WNUPHC7U£//\/C* - CHEMICHST Feopucx
93

San — Dec




i;r*

PR

ie

SOUTH Afriea’s biggest
pamt manufacturer, Pjas-
con-Evans Paints, has won a
R2%-million order to supply
amt and thinners to SA
ransport Services, “
The order, which wiJ1 run
over three years, 13 believed
to be the higgest ever award-
ed to one supplher, says Plas-
con-Evans group marketing
director Neville Marks
The deal covers about 4,6-
muilion litres of pamt and
600 000 ltres of thinners
The contract includes the
supply of a new generation of
waterborne semi-gloss emuyl-
Sion pamts which have heen
periected after 10 %ears‘ re-
search by Plascon-Evans re-
search and development
team director Fritz Weber
and semor chemists Tommy
Coetzee and Charles Rielly,
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DURBAN;wf$ weed killer used 1n Natal was a
najor cunsti[fuent of Agent Orange, a defohiant
used by the United States army in Vietnam to

kil all lwm’% plants.

Symptums, swhich ap-
peared in ARferican sol-
diers exposed to Agent
Orange, suc¢h as skin
cancer' and deformed
offspring, 'are ,now oc-
curiing in N‘atal

-y

. The weed-killer 15
2,4-D,ywhich made up 50
DEr . Tcentr of Agent
Orange. Used exlen-
sively by farmeis on Na-
.tal's sugar belt, 2,4-D has
replaced the old method
of hoeing out weeds.

Initially blamed for
an  unexplained 1n-
ciease 1n foetal abnor-

-l

malities encountered in
the Camperdown-Rich-
mond area, 24D now
stands accused of dis-
turbing the whole ecul-
ogy of the reglon — and
mole specitically killing
off a large proportion of
Natal's vegetable ¢rop

The biggest problem
confronting 1esearchets
15 to find oul how 24 D
dransports from  lhe
sugar-rcane fields to the
vegetable fields, the

chief co-ordinator of De-

partment of Agricul-
ture's 1esearch plo-
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Although the othel 10)-
gredient 111 Agent
Orange, 245-T — which
kills trees — 18 ho Junged
produced, 24-D 1s slill-
widely used as a bioad-
leaf weed lullel

Since the US Army
evacuated 1ls foices
from South Vielnam
moi¢ than a decade ago,
Agent Orange has heen
blamed for numerous

diseases and 1lls experni-
cnced by the Victnam

Although the veterans
complained of a multl-

+fude of 1lls, varying {rom

painful ‘skiu diseases
and cance: Lo deformed

'r.
=
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offspring, researchelrs i
the United States
sisted that the only defs-
nite effect on humats be-
ings appeared to be 4
skin disease called chlo-
1acne, which 1nvolves
painful  pussy  soies
under the skin

However, 1n 1879 the
United States govein-
ment hanned the use of
Agenl Orange afler a de-
texmined campaign by &
group of environmental-
1sts 1n the state of Ore-
gan, an airea wheie the
chemical had heen used
(o clear forest flooks

They 1epoited a tiagl-
cally high rate of ns-
LAITIRYgeS aflel the
spraying — DDC
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THE local manufacturers of the
tranquilliser Ativan — at the cen-
tre of a dispute between addicted
consumers and manufacturers
Wyeth Laboratories in the UK —
say thewr product 18 adequately
monitored in SA. | o .,

Expressing surprise at the news
that a number of British patients
intend taking their grievances to
court, a spokesman for the SA
branch of Wyeth Laboratories said
he could not see why British con-
sumers had been uminformed about

vened

terday

-

LONDON — Leading
central banks, includ-
ing the US Federal
Reserve Board, inter-

markets and bought
the dollar to rescue it
from a new slide yes-

Dealers said
Fed, West Germany’s
Bundesbank,
Swiss National Bank,
the central banks of the Netherlands,
Italy and Austria all it the markets
with snap dollar
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the drug’s addictive prppertms
I

“Doctors are clearly. advised
that the drug is only to be pre-
seribed for a short term ~ one to
two weeks,” said Wyeth MD Fran-
cois du Toit “The World Health

Organisation has known about this
drug’s addictive properties for
some time,” , |

A spokesman for Rolab, manu-

1N currency

the
the

Hurchases. The Bank of

it A

rally last
concertied

(132)

morhtorpd adequately’

facturers of Tran-qil — a product
which contains lorazepam, the
same active ingredient as 1 Ativan
— said all tranquilhisers were po-
tentially addictive

In SA, manufacturers are obliged
by law to keep tranquillisers such
as Ativan and Tran-qil under lock
and key, 1n separate storage They
also have to keep a record of the

final destination of every tablet

they produce
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Central banks
step 1n to stop
dollar’s slide

morrow would be bad had caused the

new dollar retreat, which followed a
week which was also helped by

central bank intervention
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"SA MUST urgently examume {he
« Qhtions open o the country fol-
~Pwing. the withdrawal of four
- welliknown international phar-
~miateltital companies, deputy
~N¢tighal Health Minister D: M H
>.Veldman said yesterday
~ enidpening a head office complex 1n
‘Sandion. for I'rench based Servier
Labotlories, Veldman said 1t would
-,have {o be determined what materi-
“*aI5 were essential for the contipued
-.production of medicines and medical
products
wnfiThis would be necessaiy i the |
; #En!e of. inte1 national sanclions be-

g éxtend to medices, Veldnian
uﬁﬁld.f“‘irrw

| :‘il’ﬁ*mgﬁlsances had been given that

i

ancllons would not be exiended (o
J au ‘ainedicmrﬁ bul tecently four
aln *fmt onal phaimaceutical com-
. pahics bad wilhdrawn from SA.
. EaStREE would have to be taken to
pensure conbintaly of supply of essep-
: tal phaimaceuticals, A posstble
“sewr e Of many of the raw malerials
rdight be found Jocally
“We as a couniry must be well
waprepared for any eventuality as one
nannot but wonder whese it will all
eng,"} he said
& woA.should uigently but calefully
gonsider whieh 1aw materials would
ﬁ,ﬁe essential tor the continued pro-
wdoction of medicines and medical

roducts, and what would have Lo be
) ',gbne to make certai that supplies of
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essential iaterials were nof, ﬁuﬂ, oif

“Coguisance should be 1a%én of the
fact that a possible source bf many of
the taw naterials vequired priy be
found 1n products and by-poducts of
the local Sasol organmsation.” he saund

He said SA stood aceuced, judged
and sentenced by {he inteipational
cominumly because of its apparent
shoi tecomings

FFacls and the prnciples of fajr-
ness were oflen ignored, as were ra-
bionalily and objectivity, resulting in
emolignal and sometinies ajso hys
terical oulbursts of condernnation

1he country had to cope with di-
vestinent, disinvestinent, boycotls
and sanctions and thieals of farthe;
sumlal action “if we fail to bow to
taletnational piessure”, g3 T

“The mnportance of 4 company
such as Servier Laboralories per-
Imllﬁ now become apparent to you,”
Veldiman added *

(JMeanwhile cxeculive direclor uf
the Pharmaceutical and Chemical
Manufactwers Assocation of  SA
John Toerten said 1L, was wrong fo
couclude thatl because the four infei
national pharmaceutical compames
withdraw from SA their medicines
would not be avarlabje

T t

The change of owneiship, b fac
couid be a key element ensuting con
Linuity of supply
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harked on new research mto possible
angers to health and the ecology of a
eedkiller bemng used in Natal, follow-
ing reports that it contamns 50% of
‘agent orange”, a defohant used by the
ps Army 1n Vietnam to destroy plants

In a statement yesterday, the SASA
aid 1t hoped to come to firm conclustons
before the start of the 1988 summer
spraying season

The weed-killer 1s 2.4-D, which 1s used
extensively on Natal sugar farms, re-
placing the old method of hoeing ouf
weeds

Imtially blamed for an unexplamned
increase in foetal abnormahities encoun-
tered 1n Natal’s coastal sugar-growing
areas, 2,4-D has also been blamed for
damage to the ecology, and killing off a
large proportion of Natal's vegetable
CTOp.

SASA general manager Rex Hudson
said thus week the association would “go
along with” a total ban on 2,4-D if gov-
ernment research presently bemng con-
ducted into the effects of “spray dnift”
provided enough proof that the herbicide
was directly responsible for crop fail-
ures 1n the Tala Valley.

“But there are still too many unan-
swered questions,” he said

“We are very concerned about the
problems produce farmers are exper-
iencing but there are so many factors
involved — one can’t attribute each and
every symptom to hormonal damage ™

Hudson represents the sugar industry
on an eight-member committee appoint-
ed by Agriculture Mimster Greyling
Wentzel last October to research the
effects of 2,4-D spray drifit

In 1ts statement yesterday, the SASA
said an attempt would be made to 1n-
volve all other agricultural sectors us-
ing herbicides in the research, 1n view of
the fact that the sugar industry used less
than 25% of all herbicides 1 SA.

“In addition to urgently examining

Fy

ot )

| Business Day Reporter ‘

work already under way internationally,
the research team will commission
prime research locally,” the statement
said

Meanwhile, working through .the
SASA experiment station at Mount Ed-

gecombe, 1t would re-emphasise the 1m- .

portance of proper application This
couid include further research nto

apphcation procedures and a renewed,
education programme n e
The higgest problem confronting re-,.

searchers is to find out how 2,4-D gets
from the sugarcane fields to the vege-
table crops, says the chief co-ordinator
of the Department of Agriculture’s re-
search programme, Dr Lows van Dyk:

Although the other ingredient ¢1n
“agent orange”, 245-T — which kills
trees — 18 no longer produced, 2,4-D
contiues to be used widely as a broad-
leaf weed killer

“Agent orange” has been blamed for
numerous diseases and 1lls experienced
by US war veterans and civilians in
Vietnam, .

Although the veterans complained of
a multitude of 1lls, researchers i the US
insisted that the only definite effect.on
human beings appeared to be a skin
disease called chloracne, which involves
panful sores under the skin

In 1979 the US government banned
“agent orange” after a determined cam-
paign by environmentalists

For sugar farmers, the chief advan-
tage of 2,4-D 15 that 1t is relatively mnex-
pensive and extremely effective Never-
theless, some feel there could be
disastrous long-term problems ;

Says Dering Stainbank, who farms at
Eston near Tala Valley “You can spray
this stuff up to five or six miles away.—
you can’t see 1t, you can't smell if,rbut
you look at the trees and plants in direct
line with the way the wind 1s blowing
and see how they are distorted ™
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_ NEWS |
atal ‘agent®orange’’
caltly’'fears

st . THE, SA Sugar Association has em-
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to Natal's vegetable crop is also used extensiveiy

by maize and wheat farmers in the Transvaal-and
Free State. ®

The weed-kitler has also been linked to “agent
orange”, the controversial “kill-all” defoliant used
by the USA.n Vietnam Veterans returning from:
the way',claimed “ageni orange” caused a wide
range of thseases ‘

b

Natal’s sugar cane growing areas, where 0£Jpﬂﬂl~
tion to the herbicide called 2,4-D has been concen-

. trated, use only 25% of the country’s total output of

all ~£zfsrb1cides. )
| Maize triangle

As a broad leaf hei bicide 2,4-D is suitable for use
a3 a weed-killer on grass crops such as sugar cane,
malze and wheat —

9 4.1 15 used extensively by farmers in the maize

- trlangle strelching from the Free Slale to* the

western Transvaal, said an Agriculture Depart-
ment spekesman, 1t is also used by wheal farmers
in these provinces. ‘

He said he had no knowledge of 2,4-D being used
in the eastern and western Cape '

Besldes the Natal coastal strip, sugar cane 18
also grown in a smaller area in the eastern Trans-
vaal, stretching from Nelspruit to Komatiepoort,
whete 2,4-D is also used.

I ————— TN TR AP v PR TR Ty




Wl
4

1t

Merck

S E
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Y 2 MERCK, wholly owned subsidiary of

fhe large West Germarn pharmaceutical

,&l\_ and chemical corporation, E Merck
Darmstadt, has recently made two ac-
1 expand 1ts activi-

quisifions which wil

ties i HSA
*Tiocally developed drug Slow-l1ag

hastheen acquired from Glenfair Phar-

maeeuticals The company Says the
product, used 1n the treatment of mag-

nesium deficiency, 13 expected to have
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| HELENA PATTEN
market impact from early 1983
It says magnesium deficiency 15 cugl-
1~

mon 1n the electrolyte imbalance con

tion which adversely
South Afric

of many S0

It has also

Diagnostics

taken over the
another local company, Biolab, an
tablished Merck subsidiary,

affects the health \

ans every year

anterests of
d es-

Biolab
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PHARMACEUTICAL INDUSTRY. ~

— =
The pharmaceutical cake

Percentage breakdown of the 195
pharmaceutical companies operating

No pills shortag&ﬂ})

Suggestions that the withdrawal of severa)
pharmaceutical compames could leave SA
chromcally short of raw matenals used in the
making of medicines seem exaggerated

“It’s a totally erroneous conclusion,” says
John Toerien, CE of the Pharmaceutical and
Chemical Manufacturers Association “In
any case, these are changes of ownership, not
distnvestment Indeed, they could even be a
key element 1n ensuring continuity of sup-
ply "

Bearing out Toerien’s view 1s the exper-
ence of MER National and MSD, two
American companies now in South African
hands Both report that they are doing well,
have major expansion plans 1 the pipeline
and are not experiencing any problems ob-
tain.ng raw materials from abroad

“In any case,” MSD MD Don Allen
points out, “the international pharmaceuti-
cal industry 1s so mterwined and has such a
wide spectrum of different suppliers that
switching sources would not present a prob-
lem”

Pharmaceutical raw materials are by their
very nature easily transportable and import-
ed 1n relatively small quantities Any con-
certed effort to cut off supphes would simply
be.unworkable
c.Moreover, most companies operating 1n

ter
SA-are not American (see chart) and Bre

therefore not as vulnerable to pressure or
boycotts. French concern Servier Laborato-

in South Africa
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| 1 1South Africa 58 [ Japan 7
B UK/Europe 58 Unknown 41
W USA 31

L Total 195

ries has just opened a new head office in
Sandton as part of a general expansion
Turnover 1s up from R0O,5m 10 years ago to
R9m this year “We're not even trymg to
keep a low profile,” says executive director
Patrice Bassompierre

As for the possibihity of South African
manufacturers substituting for raw mater:-
als from abroad, experts point out that due to
the interdependence of the world pharma-
ceutical industry, no country — not even the
UK — could ever hope to be totally self-
sufficient

Moreover, the small size of the South
Afrtcan market — less than 1% of the
world’s — mulitates against the massive 1n-
vestment 1n the industrnial and research base
necessary to set out on such a road “We'd
have to go into the export market 1 a big
way, says MSD’s Allen

Nevertheless, should total divestment oc-
cur SA Druggists MD Tony Karis estimates
that local companies could conceivably sub-
sfritute for about 95% of the drugs available

FINANCIAL MAIL JANUARY 29 1988 |
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locally — though this supposes continued
supply of imported raw matenals If these
were stopped, the proportion would drop to
around 30%

“But this 18 really hypothetical,” Karis
points out “Totally cutting off medical sup-
plies to any country — never mmd SA — 15
just not on the cards ” B

-



.C:‘:\_

By Amn Crotty
Somewhat later than tar-
geted, Twins Pharmaceut)-
cal, came ¢nto the JSE
yesterday at ap mitial
Price of 350c, while Alex

The movements 1n the
pharmaceutical and med-
cal seetor are part of a
deal that has beep Iong m
the making I,ast July
Twins Propan, the phar-
Mmaceutical group Jomntly
owned by the Krok broth-
€rs and the Premjer
Group, announced that it
was going to get a reverse
isting via the Triomf cash
shell and that it Intended
to make 70 percent-owned
Lipworth g wholly owned
subsihary  _

At that stage the offer to
Lipworth minorities was
mne Twing” for every 10
Lipworths, or cash of 325¢
for each Lipworth shar

e =

CE&

In October, following a re.
evaluation of Lipworth’s
€arning’s potential, the
offer was upped to 12
Twimns for every 10 Lip-
worths, or cash of 44gc At
that time the isting was
targeted for Novemper

The transmuted Listing
statement mndicates that
net asset value for the
year to March
have been 148c a share. 1f
the acquisition hag been
completed op August 1
1987 Management 1z fore-
casting a turnover for the
year to March of R248 myl-
lion, taxed Income of

A rmllion and earmngs
per share of 30c, For the
eight months to March a
dividend of not less than éc
a share is forecast.

The statement shows
that of tota] company bor-
rowings of R483 milhon,
Just over R40 milljon 1S
Owed fo the Premjer at
overnght call rates and 1
repayable on ea]]

1988 would |

—_—iy ©




SA can make war chemicals = Elaim®. -

_nmmgmnbrm developed 1n Brifain for n__m_:_:mm_" _.mﬁa..nma that as early as 1963 the Counal of _ —

‘warfare in the years of the Second World War wwﬂm mﬂm:._ux ic and Industrial Research admitted a group _
unhil recently been manufactured m South b?_wuu of [scientists was looking into Hrmtwmmm.a::w of
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ﬁrm—:.ﬁﬁn__ an international environmeytal fudther researching and- amdm_c_::nd_wqdn grases such
E.mmz_mmﬂcuu has claimed. w as}tabun, sarin and soman, ¥
The orgamisation said 1t found durmg =2 recentr he CSIR:reported these gases could be dropped
Anquiry - that the herbicides 245-T and 24- large guantities by aircraft or missiles and that
ingredients, of "agent orange", which were ﬂ:—ow “ﬁ .m:. lethal effects were comparable to a 20-megaton
used by the Umited States army in the ﬂﬁ:u _n_mu_. bomb, The Resister reported.
were produced in South Africa. Ea. - o
This follows allegations that the P:niu
‘has been waging chemical warfare against c: :

Traces of 245-T and 24-D have been nmamﬁmn
discharges from 2a plant on a SA ﬁ.?m iadl
Corporation farm, 1t was claimed recently. ; _. [
T Its director, Mr Robert Meinhardt, unﬂ_zm&
farm had supplied Iarge consignments gmﬂﬁr
‘herbicides to foreign governments, but nmn:_.m&
name them
* More than four million htres of "agent .:nﬁ:mm..
were sprayed during the Vietnam war,  killing ||
Jnknown numbers - Several American soldiersywho *
“handled "agent orange” also, died, while E_.m_ﬁ.. ﬂ_ﬁ.._“
_...E.Ewmmn - wt, £ Iu " .

. "The Resister", Euﬁrﬁ_mnm:am the ﬁnEE:Hm cm
mﬁ outh African”™ War Resistance ﬁnamnﬁi_u
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by Gaye Taylor

EAST LONDON — Pro-
tea Pharmaceuficals, a
subsidiary of the Gen-
cor-owned Malbak
group, have announced
the takeover of an East
London company, Phar-
mador (Pty) Ltd

The managing direc-
tor of the new combined
(Protea company, Mr Ed-
die Hart, would not dis-
close financial details of
the deal but said the
first phase of the total
new nvestment in the
region — which includes
the purchase piice of
Pharmador from the
Greyvensteyn family —
will be 1n excess of K10
million ]

The combined turn-
over of the new group
would be R60 million 1n
the coming financial
year, Mr Hart saxd

He said the new group
would give employment
to more than 500 people
in the area but the hope
was that the figure
would be between 600
and 700 by 1989 Total
combined employment
currently stood at 385

Part of the new tnvest-
ment 1mvolves the move
of Protea’s Johannes-
burg Chnimed penicil-
lin plant here and ex-
tensions to thewr
Wilsoma factory The
Clinimed move will en-
ta1l the creation of 50
10bs

Commenting on ‘the
takeover, Mr Hart said
“We see this not only as
a tremendous opportu-
nity for our company to
become a major force in

the South African phar-
maceutical market, but
an excellent opportunity
to enhance East Lon-
don’s reputation as a
key industrial develop-
ment location”

Mr Hart said since the
Greyvensteyn family

took over Pharmador in
1978 The company had
had an impressive re-
cord of giowth through
Various acquisitions,

one of them being a

‘range of consumer/OTC

products from the Ca-
sella-Med division of
Hoechst

He said Protea Phar-
maceuticals, through its
holding company Pro-
mardis (Pty) Ltd, had
successfully built a busi-,
ness wilh a sizeable
shaie of the pharma-
ceutical and toiletries
market over the past
year

“Protea already owns
a modein pharmaceutl-
cal plant 1in Wilsonta
and we see the Phaima-
dor plant in Chiselhurst

complementing that
manufaciuring opera-
tion”

He said most of the
head office functions
would be relocated here
from Johannesburg later
this year

The combined produc-
tron facilities will manu-
facture key ethical
medicines such as anti-
biotics, diuretics and
antt-inflamimatories as
well as popular medi-
cines such as Anadin,
Fibretrim, Velinoids,
Flutex and Laxa

The company also has
major products such as
the liang Ten and Dante
range 1n the toiletries
market and Kempura
black hair care prod-
ucts

Lir Hart compli-
mented the  Border
Meiropolitan Develop-

ment Corporation (Bo-
medco) on their support
and encouragement in
the development of the
pharmaceutical 1ndus-
try in the region

The chief executive of
Pharmador, Mr Pilerre
Greyvensteyn, said
Pharmador's cperations
were ‘‘so concentrated”
1in East London and this
would have meant a
move for the family who

were all Johannesburg-
based

He said they had
therefore decided to
pursue their business
interests on the Reef
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Grahamstown innovation

Daily Dispatch Reporter

GRAHAMSTOWN — A
local muniecipal front-
end loader may soon be
propelled, not by diesel
but by cylinders of com-
pressed methane gas
produced from waste
materials

Doctor Brian la Trohe
said that 1f everything
went according to plan
the conversion would
save the municipality
1000 hires of diesel a
month or R12 000 a year

Dr La Trobe has been
studying ways of utilis-
Ing municipal waste
matter profitably for
several years

The head of the de-
partment of chemistry at
Rhodes University, Pro-
fessor Trevor Letcher
sard ‘“This 1s a first —
the first pilot plant in

South Africa and though
1t will always be small
because Grahamstown i1s
small, 1t should provide
valuable pointers for
other developments
elsewhere ”

Grahamstown only
produces about two tons
of refuse a month
thereby limiting poten-
tial production

Rhodes microbiolog-
ists, led by lecturer Mr
Peter Rose, are also
looking at aspects of
producing methane arti-
fictally involving the use
of a consortium of bacte-
ria

One type of bacteria
broke down the complex
molecules, a second
“family” broke these
down i1nto hydrogen and
carbon dioxide

“Then some extraordi-

—

nary bugs convert the
hydrogen and carbon di-
oxide gases i1hto meth-
ane That 1s why we call
them a consortium of
populations,” Mr Rose
said

In the microbiclogy
department, scientists
were looking specifi-
cally at methane pro-
ducers, feeding them hy
drogen and carbon diox-
1de

“If we succeed we
shall be able to produce
a very cheap fuel (meth-
ane or mosgas or north
sea gas) from readily
avallable raw materials
— hydrogen and carbon
dioxide,” he said

It was mmportant to
note that 1n bio-technol-
ogy, methane was only
the starting point of
many complex biolog:-
cal synthetic processes

“Methane or methanol
1s a single cell protein
Britain 1s ailready using
it to turn out millions of
tons of high quality pro-
tetn for animal feeds,
stock and poultry,” Mr
Rose said

Methane, he added,
was also a very versatile
starting point for wvari-
ous syntheses

With petro-chemical,
and synthetic erude o1l
products, among the
world’s declining re-
sources, ‘we are looking
at producing synthetics
through micro-organis-
Ims which are growing
on renewable feed
stocks”

“Furthermore, by us-
ing the rubbish dump to
produce methane we are
getting something for
nothing ”
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No rubbish from this dump .. Examining one of the plastic-lined holes used {o produce methane gas
are Doctor Brian la Trobe (right) and the muncipal refuse disposal manager, Mr Terry Pike




l CHEMICAL INDUSTRY

Winds of competition

How much protection 1s currently available
for SA’s plastics industry? The question has
been given pertinence by Sasol’s decision to
build massive new plants to make both poly-
propylene and 1ts precursor, propylene, with-
ocut asking for additional tanffs

André Bedeker, MD of Sasoichem, the
chemical marketing division of Sasol, says
the current level of taniff protection on poly-
propylene 18 sufficient Sasol has no intention
of applying for more

The synthetic o1l corporation’s recently
announced decision appears to have been
motivated, partly, by the firm state of the
mternational plastics market This made 1t
possible to contemplate the extension of local

The issue of protective tariffs for the
chemical industry has come under the
spotlight again thanks to major new in-
vestments by Sasol. World supply and
demand is taken into consideration —

and along with that, the whole issue of
“dumping.”

L .,

plastics capacity for export purposes
Bedeker says the price of polypropylene
itself has increased over the past three years
by 51% in Europe and 18% in America,
although the price of propylene has re-

B

marned “relatively stable »

However, should the situation change to
the extent that polypropylene was dumped 1n
SA, Sasol might “have to apply for a formula
duty to protect local manufacturers against
dumping ” These formula duties are current-
ly applicable to PYC and are under revision
at present (see box)

The firming 1n plastics prices — attested
to by AECI MD Mike Sander and Sentra-
chem MD Dave Marlow — is the conse-
quence of the market’s long-term cycle

A period of glut in many important com;
mercial plastics — with many newcomers,
hke the Arabs and the Comecon countries,
entenn% plastics manufacturimg — led to a

4

phase 1n which there was very little new

investment 1n plastics plants for many years
The healthy growth of demand and some

plant closures have closed the gap between
supply and demand and made the current

buoyancy 1n output and prices mevitable

Agamst this background, the Board of
Trade and Industry has found it relatively
painless to whittle away the former levels of
tanff protection on chemicals Import con-
trol on polypropylene was abolished some
time ago and has just been removed on
polyethylene It 1s stiil there on PVC For the
future, protection will have to take the form
of tanffs

Marlow points out that the current level of
protection available to the South African
plastics industry 1s low relative to that n
leading industrial nations, including Ameni-
ca and the EEC

In the important case of polyethylene, for
example, SA imposes a duty of only 10%,
while the EEC imposes 12% This view 18
confirmed by Sander But he and Marlow
also express concern about the potential
problem of dumping, particularly from com-

munist countries.

If an allegation of dumping from Western
countries 1s made to the board, there wilt be a
reference price 1n the home market to which
the board can refer Meamngful reference
prices are, however, sumply unavailable in
the case of commumst countries

For all this, Sander concedes that the
board 1s still operating “1n a pretty responsi-
ble way” on questions of dumping

Marlow draws attention to one specific
current problem — the dumping of large
quantities of cheap plastic shoes from East

Asia, with a deleterious influence on demand-~

for locally produced PVC used to make shoes
in SA

The board has imposed an emergency duty
on shoes, pending the outcome of a dumping
mvestigation.

What complaints Marlow has do not re-
late to undue pressure from imported plastics
and the current level of duties, but rather
agamnst the modus operand: of the official
decision-making mechanism

Plastics manufacturers are kept in the
dark through failure of consultation at critt-
cal times, with the eventual decision (gener-
ally to reduce tariffs) sprung on the manu-

facturers, which makes forward planning
much more difficult

———— i | A

Sasol, incidentally, detends the large ca-
pacity of its planned polypropylene plant (in
relation to the local market) by saying that
the local plastics industry has too often re-
mained uncompetitive on world markets
through lacking the advantage of economies
of scale

(But tlis observation should — the FM
thinks — be qualified It is generally known
in the plastics industry that AECT’s Coalplex
PVC plant and Poly-2 linear low-density
polyethylene (LLDP) plant were both con-
structed to world scale )

Admttedly, economuies of scale have a
profound influence and Sasol intends ?ts out-
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ut for export too, in order to justifya p

xpwlh an annual capacity of 120 000 t of poly-
ropylene

P CE?] course. the current value of the rand

(not only against the dollar, but against

important third currencies too) plays a major
role in securing the fortunes of the local
plastics industry — 2 desirable situation ap-

oved by Bedeker
i Cﬂrrec{ future exchange rate policy wll

ensure a sound balance between local manu-
facture and 1mports

Bedeker argues, incidentally, that tanff
policy should provide for adjustments if the
rand deviates substantially from 1ts purchas-

ower parity
mglnl:l cuncllilsmn, the local mdustry will

always operate subject to important spemfit:
local characteristics — like the sigmfican

TN [

degree of dependence on coal Although coal
1s not as cheap and easy to handle as oll, its
use does ensure security of supply and rela-
tive price stability

Another 1s the distance separating SA
from 1ts trading partners In the case of bulk
plastics, the combination of distance and
handling charges provides, says Marlow, a
measure of “natural” protection (But geog-
raphy also works against the competitiveness
of exports )

There 18, too, the small scale of the local
market relative to the mdustrai glants —

la':nd only strong economic growth will help
ere

And 1t does seem fair to the FM to accept |
Marlow’s contention that the board should

é__ —

b —_—
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take the plastics industry further mto its
confidence 1n formulating policy — a course

of action which, 1f adopted, would take the
sting out of most of the criticisms

Certainly, no plastics manufacturer ap-
pears willing to take a stand m favour of

reverting to a condition of high protectron,
The FM would conclude with a note of

praise to the local industry both for the
standards of its commercial management
and for its technical innovativeness Where
government can undoubtedly help 1s through
more attention to the needs of techmical

education, especially the training of engin-
eers

And continued exposure to the winds of

free trade (with due attention to the problem
of dumping whenever 1t recurs) will surely
maintain the competitiveness of the iocal

industry — a necessity for survival mn an

exceptionally competitive world |

- — —_ ]
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Bluechip resalts

Chemical Services’ rerating 1s proving well
deserved Earmings grew ata compoungd rate
of 44% over the past three years and the
dividend has been Lifted for two SuCCESSIVE

years after a five-year hiatus

Financial director Lex van Vught points 10
the success of the acquisition policy the com-
pany adopted two years ago No less than
35% of assets employed were bought with the

Year tO Dacempbor 31 1986
Turnover {(Rm) 159,0
Net operating profit {Rm} 18,2

Attributable earmngs {Rm) 9,9
Earnings (o)
Dividends {c}

acquisitions and we estimate that about 18%
of the total 38% mcrease 1 EPS to 229,6C
was achieved through these acquisitions
The group took 11§ time about choosing the
companies 1t wanted to take over and has

stuck carefully to

famihar 1ndustries It

bought Allied Collords at the beginning of
Jast year and 45% (increased to 85% this
year) of Industrial Oleochemical Products
(IOP) n April Both were bought for cash,
but Chemserve has st1ll managed to reduce
debt equity from 0,59 m June 10 0,25 and

interest cover leapt from SIX LIMES at
of 1986 to 12 times

the end

“We had a fantastic

cash flow in the second half,” says Van

Vught EPS chmbed from a first half 92,2¢
to 137,4c, while the dividend rose from 3lc

at the interim 1o 2 49¢ final

Obviously, to achieve this result the core

business also Ievwed, especially formulated

e

Chemserve's Van ._
acquisition success

chemicals, whose contribution smproved sub-
stantially Van Vught says the mncrease n
volumes 1 these divisions was about the
same as for general economic activity Mar-
gins also ymproved, again especially i for-
mulated chemicals

With the decline in debt and lower nterest
rates, interest pad fell from R2,7m 10
R2,1m But Chemserve, which benefited for
the past five years of having 1ssued 10,9%
debentures, will have 10 rethink its financing
as the debentures are due for repayment 11
1989.

Debt has climbed since year-end, due 10
consohdation of 10P figures, now 2 subsid-
jary Debt equuty 15 currently still a comfort-
able 0,55, but Chemserve will doubtiess en-
sure that this 18 repatd as fast as last year —
one of the reasons for the 1ncreasing dividend
cover from 2,7 10 2.9 t1mes

van Vught 1s confident that EPS will grow
in real terms next year, suggesting a r1s€ of
about 20% The additional holding 1n [OP
will improve the bottom iine and even the
weakening rand could be to Chemserve’s
benefit 1f 1t can pass On price Increases

In the present market, however, funda-
mentals seem of little ;mportance and the
share price has dropped from R29 to R18
smnce last August Pat Kenney
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Swimline gets top o
stakein foreigner

| GOOD news for swim- and chemicals
l ming pOﬁl owners — Swmilme gfamed the s:ake in
return for guarantees 10
?nblli’:ltoi {iﬁl’ril:pl?.%t:gn facihitate agmanagement
| 1g elp to bring buy-out of the company
down the price of This amounts to R2-rmil-
\ chemicals. lon of loan capital
Swiraline Holdings, histed Reserve Bank approval for
i last year, has acquired a the foreign currency in-
i majority stake 1 a foreign volved has been granted
’ company distributing without the disclosure of
e swimming pool equipment the name of the company § .

or its location That mmfor- § |
mation 1s secret because
of the sensitive posifion 1n
which foreign companies
find themselves when they
do business with SA E

The acquisitlon1s expected to
merease Swimline’s earn-
mngs by at least 1,5¢ a
share 1n the year to June
1988 The shares are trad-

Lo 'R

‘Partitioning — Paint-

g -alterations.
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Swimline puys a
majority stake in
foreign company

Finance Staff
In its first offshore venture, Swimline Holdings has
acqured a majority stake 1n a foreign company dis-
tributing swimming pool equipment and chemicals. ..,
Swimiine, the Ciskei-registered group 1N which’
AECI has a 26 percent stake, says the acqusition will
result in an increase in earnings of at least 1,9¢ a |
share 1n the current year to June
The forecast for the year is 11,4c a share.
Last month, Swimline reported earnings 2 share
for the half-year to December at 6,8c, 89 percent bet-

terthan the corresponding 1986 figure.

pr by
]

Currént year ,9(1/\/ )ﬂﬂd’ﬂ

Chairman John Put ays that projected earn-
sngs for the current year would have mcreased from
114c to 16,9c a share if the transaction had taken
place on July 11987, ¢

He says that, because of the sensitive nature of the
transaction, exchange control permission has been
granted for non-disclosure of the name of the com-
pany or 1ts location,

Export business

“The company concerned 1s substantial with a pro-
jected turnover of R15 mllion, which we expect to
increase to R25 million over the next two years.

and accessories produced at our factory at Dimbaza,
Ciskel.”

Mr Puttergil says Swimline gained the majority
stake in the company 1n return for guarantees fur-
mished to facilitate a management buyout.

He adds that there is no material effect on the net
asset value of Swimlme shares after taking into ac-
count the contingent liability of R4, million,

“We have made a commitment to provide up to R2
milhion of loan capital with corresponding reduction
of our contingent liability, which is subject to a sepa-
rate exchange control ruling”.
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Fertiliser

* :,;md?iﬁry%

~hard hit

!

F
]
1

(The recession 1n most parts of '

. .the agricultural sectors during
, . ~the past years have had ‘a"sig-
+ (ndustry and strict operational’
adaptations had to be,ntro-
duced 1 atiempts to mamtan
the industry’s viability ", ,

.. This was the message of Mr
" JC von Solms yesterday to
““ representatives of the farming

Ay

T AR

4 ndustry at the Agricultural

""" "Qutlook Conference (Agrocon)
held at the CSIR i Pretoria
Jioo. Mrovon Solms told the con-
. ference that the industry had
. been under severe financial

strain for the past few years
! The sharp fall in demand, high
*~+ inflation rate and unstable ex-
change rates caused a signifi-
ger fCant change 1n fertiliser pur-
.1 chasing patterns ,
heo » Co-0ps and farmers tend to
w1 purchase closer to the tume of
.z, 1application, thereby forcing the
mdustry to carry large stocks
___. out of season at high cost and
risk
“These factors contributed to
the present poor yield on cap-
tal employed 1n the industry,”
he said
hor! He'said the welfare of the
it fertiliser industry was closely
au:irelated to the welfare of the
2 «agricultural industry. The de-
-mogree 10 which the farm econ-
nizvomy and markets could be
o:"uplifted 1n the reconstruction
it 0f agriculture by the policy
makers, would determine the
s ﬁvq}fare of this input industry.

r
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. «mficant effect on the fertihser’ L
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Swimline~buys
foreign stake -2

JOHANNESE URG — In
iIts first offishore ven-
ture, Swimlime Holdings
Ltd, has acqguiired a ma-
Jority stake 1n a foreign
company  distributing
swimming pool equip-
ment and chernicals
swimline, { he Ciskel-
registered group In
which AECI L.td has a 26
per cent stake, says the
acquzsition will result in
an lncrease tin earnings
of at least 1,5¢ a share 1n
the current ye ar to June

The forecast for the
year 18 114c¢ a share
Last month Swimline re-
ported earnirigs a share
for the half year to De-

— ——

cember at 6,8c, 89 per
cent better than the cor-
responding 1986 figure

The chairman, Mr
John Puttergill, 5ays
that projected earnings
for the current year
would have inecreased
from 1i4c to 169c a
share 1f the transaction
had taken place on July
1, 1987

He says that, because
of the sensitive nature
of the transaction,,, ex-
change control permis-
sion has been granted
for non-disclosure of the
name of the company or
its location... DDhe
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Acquisiﬁbﬁ boost

Activities: Holding company with subsidiaries
in manufacture and distnbution of chermicals,
also of pumps, velves etc, and recyciirz and
regeneration of plastic waste

Control. Malbak has 87%

Chairman: G S Thomas, managing director M
Struwig

Capital structure: 46,2m ords of no par
value Market capitalisation RG67m

Share market: Price 145c Yiieids 4,8% on
dividend, 12,8% on earnings, PE ratio, 7.8,
cover, 2,68, 12-month hugh, 295¢, low, 130c
Trading volume last guarter, 456 Q00 shares
Financial. Year to August 31

‘86 ‘87
Dabt

Short-tarm {Rm) . 9,1 21,7
Long-term (Rm) 6,3 2,0
Debt equity ratio 0,73 0,47
shareholders interest 0,32 0,49
Int & leasing cover 3,2 52
Dabt cover 0,33 0,46

Performance:
‘80 ‘87
Return on cap (%} 17.8 18,3
Turnover (Rm]) 162,98 223.6
Pre-tnt profit (Rm) 11.4 185
Pre-int margm {%) 706 83
Taxed profit {(Rm) 4.3 8,3
Earnings {c) 11,3 18,6
Dwidends {c) 5,2 7.0
Net worth (c) nfa 106,7

Protea Chemicals (Prochem), the only sub-
sidiary which Malbak has listed, has come
up with excellent results, but appears to be
following the Malbak route in that much of
the growth was derived from acquisttions

- 6,8% and operating profit chimbed 286% to

Protea Chomicals

150

100 % .

‘a7 v Mar Mﬂ'jl" Jul Oct
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Acquisitions 1n the year to end-August
1987 cost a total of R14,6m, of which a
substantial amount was paid 1n scrip, but
earned 25% (R2,1m) of attrnibutable profit
It seems the new acquisitions helped margins
and, hke competitor Chemserve, Prochem
enjoyed am improvement in overall margins,
which climbed from 7,5% to 8,3%

There was a deterioration in the trading
division, where margins fell from 10,4% to
9,2% Chairman Grant Thomas says that the
trading division excelled but operating 1n-
come rose only 11,7%

Manufacturing, which contributed 29% to
operating income against the trading divi-
sion’s 67%, improved margins from 3,1% to

R5,4m This section, says MD Mike
Struwig, increased market penetration 1n
certain sectors and implemented stringent
cost control

A new division, the technical division, has
been established Struwig says that an order

for R5m has been received and he believes
that another for about the same amount 13 on

the cards

A weaker rand will help trading division
margins, and the company 1s looking at two
further acquisitions Climbing interest rates
could have an adverse impact, as R22m of
the R24m total debt 15 short term Struwig
says this problem 1s being addressed He
forecasts that earnings will rise by more than
the inflation rate, though the stock market 15
in the mood to 1gnore good performances
df"i:-_ Pat Aennep—




AECI Tifrs ™ Athings 21%

Investment Edit r/‘g)\-3

THE giant AECI looks as 1f 1t 1s wel
and truly out of the trough 1n which 1t
had been stuck for the years 1982/1985
with profits and dividends for 1987
both well ahead of the 1986 figures,
although the vear was not without 1s
problems,

Turnover for the year to December
1987 rose by 16% to R3 276m (R2 819m),
which was only keeping pace with mn-
flation Included 1n sales were exports
of R251m (R236m)

The company says that the volume of
domestic sales was 7% higher with

increases having been achieved in
plasties and speciality chemicals,

The second half of the year was ad-
versely influenced by the mine strikes
which reduced the sale of explosives

———

4 a fall 1n fertilizer sales

The operating profit at R369m was a
modest 11% up on the previous year's
R332m, but then a better position as
regards financing costs, share of asso-
clate companies’ income and a lower
tax rate resulted in the bottom line
profits 1mproving to R213m from
R175m,

Earnings per share at 138¢ for the
year are up 21% on the previous year’s
113c¢ and the final divaidend has been
mcreased to 41e (35¢) making a total of
66c (60c¢) for the year Dividend cover
has been raised to 2,1 from the pre-
vious 1.9

Looking to the future, and with the
usual provisos of normal climatic and
social conditions prevalling, the com-
pany expects a further growth tn earn-
ings 1n 1988
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After a rather spectacular 54% rise in at-
tributable earmings in 1986, AECI's 22%

increase last year looks more pedestrian, but
the group did not have a particularly easy
year

Though volume sales rose 7%, prices could
not be increased in line with costs and mar-
gins dechined from 11,8% to 11,3% MD
Mike Sander says the main reason was the
relative external strength of the rand, lead-
Ing to increased competition from tmports,
both for AECI directly and for 1ts customers
To match prices of imported products, cost
increases had to be absorbed

Another factor affecting the group was the
problems 1n the agricultural sector Though
fertiliser prices were, on average, about 10%
down on 1986, even at these prices farmers
held back, probably due to lack of finance,
and sales dropped 10% The mimng indus-
try’s problems also hurt AECI The three-
week strike in August knocked sales of explo-
sives, as well as other chemucals and
accessories sold to the mines *‘If sales stop
for a month or three weeks, they don’t come
back later,” Sander points out

Despite the problems, debt 1s at about the
same level as at the end of 1986 (R483m),
with the debt equity ratio at about 0,49
Financial director George Thomas 1s con-
cerned about the ability of the economy to

AECI BETTER

Yoar to December 31 1986 1987
Turnover (Rb) 2,82 328
Pre-tax profit {Rmi} 263 303
Attributable earnings (Rm) 178 213
Earmings (¢} 113 138
Dividends (c) 60 66

provide long-term finance for private enter-
prise. *In the days of lifo four to five years
ago dividend cover of 1,5 to 1,8 times was
acceptable Now two times is probably teo
thin,” he says AECI has raised cover from
1,88 1n 1986 to 2,09 times and Thomas
expects 1t to increase further

Finance will be needed for the major pro-
Jects AECI has on the planning board — the
soda ash plant in Botswana and the synfuel
project Without these, capital expenditure
was R227m last year and 1s expected to be
around R250m this year Sander comments
that synfuel depends upon a sausfactory
financial arrangement being agreed with the
authorities, but also points out 1t 1s impracti-
cal to have both Mosgas and the synfuel
plant built at the same time, as the engineer-
ing industry would not be able to cope Long-
term, both are needed, and AECI 15 emphat-
1c that methanol 1s the best fuel, offering
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Currency effect

AECI's Sander ...
dividend cover

raising

opportunities to build up the petrochemical
industry, which has limited availability of
raw malerials in SA

An announcement about whether the soda
ash plant will go ahead should be made about
mid-year Director Dries Nieuwoudt says all
major customers are satisfied with the qual-
ity and that in some ways the product 1s

superior to that available from overseas
sources

Outlook for the present year depends upon
the labour situation, agricultural prospects
and the rand The Triomf plant has been
absorbed and 1t appears the weather cycle 1s
changing and there should be growth 1n the
fertiliser market 1n the next few years With

surplus capacity in the fertiliser section and
a weaker rand, exports appear possible, but
the main markets of China and India are
closed to SA and freight costs can make

¢xporting too expensive
A weaker rand should help other exports
and additional plastics capacity will help
sales — plastics had to brought in last year to
supply overseas customers In other areas,
the improving local economy will increase
demand and leave less available for exports
Earnings are expected to improve in 1988,
but, as mentroned above, dividends will grow
at a slower rate Possibly anticipating this,
the share 15 on a dividend yield of 5,6%
agamnst the chemical sector average of 5,0%
Pat Kenncy
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MERCEDES—DATAKOH(@I

Fast mover

Announcement that Sankorg has given Mer-
cedes-Datakor (Mercedes) @\ cash 1njection
of R30m in exchange for 269 of Mercedes

Information Technning}r\is the \culmination

of other announcements which, dustry
sources say, could make the company the

third biggest computer group 1in SA

Mercedes chairman Nic Frangos says the
main reason for the arrangement with San-
korp was not financial *To implement the
strategy outlined in the prospectus we shall
need very strong shareholders,” he says
“This move was more for the future than the
present ”’

Implementation of that strategy has been
accelerated, says Frangos, because of disin-
vestment pressures, among other factors
“We have moved faster than I would have
hked, but 1t has been in line with the strategy
we decided upon ™

Some of these moves are sharply expand-
ing the possibility of organic growth later
Mercedes has an agency for DEC network-
ing systems and plans to be the largest sup-

plier of this product by upgrading the skills
of staff and providing excellent support In

addition, 1t 15 the only supphlier 1n SA of
supercomputers, whose market 1s Lmited
mainly to scientific usages, but for which

there 15 at present pent-up demand

After these moves, Frangos is satisfied
that net worth has increased by about 50%
He believes that the prospectus forecast of
earnings of 15¢ will be achieved, but with
some fecent developments having longer-
term potent:al rather than bringing short-
term profits, the bottom line benefit wall not
be felt this year

Next year will be different “We shall
have the benefit of a full year’s earmings
from the acquisitions and there should be a
sigmficant increase 1 EPS,” he says

It seems probable the pace will not ease for
a while, as Frangos feels the industry 1s sti]]
In a cycle of restructuning itself and he plans

to make the most of 1t Pat Kenney
IMPERIAL ( Qe 44
f._dl' :
Diluted L, j}
An increase of 56% 1n issued shares/hindéred

Impenal’s inte performance At bottom
line Though earfings rose 90% to R4,2m
{R2,2m), EPS rodse only 38% to 30,2c
(21,9¢) 1n the six mpnths to/December 25

Still, considering the group/Mhas had to work
on rationahising certarg divisions, this is a

creditable performance

Joint MD Bill Lynch\tells me the main
surge came from Impéralis expanded rental
division after 1t acquired major cofnpetitor
Hertz The acquisition effectively doubled
Impertal’s market share Says Lynch “Dur-
ing the last three months of 1987, our com-
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AECI

JOHANNESBURG —
Earnings up 21 per cent
to 138c a share {113c 1n
1986) are reflected 1n
ARECT's audited results
for the year to end-De-
cember released yester-
day

e

share, a final of 41c¢ 15 to
be paid, Lifting the total
for the year by 10 per
cent to 66¢ (60c)

Attmbutable 1ncome
was up to R21i3-million
(R175-mullion) Net trad-
ing income was up 11
per cent to R369-million
(R332-million) and turn-
over up 16 per cent to
'R3 276-m1llion (R2 819-
million)

tor, Mr Mike Sander,
said yesterday that he
was “reasonably opti-
mistic” about the out-
'10ok for the group;-in
1988, However, much
“would depend on the
weather, which affects
; demand for AECY's fert1-
liser and farm products,
and general economic
condations, inciuding in-
dustrial peace. i

. In thewr commentary
accomanying the finan-
cial results, the direc-
tors state that compared
with the 16 per cent rise

DID 6f2
cariniii

Together with the in-

1n turnover, the volume
of domestic sales 1n 1987
rose seven per cent with
substantial increases in
plastiecs and speciality
chemicals sales

Export volumes de-
clined “margmally,” as

S up (#3)

higher domestic demand

reduced the availability
of product for sale inter-

nationally, However, the
value of export sales in-
creased from R236-mil-
ion to R251i-imllion
—Sapa

terim dividend of 25¢ a |

The managing direc-
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B\,_r Don Robertson

AECI 1s reasonably op-

timustic that it will re-

reive the go-ahead for
he R300-million soda-
sh project in Bo-
swana by the middile
f this year.

The Sua Pan project will
lobably require foreign

; Ence, but no funds have

n set aside this vear for

/ Aevelopment

The company also has as a
priority for its synfuel pro-
ject

Announcing financial re-
sults for the year to Decem-
ber, managing director Mike
Sander says financing of the
soda-ash project will be com-
plex, but he 1s unable to sug-
gest how 1t will be achieved

AECI! has taken over the
pilot plant at Sua Pan and the
product 1s acceptable to cus-
tomers

AECT’s attributable profits
rose by:21,7% to R213-milhion
from R175-million 1n the year
to December 1987 Turnover
topped R3-billion for the first
time — R3,27-billion com-

pared with R2,82-billion in
1986

Capex needs

Because of reduced mar-
gins, caused m part by im-
ports, operating income was
only 11% up at 309-rmllion
from t332-milhon

Earrfmgs wele 138c a
share compared with 113c
and out of this a final divi-
dend 'of 41¢ has been de-
clared, making a total of 66c
agamnst 60c -

Dividend, cover has been

raised to 2,1 times from 19¢ |

o

In the previous vear, largely
because of the need to build
up funds for the expected
capital expenditure of R250-
million in the current year
Mr Sander says the three-
week miners’ strike lowered
sales of explosives and
chemicals last year Agricul-
tural demand softened and
reduced fertiliser sales
ggucked earnings by about
0

Exports

SA sales volumes rose by
7%, the main Increase being
m plastigs and speciality
chemicals Export volumes
declined as higher domestic

demand reduced the avail-
ability of product

The company took some
“brave decisions” 1n its inter-
national marketing activities
and expects prices to harden
this year SA sales are ex-
pected to improve by about
4%, especially 1n the second
half of the year

Subsidiary company SA
Nylon Spmners had a good
year and has developed high-
tech business which will re-
duce 1ts dependence on the
apparel industry

Mr Sander says that with
the likelthood of better rains
and reasonable stability mn
the social and industrial envy-
ronment, earmngs should 1m-
prove 1n the current year
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Interim dividend maintained

JOHANNESBURG. — Sasol’s net prof-
1ts 1in the six months to December
dropped by R82m — or 28% — com-
pared same period of 1986, but the
giant fuels and petro-chemicals"sup-
plier has maintained its interim divi-
dend at the previous level. -
“The nterim.report shows attribut-
able:earnings of R207,1m, compared
with'R288,9m 1in the. comparable

% period, equivalent to earnings per
| share of 36,8¢ (51,4c) _

Interim dividend
The interim dividend has been

maintained at 22,5¢ a share.

The directors explain that virtually
unchanged product prices combined

' with domestic production cost in-
| creases had a detrimental effect on
1 the profits of Sasol’s synfuel activities

“In addition, an increase of 30% in

rand crude oil prices conmipared with
| the corresponding six moanths of the

previous year, reduced 'ohl;pxl-reﬁn-
ing profits. Y

“Since production cost 1ncreases at
S5asol in the past few years were kept
well below the inflation rate, there
was less room for further cost rationa-
lization in the six months under re-
view

However, good production was
achieved by the main operations

“The negative developments in the
fuel industry were partially offset by
benefits derived from the group’s poli-
cy of increased diverstfication for the
purpose of adding value to existing
products,” they state.

“The most important of these bene-
fits were higher prices 1n the 1nterna-
tional markets for chemical products

and the improved operating results of
the fertilizer division”

Debt was further significantly re-
duced, they add.:

_ “It 1s clear that the synthetie fuels
industry is temporarily in an ‘unfa-
vourable position.

“For this reason government has
been requested to increase the pro-
tection for the indigenous industry
against producis derived from the re-
fiming of Imported crude 01l,” the di-
rectors say

The prospects for higher petroleum
product prices 1n the foreseeable
future were not encouraging.

They say however that they expect
to be able to maintain the total divi-
dend for the full financial year at the
same level as previously

“In the first three months of the
second half of the finanecial year the

rand prices of our main products are

more than 5% lower than those of the
first half.

“This 1s due to a stronger rand and a
further fall in the average dollar

prices of petroleum products,” they
point out

Chemical products

“Favourable international prices of
chemical products as well as expected
higher production at Sasol II should,
however, have a positive effect on the
results for the second half of the
year "

At Sasol 1 increased attention was
being given to the upgrading and mod-
ernization of the plant. Sasol III's
profit before tax i1n the period under
review amounted to R96,7m and the
after-tax profit was R50m, the same as

that for the half-year to December
1986

Sasol’s turnover (including excise
duty and levies) was 13,8% up at R1,7-
bn, while net operating income was
down 29,6% at R354,4m (R503,7m) —
Sapa
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Own Correspondent

JOHANNESBURG. — In a Re
judgment the Industrial Court has
ruled that racial wage diserimina-

| tion is an unfair labour practice

and has given the offending com-
pany six months fo eliminate it.

And, in orderufg the relnsta‘tement'

of several hundred workers, the court
also appears to have signmificantly
strengthened the right to protection
from dismissal for workers involved 1n
a “legitimate” strike.

The case of the SA Chemical Work-
ers’ Union (Saewu) v Sentrachem, pre-

sided over by Dr D G John, arose out of
a nine-week wage strike by 3 000 work-
ers between May and July 1986 at sev-
en of the chemical giant’s plants Man-
agement had 1ssued dismissal notices
on July 7, with an offer of re-employ-
ment to those who returned by July 15.

About 400 to 500 were not taken back
— most because management said a
restructuring of operations ‘meant
they were redundant. Seventeen were
not rehired because of alleged disci-
plinary offences during the strike

Six months of negotiations, and the
implementation of conciliation proce-
dures, failed to resolve the wage dis-
pute in which — at thre time of the
strike — the union was demanding a
R250 increase on the minimum R400
monthly wage while management was
offering a R470 a month minimum

Sacwu also demanded the elimina-
tion of racial wage diserimination,

[
.Mﬂ'lnl " t'ﬂ"-i"""u ) L

were gunne

In the Judgment delivered last
Thursday, the court ordered that Sen-
trachem eliminate discrimination by
August 31.

The court defined diserimination as
a situation where wages paid to black
employtes are lower than wages paid
to other workers doing the same work
~— unless the difference 1s due solely
to length of service in the job

R1,5m first step

While there was some disagreement
between Sacwu and Sentrachem on
their definitions of the concept, evi-
dence led by the company during the
hearing was that 1t would cost R4 mil-
lion to eliminate diserimination fully

During negofiations Sentrachem
had agreed to set aside an 1mmed)ate
R1,5 million for that purpose as a first
step towards eliminating wage dis-
crimination over a period of time.

The court noted that Sentrachem re-
presentatives had acknowledged dis-
crimination existed and was morally
indefensible.

It said there should have been great-
er efforts by the company to remove 1t.

The court also ordered the reinsta-
tement of 400 to 500 workers and pay-
ment to them of eight weeks’ backpay.

The most important and far-reach-
Ing reason given was that since the
law grants unions and lawful strikers
immunity from penal and civil sanc-
tions “i1t would be anomalous 1f work-
ers were nevertheless penalized by
dismissal for striking”.
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Ig'?els]ﬁlted m tg n i i bemng mereased Thlrdly, there has been
i utab] i -

a further impresgye reduction 1p Sasol’s

However, dividends sheet 1s, therefore, healthy, K
of Sasol’s conservative : Turnover increased to R1,7bn
which assyres maintained (R1,5bn), Includmg exeige duty and Jsy.

1€S, but ne¢ Operating profit declined
almost 30% o R354 4m (R503,7m) and

directors Say In the inter re dividends I'eceived fel) sharply “to
otal distribution shoyjg i R25,6m (R50,7m), Ny
at 47,5 However, Sagol scored by reducing
Sasol’s attributapie profits for interest-bearing debt ¢ R38.1Im fro
months to R417,/m in the 1986 half-yeap (R53m at
rom the 1986 ha -year the end of Jype 1987) and interest
to earnings of 368cas charges were oyt t0 a minimgj 3m
dend cover has been droppe rom R21,7m in the Previous compay.
2,3, able half-year. N
Sasol Three's taxed Profit was maip. Saso] directors glﬂmt out that there
tained at R50m, of which a R2%m divi.  was less room for rther cost rationgl-
dend aceryes to Saso]. isat_mn Since productiop cost iner.

Firstly, diversifications ape aying off roduction cost 1ncreggeq Impacted yup-
. e ﬁweurably on profits of itg synthetic fue]

which are ®mandmg higher interna. activities,

tional priceg --. and the fertligep divi- In addition, 3 399, rise mn rand eryde
S10wed improyed results,
econdly, Sasol Twe's Production g @ 7o Page 2 5
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Mported cryge oil, sa directors i ,
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By Mike Siluma

The South African Chem-
1cal Workers’ Union
(Sacwu) has won an order
in the Industrial Court di-
recting Sentrachem to
eliminate pay disparities
between workers of dif-
ferent races.

The outcome of the
case has been described
as a major victory in the
struggle for racial pay
equality.

The judgment in the
case, presided over by Dr
D G John, concluded a
two-year wage dispute
between seven divisions
of Setrachem and Sacwu,
invalving more than 2 000
workers,

The workers went on
strike in May 1986 at fac-

tories 1n the Transvaal,

e

Sacwu wins
St i3 [0

court 0
bridge

the Free State and Natal,
demanding an across-the-
board R250-a-month in-
crease, as well as the
bridging of a wage gap
between white and black
workers

In the judgment, the
court found that wage
diserimination ‘““in the
sense that wages paid to
black employees . . are
lower than wages paid to
other workers domg the
same work (unless this
was due to length of ser-

age ;@

@D l

vice) is an unfair labour
practice”

The court ordered that
Sentrachem redress such
discrimination by August
31

Finding as unfair the
dismissal of strikers by
the company on July §
1986 and 1ts failure to re-
employ them on or after
July 15 in the same year,
the court ordered that
employees so {ired be re-
employed on application

before March 31 19388.
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 Sentrachem unhappy with judgm

Sleor

Labour Reporter

review an Industrial Court decision direct-
ing it to eliminate racial pay disparities
and to re-employ strikers dismissed during
a pday dispute two years ago, the company
said.

In his first reaction to the Industrial
Court judgment delivered on Thursday,
Sentrachem managing director Mr Dave
Marlow said the company “unreservedly
rejects, and will continyge to reject, racial

m e —— A -
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Sentrachem may ask the Supreme Court o

disecrimination in any
tions”,

“The finding of the Industrial Court that
(Sentrachem) has implemented that prac-
tice, as well as the court’s determination on
criteria for legal strike action and fair dis-
missal of striking employees, are cause for
Serious concern to the company,” Mr Mar-
low said yesterday.

The company, in cosultation with its Iaw.
YErs, was considering the possibility of re-
view proceedings and would make a deci-
8100 soon, said Mr Marlow.

aspect of its opera-
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The case was a sequel to a strike by more
than 3 000 workers 1n seven Sentrachem di-
visions i the Transvaal, the Free State and
Natal in May 1986 to back demands includ.-
Ing a R250 across-the-board monthly in-
crease and the elimination of racia] inegua-
Iitzes 1n pay 3

In his judgment, Dr DG John ordered
that Sentrachem redress any racial dispari-
ties in wages by August 31 53

He also found the dismissal of workers
subsequent to the strike unfair and ordered
the company to re-employ them
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ONDON — Commodity price
Sorecasters are all too often a
“disappointed breed, but last
FWEE]‘; there was melancholy
‘cause for celebration Running
well to schedule, the seasonal o1l
prme fall crept up on us almost
“innoticed

i1 Physical Brent crude shpped
sHelow $15 a barrel as Opec pro-
~daction drifted up to more than
'a17 rilion barrels a day and the
-Huropean winter continued
Jagreeably mild The optimists
ndo not expect prices to recover
for some months, and the pessi-
mists expect them to collapse

1 il
~+But 1n a sense prices have al-

iready collapsed, as stockbroker
gdames Capel pointed out when

sintroducing its review covering
i the North Sea Average dollar
1 011 prices were 314,41 a barrel 1n
*;LBBB that volatile year, and
ﬂﬂ 13 1n 1987 The comparable

“sterling prices were £9,80 and

£11 05

- ht present exchange rates,
“t{nwever the sterling price is a

Joere £8,50 The North Sea 1n
“dustry cannot be anticipating
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with glee weak o1l prlces and a
weak dellar

Nevertheless, the contmental
shelf show goes on One of the
most iniriguing aspects of the
James Capel review 1s that, for
a supposedly mature industry,
North Sea o1l and gas look pret-
ty sprightly

Decline

On the one hand, 1t 18 true
that half, or 7,9 billion barrels,
of the estimated UK sector re-
serves of 15,3 billion barrels
have been pumped out since
production began in 1967 UK
output of 2,47 million barrels a
day last year confirmed the be-

ginning of the long anticipated
decline

On the other hand, Norway
and Britain still have estimated
reserves of 17,8 billion barrels of
oll and hquds and the reserve-
to-replacement ratio 1s a re-

spectably high two-thirds Some
1,8 billion barrels of 01l equiva-

lent were discovered last year

when 205 exploration and ap-
praisal wells were drilled at a

—an -, ——— -— ——rL— — —
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cust uf £1,3 hlllmn

Total North Sea production
was 1,9 lallion barrels of o1l
equivalent Licences have been
granted for only about a fifth of

the prospective continental
shelf

This year, exploration success
measured by the ratio of finds to
holes drilled could increase be-
cause budgetary constramts are
likely to confine efforts to the
most promisinig areas

Norway’s fields will be sub-
ject to an informal “queueing’
system, partly because the Nor-
weglan government does not
want 011 hopelessly to distort an
otherwise small economy Plan-
ning proposals for at least one
UK condensate field and one
medium-sized o1l field may well
be submutted this year

So the North Sea seems set to
enjoy a much longer life as a
major hydrocarbon province
than talk of declining output
might 1mply Yet the grip of a
handful of companies on North
Sea reserves 1s likely to
strengthen rather than slacken,

- ———

: e British Petiroleum take-
over of Britoll demonstrates

Threequarters of the heensed
area of 227 000 square kilomet-
res 1s controlled by 25 com-
panies, and 200 compames have
the rest Statoil, the Norweglan
state company, has just over 12
percent of the total area Li-
censed, followed by BP with 6,2
percent (or more than 10 per
cent if Britoll’s dowry 1s mnclud-
ed) and by Shell and Exxon with
about 5,5 percent each

Predators

As shares soared-last year
there were relatively few take-
overs and mergers among North
Sea companies In theory, the
stock market crash should have
opened the season for corporate
predators, but there 1s a feeling
that market capitahsations are
still too mgh properly to reflect
asset values

If average oil prices are $17 a
barrel this year, as many shil
expect, the North Sea will be

“conservatively” active — The
Independent
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PHARMACISTS (gL

A bitter pitl \.\_/

Pharmacists need a new prescription — for
survival If they don't learn to adapt to a
changing business environment — and
quickly — they could soon become an anach-

ronism
That's the warning to SA's 2 500 retail

pharmacies as they brace themselves for 1n-
creased competition Retail pharmacies face
deregulation later this year. They are al-

ready under threat from several sides —
from supermarkets, dispensing doctors and
the decision that district surgeons should buy
medicines through provincial authorities

Link GM Benzie Joffe, whose chatnis part
of SA Druggists (SAD) and includes 22% of
SA's pharmacies, says “The days of the 0%
mark-up are over Pharmacy can’t survive
unless margins are cut

Adds SAD wholesale division GM Sid
Hurwitz® *Pharmacists must cut their over-
heads and diversify They can’t keep depend-
ing so heavily on profits from prescription
medicine. They must change from high-mar-
gin, low-volume fat cats to high-volume busi-
nessmen selling at acceptable prices ™

Pessimists estimate at least 30% of phai-
macies could disappear 1f market forces are
given a free hand

Plus Advisory Commttce chairman Glen

Merryweather says pharmacists face a ven-
table army of problems *Volumes have
dropped because business has gone to dispen-
sing doctors and district surgeons Manufac-
turers sell to them cheaper than even to the
wholesalers as a means of letting their pro-
ducts get known sn the medical community
At least R6m a year of business will be lost in
the Free State alone through the loss of
district surgeons’ business for a professional
man, a mark-up of 50% 1sn't excessive but
there may be special competitive circuim-
stances when this will have to be cut

Perry & Associates senjor partner lony
van der Schyff says the pharmacist must
decide between becoming a true bustiiess-
tnan or a true professional “le should either
set up drugstore operations, which would be
a multi-use retat store and maybe consider
employing a business manager, or he should
confine himself simply to dispensing medi-
cines in smaller premises ™

He suggests that f pharinacy is to prosper,
there should be a longer business adnuimstra-

(N s |
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tion course as part of pharmaceutical train-
ing Merryweather says “Many older phar-

will They’ve been too well protected Nowa-
days, all professions must learn to be busi-
nesslike or else live 1n dignified obscurty ™

All over the country, there are specific
threats to retaill pharmacists In Newcastle,
1t 1s believed Iscor plans to put the dispensing
of 1ts medicines out to tender, which could
threaten at least four pharmacies 1 the

\\;\e‘& macists don’t treat 1t as a business and never

"\q town On the East Rand, the dispensing
% doctor has arrived 1 force Some Brakpan

pharmacists are processing 10 prescriptions
a day nstead of 100.

SAD MD Tony Karis argues the future
can be bright *If, for example, three phar-
macists pool resources they could have a
viable business It’s the stand-alone pharma-
cist that’s doomed ™
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plastics (1s3)

EAST LONDON — The
Plasties Institute of
Southern Africa plan to
start a branch in the
Border area

An inaugural meeting
was held and addressed
by the national charr-
man of the institute, Mr
Christian Larkins, said
since there was interest
In plastics in the Border
area 1

Mr Larkins said meet-
4 N85 would be held
Mr Larkins technology of plastics !
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continuation of the policy (R1,90 million).

proved payouts are a cent TE"Rs,*BO‘millio_ﬁ'

FOCM seeks listing

- Finance Staff S${=/ {3 ( &%
Elangeni Oil and Cake Mills (Elangeni) is to seek a
listing on the JSE via a reverse takeover into Ad-
vance Industries. This follows the recent agreement
reached between Advance and the shareholders of
Elangeni.

The current plans began .when some 97 percent of
the issued ordinary capital of Advance was acquired
from Santambank by the Merhold consortium at a
price of R4,6 million, equivalent to 110 cents a share.

A total of 12,5 million new Advance shares are to
be issued to the Merhold consortium for the Elangeni
acquisition, after which the Merhold consortium will

control 99,3 percent of the enlarged issued capital of
Advance.




AECI Explosives & Chemicals has
signed an agreement for a joint ven-
ture with Detonix to develop comput-
er-controlled detonators

A new company, Expert Explosives,
will make the electronic initiating de-
vices for AECT, which will market the
systems

This concept 1s set o revolutiomse
the mining industry, says AECI, the
world’s largest mapufacturer of ex-
plosives and mining accessories.

Hﬂ-""‘

[ in Deto

Business Times Regorte

The system is based on self-powered
detonators wiich melude low-power
very large scale integration (VLSI) mu-
crochips for sequencing and blast con-
trol

It was mnvented by Vivian Patz of
Detonix and Stafford Smithies of the
Council for Sclentific and Iandustrial
Research’s National Electrical Engin-
eerting Research Institute

H
I - i -
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The detonator requires less that 1%
of the electrical energy used by con-
ventional ones

A computer programmes different
delay times to each detonator and
verifies the vaiue of the delay and the
carrect functioning of each detonator

For the first time, blasts ¢an be co-
ordinated throughout a mine with
milli-second precision from & single
computer It will improve producii

vity
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JOHANNESBURG —
The Chemical Workers'
Industrial Union
(CWIU) has declared a
dispute with Mobil 01l
SA after talks on wages
and working conditions
broke down, a spoKes-

man for the umon, Mr

CWIU 'talks b

B K Mosley, S
terday

The negotiations con-
cerned workers at all
Mobil plants throughout
the country

“At 1ssute are mem-
bers’ demands for a

e e = e )

the-board 1nerease with
the minimum monthly
pay 1nereased to R910, a
service allowance of R
a month for each year of
service, and the back-
dating of the 1ncreases
to March 1, 1988,” Mr
Mosley said

“The company’s pres-
ent offer of R155 a
month has been re-
jected

“The, Durban Jboranch
of ° CWIU negﬂtlatmg
with Mobil 01l Refinery
(Pty).Ltd are also 1n d:s-
pute with the company '

The company’s public
relations manager, Mr

Barry Hurt, said the
union had demanded an

imncrease of R200 -.a
month, and the company
had nffered R155 .

“Our offer represents
an average 1ncrease of
18 per cent This 1s well
above the forecast 1nﬂa~
tion for 1988

“Our minimum wage
1s R710 a month and the
total monthly remunera~
tion package for any em—
ployee will equate qtn
R1 014, 1f we mclude
other benefits such | a
housing subsidies and
education assistance ” i

The talks are to con-
tinue — DDC !

—_
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THE major supplier of
Ink to the Argus Com-
pany faces strike action
following the declara-
tion of a wage dispute hy
the SA Chemical Work.
ers’ Union (SACWU)
Mr A Nielsen, the fi-
nancial director of Sun
Genera] Printing Ink,
Yesterday confirmed
that SACwy had ap-
Plied for g concilration
board hearing after me-
diation failed to resolve
the dispute
The union represents
1 workers at the Mnn;
tagu Gardens ,f.'-fur:t«:»,gyH v
A SACWU spokeSman
- Said the workers hag re-
Jected the company’s
offer of a R95 across-the-
| board mereasge or a 15%
r'se — whichever was
'the‘hlgher -— on the

Mr Fred Collings, Ar-
EUS general manager,
sald he could not com-
ment 111 he received fyr-
ther deta;]g on the mat-
ter.
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share to over 60c the plc-

Senﬁ'achem( a

J GHANNESBURG . 1988,t0 20c
To celebrate itg 21st  ture 15 & pleasing one
hich attests to

The chemical giant Sen-
trachem 1s set to declare apniversary the group andonew
q final dividend for the has given investors a Sentrachem nOW being
peek into what the year- firmly on 2 recovery
larly as reé-

first time 1 several
end resulis fo March 31, path partlcu

years and’ 15c has been
1088, look like gards 1ts troublesome
rubber

prnpnsed which will
bring the ‘total for the Wwith a 70 pet cent fertiliser and
year rending March 31, growth 1n earnings per divisions
‘\F—-‘WWW —
.
|
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Antiviti{as: ¢ @rotup of cumpamef; -sbppfyin% a
diverse range of speciality chermnicals, chemmcal’
raw matenals and related services

Control: AEC! controfs 58%

Chairman: A B Nieuwoudt, managing director
P T Francois

Capital structure: 6,2m ords of RT1 each

Market capitahsation R118,4m
Share market: Price 1925¢c Yields 4,2% on

dividend, 11,9% on earmngs, PE ratio, 8,4,
cover, 2,9 12-month high, 2800c, low,
1250c Trading volume last quarter, 36 000
shares

Financial: Year to December 31

E i e il -+
me mm-mw-J

Chemserve’'s Francois .;.. "
financing decisions ' -

established to replace imports from Britain
— are about to come on stream. Merging of
the food and beverage industries into Chem-
serve Food Sciences started to show:benefits
in 1987 and Chemserve Trading 15 expected
to make a meaningful contribution to profits
In addition, the acquisittons, which were
included for only nine months last year, will
be 1n for a full year in 1988

But there are some problems to be re-
solved It may not be easy to pass on the

‘85 ‘86 ‘87
Debt
Short-term {Rm) 10,1 3,0 13,6
Long-term {Rm) 11,8 10,1 9,4
Debt equity rato 0,58 0,25 0,19
Shareholders’ interest 0,47 0,56 0,62
Int & leasing cover 4,2 6,2 6,b
Debt cover 0,33 0,92 1,60
Porformance
‘85 ‘86 ‘87
Return on cap (%) 18,2 20,3 18.8
Turnover (Rm) 1206 150,0 202,4
Pre-int profit {Rm) 14,5 18,2 26,0
Pre-int margin {%) 12.0 11,1 12,3
Taxed profit (Rm) 5.57 7.9 11,7
Earnings (c) 115,2 166,2 2296
Dividends {c) 50,0 62,5 80,0
Net worth {c) 669.8 8359 1146,3

-

chemicalshas been growing slowly and that,

as entry barriers are low, the competition has
been tough. To overcome this, the group
adopted a policy of expanding through ac-
quisttion and emphasised products requiring
a higher level of capital investment New
subsidiaries Allied Colloids and IOP, says
chairman.Dries Nieuwoudt, strengthened 1ts
position, in the mining and surface-coating
industries. The policy of acquisition and di-
versification worked well and we estimate
that half of the 38% increase in EPS growth
was due to acquisitions

Results were helped by a pickup 1n the
cor¢ business of formulated chemicals and
by an mmprovement in margms, though
Chemserve.handed on to customers the bene-
fit of the higher rand on the cost of imported
raw matertals, Chemserve imports about
50% of 1ts raw materials

It would “seem that the group needs a
breathing space after making nine acquisi-
tions 1n two'years But this begs the question
of how Chemserve will mamntain growth, In
addition to -increased sales due to higher

gross domestic expenditure, extensions to the
Alhed Colloids plant m Port Elizabeth —

|
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increased costs owing to a weaker rand, espe-
cially as competition remains strong and

CHEMSERVE
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Takeover benefits i

Since Chemserve’s preliminary resuits for
1987 were announced 1 early February, the
share price has firmed R1 1o R19, apparent-
ly indicating the market's rerating of the
stock has been maimtained in the bear mar-
ket and that 1nvestors are again taking note
of fundamentals

An important reason for the rerating was
that Chemserve, which kept its dividend at
J0c between 1981 and 1985, improved its
payout to 62,5¢ and 80c in 1986 and 1987
But the company also lifted dividend cover,

which reached 2,9 times last vear {
1,7 1n 1983 7 P rom

‘ Financial director Lex van Vught says
internal financing will be important as inter-
¢St rates rise It will also be vital to have low
borrowings and Chemserve 1s paying off
short-term loans as fast as possible These
are not large, amounting to R4.5m net of

cash at year-end, but they were increased
after the balance sheet date, when the com-

pany paid R9m to raise its stake 1n Industrial
Oleochemical Products (IOP) from 45% to
83% and as a result of consohdating 1OP
which was highly geared |

One of Chemserve's problems was that the
market for its original product, formulated

Sarm

Chemserve 15 due to repay R4,3m 1n foreign

debt by December 1989 as well as to redeem |

the first RIm of its 10,9% debentures in
September 1989 Both these loans are at
considerably below current market rates
Decisions about financing will probably be
taken 1n the course of the year
Chemserve’s most important advantage 1s
1ts management An indication of 1ts qualhity
can be seen from the fact that controlling
shareholder AECI tends not to interfere with
management decistons and 15 known to be
keen to increase 1ts sharcholding, though the
share 1s tightly held With this asset and, as
earnings are expected fo grow at more than
the rate of inflation, the matket rating of the
share seems justified » b » Pat Kenncy

-
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THE Bouth Afriean plasties
industry illustrates manv of
the classic difficuities of
trving to establish an essen
tially First World industey
in Thrd World economic
and political conditions

It 15 aganst this wider
background that the forma-
tion In Janoarv this vear of

-=ponverting grant DPI Plas-

tics needs to be seen
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has to be made the local
plastics industry 1s essen-
ually an artificral creation,
velving as it does on protec
tlonist measures tnstituted
by the State to develop an
indigenous industry by
m_:m_mam it from more effi
cient and mature 1nterna
tionat competition

One only has to look at
the plastics output of the
sopbisticated Western
European producers to
realise that foreign con
cerns are able to atitain
economies of scale that are
oniv dreamed about by the
South African producers

In Western Europe for
example 24 muilton tons of
plastics are preduced ani
used every vear The UJ§
produces 22 mullion tons
Japas Wmullion In the
world as 2 whole 120 mui-
l1on tons are produced each
vear

South Africans bv com-
parison produce and con

ol
"__:___ ﬂm_m_w
i

L) Plastic pipas being prepared for dalivary

Industry in a
battle against
many factors

sume close to 05 mullion
tons

The comparison 1s even
more 1llustrative if one
locks at mdividpal eon
sumgption of ptastics While
1n Finiand per eapita use of
plastics materials tops
120kg a year and B6kg mn
the US a South African can
be expected to use oniy 18kg
of pilastics products arnual
Iv

SA s consumption puts It
011 a par with other develop-
inig countries lihe Austrahiz

These statisties alone
suggest a fundamental con-
straint on profitabihty. —
namely the difficuity of at
taiung the econcmies of
scate necessary to ensure
long production runs iower
overheads and lower buik
transport costs

A stirallish domestic may
ket 15 made smailer 1n real
terms by the low bartiers to
entry posed bv the conver:-
er industry — that sector
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that converts raw material
of different grades into us
abile piastics products.

At present 1t ts estimated
there are about t 000 con-
verters 1n the business —
from huge sophisticated
concerns like DPI Plasties
to one-man operations tick-
Ing over with a single mach-
Iné and a handful of lz
bourers

The piastics industry tn
Europe has been boosted by
the inereased application of
plastics products 1n the
engineering mlitary and
automaotive frtelds — a mar-
ket sector that suggests a
highlv-sophisticat range
of plastics products the for
tunes of which are cicsely
tied to Western manufac
turing prowess

In 5A bv contrast. pack-
4gIE consumes 38% of the
tetal piastics output. This
sector offers some potentiat
for growth as the voiume of
consumer goods — both du-

rable and non-durable —

rows 10 hmited yet abso-
ute terms

The rest of the market 1s
strategicallv less secure
howaver

Piastic pipe producers —
of which DPI Plastics 1s the
biggest — supplvy the mun-
Ing butlding and civil eng)
neering and agricultural
sectors [t 1s common cause
that these sectors are vuil-
nerabie to market fluctua
tions — both locally and
internationallv

This means the plastic
pipe ndustry is vuinerable
to the cvehical ups and
downs that characterise
South African economie
growth

The recession of the past
two vears coupied with the
general political and eco-
nomie nstabilitv of the
wmzna has not made for a

dppv pertod for the indus-

irv

Ia sum a hhmited domes
tic market a protected and
consequentlv inherentty un-
stable industrv apd the
downturo of the past two
years have combined to
make the business of profit-
IRg bv coanverting plastics
raw mmaterials into usetul
products a hazardous ane

It 15 against this broad
background that DP] Plas-
tics was formed 0 an at
tempt to come to terms
with these constraints

T
!
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Follow

TOWARDS the end of last vear 1t he-
came apparent that SA s converter -
dustrv was facing a profitabilitv crisis
that needed tackling if the industrv was
to survive

It 15 werthwhile examning the causes
of this crisis

The nrst cause has alreadv been al-
luded to — namelv the economic down-
turn which made tnroads into production
volumes as demand from the TTININE
agricuttural and building sectors
slumped

Competition

A weak economy held especiallv 1m
portant impi:cations for the converter
industry with its low entrv barriers and
relativeiv smalt capital and expertise
Input This brings us to the second cause

1th a rumber of pipe manufacturers
It the business it became vital that each
producer continue to pump out the vol
umes of products necessarv to attan
econonmues of scale and hence profita
bulity

To some extent this was possible
the short term at least But it could onjv
be done at the cost of slashing prices and
indulging 1n desperate competition This
cut throat competition had negative im
ﬂ_nmzﬂ_m for an industry which needs

e ensured long term growth essentiai
for infant industries

it was also detrumental to an industry
that produces piping for projects
pianned months in advance

‘Last vear we saw the worst price
war we have seen it the mdustry " says
Mike Kerr Peterson MD of DPI Plas-
ties

The trdustry has a low entrv barrier

:SERVINGES
{ SOUTH AFRICA'S kuge agricultura) see
for protides a ready market for plasti
Pipng for ymgation anpd dramage paor.
! poses

DPI Plastics 1s loohing to INCreasing s
market skare tn thas freld

Supply to the agrienitural sector has to
take acceunt of the seasonal nature of
farmuing — a constraint that 1INpuses its
own discipline on produrtion
{ The biggest buvers af plastie pipms 1n
the agricultural sector are the hig farming
Cit operatives

DPI Plastics 15 well poised to contlone
SErVig the agricoitural sector witk its
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It was particulariy fragmented with z
lot of producers arou1d which resulted
ih & great deal of over-capacity
For the big producers to sustain their
rofit margins 1t was a question of going
or volume to reduce unit cost The re-
sult was price slashing on a big scale
savs Kerr Peterson
Evervbody got into the same maode
and bv the end of 1987 the whole dusiry
Was 1ncurring losses
But the price cu.ting was destabilis
Ing the whote mdustry and it became
quite obvious that what was needed was
rationahisation There needed to be some
coficeniration of manufacturers
But 1if the converter sector was oper-
ating within an overtraded market and
fragmentation was wreaking havoc with
production schedules and profit mar
Ins the raw materials sector was sut-
ering probiems of almost the exact
0pOOsite sort
The two major polvmer producers —
AECI and Safripol — domupated the
marhet and the sappty of processable
matenal to the converters While selling
prices for the converters continued to
slump the raw matenals producers held
out against dropping their own prices
all the while sirenuously denying
charges of monepoiy
The resolution of the price enisis tack
led the problem at the point of converter
product selling prices and mot at the
batnt of the raw materials prices patd by
the converters
In practical terms the formation of
DPI Plastics — bringing together Ever
ite s Pipekor and AECT s Duropenta —
was the mdustrial giants’ sofution to the
problem

wqmnq_ﬁm in the four provigees and Nami-
13

Farmers reguire koge voluntes of paly-
Mz:,_mnm black piping which DP] pro-
HCes

But a5 farmipg becomes increasigiy
mare sopmstreated there wiil he g growing
need for more speciafised products

One such product is soid by DPI Plastics V_
under the name Cordram a product that
demonstrates the flexibility imherent 1n |
piastics destgn

The pipe s intended to drayg water

Ing a path

togged areas ke farmiands and orchards

1) i

| AECT faved the theorencal
“aw materiais prices allowmni' the tra mentation
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Written by PATRICK BULGER

AFTER several years of depressed prices for plasiics products, two major
firms — AECI and Everite — have jomed forces tg set up plastics glant
DPI Plastics (Pty} Ltd The company arose from a merger between AECI's
Duropenta and Evente's Pipekor and 1t wiil increasingly be the major

suppiter of PVC
The deai

ppes and fittings to the South African market
will permit the PVC manufacturing arms of the two hoiding

companies to profit 1n what had become an overtraded market

It w1l put plastic pipe manufacturing into a stronger position — freemg
resources for research and development — and generally provide a more
stable climate for the industry as a whole

Mines are putting
plastics to work

THE South African mining mndustry i1s a
major user of plasties preducts — espe-
clally ﬁ:um and fittings

DPI Plastics will continue to produce
the Mmeflo range of pipes for appitea-
tion 1n muining and industry

Even before the mergar took place
Duropenta had emerged as a market
leader tn the production of plastic pipes
ard fritings

The quality and rehability of us pro-
ducts culminated in the award of a South
African Bureau of Standards mark to
Mineflo pipes for the conveving of water

I undergrourd muning operations The
m_mm 15 coloured blue and 1s fitted with
Iineiok Cast 5G iron ends while Airflo
pipe 15 coloured yellow
Both Mineflo and Airflo IPES are pro-
duced 1n high umpact PVC and are de-

signed to provide opumum preformance
under demanding miing conditions
The basie raw mater:al polv vinvi chig-
ride 1s manufactured by AECI

The “nelok cotlar represented a
breathrough and 1s the kev to the nte-
gration of plastics with stee] pipe sys-
tems Previously a sericus limitation in
the transition to non-corrostve pipe al-
ternatives had been the eoupiing of plas-
tic pipes and their incompatibility with
standard steel piping

The Minelok collar solved much of
this problem It 1s a east 1ron pipe end

Merger ‘will bring stability

e avac oLt SRR

possibihitv of dropping

fitting which 15 cadmium coated to en-
sure against corrosion

Yineflo pipes are non-corrosive low
Mass and smooth bore which ensures
mimmal friction and flexible which
fmeans pipes are able to follow curves
..ﬂmnw_.._E additional { tlings having to be
LIS
Lin the field of e enemeering and
buiiding DPI Plasties will be competing
with the preducers of a wide range of
traditional products

This 1s parucularly true n the case of
the civil engineering field

Cost-effective

“There are a lot of substitute products
inthe eivil area  says DPI Plasties MD
Mike Kerr-Peterson

PY¥C piping has to nuﬂ%ﬁm alongside
concrete fibre cement and stee]l — and a
host of traditional misconceptions about
the strength and safetv of plasties pro-
ducts

There are a number of marhet sectors
where plastics have taken a strong foot-
hold especially n the plumbing buys;-
ness where PVC products are now used
extensivelv for pipes and for a range of
fittings

This 5 berause they are easv to
handle easier to lav 1n the ground and

hence more cost-effective than conven-
tional materals

b
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‘rybody got tnto the same mode

the end of 1987 the whole tndustry
currtng losses

the price cutting was destabilis-
2 whole industry and 1t became
ibvious that what was needed was
alisation There needed to be some
iration of manufacturers”

if the converter sector was oper-
within an overtraded market and
entalion was wreaking havoe with
xtion schedules and profit mar-
he raw materials sector was suf-

problems of almost the exact
te sort

two major polymer producers —

and Safripol — dominated the
’t and the supply of processable
1al to the converters While selling
+ for the converters continued to
L, the raw materials producers held
Eamst dropping their own prices,

e while strenuously denying
es of monopoly

»resolution of the price erisis tack-
e problem at the point of converter
et selling prices, and not at the
of the raw materials prices pa:d by
onverters

ractical terms the formation of
lastics — bringing together Ever-
Pipekor and AECI’s Duropenta —
he industrial giants’ solution to the
em

‘hes in the four provinces and Nami

rmers roquire huge volumes of poly-
ene black pipmg, which DPI pro-
|
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Duropenta and Everite’s P:Fel-:ur and it will increasmngly be the major
i

suppher ot PVC pipes and

ttings to the South Afriean market

The deal will permit the PVC manufacturmg arms of the two holdng
companies to profit in what had become an overtraded market

It will put plastic pipe manufacturing nto a stronger position — freemng
resources for research and development — and generally provide a more
stable climate for the industry as a whole

Mines are putting
plastics to work

THE South African mining industry 1s a
major user of plastics products -~ espe-
cla lg piping and fittings

DPI Plastics will continue to produce
the Mineflo range of pipes for applica-
tion 1n miming and industry

KEven before the merger took place,
Duropenta had emerged as a market
leader in the production of plastic pipes
and fittings

The quality and rehability of its pro-
ducts culminated in the award of a South
African Bureau of Standards mark to
Mineflo pipes for the conveying of water
In underground miming operations The
R;pe 1s coloured blue and is fitted with

inelok Cast 5G iron ends, while Arflo
pipe 15 coloured yellow

oth Mineflo and Airflo pipes are pro-

duced 1n ligh impact PV(? and are de-
signed to provide optimum preformance
under demanding mining conditions
The basic raw material, poly vinyl chlo-
ride, 1s manufactured by A%ICI

fitting which 1s cadmium coated to en-
sure agamst corrosion

Mineflo pipes are non-corrosive, low
mass and smooth bore, which ensures
mimimal friction, and flexible which
means pipes are able to follow curves
wnguut additional f.ttings having to be
use
LiIn the field of civil engineering and
bulding, DPI Plastics will be competing
with the producers of a wide range of
traditional products

This 1s particularly true in the case of
the civil engineering field

Cost-effective

“T'here are a lot of substitute products
In the civil area,” says DPI Plastics MD
Mike Kerr-Peterson

PVC piping has to compete alongside
concrete, fibre cement and steel — and 3
host of traditional misconceptions about
Ehe strength and safety of plastics pro-

ucis

{ as farmung becomes nereasingly
sophistieated there will be a growing
for more specialised produets

e such produet is sold by DPI Plastics

¢ the name Cordrain, a produet that
mstrates the flexibthty mmherent in

Ics design

¢ pipe i1s miended to dram water-
‘d areas hike farmlands and orchards

gration of

standard steel piping

ARCI faced the theoretical possibility of dropping
raw materials prices, allowing the fragmentation in
the conclusion that

-f| Merger ‘will bring stability’

the converter sector to reac
mar ket logic would dictate

When the market had picked up, the gruducer price
of raw malerials would have followe

That 1t did not to do so has important imphcations
for the industry, and for the pattern of ownership and
contro]l as a whole

By bringing together two of the larger producers —
tts own and Everite’s plastics arms — AECI chose to
retain is profit margins on the sale of raw materials
Logically the effect would be to penalise the smaller

roducer while setting up a huge company 1n which it

ﬁas an interest so that it too could derive the benefits
of gredatly increased economies of scale

I'he Competitton Board took a hard look at the deal
which resuited 1n a company responsible for much of
the fotal national converter output

DPI Plastics MD Mike Kerr-Peterson deflects eriti-
cism along these hines

IFustly, he argues, the merger — one of several tn
recent months — should bt tng stability to the industry

as a whole
And secondly, “it 15 an arm's length deal” with

AECI, meamng DPI Plastics will not enjoy preferen-
tial treatment from AECI, which 1t would do 1n a free
market scenario

He says the Competition Board would not have
allowed the merger to go ahead if it could have led to
a monopoly situation He also makes the point, howev-
er, that the board would have examined the competi-
tion offered to the industry as a whole by alternative
and substitute products like concrete and steel

Kerr-Peterson believes the merger was a logical
solution to the instability that had come to character-
1se the industry in the past few years It was not a
matter of one big company swallowing a smaller
cnmpeutnr

“There needed to be a greater concentration of

manufacturers,” he sags
"What we needed to do was rationalise the industry,

The Minelok collar represented a
oreathrough and 1s the key to the inte-
plastics with steel
tems Previously a serious limitation tn
the transition to non-corrosive pipe al-
ternatives had been the unuphn% of plas-
tic pipes, and their mcompatibihity with

The Minelok collar solved much of
this probiem 1t 1s a cast 1ron pipe end

There are a number of market sectors
where plasties have taken a strong foot-
hold, especially i the plumbing bus-
ness, where PVC products are now used
extensively for pipes and for a range of
fittings

This 1s because they are easy to
handle, easter to lay in the ground and

hence more cost-effective than conven-
tional materalsg

pipe sys-
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L] Some of DPI PlLastics’ products

n fact there 1s a need for further rationalisation We
were two of the biggest 1n the industry as it was”

He believes the merger has created a synergy in
that the two companies will now be able to comple-
ment each other in terms of product ranges and
production capabihities

Basically the merger facibtated the bringing to-
gether of the two principal functions of the separate
firms — namely extrusion and injection mou dln%

“Both companies had performed this function so y
merging we were able to reach economies of scale
that were not possible earlier For example AECI
made fittings in Durban and Everite's Ptpekor made
them n KI‘UEEI’thFP Now all our fittings are made
up 1t Krugersdorp’

Part of the purpose of the merger was to remove
the extra, and costly, capacity from the system The
merger has meant DPI Plastics now accounts for
more than 50% of the plastic piping market
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SOUTH AFRICAN plastics
engmeering remains highly
reliant on foreign techno-
logy and expertise

Indigenous research and
development has lagged,
primarily because South
African producers have had
to cut back on research to
remain competitive in the
short term where profits
take priority over longer
term considerations

In international terms the
South African industry faces
an odd dilemna — the coun-
try 18 the world’s leader 1n
coal-based technology
which 1s an important con-
tributor to the industry gen-
erally

Yet research on plasfics
themselves remamns rudi-
mentary and SA lacks the
infrastructure to provide
the high-gquality training ne-
cessary for the long-term
health of the industry.

The South African plas-
tics mdustry, as has been
noted, will make an increas-
mgly 1mportant contribu-
tion to engwneermg and
manufacturing in the future
But if it 18 to move away
from a reliance on the pack-

SO AR,

DPI Plastics 15 poised to
make a major contribu-
tion to the future well-be-
ing of the plastics 1ndus-
try 1n SA, says AECI
Chemicals Ltd PVC prod-
uct manager Dick Coates
AECI has an mterest 1n
the company, and sup-
plies 1t and other pipe manufacturers with 50 000 tons
of PVC every year Almost half of AECI's PVC goes
into pipe manufacturer, an indication of the growing

importance of this type of piping

DP1 Plastics supplies some 40% of the countiry’'s
PVC piping — from pressure pipes for water reticula-
tion, drainage, sewerage, soil waste and vent systems
through to electrical conduit and ducting

It 1s the largest of 120 PVC converters i SA

Coates stresses that DPI remains at arm’s length

from 1ts parent in order to ensure fair competition
with other pipe converters

Coates adds “The Competition Board was thor-
oughly consulted by semor executives of both Everite

¢ Business Day” o0 Sy

and AECI before the merger was announced ”

“We are very concerned about the success of the
pipe industry Over the past few years 1t has been
distressed by over-capacity and the formation of DP1
Plastics 1s an attempt to address this problem”

Replying to questions on the polymer for pipe
manufacture, Coates explained that the duty struc-
ture behind PVC was presently under review and was
expected to be resolved soon He added “The ad-
valorem duty was reduced in March 1987 from 25% to |
10% Presently world supply falls short of demand
and imports would land, duty paid, at prices well 1n
excess of the local price Over and above this, ali pipe
converters enjoy development prices to ensure PVC
pipes compete effectively with other materials”.

Coates says he feels DPI Plastics has important
implications for the plastics industry as a whole.

“It 18 an important development It ts usually the
big compantes which are prepared to invest 1n major
research and development programmes and to bring
on new products The size of DPI Plastics augurs well
for the further development of the South African PVC
pipe market”

aging industry and on pip-
ing, more 1n-depth research

and development will be vi-
tal

With the increasing hos-
tility of the outside world to
South African industry, the
country will not be able to
rely as heavily as it has done
in the past on overseas tech-
nology and expertise

As, and 1if, the South Afr-
can industry becomes more
internationally competitive,
the traditional sources of
technology will become
harder to obtain In this con-
text rationalisation makes
much -sense

Lack of tramnmng facilities
at all levels hinders the re-
search 1mpetus

The merger which
- brought about DPX Plastics
may well free some re-
spurces for research and de-
velopment

“In 1987 we hardly wor-
ried about research and de-
velopment at all It was a
question of locking doors
and getting down to the
business of retamng profii-
abihty,” says Kerr-Peter-
sON ‘

DPI Plastics 1s hoping to
pay far greater attention {o
research and development
now that it has emerged
from the price gptting of the
past few years

——_——_ﬂ_h“_——-“w
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[l DPF's board (rear, I-r}, Neil Cartar, Toed Mayberry, John Wayland, Terrence Waolley (Front, l-r}, chairman George
Thomas, MD Mike Kerr-Peterson and Emmanueal Arni

Potential for exporting exists

ALTHOUGH DPI Plastics will be looking to consoli-
dating 1ts position within the various sectors of the
South African economy, the company also sees some
potential for itself in exporting its range of products

The first constraint on exporting 1s the fact that the
industrialised nations of the West have their own
highly efficient industries

South African producers lag behind 1n technological
innovation and remain reliant on foreign technology
and foreign expertise Moreover, South African pro-
duction techniques and machinery remain relatively
unsophisticated

On the other hand South African companies arein a
posttion to take advantage of the export potential
offered by the low, and decreasing, value of the Rand
agamst major Western currencies

DPI Plastics will be concentrating on the South
African market but 1t hopes to develop an export
capacity

DPI Plastics MD Mike Kerr-Peterson says the
structure of the industry at present and the system of
tariff barriers means 1n effect a company hke AECI
has a monopoly on the supply of raw materials
Government meanwhile allows this state of affairs to
exist 1n 1ts attempt to protect the local producer

Kerr-Peterson says DPI Plastics would be m a
position to obtain 1ts raw materials abroad at a lower
cost than 1s presently the case, but this will be con-
stramed at present by relatively high world prices
and a shding exchange rate

“We have the products to export and they are made
to international standards,” says Kerr-Peterson
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Finance Staff
The mners’ stike last Au
made a substantial financial 1m-
pact on AECY's results, chair-
man Mr Gavin Relly reports m
the chemical and explosives
giant’s 1987 annual report
Discussing AECI’s perfor-
mance for the year to Decem-
ber, he says that although sub-
stantial increases 1n domestic
sales were achieved in plastics
and speciality chemicals last
year, performance in the second
half was adversely influenced
by two factors

Firstly, the miners’ strike,
which resulted in reduced sales
of explosives, accessories and a
wide range of chemicals and,
secondly, lower agricultural ac-
tivity, which caused a 10 per-
cent reduction 1n fertiliser sales.

“But for these two factors,
overall earmngs for the year
would have shown a further 6
percent increase,” Mr Relly
says AECI's earmngs per share
last year were up 21 percent to
138¢

This rise follows on a 16 per-
cent increase 1n group turnover
to R3,276 billion, reflecting an
improvement 1 dometic sales
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lume of seven percent and a |

marginal increase in export
sales to R251 millizon

According to managing direc-
tor Mr Mike Sander, profit mar-
gins came under pressure in
several areas as the relative ex-
ternal strength of the rand, par-
ticularly opposite the dollar, -
creased competition from im-
ports

The ordinary dividend was
raised by 6¢ to 66c a share and
the dividend cover increased
from 1,9 to 2,1 times

Mr Relly says “The decision
of the board to advance the divi-
dend at a rate lower than the
rate of earmngs growth recog-
nises the need to increase pro-
gressively the level of dividend
cover in view of the high level
of inflation prevailing and the
difficulties foreseen 1n raising
firance abroad”
. On prospects for the current
year, Mr Relly says indications
are of moderate economic
growth

“Given normal chmatic con-
ditions and reasonable stability
in the social and industrial en-
vironment, 1t 15 expected that
earmings will show a further 1mm-
provement,” Mr Relly says
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by Matthew Moonieya
Business Editor

-EAST-LONDON —

A fair propor-

tion of the RZ200 million a year
capital investment over the next

- few years by the chemical industry

giant, Sentrachem, is to go into the

East London area.

This was announced
here last might by the
managing director of the
Fedvolks-controlled
company 1n the Sanlam
fold, Mr David Marlow

At a function to mark
the 21st anniversary of
the 1ncorporation - of
Sentrachem, Mr Marlow
sald his board had “a
total commitment to the

area and we are here to
stay” .

Major announcements
would be made soon
about: further invest-
ment — believed to run
into several millions —
1n the company’s ‘Berlin-
based chemical .plant,
Agbro, and the Wilson:a-
based plastics proces-
sing plant, Aega Techni-
cal Mouldings Both
plants represent a total
investment of more than
R40 million.

1

“We are' 'absolutely
committed to this area
and the fine turn-around
we have experienced
will enable us to spend a
fair proportion of the
R200 milhion a year
herg,i’ helsald

In an interview, Mr

1 Marlow predicted that

the company’s 1nvest-
ment 1n the'East London
area could-double over
the next five,years—

“We are impressed
with the fine perform-
ance of East London It

economically and there
are tremendous indus-
trial opportunifies here
in fields such as the mo-
tor 1ndustry as well as
the agricultural field

“There 1s only one
proviso our labour com-
ponent We have had ab-
solute dedication from
our labour force which
has a fine record of com-
mitment to the work
ethic

“But if we are ever
faced with the problems
being experienced at
the city’s major car as-
sembly plant, we will
not hesitate to pack up
and go.”

Mr Johan van der
Walt, who, will succeed
Mr Marlow as managing
director on April 1, re-
iterated the company’s
commitment {o the area
“after having had a peep
into the budget for the

next ' financial vyear
which  starts  next
month”

“We see the whole
economy appearing 1n a
better light There 15
new optimism and a
feeling of buoyancy and
there is no doubt we are
going to continue play-
1ng our part fl;*ghxs area

5 ‘!l-,_;

“We will' scour the
world for new technol-
Ogy as your automofive
1industry here offers us
exciting challenges
which we hope to meet »

has come a long way

See also page 7




Workers in dispute(%3)

NR6GS

Labour Reporter .
A DISPUTE has been declared with Plascon-IPC
over final warnmgs to workers who took.part 1n a

ctrike m February, according to a South African
Chemical Workers Union (Sacwu) spokesman

The spokesman said mediation over the dismiss-
al of six workers who took part in the strike at the
factory in Eppmng faled ths week

He said Sacwu would apply to the Minmster of
Manpower for a conciliation board on both 1ssues

Mr. Peter: White,, managing director of the fac-
tory, confirmed the mediation had failed, but said
he did not know about the dispute being declared
or the intention to apply for a conciliation board

Nine workers 'were. originally”dismissed after
t‘;ihe st{tl'lke, but on appeal*six‘dismissals were con-

rme

After meetings between Sacwu and management
it was agreed that the 1ssue go to mediation

with paint compan
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KEMTRADE /v 3

Local chen stry

Kemtrade, listed in October 1986, has ex-
ceeded forecast earmngs and, though 1t 1s not
one of the shooting stars which predicted
EPS would double, 1ts five-year profit record
shows a company with very solid, steady
growth

Two developments should have a benefi-
cial impact upon Kemtrade’s profits in
future The 1986 purchase of 50% of Cosmo-
pqhtan International (which owns the Mary
King, Tricks and Three Flowers trademarks
and has marketing nights to Anneline Kriel
Perfumery) should have an-iricreasing im-
pact on the bottom hine and the establish-
ment of local manufacturing facilities for a
number of pharmaceutical -sundries will be
very important with the weakening rand

According to financial director Alec. Levy
Kemtrade is also’ begipning to enjoy
higher sales during the quieter pertod at the
beginmng of the financial year since the

Cosmopolitan cosmetic h introduced
F}“l |

Activities: Wholesales toiletries, fragrances
and pharmaceutical sundries

Control: Directors have 80%

Chairman: M S Green, managing director M
Gavshon

Capital structure’ 72m ords of no par value
Market capitahsation A8,4m

Share market. Price 70c Yields 5,3% on
dividend, 12,1% on earnings, PE ratio, 8,2,
cover, 2,3 12-month high, 1/70c, low, 60¢
Trading volume last quarter, 101 Q00 shares
Financial: Year to December 31

‘86 ‘87
Debt
Short term {(Rmi} — _
Long term {Rm) — _
Shareholders’ mterest .65 0,75
Int & leasing cover 4,92 5,05
Performance
‘86 'B7
Return on cap (%) ' 21,6 21,8
Pra-Int profit (Rm) 1,3 1,3
Taxed profit {Rm) 0,64 0,74
Earmings (c) 653 85
Dividends {c) 21 3.7
Net worth (c) 33,2 37,3

Kemtrade into stores and supermarkets,
where demand does not fall as sharply in the
carly part of the year

This accounts for the increase in stocks of
13,7% It is difficult to assess stock turn,
though, as turnover, apparently, remaned
the same. But, according to Levy, a number
of divisions were taken out of Kemtrade and
placed i Cosmopolitan and, as Cosmopoh-
tans income 18 shown under associates, turn-
over from these divisions was not included 1n
the consolidated results.

Kemtrade's tight asset management can
be seen from the decline in debtors, which
fell by<7;5% to R2m, and, at year-end, the
company had net cash of R76 000. Interest
earned more than offset interest costs and
the company earned 2 net R8 000 But Levy
points~out;that overdraft facilities are uti-
hsed at pedk periods Most of the imported
goods, which amount to about 40%-45% of
turnover, ‘are financed with trade credit
through a foreign confirming house.

Kemtrade has also been exporting and

chairman Max Green says that encouraging
orders have been secured, The tax rate has

benefited,: falling to 43% from 50% as a
. result of export allowances o

Though margins have been fairly constant

in the past four to five years, according to

Levy, the falling rand could have an adverse

"effect, “Last time we were able to pass on the,

| increased costs,” he says, “but this time Fi’éa |

u’_f_;J“
r

Kemtrade Holdings soucs Jst GrlphEll

Cants

Apr May Jun Jul Ssp Oct Nov Jan Mar

‘87

may not be able to pass on as much ”

He 15 also fairly cautious about forecasting
EPS for the current year “We expect an
increase and we hope 1t will be 1n real terms,

131

but it is st1ll very early in our year to make an

assessment |
At 70c, the share price has fallen consider-

ably from the peak of 170c reached last
May, though it is up on the January low of
60c. A solid, well-managed company, i

scems very fairly priced at a dividend yjeld of
5,3% Fat Kenney
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Protea Che
with income 19%

Finance Staff

The interim results from chemi-
cals trading and manufacturing
group, Protea Chemicals (Pro-
chem), are on target, with at-
tributable income 19 percent
ahead of the corresponding
i period last year.

Reporting for the six months
to February, the company shows
| a 31 percent rise in turnover to
| R138,1 million, largely as a"re-
i sult of significant increases n
volume.

The fact that the rand
i strengthened and margins came
under pressure because of com-
petitive activity can be seem
{ from the more restrained in-
crease in operating profits

However, executive chairman

Mr Mike Struwig says that the
impact of these adverse factors
were offset to a sigmficant ex-
tent by Prochem’s sound asset
management.

Operating profits climbed by
22 percent to R8,6 million.

After deducting R1,6 million
for finance costs, Prochem’s
pre-tax profit rose by R5,9 mil-
hon to R7 million.

Attributable earnings were up
19 percent to R3,7 million, which
translates into earnings per
share of 8¢, against last year’s
interim figure of 7,2c.

The dividend at the half-way
stage has been raised by 10 per-
cent to 2,75¢ a share.

Mr Struwig says that the
manufacturing division contin-

emicals on t
high

R S R N e g

et ;

$
@
ued to produce improved results

and achieved its budget for the
period The trading division ex-i

= e R

%I‘

ceeded 1ts budget through signif-
1cant volume 1ncreases.

He says that the first half of
the financial year traditionally
generates less than half the
year’s earnings and that the la-i
test results repeat that pattern.

On prospects, Mr Struwig
says that in spite of higher inter-
est rates, it is expected that the
weaker rand, coupled with ac-
tion to maintain margins at an
acceptable level, will result i
earnings per share for the cur-
rent financial year being higher,
than the 18,6c per share

achieved last year,

1
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PROTEA Chemicals shrugged off

competitive pressures and a firm-
er rgnd to i:fcrease faxed profits R86m, 22% up on the comparable

er1od
213;: ﬁ%ﬂfﬁsﬁ?}:’gﬁlﬂ(lﬁ‘iﬁﬂ)agr the P rElxecutwe chairman Mike Struwig

g said 1n a statement that the impact of
Earnings growth was on target, al- Og adverse factors was largely offset by
though an increase n the number o sound asset management

shares in issue restrained the rise — o The first half of Prochem’s finan-

before extraordinary items — to 11%~ cial year traditionally generates less

from 7,2c to 8,0c a share than half the full year’s earmings, said
The interim dividend has been in- «? Struwg, adding that these results are

creased by 10% to 2,75¢ a share (2,5¢  1n line with this pattern

previous interim), which 1s covered § In spite of higher nterest rates, he

I CHERILYN IRETON

2.9 times by earnings expects that the weaker rand, coupled

Turnover was up by 31% to~¢ with positive management action to
R138,1m (R105,6m) thanks to a sigmifi- -, maintain margins at an acceptable
cant merease m volumes but the pres- & level, will result in higher earmings for
sure on margins is demonstrated by  the full year — greater than the 18,6c
the lhimited rise m operating profit to  achieved a year ago
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From a divisional point of view,
Struwig said the manufacturing divi-
sion continues to produce improved
results and has achieved its budget for
the period, while the trading division
has exceeded 1its budget and has
achieved sigmificant volume 1In-
creases

“The recently formed technical
division has exceeded expectations
and 1s making a valuable contribution
to group results”

Struwig notes that Prochem has ac-
mired a 50,5% interest in Products
or Industrial Manufacturing South

Africa (PIM SA) with effect from Sep-
tember 1 “Pun SA 15 a leader 1n the
flavours and perfume essences mar-
ket and will complement the group’s
existing activities in this field This
acquisition has not had a material
effect on either earmngs or net asset

value a share during the period under

review ”’
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Pump price of
diese! - Reef

Fuel Levy

Pump price
76,0c

%““a"ﬁat‘““ ransoort

- Fund Levy

Customs & ‘ differentiai
Excise duty Dealer margin

Landed cost
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Transport O le

Coastal pump price 70 Qc !Whulesale price

Deater margin £,0c Grapme F # KRISCH

Retail diesel price

THE RETAIL price of diesel 1s to drop
by between 5c/I and 6¢/1 from April 1
and will result in benefits to agriculture
of about R22m a year and further sav-
ings for other industrial sectors

ndustry sources said yesterday the
move had not been unexpected in the
light of the announcement by Finance
Minister Barend du Plessis during his
Budget speech

Du Pless:s said the Equalisatton Fund
levy would be increased by a cent a litre
without a selling price adjustment to

f

relieve pressure on the fund by exchange
rate and crude o1l price fluctuations

Yesterday, Delﬂ.lty Economic Affairs
Minister George Bartlett said the diesel
price cut would come about following a
5.5¢/1 cut 1n the wholesale price of pump
diesel, also from April 1

He said previous, two-tiered rebates
to agriculture had been consolidated and
would now become an 18,9¢c/I rebate on
the new wholesale price
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. diesel and 1lluminating -

A EEricultin ¢, Torestry

JOHANNESBURG -
The retail price of die-
gel is to drop by between
5 and 6¢ a litre from Fri-
day and will result 1n ac-
cumulated benefits to
agriculture of R22 mil-
lion a year, and further
savings for other indus-
trial sectors

Industry sources said
yesterday the move had
not been unexpected 1n
the hight of the an-
nouncement by the Min-
ister of Finance, Mr
Barend du Plessis, dur-
ing his Budget speech

Mr Du Plessis said
then the equalisation
fund levy would be 1n-
ereased by lc a litre
without a selling price
adjustment to relieve
the pressure on the fund
by exchange rate and
crude o1l price fluctua-
tions

The Deputy Minister
of Economic Affairs and
Technology, Mr George
Bartlett, said the diesel
price cut would come
about following a 5,5¢/1
cut 1m the wholesale

price of pump diesel
from Friday

He said previous two-
tiered rebates to agri-
culture had been con-
solidated <and would
now become an 18,9¢/]
rebate on ! the new
wholesale price

This net price would
be thé same as the pre-
vious production diesel
prices, but would be an
add1t}’hna1 reduction of
89c/l on agricultural
transport diesel, resuli-
ing in benefits to agri-
culture 1n the Jegion of
1P{ZZIrI‘L ayeal, - '"r"rlﬂ T

.
|+ The 189c/l’reduction
wounld apply .equally ¢

i

‘the :,ﬁ$h£llg#:fuiu1}q_.

T benefit-to%l, ~mall de-
il gree un;transﬁuft COSLS

piming and construc-
tijon 1ndustries would
now get a rebate of
0,5¢/1, which would ef-
fectively 1ncrease their
price of diesel by 0,4¢/1

Users of stationary
machinery would re-
ceive no refund

The prices of petrol,

paraffin would be kept
constant in the near fu-
ture by the.use of the
equalisation fund

See also page 15
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dependent on the agreement of shareholders
and the Competition Board It could have
implications for Gresham, for the wholesale
druggists industry (including the other
major players Adcock Ingram and SA Drug-
gists), and for retail pharmacists

Essentially, the arrangement 1s that the
business of Gresham’s major profit earner,
Pretoria Wholesale Druggists (PWD),
would be sold as a going concern to SAPDC,
in consideration for which Gresham would
receive 80% of the issued share capital of
SAPDC SAPDC 1s a co-operative business
which 18 owned by more than 300 pharma-
cists, and these would retain the remaining
20% of 1ts shares as well as receive R30m
cash

PWD — by far the largest component of
Gresham — has already shown considerable
growth since Premier decided in 1986 to
move 1ts pharmaceutical business nto
Gresham, which was being restructured to

become Premier’s listed wholesaling arm In
the mine months to end-March 1987, PWD

showed turnover of R84,6m on which 1t
made a trading profit of R5,1m

Gresham chairman Gordon Utian says
that PWD’s sales for the 1988 year will be
. around R150m. This, however, remains
smaller than the comparable figure for
SAPDC, which 1s apparently runmng at
about R250m On this basis the enlarged
pharmaceutical operation would have a com-
bined turnover of about R400m, and would
certainly be one of the two largest players mn
1ts market.

Accounts for the year to end-September
1988 showed that Adcock Ingram’s whole-
saling arm E J Adcock had annual turnover
of about R90m Current figures are not yet
published for the Federale’s SA Druggists
(SAD), isted last September, but Utian be-
lieves SAD could have the largest wholesal-
ing operation at present.

PWD’s takeover of SAPDC would elimi-
nate the unconventional company in the n-
dustry, and would whittle major players
down from four to three However, PWD
would still differ from its major competitors
1n that 1ts operations would be concentrated
in the Transvaal PWD has six warehouses,
situated at Pretoria, Johannesburg, Gezina,
Rustenburg, Witbank and Nelspruit It has
moved more vigorously than SAPDC into
rural areas but both are strong 1n Johannes-
burg and Pretoria, and Utian believes the
overlap should offer potential for rational-
1sation Both PWD and SAPDC are mem-
bers of the “Plus” group

He also feels that the combined manage-
ment of PWD should be able to manage the

business better, and the result could be 1m-
proved trading margins, SAPDC has a so-
phisticated computer system, for example In
his 1987 review Utian noted there had been
“fierce competition from other pharmaceuti-
cal distributors,” and that the “increased
competition affected margins ™

Longer term, Gresham plans further ex-

possibility that if we can get this deal tucked

(/ 42) 23 I pansion of PWD “There 1s a very strong
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Gresham’s Utian ... waiting
for Competition Board

under our belts then we could expand geo-

graphically,” says Utian
Financial effects for Gresham would de-

pend on profit potential as well as on funding
arrangements The deal has been made ef-
fective from April 1, but much will depend
on the view taken by the Competition Board
Gresham hopes to have a decision within

three months Until then management 1s
taking no decisions on how to finance the

cash payment At last year-end, the group
was effectively ungeared, holding R1,6m 1
cash and short-term borrowings of
R801 000, against shareholders’ funds of

R36m Since then 1t has expanded 1ts hard-
ware wholesaling business with the purchase
from Boumat of Tool Wholesale Holdings
and Target Greatrex Holdings for R18m
This has lifted debt equity to about 0,43,
so to fund a R30m outlay with borrowings
does not look feasible Nor does a rights 1ssue
look a particularly attractive proposition,
with the share now on a p ¢ of only 6,4 times
— even though Premier has 76% of the
issued shares Other alternatives would be to
raise funds from assets within the group.
This deal, and the acquisitions from Boumat,
focuses Gresham increasingly on its two
major businesses of pharmaceuticals and
hardware and tool wholesaling, with the lat-
ter’s turnover now expanded to some R75m
Among the options must be separate listings
for these two operations later
Andrew MeNulty
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AMIC

Anglo’s expansion of its industrial interests
held 1n Anglo American Industnial Corp
{(Amuc) has been a more low-key affair than
the growth of other conglomerates such as
Barlow Rand, or even Malbak

Unhike most other diversified industnial
groups, Amic made few acquisitions n
recent years when management chose to take
a more ntrospective approach and invest 1n
grassroots projects and modermsation It has
poured funds into the R1bn Mﬂ{ldl pulp mili

Growth frem within

Amic has concentrated on capital-inten-
stve industries which require substantial
investment. Now it is benefiting from
earlier spending.

at Richards Bay, built a second iron plant at
Highveld Steel, nursed the haemorrhaging
Samcor back tnto profits and continued the

D@ (1

expansion of dnlling and exploration com-
pany Boart International

In the four years from 1982 to 1985,
shareholders saw dividends pegged at 180c¢
per share while earnings per share crashed
by 48% from the 663c peak of 1981 By end-
1987, earmings were back up to 663c, the
dividend had been hifted to 225c, total bor-
rowings Including redeemable prefs were
chopped back during the year by R345m and
the major capital projects were coming fully
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on’ stream with
profits

Amic chqlrmah Graham Boustred, who 15
also a deputy chairman of Anglo American,
sces hittle reason to change the basic phtlos-
ophy *“At the moment it scems to be working
OK,"” he says “Our results speak for thems-
selves ™

In uts structure the group must be casily
the most decentralised of SA's industrial
conglomerates The head office team is
small, cssentially comprising Boustred,
Highveld chairman Leshe Boyd, another
Amic director Brian Bullett and a small
admuimstrative staff This does not mean
Amic gets by without other central services
when necessary it calls on the financial, ad-
mimstrative, legal, industrial relatsons and
other resources of 44 Main Street These are
unlikely to come cheaply but would certainly
be less costly than cmploying in-house spe-
clalists

In another sense, however, there 1s a high-
ly centralising force at work 1n Amic Ths
exists largely in the dominant personality of
Boustred, who entered the Anglo group when
it acquired Scaw Metals in the Sixtes
Boustred subsequently served as chairman of
Highveld Steel and remains chairman of
Amcoal, which he built up into SA’s largest
coal producer

Avowedly conservative by temperament,
he professes disdain for growth by “shuffling
paper around™ and says he is happier pursu-
Ing organic growth “We all prefer to do
things we enjoy,” he points out “[ was orgi-
naily trained as a chemust rather than in
management or finance and that's probably
onc reason why | would rather create growth
by internal mvestment ™ -

Amuc’s last major acquisition was the pur-
chase in 1984 of a 20% stake in Ventron,
holding company of Bill Venter's Altron
group After this move into high technology
(1t also holds a direct 7% of Altron and 6% of

Powertech), which filled a conspicuous gap
In the product range, the
group again turned in-
ward, save only for the 33,9
exchange of its original ',

stake 1n Freight Services ‘
for 25% of Rennies dur- 23' iy
ing the Rennies-Safma-

promise of more surging
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Amic’'s Boustred ...
conservative by temperameant

ing the Debincor restructuring in 1982 when
interests such as AECI and Tongaat were
acquired

Some acquisitions have been made by sub-
sidtaries and associates, ncluding AECI,
Haggie and Ventron By and large, however,
management has eschewed an aggressive
chase after acquisitions Boustred says it has
been a deliberate strategy 1o concentrate on
building the major subsidiaries — for prag-
matic reasons as well as temperament

He says candidly that one practical con-
sideration was that the group’s share price
generally had not been at levels to encourage
takeovers by issuing scrip Another, perhaps
more important, constraint was that the in-
ternal projects were soaking up cash and
pushing up borrowings, the Mond: mll, for
example, was started almost a decade ago

Where the earnings came from

Percentage contribution to group equity earnings of R346m
}

rine merger tn 1985, 5 - 24,3

It would, of course, be L?@ = g [':] 1986 1987
idle to argue that acquisi- sl ({208 =
tions have not played a wﬁ ‘#; Al . 181 17,9
big part in the cxpansion | [ 8 & | 5T i (3 TR]16,2
of the group It lists only # g f "I'f“:? -"::—3 U : Y ; §
s1X operating subsidiaries : 'T*’-.- e :} "lera|12,18 E L2 2 §
compared with 12 princi- *E " i}: ':i*:" %:E Cud E 53
pal assoctates and nvest- . § ,f'r 1 IR ; E S g o s
menis (SEE ﬂfﬂﬂ“ﬂﬂl’ﬂl“), 1: E 1: 1" 9} :‘2‘ E 'g ot 5.8 % Eﬂ
and the latter anclude si- 11 R ﬁ}E g -lh= %g s Eg T gld3 40 5, =8
zeable stakes 1n some of |],7g[ 1:3 125]4alB8)iE]s S :.-:'g 1 12,0
SA's biggest industrial i N 73 EE 1 EA] B R s b3

companies But a number
of the associates were
shifted into Amic from
elsewhere 1n the Anglo
group, particularly dur-

and expenditure was building up ra prdly dur.
ing the carly Eightics when the cLonomy
turned downwards

Now some benefits are being reaped
From 1985 to 1987, Mondi's attrnibutable
carnings jumped from Rl 1o R9Sm, hph-
veld's rose from R4l to R57m, and Boart's
from R35m to R63m In the associates, most
performances were improving — particular-
ly at AECH, the biggest single contributor to
cquity-accounted earmngs Heavy capital
spending and export allowances helped to
keep group tax payments down — the rate
was 30% last year — and gross cash flow rose
by 32% or R152m to R634m although group
turnover was up by only 137%

This not only contributed to last year's
28% carnings advance, but also to a stronger
balance sheet With debt down from the
ycar-2go R993m to R535m, gearing on gross
borrowings was reduced 1o 0,47 from 0,71,

while cash balances stood at Rl146m
(R150m) ]
Apart {rom the riing cash inflow,

Boustred says that both Mond) and High-
veld, the major borrowers, have put “tremen-
dous efforts” into asset management and
containment of capital expenditure so as to
get debt down In addition, the group raised
R113m 1n cquity funds last year when hold-
crs of 2,5m opuons excrcised rights to sub-
scribe for new Amic ords at R45 a share
This was used to repay debt in Mond; and
Highveld after 1ssue of preference shares
Exposure to foreign exchange losses has
cnded. In 1985, there were deferred ex-
change losses of R48m to be amortised over
the remaining lives of the relevant long-term
loans Wnite-offs were actually accelerated

and a2 R31m loss was realised 1n 1986, fol- |

lowed by a RI4m write-back fast year, al
year-end there were no uncovered foreign
loans

The interest bill was slashed by R24m 1o
R40m last year but could nse again because

of higher rates. Boustred says that this year

borrowings are expected
1o remain around present
levels or [all only shghtly
lower, as capiial spending
will continue He stresses
that the group s largely
involved in capital-inten-
sive tndustries, where
heavy investment in mod-
ermisation and  techno-
fugy 15 essential to attain
quality and capacity re-
quirements

With the pulp mll on
strcam, Monds s hikely to
make “quite sigmificant”
investinents i other op-
erations, particularly n
the board null division
“We really have to do
something about the out-
put and quality of
board,” Boustred says
“There 15 a shortage of
board and the quality of

tw Tecincal engineanng
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the product manufactured 1n ths

i —

Squeeze on the gold mines Cutbacks

country 15 not up to the Jatest Interna- In the mining industry’s expendityre
tionai standards ” Operating subsidiares ; Principal associates ang would be adverse for groups like
Highveld has had no major capital ‘nvestments Boart, but Boart, like other fellow sub-
Programme since 1ts second iron plant, (¢]Boart Internatronal 100%! =4 AECT sidiaries Highveld and Mondi, 1s ac-
officially opened 1 February 1987 4 =] —?ll e tive 1n world markets and would bene-
Other projects are now being consid- Control Logre 98,8% - = Altron fit from rand weakness The
ered, but until a decision IS }takﬂn poli- |~ :i. 2[ : - worldwide boom 1n gold prospecting
€y remains 1o keep a tight remq on di | g and exploration has helned boost
¢apex and reduce debt further Scaw [jrdnveld Steo! 51.69/6? - %Haggm — % Boart’s pprﬂﬁts, but 1n wewl::af the un-
Metais 15 busy with 2 R50m sponge certain gold price and world economys,
TOn Project, and Boart International {|Mondi Paper  6z,8% - _g:::jearn;trg{z;l 31,2% manﬂgei'lentpsays it may be dlfﬁcu:}(t
will remain 2 substantial spender ) T ZL D for Boart to repeat the 1987 results in
Some of the associates have large [|NTE 63,7% B " 50%| real terms
capital pProgrammes, particularly 4 ﬂ O~ T Currency fluctuations could also be
AECI As the associates are equity iScaw Metals 100955 a7 Pre important for motor manufacturer
accounted this will not affect Amyc’s LA i 3% Samcor, which 15 now contributing a
balance sheet But, Boustred points N profit Boustred says that economic
out, the group has to keep considering Eé'@ﬂﬂcmhv 24,6% activity will remain vital for the com.
the possibility of an AEC] rights 1ssye G : ——{_ pany and the rand /yen rate will have
which may be necessary to support 1ts I“OI.Ip == Powertech 6%( to be watched A more Important con-
mooted synfuel venture — 1f and when investments % . — tributor this year should he Tongaat,
this goes ahead Ty — 26%| 1nvolved in food, building materiajs
Dwidend cover was increased thys _._absorbing e r—— —~" and textiles, which should show fur.
year, rising to 2,9 times from the low g I Py 199 ther recovery off 1ts low base
of 1,8 mn 1984 But thys remains low capital - s s Mondi should keep growing at oper-
compared with historical levels which N atmg level, but 1t s budgeting for
were as high as 4,0 in the carly Eight- ZLT”"gaat 23,4% unchanged earnings this year owing to
les, and Boustred says 1t conld easily | N—— rising deferred taxation Mond; coyld
go higher, apart from capital spend- "wt;_,,q‘d\femrﬂn 20%| also be affected th1s year by the new
Mg, costs remain under pressure from S T ERE T mmmum tax on companies — ag
inflation and currency fluctuations have (16,1%). A further 14,5% came from High- | conid Amic as a whole — apd management

Squeezed mternational margins,

Even though Mmanagement 1s keeping an
CYC On rising interest rates and the possibility
of another slowdown In the economy, there 15
Iittle sign vet that carnings will run out of
steam soon “None of oyr companies 1s on a
Plateau,” says Boustred Benef'ts from the
recent projects will continue, there should be
further gains from growth 1n the cconomy,
and the investments being planned at present
should help towards a new growth phase
later Despite the large spread of Interests,
the efficacy of Previous internal 1nvestment
Is clear More than 75% of 1987 equity
carmngs of R346m was derrved from four
companies, of which three are subsidiaries
AECI (24,3% of the carmngs), Boart
(18,1%), Mondi (17,3%) and Scaw Metals

veld (8,5%) and Tongaat-Hulett (6%)

The buik of the subsidiaries and 1nvest-
ments are dependent mainly on either fixed
Investment 1n the Jocal cconomy or are ex-
porters which rely on activ; ty 1n foreign mar-
kets — the key economic indica tors to watch
Even so, many of the products manufactured
by group companies do end up i consumer
markets — including  structyral timber,
from Mond,, steel for

from Tongaat
With the goid mimng idustry ap impor-

tant customer for Amic’s ma Jor contributors,
there 1s

reason for concern about the cost

1§ currently assessing the implications for
cash flow and the financial structure, which
could need adjustments

Overall, growth should continue for some
lime and the conservative approach of organ-
1€ €Xpansion could stay in place But i would
be a mistake to assume that Anglo’s industri-
al group will abstamn from other forms of
growth indefinitely It now has greater finan-
cal flextbiity to make acquisitions And
Amic s currently assessing directions
Boustred says that a high-level committee
has been formed —— COMPrising executives
from Amic and Anglo and in¢cluding special-
1st personnel — to identify opportunities for
Investment, with the emphasss on changing
technologtes
Andrew McNuly
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resent prices the company
hot recelving a suitable're.
turn on investments This
will affect investment sched-
uled for the 1990s, A polyeth.”
lene plant would cost aboyt
¢50-million at today’s of Plastics
prices, :
& Igglinsgtsi thaththe EeAe price fiet
yétnylene has heen be- cOm ven ot
low the increase in the infla. teriali'e" a4
I".-.--__"q'-'——-_“--_ﬁ

Plastic rds

PLASTIC producers
"are fuming about the
'rocketing price of raw
materials, but bulk
‘supplier AECI says the
36,8% 1ncrease 1n the
‘past seven months 1s
justified

' The higher price of low-
density polyethylene charged
by AECI has reaped the com-
pany additional imcome of

e By Don Robertson
‘&

June

converters

g world

an—dens?ty polyethylene
(LDPE) prices were raised
by R155 a ton n August last
- Eear, by R335 a ton it Decem-
er and by R315 this week
The price of linear low-densi-
ty pulzrethlyene (LLDPE)
ed by R215 a ton on

I from Frida

was lif
Friday

AEC] supplies plastic con-

R16-million since August
Another Ril-rmlhon 18 ex-
pected in the three months to

Safripol, which produces
high-density polyethylene
HDPE has also raised prices,
adding to the costs of plastic

~ Three times

, fiesponding to sharply ris-
rices of
lyene, AECI has “taken the
opportunity” to lift its price

ree times from R2 240 a ton
in September to R3 065 a ton

olyeth-

world increases in the price
of polyethylene SA plastic
producers, howeser, say that
the ethylene made by Sasol
and used to make polyethyl-
ene 18 a by-product of coal
and should not be subject to
international factors

Bill Naude, executive di-
rector of the Plastics Feder-
ation, says ethylene and po-
lyethelene producers “have
to take what opportunities
they have to maximise re-
turns The federation repre-
sents polyethylene and ethyl-
eéne producers as well as
converters ”

The price rise will he a
blow to plastic manufactur-
ers and some could he forced
to close

Assistance

Trevor Evans, chairman of
the Association of Plastic
Producers of SA (APPSA),

worth R3,5-billion and em-
ploys 34 000 people
Terry Bates, director of
‘I:IHSHES at AECI's Chlor-Al-
all & Plastics, says that al-
though the price of polyethyl-
€ne 13 based on an import
arity factor, it is currently
elow this level
Import contro] on polyeth-
ylene was abandoned 1n Jan-
uary at the request of the
plastics mdustry It now car-
rtes only a 10% smport tariff
Mr Bates says AECI has to
import about 35 000 tons of
polyethylene at prices which
rose from about $530 a ton at
the end of 1986 to about §1 380
at present
AECI has had to finance
the cost of imports by about
R200 a ton, resuliing in a loss,
at present prices, of about
R7-million over the year
The cost of ethylene has
also been raised three times
over the same time, and SA
preduction costs have also

has protested at the rise
It%rlgeﬁ‘s anﬂtabgﬂtﬂgg ﬂf,%"fnﬁg the price of ethylene pro- gone up
of LLDPE annually, mainly duced by Sasol He blames Mr Bates says the higher

for the manufacture of plas-
tic products. Sapripol sup-
Ellli)es about 95000 tons of

PE.

By-product

Producers of plastic pro-
ducts believe they will be un-

able to pass on the shar

price increases of their feed-
stock They fear that plastic
will be replaced by glass, tin

this increase on the higher
price of polyethylene

“The size of the increase
will certainly affect the com-
petitiveness of plastics
against traditional materials
in some areas and if this
trend continues, which ap-
Jpears likely in the next nine
months, some converters
could go to the wall”

APPSA has asked the Dep-
uty Minister of Economic Af-

ethylene price 1s not the only
reason for costlier polyethyl-
ene

AECT’s new LLDPE plant
has run at a loss since 1t was
established and the company

15 ogtlmlsing profits while it
is ahle to

“We do not necessarily
have to price at lower than
the imported level If we did
not lift our prices we would
have to subsi%ise customers

and paper. fairs and Technology, Theo Bates says that even at
AECI concedes that 1t js  Alant, for assistance
charging more because of the The converting industry is [1To Pape 3
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AECI

G

Activities" SA’s largest chemicals group Main
operating divisions are chlor-alkal & plastics,
explosives & chermucals, polymer derivatives,
and other trading activities Owns 58% of
chemical services

Control: Amic owns 40%, ICI owns 38% and
SA Mutual owns 5%

Chairman G W H Relly, managing director
M A Sander

Capital structure 754,7m ords of R1 each
and 3m 5,5% cum prefs of R2 Market caprtal-
isation R1,4 bn

Share market: Price 930c Yields 7,1% on
dividend, 14,8% on earnings, PE ratio, 6,7,
cover, 2,1 12-month high, 1 825¢, low, 850¢
Trading volume last quarter, 1,4m shares

Financial Year to December 31
‘B4 '85 'B6 ‘87
Debt
Short-tarm {Rm) 124 g2 105 178
Long-term {Rm} 422 B3b 378 347
Debt equity ratio ces 074 046 0,47
Shareholders’ interast 0,46 043 0,47 0,46
Int & leasing covar 3,3 3.4 6.3 7.3
Debt cover 046 (038 066 0,69
Performance
‘a4 ‘85 ‘86 ‘87
Return on cap (%) 123 128 162 156}
Turnover {(Rm} 2017 2340 2819 3276
Pre-int profit {Rm) 235 263 392 425
Pre-nt margin (%) 11,0 106 11,8 11,3
Taxed profit {Rmj) 112 114 180 219
Earnings (c) 12,4 74 113 138
Dividends {c) 56 55 60 66
Net worth {c) 511 530 bB2 651

In the 1986 year, when earnings per share
rose by 53%, AECI showed how sensitive
profits can be to improvements 1n economic
activity and sales volumes Last year, the
group showed vulnerability to setbacks in the
mimng 1ndustry, where activity was ham-
pered by the strike on the gold mines This,
and lower agricultural activity, adversely af-
fected performance in the second half, with
the result that earmings for the year rose by
22% while the dividend was lifted by 10%

These difficulties may turn out to be short-
lived, although another strike cannot be
ruled out and the economic upswing 18 again
looking hesitant But profit growth should
still be achieved for some time n various
sectors of the group This would be helped
partly by activity in some sectors of the
economy, expansions or upratings coming on
stream 1n the group and, probably, a tighter
grip taken on problem areas such as the
fertiliser operation

A weaker rand this year may also contrib-
ute to easing of pressure on margins Last
year, the currency’s relative strength, par-
ticularly against the US dollar, led to n-
creased competition from imports

Meanwhile, capital expenditure has in-
creased and could remaimn high for some

v - wT - s b - - el -

Expenditure rising

years 1f other proposed projects go ahead
MD Mike Sander notes spending on fixed
assets rose from R127m 1n 1986 to R219m
Major 1tems included purchase of the Pot-
chefstroom fertiliser operation and uprating

of the chlor-alkali and PVC capacity of
Coalplex

Mixed performances

After the second-half slowdown, gross
cash flow rose by R47m or 14,8% to R364m,
shightly slower than the 16% turnover ad-
vance With the increased rate of spending,
borrowings turned upwards again after fall-
ing steeply in 1986, but at year-end, debt

equity on net borrowings was roughly un-
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AECI's Sander . . .
going into hiotechnology

.4

changed at 0,47 Total debt was R525m
(R483m) while cash and liquid deposits

dropped to R13m (R43m)

The group trading margin weakened
slightly on mixed performances in the main
trading divisions (see table) Hardest hit was

the largest contnibutor, explosives and
chemicals, whose trading margin was

AECI'S DIVISIONS

1986 1987

Chtor-Alkah & Plastics

Turnover (Rrm) 769 868

Net trading income {Rm]) 58 12b
Explosives & Chemicals

Turnover (Rm} 743 780
Net trading income {Rm) 176 130
Polymer Dernvatives

Turnover {(Rm) 614 B9%

Net trading income (Rmj} 556 74

Other Trading
Turnover {Rm)
Net trading income (Rm)

929
40

703
44

slashed from the normally high 24% to 17%
As well as the gold miming strike, consump-
tion of explosives and accessories 1n coal
mining was lower, 1n line with reduced activ-
ity i that sector

Apart from the explosives, however, de-
mand for nitrogenous fertiliser again de-
clined and prices remained depressed Sand-
er says that with nitrogen prices depressed
locally and internationally, 1t became uneco-
nomic to operate the No 2 ammonia plant,
which was closed The newer No 4 plant has
been progressively upgraded as 1ts replace-
ment Sales of industrial chemicals, which
are linked to economic activity, remained
strong but the market 1s expected to stay
highly competitive, 1988 profits from these
products are unhkely to show matenal
change

Margins also fell, from 6% to 4%, in the
division known as other trading activities,
which include Kynoch Fertiiser Fertihser
trading conditions have stabilised but, while
prospects for farm production appear to be
improving, benefits for the agricultural 1in-
dustry from the better weather patterns are
not expected to be immediately apparent

Best-performing division was chlor-alkali
and plastics, whose margin jumped from 8%
to 14% and whose trading income more than
doubled The strengthenming economy contin-
ued to sustain buoyant demand for commod-
1ty chemicals, particularly in the mumng and
pulp and paper industnes Since the end of
the miners’ strike, demand has been particu-
larly strong for cyanide solutions and investi-

gations have shown that further uprating of
capacity could be commissioned early in
1989 Uprating of Coaplex, which Sander
says 1s a particularly cost-effective expan-
sion, 1s for completion 1n 1988

In the plastics business, sales of polyvinyl
chloride were at record levels, meeting de-
mand 7% above the 1986 level Quantities
were purchased throughout the year to main-
taimn supply to key export markets ahead of
the increased capacity from the Coaplex
uprating Sander says the local market 1s
expected to grow further in 1988, though ata
slower rate

Local demand for low-density polyethyl-
ene (LDPE) and linear low-density polyeth-
ylene (LLDPE) again exceeded expecta-
tions Growth was evident 1n all sectors,
particularly packaging apphcations The
South African polyethylene market now ex-
ceeds local feedstock capacity and more than
25000 t of LDPE and LL.DPE were import-
ed Notwithstanding shortages, Sander says,
the LDPE plant operated at fuill capacity
and the LLDPE plant at the highest levels
yet achieved 'If'he LDPE plant was success-
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fully uprated by 5 000 t/year

Gamns were also achieved 1n the polymer
derivatives division, where trading margins
rose from 9% to 11% Capacity utihsation at
SA Nylon Spinners (SANS) was ugh and
trading profits were also boosted by new
capacity and productivity 1mprovements
SANS’ prospects are sensitive to the rand,
which influences levels of fabric imports and
profitabihity of exports. Further profit
growth should be achievable this year Pros-
pects are simtlar for the convertors opera-
tion,

There have also been signmificant strategic
developments Little further progress is re-
ported with the long-awaited methanol syn-
fuel project, except that Sander says 1t 1s
hoped discussions with government will
reach a satisfactory conclusion *“in the near
future.” However, 1n December the board
approved n principle participation in the
Botswana soda ash project, subject to agree-
ment between the group and the Botswana
government and structuring of an acceptable
financing package While AECI will be re-
sponsible for management, its direct 1nvest-
ment 15 expected to be not more than
R100m

Other new projects include increased poly-
ester yarn capacity at SANS Bellville, com-
mussioning of more decentralised explosives
production facilities and formation of a re-
search group to lead the thrust into biotech-
nology The biotechnology effort will be fo-
cused mitially on production of animal feed
additives but will be broadened to include
development of processes to convert local
raw materals into a wide range of speciality
chemicals

With capacity utilisations generally high,
expansions taking effect and the rand mov-
ing .n AECT’s favour, earnings growth could
pick up agamn this year — but much could
depend on industral relations 1n the mining
industry The need for continued expendi-
ture, inflation and rising interest rates may
mean further increases in the dividend cover,
so another dividend increase of around 10%
— 15% may be the best that could be expect-

ed this year, Andrew MeNuity
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PHARMACEUTICALS

Drugs headache

Some of SA’s best-known medical prepara-
tions may be affected by the latest disinvest-
ment move {rom the US

Sterhing Drug, which produces Panado,
Beserol and Andrew’s Liver Salts, plans to
be out of SA within four months The US
company was recently bought by Kodak,
which last year both closed 1ts South Afnican
operation and announced 1ts products wouid
no longer be available locally

Sterling's New York head office says the
company will withdraw from SA by the end
of August and *‘no other unit 1n the group
will have dealings in SA ™

Local drug manufacturers say the indus-
try is not surprised at Sterling’s move, given
Kodak’s hardline attitude.

i1 15 uncertain what will become of Sterl-
ing’s products Apart from 1ts medical prep-
arations, 1t also produces supermarket-shelf
goods like Wet Ones 11SSU€S Until now, it
has been penerally accepted that foreign
compames would not withdraw medical pro-
ducts from the South African market But
Sterling refuses to comment on what will be
available after August

However, the FM understands leading
local pharmaceutical companies have been
sent documents by Sterling with 2 view 10
acquisition Industry officials say possible
buyers wiil probably include Federale's
South African Druggists, Premier's Twin
Pharmaceuticals and Tiger Oats’ Adcock-
Ingram

Twins MD Abe Krok says “We are very
acquisitive and believe Sterling Drug 1s very
sound Its modern factory would be an asset
to an expanding company It may be another
1 Q00 years before Twins will have an oppor-
tunity to acquire internationally-known
brand names from companies that are leav-
ing for political reasons ™

Sterling Drug employs 300 people 1n SA
and owns a recently modernised plant n
Mobens, Natal About two-thirds of Sterling
products are supermarket-ﬂnenlalcd

Amertcan Chamber of Commerce CE
Adrian Botha says the decision 1s to be re-
gretted ‘“To some extent, when an American
company pulls out, it encourages others to do
the same ™ ]
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| HOME-grown pharma-
: ['ceutical group Noris-
f| tan Holdings has cho-
E(SeD a good time to
‘come fo the market,

. _Alongside the tEne:sntle reviy-
e | alof interest 1n

e |15 considerable interest in the

-

-

tor as multinationals pull out
and SA's tafo industrial
‘Eroups jockey to fill the gap
®{ ' The latest multinationa] to
Serve nofice of 1its departure
% | Is America’s Sterling Drug,
whose Natal-based operation
1S being examined by Feder-
ale’s SA Druggists, Premjer's
Twin Pharmaceuncals, T1-
ger Oats’ Adcock-Ingram and
newcomer Malbak
Noristan 15 offering 5.8-
million shares at 105¢ 1n 2
rivate glacmg before seek-
g a4 Disting on the main
board’s Pharmaceutical apd
medical sector The offer
Opened on March 18 angd will
close on Apri) 12
*Chalrman Hugo Snyckers

Noristan
| 1N the p L'l

. I HERG

Says demand for shares ex-
the number available

Sage Group has taken up 3-
million and has agreed to unp-
derwrite the balance of the

offer The balance has been

offered to doctors, pharma-
cists, existing shareholderg

and some institutions,

The Company was estah.
lished by Dr Snyckers’ father
Hans in 1953 ang the allied
g:ufessiuns and Nefic came

as shareholders when 1t
was retructured m 1974, The
family holds abouyt 0%,
which will he diluted to 0%,
after the listing of 42-miilion
shares

The shares, due to be listed
in May, could come {o fhe
market for ahoyt 120¢, a pre-
mm of 14%, S8YS sponsor-

mﬁtnckbruker Max Pollak
" Noriante
0 expects earnin

in the year to m 30 g_s
million, or 14.8¢ 5 share, Ttis
would give a PR of 7,1 and an
earnings yield of 141% A
dividend of 2,9¢ 15° forecast
for the current year

P

e 30 of R5.5"




ma—

TIB s
US oil firm’ss

threat to sue®

from SIMON BARBER

WASHINGTON — The
Mobil Qi1 Corporation
threatened . yesterday
that 1f the total disin-
vestment legislation
now: being considered
by the House of Rep-
resentatives was en-
acted, the company
would be constitution-
ally entitled to demand
reparations from the
United States govern-
ment for the loss of its
South African invest-
ment,

The warning came 1n a
sternly-worded state-
ment submitted to the
| House sub-committee on
minerals and resources
which was holding hear-
Ings on a bhill to force all
foreign o1l concerns out
{ of South Africa.

Democratic leaders in
the House have agreed
to adopt the measure,
authored by Congress-
nran Bob Wise of West
Virginia as part of Con-
gressman Ron Dellums’
' sweeping Disinvestment
and Trade Embargo Bill

“After careful re-
view,” the statement
read, “Mobil's lawyers
have concluded that, 1f
enacted, both proposals
should be held by the
courts to violate the
Fifth Amendment {o the
United States constitut-
1on which provides that
property shall not ‘be
taken for public use
without just compensa-
tion’,”

The company charged
that 1ts forced departure
would lead, *“as Con-
gress knows”, to the vir-
tual expropriation of its
South African nvest-
ments, valued yesterday

by Congressman Wise at
$420 milhon.

“Mobil will not be
able to sell 1its South
African property at any-
thing approaching a fair
price Retaliatory aec-
tions by the South Afri-
can Government,
through foreign ex-
change controls or
otherwise, may further
frustrate Mobil’s ability

to recewve fair compen-
sation.”

Citing detailed case
law, the company rioted
that the Supreme Court
had recently ruled that
“if property, previously
held tawfully by a pri-
vate person, 1s rendered
essentially valueless by
state or federal legis-
lation, the person has
suffered a compensable
loss under the Fifth
Amendment.”

The Wise bill also
calls for non-United
States companies 1n-
volved in the South Afr-
can o1l business to be
pumtively denied fed-
eral oil, coal and gas

leases unless they too
disinvest,

{Congressman Wise
comes from mining-de-
pendent West Virgima

and, as Congressman
Richard Cheney, a
Wyoming Republican,

pointed out, his propo-
sal 1s so drafted that for-
eign f{irms’ 1nvestment
in his own state's coal
operations would not be
penalised.

“l1 have a distinct 1m-
pression that you want
to make a moral state-
ment with my coal but
not with your coal,” Con-
gressman Cheney said
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JOHANNESBURG., —
More stable prices in the
fertiliser ndustry con-
trbuted to Ominia Hold-
1ngs 204% surge in earn-
mngs a share to 25,46¢ for
the year to December
and the resumption of
dividend payments for
the first time since 1983
A dividend of 5¢ a
share has been declared
and directors anticipate
a further dividend in-
crease in the current
vyear depending on
weather conditions and
providing reasonably
stable market conditions
prevail
In spite of a fall 1n di-
rect fertilizer sales 1n
line with reduced de-
mand — the fertilizer
market fell by 11% last
year — turnover grew
11.4% to R181m as non-
fertilizer sales, exports
and sales to bulk blend-
ers increased.
Operating 1ncome rose
60% to R16,7m with mar-
gins 1mproving strongly
from 6,4% to 9,2%, large-
ly as a result of diversifi-
cation into higher added
value products and 1n-
creased capacity
Lower financing
charges saw pre-tax
profits soar 233% {o
R10,9m No tax was pay-
able and distributable
income rose 209% to
R11,9m, boosted by a
R972 000 extraordinary
item which relates to
foreign exehange profits
on redeemable prefer-
ence shares.
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FERTILISERS

The fertiliser industry 1s about to face real-
1ty

Reluctantly accepting the market 15 not
going to recover to the levels they had hoped,
companies are preparing to rationalise

Instead, of keeping unused plant in moth-
balls, they are taking steps to shut 1t down for
good

Says Kynoch MD John Skeen “Mothball-
mg is no longer enough Some plants will
have to be closed outright Ration-
alisation so far has been on an ad
hoc basis and hasn’t been a long-
term survival plan L

“If a smaller capacity had tobe '
serviced, umit costs would come
down to the benefit of the industry
and the farming commumty ” [

The industry 1s currently operat-
ing at half-capacity Capable of
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Biting the bullet

Apart from sending most manufacturers into
the red, the recession has cost thousands of
jobs

Since 1985, more than 20% of the indus-
try’s workers have been laid off

South African fertiliser plants have a book
value of R1,2bn, of which a quarter could be

demolished or sold off But the market for

Gap too wide

Loyt

R I o U (R N B A Loyt
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it will be lucky to sell 2 Mt thas

year

Of the 4 Mt capacity, 1 Mt 1s currently
mothballed In the peak years of the early
Eighties, demand of 3,3 Mt was confidently
expected to show steady growth

Fertiliser Society director Hilmar Venter
says “Sales of 4 Mt, even if there 1s a revival
1n exports, are almost inconceivable this cen-
tury Many mothballed piants will never
operate again ”’

A Sasol spokesman says “We foresee the
majority of fertiliser companies being profit-
able 1n the next 12 months due to the closure
of production facilities and the reduction of
operating expenses.”

The market is domnated by four com-
pames — AECI’s Kynoch, Sentrachem’s
Fedmis, Sasol Fertilisers and Omma There
used to be more, the most recent casualty
being Triomf last year

The prolonged drought has reduced ferti-
liser demand to a fraction of what 1t was

producing 4 Mt of fertiliser a year, L@) ;
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second-hand fertiliser plants 1s hmited, espe-
cially for plants, like the Sasolburg granula-
tion plant, more than 25 years old Red
China has shown some interest but the cost
of transporting and re-erecting a plant often
doesn’t justify the expense A plan to move a
plant to Malaw1 was abandoned as 1t was
cheaper to buy a brand new factory Certain-

ly, the industry 1s unhkely to sell its most
modern capacity

Better crop conditions of recent months
have encouraged farmers to start rebuilding
fertiliser stocks, but 1t 158 now acknowledged
that too much marginal land was under crop
S0 even If there 1s a recovery 1n agriculture, a
return to the demand levels of the early

278

Eighties 15 unlikely
Sasol estimates the potential South Afri-
can market for fertilisers to be between |

2,5 Mt and 3 Mt
However, Venter warms a refurn to

around 2,75 Mt may take a number of years !
due to the inherent weakness of the agricul-
tural sector |
A further brake on sales 1s
the land diversification pro-
gramme, under which 1m ha of
tand, out of 6m ha used for
cash crops in the summer
rainfall area, will be di-
verted to pasture
But according to Venter, acreage
reduction programmes haven’t had

v, a great impact on fertihiser sales over-
seas ‘““The remaining land was more

: 4 heavily fertihsed and a fair amount of

fertiliser 1s still used on the pastoral

There 1s considerable pressure from far-
mers to allow more overseas competition and
to allow cheaper Eastern European fertiliser
into the country But Skeen says the local
industry has a rnight to demand protection
“This kind of protection 1s common through- ’
out the US and the EEC”

Moreover, the industry claims prices
aren’t as high as farmei. make out

Fertiliser Society chairman J C von Solms
says net prices at the factory gate have
increased by 10,7% a year since 1981, com-
pared to an average CPI increase of 14,7% B
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By Ann Crotty b,

Tiger Oats’ pharmaceutical subsidiary, Adcock-In-
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