen
said the 1ndustr3r S
monthly average employ-
ment complement durng
1997 was 37°082j,only
1,8 percent lower: than the
motor maustry’s, average
monthly emplnyment of
37 764 1 19396 :4
Empluyment i the
mndustry 18 related to the
state of the market, which
saw difficult domestic
trading conditions last
year because of the gener—
al pressure on cunsumers
disposable 1ncome, the
further SlﬂWdﬂWﬂ mn
sconomic activity and
high mterest raies,

E-__-__-_—-———-—_-_




Toyota earnings {03\
expect% t cg‘%!a@
_ DURBAN — Ve c}’l% 511 %mpnn&nt

@ s manufacturer Toyota SA is expected to
post lower earnings in the year to end-
December compared with 1996, amid
continued tough retail conditions in the

, automotive industry.

-t " Toyota SA, which is 27,8%-owned hy

“ULt Tanan’s Toyota Moetor Corporation, 1s
scheduled to report its results later to-

Mo gay, Analysts forecast earmngs per share

% 1n arange of 420¢-485 with consensus at
457 8¢, a dip of 5% from the 482,4¢ po-ted

van 1996 They expi ot a dividend ot be-

"' tween 85¢c and 88¢ a share, av ragima ¢

"1 vergiis 88c the year before

“They are operatmg with a proiit mar-

ALt oin gqueeze,” one motor sector analyst

16" gand, “Toyota is moving towards <ellmeg a
whole mix of cheaper vehicles and they

“fﬁ gre 4 1ot les~profitable ©

PAT T gA’ motor secbor has been charac-

W+ terised by ficree compe ilion 2~ mamtac-

2" turers cut prices to win market shate 1n

Vi gn enyvuonment of shuggish economu

; growth, Cﬂﬂpléd Withr]:mg cheap vehiele

mport=

o p According to manufacturer ~ asdocia-

~*% tion Naamsa, total new velucle sales fell

i+ g ge, 1ust year to 366 8568 umis Tovota,

. however, sud m January 1t had ~old «

O pecord 101 111 vehucles during the 1Z-

br month perzod

e Alfhough analysts praised Tosotas
strong brand, dealer network and «ffi-
cient manufacturmg they forecast anoth-

(Y% or tough year ahead. “Trading conditions
are probably at the worst they have v er

[ been in terms of margins in the motor
mdustry,” one saxd. — Reuter

1)

ﬁ'i.'—'_'

A
ooy YR .
L -

» ¥ 4
A1 tow el
L R



AF B i

UNDER PRESSURE Bert Wessels, executive chawrman of Toyota SA,

who says demand for entry-level cars will grow

PHOTO JOHN WOQODROOF

Toyota’s income hit by
competitive car mmg( t
793)

cT /m

Roy COKAYNE

Pretoria — Extremely compeh-
tive new vehicle market condi-
tions and an ever-increasing mar-
ket share of low-margmn,
entry-level vehicles contributed
to Toyota South Africa, the motor
maker, yesterday reporting an
18,3 percent decrease 1n operat-
Ing mcome to R251,90 million
the year to December 31 from
R308,39 million 1 1996

This was reflected m operat-
g Imncome as a percentage of
turnover fatling from 5 percent
to 3,8 percent, despite turnover
risimg 5,7 percent to R6,58 billion
from R6,21 billion

Earnings a share, which
equated to headline earnings a
share, were 420,2c a share com-
pared to 482,4c a share last year

Bert Wessels, the executive
chairman, said profit margims of
motor vehicle manufacturers
were likely to remain under
bressure He said competition
was expected to remain fierce
and there would be further
demand for entry-level vehicles

Net mcome attributable to
ordinary shareholders fell

12,9 percent to R170,208 million
from R196,170 million in 1996

513494

A final dividend of 73c a
share, compared with 64c a
share last year, boosted the total
dividend for the vear to 97c a
share, compared with §3c 1n the
previous year The total divi-
dend was covered 4,3 times com-
pared with 5,5 times last year

Wessels sa:d every effort was
taken to reduce costs and 1m-
prove efficiencies and the bal-
ance sheet reflected a further
mmprovement 1n the finaneal
health of the group

He said the lower level of
current assets — R1,43 billion
compared to R1,60 billion in the
previous year — was a result of
effective management of mven-
tory levels and receivables

“Some R306 million was
spent on piant and equipment,”
he said

Wessels said the group was
in discussions with Toyota
Motor Corporation of Japin, as
the substantial shareholder, “to
establish consensus on accept-
able medium-to-longer-term
objectives for the group regard-
Ing factory utihisation, market
share, exports, new ventures
and financial matters”

L] Business Watch, Page 16

Roy COKAYNE

Pretoria — New car sales
plunged 23,3 percent, or 5290
units, to 17 437 units last
month, compared with 22727
unit sales 1n February last
year, according to figures re-
leased yesterday by the Na-
tional Association of Auto-
mobile Manufacturers of
South Africa (Naamsa).

But Nico Vermeulen, the
executive director of Naamsa,
said February last vear “had
been a particularly strong
month for new car sales”

New vehicle sales m each
of the four segments — cars
and hight, medium and heavy
commercial vehicles — had
registered farther declines
compared with the corre-
sponding month a year ago

Sales of new light commer-
c1al vehicles, bakkies and
mmibuses fell 11,1 percent, or
1047 units, to 8 354 units last
month,

This compared with 9 396
unit sales 1n February last
year

Medium truck sales of 434
units last month were 12 per-
cent, or 59 units, lower than 1n
February last year, while
heavy truck sales at 518 units
were down 21,1 percent, or 139
units, n the same period

Manufacturers have ex-
pressed concern about the
long-awailted interest rate
cuts, saying their ttmig and
scale would be vital 1n deter-
mining the dwrection new ve-
hicle sales would take this
year.

February i1s a month which
traditionally does substantial-
ly better than January

The results will probably
cause an mdustry revision of
forecasts and put at risk earli-
er predictions of 235000 pas-
senger car sales for the year
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BUS INDUSTRY

EXport contract
raises storm

Queries over government guaraniees

A contract awarded to Hammanskraal-
based Durabwild to build 1200 semiluxury
commuter buses for a Peruvian transport
company has created a storm of protest in
the industry

Durabuild 18 100% owned by the North-
West (Province) Development Corp

The Industrial Development Corp will fi-
nance the deal with an mterest-bearing
loan, and the Trade & Industry Department
will oversee the inter-country and nter-
company regulatory financial procedures
Credit Guarantee Insurance Corp will pro-
vide msurance and a foreign company will
be the reinsurer

Busaf MD Rob Duff 1s concerned at the
“uncommerclal trading” of this State-
owned company “I am concerned that a
government-controlied orgarsation gets
an order of this magnitude If the order was
secured by a government guarantee, why

ECONOMY: & BUSINESS B

¢ b3 Jag

was a simtlar tacthty not extended to pii-
vate-sector companies?”

Busaf, SA’'s major bus builder, has been
savaged by recent trends in the industry
and has had to close manufacturing fa-
ctliies because of the fall-off in local de-
mand for buses

The Dorbyl-owned company had to close
its Port Elizabeth factory recently, cutting
200 jobs In 1989 the plant employed 1 200
people

Last year 432 buses with a gross vehicle
mass of 7 500 kg and more were sold lo-
cally This was up on the 288 sold m 1993,
the industry’s worst year 1n the past 12
years, but well below the 723 sold 1in 1986

Worse news may be ahead Mauro
Bellini, SA director of Marcopolo of Brazil,
the biggest builders of bus bodies 1n South
America, says his company has its sighis
trained on SA It exported 50 luxury
coaches to SA last year They sold here for
between R1,2m and R2Zm “We'll sell more
this year,” he predicts

Durabutld financing and marketing GM
Chris Oelofse says production of the first
250 buses, worth US$48m, will start in
May

The last of the mmtial order must be
delivered by February 1999, when produc-
tion of the remaining 950 can start

Oelofse says Durabuild won the order not
because 1t could build buses cheaper than
other manufacturers, “but because the
package pleased the transpott company,
Transportes Urbanos Lima (TUL)

"It includes a prototype, spares and tech-
hical support by our peopie in Lima *

The bodies will be built on chassis 1m-
ported from the US, complete with Cum-
mins 130 KW engines, four-speed auto-
matic gearboxes, final drives and axles
They will be fitted with SA tyres, which will
bring the local content to 62%, and the body
to chassis pricing ratio to 46 54

Oelofse says TUL operates a scheme
similar to SA’s dniver-owner schemes It
buys buses and leases them to operators

Durabulld will employ an additional 240
people, and 1s creating a dedicated pro-
duction line to service the contract

Mercedes-Benz commercial vehicles GM
Geolf du Plessis says the deal 1s a big step
forward for the SA bus body industry How-
ever, he asks "how bodies can be built in
SA that can compete, even roughly, as far
as price 1s concerned, with bodies built in
South America, which are among the
cheapest in the world ” He also warns “it
will be a challenge for Durabuild to deliver
on time, and to the quality spectfied ”

David Pincus
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Russel! Roberts

SAMCOR

Ford a_tten_mt_s t_n shrug off
that 'Tin Lizzie 'm%ﬁ Z "

9,

Car of the year award could do much to alter perc ptions

en Ford's little Fiesta was voted
1997 Car of the Year last month by
the SA Guld of Motorng Jour-

nalists, the car's name was matched by cel-
ebrations within the SA Motor Cotp (Samcor),
which bulds Ford products in SA

Not only was this the first time a Samcor
product has won the annual award, it also
suggests long-awaited recognition that
Ford 1s once again a name to be reckoned
with in the local market

After the US auto giant disinvested from
SA n 1987, Ford's reputation plunged
Though the name remamed, local Ford
products were no more than disguised
Mazdas, which are also built and dis-
tributed by Samcor With little Ford 1dentity
and no direct Ford management mvolve-
ment, controliing shareholder Anglo Amer-
tcan Industrial Corp (Amic) seemed at a loss
how to reverse the slide

Only with Ford's reinvestment in 1994 did
the picture change When American ex-
ecuitve Jim Miller took charge in January
1995, he found Ford market share and
morale In a sorry state The challenge was
to rebuild Ford credibility without damaging
Samcor’'s other marques — Mazda and
Mitsubisht — which were n better shape

By the time Miller left in mid-1997 to
become deputy president of Mazda n
Japan, he had turned Samcor, and Ford, on
their heads He had also been blamed by
competiiors for a bitter, drawn-out price
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war that caused several SA manufacturers,
Including Samcor, to lose mitlions of rand
Of course, 1t takes more than one side to
wage a price war, and other companies
were Just as willing to fight It should also be
remembered that Miller didn't fire the open-
Ing salvos In any case, changed industry
legislation, including reduced protection
against impotts, made a scrap inevitable
Under Miller, Samcor's cut-pnice tactics
sent market share soaring Mazda and Mit-
subisht both gained but the mam ben-
eficlary was Ford Remntroduction of “gen-
ume” Ford products, such as the Escort,
Falcon and Fiesta, have returned a sense of
identity to the brand
But Escort and Falcon sales have been
disappotnting Even the Fiesta hasn’t met
CxXpectations It's too early to gauge re-
action to the new medium-sized Mondeo
The Laser — a bargamn-basement, re-badged
Mazda — remamns Ford’s biggest seller
Miller pledged to turn Ford into a byword
for value-for-money motoring He also said
it would take five years to
achieve He stayed only i
half that time, and{f .t
achieved only half his
goal so far, Ford 1s best
known for the low
price of 1ts prod-

ucts But there 1s
more to value
than selling

e

Lewis Booth

price, and 1t’s up to current MD Lewis Booth
to catry the revamp to its conclusion

It won't be easy The CEs of two of SA's
biggest fleet management companies say
their policy 1s to avoid Ford cars Their
reasons are identical “Residual values are
lousy, spare parts expensive, and dealer
Service 18 not the best,” says one

Booth says poor residuals are a hangover
from the price wars, when reduced prices
on new vehicles immediately knocked
those on used vehicles As prices stabilise,
so should residuals

He adds the parts 1ssue 1s being “seriously
addressed” The same 15 true of dealer
service Dealers are slowly clawing their
way up the Customer Satisfaction Index

Dealers themselves have not always
been satisfied with Samcor's pursuit of
market share Volumes may have risen
dunng the price wars, but profit margims
often went the other way

Under Booth, the relationship 1s already
better Instead of rapid growth at any cost,
the aim now 1s the steady, profitable kind
Dealer margins, though low by historic
standards, are improving

Naturally, Booth wants to see profitability
réetumn to Samcor, which has experienced
long penods of financial difficulty Though
not stating openly that the company lost
money last year, he says that 1997 was a
difficult year I'm not happy with results

With most analysts expecting the SA do-
mestic vehicle market to mmprove only
the second half of 1998, profits throughout
the industry will be hard to come by

Increased export earmings should help re-
lieve the pressure components exports,
manly to Ford plants in Europe, are gomng
well, says Booth Exports of built-up vehicles
to Alrica have started slowly but he hopes
they will gain pace

Sales are only part of the overal] profit
€quation Booth must also take out costs
at Samcor “I want to bring our cost base
down to international levels,” he says
Vehicle stock levels should be in balance
with demand by the end ot the month, he
says Last years unexpected market dip
left neatly every company to finance ex-
pensive excess stocks And the work-
force 1s down to about 3 500 from a
peak of more than 5 000
Booth acknowledges that Sam-
cor, and Ford specifically, must
still win back lost ground
“Ford's 1mage 1S not where

Y
H

"-m: ‘,:.....mm we want it to be A lot of

bringing cost base down to international levels

disitnvestment It takes time
to rebulld You can't expect
to do it in two or three
years ” Dawid Furlonger

} that 1s due to the earlier
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Toyota gets squeeze

INCREASED competition and the
demand for less profitable
entrylevel cars severely re-
| stricted profit margins at Toyota
SA 1n the year to December

On a theoretical accounting
calculation, the record 97 311
cars sold by the group mn the
domestic market during the past
year earned only R2 588 each at
the operating level, compared
with the 93 907 sold 1n the pre-
vious year at R3 284 each Atthe
taxed level, each car generated

MOTOR INDUSTRY ,
By DON ROBERTSON

only R1756 per umt agamnst
R2 088 previously An additional
3 800 cars were exported

At R252-milion, operating in-
come fell by 183% from the
R308 4-mullion of the previous
year, a fall to 3 8% of turnover
against 5% mn 1996

In spite of difficult trading
conditions, the company was
able to increase its market share

to’26 5% from 2§9% In the pre-
vious year Sales revenue in-
creased from R6 2-tlhon to
R6 57-hillion Tax was down
sharply from R115 7-million to
R87 8-miilion, leaving at-
tributable profit 12 9% lower at
R170 9-milhon agamst R196 1-
milhon

Earmings totalled 420 2c
(482 4c), but an increased final
dividend of 73c has been de-
clared, taking the total to 97c
(88c¢), covered 4 3 times (5 5)

into narrow profit lane
A abTO)zia 3

he grectnrs say the vehicle
market 15 not expected to grow
this year Despite an expected
two to three percentage pomnis
cut n interest rates, sales will
remain depressed because dis-
posable incomes are hmited
Profit margins will remain un-
der pressure and compehiion
fierce Toyota 1s 1n discussions
with Toyota Japan on factory
utihsation, market share, ex-
ports, new ventures and
financial 1ssues
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Pavid McKay

SAMANCOR shortly could be the
only large ferrochrome player on
the Johannesburg Stock
Exchange (JSE) avalable to
mnvestors if Sudelektra decided to
buy JCI's stake in Consolidated
Metallurgical Industries (CMI)

Sudelektra has been tipped as
the leading contender to buy CMII
despite the presence of at least
four other potential suitors,
mncluding Mitswy, Elkem and
possibly Samancoritself

If Sudelektra does buy CMI,
the Swiss group almest certamly
will dehst the company, a move 1t
18 currently plannming with
Chromeco
. This m]liljfleave Samancor as the
only major ferrochrome player
histed on the JSE, although The
Associated Manganese Mines of

SA (Assmang) 18 anothef ferroal-
loys option There has been
speculation that the relative new-
comer Hernic could hist in future

A Bilhton spokesman down-
played the possibility that the
Lundun—hstecf group would take
out Samancor’s minorities

But Deutsche Morgan Grenfell
analyst John Loewen said Billiton
would “dearly hke to buy out”
Samancor’s minorties Billiton
owns about 52,6% of Samancor’s
share capatal

Samancor 1s a world-class
operation and a big cash earner
when ferroalloy prices are high
Gaven this background, it 1s the
kind of asset in which Billiton
would like further exposure,
Loewen said However, he
believed Billiton was not close to
doing the transaction

Another market source said

E

¢ main player

notwithstanding the cash flow
benefits derived from a 100%
ownership of Samancor, Billiton’s
$3,2bn cash pile was destined for
other targets, mncluding new
projects and acquisitions

Moreover, he said Anglo Amer-
1can was a 27% stakeholder in
Samancor through nominee
compames At Samancor’s cur-
rently depressed market capital-
1sation, this stake would cost
Billiton ahout R1,2bn to buy,
assuming Angio American wanted
to sell 1n the first place

Investec’s Henme Vermeulen
said 1nvestors would probably
seck better options offshore
should their ferroalloy options dry
ip on the JSE

A nalysts do not expect Saman-
cor will recerve a rerating even 1f1t
becomes the only sigmficant fer-
roalloy player on the JSE
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VW ‘not responsiﬁle’ for buses

THE importing of between 40 and
* 50 Volkswagen T4 buses earlier thus
month has proved a big headache for
the Uitenhage-based VWSA

Matt Gennrich, head of commu-
nications for VWSA, said the veln-
cles had arrived 1n Durban from
Dubai earlier this month

He said they were intended for
India but the original buyers failed
to take dehivery and a South African
company “with no affihation with
VWSA’” bought the vehicles

“We have a commitment to our
customers which includes providing
a quality product compatible with
South African conditions, as well as

all the necessary after-sales service
that ensures peace of mind.”

“Unless we can make such a
commitment, VWSA cannot support

any impoxts > : / ? 7
Company not-involve

Michael Lange, public relations
manager of VWSA, said as hus com-
pany was not involved “at all” with
any of the imports and neither they
nor their dealers could take respon-
sibilaty for them.

Lange saxd no warranty will
apply to these vehicles because the
normal pre-delivery inspection can-
not be done by local VW dealers

who “do not have the necessary
equpment’’ to do thus and have not
been techmically trained to service
any of the vehicles

Lange said VWSA was
“researching and testing” imports
from the VW group to ensure that
they are techmically suitable for
South African conditions and that
proper infrastructure can be provid-
ed regardng parts and accessones

He said they also had to ensure
that VWSA and its franchise deater-
ships’ technicians are trained to ser-
vice the vehicles and have the neces-
sary tools and equipment to do so —
ECN Business
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Pretoria — At least four of the
seven motor manufacturers in
South Africa are operating at a
Joss because of lower profit mar-
gms, according to a recent motor
mndustry report by Standard
Bank’s economic division

But the report said motor
manufacturers were likely to
seek to 1mprove margmns in the
course of the year “and so reduce
their losses, return to profit or
improve their profitabihity”

“Toyota’s financial results
were a sobering reminder of the
ferocity of the competition and
the difficult environment 1n
which the motor manufacturers
operate Toyota sacrificed 1ts
margmn as 1t sought to capiure
market share mmitially in the
light commercial vehicle seg-
ment and, later, to surpass the
100 000 sales barrier”

The report said margms could

Fo S% carmakers
192 e (R ) 24

be restored’by ncreasing rev-
enues or cutting costs

“The manufacturers will seek
to achieve both measures Bui, m
seeking to Increase revenues,
they are unhkely to sumply in-
crease sticker prices Rather,
shcker prices will remain fairly
constant, while sales mcentives
are removed

“In terms of costs, manufac-
turers are set to benefit from
another reduction m tariffs, a sia-
ble rand and competifive pres-
sures within the component sec-
tor M.nufacturers are likely to
experience strong demands for
mcreased wages, though,” 1t said

The report said manufac-
turers’ margms had been severe-
ly eroded over the past two years
because of the price war Initially
car prices were cut and later the
cost of ownership was reduced as
a result of the mntroduction of
free mamtenance packages and
zero percent finance However,

—_— — —

/‘% at a loss’

these meentives Increased manu-
facturers’ costs and the reduciion
or elimmation of sales mecentives
would serve to reduce the cost of
the car to the manufacturer

“Should the manufacturer
then mamtain the sticker price
or reduce the sticker price by a
smaller amount than the equiva-
lent value of the sales mncentive,
then therr revenue will wmcrease
as well,” it said

The report saxd BMW reduced
its three-year maintenance plan
from 100 000km to 40 000km and at
the same time reduced 1ts sticker
price, but the drop m the sticker
price was less than the value of
the maintenance plan foregone

Customers had failed to re-
alise that the 1mplicit costs of

*cars had mereased, which could

be seen most clearly in BMW's
case where the company’s sales
jumped from the 1000 range to
1200 following the sticker price
reduction




Plan to be prepared for 1lle§all

RoYy COKAYNE

Pretoria — A plan to deal with 1llegal
vehicle imports would be submatted to
the national mter-departmental struc-
ture by early next month, said Dave
Peddle, the convener of an action com-
mittee that has been considermng the
problem, yesterday

Peddle said the structure mvolved
three line departments m the South
African Revenue Service, the border
police and home affairs, together with

) au[ 243

nther mtereste departments such as
national mtelhgence

“The plan will consolidate the
views of the various stakeholders An
amazing degree of consensus has been
reached on what could be done But two
15sues have to be resolved what to do
about the 1llegal importation of vehi-
cles and what to do about 1llegally 1m-
ported vehicles that are already m the
country,” he said

The action committee has been
headed by the National Automobile

or}/ >C Sars

Association and mecludes rep-
resentatlves of the taxa mdustry, the de-
partment of trade and industry, the Na-
t1onal Association of Automobile
Manufacturers of South Africa, and
the banking and msurance iIndustries
Peddle said a document containing
the viewpomts of the role players had
been circulated to delegates A consoll-
dated report would be forwarded to the
national mter-deparimental structure

once all the role players had submutted|

their comments

I




Black company gets Delta car dea

Patrick Wadula ﬂ]ﬁ bl L”qg

DELTA Motor Corporation has chosen
a newly established black empower-
ment company, Yenza Manufacturing,
to supply components for Isuzu and
Opel velcles for the next five years

The Yenza plant, based in Port Ehz-
abeth at the Community Self Employ-
ment Centre (Comsec), was granted a
five-year contract worth R35m to pro-
duce 129 small and medium pressimngs
and projectron weld assemblies for use
in the vehicles

Comsec director Errol Heynes said
at the weekend the resourcing of non-
core business formed part of a growing
global trend within the automotive in-
dustry as the focus shifted towards
core assembly operations

Delta MD Willie van Wyk said set-
tg up Yenza underlined Delta’s com.
mitment towards economie empower-
ment of previously disadvantaged peo-

% . T

ple within the mdustry f ‘?a

Van Wyk saad a eritical task was the
selection of two entrepreneurs who
could spearhead the wmitiative to suc-
ceed Yenza 15 headed by Themba
Mtati, a former director of finance at
Western District Council, and Glynn
Potgieter, a former production super-
mtendent at g local catalytic converter
manufacturer

The project 1s bewng privately fund-
ed by Yenza’s directors through Future
Bank Corporation

“We expect Yenza to break even be-
fore the end of its first full year of op-
eration,” Van Wyk said

He said although Delta was assist-
g 1n the mcubation period, Yenza
would eventually operate as a normal
supplier to Delta which should create
more jobs for the Eastern Cape region

“We expect Yenza to be ISO 9002
accredited within the next 19 months,”
Van Wyk saird
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BMW exporis cars worth R78m to the UK

The largest export consignment of South African-buili BMW ve-
hieles and the fivst ey er order for the UK will leave Durban this
weeh enroute to Southampton BMW <a1d yesterday that more
than 700 8-8c1 1e~ vehiddes wor th about R78 nuthon have been
transported to Durban for export. Last year almost 4 000 3-Series
vehiicles were exported, mainly to Austrahia. By 2000, production
will be up 250 percent and two-thirds of the 200 3-Sertes Lhuddes
produc dby BAMW SA will Lo « wported

BMW said 1ts internal employment would increase by abiout
20 percent, investinent by suppliers to support the BAW evport
programme could amount (v an additional R1 biltion ang their
emplovment would xise <s1gnificantly 1n many instances by up tu
100 poreent Other henefite af maero level meluded mfrastructare
devclopment to upgrade fransport and harbour facihities to cop
with BMW’s export programme. — Staff’ Reporter, Johannesburg
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Sowetan Business Reporter

OUTH AFRICAN and German
interests are to be merged i a
far-reaching deal that will
create a global automotive
alummium wheel business under the
control of JSE-listed Tiger Wheels
Limited (Tiwheel) worth R1 billion a
year

After a year of mtensive negotia-
nion, Tiwheel has announced that it
will acquire 70,7 percent of leading
German alloy wheel manufacturer ATS
with effect from January 1 1998

The German company currently
produces some 2.5 million wheels a
year as origmnal equpment for major
European motor manufacturers includ-
mg Volvo, Porsche, Mercedes-Benz.
Audi and Opel as well as for the after-
market under the ATS and other brand
names

The purchase will be settled by 1ssu-
ing about 6 700 000 ordinary shares to

MW

istitutions  and (;\ﬁtmg AT

holders at a price of 2 600 cents a share
which will rarse R175 million and also
give the existing ATS shareholders a
stahe m Tiwheel

“The vendor placement of the
South African tranche of the 1ssue has
been heavily oversubscribed by exist-
ing Tiwheel inshitutional shareholders,
while the foreign leg has been sumlar-
ly well received by new offshore insti-
tutional shareholders,” says Tiwheel
joint chairman Martin Glatt

A second phase of the deal gives
the ATS owners the right to sell all or
part of thewr remamning 29,3 percent
shareholding 1 ATS to Tiwheel
between November 1998 and
December 2005 for R95 million (at
current exchange rates) of which they
will swap at least one half into Tiwheel
shares

Tiger Wheels Holdings (Tihold), the
ISE-listed mvestment holding company
of Tiwheel, will be unbundled to enable

shareholders to directly take part in
Tiwheel — a move that will have no
impact on Tiwheel or on its business
operations

The acquisition fuses together the
highest level of German ailoy wheel
production technology with Tiwheel's
acknowledged talent for design in the
wheel aftermarket

It also brings together a network of
production facilities m Germany, South
Africa and Poland, which between
them currently roll out around 3,4 ml-
lion alloy wheels a year

Plants currently under construc-
tton here and in Poland will take pro-
duction to over five million wheels by
2000

“The deal was born out of the firm
understanding — both at ATS and
Tiwheel — that the automotive industry
1s globalised and that they expect their
component supplers to follow them,”
says Tiwheel joint chairman and chief
executive Eddie Kerzan
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SHIRLEY JONES

Durban — Tiger Wheel (Tiwhee)),
the wheel manufacturer, and ATS
Wheel, the leading German alloy
wheel maker, announceg yester-
day a R175 mallion merger which
would create a global automotive
aluminium wheel busmess with
sales of over R1 billion a year
Tiwheel has acquired 70,7 per-
cent of ATS, which produces
4,5 mulion wheels a year as an
original equipment supplier for
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anche of the issue Had beén
heavily oversubscribed by exist-
mg Tiwheel mstitutional share-
holders, while the offshore offer
had been well recewved by new
offshore mstitutional mvestors
He said a second phase of the
deal gave ATS owners the right to
sell all or part of therr remaimng

29,3 percent shareholding m ATS
t:u Tiwheel between November

this year and December 2005 for
R95 million at current exchange
rates They would swap at least a

been 24 percent lngher; while net
asset value a share wonld have
risen by 31 percent.

During each of 1is past three
financial years, Tawheel Iifted at-
tributable earmings by over
80 percent.

Durmeg the year to June 30 last
year, Tiwheel’s headline earn-
ings were up 33 percent, while 1n-
come after tax increased by
o3 percent to R31,8 million.

Glatt said the acquisition
fused together state-of-the-art

European motor manufacturers  haif mto Tiwheel shares production technology and de-
It also has a significant aftersales T1ger Wheel Holdings, the list- sign capacity, and brought togeth-
market Tiwheel has an aftermar- ed mvestment holding company  er anetwork of production facilz-
ket dastribution network m 40  of Tiwheel, would be unbundled ties m Germany, South Africa
countries and supplies local and to enable shareholders to partict- and Poland which had a com-
mternational car manufacturers Pate directly in Tswheel, he said bined output of 3,4 mlhon alloy
Eddre Keizan, Tiwheel’s chief - Had the acquisition been con- - wheels a year
executive, said the purchase cluded at the beginning of Ti- Plants under construction 1n
would be settled m Tiwheel pPaper wheel’s last financial year to  Poland and South Africa would
throngh an 1ssue of 6,7milthon Junelast year, and fakingmtoac- take production to over 5 miilion
ordmmary shares-to mstitutions count ATS’s results for its finan-  wheels by 2000
and exising ATS shiireholdersat  ¢ial year to December last year ATS had also provided know-
R26,00 each R Tiwheel’s turnover would have how to wheel producers m coumn-
Martin Glait, Tiwheel's jomt  accelerated by 133 percent from tries such as the US, Brazil, India
chairman, sad the vendor place-  R428 million to R1 bathion. and China, which would generate
ment of the South African Earnmgs a share would have royalty income.
b —_ - — = o - e T T T & e o
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HE medium and heavy
truck iIndustries are In
disrepair, with at least 26
distributors and manutac-
turers chasing expected sales this
vear of only 13 000 units.

In the first three months of the
year, National Association of Au-
tomobile Manufacturers of SA
(Naamsa) figures show sales of
medium-sized trucks fell 5,.9% com-
pared with last year Heavy truck
and bus sales tumbled 11 6%

The 13 000 sales forecast for the
current year is a Naamsa estima-

| tion and does not include sales by

smaller Importers

However, in line with the Motor
Industry Development Programme
(MIDP), import duties on trucks
have been radically reduced,
allowing for a rise in the number of
trucks available on the market.

Research conducted by the
Standard Bank economics division
shows obscure Asia-based compa-
nies such as Afinita Motor Corpo-
ration (AMC), Delfos Motar Assem-
bly (DMA), and Flrst Automotive
Works (FAW) have entered the
market C is a wholly owned SA
company but is thought to have

iinks with DCM, an indian company
and Dong Seng, a Chinese group
DMA and FAW are Chinese

Asian groups Iimport trucks
which are older versions of exist-
ing Japanese models and after buy-
ing the tooling from the original
Japanese manufacturers at mini-
mal cost, they are able to undercut
locally produced Japanese vehi-
cles, Standard Bank says

In terms of the sale of tooling
facilities, thesetrucks arenottobe
exported. They generally tend to
sell to smaller, private enterprises
as finance is difficult to arrange
through traditional institutions.
The end result, though, is these
sales affect locat producers,

The industry therefore remains
extremely competitive, as shown
by the fact’that truck prices have
barely increased over the past
three years

As a result of these difficulties,
the industry’s structure has
changed radically, US brands such

(OMPANIES

The reduction of import duties means

A tough nide for the truc
(). ST LRI E

too many companies are chasing sales,
writes DON ROBERTSON

as Freightliner, distri-
buted by Mercedes-
Benz, Toyota’s Peter-
bilt trucks, Western
Star through ERF and
through Tyco have
oug o have
been introduced to
the heavy truck mar-
ket. US trucks are
built to customers’
requirements, using
a modular approach,
unlike Japanese and
Euro models,
which differ only in
terms of comfort.

“To survive in produced, using 120

this fiercely
contested
market we
will just have
to become
leaner and
meaner’

engine variants, 140
different transmis-
sions, 80 axies and 60
suspension options.
These trucks have
had a major effect on
the Iocal market.

In spite of these
problems, many in-
ternational groups
have increased their
investments and ex-
panded their market-
ing efforts in thelocal
market.

Scania SA MD Jan Jarlhage says

Standard Bank says from the 13 the heavy truck industry of over 20
basic Freightliner ranges, thou- tons has been overtraded since
sands of different models can be 1994 with 12 competitors and sales

[T = " |
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expects it to begin stabllising by
the end of the year and to reach
between 3500 and 4000 In the
next few years. .

The company recently invested
a further R45-miilion, bringing its
total Investment to R8(-million,
almed mainly at increasing the
number of dealer outlets and
boosting _.h_mnw Eﬂn__wmmhm pro-

e. year the company
mmﬂﬁm-ﬁﬁ 170trucks and 35 buses
and will introduce a new range of
lighter trucks this year.

Martin Flint, managing director
of ERF SA, confirms that the medi-
um and heavy truck sectors are
“very overcrowded™ but concedes
that this market will be “the fight-
ing ground for many models and it
is unlikely to change”.

“To survive in this fiercely con-
tested market we will have to offer
full maintenance leasing, 24-hour
service and just become leaner
and meaner,” he says.
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Snnday Times Business Times
April 26 1998

Earlier this year, ERF 8A,
through its holding company Dor-
byl, negotiated a joint venture with
Indian group Tata Trucks, involv-
ing an estimated R6-million invest-
ment. The vehicles will be assem-
bled at the ERF plant in Alrode and
between 200 and 400 trucks of
three to five tons will be produced
in the first year. Last year, ERF
produced 137 heavy trucks.

Iveco recently announced an
expanded investment plan

Malcolm Perrie, managing direc-
tor of The Marketing Shop, says
the bus industry faces an even
grimmer outlook and is in a state of
decline so rapid that it is unlikely
{0 recover soon.

The continued decline in de-
mand, coupled with the MIDP, will
make it more economical toimport
buses from India, China or Brazil
than to manufacture them locally

Despite this, industry sources
believe there will be few casual-
ties “The industry will rely on im-
ported components to an even
greater degreethan in the past, but
final assembly, for the large part, is
set to continue in South Africa,”
Standard Bank says




L1 MOTOR VEHICLES

Chrysler boosts quarterly sales in S@Q )

Chrysler South Africa had improved sales by 62 percent to 518
umis in the first guarter of this year, saxd Tom Ford, the general
manager of Chrysler South Africa, earlier thus week Ford said
the South African market was very competitive, but with sales of
Chrysler and Jeep vehicles mereasing across the board, it was
confident the company’s projected sales for 1998 of between 2 400
and 3 000 units would be achieved achieved.

“Chrysler South Africa 1s working steadily on Increasing its
dealer network, We will be opening owr ninth dealershap soon and
expect to have countrywide representation through 14 to 16 deal-
ers by year-end ” Ford said Chrysler’s new Jeep Cherokees, Jeep
Grand Cherokees and Chrysler Voyager MPV (multr-purpose veh-
cle) modeis had largely been responsible for the merease in sales

n the first quarter of this year — Roy Ccrayne, Preforia
<Y (e |5 |98
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motor duty
claims still

é&’a k)ve settled

oY COKAYNE

Pretoria — Clanms worth about
R50 million by the department of
trade and mdustry (DTD) agamst
Delta Motor Corporation, Sam-
cor and Associated Automofive
Distributors (AAD) related to the
use of the now-defunct export
duty rebate scheme had not yet
been settled, saxd a gpokesman
&0 for DTI yesterday .
™ The DTI last year reached out! %

of.court agreements with Toyoto®
lﬂ outh Africa on a R57 mik M

clamm and Nissan Souih H‘Ln; s’
ll\ R30 muliion claim related tu;:fhe

2

export duty rebaie programime.
The DTI spokesman said yes-
| k erday the same terms of agree-
ment reached with Toyota and
Nissan would be offered to all the

other motor comparnies e
The spokesman sald the state
attorney had approached Delia
Motor Corporation, but the DT1
had not recelved any notification
that a setflement had been

reached -
" He said the mitial amount
, Flauned'm the summons 1ssued
agamst Delta Motor Corporation
was about R34 million, but the
claim had ended up much lower

“after qpqhﬁﬁiiqﬂﬁ” S

v o, | Thé spokesman said the claum !
. agamnst AAD was for .about
R14 milion and that against
Samcor for about RS million The

stood to mvolve export credits it
acquired from Toyota SA

The claims date back 10 the
early 1990s and relate to a ceded
export scam mvolving alleged
fraudulent practices by a compo-
nent manufacturer, which sold
export credits to motor manufac-
turers that were obtained for
automotive'bolt exports:

Thé automotive bolts were
later, appatently found.to be only
suitable for building and con-
struchion purposes ' <Y

These motor manufacturerst
used the credits to claim' Expgrt
- rebates under the now;defunct

éxportduty rebate programme,of
= thie'ip;g:mutnr mdustry Phase VI

I }‘-:“'llﬁh

Eﬁiaélxq_gtql content programine
%
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WlR@NBﬂTAL MANAGEMENT

Nissan South Atricah «d B+ ore thie et bl mitor romMpony o

* yeceive the ISO 1401 environmental management certiication in
one of 1ts plants Irom i South A o Bure i of Standare
(SABS), Charlec b1/ 1l thee 1 i ine dipra bon of ML g1 S< Man
nfachring, said yesterday Wigedll sard *J 50 1 oLt o] the compl
ance certificate froin the SABS tor 1S trum plant 1n Kassiva 1o ar
Pretoria, Headdel it tas v o one of only 1 homdful of oo

“facturnng companies in Sowrth A shrchoh ad ros doed thy vy
ronmental Manapement certfication - oy ¢ e, It

- C=E> _Case /73)
Nissan SA mC;vés rst SABS cerﬁﬁrgiun ff5
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LI VEHICLES
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Exporis of SA-produced vehicles

[

increased 76%, says Naa msﬂi;ﬂ

lxports of soulh African produced vehieles weore 76 phrefit- I‘J{ |

2951 umits, hugher 1n the fivst quarter of this year against thc

yearearliey period according to fistives releascd by the thmna]:

Azzueiation of Automobile Manufar turers of South Afilea (Naam-

SV Euls 4 a8 deepite a ehimp in oxports of 117ht, medivin 2.4

A ERUTHY al vohu b wg the fir sl thiee manfh of fhye sy
Frgures released by Naams ' this v eek showed vehide cxpor ts

1o T g8 maRes 1 the v st quar ter 1ast yvear to A 821 units

]

thi L R A (A nl* Ttromoa 182 4 pereent ot Q295 wmt,
N e e o mprediged cars i the first
? ol 8 year Cat espottegn this petiad rases Ho 6119 ke
from 1 805 last vear j
ot jaeic by 1718 o Fores teclined by lo 3 percent, or
oot ol Soyiteantho Breten 0 b arerinpog
T U - Lo vand heavy ek avpor s <sinmped by
S ot S nags o bl units from 216 units kK ports of

Soutit Al lcat produced vobncles 0l a4 oo unirs Tast vear
I N T O A I Y O B R SR O AR Lo Co
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Industry units
1994-98 compound annual
growth rate = 8%

SIS £LR ONSSSINGREASING GLOBAL SHARE e inatidl

. Globai units (mrlllnns) of ARG™ for passenger cars ,
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Graphic 171 I : *ARG == automotive glass repair and replacement Source HEELRON,

PG’s got 18% o
world’s cars

PLATE Glass & Shatterprufe Industries,
which celebrated its centenary last
year, has built up an estimated 18%
share of the world’s automotive glass
repair and replacement market through
1its 78%-held subsidiary, Belron

Belron operates 1 700 branches in 16
countries, housing 68% of the world’s
vehicles PGSIchatr Ronnie Lubner says
Belron made up two thirds of PGSI's
R6 9-billion turnover and R255-million
profit in the year to March 1998

While headline earmings retreated by
11% on 1997 at 624c a share and are
expected only to be maintained 1n the
current financial year, Lubner 1s con-
fident that planned consistent earmngs
are barely a year away He refers to the
balanced nature of the Belron portfolio.
mature imnvestments complemented by
recently entered growth markets and
the potential offered by Eastern
Europe, Asta and South America

Expansion in America has been the
most 1mportant development during
the past year In 1990, Belron had no
market share and opened Windshields
America as a greenfields company with
25 branches During 1996, it merged
with Vistar Inc, which hfted combined
market share to 12% with 285 branches
! Belron owns 51% of Vistar

This year, Belron chased hard to se-
cure a partnership with Safelite “The
two businesses were of more or less
equal size, the biggest difference be-
| tween the two companues was that Safe-
Iite had more debt than did Vistar Vis-
| tar got 62 5% of the equity of the merged
| company, and Belron increased its ef-
fective stake to 44 6%, which 1s equity-

(773 )
COVGI’G

AUTOMOTIVE GLASS

w LIE WALKE
accou ESI ‘jgl artner in
Vistar, Keliman, bought 1? 9% and Bel-
ron has a two-year option to acquire it
for $84-mithon

The deal looks attractive' a p e rahio
of 8 7 was applhed based on earnings
before tax, interest, depreciation and
amortisation (ebitda) in valuing Safe-
hte Safelite now commands a 25%
share of the American market — twice
as much as the closest competitor.
Sales approach $1-bilhon a year

“If the merger had been effective for
the full year, ebitda would have been
$81-milhon, not taking mto account the
estimated merger synergies of some
$35-million We have done this with no
shareholder investment The growth
has been debt-funded and stands at
$480-mmllion,” says Lubner. “However,
when we refinanced the debt, it was
100% oversubscribed by the banks.”

Belron also bought two leading Cana-
dian automotive glass repairr and re-
placement companies for US$98-
million, and acquisitions in Spain and
New Zealand cost another $71~milhon
Lubner says he 1s unconcerned by
PGSI's debt nf R1 4-bithon — gearing of
185% “More than enough cash is gen-
erated to service it For the time being,
PGSI has all the carrying cost of these
acquisitions and for the next sixmonths
there will be expenses associated with
rationahising the businesses It’s a case
of long-term offshore opportunities be-
ing pursued at the expense of short-
term earmngs
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Wage talks
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MOTOR sector trade

wpoutions at.the week-,

)

end vowed to draw on

v all their resoirces to

"5 obtdin®guaranteed -

flation rate imncreases

“'when_they meet the
SA Motor Industry
Employers’ Associa-
t1on n the first round
of wage negotiations
today.

The National Union of
Metalworkers of SA
{Numsa), which 1s one
of three unions in the
sector, 18 demanding
that all wage mcreas-
es, ranging from 12%-
18%, depending on
the grades, must be
on the actual rates of
pay instead of mm-
mums. Numsa also
demands a might shift
allowance of 15% on
the actual rate of pay
for petrol attendants
and a R350 weekly
mght-shaft allowance
for night-watchmen

Issues also to be tabled
during negotiations
with employers would
be outsourcing, the
use of independent
labour brokers,. , as
well as  matters
around fraiming and
the procedures to be
taken when mtroduc-
ing new technology at

——




R5-bn export
order }%%(

MOTORING REPORTE
Volkswagen South Africa has been
awarded a R5-billion contract to export
68 000 South African-built Golfs to
Britain,

The contract has been awarded to VWSA
by 1ts German parent company

VWSA plans to double 1ts production out-
put immediately to service the order

Managing-director Hans-Christian
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
| Arfurther 4 000 wall be exported in terms of

existimg contracts and the rest made avail-
able for the South African market,

Next year, 1n add1tion to 56 000 vehicles
for the local market, VWSA will manufac-
ture 60 000 vehicles for export, bringing total

‘production m Unrtenhage.to,116 000 vehicles

;’he'R5:billion export order 1s made up

entirely of new, ,fouﬁh;geng? tion Volkswa-

)
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Car manufacturers, unions start talks

Reneé Grawitzky Igﬂ A l 5[ &75

NEGOTIATIONS between the seven main
. vehicle manufacturers, the National Union
of Metalworkers of SA (Numsa) and the SA
Workers’ Union are under way, with union
wage demands rangmg from 8% for arti-
sans to 10% for lowerpaid workers

Besides umon demands relating to ed-
ucation and traming, outsourcing, closing
the wage gap and job security, the major
focus will be on negotiating another three-
year wage deal

The deal, which was signed m 1995 and
bnks wages to skills progression, has faced
some stresses and stramns during its life-
span At different times both parties ex-
pressed their reservations about contmuing
with such an arrangement However, 1t ap-
- peared that for both sides the positive

aspects outweighed the negatives

Employers said yesterday that from
therr perspective, an agreement of longer
duration provided a ligher degree of cer-
tainty and made planming easier

Numsa negotiator Tony Kgobe said the
umon’s support for a three-year wage deal
was dependent on certain objectives being
met. Some objectives set 1 1995 — such as
closing the wage gap between the artisan
rate and that of the lowest paxd workers —
had still not been attained

The emphasis during negotiations would
be to agree on an artisan rate

Other umon demands related to extend-
mg the scope of the agreement to salaried
stafl, ensuring that outsourcing was the
subject of negotiations and making contract
workers subject to the same conditions as
those covered by the main agreement,
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VOLKSWAGEN of SA has won a R5bn
| contract to export 68 000 vehicles to
the UK 1m the next two years, a deal
which will double its production and
make it the largest vehicle exporter
and manufacturer m Africa.
|  VWSA will service the order on be-
half of German parent Volkswagen
AG, which 18 unable to meet the de-
mand for the new Golf through facto-
res already producing the vehicle.

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

“Next year, in addition to 56 000 ve-
hicles for the local market, VWSA will

roduce 60 000 vehicles for export,
ringing total production in Uitennhage
to 116 000 vehicles.

“This order will have a substantial
impact on our economy 1n the Eastern

fis .

VWSA wins R5bn
UK export co

tra%t

Cape and thus the country as a whole.”

%‘he 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 Go

The new order would allow VWSA
to create more than 1 000 jobs in the
Uitenhage factory. “An additionai
monthly wage bill of about R4m will be
injecteg into the regional econoray:;
Capex totalling R150m will be under-
taken to expand infrastructure to fa-
alitate completion of the order. VWSA
will also invest R10m in training for
employees working on the export pro-
gramme,” he said, Production of the ex;
port vehicles would startinJ uly. -7

The company has started talks wath
the National Union of Metalworkers of
QA to allow workers to take their an-
nusl leave over a two-month period,
rather than durmmg the traditional
three-week motor industry shutdown.

Comment: Page l?:

il
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VW’ export contract a massive boost to

Roy COKAYNE

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

ed a RS billion contract by Volks-.

wagen 1 Germany to build 68 000

fourth generation Golfs for the

British market over the next 18
months, Hans-Christian Maerg-
ner, the managing director of
VWSA, said yesterday |

As aresult VWSA was expect-
ed to double 1ts production out-
put and become the biggest vehi-

cle maker i Africa Maergner
said 8 000 of these cars would be
manufactured this year, with pro-
duction starting in July, and the

.-balance shipped next year R

Oult® Iy .l.ul. Rk o R WL .r.-.lll.l. +

b ‘ : 0re .
- “Tiven-more potential exists - VWSS Uitenhage plant 7 . <% ‘= cash flow from thétapital ihvesi-:
b I o~ 5

1

for us 1 the year 2000 and be-
yond,” he said

Maergner saxd VWSA would
become a significant foreign ex-
change earner for South Africa
as a result of the contract, which
would have a substantial effect on
the Eastern Cape economy and

on the country as a whole factlities, R31 million oh a p
David Powels, the financial shop upgrade, and R25 million on

director of VWSA, said the con- new information systems 1 lo-

tract would create more than gistics and production planning

|

g E Ty Ty, - T T e L T - o~

L
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A tramming programiie that ment programme would be to
would cost more than R10 million  South African supplhiers
had been set up Powels said export furnover

Powels said the export project of RS billion was equivalent to
required a capital investment 12 percent of South Africa’s total
programme of R160 million, with manufacturing goods exports
R104 million spent on manufac- and 20 percent of total gold ex-
turmg and assembly fooling and  ports last year

._ the e
cTipR) 1315718 @.ﬁj

010111y

sner said VWSA would
produce 65 000 vehicles this year
In total, 12 000 would be exported
and therest would be made avail-

%1000 direct and indirect jobs at .\, sMore than 70 percent, of the _able for the local markst " !

e W1 T

**7 He said VWSA would produce

56 (00 vehicles for the local mar-
ket next vear and 60 000 for ex-
port, brmging total production in
Uitenhage to 116 000 velucles

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




RS-bn expo

By Shadrack Mashalaba

OLKSWAGEN  South  Africa
(VWSA) said yesterday 1t had
been awarded a contract to pro-

duce 68 000 cars for export to
the United Kingdom 1n a deal valued at

R5 billion
The venture will make Volkswagen

the biggest exporter m South Afnca.\’Afnca to catch up but are

Volkswagen South Africa 1s expected to
deliver the cars tn 18 months

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

company said part of the total produc-
fron will include local content

Addressing the media in Midrand
yesterday VWSA'S muanaging director
Hans-Christian Maergner said the pro-
ject will not only benefit the Eastern
Cape, but the whole of South Africa n
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 1n a recruitment drive
that 1s expected to start in the coming
weehs The workers will undergo an
intensive traming programme

The company will be sending about
15 of the workers to Germany to
acquaint themselves with the manufac-
turing processes

Maergner said that the group’s bull-
1sh performance could result i further
export opportumties during 2000 and
beyond

However 1f capacity at other plants
became available, VWSA would also

—_ —— [

% “The rest of the world

yabounds
About 8 000 cars of the total number-,  We will need to male

gen SA in

rt

have to make sure that 1t
remained a preferred sup-
plier within the group
“Reliability has to be
guaranteed We cannot

tolerate unprocedural
labour disruptions

s not waiting for South

mproving in leaps and

quantum leaps to caich up

and stay competitive, _
manufactured and shipped 1n 1999 The ™=ud Maergner Tl M

Cooperation

At the same announce-
ment the National Umon
f Metalworkers of South
Atnca (Numsa) generadl
secretdry Mbuyiselo

deal

Ngwenda said coopera-
tion was criical to the
Project’s success

“"We welcome the
roject and hope that 1t
will open the eves of
other 1nvestors that
investment 15 not about bidding on the
Johannesburg Stock Exchange only ™

sard 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 mnvest-
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 1o

VWSA managing director Ha
Maergner announced in Midrand yesterday that
the company had secured an export order for
68 000 cars valued at RS billion for shipment to
the United Kingdom

ns-Christian

CLEMENT LEKANYANE

make the industry competitive The pro-
gramme 15 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 Caravelle

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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MOTOR INDUSTRY EXPORTS

- Brave new world if peace

prevails @ﬂ?

Labour holds key to VWSA’S contract

fn 155 (44

f ever there was an mncentive for man-
agement and unions {0 overcome tra-
ditional shopfloor enmuty, 1t les In
Volkswagen SA’s RSbn UK export pro-
gramme
The company, based at Uitenhage, East-
ern Cape, has won an 18-month contract to
supply 68 000 new-generation Golfs to the
UK The 1mutal contract runs from July this
year to the end of 1999 If extended, VWSA
will become the sole manufacturer of nght-
hand-dnve Golfs for the European market
The benefits of a long-term deal are
enormous, says MD  Hans-Christian
Maergner The mmtial RSbn contract will
create 1000 new jobs at Uitenhage and
rescue another 400 which were about to be
lost it wiil pump an extra R60m a year mn
wages into the local economy
Under mndustry rules allowing export
carmings to offset import duties, the deal
will allow VWSA to import several new
models to SA These include the Passat, the
Sharan minibus and the Golf Cabnolet
VWSA 1s investing Ri60m 1n the project,
which more than doubles cutrent annual
production of about 56 000 vehicles
The first 8 000 Golfs will be delivered to
the UK this year, the other 60 000 1n 1999
Another German-owned car company,
BMW SA, has just completed a R920m
expansion programme, and hopes to export
up to 25 000 vehicles worth R4,2bn a year,
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says MD Peter Foster
Uttenhage 15 the only VW plant in the
world not operating at full capacity For the
order, 1t wili move to a three-shift cycle,
working 24 hours a day, six days a week,
producing 240 new Golfs a day Each week,
400 contamners with parts will arnve at Port
Elizabeth’s harbour They will carry the
bulit-up Golfs back to Europe Later, SA
suppliers could provide local components
That, at least, 1s the theory Success of the
project depends on labour co-operation
Previous export programmes by several
companies have been disrupted by labour
disputes — often unofficial But, as VWSA
financial director David Powels says “Eu-
rope won't wait for us to deliver ” If orders
aren’t met, other VW plants will take over
and the contract won't be renewed
Mbuyiselo Ngwenda, general secretary of
the industry’s main union, the National
Union of Metalworkers of SA (Numsa),
hopes the VWSA order will encourage in-
vestors to put their money into “the pro-
ductive sectors of our economy, not In the
JSE" But that depends in part on Numsa
members
Though employers say Numsa 1s com-
mitted to building SA’s export integnty, the
same can't always be said of its members
“l have never seen a stnke without a
reason,” Ngwenda says But the umon has
often been slow to act against groups that it
admits have acted illegally
Current industry taiks wall help dictate the
VWSA labour mood Numsa has just tabled
Its demands for a new annual agree-
ment  The existing three-year
BN agreement expires on June 30
Emplnyers and Numsa both
say they want another long-

_ﬂ% term  agreement  but
um Numsa’s initial demands

The Sharan
1S on ils way

VIW's multi-purpose vehicle

o 'I.me

; are for next year only
% Theyinclude a 10% pay

ga®/ nsc for semuskilled work-
ers and 8% for artisans, 20
days’ paid annual leave in-
stead of 15, education and tramning on full
pay mn company time, and doubling of re-
trenchment packages
Employers will respond soon

" "

David Furlonger




- Big Golf export
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OLKSWAGEN SA 1s pinning 1ts
hopes on an umnterrupted
labour supply for the next 18
months if it 15 to complete 1ts
R5-llhion order for 68 0G0 new, fourth-
generation Golfs for the UK market

Announcing the deal this week, man-
aging director Hans-Christian Maergner
said reliabihity of supply has to be guar-
anteed “We cannot tolerate unproce-
dural labour disruptions ”

As if on cue, the National Umion of
Metalworkers (Numsa), the main union
i the motor industry, declared a dis-
pute on Wednesday, saying the Motor
Industry Employers’ Asscociation had
failed to table a wage offer

However, VW human resource direc-
tor Brian Srith warned “A one-week
strike would be critical to the operation
— two weeks would be disastrous ”

The deal requires the production of
8 000 new Golfs between July and De-
cember and 60 000 in 1999 It will dou-
ble the current production of 116 000
| uits next year, making VWSA the
largest wvehicle manufacturer and
exporter 1n Africa

sounding a note of caution regarding
labour stability, however, 1s Numsa’s
Mbuyiselo Ngwenda

He says both employers and umons
must communicate properly at all
times to avold cnisis situations He did
not, however, rule out the possibihty of
a strike at some stage during the 18-
month pericd “If 1t 15 necessary, 1t 1s
our constitutional right ”

This week, the umons and employers
started negotiations to replace a three-
year agreement signed 1n 1995 and due
to end 1n June Issues such as wages,
training, outsourcing and Job security
will be among matters discussed

A condition of the previous agree-
ment was that no unlawful strikes take
place — but they did

Maergner says the deal 1s a “window
of opportunity” for VYWSA and he hopes
a second order can be won

He says, however, that by world stan-
dards VWSA 1s a still a high-cost
producer and wages are higher than in

deal puts
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CAR PRODUCTICN
By DON ROBERTSON

eastern bloc countnes Logistics costs
are mgher, productivity lags far behind
and the country 1s a long way from n-
ternational markets. “We (therefore)
need to make quantum leaps to catch

up and stay competitive,” he says

The spin-off for the company and the |

poverty-stricken Eastern Cape will be
sigmficant The jobs of about 400 em-
ployees who were facing retrenchment
will be secured, while 1 000 new people
will be employed and tramed at a cost
of R10-million It will be necessary to
work three shifts, six days a week to
meet targets New staff will earn about
R60-milhon a year n wages

The wital point, however, 1s the ex-
tremely tight production schedule The
first group of new employees will have
to be tramned by August to open the
second shift, with the third shift start-
ing 1 November

The total investment for the project
1s R160-muthon, of which R104-milhon
will be for tooling, R31-milhon for an
upgrade of the paint shop and R25-
mulion for logistics and planning Most
of this will be spent locally This capital

expenditure will be committed within |

three to six months

To fulfil the order 1in 18 months, it will
be necessary to manufacture 10 cars
each hour, 24 hours a day, or one car
every siIx mnutes

Trade and Industry Minister Alec Er-

win and Portnet have given their whole- |

hearted support to the project

The order imihally requires the use of
imported completely knocked down
components This will require the land-
ing of an additional 80 contamners a day
and the use of these containers to ship
the cars back to Europe The cost of
offloading, wharfage and road trans-
port costs 1s R300-mmilion

Rebates earned from exports will al-
low VWSA to import products from Ger-
many, including the Passat, the Sharan
multi-purpose vehicle, the Caravelle
and the Golf cabnolet.
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Massive
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Johannesburg — The Coega
indusirial development zone 1s
expected fo expand to accommo-
date a RS hillion deal for Volks-
wagen South Africa (VWSA) to
supply 68 000 vehxcles to the UK
Kevin Wakerford, the chief
executive officer of the Port Eliz-
abeth regional chamber of com-
merce and mdustry, said yester-
day the deal lent weight to calls
for the formal development of an
automatwe cluster 1n the Coega
zone This zone had centred
around the R2,7 biilion Billiton
zime refinery and the develop-
ment of a deep-water harbour

indfall for Coe 0
w ‘Port Elizabeth fee llked)

beginning of a gold rush,”
Wakerford said “If we harness
the opportunities correctly, a
whole lot of new money 1s going
to pour mto this area ”

He said production 1n the
western part of the province
could rise between 12 and 13 per-
cent m real terms with the VW
and Coega developments

Mbuyiselo Ngwenda, the
general secretary of the National
Union of Metalworkers of South
Africa, said the union supported
the deal for 1ts potenfial to create
new jobs

The deal would also be a shot
in the arm for the Fish River

e
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spatial development 1nitiative,
which had been based on
automative mvesiment in Port
Elizabeth and the East London
industrial zone

VWSA had been contracted
by its parent company 1n Ger-
many to produce fourth-genera-
tion VW Golfs for export to
Britain over the next 18 months

This will double the VWSA
plant’s current production of
58 000 cars a vear to 116 000,
making 1t the biggest car man-
ufacturer in Africa

VWSA will create 1000 jobs
and spend R150 miilion on expan-
sion and improvements to its
production line o meet the order




Motor industry

employment .,
takes 3,7% (qfu)t
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Pretoria — Employment 1n South Africa’s
motor manufacturing mndustry declined 3,7 per-
cent to 34647 jobs 1 the first quarter of this
yveay, agamnst 35 855 at the end of last year,
according to the latest National Association of
Automobile Manufacturers of South Africa
(Naamsa) quarterly survey

Naamsa said the industry’s monthly average
employment complement durimng last year was
37 082 Thais is 6,6 percent higher than the
average employment complement for the first
quarter of this year

Figures released i the report, which 1s
hased on figures supplied by the seven leading
original equipment manufacturers and seven
specialist commercial vehicle manufacturers,
also showed that the monthly employment
trend was downwards

Naamsa said a single production shift
remained the norm in the mdustry, although
various manufacturers operated double shifts
1n selected areas, such as machining areas,
press shops, paint shop operations and body
shop

However, the R5 billion contract awarded to
Volkswagen South Africa (VWSA) last week
would have a big effect both on employment
levels and the number of shifts operated

This contract 1s to build 68 000 fourth-
generation Golfs for the British market over the
next 18 months

To meet the vehicle export volume, VWSA
said it would have to employ an additional 1 600
workers and would go to three shifts a day ocn a
24-hour basis, six days a week.

Naamsa said the utithisation of production
capacity m the first quarter of this year ranged
between 43 and 100 percent for cars, 23,4 and
97.1 percent for light commercial vehicles, 50
and 105 percent for medium commercilal
vehicles, and 50 and 90 percent for heavy trucks.

“With the exception of the medium
commercial vehicle manufacturimg segment,
average capacity utilisation levels during the
first quarter n 1998 continued to trend lower,”
Naamsa said.

It sa1d captal expendifure by the motor man-
ufacturing mdustry last year totalled R1,265 bil-
lion, R94 million higher than the R1, 171 billion
capital expenditure 1 1996

Of the total capital expenditure by the
mdustry m 1997, R729,7 million was spent on
product, local content and export 1mvestments
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VW deal wel
N

TI—IE National Union of Metal
workers {(Numsa) has welcom-
ed the Volkswagen South Africa
(VWSA) vehicle export deal worth
R5 billion but cautioned that the
1ssue of components needs to clar-
1fied
Numsa's gripe with the deal
which will see the Eastern Cape-
hased company build and export
168 000 tourth generation Golfs, re-
volves around the sourcmg of
components for the vehicles
“Although the VWSA deal 1s to
create thousands of jobs, we need
to examine 1t closely Sourcing of
components is vital fo the deal,”
said Elias Monage, co-ordinator of
Numsa’s engineering sector
According to Monage, 1f compo-
nents are gomng to be sourced
abroad, Numsa will engage the De-
partment of Trade and Industry,
VWSA and local manufacturers of
components as a matter of ur-
gency to discuss its 1mphications
“Qur campaign 1snot only about
job creation but also about the
preservation existing jobs. While
job opportunities will be created,
the 1mpact of the deal on local
component manufacturers 1s like-
ly to have disastrous conse-
quences and could lead to Job loss-

CQmed, but there are gripes
BY ZOLILE NQAYI QJ%\ m\“i\s,’ a Monage K\\%

Clive Williams, the Executive
Director of the National Assoct-
ation of Automotive Componenis
and Allied Manufacturers, said
because the current deal was only
for 18 months — with no guarantee
that the contract wili be renewed
- local content was likely {o be
very small

“There 1s httle opportunity for
local parts manufacturers in the
deal, the people who will benefit
are the assemblers However, we
should not hasten to criticise the
deal as there are lots of maybes as
we do not know whether the con-
tract will be renewed,” he said.

Whatever the content of local
components, the deal hinges on
an umnterrupted labour supply

Hardly a month before the deal
1s to be immplemented, negoti-
at1ons between the South African
Motor Industry Employers’ Asso-
ciation and Numsa — on wages
and other demands of employees
— are still deadlocked

Numsa has also mdicated that
the possibility of a strike cannot
be ruled out

“To realise our demands, our
battle will be won not around the
negotiating table but through our
members taking to the streets,”
sald motor sector co-ordmator

Hosea Moraped: after negofl-
ations broke down last week

VWSA’s public relations man-
ager Michael Lange confirmed
that during the mitial phase of
the deal, components for the
Golfs will be mmported, but saiwd
this was only an mterim arrange-
ment

“We are working with identit-
1ed local suppliers to ensure that
we start utidising local compo-
nents as sooh as possible

“There 1s a particular bench-
mark that suppliers have to at-
tain, but we are confident 1t 1s a
benchmark within reach of local
suppliers ”

Announcing the deal 1ast week
for the export of Golfs, managing
director Christian Maergner In-
dicated that to meet the order the
company would need an umnter-
rupted labour supply

“We cannot folerate unpro-
cedural labour disruptions ”

VWSA 1s expected to produce
8 000 fourth generation Golfs be-
tween July and December and
60 000 more next year

The order is expected to curtail
job losses in the motor mdustry
and to come as a much needed -
vestment m the economy of the
Eastern Cape with the creation of
1 000 new 10bs
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ing used as a sprin
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Reneé Grawitzky

WAGE negotiations 1n some of the
of the economy have
utes being de-
y early stages 1n
I'ocess

In general, disputes have been
declared wath empioyer offers
ranging between 4,75% and 6,5%

and umon demsands fluctuating
between 13,5% and 15

Industnal relations analysts
warned that parties were not ex.
hausting mternal remedies hefore
refermng wage disputes to the
Commssion for Conehation Me-
diation and Arbitration

The commission sard 1t was be-

major se¢tors
ended with
clared at relativ.
the negotiation p
Disputes exist 1n metal and en-
petroleum,
enucals, phar-
fast-moving

glneering, motor,
glass, industrial ch,
maceuticals and the

consumable goods se

ob [Slgg

ghoard to de-
arties’ different po-
ould be used as a
measure of last resort once mnter
nal procedures were exhausted

drew Levy & Associates con-
sultant Brian Allen gard it was ex-
tremely difficult to expect labour
negofrators to consider settle-
ments m the region of 5% when
average settlements last year
were more than 9%

(i=a

[

almost a conve
m SA labour relations that what
parties settled on last year be-
comes the benchmark for thys
year Settlements
ping slowly 1n rec
€Xpect a quantum
wards 18 optimstic and will be dif.
fienlt for umon negotiators to sell
to members,” Allen said.

Wage negotiations 1n the vehy-
cle manufacturing sector are pro-

GEro==)

parles investigat-  which dispute settlement option
g options based on a wage mod-  should be followed. Parhes could
el. Negotiations 1n the motor and .
metal sectors have, however, end- iegotiaitons, going to conciliation,
loyers arhitration or ad the coun-
ation- al's general secretary that the dis-
rsof SA

“There 13 sing, wi

have been drop-
ent years but tp
eap down-

ed in dispute between e
and umons, mclu
al Union of Metalwao
The parties mvolved 1n the dis-
pute 1n the metal i
today, m terms of the mdus
bargaimng council dispute resolu-
tion procedure,

)
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puie remamed unresolved.

3

erther consider reverting back to -

The Chemical Workers Indus-
meet tmal Union indicated yesterday
8 that disputes existed in five of the :
seéven sectors in which negotia-
to determmne tionswere taking place.
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NEWS

Closure of engine assembly operation will cost jobs, but component exports should grow

Atlantis Diesel’s monopoly winds down

SHERIEE BRIDGE

Johannesburg — Atlantis Diesel

Engines (ADE), whach has held a diesel

engine monopoly m South Afriea, 1s to

close down 1is engine assembly opera-

tions by the end of the year, the compa-

ny said yesterday

The dascontinued supply of engines
to the South African market was the
final step towards becoming an nter-
national manufacturer and suppher of
mﬁ&ﬂmﬂﬂm components

. Ron Shires, the managing director
of ADE, said demand 1n 1999 would be

supplied from stock through its licen-
sor, Mercedes-Benz

Employment levels are expected to
drop 1 the short term
However, growth opportunities
were available for the component ex-
port business, which was operating
close to full production and 1n projects
which would lead to new investment
and increased capacity

ADE has export contracts with Mer-
cedes-Benz of Germany, Perking En-
gines of the UK, Daewoo and Ssang
Yong of South Korea and Detroit Diesel
Corporation of the US

CT

ADE was unbundied into five busi-
ness units m December last year after
the Industrial Development Corpora-
tion said 1t would be reducing its hold-
1ng 1n several subsidiaries, one of
which was the engine manufacturer.

I'ne restructuring move was intend-
ed to attract third-party mvestors and
encourage black empowerment

ADE planned to reposition itself m
the face of mtense mternational com-
petition following the government’s
motor industry development pro-
gramme to 1ift protective tariffs on
diesel engines

ﬁ

)] B3t (192

This reduced protectloh, combined
with growing truck imports, was
expected to reduce engine assembly
from 8 680 to 5 818 this year

Industry sources said ADE was pres-
surised to pull out because of the en-
trance of foreign diesel engine compa-
nies offering cheaper products to
original equapment manufacturers who
previously could only buy ADE parts

ADE said 1ts product support, back-
up, replacement parts and service
would continue for the engines mn ser-
vice despite the closure of 1ts assembly
operations
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'BEING DRIVEN

OFF THE ROAD

Exports fail to plu [he hole

AURENY

mported cars will eventually account for

40% ot SA's market for new cars, pre-
dicts Manny de Canha, MD of motor ve-
hicles 1mporters Associated Motor Hold-
INgs Some SA-based companies will be
torced to abandon local manufacture

De Canha 15 not the first to predict the
downfall of local manufacturcrs It's been
accepted for years that seven 1s too many
for the size of the local market Now
Hyundal 1s about to make 1t eight with a
new plant in Botswana

The arrval of the Motor Industry
Development Programme (MIDP), which 1s
hacking away at import tanffs, has placed
extreme Ccost pressures on companies
Most have been bleeding cash as a result

Manufacturers nsist that with the help
of overseas principals to develop exports,
they can achieve the volumes that will
make them competitive But when?
Though export volumes are increasing, In
most cases they are still well short ot the
numbers required tor long-term survival

VW recently announced an export order
for 68 000 cars to the UK, and BMW hopes
o export 25 000 a year But VW’s contract
1S for 18 months only and there 1s no set

time frame for BMW 1t 1s this lack of long- |

term commiiment to SA companies that
worries De Canha The two German pro-
ducers may well become long-term global
suppliers, but the industry as a whole 1s
living a hand-to-mouth export existence It
needs many more orders like the eight-
year, R1,6bn engine export contract just
won by the SA Motor Corp (Samcor)

If it doesn’t get them, De Canha expects
some companies to halt assembly and
become full-scale importers SA manu-
facturers are already tmporting more as
they cut production of uneconomic low-
volume models That process will accel-
erate as some remaining SA-built models
come up for replacement "I'm not saying
any of the existing companies will leave
SA, only that they will find 1t more eco-
nomic to import all their needs,” he says

De Canha 1s also MD of AMH's Impenal
Car Imports division Impernial already 1im-
ports Renault and Dathatsu cars, and from
July will add korean company Kia to its

stable Dawid Furlonger |
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% of total |

Number Total
Manufacturer Cars ofsales sales car market
TR N EEREATRNE
Toyota Corclla 1587
Conquest 1786
Camry 218
RAV4 64
Lexus 24
Lanrdcruiser 49
Prado 143 3 871 225
VW CiiGolf 1332
Polo 147
GolfiJetta 831
Audi Ad 404
AB 01
AB 2 3 407 19,8
Samcor Tracer/Midge 1 08t
Fresta/Scho 534
Telstar/626 17
rord Escort 238
Falcan oc
Mondeo 211
Explorer 13
Mazda Etude 162
Pajero 136
Spacegear 5
Jaguar 23 2510 14,6
Nissan Sentra/Sabre 1085
Maxima i
Frat Uno 851
Alfa Romeo 37
Sani/Patrol 82 1 956 1.4
Delta Astra/Kadett 761
Corsa 926
Saab 20
Suzuk 13
Frontier 184 1804 1t.1
M-Benz G-Class 544
E-Class 207
S-Class B
SLS 2
SLK 18
CLK 22
Honda Ballade 713
Odyssey 17
Prelude 7
CR-V 87
Other 3 1 626 94
BMW 3-Senes 518
5-Seres 161
7-Seres 13 692 1.0
Daewoo Cielo 243
Esperc 24
Lanos 218
Nubira 181 666 3,9
Land Rover Discovery 123
Defender 79
Range Rover 9
Freslander 131 342 20
Chrysler Jeep g1
Neon g9
Vayager 70 170 1,0
Peugeot 306 25
406 33
806 A 63 0.4
Subaru Impreza 10
Legacy 4
Forester 5
SVX Sport 1 20 0,1
S S
1998 1997 % change
May 17 227 19 382 -11,1
Jan-May 80 063 102 286 11,9
Apr {16 473} to May +4,6

-1.."" -r;.. i

"'-b'-l
- %;::-P't_“l" ‘-“%Jﬁ.— -

Detta 2228 268 |
Toyota 2193 263
Samcor 1809 217 .
Nissan 1392 167, |
M-Benz 305 3,7 1
3
]
|

VW 306 37¢
Land Rover 36 12,

1998, 109 il
My 838 1280487,
JanMay 42368 4692 “i0d
Apr(B090) toMay - 429

L
M-Benz 137 83,3}
Toyota 134 3286 °

Nissan 57 13,9¢ -

Delta 41 10,0, 1

Iveco 23 5,65 4

Samcor 17 4,14

AAD 2 —Oéﬁ ﬁ
1998 _lﬂﬂd‘iqggg

May T A 508, 18,3

fanMay 7148 23483 "'TBTI

Apr (437} to May L_ﬂ

HEAVY COMMERCIALS 1

Number of sales % of market® °
MR R \

Nissan 116 2E}Dt
M-Benz 105 1a1f

Toyota 80 13,8
MAN 71 12,3
Delta 65 11,2: i
Tyco 51 88 .|
Freightliner 37 6,4
Iveco 29 50! .1
Scania 16 28 .-
ERF 5 0,9. i
AAD 4 ﬂ ]i’$ .
_1998 1997 __a_ngg
May ) Eﬂ?

Jan-May 2661 2925”"'33-1 f
Bpr(33B)toMsy . . A5,

TOTAL VEHICLE SALES |
Number of sales % ofmal‘ket‘: -

Toyota 6278 23 ?5}
Samcor 4336 18,3,
Delta 4238 16,0,
YW 3712 14,00 .
Nissan 3521 13,3v
M-Benz 2173 82t |
BMW 692 2,6 | |
Other 1 595 6, O
i o
. _ 1098 marcﬁgg: "‘
May BE5 0% 136
Jan May 137046 154485 -3
fpr (25589} to May +31

1
arel

Source NATIONAL ASSOCIATION OF AUTOMOBILE MANUFACTURERS OF SA




No motor
plan, no
car makers,
says Kopke
(3] e () 5 s o2

RoOY COKAYNE

Pretoria — South Africa’s motor
vehicle mdustry would crumble
without the export mcentives of

the motor 1ndustries develop-

ment programme, Christoph
Kopke, who 1s the president of
the National Association of Auto-
mobile Manufacturers of South
Africa (Naamsa) and the chief

execufive of Mercedes-Benz

South Africa, said last week

Kopke’s statement comes
weeks after the award of an
export contract worth over
R5 billion to South African motor
vehicle manufacturers "

The export mcentives allowed
motor manufacturers to offset
import duties with credits
earned from exports, a practice
which Kopke saud was not
compatible with the World Trade
Organisation (WTIO) =~

But Kopke said Alec Erwm, the
trade and mdustry mimster, had
stated that motor vehicle mdustry
export mecentives would confinue
after 2002 The motor mdustries
development programme was
scheduled to end then

“Some 1mventive ways will be
found to obtain WTO compatibyi-
1ty so there aren’t any distortions
on the export market I'm confi-
dent the auto mdustry will have
export meentives after 2002

“The auto mdustry 1s a huge
economic driver i this country,
and government cannot afiord to
do something that affects the
status quo 1 the short term It
needs to give the mdustry time {o
integrate 1tself into the world
auto mdustry” )

Kopke sa1d Naamsa’s position
n terms of the mid-term.review

of the programme; wh:iuh was -
- - - gl g b - — -
currently takmg nlace, was that

the programme was generally
achieving what government set
out to achieve and radical
changes should not be made
“The major problem with
dramatic changes 1s that the
programme would lose total cred-
b1ty with source countries ”




PORT ELIZABETH __ tenhdge- [ Ag the to be world-class, the
ased car malkep Volkswagen QA Production procegg should reflect go
SA) has gone on 4 Massive recrwit- pew way of dnm% things u
INg Spree to ensyre 1t will be able to € avallable for the traxmng pro-
meet 1ts R5phn €Xport order for 68 00p Cess was severely constrained becayge
ourth-generation A4 Golfs the firsi Production carg hag to come:"
The company’ Commumecations off the production hne by July 1 -
head, Mati ch, saxd in Utten- To mncrease Production tg ye uired
hage yesterday that the plant would pe levels the plant would move to a three-
ready to go 1nto pProduction early next 24-huur—a—day pattern
month To do thg 4 would need to om De Klerk said trammg would be
ploy about 1 000 new workers done 1n severg] Phases. After an mten-

VWSA will Spend more thap R10m e production traimng and have the
In fotal on traming employees for the VWsa Corporate structnre and rules

€Xport programme explamed to them Only then woulg
VWSA registered with the labour they be on the A4 Line

department a5 5 traiming provider for De Klerk said tq date 1 365 aﬂ:h—-

unemployed People, will trapn t €New cations had been procesged of which

labour department which has con. of acceptable applications wepe from
trbuted R2 8m owards the cost women — a first at the lant.
€re are three mensions to the VWSA ha I‘BCaHEJJ sorme of itg re-
tramming of the recruits. lired employees to help train recruits,
O Trammng mtiative woylgd focus on  Some of the €x-employees had come in
the caritself, Over a weekend to strip down and ye-
' | OJ Success would depend op matchung  buld gne of the new Goify to fams].
the right People and skills, and 1arise themselyeg withit. — ECN.
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CAR manufacturers are mcreas-
mgly buymng their own vehicles
to maintamn reasonable sales lev-
els and reduce stock amd
gloomy mmdustry prospects

New car sales have tumbled
by 11 9% to 90 063 1n the first five
months of the year from 102 286
i same period last year The
purchase of single unit sales, as
they are called, for use by staff,
has imcreased commensurately

Sales prospects for the rest of
the year are equally grim

The National Association of
Automobile Manufacturers of SA

ST( &I
EJDUQ’HY ENE;!__S_
By DON ROBERTSON

(Naamsa) has warned that in-
dustry expectations of a recov-
ery in new vehicles sales m the
second half of the year might be
delayed because of the uncer-
tain economic outlook

Difficult trading conditions ex-
perienced by manufacturers
have left many with httle or no
profit, and profit-sharing bonus-
es are hkely to have been
trimmed or dropped Many com-
panies are thus offering employ-

1a¢ -

ees new vehicles as an addition-
al perk, say industry sources

During May, when ndustry
sales fell 13 6% year-on-year,
BMW managed sales of only 692,
about half the usual monthly fig-
ure The figure would have been
substantially lower had BMW
not bought 110 or 15 9% of 1its
own vehicles But the group was
helped by substantial exports of
809 umts

Also 1 May, Delta bought
11 5% of 1ts total sales, Nissan
11 6% and Volkswagen 11%

These purchases are well

ﬂ-m
L]

ars to boost sales

ahead of the normal trend

In 1997, BMW bought 9 9% of
its reported sales numbers,
Delta 101%, Mercedes-Benz
6 4%, Nissan 105%, Samcor
4 1%, Toyota 4 3% and Volkswa-
gen 65% This represented 15
226 single units sales during the
year or 6 3% of the total sold

In the five months to end-May,
BMW bought 97% of its own
cars, Delta 101%, Mercedes-
Benz5 1%, Nissan 11 9%, Samcor
6 8%, Toyota 3 7% and Volkswa-
gen 10 3% Inall, single umt sales
represent 7 2% of total sales

e ———
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PEOPLE LIVING IN the West Coast suburb of Atlantis have long had to contend with the

shortage of local employment

Now, as the core industry prepares to shed 30% of its

workforce, they fear the onset of total stagnation. Senior Writer YAZEED FAKIER reports.

HE troubled economy of
the apartheid-created
town of Atlantis has
takent another body blow

#. with the announcement
that at least 600 jobs 1n 1ts industri-
al area will be shed by the end of
the year

Half the esttmated 100 000 resi-
dents of Atlantis and immediate
surroundings areas are unei-
ployed

The town was established 26
years ago to accommodate what
was regarded as an “overflow” of
“coloured” Capetoruans It has lost
15 of its ltfe-blood factories over the
last 18 months, reducing the num-
ber to around 80 — of which 20 are
considering moving 1f conditions
do not improve dramatically

About 60% of the working resi-
dents are employed by mdustries
1n Atlantis, and 40% have to com-
mute daily to as far as Cape Town
to work

Announcing its retrenchments,
Atlantis Diesel Engines (ADE), the
company that 1s the business
anchor of the West Coast town,
said the supply of engines to the
local market would be discontin-
ued as it changes its focus to

exporting engmes

“We had a big export contract
of 10 000 engines to Cuba that
mcreased the level of assembly to
the point where 1t was economical
But that ends in October and at
that pont the demand for engines
drops tremendously Local
demand 1s quite tow and will drop
below the point where we can sus-
tain the business ”

With the R450-milhion Cuban
contract runmng out, the acquis:-
tion of additional contracts was
still being explored, but Shires felt
this was unhkely to matenalise

He ascribed the drop 1n local
demand to the change 1n import
tariff charges and said there was
good reason to

“Nobody 1s looking for alterna-
tives i Atlantis because there 18 no
work here Most of the companies
are closing *

Fifty-two-year-old sentor opera-
tor Moses Biggs 1s concerned at
how he will be able to provide for
s wife and five chuldren

“It's hard to get a job at my age,
there's no work here We'll have to
see " he says

Fellow operator Ralph Beukes,
32, 1s in the same boat After work-
ing at ADE for four vears, he says,
with an air of defeat, that he hasno
1dea where to look for a job

Warnings have been sounded
that 1f jobs continue to be lost at
the present rate, the suburb 1s in
danger of “collaps-

establish ADE 1n gm NQGQN 1ing” and of being

Atlantis in 1980 “turned mnto a ghost

snce it was mtend- | d€aAnd \u_uw. town”

ed to be a corner- . There will also be

stone industry that Q\um %%nuﬂmh IMore pressure on 1ts

gemployer | iSO longer o e and
“The sad part | ecortommicel crime-prevention

about 1t 1s that 18 SeIvVICes

years on, ADE 1s still Superintendent

the big employer,
whereas, in theory, by now Atlantis
should have had half-a-million

becoming an international manu- — people and we should have been

facturer and supplier of automotive
components

“The local demand for the
engines has dropped to the point
where 1t 15 no longer economaical,”
ADE managing director Ron Shires
told the Cape Trnes

If production was continued
under present conditions, the com-
pany would lose money and ulti-
mately go out of business

Shires estimates that the com-
pany will eventually retrench
around 30% of its total workforce
of 2250

He said the company had sus-
tained the engines business by

one of a number of big employers

“That’s a problem to us because
1t means that when ADE has prob-
lems and has to downsize, as we are
going to now, it has a much bigger
impact on the community than 1t
should have ”

While ADE’s labour force has
been informed of the jobs crunch
well in advance, 1t has stall not soft-
ened the blow for ndividual work-
ers facing retrenchment

“I'm very worried about the
future,” said 23-year-old ADE oper-
ator Gavin Adams, who 1s hoping
to reClaim his old job at a winery
co-operative i Stellenbosch

F

Arthur Roman, a
policeman 1n Atlantis for more
than 20 years, says “Unemploy-
ment 1S the order of the day
because of the many factones clos-
1ing down, and, as we have seen,
unemployment has a direct 1nflu-
ence on crime levels “

He said most of the crimes were
survival crimes”

“People tend to open shebeens,
buying five to 10 cases of beer,
which they then sell at a profit to
be able to buy food ”

He said there were about 260
shebeens 1n Atlantis, of which only
23 were what he called “hardcore”

“The restis all for the pot ”

The fact that women were
ncreasingly better able to secure
work often led to confhict in the

i

i

CUBAN CONTRACT: Production hne operator Pieter Samuels assembles one of the consignment of Cuban engines, seen in the background, that will keep Atlantis Diesel Engines’ engine

production section alive until October

home, where men felt their tradi-
tional role as breadwinner was
bemng threatened

There 1s consequently an
increase m the demand for hospital
services

Atlantis’ Wesfleur Hospital 1s
hopelessly undetstafied and unde-
funded for the pressing need of the
suburb, which was originally

Intennded to have a 400-bed hospi-
tal, whereas Wesfleur has only 25
Even these are not in use
because the hospital has a serious
staff shortage It has only one elec-
tro-cardiograph machine for the
300 patients 1n casualty and 6 000
who visit outpatients every

month
The operating theatre has not

been functioning for two years

Des Stumpf, the doctor in
charge of outpatients, says “This
place (Atlantis) 15 defimtely starting
to crumble now It never was good,
but if you are losing your only
source of income, which is the
industry here, where else are peo-
ple going to earn money?”

A member of the Wesfleur hos-

after which the company 1s to concentrate on becoming an international supplier — with the loss of about 600 jobs

pital board, Catholic priest Father
Mark Pothier, says most of the
cases he deals with concern alcohol
abuse, mfidelity, wife-battery and
drug abuse

“The social fabric, famuly values
have broken down here because
parents leave early in the morning
to go and work outside Atlantis
and the kids are left on their own

PICTURE® GARTH STEAD

They get involved with all kinds of
crime because there's no parental
guldance for them The result 1s
that there 1s no respect for authors-
ty here”

He said that as much as there
were cries for help for other undet-
privileged areas, "so 18 the cry here
that we also get the necessary fund-
(JTum to Page 3
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Car makers to
expand vehicle

finance share
(1%) crr) 3/ 7/4&

Pretoria — South African motor
manutacturers were hikely to merease their
share of the financing business over the
medium term, Brand Pretorius, the chief ex-
ecutive officer of McCarthy Motoy Holdings,
sald yesterday

He said this prediction was based on the
American experience and the fact that veh-
Cle financing 1 South Africa had changed
dramatically over the past three years, re-
sulting m structural transformation m the?
mdustry i

NMeCarthy Motor Holdings and Imperial
Motor Holdings, South Africa’s two leadmg
motor retailers, had both started thewr finan.
cial services divisions to reduce their re-
liance on new vehicle profits, Pretorius saxd

" He said between the two companies they
. controlled more than 20 percent of the tota]
‘new and used vehicle markets “This sigmifi-

cant captive platform will ensure they devel-
op mto formidable players m the vehicle fi-
nance market over the longer term ”

Pretorms saxd under the previous order;
vehicle financing was almost the exclusive
doman of the traditional “wheels banks” "
the new environment, however, a number of
additional competitors had Joined the fray

i “Major new players had emerged m the
form of the manufacturers’ captive finance
companies as well as mayor retailers starting

‘their own banks

1y “Manufacturers are using thewr own fi-
Hance companies primarily as a marketing
'tool, and also to generate additional profits
Thewr third objective 1s to retam ownership

f their customer base,”

Pretorius said McCarthy Motor Hold-
Ings regarded the creation of 1ts own bank
as an mmportant strategie mitiative

“We believe our financing operation will
develop mto one of our most Important rey-
énue sireams If also puts usm a positicn to
offer our customers the best value and ser-
vice 1n the vehicle finaneing field In addr
tion, by providing our clients with a one-stop
Service, we stand a greater chance of retam-
g them ”

+He said apart from manufacturers’ cap-
tive finance companies and the banks of
leading retailers, the traditional wheels
banks had also been challenged by many
smaller banks, which regarded vehicle fi-
nancing as a lucrative arena

“The wmners will be those players who
succeed 1 delivering the best value and ser-
vice to their customers,” Pretorius said
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Carmakers
win first
round in

Numsa war
Y3 )

OY COKAYNE

Pretoria — The Antomdbile Man-
ufacturers Employers’ Organisa-
tion (Ameo) was granted an
mterdict on Friday stopping the
National Union of Metalworkers
of South Africa (Numsa) from
engagmg in an 1legal strike af 1ts
seven car plants, said Brian
Smith, the chairman of Ameo

Smith said the order, granted
by the Johannesburg Labour
Court, was necessary as Numsa
|  members at all Ameo member
{. . plants had staged protests which
. had disrupted production

At certain plants Numsa
members were also refusing to
work overtime, he said Ameo
represents BMW, Delta Motor
Corporation, Ni1ssan, Samcor,
Toyota and Volkswagen.

Smith said Ameo could not
allow the umion to “use the
Labour Relations Act when 1t
sinted them but to 1gnore the law
af plant leve] and engage 1n 1llegal
and unprocedural industrial
action which cost the mdustry
miilions of rand and threatened
export contracts”

Dumisa Ntuli, a Numsa
spokesman, sald the interdict

was regarded as a serious
onslaught by the manufacturers

agamst Numsa members

“We are heading for a-major
battle wath employers who don’t
want {0 meet our demands,” he
said “The interdict will imntensify
he frustration and anger among
our members over the miransi-
gence of the employers ”

Ntul1 said Numsa had not
opposed Ameo’s apphication, but
he stressed the mterdict was an
interim order and Numsa had
until July 31 to oppose it.

He said the mierdict did not
restrict Numsa from protesting
Its members would continue
thenr lunch time demonstrations
at the various plants In terms of
the mterim imterdict, their over-
timerban was suspended, he said

Numsa formally declared a
dispute with Ameo last week
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Car makers face t?
2

Roy COKAYNE

Pretoria — Vehicle sales and
motor mahufacturers’ profitabiii-
ty — nexther of which could be
described as robust even before
the start of the rand’s deprecia-
tion m May — would suffer m the
months ahead, the latest motor
industry report by Standard
Bank’s economic division pre-
dicted last week

The report said the deprecia-
tion of the currency by 20,4 per-
cent between May 22 and July 14
this vear had “cast a heavy pall
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prime rate in the wake of the \rand 'Car sales were stimulated

rand’s depreciation would reduce
demand for vehicles, while the
rand’s depreciation would in-
crease the cost of importing
complete units as well as compo-
nents m the medium term

“This will lead to mcreased
car prices, which will further
dampen demand,” 1t sa1d

The report said that, unlike
the 1905 depreclation, car prices
could rise 1n real terms while
sales would be adversely affected
as a result of the rand’s weakness
and high mterest rates

because of increased competl-
tion brought about by the signifi-
cant lowermg of tariffs on com-
pletely built-up mmported cars
This manifested in a wider
range of models and marques as
well as a price war, which result-
ad 1 the real price of cars falling
However, the report said car
prices were unhikely to rise as
sharply this vear as they did m
1984, prumarily because the mar-
ket was more open and more
competitive than 1t was then
However, according to the re-

1 over the South African motor m- In 1996, car price 1creases port, higher car prices were I1ike-
e dustry”’ were Iimited and sales robust m 1y to feed through to the pubhc
Tt said the increase 1n the the wake of depreciation of the only from the end of this year
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Strong pound may mean more

La
ROY hc;mms Gq:l )

Pretora — BMW, the executive
car producer, would mnot
incerease the production of
Land Rovers 1 South Africa n
the short term, although the
strong pound was threatening
profitability at 1ts British plant,
Conrad Schmaidt, the manager
corporate planning of BMW
South Africa, said yesterday
He said the possibility of
raising production “may be true

nd Rovers are
o (me.) A3 ]9

in the mediuh to long term”
BMW SA makes 14 Land Rover
Defenders a day 1 Pretoria for
South Africa and Africa
Schmidt sa1d a study had
recently been conducted into
Defender exports for 1998-99 but
this had “not come to fruition”
He said this decision was
hased on where to allocate
capacity It was decided there
was sufficient capacity at
BMW’s British plant, but “it
would be possible to introduce a

I, r v ¥

made in SA

second shift (in South Africa),
thereby doubling capacity”
Rover, the BMW unit, said n
Britain yesterday it would lose
at least 1 500 jobs and put some
workers on a four-day week as it

fought to undo the damage

caused by the strong pound

About 56 percent of Rover’s
production goes overseas and a
senior Rover executlve was
quoted as saymg the shifting of
production had become 2 real
possibility




Past London - Produc-
tion was disrupted at the
Volkswagen SA plant at
Urtenhage when a group
of about 1 000 workers

walked out 1 support of

a dqmand for a R1500
school umform loan
across the board

A statement from
VWSA spokesman Ray-
mond Hartle yesterday
sa1d that National Union
of Metalworkers of SA
(Numsa) shop stewards
informed management
that workers Were
unhappy with an agreed
R1 500 revolving loan
scheme for workers who
could afford it They had
demanded instead a
R1 500 school uniform
Joan for all employees.

Mr Hartle said the
demand would create
further financial prob-
lems for workers and
management would not
agreetoit Y

A Numsa spokesman
said the union would
reserve comment until
today —ECN

———-——




Ulitenhage strike ‘may affec

Hd “P‘ILI

Hartle said “f the stoppage contin-
ues 1t could affect Volkswagen’s ex-
port mitiatives”

According to Hartle the strike,
which started at 8 45am yesterday,
relatedtoa company loan scheme
f Metalworkers
of SA (Numsa) shop stewards in-

Own éorrespnndent

gen’s R400m €xport order for
Britain, as wel] as exports to Aus-
tralia, could be hit by a work stop-
Page at the Uitenhage plant
Although the plant still has stock

It hand for the loeal market, the formed the company that their mem-
strike could affect the delivery of bers were unhappy with a R 500 re-
5 000 Golfs to the UK by Apri volving loan scheme agreed with the

Confirming that workers on both company, and are now demandmg a
shifts had downed tools yesterday, R1 500 school uniform loan, to be
Volkswagen spokesman “Raymond

, +F

,q > %)%:9-é)

gard less of take-home ay ”

Volkswagen said 1t had reached
agreement with the union last
Novemberto implement a R1 500 re-
volving loan scheme through Stan-
dard Bank

About 4400 Numsa members
met the agreed requurements for the
loan, but about 1 000 were not ely-
gible because repayments would re-
duce thewr take-home pay to less
than 35% of therr gross earnings

Numsa wasg not available for com-
ment last mght,
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Row over school uniform loans threatens R400m exports

FRANK NXUMALO
LABOUR COHLESPONDENT

Johannesburg — Volkswagen
South Africa (VWSA) would
apply for an urgent court mnter-
dict this mornmg if the National
Union of Metalworkers of South
Africa (Numsa) was unable to
persuade 1ts striking members at
the Uitenhage plant to return to
work, Matt Gennrich, the VWSA
spokesman, said yesterday

“The company has also
warned Numsa that the strike
seriously threatens to undermine
the current export order of 5000
Golf vehicles (valued at R400 mal-
lion) to Britain This order must
be fulfilled by April this year and
tight shipping deadlines are
being compromised by the
strke,” Gennrich said

“In the current economic
climate and in the face of very

tough CDmpEtltlﬂgl(tEB 1ﬂc>1

motor mdustry, it 18 1unperative
that all parties work together to
ensure a viable 1ndustry and
protect jobs,” he said

Gennrich said Numsa shop
stewards had informed the
company that their members
were unhappy with a Rl 500
revolving loan scheme condition-
ally agreed with VW, and were
1instead demanding “a R1 500
school uniform loan to be made
avallable to all workers” regard-
less of whether they met compa-
ny conditions

He said more than 1 700
workers had already apphed for
the revolving loan scheme and
would get 1t by Friday

Gennrich said it would appear
the problem revolved around a
group of about 1 000 workers who
did not gqualify for the loan
scheme as they “were already

strikers
15 W;@

VW to seek order on
Uitenhage

®
heavily m debt” @'\

“The company 1s not prepared
to deviate from thas agreement as
1t would create further socio-eco-
nomic problems for employees
who are already experiencing
financial difficulties as a result of
previous loans and other finan-
c1al commitments incurred,”
Gennrich said

“By not working today, the
average employee will have lost
R250 m wages, which certainly
does not make sense if employees
claim to be short of money ”

However, the union said,
whether the sirike would con-
tinue would only be known after
a mass meeting scheduled for
this morning “Workers have
agreed to an urgent meeting to
determine whether or not they
will continue with the sirike,”
said Dumisa Niuli, Numsa’s
spokesman




Volkswagen,

Vuyo Mvoko

VOLKSWAGEN workers started
returming to work yesterday,
bringing an end to a dispute that
- started on Tuesday when they
downed tools at the company’s
Uitenhage plant after some work-
ers were refused loans for their de-
pendants’ school needs.

National Unron of Metalwork-
ers of SA (Numsa) spokesman Du-
misa Ntulh said the workers
agreed to return on the basis that
their cases would be handled 1n-
dividually by the comp any Work-
ers dissatisfied with the compa-

T — ety -

l

ny’s handling of ther cases would
be attended to by the union’s shop
stewards, 1t was agreed
Volkswagen spokesman Ray-
mond Hartle said the illegal
strike, if prolonged, would have af-
fected tl'?e company’s scheduled
R400m export of cars to Britain
Sapa reports the strike cost th
company almost R48m in
turnover, Volkswagen commun-
cations GM Matt Gennrich said.
He said Numsa representa-
tives had accepted the company’s
offer of assistance for those work-
ers who did not qualify for the re-
volving loan scheme at a meeting

workers ﬂrike oan
D INIA8 (exs

eal

&S (129) |
w1 ; agement yesterday |

Numsa had given an undertaking
that striking members would re- !
turn to work immediately. :

Volkswagen, 1n turn, would not | *
proceed with its planned apphea-
tion for a court interdict 1f strikers |/
complied with this undertaking
and returned to work.

The eement states that |
workers who do not quahfy for the
company’s R1 500 revolving loan
scheme can, under certain cond-
trons, borrow up to R400 to buy
school uniforms for their children.

Repayment terms will be based
on eacﬁl worker’s circumstances
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VVW worke

Roy COKAYNE

Pretoria — Striking workers
at Volkswagen South Africa
(VWSA)1n Uitenhage returned to
work for the afternoon shift yes-
terday after production at the
plant was disrupted for three
days, a company spokesman said

The strike resulted 1 a loss 1n
production of 300 cars a day and
cost R48 million 1 turnover, Ray-
mond Hartle, the corporate rela-
trons manager for VWSA, said
yesterday Each worker also lost
an average of R120 a day

The strike was the result of
unhappmess among members of
the National Union of Metal-
workers of South Africa (Numsa)
over a R1 500 revolving loan

I

s call off their strike
qﬁéﬁ m{tfnél/y Zgér’eeji appeared th e/gcf 5 were

upon by VWSA The workers
were mstead demanding a R1 500
school uniform loan for all work-
ers, regardless of whether they
met company conditions

Hartle said the refurn to wo
followed an undertaking given to
VWSA's management by Numsa
that all employees wonld resume
normal duties from 2pm yester-
day

He said VWSA accepted this
undertaking 1 geod faith and on
the strength of this undertaking
had not proceeded to the Labour
Court yesterday m an interdict
application No disciplinary ac-
tion was currently planned
agamst any employees

However, Hartle said that if it

e

not complymg with Numsa’s un-
dertaking, the company would
proceed with the mterdict appl-
cation as soon as 1t could be
heard i court.

“Numsa has also accepted the
company’s offer of assistance for
those employees who do not qual-
ify for the revolving loan
scheme,” he said

“In terms of the offer, if an -
dividual employee can prove that
his or her chald will be excluded
from school for not having a
school uniform, the company will
provide up to R400 for each em-
ployee

“The repayment terms of this
loan will be based on each mdi-
vidual’s circumstances,” he satd.




o

PORT ELIZABETH — Volkswa-
gen yesterday warned the Nation-
al Unmion of Metalworkers of SA
(Numsa) that a strike at Volkswa-
gen’s Uitenhage plant was illegal

If workers were not on the job
by 9am today the company would
apply for an interdict forcing them
to return, 1t said

Workers downed tools on Tues-
day morning after a loan scheme
dispute Numsa said members
were unhappy with a R1 500 re-
volving loan scheme They were
demanding a R1 500 school um-
form loan for workers regardless

Volkswagen threatens interahia

C
of their take home Fay. qa
A spokesman for Volkswage
saad that m terms of the agree-
ment with Numsa signed on De-
cember 5 last year, the loan ap-
plied only to workers earnming
above a specified mmmum About
1 000 employees did not qualify
Volkswagen said that more
than 1700 employees would re-
cetve loans under the agreement.
“The company 18 not prepared to
deviate from this agreement as 1t
would create further socioeconom-
1¢ problems for employees who are
already expe 'nm finapcial ¢
&

n~illegal’ strike
ﬁ;)tms as a result of previous

loans and financial commitments
incurred,” the spokesman said.

Volkswagen warned Numsa |

the strmke threatened to under-
mine an export order of 5 QQ0 VW
Golfs to Britain, The order must
be fulfilled by April and tight shap-
ping deadlines could be compro-
mused, the company saud

Numsa general secretary
Mauyr Ngwenda said yesterday
the union understood the compet-
itive nature of the motor industry
and would try to resolve the issue
as quickly as possible, — Sapa.

—_




MOTOR INDUSTRY

'DOMESTIC PROBLEMS COULD
GOST SA DEAR

Crime and labour disputes could drive investors awav

(MIDP) The programme, which
runs until 2002, 1s designed to
make the industry globally
competitive  The Department
of Trade & Industry (DTI),
which administers 1t, 1s about
to publish a mud-term review,
recommending changes for the
remaining four years

A prelmimary DTI study sug-
gests these changes may be
significant The chief MIDP tool
has been reduction of import
duties on built-up cars From
115% 1n 1995, this protection 1S
already down to 54% and will
shrink to 40% by 2002 The DTI
wants 1t to settle at 20% In
2007 The intention 1s that this
exposure to competition will
gncourage SA companies 10
concentrate on high-volume,
cost-effective manufacture,
and augment thus with exports
Mercedes-Benz SA chairman
Christoph Kopke says compa-
nies wiil need a domestic mat-
§ Ket three times 1ts present size
| to match the reduced protec-
y tlon
{ Though the DT! says the
{ MIDP has achieved progress, 1t
i hasn’t done so quickly enough,
and has created some unfore-
seen complications

For mstance, 1t says that
though export earnings have
soared since 1995, so has the
mdustry’'s trade deficit The
abandonment of former re-

mitted to chanty indefinitely
Global manufacturers, which
" have acquired greater control
of SA compamnes, are likely to
be far more ruthless than their
“country cousins”

SA motor manufacturers
have been generally unprof-
itable 1n recent years Among
the exceptions 1s Toyota Butl
even the market leader hasn't
found it easy Reduced tanff
protection agamst 1mports,
shrinking profit margins, and a
rand 1n danger of disappearing
up 1ts own decimal point, have
all hit companies So have
economic  slowdown, low
business confidence and gal-
loping interest rates

Vehicle sales in 1998 are
more than 11% down on last
year Toyota chairman Bert
Wessels expects no improve-
ment for the rest of this year,
and predicts the company’s
profitability will be lower than
in 1997 Brand Pretonus, chait-
man of SA's biggest vehicle
retail group, McCarthy Motor

Foragn Motor Companies are reassess- ‘
ing therr long-term manufacturing
plans in SA

Recent major investment and export
contracts have tied companies to this
country for the immediate future How-
ever, they say 1t 1s becoming more difficult
to do business i SA They cite crime,
inconsistent industry policy and an €x-
pensive and strike-prone labour force as
thetr main worries

German car maker BMW, which has just
spent nearly R1bn on turning its SA sub-
sidiary into an international export op-
eration, says 1t 1s monttoring 1ts future here
French manufacturer Renault, which would
like to use SA as a production base for
Africa, Australia and South America, says

the time 1s “not nght” for local assembly 5

Most SA motor companies admut pri-
vately that indefinite local assembly can-
not be guaranteed As Ford US economist
Marty Zimmermann points oul, massive
over-capacity in the global auto industry 15
likely to grow from 1ts current 18m units a
vear 10 25m by 2002 Zimmermann, in SA
last week to brief Trade & Industry Min-
ister Alec Erwin on the state of the world
motor 1ndustry, says SA must adapt
quickly 1f 1t 18 to survive

»> You can’t ignore
foreign investors, but
why should we postpone
transformation because
of them? <<

Mbuyt Ngwenda

s

i

> Eilher le don't
understand the message

Other economists say many SA invest- | Holdings, also expects contin- hey are sending quirements for minimum local

ments are still made for social reasons, | ued domestic market strain g content, an export-comple
overseas, or they don't "

rather than economic ones In the Eastern | Industry cost pressures have (¢ mentation process that aitow:

Cape, particularly, the departure of motor | been worsened by the three- Gare manufacturers duty-free 1m

= and components companies would be dis- | year-old motor  industry Peter Foster ports of vehicles to the samw

astrous But bilhons of rand can’t be com- | development programime value as exports, and a further

DAEWOO

RUNNING BN
EMPTY

he vanishing rand 1s playing havoc
with Korean car maker Daewoo Not
only has 1t forced the company to aban-
don plans for an SA assembly plant, but
it 15 also pushing the local subsidiary
and its dealers into the red

Daewoo Motors, which imports fully
built cars into SA, 15 a wholly owned
subsichary of ns Korean parent Its
problems are symptomatic of those
faced by other importers attracted o
SA since import duties on pre-built cars
began tumbling 1n 1995

Many of the advantages have been
negated by the rand's freefall Daewoo
has hmited the damage through an
aggressive export programme allowing
it to claim rebates on import duty

When Daewoo came to SA 1n 1996, 1t
planned sales of 1000 cars a month,
and briefly touched that level Marketing
GM Manus de Waal says dealers need
800 a month to break even Thanks {0
price Increases caused by weakness
against the US dollar, in which the local
company pays for imports, current sales
are sometimes half that

Earher this month, when Korea
stopped producing the Cielo, the entry-
tevel car which accounted for most SA
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27% duty-free allowance on 1mported
components mean manufacturers are im-
poriing more than before And though
exports of built-up vehicles are rising, the
DTI 1s worrted that most export earnings
come from components not used on SA
vehicles and therefore “do not contribute
directly to bringing down the costs of
domestically assembled vehicles”

The answer, says the DTI, 1s to reduce
the duty-rebate value of component ex-
ports One proposal 1s to reduce the rebate
on all exports, another 15 to penalise only
some The department says such Changes
would not be phased in before 2000 for
fear of harming existing contracts and
creating investor uncertainty Even that 1s
too soon, say local compantes, who argue
the existing framework should remam in-
tact untul the MIDP expires in 2002

“We don't like 1t,” says BMW SA MD
Peter Foster "It prolongs the payback on
Investments Any manufacturer that has
made decisions based on the MIDP will be
hurt And 1t raises the question of how
much confidence mvestors may have 1n
the stability of future government pro-
grammes "

Land Rover SA MD Piet Rademeyer
agrees "We have invested and planned for
consistency until 2002  He adds that Land

Rover and 1ts suppliets need certainty 1t |

they ate to bid tor billions of rand In
components that the Rover Group plans to
source tfrom outside the UK

The effect ot crime 15 less easy to eval-
uate Berndt Pischetsneder charrman of
BMW 1n Germany, threatened two vears
ago to siale down SA mnvestment 1f gov-
ernment falled to address the issue He
must have been persuaded because the
linishing touches are being put to a R920m
mvestment programme at the plant out-
side Pretoria that will allow BAMW SA 1o
Sxport 25 000 cars a year worth R4 2bn,
irom 2000 Foster, however says Crime

Daewoo sales, the local company of-
fered dealers an alternative But before
the arrval of the first consignment, the
rand fell 23% aganst the dollar Dae-
w00 was forced to ncrease prices by
8%-10% a model, agamst local man-
ufacturers’ average of 29%-3%

To remain price competitive, Dae-
woo and 1ts dealers have slashed profit
margims De Waal says Daewoo 1tself 1s
losing money on every sale He con-
firms that McCarthy Motor Holdings,

reémains serious enough to make outsiders
“wonder 1f SA 15 safe enough to invest i’

The biggest concern for foreign mvestors
and export customers 1s labour A recent
Six-day national strike at assembly plants
has been followed by secondary strkes n
support of workets at components com-
panies The industry has a history of dis-
putes “Either people don't understand the
message they ate sending overseas, ot they
don’t care,” laments Foster

Mbuyr Ngwenda, general secretary of
the industry’s main union, the Natjonal
Union of Metalworkers (Numsa), says he 1s
fully aware of the message ‘We care
about creation of jobs and we care about
attracting foreign investment We're not
rymg to be destructive But this Industry
has a history of inequality and low wages
which must be addiessed You can't 1g-
nore foreign investors, but why should we
postipone transfoimation because of
them®”

Ngwenda discounts the 1dea that SA
should turn itself into a source of cheap
labour “I agree that capital will always

SA MOTOR

B DIF EICHL

SA’s biggest motor distributor, 1s re-
considering tts Daewoo business Mc-
Carthy confirms 1t 1s losing money on
the franchise

SA executives are trying to persuade
the Koreans to reduce prices to SA The
other solution 1s local manufacture Ko-
rea gave appioval last year for the SA
company to build 1ts own plant “When
we got the go-ahead, the exchange rate
was R3,64/US$,” says De Waal ‘The
decision 1s now on hold *

e — _—
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| foliow cheap labour costs But why should

we be cheap® We don't think people
should have to exist on poverty wages ”
BMW depends on guaranteed produc-
tion to achieve 1its projected R4.2bn n
annual car exports, plus R900m/year 1n

- leather seats So does VW if 1t hopes to

extend an 18-month, R5bn contract to
butld 68 000 Golfs for export to Europe
The same-applies to Samcor 1t 1t wants to
fulfil a RI,6bn European order for Ford
engines  Othet vehicle and components
manufacturers are also frightened that
continued labowr problems could cost
them dear — not just 1n exports, but also
In parent companies’ confidence

Foster says "We are all asking our-
selves 1s SA the right place to build and
€xpott in the long term? We need an
economic upswing to ofter a sound local
demand base We need competitive costs
and supply for exports We need affordable
wages and stability We all feel SA 1s at a
crossroads I think the answers will start to
become clear in the next two or three
years ” David Furlonger

OUTWARDLY PROMISING |

05 96 97 98 09

He stresses that, come what may,
Dacwoo will remain 1n SA If inter-
nattonal co-operation talks between
Daewoc and US giant General Motors
are successful, the SA company may
turn to Port Elizabeth-based Delta Mo-
tor Corp, which ts 49% owned by GM
“That 1s an obvious route for us,” says
De Waal “We would probably ash them
to build for us on contract, in the same
way as Nissan builds Fiat cars at its SA
factory ” Bavid Furlonger

e —
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THE National
Metalwurkers

Dounced that .
metal and engin

wul be subjected

Union of
(NUM) ap.
mployers 1p
€enng, veh;-
cle ang tyre manufactumg

to a 24-hour

minumum ’rates has
been a lnng—sta.ndmg union
de?hand

tically Impossible o negoti-
ate actual rateg for more than
18 000 employersg country-
wide, Despite  thyq they
remained open ¢, continye
negotiations

The strike centres op gz l,
Dumber of demands relating :

sovernment’s role 1n the
restru £ Process and the




Numsa strike

tests new

13]30% zv

anx NXuUMALO

' l g g LABOUR EDITOR
han(g}&) 2l'»*Im:tru.ﬂ: 220 000 workers

alhed to the National Union of Metaiworkers
of South Africa (Numsa) are due to down
tools tomorrow mornmg in a countrywide
combined sympathy and primary sirike
against the car and steel industries

Marchers will assemble at designated
pomts in Johannesburg, Pietersburg,
Pretora, Bloemfontemn, Durban and Witbank
at about 10am.

The unmon has already settled with the
Steel and Engimeering Industry Federation of
South Africa and the Automobile Manufac-
turers Employers’ Organisation (Ameo)

However, 1t 1s fargeting these associations
m a sympathy strike for allegedly colluding
with the South African Motor Industry
Employers’ Association (Samaiea), the target
of the primary sirike

This wiil be the first time under the new
Labour Relations Act that workers 1n one
mdustry exercise their right to embark on a
solidarity strike in support of aggrieved
comrades 1 another madustry

“We believe that the national secondary
strike 18 going to be the first of 1ts kind under
the new Labour Relations Act 1995,” said
Dumisa Niuli, the Numsa spokesman

“Tt shall also be a test of the act to allow
workers 1 one trade union to sirike In sym-
pathy and sohdarity with members m other
oppressed compames and sectors ”

Employvers’ organisations, including
Ameo, will challenge the legality of the strike
today in the Johannesburg Labour Court
Ameo has said the strike would be a disaster
for the industry, with major consequences for
10bs and billion-rand export contracts It said
1t had no mfluence over the Sammea talks and
questioned whether Numsa’s decision to tar-
get other sectors was “reasonable”

Numsa said “The employer organisation
will seek to convince the Labour Court to
adopt a conservative approach; that a
secondary notice cannot be given until a

prumary sirike has actually begun. =~ ~

“Amep will also attempt to convince the
court that the sympathy strike m the auto
sector would not have a sigmificant 1impact
upon the motor employers ”

The union said its legal department had
mdicated that “Ameo will not succeed in
drawing the court mto techmealities with the
intention of unreasonably limiting the
constitutional right to strike”

The union accused Samea of “tabling a
miserable minimum wage offer of 4,5 percent
and of rejecting all Numsa demands ”

Ntuh smd “Numsa is demandmg that all
wage 1mncreases should be on a guaranteed
inflation rate mcrease. All wage mcreases
ranging from 12 percent to 18 percent,
depending on the grade, should be on the
actual rates of pay.”
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T ;Hmmﬁa firms such as Dorbyl, Bosal and
(Gabriel, It will start tomorrow and

| By _snim_m:m Hlangani

- AR N estimated 220 000 mem-  confinue mdefintiely.
- E_r bers of the National Union of The national solidarity strike by

i), Metalworkers  of  South 155 000 Nnmsa members m the auto-
| & WhAfnca (Nums) will embacl mobile, enomeering and tyre sectors
{ on a one-day solidanty strrke nagton- _ will be chawetirised by pickets and
| wide tomorrow to put pressurg on:  marches on, the offices of the South
employers in the motor industry tor - afnean Motor-Industty Employers”
increases that take the mflaton rate  Awociation (Samiva) i Johanmges-
“mto account, ) - burel -Pictorid, Durban,  Pictoria,
Numsa spokesman Dumisa-Miuli  Bloemfonw i, ‘Pictersbors and Wit~
said yesterday (hat the planned wcfion_x bapk™ - = - )

- was the start of 4 major fight with the -~
-industry’s employers m_an effort (o--

e

1993 apdowdl also be A test of the

.. -

m line with the rest of the metal
industry N

The stoke action in the motor
-sector mvolves 65 000 workers al

-
|
-——

“Gilling statons, panelbeatny shops, -
R . ¥ T

<car dealers and major mofor comipo-

e trade union to stohe In syipathy
with membes 1 other oppswssed sec-
tors,” Nl ~aad
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-

“We bolieve the patiopal second.u
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cation for arr interdict by the automo-
bile employers’ orgamsation regarding
the sohdarity steike by s 155 000
members in the tyre and astomobile
secton
Ntuli charged that the employer
orgamsations sought to convince the
Labour Court to adopt a conscrvative
approach thaf the notice for a soli-
dait stnike covld not be given until a
primagy strike hud begun,
© Husud (heemplover organis tions
wonld also attermpt to Huatit the tonste-

_tnnonal 11zhty of workers-and to Lons
stiibess gowng w be the firstof 1skind - vinee the conrt _thai ihe. symipJtiiy
| bring wages and working condition~ -~underthe new L thonr Relations Act - stukesin the. aato

te sector v ould pot
have™ a  sigoificant  fmpact on

employers,

re

ASowete

-

N_:w =R

traiming and that job outsourcing
should be nevonated with the union
Also high on the hist of Numsa
demands 15 an end to plant-level nego-
tiations so that every company can be
bronght into mainstteamr indusiry
negotighons
S uniea spokesman Mr Vic Foune
saud they wore aware of ‘the planned
strik o actron and were not-prepared io
mahe 11y comment )
. Ntub olso clatmed that the motor
employels had always negotiated in
bad faith and the workérs could not
accept _ “wage-traps™ when. the
industr, was hakinz hurs profits,
. Mostmarches will startat [0am In
Johannesbhurg” it will stact from the

Samtiva has offered a munimum  Cramerview shopping centre 1a Rand-

wage ol 45 percent and reected all
Numsa demunds of 12 to 18 percent

[ lI-.

wagel mereases for lowc

ot

grades,

bury to Surgy Avenue, inm Pretoria
from Pral Kroager Square and proceed

e

to the Suabic. difices 1n Beatrix-Sireet

-—

& Negotiattons between Sonth
African Amrways, the SA Ralways,
Harbours and Allied Workers Union
and other umons in dispute with SAA
have in principle reached an agree-
ment at the weekend

A jomt stafement issued by SAA
chief eaecuiive Mr Coleman Andrews
said the agreement, which had the
anammous endorsement of all the
negotiating teams, would be subnutied
for discussion by the represented
employees,

On reaching agreemeint m prin-
ciple with SAA, the negotiating team
of one of the unions withdrew 1ts pre-
viously filed notice of industnal
action.

The umons also commtted them-
selves to ensuring that SAA’s opera-
fion ran smooilily during discussions
and the ratificafion period
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Motor 1
ST

THE R30-billion-a-year motor 1n-
dustry couldcometoa standstill
this week m a full-blown strike
anising from an unresolved dis-
pute between employers and
workers

The strike, starting on Thurs-
day or Fniday, will affect more
than 21 000 workers at sevel
plants m Rosslyn, Durban, East
London and Port Elhzabeth —
and could upset billions of rands
worth of exports orders recently
won by Volkswagen, Samcor and
other manufacturers
The major contracts involve
the production of 63 000 fourth-
generation Volkswagen Golfs for
the UK market over an 18&month
period worth RS-billion and an
order for 55 000 Ford engines a
year OVer eight years which
would earn more than R200-mul-
lion a year m foreign currency

Both contracts have extreme-
ly tight dehvery schedules

To fulfil the VW order, 1t will
be necessary to manufacture 10
cars an hour, ona three-shuft ba-
s1s, Or One every six minutes

When this contract was an-
nounced, human resource direc-
tor Brian Smuth said “A one-
week strike would be critical to
the operation, two weeks would
be disastrous ”

If the strike spreads to aihed
industries, mcluding the compo-
nents sector, BMW will feel the
impact as 1ts Babalegl factory
produces 85% of leather seats
delivered to G(Germany each
week This order 1s worth more
than R900-mllion a year
The dispute between the Au-
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OUR DISPUTES
By DON ROBERTSON

tomobile Manufacturers Em-
ployers Organisation (Ameo)
and workers, represented main-
ly by the National Umion of Met-
als Workers of SA (Numsa), was
declared at the beginmmng of last
month, and referred to the Com-
mussion for Consolidation, Me-
diation and Arbitration (CCMA)
if the deadlock 1s not resolved
within 30 days, a legal strike can
be called
In an earher effort to resolve
the dispute, Ameo mcreased S
wage offer 1n the middle of last
month from the 6 5% previously
offered to 8% for hourly paid
production workers and to 7 5%
for artisans m an effort to reach
a three-year labour settlement
Ameo’s offer included a wage
increase hnked to the CPlm the
second and third years, butin a
surprise move Numsa demand-
ed the CPI increase plus 2% m
second and third years Ameo’s
increase would mean an average
pasic wage for production em-
ployees of R3065 a month be-
fore benefits and overiime
Ameo asked Numsa for anoth-
er meeting on Tuesday, but the
umon said the possibility of res-
olution was not encouraging
Smith, who1s also Ameo chair-
man, said a national strike would
have dramatic Consequences for
the mndustry and the economy
“All seven (manufacturers)
have or are currently negohat-
Ing extensive export contracts
Strike action will impact on Over-

(19%

seas plants, and ceria parts
that are produced locally (and
exported) could even stop pro-
duction overseas,” he said

“Many thousands of jobs In
the industry are now dependent
on export orders, and these
could be placed at risk ”

Describing motor manufactur-
ers as “intransigent” and lacking
in management skills, Tony
Kgobe, Numsa's pational sector
co-ordmator, said the mandate
from the National Shop Steward
Council after two days of intense
discussion was that “workers
should embark ot fuil-blown -
dustrial strike action as S00mN as
we receiwve the certificate from
the commussioner”

The umon will approach the
CCMA on Tuesday for the cer-
tficate (for a legal strike) and
give employers 48 hours’ notice
“We will be on strike on either
Thursday or Fnday,’ sawd
Kgobe The nght to strike was
entrenched m the Labour Rela-
tions Act and the constitution

In other developments on the
labour front, all but two unmons
in the metal and electrical indus-
tries accepted the final settle-
ment negotiated with the Steel
and Engineering Industries Fed-
eration of SA (Seifsa)

Seifsa’s executive director,
Brian Angus, said that the Metal
and Electrical Workers Union of
SA and the Chemucal Workers In-
dustrial Union had yet to accept
the terms

The National Union of Metal
Workers' of SA (Numsa), the
Steel, Engmeering and Allied

a

1on of SA and the Ra-

workers’
dio, Television, Electronics and
Alled Workers' Union repre-

senting about 270 000 workers
accepted an increased offer of
7 2% from Seifsa

On Friday, the SA Footplate
Staff Association went on strike
after 1ts wage negotiations with
Metrorall deadlocked More
than a millhon rail commuters
were affected The matter has
been referred to the CCMA

On Thursday, the dispute be-
tween the National Unmon of
Mimmeworkers and De Beers was
resolved, but the 5A Commer-
cial, Catering and Alhed Work-
ers’ Umion was threatening a
strike at retail group Edgars

According to ndustrial rela-
tions group Andrew Levy & As-
sociates, in 91 6% of wage nego-
hations surveyed i the first half
of the year no industrial achion
was taken, andit took 84 days on
average to reach agreement

The survey showed that the
average wage settlement 11 the
first haif of the year was 9 2%
compared with 9 7% the pre-
vious year, with mcreases rang-
ing from 6% in the municipal sec-
tor to 18% n transport

Iiytial umon demands ranged
from 9% to 150%, while employ-
ers offers range from zero to 10%
with an average of 6% The av-
erage mnumuim wage in the first
six months was R1 884

Andrew Levy said that m the
first half of the year, 310 (000
man-days were lost 1o strikes,
compared with 260 000 m the
same period last year.
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Planned motor industr

Reneé Grawitzky

A VEHICLE manufacturing sector strike
planned for this week by 21 000 members of the
National Union of Metalworkers of SA (Numsa)
has raised concern that 1t could jeopardise ve-
hicle export contracts worth billions of rands
Government and mndustry leaders warned
that export contracts depended on SA manu-
facturers meeting standards of guality, price
and supply reliabiity To the extent that the
planned strike Eﬁmﬁdm_ﬁmm export contacts, “1t
will reflect negatively”, the National Associa-
tion of Automobile Manufacturers of SA said
Numsa did not beheve that the strike would
lead to the cancellation of export contracts re-
cently won by Volkswagen (VW) and BMW
Numsa negotiator Tony Kgobe said the
strike — arising out of a wage dispute with the
Automobile Manufacturers Employers’ Organ-

192 )

1sation (Ameo) — would thetseven r
manufacturers countrywide from either Thurs-
day or Friday Whether the strike went zhead,
he said, depended on the outcome of a meeting
with employers tomorrow
However, mdustry sources said the ball was
m Numsa’s court as employers mntended to
stand firm on their final offer. The parties have
agreed to an 8% mcrease this year The dispute
centres on the increases for the second and
third year of the three-year wage agreement
Numsa 1s demanding inflation plus 2% — as
tyre employers agreed to — while employers
are offering an increase equal to inflation

Ameo said the offer had to be seen against
economic conditions the devaluafion of the
rand had increased industry costs more than
20% and high interest rates would negatively
affect vehicle sales The industry also faced a
tough future with the continued reduction in

tanifs and increased influx of cheaper imports

Numsa said the mmdustry, which made more
than R500m profit last year, could afford to
meet the umon’s demand, especially as overall
wage costs were less than 8% of total costs

Kgobe said a strike was miended to hurt
manufacturers, whether they were supplying
locally or exporting He did not beheve a legit-
imate industrial relations dispute would lead to
the cancellation of the VW contract

VW said the consequences of a strike would
not be as serious now as 1t would be next year
when the company had to produce 60 000 ad-
ditional cars as part of a Rbbn export contract
tothe UK

VW human resource director Brian Smith
saird with any export order supphers did not
want to miss any deadlines However, “what 18
more serious 18 the message we are sending ata
time when we are trying to persuade the

strike could harm
oD 38/ %

international commumty that SA 1s a rehable
partner”

Johan Cloete, department of trade and in-
dustry director for the car assembly and com-
ponents sector, said strike action was always
highly disruptive but especially so with “our in-
ternational focus 1n the industry which has no
other choice but to lock for markets elsewhere
1in view of the declining domestic market”

Meanwhile, the three-week-old chemical 1n-
dustry strike mntensifies today as more than
20 000 members of the Chemical Workers’ In-
dustral Union (CWIU)join the strke

CWIU, which claimed to have been forced to
go on strike by employers’ attitudes, said 1t
would eall off the strike 1f employers agreed to a
10.5% wage mncrease However, nc meetings
have been held to avert the strike

As the strike begins, employers and .e

union have still not agreed on ﬁEWmﬁbm and <7

guidelines pro claxming that the
posed b
aimed at suppressing EM mﬂm_w% agement were

strike would mcw HM the intensification of' the

the supply of ent;
plosives and pha

might be problem m the

strike rules, with the union

cal goods such as petrol

ex-
'maceuticals However, emmu.m

dehvery of fuel to

and manganese divisions today |

The union 15 d
pany has offered mMmEmume. 10% and the com-
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Car export

FRANK NxumaLo
AND ROY COKAYNE

Johannesburg — Major export
contracts worth bilhions of rands
could be jeopardised this week if
a wage dispute meeting between
the National Union of Metal-
workers of South Africa (Numsa)
and the Automobile AManufactur-
ers Employers’ Organisation
(Ameo) tomorrow fails to reach a
settlement.

More than 21 000 Ameo work-
ers allied to Numsa will go on a
national strike on Thursday if
the dispute 15 not resolved This
could upset Volkswagen’s R5 bil-
Iron contract to the UK, Samcor's
export order of 55000 Ford
engmes and BMW’s R900 mailion
leather seats export to Germany,

Strikes are also looming 1n
the motor sector, where Numsa
represents 60 000 workers at com-
ponents plants, vehicle dealer-
ships, fitment centres, panel-

Hosea Moraped1, the motor
sector co-ordmator for Numsa,
sald a stalemate had been reached
with the South African Motor In-
dustry Employers’ Association
(Samt1ea) last week, The union
would be embarkmg on a 24-hour
strike on September 1 this year.

Moraped: said this conld be-
come “rolling strike action if
there was no change m attitude of
empioyers” v

The Motor Industries Staff
Association (Misa) and Motor
Industries Employers’ Union
(Mien), which represented a fur-
ther 40 000 workers, were also
likely to participate in the
planned strike action, he said.

Brian Smith, the Ameo chaw-
man, said “National strike
action will have dramatic conse-
quences for the mdustry angd the
South African economy - -

“Unlike m 1994, when we had
the first national auto Industry

deals under eajt
beaters gﬁe@%ﬁ)ﬁuz/ 3/ q gmke, % Q:s Z?gmal

equipment manufacturers) now
already have or are negotiating
extensive export contracts

“Strike action 1n South Africa
will 1mpact on overseas plants
and certain parts produced local-
Iy could even stop production
Overseas, ' -

“Strike action will further
strengthen overseas perceptions
that South Africa has an mflex-
ble and unstable labour market.
Many thousands of jobs in the
mndustry are now dependent on
export orders, and these could be
placed at nsk by sirike action,”
Stmthsaid - - .

Tony Kgobe, the Numsa auto
and tyre sector co-ordinator, said
Ameo had requested the meeting
with Numsa after 2 meeting of
the chuef executives of the motor
companiies.

Ameo represents BMW, Delta,
Mercedes-Benz, Nissan, Samcor,
'Ib}'otaﬁ and Volkswagen.
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Titus Kgosana of Suurmann In Hammanskraal, North West, who was shot and wounded in the left thigh

during clashes with police who refused to

Friday.

Numsa strike threa

By Mzwakhe Hiangani

NEARLY 21 000 members of the

National Union of Metalworkers of
SA (Numsa) have threatened
“rollitng strike action” 1n seven
major car assembly plants 1f talks
scheduled for tomorrow with the
Automobile Manufacturers
Employer’s Organisation (AMEO)
fail to resolve a wage deadlock

AMEQ charrman Mr Brian Smith
expressed hope that tomorrow’s
meeting would break the stalemate
and warned that 1f Numsa members
went on strike the effect on the
economy would be negative

Numsa national coordinator Tony
Kgobe said employers i the car

.

sector and the umon agreed on a
final wage offer of eight percent
across the board and 7,5 percent for
artisans, but the employers woul
not agree to increasing wages 1n the

second and third years by twn-per\rnr
BO etrenchment,” Kgobe said

cent above the consumer price
index

Agreement

If the meeting failed to reach an
agreement on this, employers would
be given 48 hours notice before the
strike began, Kgobe -said

On the other hand, employers 1n
the tyre sector agreed to the eight
percent increase and the two percent
improvement factor in the secon
and third years

——

hand over agents of a Jjob scam to disgruntled job seekers on

)ICKEED KOTLOLO

|92

PIC

“Auto employers are reluctant to
improve the living standards of
workers while they have benefited
through increases 1n productivity as

Nhe number of the workers 1n the sec-

has reduced

been through

® A wage dispute between De

Reera Consolidated Mines and the

attonal Union of Mineworkers
NUM) has been settled at the
omnmission for Conciliation,
ediation and Arbitration

In terms of the agreement, NUM
embers in Patterson grades A and
B will receive an eight percent
mncrease or a mimmum wage of
R1 800 a month, with effect from
August 1998



Motor strike could have
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Roy COKAYNE

Pretoria — The weakening rand could
benefit motor manufacturing workers,
who are threatening to go on strike
because of a wage dispute, Tony Twine,
a motor mdustry analyst and director of
Econometrix, said yesterday
This was because 1t would make it
“horrendously expensive” to displace
local assembly with mcreased complete-
1y bunlt up 1imports, he said

However, Twine said, the motor
industry may also to some extent be
relieved if there was a strike because

there had been a bwld-up of stock
during the second quarter of this year

“But ievitably the manufacturers
will run out of fast-moving model hines
and be left with a highly unbalanced
bualt-up stock 1f the strike was to last for
any length of time,” he sa1d

Twine was commenting on the
mmpact of more than 21 000 workers at
South Africa’s seven vehicle manufac-
turmg plants embarking on a strike

Tony Kgobe, the auto and tyre sector
co-ordmator for the National Unmon of
Metalworkers of South Africa (Numsa),
said last week workers 1n the motor

7 )
manufacturing mdustry ERHNEUE.W

on “full-blown mndustrial action” if a
meeting today with the Automobile
Manufacturing Employers’ Organisa-
tion (Ameo), which represents the seven
local motor manufacturers, did not
settle thelr wage dispute

Twine said the impact of mdustrial
action depended on how long it lasted

“Tn 1994, there was a very extended
strike of five weeks as the gap between
wage demands and employer offers
closed The strike this year 1s expected
to affect 21 000 workers, or about 60 per-
cent of the manufacturers’ employment,

erim benefit for trade

(&

which means runmng even small por-
tions of the assembly and disiribution
operation will be rather difficult ”

Twine said the perception of South
Africa as a source for exports to other
countries would be negatively affected if
anything happened to slow down motor
manufacturers’ export deliveries

Volkswagen South Africa, for n-
stance, has just started a fourth-genera-
tion Golf export programme, worth
R5 bilhion, to the British market

“Tt will be kind of dhifficult to do that
when, one month mto the programme,
you have a strike,” he said




Pre-strike talks
are intended to
negotiate rules
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VEHICLE manufacturing em-
ployers and the National Union
of Metalworkers of SA (Nunisa)
meet at the Commission for
Concihation, Mediation ' and
Arbitration (CCMA) today to
try to negotiate picketing rules
ahead of the start of Numsa's
sirtke tomorrow., |, '

Employers saird the strike’ was
hghly irresponsible and would
have major implhications for the
economy. This was acknowl-
edged by the unron which said
the strike would be costly to the
economy, given the mdistry’s
strategic position. 4445

The ;umon 'reacted yesterday to
claims there was hitle popular
support for the strike. Numsa
negotiator Tony Kgobe, said
workers were angry with such
“drrty tricks axmed at dividing
workers We are umited ?,To 1l-
lustrate this he said workers at

Volkswagen were demanding

to know why the strike had not

yet started

Automohle Manufactﬁrers Em- |

ployers’ Orgamsation chair-
man Brian Smth said the
strike would cost the industry
R130m 1n lost turnover. a day
and - workers would lose R4,9m
1n wages and benefits.  yn:

The strike stems from differences
over mcreases for the - second
and third year of a three-year
wage agreement: Numsa 1s de-
manding mflation plus 2% and
employers are offering an 1nfla-
tion increase

Employers said at a meeting on
Tuesday they would consider
an inflation increase plus an
improvement factor if inflation
fell below 7%. Smith said “In
less,,than one week of the
strke, workers will have lost
more than inflation plus 2% ”

The strike by Nunisa members at
Samancor’s chrome: alloy divi-
sion enters;its’fourth day to-
day, wath parties negotiating to
resolve the wage dispute. ,

The; union 18 demanding. 10%
while the company has offered
8%, but there were indications
that parties were moving closer
to a settlement -

Meanwhile, the SA Commercial
Catermng and Alhed Workers’
Unmion (Saccawu) announced
yesterday that i1t faced major
disputes in the retail and cater-
mg. sector over wages and
retrenchments

Saccawn assistant general secre-
tary Herbert Mkluze said, dis-
putes existed over wages with
‘Nando’s Chicken and Edgarg

The uhion was alsoin dispute with
Shoprite Checkers over store
closures and umlateral
changes m conditions:' of
employment

NMkhze said: “The labour move-
ment seems to be under attack
from employers this year]not
only in the retail sectdr>but
across the board ” S

Employers had embarked,on a
well orchestrated strategy to

 take.an adversarial approach
during collective bargaiming
thas year, he sard

-




Motor i
may
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q)nem year the yedr 2800 The umon

gave employers 48 hours notice 1n
terms of the Labour Relations Act to

By Mzwakhe Hlangani
Labour Reporter

SOUTH Africa’s seven car manufac\ ¥ embark on a legal strike
turers could suffer heavy losses 1n sales “The length of the strike will be
and export deals 1f the planned strike\y determined by the employers’ serious-
by about 21 000 members of th&ness to give an offer that will end the
National Union of Metalworkers of S apartheid dominated labour market,”
goes ahead tomorrow QQ said Tony Kgobe. coordinator for the
Talks between Numsa and the,  auto and tyre sector
Automobile Manufacturers Employers “The employers have the oppor-
Organisation (Ameo) hit another sna tumistic  behaviour of wanting to
yesterday when the employers failed t(® 1mpose the terms of negotiations We
influence the umon to accept its finahYy are playing a constructive role
offer, Numsa spokesman Mr Dumisa reaching agreement and it seexs to us
Ntuli said that they don’t want to find a+ tion
Numsa 1s demanding a guarantee “They can afford to give . =tter
consumer price mdex plus a two pe wages because the industry » mak_1g a
cent improvement factor on wages for ¥ turnover of R30 billion a vear and the

1dustry strike
exporting

1ssue 158 not the lack of affordability,”
Kgobe said

BMW, Nissan, Volkswagen, Delta,
Toyota, Mercedes Benz and Samcor
automobile assembly plants would be
aftected by the strike, which could hurt
both therr R50 bilhion export deals and
car sales, Ntuli said

An agreement had already been
reached on an eight percent across-
the-board increase and 7,5 percent for
artisans

Ameo chairman Mr Brnian Smmth
said the national strike would have dra-
matic consequences for the industry
and the SA economy

It would 1mpact on overseas plants
He said thousands of jobs 1n the indus-
try were dependent on export orders

——



1msa warns

Frank NDaumaro & Roy COKAYNE

Johannesburg — The National
Union of Metalworkers of South
Africa (Numsa) yesterday warned
the Automobile Manufacturing
Employers’ Organisation (Ameo)
agamst the use of scab labour to
alleviate the effects of a national
strike, begmmmg this morning, by
more than 21 000 of 1ts members

Emplovers were concerned
that the strike could jeopardise
export deals to overseas markets
worth more than R5 bithon

Dumisa Ntuli, Numsa’s
national spokesman, said the use
of scab labour could only
“escalate the situation 1nto a
violent confict”

Numsa said 1t seriously
viewed BMW’s “dirty tricks” of
1ssuing individual letters to
workers, warnmg them against

partmlpatmg n the strike

Ntul1 said the Commassion for
Conciliation, Arbitration and
Medhation certificate on the legal
status of the strike protected all
Numsa members

Brian Smith, the chairman of
Ameo, said striking workers
would lose R4,2 nithion a day m
wages and other benefits

Smith labelled Tuesday’s walk-
oput of a dispute hearing by
Numsa negotiators, despite Ameo
tabling a revised wage offer, as
“highly rresponsible” He said
the strike would have “major
soctal consequences” and serious
implhications for the economy

“The auto 1ndustry draws
parts and material from more
than 200 local suppliers across a
wilde variety of industries
and generates a turnover of
about R130 mullion per day, or

scab 1
/8 /98

JOOS /93 )

R31 billion per yeat” Smith said
“The South Afrwan motor
manufacturmg mdustry has high
turnover but generates very low
profits In fact, the industry
meurred a loss of R650 mitlion
1997 and, since then, trading con-
ditions have worsened 1 1948 7

Smith said the effect of the
strike would be 1mtense m the
Eastern Cape, which was highly
dependent on the auto ndustry If
the strike became protracted,
10 000 employees at Deita, Volks-
wagen, Mercedes-Benz and the
Samcor engine plant would be
affected and at least double this
number at Eastern Cape compo-
nent plants ‘

Smith said it was sfrange that
Numsa was prepared to risk the
future of the mdustry for wage
increases 2 percent above the
mflation rate m 1999 and 2000




Pretoria — Exports of South
African-produced vehicles have
risen 77,7 percent, or 5 705 umts, {0
13 048 units 1 the first six months
of this year compared with the
same time last year Thas 1s accord-
ing to figures released by the
National Association of Automo-
bile Manufacturers of South Africa
(Naamsa)

Nico Vermeulen, the director of
Naamsa, said the dramatic deprecl-
ation m the rand smce the end of
April this year would further boost
the mdustry s exports of compo-
nents-and built-up vehicles

New South African-produced 15 yumped nto top spot mre?a]l )cent W

g’ts accelerate 738%

ROY COKAYNE é f C_ar exports were the biggest con-

tributor to the 1ncrease, rising
183 percent, or 5580 units, to £ 4%
units 1n the six-month pe 1t
agamst 3 048 car uniis expor ed In
the same period last year

Light commercial vehicle
exports registered a 4,08 percent, or
158 unit, mecrease from 3873 m the
first*half of last year compared
with 4 031 this year But medium
and heavy truck exports dropped
78 percent, or 33 umts, from 422
units last year to 389 units thus year

Volkswagen SA (VWSA), which
last year had the lowest market
share for total exports of the seven
local manufacturers at 3,2 percent,

VWSA, which announced 1n
May this year that 1t had been
aw arded a R5 hillion contract by
v« " <wpeesn m Germany to build
bt uuu luw. b generation Golfs for
the British market over the next 18
months, exported 3 431 units n the
first half of thas year

BMW South Africa, which has
also secured major export orders
for right-hand drive markets, also
increased 1ts exports dramaticaily
from 606 units m the first half of
last year to 3276 umts this year,
raising 1ts market share from
8,3 percent to 25,1 percent

Nissan exported a total 1758

units for a market share of 13,5 per-
place overall.




- Auto mdustry wage

strike costs millions

of rand/qﬁvery y
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HEA Industry strike that

started on Friday will cost the

Imdustry about R130 million
and workers R4,2 million each day 1t
continues,

The problem hes with wage
increases in years two and three of
the agreement being negotiated.

The Auto Manufacturers
Employers’ Organisations (Ameo)
has offered an eight percent increase
this year and increases equal to
inflation as determined by the
consumer price index (CPI) in 1999
and 2000.

The National Union of
Metalworkers of South Africa
(Numsa) has accepted this year’s
Increase but wants two percent above
CPI 11 each of the next two years.

Ameo backed down partially in
later meetangs by offering a deal
which would see wage 1ncreases
higher than mflation bemg given as
long as it fell below seven percent.

Ameo’s Brian Smith said Numsa
had rejected this “out of hand”

Smith said it was “strange” and
“highly rresponsible” of Numsa to
“risk the future of the mdustry and
export contracts” for a wage mcrease
of two percent above infiation which
wotld only be enjoyed in two vears’

+ fime.

He said workers had to “break the
culture of expecting wage and salary
increases well above the official
inflation” if the country was to get its
inflation levels under control.

Smth said other benefits would
accrue to workers in addation to the
guaranteed inflation-linked
increases offered by Ameo.

The offer tabled by Ameo also gave
workers the opportunity to mcrease
their earning power through skills
obtained through multi-skilling

He said the mndustry had spent
“millions of rands on education and

traiming programmes o increase the
skills and education levels of

production workers®

smith said at least 30 000 workers
in the Eastern Cape alone would
suffer because of the strike

He also criticised the strike
decision because “1t will have
dramatic consequences for the SA
motor industry and the South
African economy in general”.

He said although industry
turnovers seemed enormous 1t had
very low profit margins and, 1n 1997,
Industry-wide losses had amounted
to about R550 million.

Smith said 1998 looked set to
worsen, he said the industry was
already being squeezed by
mereasing costs and falling sales.

_ He said mdustry costs had been
Imcreased by more than 20 percent
because of the rand’s devaliation

Escalating interest rates had hit
motorists’ pockets — which would
reduce new car sales over the next
few months

Smith said given the high profile
enjoyed by the seven car
manufacturers, the strike would
strengthen “overseas perceptions”
that South Afrieca had an mfilexible
and unstable labour market

Smith said the strike was putting
thousands of yobs on the line because
the industry was mereasmgly
dependent on export orders.

“This certainly 1s not a good omen
for the planned job summit”,

[0 Numsa spokesperson Dumisa
Ntuli denied reports 1n the local
press this week that workers mn the
Eastern Cape were against striking

He said “the most militant shop
stewards” were from the province
and they fully supported the strike

Ntuli has mamntained that the
union’s position 1s a legitimate one
and that employers earned massive
profits — none of which have accrued
to workers.

He said Numsa would not be
swayed by the “employers’
propaganda Ianguage” and that it
was the employer’s intransigence
that had brought the industry to 1ts

knees,
Numsa National

] Auto and Tvre

sector’s Tony Kgobe

said Ameo members
had failed to develop
human resources 1n

an 1ndustry that was
“sustainable”

He said framing
had to offer
economic equity i
the workplace by
improving workers’
real incomes and
buyving power

He said 1t was a

1+ t“fallacy” that strike’

aciion would scare *’
away Investors and
saud the right to
‘sirike was

© “entrenched 1 the

Constitution and the
I‘R-A.M"l

Commenting on
the fact that a “no
waork, no pay” policy
would be applied,
Kgobe said workers
were willing to make
a short-term wage
sacrifice for a long-
term improvement
in wages.

He claimed Numsa
had tried to settle the
dispute with
employers but
employers had
behaved
opportunmistically
and “did not want to
find a solution”.

Ntuli saad Numsa
had complied with
the Labour Relations
Act before sirmking.

it waated for the go-
ahead from the
CCMA before 1t went
on strike and had
given employers the
required 48 hours
notice - ECN
Weekend Service.
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Vehicle manufacturers set to lose R650m by F riday

21 000 car workers

may end strike soon
oT(bR) 13819

RoY COKAYNE

Pretoria — The strike by more
than 21 000 workers at South
Africa’s seven vehicle manu-
facturmg plants, which start-
ed last Friday, had so far cost
the industiry R390 miilion 1n
lost turnover, Brian Smith, the
chairman of the Automohile
Manufacturing Employers’
Organisation (Ameo), said
yesterday

The strikeqs set to continye
at least until Friday, which
means 1t will have cost the
industry about R650 milhon 1n
lost turnover ,,

omith said the strike was
expected to continue for the rest
of this week, but 1t was hoped
that a final settlement could be
reached on Friday

“If some finahty 1s reached
on Friday, Ameo would hope

that the sirike can be ended on
Monday,” he said

A meeting between Ameo
and the National Union of
Metalworkers of South Africa
(Numsa), which was being
chawred by the Commission for
Concihation, Mediation and Ar-
bitration (CCMA), reconvenes
on Friday The meeting started
on Tuesday but was adjourned

Smith said certain propos-
als had been put forward at the
meeting, mainly by the CCMA,
on how to resolve the dispute.

“The parties undertook to
go away and look at these pro-
posals and come back on Friday
fully mandated to discuss them
The parties agreed that they
wouldn’t publicise these pro-
posals until they had a mandate
on them,” he said

Smith added that 'there had
not been any violent meidents

) (&%)

al’any of the plants since the
start of the strike

Tony Kgobe, the auto and
tyre sector co-ordinator for
Numsa, said that the strike was
an attempt by the workers to
seek dignity i the workplace
and to secure workplace demo-
cracy

“There 13 a lot of hullabaloo
about the strike action The sad
truth 1s that there was no strike
action after 1994, but the auto-
mobile employers have re-
trenched 5 000 workers m the
past five years ”

Agreement has been
reached between Numsa and
Ameo on an 8 percent across-
the-board wage 1ncrease this
year and 7,5 percent for art:-
sans But the two sides have
deadlocked 1n trying to set
mcreases for the second and
third year of the agreement

—
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Chemical, car %
industriesand ~
unions resume v
ta ?t CS 241
% % I_Cia mifi
. eneéGra @ s
I 4 A B
involved 1n strike action in the_ ,
ﬁ chenmucal and vehicle manufac-
. * turing mdustres are to attend". ,
crucial meetings hosted by the’,

Py

Commission for Conciliation,
Mediation and Arbitration, .
(CCMA) today. %
Chemical employers and the
Chemical Workers' Industrial”.

Uﬂfn (theCCMA.E requeatto t,
today at ’S -
Sapa reports S temhele':f:i
Tshwete from the CCMA said,”""
ﬁsterday that negotiators fromt”
th parties would meet under.
the guidance of Keauzer Ti
whom Tshwete described asone a.
of the CCMA’s “most
commissioners”. About 47 00
CWIU employees have been ong~,
strike since last Monday. 2
However, the meeting will
coincide with a picket by thou-
sands of Sasol employees from,, -+
Secunda ontside the company’s™, ,
heq.rd D%T;’E 1n Rosebank. ; g
s meeting comes after; .
| a settlement of 8,57 to 9%, de:.” ..
pencdgn b:n the ﬂectorlo , wasl, .
reached between employers and™
e et orkers,
Union recently. & T
The CWIU is demanding be- " _
tween 10% and 10,5%, while’ "y
employers’ offers range be? s
tween 7% and 8,5%. ;w
The National Union of Met-_ °
alworkers of SA and the Auto- .
| mobile Manufacturers Employ:.
ers’ Organisation resume .o
today at the commisston. e
They are expected to report_ -
back on whether a settlement, .,
offer proposed by senlor com<
missioner Gavin Hartiord ear-_, -
Ker this week is acceptable w07 .
their constituencies. vt
Their dispute centres on in-;
creases for years two and three .
. of a three-year wage deal e
Meanwhile, the Entertain-’
ment, Caterzng, Commercial, .
and Allied Workers’ Union of .,
SA said 1000 of its members-,,
had started a wage strike at. .
CNA stores yesterday. The, .
union wants a R250 across the’
board increase a month while- -
the company is believed to be ofg
fering R190 amonth. '
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Picture MAC MOGOROSI

MOTOR manufacturers and em-
ployee unions reached agree-
ment in principle after an all-day
bargaimng session on Friday
Normal vehicle production at
seven plants 1s expected to re-
sume on Tuesday

The agreement was struck at
the Commission for Consolda-
tion and Arbartation between
umons and the Automobile Man-
ufacturers Employers Orgamsa-
tion (Ameo)

Shop stewards of the National
Umon of Metalworkers’ of SA
(Numsa) and the SA Workers
Union (Sawu) will take the var-
1ous resolutions back to mem-

Deal puts 3

Frlday sho

car prod

STRlKE ME If-ﬂ'ION
By DON ROBERTSON

bers for ratification

A further meeting 1s sched-
uled for tomorrow afternoon,
which 1s expected to confirm a
new three-year agreement be-
tween employers and workers

The strike, which began Fni-
day a week ago, has cost man-
ufacturers about R650-million in
lost production, while workers
have forfeited about R21-million
in wages

The strike was sparked by
unton demands for wages over
the three-yvear period to be

g the:r f

/ 9a
ction

Iinked to the milation rate plus
two percent 1t the second and
third years

Motor manufacturers, which
are enduring a sharply dechmng
market, imtally refused this de-
mand Brian Smith, chairman of
Ameo, was unable to offer any
more detail on the agreement

it was feared that if the strike
continued mnmto another week,
multi-billion rand export orders,
particularly the R5-bilhon Volks-
wagen order to supply 68 (000
Golis to the UK, would have been
afiected BMW has secured
orders for its right-hand drive 3-
series cars, and these were 1n

jngs about who gets how much in the industry

back on road

jeopardy if the strike went on

Petroleum industry talks were
expected to go on through the
weekend 1 a strike by some
47000 workers seeking an
increase of 10%, cut from 10 5%
Employers are offering 8 5%

Union leaders say the wave of
strike action across the country
shows that workers are running
out of patience

They say there are strong
Imnks between the preparedness
of workers to strike and the per-
ception that little has changed
on the shopfleor since 1994

® See Business Times
Appointments




Vehicle indus
Reneé Qrawitzky

MORE than 20 000 vehicle nianufac-
turing-workers return to work tomor-
row following a week-long strike as the
chemical mdustry strike enters its
third week

Tony Kgobe, the Natioral Union of
Metalworkers of SA’s (Numsa’s) chief
negotiator, said yesterday the union
was satisfied that 1t had achieved what
1t wanted |

Numsa and emplovers reached an
agreement at a meetimg with the Com-
mission for Conctliation, Mediation
and Arbitration (CCMA) on Fnday.
They are expected to sign.a deal ad-

dressing some of the concerns that led tiations thro%buu} ﬁle frﬂsaﬁuf

strike resolve

tothe strike today / ?ﬁ

Chemacal employers andthe Chem-
1cal Workers Industrial Union resume
talks tomorrow after the CCMA 1nter-
vened on Friday to try resolve the
strike. Employer spokesman Fanie
Ernst saxd tﬁe parties had moved clos-
er and had explored settlement posi-
tions, which fhpey had taken back to
their constituencies The commission
gaid it hoped the parties would settle
their dispute by the end of the week

Meanwhile, Numsa members are
expected to march on Nampak offices
in Johannesburg today to highhght
their wage demands after disputes
were declared during plant level nego-
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By Mzwakhe Hiangani q;
Labour Reporter ’
MOTOR manufacturers and the National
Unton of Metalworkers of South Africa
have finally reached an agreement in the
wage dispute wiuch culmmated in last
week’s costly nationwide strike.

Numsa negotiator Tony Kgobe sad
yesterday Dboth parties had reached
agicement 1 principle i the 11th-hour
of negotiations to resolve the strike that
1s reported to have cost the industry more
than R650 million

A final agreement will be signed
today after 1t has been ratified with umon

members

o
Tyl

The,t ibn had *émpnsad a conditions
‘of " employmient package that ncludes
inhovation m terms of human resources
development 1 narrowing what the
union referred to as the “apartheid wage
gap” by bringing up the earnings of the
workers, said Kgobe

.. Workers will resume work tomorrow
if finality 1s reached

® Progress was reported after a pro-
tracted meeting between the National
Petrolesm Employers’ Association and
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the ¢ hemical Workers Industrial Ution
and other unions involved 1n the chemical
mndustry  stnke by 47000 workers,
chaired by the Commussion for Conciha-
tion, Medation and Arbitration (CCMA)

Industry spokesman Lutz Kranz said
proposais were offered to both parties by
the CCMA for consideration

The terms of the proposals were still
confidenttal The parttes have been
allowed to consider thear options and will
report back to the talks tomorrow

® A settlement 15 expected this week
in the long-standing public service salary
increase dispute between the National
Education, Health and Allied Workers
Union (Nehawu) and the Government
negotiating team

Nehawu’s executive commuiitee has
granted 1ts negotiators a mandate to
reach a settlement with the Government
at therr meeting on Wednesday on the
R3.475 billion agreed upon by the Gov-
ernment and set aside for salary increases
in the public sector, union president Mr
Vust Nhilapo said yesterday. .

The Government had agreed to allo-
cate the amount after more than three
months of negotiations
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4 ‘Newg
Prices up

ARGUS CORRESPONDENT

Johannesburg - The 11-day motor
vehicle workers strike has cost nearly
R1-billon 1n lost turnover, and has been
greeted by a flurry of increased prices.

So far new price lists have been 1ssued for
Opel, Isuzu, Volvo, Ford, Mazda, Honda and
Colt, adding from a few hundred to a few
thousand rands to each model

Examples of increased prices are Opel
Corsa up from R41 815 to R44 357, Honda
Encore from R67 300 to R69 800, Ford Laser
from R37 215 to R38 190, Volvo S40 from
R135995 to R139 995 Isuzu KB200 SWB from
R68 992 to R72 482 and Colt 2000 SWB from
R61 500 to R62 500

as mot
ALY /5%9

X gants |

tor vehicle sources forecast that fur-

ther increases this year were possible 1o
make up for thefalling rand

Meanwhile the 21 000 striking motor
vehicle workers vesterday agreed to return
to work today after signing an agreement
fixing wages for three years

The agreement gives an 8% 1ncrease for
workers and 7,5% for artisans while 1n the
second and third year, workers will get
mcreases based on the consumer price index
merease

The strike cast a shadow over export con-
tracts for billions of rands from the seven
plants ’

VW's Matt Gennrich said the company
lost turnover of R17-million a day durmg the

9 trike Dlll
striKe, but the industrial action had not

greatly affected a R5-billion export deal to
supply 68 000 right-hand drive vehicles over
the next 18 months

Mr Gennrich said South Africa was
known internationally to have a volatile
labour force and this strike would further
damage the mdustry’s 1mage overseas

BMW’s Richard Carter said 1ts overseas
markets, such as Australia, Britain and Tai-
wan, were “terribly sensitive” to the timing
of delivery orders and the question of
reliability

BMW’s factory near Pretoria has secured
orders for its right-hand drive 3-series ¢cars
Other main exporters include Tovota and
Nissan

&
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Deal will give workers

Reneé Grawitzky

A THREE-year wage deal signed yester-
day between the National Union of Met-
alworkers of SA (Numsa) and the Auto-
mobile Manufacturers Employers Organ-
1sation (Ameo) will provide workers with
some cuslmomng if nflation falls to very
low levels

The agreement, signed after the inter-
vention of the Commission for Concilia-
tion, Mediation and Arbitration (CCMA),
facilitates the full return to work of more

i
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than 20 000 workers today

The dispute, which led to the week-
long stnke, revolved around differences
about 1ncreases for the second and third
year of the agreement

Numsa demanded that increases be
based on inflation plus 2% while employ-
ers offered an inflation increase
There was speculation that, prior to
the strike, some employers explored the
possibtlity of granting some form of guar-
anteed increase if mfiation fell to low lev-
els but this was rejected by the union, 1n-
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The deal says if inflation 1s less than or
equal to 3,9%, mcreases will be 5%

In the event that inflation falls be-
tween 4% and 5%, increases will be set at
mflation plus 2% If inflation falls be-
tween 5,1% and 6,9%, increases will be
7% Increases will equal inflation if 1t 15
equal to or above 7%

Numsa chief negotiator Tony Kgobe
said “We could have aclueved this deal
without a strike 1if only employers would
stop being obstinate ” The union was sat-

b SO S W= W . 0 P 1 0 0L S

@5% if inflation reaches low
5 /7 )

1sfied with the deal and would in fact get

more than 1t bargaimmed for 1f inflation fell
below 3,9%, Kgobe saad

Ameo chairman Brian Smth wel-
comed the agreement and said he hoped
that 1t would provide stabihty and pre-
dictability in wage and employment costs
n the industry

CCMA genior commissioner Gavin
Hartford said the agreement was part of a
trend of three-year agreements estab-
hished in 1995 It would provide the basis
for a stable industnal relations environ-

tivity and job security

by the end of the week

the commission

A
I

National Union of Metalworkers of SA's chief negotiator Tony Kgobe, left, together with Commuission for Con-
ciliation, Mediation and Arbitration senior commissioner Gavin Hartford and Automobile Manufacturers Em-

ployers’ Organisation chairman Brian Smith at the signing of the wage agreement yesterday
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ment 1 which parties could bargain at
plant level for hugher skills and greater :
performance rewards to enhance produc-

Meanwhile, the chemical mdustry
stmke by thousands of members of the
Chermcal Workers Industrial Union has
entered 1ts third week, with uncertainty
about whether the strike will be resolved

The parties are expected to resume to-
day negotiations which were convened by
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gannesbur Just two days after
ending a six-day strike at South
Africa’s seven car factories, the
indusiry’s main union said it plans
to down tools again on September 1.

The National Union of Metal Work-
ers of SA (Numsa) yesterday said the
new strike by about 60 000 workers
would be 1n the motor sector, which
groups workers from spares shops, car
dealerships, component manufactur-
ers, service workshops and filling sta-
tions

The new action will exempt the
seven motor manufacturers, who set-
tled their dispute with Numsa earher
this week During that dispute,
21 000 workers downed tools

“We are planning another strike on
September 1 which will be like the one
we’ve Just had recently The strike will
mvolve the motor sector and the issue 1s

5} nhew strike
AU

about wages,” Dumisa Ntuly, a Numsa
spokesman, said

Industry sources said Numsa’s wage
agreements 1 the motor sector expired
on September 1, making another crip-
pimg strike a possibility

Employers in the motor sector are
represented by the Motor Industries
Federation, which was not unmedlately
avalable for comment 3

The previous strike had cost the
vehicle manufacturmg mdustry an estr
mated R780-million 1n lost turnover,
mdustry spokesman Brian Smaith said

The sirike also cast a shadow over
vehicle export contracts for billions of
rands, but Mr Smith said the contracts
were “still m lmme”

Volkswagen SA has secured a R5-bil-
lion UK order over the next 18 months,
and BMW South Africa has signed export
deals for its 3-sertes cars — Reuters
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ommuission for Conciliation, Mediation and
Arbitration official SITHEMBELE TSHWETE
explams how a deal was forged between
workers and employers 1in the motor industry

1

HE Cummlssl}m for
Conciliation, ' Media-
tton and Arhitration,
set up 1n 1996 to re-
solve mndustrial disputes and
hmit strikes, plays a role hid-
den from the public eye
Often the public mind 1s
crafted my media stories
which focus on the issues 1n
dispute and the costs to the
employee and employer of n-
dustrial action The reports of-
ten Include emotive state-
ments m defence of one or
other position
Seldom is the public made
aware of the intricate process-
es that preceded the declara-
tion of the dispute, the process
employed during the course of
the dispute and the effect of
these on the final outcome of
the dispute This article aims
to fifl in the gaps
In bringing together what
are often mghly antagomstic
parties m an emotionally
charged pubhlc battle, a long
and protracted process 1s -
volved — often one mn which
the CCMA 1s required to inter-
vene to end disputes quickly
In setthng the automobile
manufacturmg ndustry dis-
pute this week, the CCMA used
the full ambit of the Labour
Relations Act (LRA)
The commission’s interven-
tion began when Thandi Or-

leyn, director of the CCMA,
was approached to ask semor
commssioner Gavin Hartford
to act as chairman and facil-
itate negotiations 1n the pile-
nary meetings of the industry’s
national bargaining forum,
long before any dispute was
declared

Hartford and fellow commis-
sioner Humphrey Ndaba
chaired the national bargain-
ing forum and subcommittee
negotiations to help 1dentify
the core issues and facihitate
an agreement where possible

Uniil a formal dispute 1s
declared, parties may struggle
to understand each other’'s
needs

Facihtating negofiations 1s
not a passive process of setting
and runmng the order of the
meeting It involves identifying
1ssues 10 dispute, clarifying 1s-
sues in agreement, solving dis-
pute areas by proposing a
range of solutions, and creat-
ing and sustaiung a chmate in
which the real needs of the par-
tres are bought to the fore

Dunng this facilitated pro-
cess, a number of key substan-
tive disagreements belween
the parties were resolved
These imnclude how to populate
the various skill ievels above
artisan, and the benchmark
rate for a qualfied artisan,
which sets the framework for
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the qualified rates at all levels
in the wage model for the
industry

Despite the progress made,
the parties remamed 1n dis-
pute on a range of 1ssues This
led to the formal declaration of
a statutory dispute and the
start of a concihation process
under the LRA

Conciliation 1s a compuisory
process, arising from the for-
mal declaration of a dispute by
either party, through which
the parties engage a commis-
sioner to resolve the dispute

During this process the com-
missioner may shuttle be-
tween the parties, explaimng
their various positions, and
the needs and interests which
inform these posifions, seek-
ing to find common ground on
which to build an agreement

Whle the statutory concili-
ation resulted in the settle-
ment of the benchmark rate
and pay adjustment for the
first year of the agreement, the
parties failed to agree on the
adjustment for years two and
three of the agreement

Accordingly, the unions
gave notice of an intention to

strike while employers gave
notice of thewr requirement to
have agreed picketing rules

within 48 hours of these for-
mal notificafions being given
to the CCMA, the commission-
ers started talks between the
parties on picketing rules
These were successful and by
day two of what turned out to
be a six-day strike, picketing
rules were 1n place to ensure
orderly conduct

Even 1if the parties had not
agreed on the substantive is-
sues of the dispute, they did
agree it would be conducted 1n
an orderly manner

While the industnal action
was under way, the comms-
sioners began to assess
whether the time was ripe for
an intervention to restart the
conc:hation process Both em-
ployers and the unions willing-
ly agreed to this and concili-
ation recommenced a mere
three days 1nto the strike

After a hard day of bargain-
ing, where neither of the prin-
cipal parties were prepared to
budge from their final posi-
tions, the CCMA took the mni-
tiative and proposed a settle-

A e T - Tt 13

ment deal covering all the
substantive 1ssues 1 dispute
The parties agreed to take
the settlement proposal of the
CCMA back to their constituen-
ctes for mandates and return
to the negotiating table two
days later Upon their return, 1t
became clear that the broad ar-
chitecture of the CCMA-pro-
posed settlement had been ac-

cepted However, two
substantive 1ssues remained 1n
dispute

After a further day of hard
bargaining, the parties re-
solved the outstanding 1ssues
and reached a point where a
settlement agreement was en-
dorsed by the negotiators

All that remained was for the
principals to endorse the
agreement before a final sign-
ing ceremony By the close of
business on the next ordinary
working day, the parties had
been authonised to sign a deal
The strike was settled

Innovative thinking from the
comrmssioners guided the pro-
cess through to a settlement

This exercise 15 a very good
precedent 1n the world of
dispute reselution
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LABOUR 220 000 Numsa members threaten to down tools in sympathy- strike

FRANK NXUMALO
AND ROY COKAYNE

Johannesburg — Car and steel
export contracts worth billions
of rands are again n jeopardy
following a weekend threat by
the National Union of Metal
workers of South Africa
(Numsa) to take its entire
220 00U-strong member<hip out
0on ¢ svmpathy ~ti1he

Peter Dantjie, Numsa s
deputy general secretarv, said
the strike 1n support of the
union s demands 1n the motor
components sector would be
" protracted

He said all legal groundwork
had been prepared for the sym
pathy strike, the first of 1its kind
under new labour legislation It
would take “at least three
weeks” before a settlement
could be found, he sad

If the action goes ahead, the
effects will be felt 1n all related
fields 1n which Numsa 1s organ-
1sed car and tool making, steel
manufacturing and die casting

It will again jeupardise car
exvport contracts such as Volk
swagen s RS billion deal with
the UK and the R7 9 billton
Saldanha Steel project, which
has been disrupted severely by
previous industrial action

The car and steel sectors
have already settled their wage
negotiations with Numsa for
this year Ameo lost an estimat
ed R780 mitlion m turnover dur-
INg a six-day strike this month

Numsa 18 targeting the com-
pany again because 1t believes 1t
1S encouragmmg the motor com-
ponent sector to be “intransi-
gent” n 1ts talks with Numsa

“The automobile sector 1s
not clean, they are  putting
pressure on the component sec-
tor to Keep prices low and that 1s
why the sector is arrogant 1in
keeping wages and conditrons of
employment low,” said Mthu-
thuzel Tom, Numsa’s president
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IN DISPUTE Peter Dantyie, Numsa ‘s deputy general secretary ( left), and Vic Foure, Samiea’s spokesman Numsa wants to negotiate at a cen-

tral bargmning level on actual wages only, while

“The auto sector 1s responsi-
ble for their mtransigence ”

Amec was consulting 1ts
members over the weekend and
was not available for comment

The component sector’s
dispute with the South African
Motor Industry Employers’
Association (Samlea) Jates
back to last year and relates to a
disagreement on a wage model
for the sector

The strike will be the first 1n
the sector 1n 51 years

Numsa wanted to negotiate
at central bargaining level and
on actual wages only But

Samiea 1nsisted on a wage
model of minimum wage
negotiations at central bargain-
g evel and actual wage negoti-
atrons at plant level

The current bargaining
council agreement expires on
August 31, the eve of the strike
deadline

Vic Fourie, Samiea’s spokes-
man, said the assoclation was
“standing fast on the present
(mimimum wages) negotiation
structures™ because of the
diversified nature of the
industry in terms of its compo-
sit1ion, s1ze and location

“It 1s impossible toc negotiate
actual wages that will suit all
establishments,” Fourie saxd

“That 1s why we negotiate
with trade unions on mmimum
wages and allow employees to
negotiiate actual wage levels

.around and above the mini-
mum wages determined at the
central level

“But the industry 1s the same
as the engineering industry,
where the size of companies
range from large to small We’re
not buymg mto the motor mdus-
try employers’ argument ”

Hosea Moraped1, Numsa’s

Sanuea wmsists on a minmimum wage model for the dwersified sector

PHOTO JOHN WOODROOF

motor-sector co-ordmator, said
“Most employers pawd far above
the mummum wage level (R129 a
week) and a wage 1crease on
mimnmmums simply meant a wage
freeze for these employees

Numsa rejected the employ-
ers’ wage increase offer of
4,5 percent on mmimums and
accused them of refusing to
participate 1n an advisory
arbitration meeting aimed at
resolving the impasse

The strike will affect 18 300
compares that jointly employ
175 (00 people m the motor coni-
ponent sector
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Post Office chairman and acting managing director Max Maisela {centre} shows off the art-work of the
new self-adhesive South African postal stamp at the Kruger National Park last week These stamps,
with pressure-sensitive gum, are pulled off a waxed strip and do not have to be licked.

By Mzwakhe Hlangani
lL.abour Reporter

THE National Union of Metalworkers
of SA (Numsa) 1s bracing 1itself for
another major battle with motor manu-
facturers this week as an estimated
220 000 workers prepare to down tools
1n suppart of wage increase demands

Numsa’s chief negotiator, Hosea
Moraped:, said uns weekend the
planned action on Septemuer 1 would
aftect compaues Iike Gabriel, Dorbyl,
Bosal, petrol stauons and service work-
shops

SA Motor  Industry Employers
Association (Sameia) and Numsa have
s0 far failed to resolve the dispute with

employers reporiedly rejécting an arbi-
tratyon meeting to try ¢nd resolve the
1mpasse

Morapedi said all avenues had been
cahausted 1n a bid to improve the
wages and conditions of workers and
bring them m hne with the rest of the
metal industry

Numsa’s demands range from 12 to
I8 percent mncreases 1n actual rates of
pay

These include a guaranteed infla-
tion rate increase in respect to higher
paid workers

The employer body refuses to move
from 1ts final 4,5 percent offer

Numsa president Mthuthuzeli Tom
satd the union had tred to play a con-
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structive role 1 changing the minds of
the motor employers, but to no avail

“Instead, they use legal manoeuvres
to postpone our fight for rcal wage
Increases,” he said

High on the list of Numsa demands
1> an end to plant-level negotiattons and
for every company to join the man
industry negotiations

The demands also stupulate that
petrol  ttencants should receive a
mghtshil. ~"owance of 15 percent and
that job outsourcing must be negotiated
with the umon beforehand

A Samiea spokesperson sard that
the management teams of the targeted
companies were aware of the planned
strihe action




Sympathy strike threat éhbéks bosses

ggﬁ’rl Sebolao and Reneé Grawitzky sector mncludes ﬁ]hn%]ﬁt@tmnﬂ, anel-
beating and spdres BU0pS, car ealers

THE National Association of Automo- andcomponent manufacturers.

bile Manufacturers (Naamsa) 15 con- Naamsa said 1t was shocked at
sidering asking government to mter- Numsa’s decigion to- target sectors
vene in the planned strke by 220 000 which had no control over negotiations
National Unmon of Metalworkexrs of SA 1m the motor sector.

(Numsa) members sympathy with Naamsa would consider approach-
motor mdustry s s mg government to discuss the 1ssue, a8
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Ameo questi

Roy COKAYNE AND
FrANK NXUMALO

Pretoria — The Automobile Man-
ufacturing Employers’ Organisa-
tion (Ameo), which represents
the seven local vehicle manufac-
turers, was 1vestigating the
legality of the threatened
secondary sirike by the National
Union of Metalworkers of South
Africa (Numsa), Brian Smith,
Ameo’s chairman, said yesterday
“The strike will be an ab-
solute disaster for the motor
manufacturmg mdustry, coming
on top of our own six-day sirike,
and will result in major conse-
quences for the industry i terms
of jobs and exports,” Smith sawd
“We feel we can bring no
influence to bear on negotiations
between the South African
Motor Industry Employers’ As-

ons legality
?{:Ema‘}n%a;\;n\%ﬁmsa ”

Numsa called the sirike from
September 1 after the breakdown
of wage talks with Samiea

The Stee]l and Engineering
Industry Federation of South
Africa (Seifsa) said yesterday it
too was considering its options

While 1t thought the planned
national strike 1 the steel and
car mdustry by more than 220 000
Numsa workers was “generally a
protected strike”, 1t had advised
1ts membership to examine
whether it was “reasonable”

Dawid Carsons, Seifsa’s mdus-
tral relations director, said this
meant members had to examine
their relations with the motor
component sector to determine
whether there was a need to
challenge the Numsa action

Dumisa Ntuli, Numsa’'s
spokesman, said the union was

of new strike

(0o (i

expecting “a flood of court mter-
dicts” following the procedural
notification

Smith said “While a sec-
ondary strike can be permitted 1n
terms of the Labour Relations Act,
1t 15 absolutely ridiculous because
we don't believe we can exert any
pressure on Samiea, who have
over 18 000 individual members ™

Mark Roberts, the chapter
three representative m Samzea,
sald 1t had complied with the
1ssue that was 1n dispute with
Numsa It had been negotiating
with Numsa onh actual wages at
plant level and there was recogni-
tion and a willingness from
Numsa and the chapter to negoti-
ate on actual wages at national
level from next year

But he said this was subject to
the terms of such a dispensafion
bemg worked out between the two

i
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Average employment
in car sector drops 9%

CQA) (AR W\

Pretoria -— Average monthly employ-
ment 1 the motor manufacturing mdus-
try declined by 9,3 percent i the second
qguarter of thas year compared with the
monthly average last year, according {o
the latest quarterly review by the
National Association of Automobile
Manufacturers of South Africa (Naam-
sa) released yesterday

Nico Vermeulen, director of Naamsa,
said emplu}'ment declined by 3 percent
during the second guarter of this year
agamst the first guarter

The lower employment was 1n line
with the lower utihisation of production
capacity and decline 1n sales, he said

Vermeulen saxd with the exception of
the medium and heavy commercial vehi-
cle manufacturing segment, average
capacity utidisation durmng the second

quarter of this yvear “continued to move
sharply lower”

He said combmed commerciat vehi-
cle sales during the second quarter of
this year showed a decline of
17,9 percent compared to the correspond-
Ing quarter last year

“Trading conditions remalned
depressed as a result of a further slow-
down 1n economic activiiy levels, contin-
ued pressure on  disposable mcome
and lower (confidence) levels,” Ver-
meutlen said

However, he added “the depressed
conditions i the domestic market con-
finued to be counterbalanced by the
mdustry’s growing export busmess of
built-up vehicles and components”

Vermeulen said total new vehicle
exports last year reached 19 569 units but
aggregate exports this year should total
32 500 vehicles
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Reneé Grawitzky
and Pearl Sebolao

THE Automobile Manufacturers Employ-
ers Orgamisation (Ameo) put pressure
yesterday on the National Union of Met-
alworkers of SA (Numsa) to either with-
draw 1fs threatened secondary strike mn
the vehicle manufacturing industry or
face court action

The umon has been given until thas
morning to withdraw plans for such ac-
tion — which could affect employers 1n
metal, tyre and vehicle manufacturing —
or face an interdict from Ameo

Vlietalworker
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Numsa called for the action, set to
start on Monday, 1n support of a primary
strike 1 the motor sector whach will affect
filhing stations, panelbeating shops and
auto-component manufacturers.

It 15 unclear whether the action will
extend beyond one day as the umon said
last month 1t would be a one-day strike on
September 1 but later mmpled that it
could be indefinite. d

Ameo said the secondary strnke would
be unprocedural and unlawful in terms of
the Labour Relations Act

The union’s notice was premature as

4
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s’ union is urg
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would be impossible for the secondary thousands of Cherfiical Worker

’
4 .

strike not to dwrectly or indirectly affect
thousands of employers 1n the motor 1n-
dustry bargaining council by forcing them
to comply with umion demands.

Numsa spokesman Dumisa Ntuli con-
firmed that Ameo had threatened to in-
terdict the union.

Employers had to prove, in line with
the act, no customer relationship existed
between vehicle manufacturing and the
motor sector before the union could con-
sider withdrawing the secondary action.

Meanwhile, there is stall no official end

the primary strike had not started It in sight to the four-week old strike by

BUSINESS DA

dustmal
Unmion members 1n the petroleum and -
dustrial chemicals sectors

Although workers have returned to
work mn the remaming five sectors, indus-
try sources indicated that workers had al-
so begun to return to work in the two sec-
tors where Binal agreements have not
been reached This was partly due to some
confusion about the return to work date

The SA Munmcpal Workers’ Union
blockaded the entrances to the Johannes-
burg Fresh Produce Market yesterday 1n
protest against the alleged assault of one
of its members

ed to abandon
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At ﬁr.m same time, the .mb Comm 1
ering and Allied Workers’ GEmﬂmﬁWnMMmh

cawu) will today challenge a lock-out 1n.J

stituted by Stuttafords
bers 1 the Labour Court

The lockout, mstituted b
last Thursday, e ompanylo

between management and the union
Saccawu spokesman Siphiwe Nikiwed?

against 1ts memsis
ds

followed a wage dispute
109

said the union was challen the 1 b
out on the grounds that ﬁr%mwmnﬁmﬂwcmw%@

not follow pro
ment had faile
hour notace to

er procedures. Manage-
to serve the requared 48-—
the umon. Instead Hmﬁnmﬁ

were given to shopstewards, Nukawe said.
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Ameo in
court bid to

e st

Rn'r Coums

Preturla '}tgnﬂe IEani -

| ufacturmg Empluyers Organisa-

tion (Ameo) would apply to the
labour court on Monday for an -
terdict 1o prevent the sympathy
strike by the National Unton of
Metalworkers of South Africa
(Numsa), Brian Smith, the chair-
man of Ameo, said yesterday

Dumisa Ntuli, a spokesman
for Numsa, said the union would
“definitely defend the application
for an interdict” agammst Numsa

Smith said Ameo’s urgent ap-
plication followed Numsa's fail-
ure’ to withdraw 1ts nutme of a
secundary strike by },resterday
mornmg, as demanded by the
vehicle manufacturers.
' FAmeo contends that the sec-
ondary strike threatened by
Numsa is unreasonable and un-
Iawful m terms of the Labour Re-
lations Act,” he said.

- /Numsa notified Ameo on Fri-

. day that the union planned to em-

bark on a secondary strike from*
September 1 thas year
+Ntul1 said Numsa’s defence
was based on the fact that 1t want-
ed Ameo to prove there was no
customer relationship with the
motor sector
“Some motor sector companies

- supply components to the auto see-
tor;” he said.

- “Ameo also wrote a letter to
Numsa stating that 1n terims of the
Labour Relations Act, Numsa was
not supposed to 1ssue notice of a
secondary sirike prior to the com-
mencement of the prunary strike.
Ameo must also prove tha '”

He said there had been no ne-
gotiations with the South Afirican
Motor Industry Employers’ Asso-
clation (Samiea)
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MOTOR INDUSTRY

ATLANTIS’
LAST REV

OO0 \ql\w@\q%
dees a future 1n compbnents

tlantis Diesel Engines {ADE), which
plans to stop building truck engines, 1s
preparing to go out with a flourish
Toyota Trucks has awarded ADE a
R70m order for more than 2 000 new
engines Mercedes-Benz of SA and Bell
Equipment want another 1 500 In all, ADE
has engine orders worth about R122m
The engines will be fitted into man-
ufacturers’ new vehicles for up to another
two years In order to run the engine
assembly plant at economic levels, how-
ever, ADE will build all the engines before
the end of 1998 MD Ron Shires says the
plant needs at least 800 a month
Once the last engines are built, Shires
says, the engine plant will be mothballed
untll mid-1999 1n case ot unexpected de-

mand If it remains unused, the equipment |

will be scrapped He says ADE’s future les
In motor components, particularly those
butlt in the foundry “"We are going grealt
guns there If I could find another 50%
capacity, I could sell the product tomor-
row "

By the end of next year, protection
against imported engines will be down to
20% — far below the level at which ADE,
with imrted local demand, can compete
with mass-produced imports Some truck
manufacturers have already switched to
engines produced by overseas principals

After fulfilhing 1its final orders for Tovota,
Mercedes and Bell, ADE will store the
engines at Atlantis Up to the end of 1999,
the truck companies will draw on this
stock to meet matket demand At the end
of next year, they will collect the re-
maining engines and store them on then
OWN premises

Henk Maree, director of Toyota Trucks,
says ADE has guaranteed to continue
supplying parts for its engines until at least
2010 He says many transport companies

want to continue using ADE engines be-

cause they are familiar with the product
Other manufacturers report similar re-
gret among their customers that the ADE
product ts disappearing
Shires welcomes the sentiment but adds

that the SA truck market doesn't offet the

volumes needed tor ADE to continue eco-
nomic engine assembly David Furionger
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Number Total "% of fotal
Manufacturer Cars ofsales sales car market
IR EEEFEDE TR
VW CiiGolf 1743
Polo Classic 1207
Plava 845
GolffJetta 036
Audi Ad h41
AB 61
AS 2 5335 25,3
Toyota Corolfla 2112
Conguest 2324
Camry 361
RAV4 b4
Lexus 49
Landcruiser 109
Prado 198 5 207 24,7
Samcor Tracer/Midge 1547
Fiasta/Sohao 455
Telstar/626 16
Ford Escort 337
Falcon 87
Mondeop 230
Explorer 7
Mazda Etude 159
Pajero 169
Spacegear 4
Jaguar 20 3031 14,4
M-Benz C-Class 530
E-Class 189
S-Class 4
SLS 9
SLK 12
CLK 2
Honda Ballade 883
Odyssey 18
Prelude 14
CR-V 118 1836 8,7
Delta Astra/Kadett 670
Corsa 963
Saab 25
Suzuk 25
Frontier 134 1817 8,6
BMW 3-Senes 1046
D Senes 231
7-Sernes 21 1328 6,3
Nissan Sentra/Sabre 681
Maxirna 70
Sani 79
Patrol 25 855 4.1
Daewoo Cielo 83
Espero 150
Lanos 196
Nubira 151 580 2,7
Fiat Uno 466
Alfa 18 485 2.3
Land Rover Discovery 123
Defender 63
Range Rover 11
Freelander 181 384 1,8
Chrysler Jeep 92
Neon 9
Voyager 49 150 0,7
Peugeot 306 27
406 26
806 2 55 0,3
Subaru Impreza 13
{.egacy 0
Forester 16 35 0,2
et S S et
1008 1987 % change
July 21088 21994 -4,1
Jan-July 129 635 144 446 -10,3
June (18 474) to July +14,2

DRI

Joyota 3037 31,2
Delta 2214 228
Samcor 1 866 19,2
Nissan 1 547 15,9
v 509 5,2
M-Benz 337 3,5
Land Rover 132 1,4
Frat 83 0,8
AAD 3 0,0
1998 _]‘gg!ch?nﬁe

July 9728 12260 -20,7,
Jan-Jul 60371 69336 129

Jun (8 439) to Jul

+14.6

MEDIUM COMMERCIALS
Number of sales % of market

M-Benz 145 30,2
Tovota 140 29,2
Delta 71 14.8
Nissan 61 12,7
lveco 37 7,7
Samcor 26 5 4
_ 1998 Jﬂalﬂ_h_ng_f
July TAS) 532 -98
Jan-Jul 3156 3313 47
Jun {528) to Jul -8.4
-HEAVY-COMMERCIALS

Number of sales % of market:
- . . . -
M-Benz 185 33,0
Tyco 93 15,7
Delta 66 11,2
MAN 61 10,3
Toyota h2 8,8
Nissan 50 8,5
Freightliner 30 5,1
Scania 28 4,7
ERF 8 1,4
lveco 8 1,4
1988 _Iﬂl:ha?ia 8
July BT 83
Jan-Jul 3836 4139 -I5
Jun (589) fo Jul +0.3
TOTAL VEHICLE SALES
Nutuber of sales % of market
RN T
Toyota B 436 26,4
VW 5844 18,3
Sameor 4 923 15,4
Delta 4 168 13,1
Nissan 2513 7,9
MBenz 2513 7,9
BMW 1328 4,2
Other 2172 88
1898 _198]chale

July 31837 35423 -10,0

ian-Jul
Jun {28 076) to Jul

197011 224 67
+13,6,
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SOURCE NATIONAL ASSOCIATION OF °
AUTOMOBILE MANUFACTURERS OF SA .




Sympathy strike goes ahead today

FRANK NXumALO AND
Roy Coxarne

Johannesburg — The National
Union of Metalworkers of South
Africa (Numsa) 1s set to take its
220000 members out on the comm-
try’s first one-day, sympathy
strike today after the labour
cowrt yesterday rejected employ-
ers’ urgent interdicts opposing
the action

Workers from the automobile
and engineermg sectors will be
striking 1n sympathy with their
colleagues i the motor compo-
nents sector, who will be embark-
Mg on an concurrent primary
strike over wage demands and an
acceptable wage model.

The court rejected the mter-
dicts by the Tyre Manufacturers
Employers’ Association and the
Automobile Mannfacturers Em-
ployers’ Organisation (Ameo)
against the sympathy strike, say-
Ing Numsa had not been given
fime to respond.,

Dumisa Ntuli, the Numsa
spokesman, said the union
“viewed it (the court’s ruling)asa
major victory for Numsa on a
major battle tomorrow with the
South African Motor Industry
Employers’ Association (Samiea)

“We belteve the unsuccessfil
attempt by Ameo 1s the first of 1ts
kmd under the new Labour Rela-
ions Act, and was a good prece-
dent for the ability of the law to

{. . allow workers 1 ane trade irion _

to strike in sympathy with mem-
bers i other oppressed compa-
nies or sectors,” Nituli said

However, the nationwide
strike eould be a crippling blow
to the car mndustry, which has jJust
emerged from a six-day strike
with the same union

This cost an estimated R780
million 1n lost production and
threatened to hobble vehicle
export contracts valued at bil-
lions of rands to the UK and Ger-
many markets.

South Africa’s seven vehicle
manufacturing plants were plan-
nng normal production today
despite the secondary strike,
Brian Smth, the chairperson of
Ameo, said yesterday

Smith said indications from
the seven plants were that sup-
port for Numsa’s one-day strike
would be limited

He said the labour court indi-
cated it was not prepared to en-
tertam the application by Ameo
as Numsa had not had sufficient
time to consider 1ts position re-
garding Ameo’s application

“However, the court held that
Ameo could bring the applica-
tion on the same papers on Sep-
tember 2, which would give
Numsa sufficient time to consid-
er the matter

“The labour court did not con-
sider the question as to whether
or not the secondary strke was
lawful,” he said.

Smith saxd Ameo would make
a final decision on whether 1t
planned to bring the application
on Wednesday depending on de-
veloping events at the seven
plants today

Ameo believed the secondary
strike was unreasonable and
unlawful -Smith said, - ’

Reuters reports Matthys
Strauss, an economist at the
South African Chamber of Com.
merce, said mvestor confidence
1 emergmg markets was already
shaken and the sympathy strike
was like “adding salt to the
wound”

— — m—

e ———




200 000 strike claim — but

car pr du/;t}g

Johannesburg - More

200 000 motor vehicle workers
have gone on strike today, the
National Union of Metal
Workers of SA has claimed.

But this has been denied by the
Automobile Manufacturers’ Em-
ployers’ Organisation, which says
production 1snormal today.

Unilon members in the motor
vehicle industry had ignored
Numsa’s call for secondary sirike
action, Ameo said.

Production had began as usual
at all seven vehicle plants today,
said Ameo chairman Brian Smith

He said Ameo had advised
Numsa that should the union plan
further secondary strike action
beyond the one-day action planned
for today, 1t would be required to
give renewal notice of seven days,

4 3
N normal’

L

as required by the+ )
Relations Act. P

Meanwhile, Numsa spokesman
Dumaisa Ntuli said 90% of motor
vehicle industry workers were
staging a 24-hour strike, 11 support
of wage demands by about 60 000
workers mmotor spares shops, car
dealerships, component makers,
service workshops and filling
stations

Meanwhile 3 000 SA Airways
ground workers have walked out
on an indefinite strike after reject-
ing an 8,5% wage offer.

The striking members of the SA
Railways and Harbours Workers’
Union, who want a 12% icrease,
comprise about a third of the ar-
Ime’s unionised staff, But all flights
were reportedly running as sched-
uwled - Staff Reporter and Reuters
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Unions rally in

motor secto

Reneé Grawitzky ﬂb//?/?‘?

THOUSANDS of workers 1n metal and
engmeermg, vehicle manufacturing
and tyre sectors embark on a one-day
sympathy strike today to coincide with
an “indefinite” wage strike in the
motor sector that could hamper service
at filling stations.

The wage strike by thousands of
workers in the motor sector will m-
volve petrol attendants, panel beaters,
and workers in spare parts shops and
auto-component manufacturers.

The National Umon of Metalwork-
ers ufl'lglA’a (N umgﬁ’s) call for the dgrr;t
natio sympathy, or secon ,
strike in terms of the new Labour Re-
lations Act has led to fierce employer
opposition. There has also been spec-

ation that workers in some sectors
mightignore the call.

The Automobile Manufacturn
Employers’ Organisation (Ameo) an
the Tyre Manufacturers Employers’
Association failed in their attempis to
mterdict the sympathy strike in the
Labour Court yesterday.

The Labour Court rejected the

Sk

interdict apphcations lodged by Ameo
and the tyre employers on the grounds
that both parties had failed to give
Numsa proper notice in terms of the
Labour Relations Act

The act g;nvides that if an employer
is given 10 days’ notice of an 1mpending
strke, the union should be granted five

days’ notice of the employer’s intention

to apply for an mterdict.
‘Phe court found that the o isa-
tions had failed to comply with the pro-

vision and rejected the applications
without considering the cases’ merits.

Ameo argued in its affidavit that
manufacturers had direct dealings
with only a small number of the 18 000
em%uyerﬂ covered by the Motor Indus-
try Bargaaning Council.

It was wrong to suggest that the or-
ganisation could influence these em-
ployers and, therefore, the secondary
strike was unreasonable.

The counter-argument was that it
was unnecessary to establish a rela-
tionship with every employer as the
primary strike was aganst all motor
gctor employers covered by the coun-
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Call on
Numsa

to ‘stop

(7
PO eg /?’/%f

play’

By Mzwakhe Hlangani .
Labour Reporter

THE strife-torn motor industry yesterday
offered an ohve branch to the 220 000-strong
National Union of Metalworkers of SA to come
back to the negotiating forum and settle as
workers took to the streets nationwide 1n sup-
port of a one-day Numsa solidarity strike

After addressing a large crowd outside the
employers’ offices in Surrey Avenue, Randburg,
Johannesburg, SA Motor Industries Employers
Association (Samuea) chief executive officer Vic
Fourie appealed to Numsa members to stop * the
power play” and come back to the negohating
table so that employers could make a move 1n a
bid to resolve the wage dispute

“We do not believe we will settle the dispute
on the streets I have asked Numsa 1n person 1n
correspondence, through the media and during
thus march outside our offices to come back so
that we can consider various models to try and
settle this dispute,” he said

Other Numsa marches were held 1
KwaZulu Natal, Withank, Bloemfontein, Pre-
tor1a and Pietersburg where memorandums sup-
porting wage demands in the mdustry were pre-
: sﬁﬁtﬂd at the regional offices of Samiea

Numsa spokesman Dumuisa Ntuli said the
strike was almost100 percent supported in Cape
Town, Bloemfontemn, Gauteng western regions,
the Vaal Triangle and Mpumalanga despite
munor confusion as to whether the strike was
protected or not 1n Port Elizaheth

This came after Numsa successfully chal-
lenged the automobile  manufacturers’

1

el

goiidarlty strike

The umon decided to embark on a solidanty
strike 0 demand that the motor industry recon-
sider 1ts mimnimum wage offer of 4,5 percent and
raise 1t to be mn line with the metal industry

Numsa motor sector negotiator Hos