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INDUSTRY

By DEREK TOMMEY
Financial Editor

DEPUTY Mmnster of Finance Mr
Kent Durr let the motor industry
know that 1t had to find its own
solutions for 1ts problems when he
addressed the National Automo-
bile Dealers Association in Pre-
toria yesterday

However, he assured them that
the Government attached the
greatest importance to the promo-
tion of sustained growth and the
maintenance of stability in this
sector of the economy

Nonetheless, 1t does seem that
the industry’s appeal, launched a
few days ago, for help in the way
of a cut m general sales tax on
car and a more gentle phasing mn
of the “perks” tax in order to stop
It contracting further has proba-
bly falien on extremely barren
ground

For far from being concerned
about the recent amalgamations
in the industry, Mr Durr said this
was In line with Government
policy

For a number of reasons, 1n-
cluding the limted size of the do-
mestic market, the huge invest-
ment in the motor industry, the
rapld escalation 1n the cost of

—_——— —_—

tooling,” and the recent recession,
attention had agamn been focused
on further rationalisation within
the industry, he said

“This should lead to greater
standardisation which 1n turn im-
plies greater economies of scale,
or put differently, lower costs a
umt ”

However, 1t was a painful oper-
ation and the recent restructurmng
had caused retrenchments
throughout the industry

Mr Durr said the industry had
attracted criticism, in particular
that there were too many mahu-
facturers and too many models
for the country’s relatively small
market

“For so capital imntensive an in-
dustry economic considerations
are naturally decisive, and devel-
opments 1 the industry are best
left largely to market
mechanisms

“The recent amalgamations
within, or withdrawals from, the
Industry, which saw the number of
manufacturers decline to eight,
corrohorate this

“This approach 1s also entirely
In line with the avowed policy of
the Government to encourage a

more market-related industry,”
Mr Durr said

“Intervention by the Govern-
ment 1n the private sector, howev-
er, benign, should be kept to a
minimum and direct controls
should be avoided as far as
possible ”

He said the Board of Trade and
Industries had completed ifs n-,
vestigation into the possibility of a:

local manufacturing programme
for heavy comercial vehicles and,

a decision on 1ts recummendaﬁonq?
would be taken soon

Mr Durr added that some of f[tl{e’
principles established by this 'm-
vestigation could be used to ad-
vantage 1n a programme for cars
and light delivery vehicles

Conditions had been difficult for

the motor trade last year with |

new vehicle sales falling almost
25 percent to 305 327 umts — the
lowest figure for seven years -

Fortunately, this was not the

whole story since retailers of mo-
tor vehicles and accessories man-
aged to increase their revenue by
14,7 percent following increased
used vehicle sales and a substan-
tial rise 1n workshop revenues

-—
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i mining ang agricultural sectors, but
that it did help in the fight againat in.
ti

:
¢ business could ever ap.
i ticipate or budget for.

Speaking to The Star, Toyota South
5 MD Mr Colin Adeock said the
}

When the rand Plunged to 34 cepts
there was no way the company coyld
trade prufitab;y Or recover costs

The position how was that with the
rand trading dhove 45 cents CKD con-
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on wheels in about three months time,
This meant that if the rand contin-
ued to hold at or move above present
levels, the prospects for the second half
of this year began to look much more
reasonable,
Price increases thjs yvear were at
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against exports from the'’

and Cape Town, but there was no rea-
Son why this could not pe €xpanded sig-
nificantly elsewhere, particularly « if

certam existing restrictive legisiation
was removed ]

The Company had
cess of Introducing
Tange of medium-sizeq passenger ve-
hicls to its dealers and the media ths
month,

The Company was convineed the new
range would be even mora Successful
than the old Cressida range,

second half.

Whatever final dividena is fmally de-
cided on there is no doubt that the in-
stitutions wy] remain strong stip-
porters of the company’s stock, b

There is Iittle prospect of it being
knocked off its perch as the country’s
leading motor manufacturer, and the
trading outlook from June onwards )s
looking better and better every day.?
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be seen by looking at the depreci-
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| uslvessally pessimistlcs with &

\{ y ¢, 4
further decrease on last year’s
depressed levels anticipated. No
algnificant upturn is expected for
gt least snather three years, and
even theg it s expeeted to be
modest,

Manufacturers will have to
| Feacket “of ‘betwees 5500 ‘and
market © een an
11500 units for the foreseeable Lo T making any new
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dries up “When interest rates
were low, it was not such a prob-

ATEST industry figures — U ®
showing truck sales in HEAVY COMMERCIAL ﬁ »H _Hv atlon allowance as a percentage
their 1 of total Gross Domestic Invest-
Esress | wenee- g [£°s st1ll ver v\.%\ ot B o e g
v . lem,” Ema Leyland marketing di-
r

— reinforce the pessimism of QWC,V 970/74, it rose dramatically to m
en Parr. “But now fleet \_

vehicle manufacturers that the 81% in 1985
heavy commercial sector is in H H As flest owners’ efficiencies in-
{ o) \ A T
owners realise they do not tave :
to purchase & new fleet every | .
— — — time they get a big contract. They ; |
I (@&5) i mes _
2 and can ro-
. (=% y
| - ﬂmwnﬁ

for a miserable time, crease, the rate of also
ductivity substan
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\ fast 's sal uld
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| * Jaouary’s sales, manufactur~ ALAN RUDDOCK/Industry Reporter " March would have a damaging

/| ers say, were in part affected by effect on all segments of the in-
R MM E_mw _.mEnEE which caused nﬁﬁmuﬂmh_ﬁnﬁ_ﬂgmwﬁ E_“wr% = ,,
collapse in passenger €ar . .,o.tins in the over-7500kg mobile Manufacturers of SA  collapse, last yrar's high interest S9000 Vel v owever, he says it is no longer _
ks P e P mavker i Meroedeshens e (Naama)doctor Neo Vormen o4 he oo fllng 0t oy ST e e e st oy
. _-|end of last year The average l " 02 conSumer demand — uave The heavy vehicle marketisa | |
L | e B S e Sreiretnhnl® GRS e Delgnoiay Solgbpiebis | |
C | bt et e ncresses fuls  Fationalisation in the heavy ~estfemely worrying since it re-  But there has been increasing investment spepding Flest oW\ Ho says, however, ane potea- H
year will be in theregionof 0% ¥ It Em industry ects confinu ﬂ..__ éssingen-  coplidence that & mial-recov furbishing mnwmnum fleets tather a1y jSncourag d f last ﬂ |
i enerally agreed that any eral business cavLdltions and un- is in sight. However, Jan 8 than purchasing new units’ emerged in the secon 0

ratic tlon would pnot con- derlines the need for further salesof heavy commercials have ﬁmﬁ “The tipper market, which
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cern the smaller, speclalised pro-  official steps to revitalise the cast doubt on that confidence. closely allied to construction, |
ducers, such as Hestair, ERF, Fo- economy” The motor industry is clearly gtarted to regaln its market per- ,
- agnls MD Don Fife says den and International Harvester _ looking for some stimulatory ac- centage. :
| that, while heavy price locreases To have any real impaet on the Y tion by government in the us companies have slowed *Tn 1982, 1t accounted for 19,1% .
{| are needed to restore margins, market, rationalisation would Budget, but predictions by both  down and township violence has  of the market, and as the reces- "
/| the increases will be dictated by  bave to involve the higher-vol- manufacturers and economists accelerated the refurbishing sion Eﬁﬁszﬁ its percenta }

the competitiveness of the mar- ume producers, such as Samcor, . R-helow volume of heavy com-  fop the next three years indieate |, trend, wivh bus companies under-  fell t0 17,6% In 1883, 15,67 In 1
ketplace. General Motors, Mercedes-Benz, inescial sajes reflects shattered ¢hat eyen government stimula- standably reluctan. to send new and 13,8% in the first half of last _
~ #[he market is qEW competl- Magnis, MAN and Leyland. “The business confidence and & {ion of the economy will not im- vehicles to their deaths. ' year However, its penetration :
i| tive and overtrading is a factor  takeover negotiations in Britaln MmAarked reluctance for invest- | prove their’situation. Obviously,..  The continued growth in black  for the first three @:ﬁmﬂ ofthe |
)| Customers are taking advantage between Leyland and GM could, mMent spending. « without any stimulation whatso- «* rtaxis has also u:mﬂﬁm brakes on  year lmproved to 164% and, by | i
b |ofit and brand loyalty is going” = of course, affect the SA market. Spin-offs of the recession — ever, the future is even M_E_E. bus purchases. e end of the year, it had im-

|, *There are, 12 manufacturers . Natlonal Association of Auto- soaring price incresses, cwrency for manufacturers, The effect of refurbishing can  proved further to 17,1%. _
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INDUSTRY

Motor industry fails
to overtake the slump

Financial Staff

THE South African motor m-
dustry’s hopes of a climb out of
the sales trough failed to ma-
terialise last month

Latest Naamsa figures dis-
lose a disapponting 13 913 pas-
Sénger car sales for Februa
instead of an expected 17 000
— the lowest February since
the recessionary year of 1977

Total passenger car sales for
the first two months of this
year stand at 27772, 227 per-
cent lower than the compara-
ble period for 1985

‘While the sales figures are
certainly no cause for rejoicing
Toyota marketing director, Mr
Brand Pretorius, points out
that they are the result of some
special market circumstances

“The first 1s that there 1s still
a relative lack of confidence
economically and politically,”
he said

“The second 1s that there 1s
Some resistance to the latest
retail selling prices Whale 1t 1s
true that prices went up by 35
percent last year potential car

!

buyers should be aware of
some posifive factors too

“The mterest rate has come
down substantially, the muini-
mum deposit required for hire
purchase transactions has been
reduced, repayment periogds
have been extended and, gener-
ally speaking, the trade-in val-
ue of vehicles has improved

“A third reason s that in
some cases manufacturers are
short of stock — primarily 1n
the small car sector.”

Another factor was the bys-
ness sector and private cus-
tomers waiting to see what tax
concessions or perks tax modi-
fications the Budget held, Ths
put the picture “into better
perspective”,

According to Naamsa figures
Toyota led passenger sales for
February with 3613, claiming
26 percent of the market, fol-
lowed by Samcor with 2 883
(20,7 percent) — made up of

MMTI’s 1571 (11,3 percent) and
Samcor Ford’s 1312 (9,4 per-

)

cent) — and VW with 2 508 (18
percent)

Next were Nissan with 1 179
(8,5 percent), Mercedes-Benz
1135 (8,2 percent) BMW 1055
(7,6 percent), and GM 915 (6,6
percent),

Top selling ear 1n Febrnary
was Toyota’s Corolla, which
sold 2 619 Next were Golf-
/Jetta 2 160, Cressida 979 which
also led the medium car mar-
ket, BMW 3 series 845, Mazda
323 811, Langley/Pulsar 722, S1-
erra 641, Escort 637, Mercedes-

Benz W 123 630, and the Kadett
615

Light commereial vehiele [
sales also fell short of market
expectations though at 6 191
umfs the trend i1s more posi-
tive, up 14,6 percent on Janu-
ary sales

Market leader was again
Toyota with 2 486 (40,2 per- |
cent), followed by Nissan 1388
(22,4 percent), and Samcor 1 340
(21,6 percent) made up by —
Samcor Ford 737 (11,9 per cent)
and MMI 603 (9,7 percent)

—_—
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Mercury Correspondent

JOHANNESBURG~—South African motor
manufacturers already fighting for sur-
vival have been stunned by the latest
sales fi igures which are the lowest for
nine years. Motor industry officials say
sales are now running 40 percent below
levels needed to safeguard manufactur-

ers” survival. W
. ﬁlanufacturers are already revising their’, 1986
sales pro)ections downwards. The more pessmnstnc
are predicting figures well below:those of 1985,

which saw three manufacturers quit the market
and two more merge be- e

‘ cause of dechnmg sales..

‘%test bificaal m@,.ustry
. ﬁglsqreshshnw g:ar ﬁaalgf last
month, . at 14 017, wfm 28
qpercent doj n,hun‘“ﬂMarch
1989.. Ll htacumgnji;rclaL
: 88 Lwerew awns252per-
: laﬁ diUm_m&umerthls
ﬁ percen ,,;heavy* yéhi 1é}es;

Lpert:eni;ﬂnd tutal yeh: rcles
”sales23 percent.ﬂ e r.qi .m'
ﬁ* Carls,al S §0° fan th:sﬂyear |
are! atathe:r Iowest?glevel

S1nce - 1977 say 1'.t:|"’fﬂustr:.r
|ﬁ‘mffimals SR N LI

'/ ‘Nlcbnﬂermeulen,,dlrectnrtr_
F‘uf the- Natmnal Assncmtmnr
fuf Automobile Manufagctir-"
.-ers {Naamsa),, which® asup-
; plied, the figures; said lasts
3 mght “4:- sustameﬂ monthly:
new sear market uf 25 000}
a,un ts, “and’, It muntlﬂy»inew
"¢0 bmed'cnmmf‘i'm vep-|
cle market "of \1 00{13 mts x|
?i"g resentsf thEgmlnlmum
Fmdusf:r ﬁreqmrement to,
ﬂsafeguard the, ecunumm
*ﬂﬂblllty andfuture of § A‘*
‘vehicle manufacturers..t @;‘
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"Little joy

‘Current sales represent

only about 60 percent of
these levels’

Manufacturers had
hoped March would show

. the first signs of a recovery
- In the depressed market

Buf while ecar sales 1m-
proved marginally over
February, from 13913 to
14 017, the deelinming com-

. mercial vehiele market

sales brought total unit

sales down from 21 230 to
20 945

Naamsa president and
Volkswagen managing da-
rector Peter Searle said the

 figures ‘bring litfle joy to

the beleaguered motor
industry’

According to Toyota mar-
keting director Brand
Pretorius, manufacturers
will have to revise sales
projections for this year

“The latest returns dem-
onstrate the worrying fact
that the continuing de-
crease I1n vehicle sales 18
accelerating, whereas the
industiry has previously
forecast that by now the
market would have shown
signs of 1improving

! *Original forecasts put

car sales for 1986 at 215 000
On the basis of the March _
sales, the estimate 1s now

aruund 185 000, a figure al-
most as low as the disas- |

trous 167 000 sales of the
1977 slump year’

‘Such a low market could
have a serious effect 1n
terms of employment and
pruﬁtablhty on the motor

industry,” said Mr Pre-
torius

He added' ‘The March re;
sults are both disappoint-
1ing and disconcerting
Vehicle sales figures are
generally regarded as a ba--
rometer of the state of our
economy, and the signs are

not good’
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Vehicle sales took yet an-
other steep dive across
the board in March, with
1ndustry, sources fore-
casting year-end figures
well below their earlier
Imore optinhstic 1986 esf;-
mates, . )

Total umit sales were
28 percent down op
March 1985, while sales

for the first quarter of.

1986 were 24 percent
below those for the same
period last year, accord-

1ng to figures released by.-

T

Naamsa | :

It was the same de-
pressing story across the
entire vehicle ‘market
Spectrum - passenger
car sales down 28 per-

‘cent, light commercials

down 25 percent, medium

-commercrals down 22

percent and heavy vehi-

cles 44. percent down on

the March 1985 figures
Comménting on the fig-

March car sales 28% 8%

' mediim term

ures, Toyota marketing
director Brand Pretorius
said -

“The March results are
both Emmﬁﬁu_nﬂwm and
disconcerting, . .

It is clear that neither
the recent budget nor the
recent politrcal develop-

ments have boosted con-

fidence 1n South Africa’s
economic ‘and political

prospects in ‘the short to:

_demonstrate the

“The latest r) turns
W =

Ing fact that the continy-

'Ing, decrease 1n vehicle

sales 1s accelerating,

‘Whereas the industry has

previously forecast that
by now the market wouid
have showed signs of 1m-
proving

‘Unfortunately there

are no signs of this ” .

215000 - ° ISR

March sales the estimate 14017 compared with

‘figure” almost as low as *+ ‘Total combined. sale

ment and profitability on m
- the motor industry —
nChr el ® . South Africa’s second lar-
J Jdriginal forecasts put gest employer in the in- w
m

car sales for 1986 at dustrial sector”
s Passenger vehicle

. On the basis of 'the - Sales.last month totalled

Js.now around 185 000, a > 19 464 in March 1985 -

the disastfous 167 000  of passenger.and.com

sales of the 1977 slump mercial veéhicles las
year ' P month were 20945 unit

“Such a low market - — a steep drop from th
could have a serious ef- 29001 umts of March Ia

fect 1n terms of employ-.'. year — Sapa
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By CATHY SCHNELL

r;
ﬁ%HERE are mixed Views -

from Eastern Cape manu-

facturers on the prospects
jur zthe motor industry
ﬂ:us year -+ - -

Vn]kswagen saw the

=« future as rosy while Gen-

eral Motors was more
cautmus

‘ Pruductmn at VW has

been-n full swing for a
weekto cater for the high
demand for Jettas, Gulfs
and the new 2, 1 litre
Mlcrubus accurdmg to
Mr Graham Hardy, com-
munications manager,
who said the demand
exceeédéd the supply at
the moment

The' cars produced for
the next three months had
already been sold

Workers on all assem-

- bly Tines were wurkmg a

five-day week and " an
eight-hour day This was
fulltime,

Atthis rate there would
be no retrenchments' or
short time 1 the foresee-
able future, Mr Hardy
said-

Mr Peter Sullivan, pub—
he relations manager for

GM,,sald there would-be’

no- wonder-cure for .the
Snuth‘" African “motor in-
dustry untzl the political
climate stabilised and
\there Was a meanm gful
strengthemng of the rand
coupled with ‘a reduction
m the trend of inflation

He sawd there was very
Jltle "the . authorities or
the ‘gnrggug I111:111*:=:1‘.1*3r could

& fo 1gcrea§ ”Phe siles of

motor vehicles ﬂiIS year

the motor vehicle market

this year would show no -

significant gain or, in fact,
any increase 1n sales

He predicted a .total
market sale — from all 11
motor manufacturers —

' of 305 000 This wnuld In-
clude 205 000 - passeliger
cars and 100 000 truck‘and
commercial vehicles

Already most of GM 1s
on short time, accnrdmg
to the labour reldtions
manager, Mr Dennis Bris-

r#if-

Kin 2

:Mr Briskin sa;dwnn -
average the workers'were
on a full working week —
but only working an e:ght—
hour shift cumpared” to
the normal mne-hnur
shift ‘ 2.3 ¥

The assembly wnrkers

were on a T¥:- huurffd'ﬁ'y""“

- Others were on aﬂﬁfﬁ'é‘i"'
hour dﬂ}' *’:{ B ofrs i

Mr Sullivan Bﬂld "GM
was confident 1t would
maintain its market share
for the first mine months
of the year -

The introduction of the
Kadett T-car Notchback
later this year would see
" the company maklng s1g-
nificant gams - * )

GM-would continue

¢ with its plans to rational-
.1se 1ts model lme-up and
by next year should Be 1n
an extremely cumpe‘tltwe’
position with a range, of

. passenger cars, trucks
and commercial veloles
o tallored' -to meét®the-
r‘%demands of the public

e oY
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Mr Sullivan predmted |
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nomy are expected to boost
sales

Added to this 1s the fact that
there has been considerable pro-
gress on the rationalisation
front — an option facing the
industry for years Ford and
Amcar completed their merger
last year and three European
assemblers announced their de-
cision to quit the country.

Whether this improved out-
look will affect the industry’s
appeal for help to the State
President’s Economic Advisory
Council 1s difficult to gavge So
far, government concessions to
the mdustry — dropping the
remaimng 1% ad valorem duty #
on imports and stretching HP
terms — fall a long way short of
the asked-for dropin gst and the
easing of fringe benefit taxes. Indeed, Sam-
cor MD Spencer Sterhing thinks that even a
modest nise 1n the industry’s fortunes could
“dilute government’s reaction to our dis-
tress.”

On the perks tax front, Sterling predicts
that the phase-in will be frozen at the current
25% instead of rising to the slated 40% this
year “But I don’t see government making a
special case of the motor industry on the gst
1ssue,” he adds

Last year car sales fell 24%, making 1t the
industry’s worst year simce 1978, and the
carmakers are expected to be at risk until at
least mid-1987. The mmpact of a 5% hift 1n
1986 sales from such a low base will be
marginal, at best “It’s a dismal perform-
ance,” says Vermeulen “Forecast car sales
for 1986 fall way below the 300 000 umts we
need to stabilise employment and investment
levels 1n the industry.”

Twelve months ago forecasters were pen-
cilling 1 sales of 230 000-240 000 untts for
1985 The industry has the potential to pro-
duce some 500 000 cars a year on single-shift
working and without adding to capital em-
ployed.

But, as Volkswagen marketing director
Chive Warrilow pomnts ouf, manufacturers
have “nowhere near recouped the losses from
the rand’s devaluation against the Deutsche-
mark and the yen.”

Some 60% of the cost of a car 15 made up
of imported components, and even with a
stronger rand manufacturers will still have
to rebmild profit margins with further price
increases ‘I don’t think the industry will be
able to peg this year’s increases much under
25% unless there 1s 2 sigmificant and sus-

4
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&:‘E‘j Source Wesbank Whesls

mentum of recent months, up
g nearly 10% on November’s
g figure to 19 170 umts
*@8 Sterling says that threatened
8 price hikes at the end of last
.8 year boosted sales, as did spe-
~ g cial deals from Alfa Romeo,
Renault and Peugeot, who were
@ runming down stocks after de-
VA ciding to quit SA
To what extent the industry
can reduce its own costs, with

"*-::5_: b inflation 1n the 17%-20% brack-

Naamsa’'s Vermeulen . .. looking at a modest comeback

tained improvement 1n the rand,” comments
Sterling

In addition, there’s unlikely to be a resur-
gence of last year’s heavy discounting, which
was used to work off fat inventories and lift
market share “Manufacturers have now got
their inventories mto line and are starting to
trade more sensibly,” says Nissan MD John
Newbury

Amd the gloom, some carmakers found
they could not fully meet January’s demand
for some models Six months ago they start-
ing cutting orders for CKD {(completely
knocked down) kits from foreign manufac-
turers and the imports are locked in a six to
seven month delivery pipeline December’s
comparatively high sales figure also meant
there had been a heavy drain on stock Sales
i that month sustained the improved mo-

IN THE DOLDRUMS

New passenger cars
{Number sold)

35 000~

oia
. ]

78 79 80 81 82 B3 84 85

New passenger cars
{Annual % change)

et, 15 debatable But good
housekeeping, reckons Toyota
marketing director Brand Pre-
torius, rather than manpower
cuts and shift reductions, will
g feature heavily this year

® The new year started badly
with Samcor’s announcement
that another 950 jobs will be

lost n Port Elizabeth by year-end as Ford
completes 1ts trek to the PWV (Business
January 17) Job losses in manufacturing
plants are said to be around 9 000 since the
start of the md-1984 slump, although
Toyota, for one, hopes to start rehiring to-
wards the end of the year — 1f sales forecasts
are on target Volkswagen wants a sustamed
upturn before jobs lost 1n the recession can
be recovered

Losses 1n the components industry have
been even more traumatic About 25000
jobs went 1n the year to August, when pro-
duction fell 40% as makers pulled output
more into line with demand But National
Association of Automotive Components and

Alliled Manufacturers’ (Naacam) director
Denzyl Vermooten says he doesn’t expect
heavy new cuts A poll of 80 Naacam mem-
bers shows retrenchment levels in the mdus-
try have not radically altered in the last five
months

“And we have found a slight increase in
the utilisation of production capacity,” says
Vermooten He attributes this to improved
exports.

Latest 1ndustry speculation surrounds
BMW, still looking for a small car for its
dealer network The surge 1n this market —
reckoned likely to account for 70% of all car
sales thus year — 1s leading dealers to push
for broader market bases

This has prompted renewed talk of a deal
with General Motors to allow BMW dealers
to sell the Kadett.

For its part, BMW nsists 1t’s not talking
to anyone “We have looked at certain alter-
natives to improve our short- and medum-
term viabihity,” says GM MD Bob White.
But nothing, so far, has matertalised — and
GM finds itself scotching rumours that it
will be the next manunfacturer to qut SA

Talk of leaving can, of course, be highly
damaging to sales levels Renault’s poor per-
formance last September was widely thought
to have been the direct result of rumours
about the company’s withdrawal from SA,
which proved correct Such are the vagaries
of this difficult and hard-pressed industry W
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Weekend Post Reporter

JOBS 1n the motor mndustry
dwindled rapidly last year,
registering what a spokes-
man for the National Asso-
clation of Automobile Man-
ufacturers of South Africa
(Naamsa) described as an
“historic low” 1 the ndus-
try.

The dechne repeated the
pattern of the last three
years.

In December, 1983, a to-
tal of 47 570 people 1n South
Africa were employed 1n
the industry By December,
1984, this number had
dropped to 42 042, and m
December last year it
dropped further to 33 346

The figures for Decem-
ber last year aré the most
recent ones Naamsa has

According to the spokes-
man for Naamsa, the low ]
year-end employment lev-
els were partially due to
the decision by French and
Itallan manufacturers to
discontinue their assembly
operations in South Africa

He said a modest 1m-
provement was expected in
the fortunes of the motor
industry this year

i




Ty

MOTORMEN 1n the East-
ern Cape are remarkably
optimistic about prospects
for this year despite fore-
casts that there will be
little — or no growth — 1n
the market over 1985

They frankly describe
last year as having been a

“thsaster” for the industry .

in general, but hoth Gen-
eral Motors and Volks-
wagen gain solace from the
fact that their own per-
formances 1mproved, albeit
in a drastically reduced
market

“We were the only manu-
facturer to increase sales
volumes, 1985 sales being
29 341 compared with
98 418 in 1984, said VW
public affairs manager
Ronnie Kruger

And GM sales idirector
Hal Carpenter said “While
industry volumes were
down 24%, our drop was
8,3%, and our penetration
actually increased from
77% to 93% — the best
since 1981..

i
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The start of the year has
not been auspicious for the
vehicle industry

Manufacturers were
caught short of stocks and
suffered badly late last
year and in January

That was the start, and
the problems facing the In-
dustry have bheen com-
pounded by continung fi-
nancial losses — mainly
due to forelign exchange

rates and said by GM’s Mr
Carpenter to be as hgh as

R1 500 million — and a hike
in the price of Iscor steel,

which 15 estimated will

mcrease industry produc-
tion by R50 million

Predictions of increases
in car prices of up to 30%
add to the complexity of the
troubles, with the only re-
lief coming from the fuel
price reduction

Even the effects of that
— both as a direct benefit
to motorists at the petrol
pumps and as a general 1n-
flation-beater -~ are not ex-
pected to stimulate the
pasenger car market much

-apove last year’s disas-

trously low 204 000

| ' GM, 1n fact, are forecast-
| mg a margmal decrease 1n

passenger car sales to
200 000, Whl]E VW are more
bulhsh mt lnukmg at be-
' tween 210 000 and 215 €00

. With GM’s  commercial
vehlcle forecast at 100 000

sales are est1mated to
réach just oyer, 300 009,:~.a
passenger

| Thﬂ V#’s at 9500, total

flgure *for Whlﬂi:l

By Bob
Kernohan

Business Editor

cars alone accounted five
years agoe

But both GM and VW are
determined to gain a bigger
share of the depressed mar-

ket

“We expect to hold our
own and are aiming to fin-
1sh up 1n 1986 in second
position 1n overall sales,”
said Mr Carpenter

“VW 15 amming tn In-
crease its car marlggt ,share
from 14,4% 1n 1985 £0'20%
this year,” said M{ Kru Iger.

Third local ma&j'nu}agfur-
er Ford —- nowy merged
. with Samcor ang; r+unm'ng
down 1ts operations 1 ) Port
"'Ehzabeth — wﬂlﬂ*alsnihe
loking for an 1ncrea ed

- market sharg ,frnm its"onl yé
‘ contmumg nrlgmal_,pasm:n-g

ger car lme**the Slerraut%’? ‘*‘
T AT I 1Y
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But new models 1n this
range are likely to be built
at Samcor’s Silverton plant
in Pretoria when the
Struandale plant 1n the city
closes 1n mid-year

GM has bold product
plans to capture 1ts In-
creased market share, 1b-
cluding

® A face-lhifted Isuzu KB
pick-up

@ New Isuzu heavy
trucks

@ Restyled Rekord and
Commodores, mcluding a
Commeodore Berlina to re-

place the disconfinued fop-
of-the-line Senator

® Changes to the Opel
Kadett “T-car”, the mtro-
duction of which hoosted
Kadett sales by 148% and
made 1t the country’s No 1
hatchback

® Most important of all,
the introducion of a Kadett
notchbhack

“We are very confident
about the future of General
Motors i South Africa and
are backing this confidence
with sizeable investments,”
1s how Mr Carpenter
summed it up when he
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spoke to component lejm% :

facturers yesterday snol kS 1l

VW 15 more gqardedi,g
about 1ts product plans, hut:
one of 1ts main strategzes“
for the year 1s bound to be
capitalisimg on 1mproved
quahty, modern technology ™ -
and its dommance of the
performance car market.’”’

“Independent surveys
show that VW and Audi
vehicles are rated amung
the best mn the country,”

said Mr Kruger. i M},

“This was also recug; |
msed by VW worldwide last
year when South Africa
won the ‘Q 85 quallt“y
award, bemng selected "as
top quality producer from
among 18 plants i

“We have also made
great inroads 1n the per-
formance car market and

have taken over from'the

traditional leaders, Ford;in

this Segmﬂﬂt S0 M

“Demand still * exceeds
supply for most of our.mod-
els and long waiting lists
exist,” said Mr Kruger

“That’s a good start to
the year and we are!confl-
dent of making greater 1n-
roads and achieving, our -
penetration target ”
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THE DECLINE of the motor industry
in SA 1n the past three years has left a
trail of casualties Last year saw the
withdrawal of three manufacturers
and the near-collapse of at least two
others Consumer demand for new
vehicles tumbled as interest rates
soured, GST rose steadily, disposable
income was squeezed and unemploy-
ment increeased

Most manufacturers lost money mn
1984 and they all did last year Nissan,
once market leader, suffered badly
but found a white kmght 1n corporate
giant Sanlam Now Nissan believes 1t
has weathered the crisis and has
come to terms with its and the mar-
ket’s problems and can aimm for a
steady increase 1n market share and
turnover

John Newbury, MD of the Sanlam-
controlled vehicle manufacturer,
says Nissan’s difficulties were 1denti-
fied earhier than the industry’s “We
took certain corrective actions earh-
er than other manufacturers, and if
we are 1n a better position now it Is

primarily because of that.”

Sanlam’s commuittment {o Nissan is
underlined by the fact that Nissan 1s
to mmvest R170m 1n tooling up for new
models 1n 1987 and 1988

Since Nissan 1s not a pubhc com-
pany, Newbury sees no advantage 1n
disclosing the company’s profit/loss
or actual turnover figures, but he 18
prepared to say that turnover last
year was 1 the region of R350m and
offers a ballpark figure of R5,5bn for
total vehicle industry turnover.

“We made losses like everyone else
in the industry last year, but our
losses were not as high as some peo-
ple tried to make out In fact, if the
rand had not collapsed so dramatical-
ly we would have turned a profit in
the second half of the year”

Shortened

He says that despite the heavy m-
dustry losses last year, Nissan man-
aged to come off better than most of
1ts rivals “In the past two-and-a-half
years we have shed 2 500 jobs and the

combined Magms/Nissan workforce
1s now 5 100. The job losses were from

all levels of the company We took out
an entire layer of management and

have shortened the reporiing lines
We believe 1t 15 1mportant 1n these
times especially to play the game
from the field and not from the
stands

“The raticnahsation of Magnis
back 1nto Nissan last year had strong
cost benefits, because we were able to
take out the duplication in both com-
panies. Nissan will not feel mueh pain
this year”

To combat the ever-escalating cost
of tooling up for new models, New-
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bury says model life cycles will be
extended from the traditional Japan-
ese four years to Six years and the
tooling up cost will therefore be am-
ortized over the six years of thé
models’ life.

“As much as possible of the equip-
ment required will be sourced locally,
but about 60% 1n value will have to be
mmported We will move more to-
wards automation, but not full auto-
mation — you could say progressive
robotics ”

Last year Nissan had an overall
market penetration of 11,7% and
Newbury intends to increase that to

12,5% this year in a market of about”

206 000 passenger cars, 95000 light
commercials (LCV) and 9 400 heavy
commercials (HCV)

Newbury says Nissan is satisfied
with its performance 1n the past year
Market share increased and quality
has been restored, he says

“Our marketing has been aggres-
stve and we have made a bold state-
ment on quality Our image with the
consumer Is unproving and we are
not seen as a company that will with-
draw from the market”

Newbury believes there will be no
more withdrawals from the SA mar-
ket “but there could be one more joint
venture We are not talking to anyone,
and have no mfention of talking to
anyone A single franchise 1s better
for us and for Nissan Japan”

He says the market will continue to
be too small for the number of manu-
facturers “Some manufacturers will
cgntmue to exist but will not be profit-
able”

The Japanese technological 1n-
volvement 1n N1ssan SA 1s substantial
and has been mstrumental in the dra-
matic 1mprovement 1n quality, he

says While the Japanese have no

financial involvement 1n the company
“you can place a value on the techno-
logical co-operation”

“Ifthe Japanese baron Mvestmernt
1n SA were lifted we would welcome
Nissan Motor Company as a share-
holder — and we believe 1t would be
very beneficial But I doubt they
would want to get involved 1n SA at
the moment ”

Nissan’s fall from grace — it was
the market leader 1n the late Seven-
ties and 1s now well down the log — 1s
explained, says Newbury, by the com-
pany’s strong commttment to the
local content programme from its in-
ception 1n the early Sixties

“We developed skills early on, but
the strength of the rand in the early
Eighties penalised us heavily Now 2
weaker rand has helped, and we are
well positioned to to take advantage
of the benefits of local manufacture’

Aggressive

In 1987 Nissan believes the car
market will improve to about 230 000
unts, HCVs to about 10 000 and LCVs
will remain static, and a year-on-year
growth of about 15% thereafter

Newbury 1s putting his faith 1n ag-
gressive marketing, product quahty
and consumer awareness “Our cus-
tomer-care programme 1S paying
dividends and we are expanding the
base of our dealer networks and the
quality of the dealers Our quality
improvement 1S on-going and we are
determined to increase our fleet rep-
resentation

“We are working hard at cost con-
trol and improving productivity, and
are working with our suppliers to im-
prove their inputs At the moment we

—_— e Em, e

for Nissan

have the highest plant productivity 1n
our history, and that 1s also one of the
major benefits of the Japanese

“We worked hard with the National
Productivity Institute, did a lot of
soul-searching and recogmsed our de-
ficiencies Productivity 1s neglected
in SA and improved productivify does
not necessarily mean job losses One
has to use improved productivity to
increase market opportumties,”

Nissan and fleet sales always getsg
the opposition shouting “foul”. The
belief exists 1n the mﬂg%ﬁfﬁ' tHat i@
lam pressures 1is subsididrigs fingl
buying Nissan produ Sonjeiimes
I wish 1t were true, but Sanlam. o=
not prepared to do that They have ot~
mmposed therr will on us to support
their component companies, and they

will not force their subsidiaries to buy
Nissan”

He points out that there 1s not a
single Sanlam manager 1n the com-
pany “Sanlam 1s not forcing 1ts pres-
ence on us or trying to inculcate 1ts
philosoplites With new parents com-

ing 1nto the company, at the time one
could not be sure how the relationship
would work out, but they have been an
abselute pleasure-to-work~with=—

Increases

The widening disparity between the
rand/deutschmark and rand/yen ex-
change rate 1S causing some pricing
problems for Japanese-sourced com-
panles Even the Japanese inflation
rate at 1,8% over the past year 1s
marginally higher than the West Ger-
man equvalent of 1,3%

“Car prices will continue to rise,
probably by about 5% in early March
followed by a quarterly 5% 1ncrease
There 1s a substantial need for in-
creases, and price moves 1n the past
15 months have not been adeguate
The ncreases are mfluenced by the
competitiveness of the market, and
we follow what the market ledder
does Tn the present circumstances it
is to our advantage that the market
leader 18 also Japanese-sourced”

Another spm-off from Toyota’s
market leadership 1s that Japanese
technology 1s perceived to be superior
to German technology, Newbury says

He admits to being “a little auto-
cratic” 1n his management style, but
says he and the other managers are
very open He 1s not a believer 1n
committee decisions

“I don’t beheve companies can af-
ford to have extra management lay-
ers which mevitably lead to commit-
tee decistons We work much closer to
the frontline — direct involvement 1s
vitally significant The needs and re-
quirements of this industry, and of
business, are that you run hard”
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NEW CAR sales are at their lowest
point for nine years. Motor industry
officials say they are running 40%
below levels needed %o safeguard
ufacturers’ survival,

ures ‘well below those of 1985, which saw
three mannfacturers quit the market and
two more merge because of declinuig

sales.
Latest official ind figures show
car sales last month, at 14 017, were 289,
downon 1985. Laght commereial
sales were down 25%, medium commer-
cials 22%, heavy vehicles 44% and tota]
vehicle sales 28%.

- Car sales 80 far this year are at thexr

&lo:isest level since 1977, say industry offi-

Car sales at Jowest for nine years

f o~

DAVID FURLONGER
Industrial Editor

Nico Vermeulen, director of the
National Association of Automobile
e et e
=u .
suggined, monthly, new-car market of
25 000 units, and a monthly, combined
Ui, represents the Mimloarr oy
units, represen e um

pt to safeguard the economic

-viability and future of vehicle manufac-
{urers,

|

“Current sales represent only about

80% of these levels,

Manufacturers had hg}:ed March J

would show the first signs of 2 recov
inthedepmedmarket.mtwhﬂeg

®To Page 2 E>




WITHDRAWAL by Gen-
eral Motors from Port
Elizabeth for political
reasons would cripple
the eity, says Mr An-

drew Savage (PFP
Walmer)

Speaking in the sec-
ond-reading debate on
the Budget yesterday, he
sald it was d:ff:cuf;; to
imagine the area if this
were to happen

However, the time

would come when mulfi- .

national compames such
as GM would be foreed
to consider their “wider

r
5

k
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constituency” and could
not want to be seep as
“playing along with the
Government’s repugnant
political experiments”

Mr Savage said he
had spoken to Cabinet
Ministers about this
Their response was that
they should not be ex-
pected to run their de-
partments to suit ind;-
vidual compames

There was il
a complete
lack of un-
derstanding §
of the cham B
reaction a g2
withdrawal ‘W
such as that "9 S
Of GM » ot
would have Mr Savage
On industry, commerce,
finance and service or-
gamsations — and the
inevitable consequences
of unemployment, racial
olarisation and vio-
ence

An exodus of whites
from Port Elizabeth -
seemed evidental About
1000 fewer whte pupils
began primary school
this year than m 1985

There were hundreds
of properties on the
market and hqudations
and insolvencies 1n the
first three months of
this year were higher
than in the same period
in 1985 — Sapa
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u 1986 car sa

CAR sales for the first quarter are at the lowest in
nine years.

Figures released this week by the National Associ-
ation of Automobile Manufacturers of SA (Naamsa)
show that the long-awaited revival in sales failed to
materialise l:ﬂ;'st month, P

While car sales rose marginally on February, th
werednwnﬂﬂ%onﬂarchwasmgh a1
sales were down 25%, mediom commereials 22% and
heavy vehicles 28%. The official March gales figures
are:

CARS
BMW - 3 Series 845, 5 Series 149, 7 Series 63, Other 4,

Total 1 06].

General Motors — Opel Rekord/Commodore/Senator
324, Opel Ascona 35, Opel Kadett 621, Total 980,
Mercedes-Benz — Honda Ballade 775, M/Benz New
W123 Series 579, New W126 Series 88, Total 1 442,
Nissan — gle /Pulsar 777, Skyline 400, Laurel 91,
280ZX 3, Other 1, Total 1 273,

~Renault — Renault 9 196, Renault 11 134, Other 1,
Total 331

Samcor — Ford Escort 683, Sierra 535, Granada 20
{Ford total 1238), Mazdamﬁaa,l’dazdaﬁzﬁm
g'rsggla 201, Peugeot 505 58 (MMI total 1 814), Total

Toyota — Corolla 2 190, Cressida 1 769, Other 7, Total

3 966.
Volkswagen — Golf/Jetta 2 102, Passat 181, Audi 500
126, Total 2 409.
Other — Jaguar 4.
Total March 19585 — 14 017,
Total March 1985 — 19 464.
Total February 1986 — 13 913,
Total Feb 1985 — 17 381.
January-March 1986 — 41 789.
January-March 1985 — 55 396.
LIGHT COMMERCIAL VEHICLES

GM 693, Leyland 13, M/Benz 1, Nissan 1 427, Samcor
ord 586 665) 1 191, Toyota 2 178, VW 423
tal March 1986 — 5 982.

Total March 1985 — 7 935.

Total February 1986 — 6 192.

Total February 1885 — 7 159.

January-March 1986 — 17 527.

January-March 1985 — 22 190.

MEDIUM COMMERCIALS
GM 82, M/Benz 29, Nissan 40, Samcor (Ford 22, MMI
85) 107 Toyota 112

e

Sy i

car sales flgures lowest in nine years

N :
Total F 1985 — 940, ‘
- January- 1986 — 1772. |
January-March 1985 — 2 807.

TOTAL VEHICLE SALES

0 T LW "

Total March 1986 — $70.

T m&mgsﬁxﬁ 476&92.
0

Total February 1885 — 440
Jannary- _—

January-March 1985 — 1 357.

st FE roisiatll NP e i

BLDR -

HEAVY COMMERCIALS

Erf 14, ¥Fodens 1, GM 77, Hestair 1,
69, Malcomess 16, Man'l‘mcksﬂ

ord 16, MMI 38) 54, Toyota 80.
g“otalﬂarchlm

landﬁQMagnis

\n\&\*b

March 1986 — 20945

March 1885 — 29 001
February 1986 — 21 230,
February 1985 — 25 920.
January-March 1986 — 62 383
January-March 1985 — 81 750.
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THE provincial couneil system will

come to an end at the final (lhndget
session of the Transvaal Coun R2.8bn of which R
which opens at the old Raadsaalin  up of a governme
Prle;tona on?!ayF deral Part About half the to
rogregsive Federal Par in galari
Transvgaal chairman Douglas Glby- “ﬁ =
son said the session would An additional &
mﬁa} and contentious”. will be the golden
is the last o rtunity we the 76 Members
will have to e total fail- Commeils.
ure of Nat Party mes," he said. These conld cost
The 1935—36 udget totalled although provincia

AIRLINE MOVEMENTS

1750 2149 SA3{9 2255 55 SASHM
1800 2005 SA333

1805 2135 SA351 Johsuveshurg to Port Elirabefh
2 ISSedons M~ - Y
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indushyansm imponant ¥ Ai of 25 hadiﬁeenuﬁ-
to SA {0 be allowed to-continue jts de- *¢ L’fm moﬁe mmoggnm industry.
clme. Johin Malcomess (PFP Pnrt Eliza- ;. - Malcomess said the biggest rgasnn for
tral) said Em the plight'of the mdlﬁtry was the extent
'ﬁme the ﬂnsl:t‘y was mﬁrant&i 4 40 which it'was taxed> ' IF
tax relief and governinent sgh In 1085 government had -collected

deerthere resentahnnaoftheﬂoton % mmnm on sales of ?:rts,
ﬁ Inﬂustries Fﬂdﬁrﬂhﬂn to the MargoCom-. : ?etro] and iﬂ*ﬁﬂlﬂl‘ ]mﬁ re]ﬁ:tﬁ the

massmn on SA's tax structure, he said, industry. - i~
'e e gE Qﬁmﬁm Bal -.l"{fif'l} ; el -fi"’-l" * Ak g fey “'-_.g:" .o
ea;thls were 25% GOWD On o 2o« B.COMMENT: Page 8 . .0
rlast*y the trend contlmledﬂtlltal M “evatoi g IM“"“—Mﬁ Wt S
| r the year would be 160 000 com- <+ & Malmmess sajdygovernment charged
panedi with 301 000 in 1981. GST on a vehicle an average of four
The price of cars had climbed “astm- times in its lifetime, collecting tax each
< X y’- and more-and-more peo .aﬁp time it was resold.
yhlacks,w&reunableto , ~r -There-is even tax on tax {:ST 1s ley-
New ‘jed on retail prices, wl.ueh mcludes cus-
i~ The frop in sales had also increased . . toms and excise taxes”
ployment. The tumber of employ- - - There were also additional taxes like
| eesin car ts had dropped from 4 570 jprovincial hcence levies and registration
in 1933t033346ml)ecemher ecs. e
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By DIRK VAN ZYL
Pohitical Correspondent

CAPE TOWN — The woes
of the motor mdustry are
highlighted 1n the annual
report of the Department
of Trade and Industry,
which says last year was
the industry’s worst for
| the past seven years

., The report, covering
1985 and tabled in Parha-
ment yesterday, says
305 327 new motor
vehicles were sold last
year, which was 100 478
fewer than the previcus
year

Further rationahisation
had resulted from three
manufacturers stopping
their production 1n South
Africa

Coupled with the amal-
gamation of two motor

vehicle companies, this
had caused two car as-
sembly plants to close
down

Employment by motor
manufacturers was
reduced by 6 000 workers
— from 42 500 at the end
of 1984 to 06 500 at the end
of last year

® The report also says
that the mvesfigation of
the Board of Trade and
Industries mto the estab-
lishment of a South Afrn-
can local conient pro-
gramme for heavy
vehicles and buses had
been finalised and was ex-
pected to be presented to
the Government early
this year

® On regional activi-
ties 1 South Africa, the
report says the depart-

ment’s offices m Port
Ehzabeth, Durban and
Cape Town had been able
to increase their efforts 1n
export promotion “con-
siderably”

A major factor 1 this
regard was the weaken-
ing of the rand/dollar ex-
change rate

Information and advice
was given on an on-gomg
basis to potential and ex-
isting exporters ragard-
ing the export irade, free
services offered and In-
centive schemes adminis-
tered by the department

In addition, these three
regional offices had been
“extremely active’” 1n
recruiting firms for regis-
tration as exporters and
as parficipanis in over-
seas shows
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Finance Reporter

THE South African
motor mdustry 1s headed
for disaster unless the
Government comes to its
rescue with sigmificant
concessions on perks tax

and GST.

director-of the country-
wide motor trading oper-
ations of the MeCarthy
group sounded this warh-
ing yesterday

‘If the Government 18 se-
rious about stimulating the
motor mndustry, 1t should
ymmediately ease up on the
| perks tax and at least halve
GST on new and used vehi-
cle sales for the next two
years, Said Mr Swarl

Lf " S :
Surcharge -
‘It should also heed' the
call' of the manufacturers
(Naamsa) for the scrapping
of the 10 percent surcharge
on all imported items af-
fecting the motor industry,’
he added "~ v, "+ |
| “The situation is so’des-
perate that we simply do
11 ,not have time to wailt for
‘| 'the Margo report The
motor market 1s.1n such 2
. sad state 'that ew1des£regd4
-unemployment, 'l RAOW
fithreatenéd at the refajiiend
of the business .
Workless @~ <
| ‘We all know, that,thereqs
already ~0 ﬁeyhéﬁ% ‘unems-
‘ployment),at ,the manufac-

+turing €
o As motdr traders, we
have been maintaining our
nfrastractures, pending an’
}'improvement inthe mar-
~ket, bt we?cannot hold on’
‘ndefinitelyswithout
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' % ‘This Tm‘:é:ﬁné that ;tlfé yobs
l’ of people of all races at all
"levels are'at risk; he add-
ned Ut o
e sralﬁ"'tt}'eu expected up-
1tarn i salées m ,April did
mot plﬂtﬁl‘lﬂllﬂb.."‘ A
+ sCar'sales for Apnl will
be ,somewhere between
14 000 and, 15 000, units —

.ri':‘r"?.i .rf{-"' Lt

“Swart

-
+

.that some people, including

|, said Mr Swart 7' ¢
! Howeyer, he said that Mc;

{ Carthy had:managed to con- ‘

tinhe to maintain its

4

“markef, share in-the first
A Soursmonths ofthe, yedhin
hat he-described asiampap;

+

| *Balhing rétanl marketsy 4,

—_—

i

}
;sigmficant and sustained

[ ! "
TRET
F

g aat Yy
by r ]

i mr g
gh ‘Jh}'.'
1 F

L

Mr Theo Swart, managing -

nd,-said Mr Swart |

Testructuring,” said Mr |

1'ell down on' the’ 170001

McCarthy: were expecting,’ |,

+ 1;‘T1’1E prlme.tblﬂﬁl"e'?fgr, th{eL :

drop 1n the motor market
can be laid firmly at the
door of the perks tax

‘While we do not take 1s-
sue with the need for perks
tax, or 1ts phasing 1n, we be-
L1eve that the deemed val-
ues — the amounts the
taxpayers must fork out —
are too punitive and must
be significantly lowered,
said Mr Swart ,

_ Illustrating this peint, Mr
Swart said the average
price of a small car has
risen by 35 percent from
R9 500 when perks tax was
imtroduced in Febrliary
1985, fo just under R13 000
now sy '

Symilarly, the prices of
medwum ¢ars have gone upi
from R14,000 to R18 500 1n

the same pgriod b eszte

‘The Government could”
hardly have /budgeted for
gses,’ said

L8

.these price 1cre;
Mr Swart W
He said that the perks tax
_has brought a total change
to the profile of the motor
mndustry 1n South Africa
, ¢ “Traditionally, the busi-
ness sector has accounted
for some 70 p&reent"ufgc’ar
_purchases But buyimngs
mnow moving from the busi-

ness sector to the private
mdividual, who 1s holding
back on his car purchases
pecause of the high tax bur-
den of changing vehicles

‘The man 1n the street
simply does not want to re-
place his car,’ saird Mr
Swart

He noted that the motor
vehicle 1n South Africa was
one of the greatest sources
of tax for the Government

“The vehicle 1s taxed on
its imported content and 1t
15 subject tp surcharges and
excise and ad valorem tax-
es In addition, there 1s on-
golng revenue to the
Governmenj from license
fees and perks tax through-
out the life 6f a vehicle and
1t generates GST every ime '
it changes hands

‘Add to this the tax on
parts and on‘the fuel and
o1l 1t consumes, and 1t be-
comes clear that the motor
vehicle represents a
veritible cash cow for the
Government,’ said Mr
Swart

‘7 know the Government
and the country need more
tax revenue but when 1t
comes to the motor sector,
surely enough 1s enough,
he said
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By Michael Chester

ggielafﬁtiﬁn of hire purchase con-

trols tand revision of perks tax
rules iwilt be among the issnes t9
be presse@ by leaders of the motor
industry in urgent talks they are
seeking ;v:tht;Financ& Minister
Barénd dg Plessis

Tlie'N4tional Associafion of Aut
tomobile Mafivfacturers (Naamsa

agreed afrits annual general mee =

ing-in Sgndton yesterday on a
whole pagkage of proposals 1f in-
tenils tofurge the government to

pursuesn a dramatie bid {o inyect
more’vitdhityinto the economy

Naamsa 1s expecied to mvite
the National Association of Au-
tomotive Component and Allied
Manufaeturers {Naacam) .to join
the discussions when 1t meets the
minister to spell olif the -urp
of relief measures. - ‘

Mr Peter Searle, president of
Naamsa, declined to list the pre-
cise agenda it planned to propose
but confirmed that one objective
would bé an extension of the time
limit set on repayments in HP

deals —.now fixed at 42 months on

commeggintayehiclesdand 43,

months an passenger cars,

“With the way wages and sa-
laries are being out-paced by-the
rate of inflation, it 15 crucial to
find.ways to ease the burden on
consumer”, he said Y&

Here, Naanisa also intended
Pledging

support to growing de-
Mgy, _ %

!

Y

mands — backed by both the Fe-
derated Chamber of Industries and
the Association of Chambers of

" Commerce — for a reduction 1n

general sales tax

Sumlarly, the ‘motor producers
would add pressure to demands
for the removal of the 10 percent
import surcharge that had wor-

sened the problems caused by the
weakness of the rand exchange
Tate in the impact on costs of es-

ey} Sential vehicle components needed

from overseas

Also of critical importance to
the motor industry in particular
was the impact of the taxation
on fringe benefits since its intro-
duction 1 the 1985 budget

A special report compiled by
the Naamsa executive committee
$aid the repercussions ongthe pat-
tern of car sales had been alarm-
® An unprecedented increase n
the demand for used cars at the
€xpense of sales of new vehicles
® A dramatic shift in company
purchasmg patferns in fayour of
smaller models * "% ¢

PASSENGER CAR SALES
MONTHLY AVERAGE

® Indications that employers were
beginning to replace the tradition-
al company car with financial
packages to allow employees to
buy their own vehieles — often
used cars rather than new cars

® Disruption of the normal re-
placement cycle of sales as com-
panies opted to keep-their existing
fleets of vehicles on the road
longer, with a view to ultimately
selling them off to employees

Naamsa will also deliver to the
mimster the results of recent re-
search that shows that the average
monthly sales of passenger cars
and commercial velicles alike had
sunk 1n the first quarter of 1986 to
their lowest levels in 10 years

Earher forecasts of 1986 total
sales had all had to be revised
downwards It was now agreed
that on current trends, ear sales
over the full year would sk to
no higher than 195000, the worst
since 1977, and commercial veh-
cle sales wounld drop to below
98 000

Overall, the mdustry now had
nearly 50 percent of its produc-
tion capacity standmg idle and the
combined labour foree had shrunk
from nearly 50 300 in 1982 to under
32 800

Sales of new trucks and buses
— one of the most sensitive of
all economic, barometers — had
plunged to their lowest levels
since the md-1950s
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The talks will focus on
» the plight of vehicle and
' component manufactur-
. ers fighting for survival
| i the wake of plummet-
Ing sales, and on the
|: threat of further unem-
ployment,

News of the talks came
as it was announced that
April velicle sales fel)
short of expectations and
it appeared that unless
action was taken to stim-
| ulate the industry, sales

were - heading -for therr
| lowest totals in almost a
decade, -

Mr Nico Vermeulen, di-
rector of the National As-
sociation of Automobile
Manufacturers (N aamsa),
said from Pretoria that a
package urging relief
i measures for the indus

| ted to the Government
Industry sources said

I - :

 Business Ednor & J&5.
VITAL talks will be held this
week between motor industry
| executives and the’ Govern-
| ment over the future of the
troubled industry.

this would be followed up
by a top-level delegation
meeting Government
Muisters in Cai Town
“within the next few
days” |

Expected fo top the
agenda are appeals for
the perks tax on cars to be
phased 1n more gradually,
anit for an extension to
hire-purchase repayment
pertods

Today’s Naamsa sales

figures showed that indus- -

txy hopes for a turnar-

ound 1n sales in April had
been dashed

Commercial vehicle
sales took the heaviest
pounding, with the 22%
drop in heavy trucks far
outweighing the small

~increase of 15% 1n pas-

hiad already been submf- * SEDgeT - car-.sales zcom-
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is facing bumpy ride

By RALPH JARVIS
Motormg Editor

THE South African motor
industry can expect a
“pretty bumpy three or
four years” as 1t fights its
way out of the present
slump in a “considerably
impoverished country”

This 15 the view of Mr
Peter Searle, managing di-
rector of Volkswagen of
South Africa, who was ad-
dressing motormg journal-
1sts at the launch of the re-
vised range of Passat
vehicles at Umilalazi on the
Kwazulu coast this week

Cornmeniing on the pros-
pects for the motor indus-
try 1n South Africa in the
near future, Mr Searle said
it was clear that several
difficult years lay ahead

“I guess there will be
some casualities if the cur-
rent situation continues:
he said

“We have additional
costs which have to be
passed on and the public
can't pay We are a consid-
erably 1mpoverished coun-

try compared with where
we were several years
a gu ”

Mr Searle said the motor
industry was very con-
scious that 1. e high prices
were retarding sales and
every effort was being
made not to pass on the full
cost to the customer

“That is why motor man-
ufacturers have been mak-
ing such substantial losses
First of all they realise that
if they pass on the whole
cost they will lose most of
their market and their
dealer orgamsations And
they obviously don't want
to do that

“So we try to soften the
impact by trymng, every
three months or so, io re-
cover a little bit and hope
the exchange rate doesn't
decline 1n that pertod”

Mr Searle said the rehef
measures announced on
Tuesday by the Mimmster of
Finance, Mr Barend du
Plessis would help to offset
some of the possible
INCreases

“But there 1s no guestion
whatsoever that prices are
golng to go up over the next
gix to 12 months A tempo-
rary respite 1s all we can
hope for”

Mr Searle said that in one
day the exchange rate
could, 1f 1t dropped, virtual-
ly scrub out the advantages
the Government had con-
ceded

“That 1s our major con-
cern and that 1s something
the Minister can’t do much
about,” he sad

“But he has heard our
problems and addressed
the major points we asked
him to consider

“The relief is very wel-
come It's as much as he
can do What's ymportant,
too, 1s that he's put more

money into the pocket of
the consumer

“South Africa’s prob-
lems, though, are more
than can be solved by hand-
g out more money What
we need 15 a turnabout 1n
people’s outlooks

“1t’s high time we South
Africans faced up to our
problems and said we are
gomng to make the best of
them

“Every country has 1ts
problems 1 arrived In
Europe and opened the Fi-
nancial Times, and the first
thing 1 saw was that at
eight umversities m Nige-
ria the police had clashed
with students and there
were 21 dead

“In Australia 500 000
workers were on a full
national strike

“Our problems are not
unigue Countries through-
out the world are facing the’
problem of the haves and
have-nots and major pol-
tical problems, yet we have
become the media event of
the century.

“But aparthewd 1s pract-
cally demohshed, thank
God We have got to be a
more just and equal
society

“The problem we have is
a question of getlng the
parties together, of being

reasonable people, We have
got to sit down together and
falk to one another. We
have to work out a way of

hving together, and we
have to convince the world
that we are determined to
work out our problems in.a
reasonable manner.

“It's not only up to the
Government, either, The
Government 1S wrong in
trying to take on the whole
responsibility itself. We all
have a responsibility, par-
ticularly those 1n business,
and we are doing a great
deal in this regard”

Mr Searle said the prob-
lems of economics had
forced South Africa’s motor
manufacturers to improve
their cost structures.

“The qualty mmprove-
ment of all manufacturers
i South Africa has been
substantial We're produc-
ing better quahty cars In
South Africa today than
most countries of ths
world, despite their autc
mation”
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SAMCOR, for the first five -
months of this year, held 19.3%
of the light commercial vehiele
LCV) market — an inerease

from 178% 1w the same perrod
last year,«

A Samcor spokesman told
Business Day although the LCV
market had shrunk drastically
1 11 the last two years, the seg-"
mentation kad remained fawly
I constant. =L = 5tadud &«

The firm was mest bullish of *
those interviewed, expecting
sales this year to be about 78 000

t
“Small pick-ups such as the -
J Ford Bantam and MMI Rustlet
currently account for about 15%
of the LCY market — shghtly
more than the 19% enjoyed by}
thas size pick-up 1n 1978/7% when
there were more marques on the
: ..EE.wmr -
, uw :H.Eumm
such as the w .
Ford Courier) have remawmed °* This was expected to become
steady at about 49% of the total
LCV market, with _.EE._uEmmw

& oay

L Ll ol Ty

y 17,8%

-1
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MELANIE SERQEANT

%EE 8% tn 1978 to 16% current-
¥. .

“Vans remaijn steady at 8%,
with many small and large pick-

ups being fitted with nmuaﬂﬁ
and doubling as panel vans”

The spokesman powmnted out
that the purpose-buiit four-
w1 Wheeldrive (4x4) market had
<% Y732 alge fallen rapdly with the col-
lapse of the rand, but d4x4
vehicles based on locally pro-
duced pick-ups were holding up

-

bl ) b3
“The other segment of the
LCV market, that of hight duty
trucks {usually derated medium
trucks of between 2-tons and &
tons) was never a mmajor con-
stituent of the market, but has
also dropped off from 3,6% in
1983 to 2,3% in 1984 and to just
under 1% last year,” the spokes-
man sad, , VPR T A

* = it
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]
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ﬂ_nw.:ﬁm {(1-tonners
azda B-Series and

an even less signtficant LCV
constifuent, with share falling to

showing g measure of growth about 05% this year, he said
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™~ “In 1975 bakkies held nearly 20%

“The'commercial market: hit<:

vehicles. -

by worst conditions on record

DAVID FURLONGER _

IF YOU chance on a happy
vehicle manufacturer, cage
him and save lum for posterity
The speecies 18 1n danger of join-
Ing the unicorn and cyclops as a

creature of myth —
Few manufaciuring areas have
suffered -&s much from SA’s eco-

nomic woes as the motor'industri;>

as

Vehicle sales have plumimeted

inflation, high interest rates, soar-—

1ng import costs, the declining rand
and political and economic uncer-
tainty have played havee with tra-
ditionza! buying habits

While the recent freezing of
perks tax has eased the pressure on
car manufacturers, no such breath-
1ng space is available for commer-
cial vehtcles

The truck and bus sector, in par-
ticular, 15 going through 1its worst
period on record Laght and
medium vehicles have not suffered
fo quite the same degree, but any
optimism i these areas s muted

Sumple statistics tell the story
Official figures for the month of
June since 1980 show how badly
sales have slumped.

Toyota projections estimate
total 1986 commercial vehicle

some relief to the light commer-
ctal vehieles (LCV) sector

As a result, 1t seems most manu-
facturers can look forward to some
growth in the near future. 4

Geperal Motors, which in the
10d January to May last year
eld a 14,98% share of the mhd
market, saw this fall to 10,25% for
the same period thisyear -  “

-

_ ‘The company is not as bullish as
Toyota m its projections for this
wmmu “We expect sales of about
2 000 units in thus segment this

. Yyear, rising to 81 000 next year)t -

Says a spokesmarr 1

- ]

L

1980 1931 1982 1983 faM 1885 1986
Leght commerciats 8338 9304 11334 10597 13161 6704 6880
Medwm commerceals ... . . 126 427 411 33 780 450 39
Heavy commercials. - . ... 1781 2518 1642 1338 1619 796 595

sales of 77000, compared with
85 000 last year ard 124 000 in the
peak year of 1981 If Toyota 1s cor-
rect, it will put the market back 16
yearg to 1970-when sales totalled
77765 ~¢ !

Nevertheless, there s some
cause for believing better times
are on the way

Recent manufacturing and eco-
pomic surveys sugpest a bottom-
mg-out in industrial activaty If this
15 the case, increased manufactur-
ing activity should increase the
need for transport.

Equally, industry officials be-
hieve many commercial vehicles
are due for replacement in the next
couple of years They say these
vehicles are at the end of therr use-
ful ives and 1t 15 no longer econom-
1¢ to repalr and upgrade them

Manufacturers’ attitude 15 re-
place now, rather than m 12
moanths’ time, when prices will be
much higher

Nationa] Association of Auto-
mobile Manufacturers (Naamsa)
director Nico Vermeulen says “It°

Some relief forecast

"GOVERNMENT’s revision of its
i perks tax measures may bring

_ MELANIE SERGEANT !

18%-20% of total vehicle sales

Volkswagen lifted its market
share 1mn the January-May period
from last year’s 641% to 7,43% of*
LCV sales It expects the LCV mar#<
ket to be between 73 000 and 75 000
units this year, with a ble in-
crease to between 000 and
80 000 units next year f-

“We only compete in the nunf+’
bus and half-ton pick-up sectors of
this market, which represents
about 37% of the total LCV mar-
ket” says VW’s Ronnie Kruger

These two sectors have been rea-

sonably stable in the recession VW
reckons the recent concession

of the total vehicle market. But package announced by govern-

with the introduction of locsl con-
rﬁm.m_r sales have fallen to between

b

-
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ment (10 terms of perks tax), will

further stimulate these sectors,
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has been estumated that a substan-
tial number of commercial
vehieles, mainly HCVs, need re-
placement 1n the next 12-18
months They may have been re-
conditwened for years, but it can
only be doae for so long

“In additwon, there have been
technological advances in new
vehicles which would reduce fleet
operating eosts and make replace-
ment more attractive These
should all underpin the market "

Nevertheless, he remains pess)-
mmustie about the chances of recov-
ery 1n the HCV market.

“That would depend on geperal
economic conditions You need 6%
real economic growth before we
are back to the levels of the late
1970s and early 1980s I doubt if
that could be achiaved in the next
few years.”

The medium commercial mar-
ket has remained relatively resil-
1ent, albeit off a small base One
reason has been the tendency for
cash-strapped operators to buy
down from traditional heavy

Most optimism is reserved for
the LCV market, where bakkie and
mitibus sales remamn fairly resil-
1ent.

Mimbuses, particularly, are seen
as a major future market It 15 esti-
mated a recent finance agreement
between Wesbank and the SA
Black Taxis Association {Sabta)
could increase szles by 20%

Toyota marketing director
Brand Pretorius warns, however,
that imtial financing 18 only half
the story “A bigger stumbling
block has been insurance An inde-
pendent taxi operator may be pay-
ing up to RE 009 a year 1n insurance
for his comb1

Asked what arguments he would
use (o persuade a potential buyer
tc purchase a new LCV Pretorius
said “The general level of political
confidence 15 better and this af-
fects the economy

“Alsq, trade-in valves of LCVs
are better than the average user
might expect. Interest rates are
lower, and prices will increase 1n
the next few months because of
cross-rates agamnst the yen So
betier to buy now And the new

eneration of pick-ups i1s improved

i the comfort and technologi-
cal point of view "

for the LCV sector

P ek A= o el o T —

espectally the hght bus market.

“We are reasonably confident
we will be able to attain a 40%
share of the mini-bus market by the

end of thus yedr,” Kruger says.

Nissan held 18,78% of the LCV
market between January and May

last year, and seen this rise to
22,29% in_the Ysame period this
year g~ - iy g, -
%E %.”. forecasting EW “wan—..u..
sales, the company expects figures
to drop to 74020 umts But next
ear is seen m: a more positive
ght, with sales recovenng to
about 88 650 units. 4 .t

Says one Nissan source. “The
LCV market 1s expected to dechine
by 13,18% from 1935 to 1986 This
compares unfavourably with the
medium commercial vehicle

- - -

Eery

(MCV) market — with gross
vehicle mass of between 5 031 and
7 500kg — which is normally the
least atfected by a depressed eco-
nomy We see a smaller decline in
MCV sales. n o |

b 3
“However, we expect a recov
in the economy In 1987 and ﬂm_mw
this mmhmnw und, both Hmmwmn
segments will experience positive
growth durieg 1987 ., «» ¢~
“The MCV market segment ca-
ters mainly for the business sector
and a recovery in the economy will
stimulate this segment. -
“Nissan 13 represented in both
the LCV and MCV market seg-
ments and is planning to remain
heavily active in them. Current
model hne-ups will be kept and/or
replaced with new models during
the next 13 months,” he says.
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LCY factories still
at 55% capacity

MELANIE SERGEANT

LIGHT commerctal vehicles (LCV) tave fared rela-
tively well through recent tough financial times.

According to National Automobile Manufacturers
Association (Naamsa) head Nico Vermeulen, LCV
factories are running at about 5% capacity com-
pared with the 43% average of the heavy commetrcial
veluele manufacturing sites

He points out that the LCV sector 15 an exceptional-
1y competitive ope From the heady 121 271 units sold
1 1981, Toyota this year forecasts sales to fall from
last year’s 85 261 to about 76 000 umts,

LCV market leader Toyota in the period Jannary to
May this year held a 40,3% market share compared
with 39,6% 1n the same period last year

Marketing director Brand Pretorius does not ex-
pect the segmentation of the LCV market to change
dramatically over the eorming years

“About 30% of 4x4 vehicles are bought for private
recreation The economic downturn has led to a drop
in private disposable income, which has a negative
effect on the size of this segment. The position 1s not
expected to 1mprove next year,” he says.

Already the 4x4 sector’s share has dropped from
w.ww of the LCV market 1n 1984 to a forecast share of

He expects the bus market to grow with the shift
from 10-seater to 16-seater buses taking place as the
change in taxi legislation takes effect. “The share of
the hus market is forecast to inerease from 16,1% 1n
1985 to 17,5% of the LCV market thas year

The panel van market 1s expected to remain at a
slightly lower level as sales are influenced by the poor
state of the economy -

Pretorius points out that the 1-ton dresel market
segment — popular among farmers — has shown
growth due to relatively good harvests in some areas
of SA. “Sales have also improved because of the
introduction of mmproved products, including more
powerful diesel engines such as the Hilux 2 400 This
sector’s share has risen from 10% 1n 1984 to a forecast
share of 15% 1n 1987"

The largest sector of LCV sales is enjoyed by the 1-
ton petrol pick-up, and this 15 expected to remain at
similar levels to 1985 about 36% of LCV sales, .

The 1 300 ~— 1 600 half-ton pick-up segment is ex-
pected to show a slight merease in popularity “It
provides private and fleet buyers with a less expen-
sive alterpative to larger pick-ups Thelr share ig
forecast to be about 16% of LCV sales 1 1887,” saysg
Pretorius . . ;
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SA has been known for quite a while — SA
Wimpy was franchised in 1967 and has an
annual group turnover of R60m — the fran-
chising concept only recently began to take
off in earnest The Standard Bank’s Small
Business Development and Advisory depart-

ment (SBDA), for example, has financed 94 |

franchisees over the past three years

A major reason for businessmen jumping
on the franchising bandwagon 1s the reces-
sion “During a recession, more and more
people go for franchising or direct selling
simply to survive And the franchising mdus-
try will recerve further impetus from govern-
ment’s policy to deregulate small business,”
says International Franchising MD Noel
Wilhams.

Many retrenched businessmen — espe-
cially in the 40 to 50 age group — with some
capital reserves opt for their own businesses
““Many choose the franchise option because
1t carnes fewer risks,” says Collins

251 il

KOOS SMITH

The r

Koos Smith is execn-
bl tive officer, quality
~4Y "™ control, at BMW,

With manufacturing losses 1n the motor in-
dustry projected at more than R1 billion for
1985, and with even worse sales expected
1986, SA’s surviving car manufacturers now
know that industry rationalisation 1s the only
way out of their predicament

Surviving companies will obviously benefit
from rationalisation — but I do not think
that government must enforce this Market
principles must decide who will remam, who
will disappear and who will amalgamate

Industry misfortunes are evident from
sales statistics The 1985 passenger car sales
of 205 000 were well below 1973 sales of
220 000 — while our projections for 1986
show even further drops 1n sales Although
June sales figures show a 14,65% improve-
ment on May (see Naamsa tables, FM July
18), total sales for the first six months of the
year are still 15%-16% below the 1985
figure We project total 1986 vehicle sales at
about 180 000 — or 12% down on 1985

S0 1If government should not interfere, so-
lutions must come from within the mdustry
-— and the market 1s already sorting out the
problem

With the industry under tremendous pres-
sure, the shaking-out process has started
Leyland, Alfa, Renault and Peugeot have
left or decided to leave the market Ford and
Amcar have merged. Everyone 1s talking
rationalisation — whether by merger, clos-
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ationalisation

The latest franchise — which began oper-
ating m June — 15 the tyre service network of
86 dealers, Supa Quick Sponsored by Fire-
stone, it 1s the first nationwide franchise of
tyre dealers

Apart from an mmtial franchising fee of
R5 000, each dealer contributes a percent-
age of monthly turnover to national advertis-
ing “Individual advertising and operating
costs have been reduced to a mmmmum,” says
Supa Quick franchise manager Gavin Kock-
ott

He adds “The new operation gives
franchisees an opportunity to perform on a
group basis, with added financial muscle

Blacks are also becoming increasingly in-
volved 1n franchising — a move favoured by
the Nattonal African Federated Chambers
of Commerce (Nafcoc) “It enables small

businessmen to operate independently, yet
with the backing of a financially sound

franchisor,” says Nafcoc treasurer Sy Kute-

=N T

——

ing shop, co-operation or takeover
But much more will have to happen as
manufacturing capacity is stil far in excess
of shrinking market demands
O Current production capacity of 600 000
vehicles a year will not be achieved within
the next 10-15 years,
The economy remains 1n the doldrums —
and, at present production rates of 14 000-
15 000 units a month, more casualties are a
certainty, and
Funds for new models — about R100m
for each series — are ne longer available
Rationalisation will have positive and neg-
afive impacts on the motor industry On the
positive side
Manufacturers will have bigger trader
networks and improved market penctration,
Umt volumes for remamning manufactur-
ers will increase, leading to improved capa-
city utihsation and profitability,
Improved utilisation will lead to de-
creased production costs,
With greater volume production of
smaller component varieties, component

manufacturers will achieve reduced costs
and increased profitability, and

Merchants w:ll score from higher turn-
overs and increased profits, while obtain-
ing larger market shares

Bui rationahisation will also lead to major
structural changes in the industry and the
whole communmity Some of the unpleasant
side-effects
[J More factory workers will lose their jobs,
Certamn areas — Iike Port Elizabeth/-
Uintenhage — will suffer
Increased transport costs to the PWV
area will make component manufacturers 1n
traditional car manufacturing areas like Port

Ehzabeth/Uitenhage less competitive and
less profitabie,

ption

mela _I

Leading the sector 15 the first black fran-
chise — Chicken Upeo, owned by Makana
Tshabalala He recently sold two franchises
at R10000 ecach, to be operated from
Tembisa and Orlando West Each franchisee
will pay him royalties of 5% on gross sales

*Chicken Upeo was started 1n 1983 with a
loan from the Small Business Development
Corporation Qur setting up costs were
R122 000, but annual turnover already
reaches several hundred thousand rand,”
says Tshabalala *“So far, 30 busmessmen
have indicated 1interest in buying a franchise
and we plan to expand ”

Benefits of franchising far outweigh poss:-
ble disadvantages

“But before buying a franchise, 1t is 1n-
portant to check out all credentials,” says
Williams “Special legislation 1s necessary to
minimise malpractices,” adds SBDA fran-
chise manager Malcolm Kietzmann |

" - . . -
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Consumers’ model choice will be reduced,
Some merchants will lose their agencies
— for example, should groups hike Toyota
and Nissan decide to merge, and
More multinationals might decide to
leave SA, with a resultant loss of foreign
technical expertise

But there are also some less radical forms
of rationalisation, which would nflict less
damage on the economy and could even 1n
the longer run — with the next economic
upturn — benefit everyone
Manufacturers could save costs by decid-

ing to limmt their model series,
[0 More efficient manufacturing methods
— like robots — could be introduced, while
better manpower utihisation would improve
productivity More effective traiming of tech-
nical staff 1s a prerequisite for survival, and
Improved quality control would enhance
productivity and reduce costs

Whatever the outcome, further industry
developments could also lead to more local
technological development and manufac-
ture

Lighter vehicles and engines would de-
mand 1mproved manufacturing technology
The industry 1s also being forced to use
expensive robot-controlled measuring instru-
ments, while complicated electronic systems
demand the development of new formulae to
encourage local manufacture

Local component manufacturers will have
to adapt to these technological developments
and produce more exact components — de-
manding more sophisticated manufacturing
plant and management

The growth of new electromic industries
will follow, while technology transfer from
mother companies will remain essential
Closer co-operation between component and
vehicle manufacturers will also be necessary
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by an average 7
' The Arglus Cnrréspnndér;t /72 )

PRETORIA. — Ford’s entir ge

light commercials 15 to rise by an averdge seven
percent with 1mmediate efiect

7 -

. “The 1ncrease )s 1n line with the rest of the motor
'industry, most of whom have announced:increases .
, during the past few weeks N
' “Udrord’s cheapest model — the Escort 1300L —

N now costs R12 065: an mcrease of R1515 — without |
'iGSfT ' t oy | . I r*f o T \

" Ford's popular  Escort 1600, Sport. now -costs
'Ri4 035, while the Sierra 2,0GL, a favourite with

-.h...r'q

fleet-buyers, 1s R18 280, an imcrease,of R2255 -

9

" The most expensive model in the Ford range 15«
the luxurious 3,08 Granada Ghia automatic, which
will now cost R37 245, an increase of R4 710,

. The creases are blamed on-inflajion, the rising .

L]

cost of raw materials and the continuied. poor per-

“formance of the rand agamst the dollar Jf .
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Slerra plant
Is to close

F

[ —— .

Sameor sard production of Sicrra would continue at
{

NS

-
¥ By LOUIS BECKE%LING
‘ Business Editor

SAMCOR is to shut down the
former Ford Struandale assem-

bly plant in the second half of
the year — and an estimated |

950 employees will then lose
‘ their jobs.

The deciston to close the plant, confirmed in Press
release today reverses plans at the time of the official
Ford/Amear merger in Jannary, 1985, for the plant to
| preduce Sjerra passenger cars until the end of the

model's natural hfe cycle, or t1ll the end of the 1880s

The resuit of the decision is that production of the
Slerra, as well as the other Ford vehicle being made 1n
PE, the Bantam, will be transferred to Sameor’'s as-
serbly plant 1 Silverton, Pretoria

“The Samcor €ngine plant is not affected by the
mmove,” sawd an official Sameor Pressrelease dehyered

tt0 the Everung Post today by public relations manager
Mr Ruben Els :

This plant 15 also located in Stroandale

The statement attributes the decision to advance the
shutdown of the Struapdale assembly plant to “the
continuining depressed state of the South African eco- |
nomy, particularly the automotive sector”

Quoting Sameor's managmng director, Mr Spencer
Sterling, the statement explains that a decision to
transfer production of the Sierra to Silverton was the
main reason for the closedown of the assembly plant |

Sameor was organised, and we deeply regret having to
take it, the directors of Sameor have no chojee but to
adapt to the continuing depressed state of the auto-
\ motive industry and reduced prospects for an upturn i
~the short- to medium-term,' Mr Sterling sald

greater productivity” }

“Approxunately 950 hourly and salaried emplovees
will be affected by the elosing of the plant,” Mr Ster

“-HE said {hﬁ' Els explained this meant these workers W T
- - = o~ = would be losing therr Jobs ) *

“Sameor will work closely with our employees, the
unions, and commumity Organisations in Port Eliza
beth in order to safeguard the interests of thege
employees to the maximum extent possible, added Mr
Sterling

® At the time the merger between Amcar and Ford
was officially announced on January 30 last year,

Struandale until the model was discontinued

. However, in an interview 1n June with Business
Post, Mr Sterling evaded a question on the future of the
Sierra and the Struandale assembly plant.

“If you ask me Is that going to continue for ever, the
answer would he, I don't know

“Obviously this would depend very much on the

utilisation that we get out of facillties at our disposa}’
said Mr Sterling
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Farewell to Fords

The guillotine has finally fallen on Ford’s
Struandale assembly plant 1n Port Elizabeth
On Thursday Samcor executives faced 950
workers at the plant to tell them that they
will be out of work in the second half of this
year.

With industry losses of R1 bilhon last year
and dismal prospects for at least the next 18
months, further major rationalisation was
inevitable. Samcor’s announcement of the
closure of the Struandale plant, which assem-
bles MMI’s Rustler and Ford’s Sierra and
Bantam, is the most logical move after
Ford’s trek north to join Samcor.

Struandale’s assembly operations will now
move to Pretoria’s modern Silverton works.
‘The closure date has not been decided, but it
is slated for the second half of this year

This leaves only Ford’s engine plant —
also at Struandale — still in the eastern
Cape, after the final closure of the Neave
plant — which assembled the Escort and
Granada — late last year. The Neave clo-
sure cost 1 700 jobs

When the Ford/Amcar merger was origi-
nally announced there were plans to keep
Struandale operational. But late last year 1t
seemed it would become yet another victim
of the industry’s agony

The deeper-than-expected recession made
more urgent Samcor’s need to consohdate its
assembly lines into a lower-cost production
base in the PWV Scattered assembly lines,
of course, would also make nonsense of Sam-
cor’s heavy investment in factory automa-
tion.

The decision to close Struandale was made
late last year, but, the FM understands, the
announcement was delayed while last-ditch
efforts were made to save 1t.

Certainly, investment pressures from

Samcor's Sterling ...

Samcor shareholder Anglo American and
Ford will ease once the move to Silverton has
been completed.

PE was anxious about the Ford/Amcar
merger from the start. The area has lost
more than 5 000 motor industry jobs since
1982 and there’s always the threat of further
retrenchments from assemblers and compo-
nent manufacturers as margins are squeezed
harder.

Samcor MD Spencer Sterling takes strong
exception to talk of a strategic withdrawal
from PE *“Blaming Samcor for its historical
base in Pretoria 1s nonsense,” he says.

And he stresses that the recently moder-
nised Struandale engine assembly plant will
not be affected by the move. But 1t could still
be threatened by cost pressures. “If it be-
comes no longer cost-effective to assemble
engines in the eastern Cape then we’ll be
forced to look to importing them and making
up the 66% local content level with more
local bodywork and ancillary equipment.”

Sterling’s adapt-or-die blueprint for SA’s
motor industry has not been popular with
other manufacturers Many see him running
for hugh ground by calling for wide-ranging
reforms to cover Samcor’s own shortcom-
ings.

But temporary plant closures, layoffs,
white-collar retrenchments (90 at the end of
last year) and production schedule cutbacks
to lower stocks, have done little to ease the
industry’s misery

Sterling reckons SA’s motor industry will
be at a watershed until at least mid-1987
“This year’s motor market will be more com-
petitive than ever,” he says, “and we are

looking to new models as our major sales
drawcard.”

This will include an all-new Mazda 323

revising the options

. il

and a facelift for the 626 Ford’s Sierra will
also be revamped this year and MMI and
Ford dealers will get a new range of light
commercials

Ford’s Escort comes to the end of its prod-
uct cycle in mid-1986 and will be replaced by
the Laser. Sterling hopes Ford's new line-up
will finally scotch rumours about the com-
pany pulling out of SA

Samcor still has a long way to go before it
is out of the woods

But it is clearly acting with a determina-
tion which other motor manufactures would
do well to note.

RAIL CONSTRUCTION| 2
Who pays? -,

Sats has taken a policy decision not to use its
own cash to build new railway lines or extend
existing routes. Inevitably, the move has
placed urgently-needed new links in j
dy.

Sats plans to seck
from other sources Th

ey

ties and the private sedtor arg possibilities.

But the chances of the RS(s being in any
position to bankroll ney suburban railway
lines, especially in the early days, are remote.
Thus, with private secton ifiterest unlikely, it
means that central funding 1n one form or
another will have to be found for such new
capital projects

But this, of course, would make a mockery
of Pretoria’s aim to de¢volve financing power
to local authorities by forming RSCs in the
first place !

Financially, the ‘move makes much sense
for Sats whose railways arm 1s slated to lose
around R1 billton 1n the current financial
year. These losses are the main drag on Sats’
overall performance,

The new policy 1s bad news for industries
which rely heavily on rarlway contracts be-
cause work will be delayed until alternative
finance is found. !

One of the first victims is the R350m plan
to nearly double existing hnes on a 15 km
stretch east and west of Johannesburg sta-
tion, between George Goch and Langlaagte
(FM August 9)

“Work on the hne will begin only when
finance 1s found,” affirms Sats’ chief direc-
tor (Passenger Services) Hendnk Ha-
mersma.

On paper, at least, the extra lines should
be operating by 1990 when, Sats estimates,
traffic along the line will have increased

19k
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£~ :NEW car sales in December hit FURLONGER
k<> 219170 — the second highest monthly oAV -
L “fioure m 1985, 2,87% on November to 7 253,

b According to National Association of Conditions i the truck and bus sector

br
& o .
i ~Automobile Manufacturers of SA Temained under pressure December

;+n (Naamsa) director Nico Vermeulen, the S2les of medium commercial vehicles
o - mprovement was due to pre-empfive Were down 2,6% on November to 447,

£*= buying toavoid price increases, renewed  and heavy commercials down by 11,4%
s replacement demand, reduced financing 10 746

« «costs and easter credit instalment  The final annual figure confirmed the
¥ _ _terms. acknowledged fact that 1985 was a bad
- " December’s sales were 9,5% up on year for vehicle manufacturers.

; November’s 17 501 and 8,6% on Decem- New car sales, down 24% on 1984,
§—-ber, 1984 were the Jowest for eight years Light,
» Light commercial vehicle sales rose  medium and heavy commercial vehicle
¥ sales dechmed by 273%, 1647% and
- ] 22,3% respectively.

Heavy truck-and-bus sector sales of
10430 in 1985 were the lowest for 22
years,

Vermeulen said he expected recent
official moves to restimulate the eco-
nomy — imcluding lower interest rates,
relaxation in credit instalment terms
and tax relief measures — to underpin
demand for new vehicles at current lev-
els and provide a base for modest
growth this year,

He expected monthly sales of new
cars and commercial vehicles to
unhprove gradually and predicted 1986
car sales could reach 215 000, compared
to 1985's 204 322,

Demand for commercial vehicles
should also firm slightly, said Vermeu-
len, and combined commereial vehicle
sales should exceed 110 000, compared to
101 005 in 1935,

Naamsa president Peter Searle said
the vehicle market had bottomed out in
mid-1985, and a mild recovery was in
progress.

He warned, however “As with most
forecasts of this nature, a prerequisite is
a stable rand and no er deteriora-
tion in the socio-political environment in
Southern Africa

“Giiven these pre-conditions, a modest
1 | improvement in car sales is forecast for
| 1986, with the market likely to respond
positively fo the re-stimulation of the
economy, especially during the first six
months of the year.”

He said vehicle prices still did not
reflect the full effect of exchange rate
developments and high cost of imported
components.

“The price of cars is, therefore, likely

to increase by more than the local infla-
tion rate in the year ahead.”
[ The 10 best-selling cars in 1985 were
Toyota Corolla, VW Golf, Toyota Cressi-
da, Honda Ballade, Mazda 323, Opel Ka-
deft, Ford Sierra, BMW 3-Series, Ford
Escort and Nissan Langley/Pulsar,
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General Motors Chairman Mr Roger
Smith says the white-minority govern-
ment 1n South Africa seems to be will-
ing to move away from apartheid but
has been plagued by “bad luck™ 1n 1its
timing

Mr Smith, chief of the world’s larg-
est manufacturing corporation, 1s co-
chairman of a new corporate lobby
called the US Corporate Council on
South Africa urging an end to South
Africa’s system of racial discrimina-
tion

He said 1n a recent interview that
GM would ‘maintain 1ts business 1n
South Africa'because disinvestment
would nozmﬁ_ﬂnm an “abandonment”
of 5 ooa..ﬁci.ﬂmum apd mmc ﬁ_mmHmum

1= h___..._w_..

Asked m. mﬁmmé mﬂw ﬁnm:Em reac-
tion wEE ithe South African govern-
ment to the council’'s lobbying for
change, Mr Smith rephed ‘“Not right
nowl havent”’

But he sighed and added “They
seem to-try to want to do the right
thimg but they seem to have an awful
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lot of bad luck on their timing, awd
they seem to be having trouble just to
get done what _“:mw. want to do So
that’'s where we H.m trying to see 1f
maybe we can help ”

e

From RICHARD WALKER
1n Detroit

Fr

Mr Smith and ex-Treasury Sec-
retary Mr W Michael Blumenthal,
chairman of the Detroit-based Bur-
roughs Corporation computer mantu-
facturer, another major US investor
1in South Africa, formed the US Cor-

porate Council on South Africa a m.mEp
months ago

. The GM head said the council had
recruited almost 100 chiéf executives
of firms which do business 1n South

§

JAfrica to support businessmen who

are pressing Pretoria for sweeping

) changes

Many observers took the formation
of the council as a reaction to the swft

i
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_L
E of the US anti-apartheid move-
ment since late 1984 The movement
has stepped up pressure on compan-
1es which do business 1n South Africa

and targetted Shell Oi1l this month for
a consumer boyeott

Anti-apartheid activists calling for
withdrawal of investment in South
Africa have accused GM, Ford, Bur-
roughs, IBM and Mobil of belng
mainstays for the nation’s economy

However, Mr Smith said his group
was motivated to jump i1nto the fray
because of concern over the wave of
unrest and violence which has swept
black townships and other parts of
South'Africa Majorcorporate leadéers '~
in South Africa have made unpre-
cedented calls for black rights e\ dae

Mr Smith said there ‘had beeh a
“groundswell” of support among
American corporate exeeutives Ew
joined the lobbyito -help work:f

““peaceful change” in Solith Africa

“I'm not quite sure what the basis
for our optimism 1s when you pick up

SEoatcn oollse.
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the papers, _u_.; I honestly think we
can be a vam:Em force down there
Businessmen are optimistic by their
nature or they wouldn’t cm 1n bhusi-
ness,” he said

The outcome of the struggle be-
tween the white government and its

black opponents 1s “very important to
us because we want everybody to be
winners ”

“The worst:thing that 1 always say

can happen 1s you get r1d of apartheid
and everybody starves to death be-
nmﬂmm sthey've got such a deep depres-
sion,” Mr Smith said

The US corporate, chiefs are sorting.
out their GEEB on how to support
nrmﬂmm in South Africa, including

What could be Qmﬂ%manﬁ “apartheid’,

H -
and “what can’t be done b e LTRIT

Ei T
But Mr Smith rulediout :mEz_n acéz

Sitthere to Hmwoﬂ ston€sat Pretoria ”

f
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“We wantto wori-within the system

- F .

on a non-confrontational basis to be
as helpful as we can” — Sapa-BNS_
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By LOUIS BECKERLING, Business Editor

GM in PE
to stay

r Yot azlle.

— White

GENERAL MOTORS is in Port Elizabeth to stay and no mergers
or agreements have been concluded with any other South Afri-
\nan manufacturers.

This emphatic assur-

% ance was issued by GM
managing director, Mr
Bob White, in a Press

1

s

statement today, and
repeated at the first GM
dealer council meeting of
the year in Port Eliza-
beth

Finally dispelhng insis-

tent rumours that GM
was considering either

disinvesting from South
Africa entirely or relocat-

ing its manufacturing
plant to a merged opera-
tion on the Reef, Mr White
sald neither would occur

“General Motors wish

es to reiterate that it has
no plans to disinvest its
South African operation

or cease operating in Port

{ Elizabeth,” he said.

“Due to the contracted
market, the poor exch-
ange rate of the rand
against other currencies,
and an over-populated
vehicle market with its
hgh number of manufac-
turers, we have looked at
certain alternatives™

These alterpatives
were 5ought to improve
short- and medium-term
viability, “and included
discussions with other
manufacturers”

“However, discussions
have not resulied in any
agreemeot or arrange-
ment with any manufac-
turer,” said Mr White

Pointing ocut that Gen-

i eral Motors was the

world's largest vehicle
manufacturer, Mr White
significantly underlined
that the South African

spbsidiary was “backed

Mr BOB WHITE
by unparalleled res-
ources, and we will con
tinue to bmld on our suc
cess”

“In the difficult year
just concluded, we im
proved our market posi
tion to third place with a
market ratio of 113% —
the second highest in nine
years,” he said

*Spearheaded by the
popuiar new Opel Kadett
P-cars, 1ntroduced 1n
May, 1985, and the highly
cnceessful  Isuzun range,
we have a passenger car
and commercial vehicle
range offering which is
second to none in South

Afnca

“with the wathdrawal
of several manufacturers

1n 1985 we are well placed
to attain improved sales
and ratios through our
well established organ-

jsation

“During 1986 General
Motars will be celebrat
ing its 60th anmiversary in
Sauth Africa

“We fully intend to con
tinze working bhard to
earn the confidence and
trust of the South Afriean
motoring public who have
supported vs so well over
these many years”

GM public affairs
Spakesman Mr Peter Sul-

livan sz tm
of GM dealoranas & cop

lar, scheduled m at
which product develop
ment plans for the year
ahead wauld be discussed
together with other
issues such as the com
pany's motorsport pro-
gramme for 1386

ment to staying

However, the message
regarding GM's commit
in Port
Ehzabeth and South
Africa, he said, would also
be emphasised at the
meeting

® A R73,3 million take-
over by GM of the British
high performance car
group Lotus was annou
nced in London yesterday

GM said Lotus would
retain Its independent
identity and British man
agement, which has guid
ed the company to a long
string of successes In
international motorsport

The US company said
Lotus would benefit from
“GM’s vast resources and
would have greater
seope

The assurance 1ssued
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GMSA’s
| pledge
10 stay
7/ |seen as

big boost
I{ @ From Page 1 |

by (M would renew con-
fidence in Port Elizabeth
the Mayor, Mr Ben
Olivier, said

Reacting enthusiast
cally to the statement by

J { Mr White, the Mayor said

he was pleased to hear
the posityive attitude

which the company had
shown

It was as if a “dark

clould " hanging over the
city bad cleared

“On bebhalf of PE and
all its people, I wish to
thank GM for 1ts contri

bution over the past 60
years and for its rom

mitment to the future of
PE and 1ts people

Mr Olwvier said PE and
GM had been synony

mous for s1x decades and
he was happy that the as

socration would continue

*“The confidence shown

by GM will reach through
to most other businesses
and mndustry 1n PE

dence n the city and gen-
erate a change in atfi
tade, frnm pessimism to

the f.utu.ﬂ E and bope for
® Editoria commeéent

“It will renew confi ’ ]

\ — Page 12
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- GM, British Leyland talks go on

End result
beneflt firms’
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‘SA operations -

'+ NEGOTIATIONS in Britain between

General Motors and British Leyland

" could spill over into the companies’

{ - South African operations.

Leyland sources sa
operations in South
be incorporated
“Synergy does exist between Ley-
land and GM. If we were to operate
jointly here, we would have the most
eemprehenswe range of commercial
vehicles in South Africa,” said a senior
Leyland source,
M information director Ron Theis
said discussions between the two c?.m;‘
1o

the companies’
ica could easily

ATy i M

ALAN RUDDOCK and v
iAN HOBBS ,u

limited to any one area”,

But he added: “There has beén no
conclusion to the discussions and until
that happens it would be premature
for us to Iglesculate on the outcome.”

New British Trade Secretary Paul
Channon faced an an House of
Commons on Monday when he cen-
firmed that negotiations into:'G
takeover of Leyland’s truck and!ieng-

a -

LTI

Rover divisions had reached

ev;enbed stage”. .
$+sggbabour and Liberal opposifion I\EPS

-2 gecused government of cevertl “rals-
*--———-—-—-—---—'-ﬁ--"—-—-‘mlljhg(the stars and stri

~andstrategic areas of British indiis

. OVer, wtal
andjfselhng our industrial streng

" jobilots”, ga

\Channon said the negotiations were
aimed at creating-“an international
eempetltwe commercial ; jindust
hut*that it was’still too earfy-— to tell if
the*talks with General Motors would
lead’td a potential equity stake, acqui-
31t10n or merger. ' N

He said separate talks were urider
way with Britain’s Laird group about
the takeover of Leyland’s less-makmg
bllS dlv.lSlUﬂ IR | JH I

MPs are still awaltmg a cenfinna- ‘
) tlen ‘or denial.of a.Press report clann

ing‘that the giant Austin. Rover car
dmsien ~..which - em taﬂleys 40 000
workers — eeuld be

links' with Leylands s

usfrs,

en, over by
[~ General Motors eraI-Ienda of .Japan,

Honda alreadyshas: manufactunng .
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Market of 298 000 predicted /2 /s%%-

MOTOR sales will fall further this
year, according to the University of
Stellenbosch’s Bureau for Economic
Research (BER).

In its latest quarterly review of trade
and commerce, it says the motor indus-
try “is expected to experience its fifth
consecutive annual decline in sales dur-
ing 1986”.

The BER expects real consumer
spending to decline in the first quarter of
the year — with mcreases m spending
only possible in the last three quarters —
and sees a 0,5% fall in total real private
consumption expendifure,

-This gloomy .outlook for the motor
industry is supﬂorted by Samcor market
estimates. Spokesman Roger Houghton
says Samcor expects a total vehicle
market of 298 000 — 200000 passenger
cars, 82000 light commercials, with
medium and heavy commercials mak-
ing up the balance,

However, there are a number uf posi-
tive factors for the industry this year.
The continuing strenghtening of the rand
will alleviate the massive foreign ex-
change related add-on costs manufac-
turers suffered last year.

The steady relaxation of interest rates
has helped offset last year’s:price in-

RUS DAY

Sees
for motor

[ ALAN RUDDOCK l

creases and there is hope the “replace-
ment factor” will stimulate sales.

The last quarter of 1985 indicated re-
lacements were stimulating the mar-
et. Consumers, who had delayed pur-

chases for as long as possible, were
drawn back. Their vehicles needed to be
replaced and if they did not do so,;there
was a danger they could not afford to in
the foreseeable future oot

Economist Tony Twine of Econome
trix differs with the BER and Samcor
conclusions. He believes passenger
vehicle sales will improve about 10%
this year to 220 000, with commercials
contributing a further 112 000.

“There should be an increase in dura-
ble goods spending this year — it cer-
tainly could not be worse than 1985. Per-
sonal transport equipment accounts for
about 40% of durable good spending In
an average year, but it was severel
down last year to about 36%, althougg
the final figure will not be known until
the Reserve Bank bulletin is released.

“The past seven-year average 18 40%
and if this is achieved this year, it frans-
lates roughly into a 10% increase in
passenger car sales,” he says.

M
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WAGE increases and new
minktnum rates for guto-

mobile workers in the
Eastern Cape became ef-

fective at the beginning of

the month

Workers at Ford, Gen-
eral Motors, Volkswagen
and Mercedes Benz re-
ceived wage increases
ranging from 16c an hour
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an hour.
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ase plus
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workers

acts w
And their minfioum closed in a statement re- He said they were the
rates of pay were Jeased today by the result of negotiations on
increased from R2,70 an regional secretary of the the Industrial Council for
hour to R3 an hour for National Automobile and  the Bastern Cape auto-

unskilied workers.

i /7oA

Alhed Workers’ Umon,

mohile industry, for

[y

new

- 'x

“wage increases in line
with the principle that
wages be adjusted every
six months to offset the
rise in the cost of living

over the previous siy
months”,

The agreement was !
reached with the Ep

Automobile Manutactyr. |
ers’ Association
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Predictably, the Board of Trade and~ledus
tries’ (BTI) proposed local content pro-
gramme for the truck and bus industry re-
ceived a somewhat chilly reception from
manufacturers when the two sides met to
discuss the issue last week.

The main concern about the BTT’s propos-

als is that truck-makers already sourcing
from Atlantis Diesel Engines (ADE) could
still fall a long way short of the BTI's pro-
posed 40% munimum local content require-
ment for trucks and buses. This would lead to
financial penalties, adding to the already
high cost of vehicles.

No one is saying much about last week’s
discussions {Business March 7), but the FM
understands that the vehicle buwlders want
the programme to be delayed, at least until
they are out of the current sales slump.

So far, says National Association of Auto-
mobile Manufacturers of SA (Naamsa) di-
rector Nico Vermeulen, “nothing has been
finalised, but we hope the BTI will eventual-
ly rewrite some of the proposals.”

The manufacturers are critical of the
BTI's aim to introduce the local content
programme as soon as possible. The industry
wants a two-year moratorium, maintaining
it cannot afford the hgh cost of mncreasing
local content when truck and bus sales are at
a record low. P

On this 1ssue, the industry hopes to meet
the BT1 halfway with a “no-hurt entry level”
to shelter manufacturers from financial
hardship as the local content programme is
applied. This could probably be done best by
mitially reducing the local content demand,

Broadly, the BTI wants current protection
measures on locatly built engines, gearboxes
and other components to be replaced by 2
dual mass/value local content programme.
The target is for a 50% local content level by
value for heavy trucks over 3 000 kg and
shghtly less for medium commercial
vehicles.

For the best reasons, the BT1 wanis ADE
to feel the breeze of competition by dropping
existing ad hoc protection in favour of a
uniform system. But government could find

sicelf shooting ADE in the foot if it attepts
the BTI’s proposals in their present form.

On paper, ianrufacturers will have little
difficulty 1n meeting the BTI’s minimum
local content level if ADE and AS Transmis-
sion and Steering components are counted as
100% local content. But, as the BTI propos-
als stand, they do not because the local
content of ADE engines varies from 10% to
more than 70%.

If ADE engines were deemed 100% local,
most truck and bus manufacturers would be
more than halfway towards meeting the new
requirement. On the BTI points system, .
however, an ADE engin¢ with only 10% loFal
content would score only 2,5%-3%, leaving
the minimum local content level nowhere 1n
sight. t
l g’%he industry wants a common points rat- %

ing on engines (preferably 100%) so that !
manufacturers are not penalised for buying =
an ADE engine with a high percentage of i

foreign components. , '
Engnes aside, the truck-makers other big |

concern 1s that the BTI proposals focus on
| the heavier end of the truck market (more
than 3 000 kg) and do not adequately cover
vehicles over 1300kg — the cut-off point
for government’s Phase 5 local content pro-
gramme for car and light commercial

vehicles.
1t seems the BTI has overlooked the fact

that most trucks over 3 000 kg are‘chpssm/
cab type vehicles, while the majority of
vehicles 1n the 1 300 kg-3 000 kg bracket are
fitted with a body. Under the current propos-
als, there 1s nNo local content credit for truck

bodaes. .
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By. Don Robertson
THE motor industry is
locked into spending an
estimated R190-million
-this .year' on new
, ?Ifmpdels 1n spite of pre-
dicted - sales of onl
20000 cars.
17> The manufacturers are
commtted to go ahead with
launches and’ face-lifted
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Séries . and 'General Motors

Radett with a bool -
'The Toyota Cressida cost
R57-mulhon for retooling
* Marketing director Brand
Pretorus , says. “We: ‘were
locked 1n three years ago We
have already commuitted our-
selves to the hext generation

. Corolla™

“However, 1t 15 good mar-
Keting sense' to launch a
model now You cannot af-

ford to be defensive A new
- model gives an, opportunty
. to mcrease sales”
Japanese model life 15 usu-
ally about four years, but the ;
new Cressida will Erubably _—
a .

'models by decisions taken up
to three years age -
B S A T ¢

Kadett boot

. The expenditure will ham-

f | mer “manufacturers, all of hga;vaﬂable for abou