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BEHIND Wooltru Group’s sp_ar.lélix_n a-
results for the year to June lies R500-
million of property potential that could
boost pre-tax profit by R100:milliox,

Wooltru'’s net profit rose 67%, earn-
ings a share were up by 62% and the
dividend was raised 18%.

In spite of tough trading conditions,
huge cash flows enabled management
to slash borrowings by R100-million,
leaving gearing at slightly more than
20% in the past year. _ .

Chief executive Colin Hall says: “We
have shown we can get good returns
from our trading assets, Fixed proper-
ties give us much smaller returns,” _

Asked if Wooltru's money would not
be better invested in trading assets
than property, Mr Hall says: “It makes
sense to sell the properties to instity-
tions. They have a better tax situation
on properties,”

Property has been valued conserva-

tively by Wooltru directors at R400-
million, but analysts say the true figure
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is closer to ‘R500-miillion,"

Hall says Wooltrn earns a single-
figure pereentage return on its proper-
t'y, but profit on tradi als can
“exceed 30%”, ‘

“We have proved W& can make mon-

ey from shopkeeping and now we have
a.broad range of trading assets and
businesses in whigh~we cap .4 est
confidently,”

Questioned abotit-the possibilily of
selling property and investing the pro-
ceeds in the trading side of the btssi-
ness, Mr Hall says: “It would make a
lot of sense for the group to go that
route in time,

“Xf we do, property sales could boost

profits by about R100-million.”

Speeialty Retail Group again pro-
duced fing resylts with a 28% profit
increase on a 17% lift in sales to R760-
million.
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Control of expenses, markdowns.and
debtors resulted in Truworths imprev..
w5, Pre-tax profit by 27%. Topies,’
which has recently refurbished many;
stores, increased profit by 71%, runps

Woolworths made “significant prot
gress” in restor; g profitability and pro-
fits jumped.71% on sales 109 higher'at
R19-billion.

The group says: “Woolworths is well
Ix:laced'to recapture its dominanf mir-

et position and dominant values.” A

Massmart halted the previous year's
decline and sales rose by 10% to R26-
billion. )

Makro profits jumped 194% on a
13% sales growth. .- o

The beard says a fEcoVary in the
economy looks uncerfain.and that the
political environment makés forecast. ;
ing for the year ahe@d‘.-f‘particu]arly-
diffieult”. - e

But in the abgence of political up-
heaval, group profit growth should be
satisfactory, -

.




B BY MARC HASENFUSS

Capé Town — Blue chip
retailer Wooltru' beat. inarket
.expectations {o post a 62 per-
cent gain'in net income to
R149 niilliosi in the year to
énd June. 'ull

The surge, although off a
low bage, wis surprising in
light of the group's modest 17
percent profit recovery at the
interim stage.

Chief executive Colin Hall
atiributés the ‘strong showing
" to improved operating effi-
\‘clency th ali operations.
., Mark-ups and expenses
were kept t0 a minimum and
cash flows from all the busin-
esses wére strong, he says.
Earnihgs 4 share came in
at a record 4254c, from which
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a final dividend of 123¢ hés
been declared, bringing the
total payout for the year to
200c a share, c?vered 1,5

tines. 20293
Group turnover ‘cajne in 46
percent higher at

R5,56 billion, while operating
profit rose 50 percent to
R248 million, -

Hall says the Speciality Re-
tail Group had another 'stun-
ning'’ year and again
achieved the-best return on

fg@’
The division, comprising
Truwerths and Topies, re-
corded a 28 percent increase
in pre-tax profit on a 17 per-

cent increase saleg to
R760 million. ?
He says Woolworths has

rr————

Wooltru boosts income 62 percent

turned around, achieving a 71
percent increase in pre-tax
profit from a slim 10 percent
increase in turnover to
R.1,96 billion. o
Massmart reversed the pr,
vious year's profit deecline,
with pre-tax profit rocketing
200 percent off a 10 percent
rise in turnover ¢{o
R2,6 billion in the period
under review. -

Shield Trading beat profit

expectations, recording a 21
percent growth at pre-tax
level, despite subdued sales.

Shield was mainly responsi-

ble for the additional
R 190 million debt in Wooltru's
balance sheet.

Massmart's ligquor subsidi-

ary was the only blemish on
results.




‘Wooltru ‘on

CAPE TOWN — Wooltru's sales
growth of 10% for the first three
months of the current financial year
was slightly behind budget but if
maintained for the full year would
result in a modest annual profit in-
crease, outgoing chairman David
Susman said at the group’s annual
meeting yesterday.

Tt was the last meeting to be
chaired by Susman, who has been
with the group for 41 years.

New chairman Henri Kuiper an-
nounced that Susman had been elect-
ed group president in honour of his
service.

Susman said the economy showed
no signs of any significant recovery,
but continued tight control of costs

LINDA ENSOR |

and stock levels would provide high-
er overall profitability for the group.

“We are glad to confirm our long
established belief that an efficient
business demands planning and in-
vestment for the long term and re-

sponsive and detailed management
for the short term. 20
“Should the present Tn of

trading continue through the eritical
Christmas trading period, we expect
a modest increase in profit for the
full financial year.”

CE Colin Hall stressed in an inter-
view that spending at Christmas
would depend on consumer confi-

track for 3 modest year”

dence which was quite fragile,

However, Wooltru had “tightened
down the hatches” and had achieved
good productivity and a good control
of the business.

Hall emphasised that Wooltru was
not sacrificing long-term planning
for short-term gains.

Susman said that when he joined
Wooltru in 1952 the share price of
R1,23 then was almost the same as
the group’s final dividend last year.
He said he felt fortunate to- retire
when profits, dividends and the
share price were at an aimost re-
cord high level.

He was convinced that the group
had great potential to substantially
improve profitability.
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EWHE}‘APE TOWN — Wooltru has budget-
*1 ed R164m for capital investments in

I
i

the year to June 1994, excluding the
" Ri12im allocated for the acquisition

" of  the Dion retail chain. Capital

corariiitments amounted ‘fo R239,4m
i t_;hg"piev\iqus financial year.
Tn addition, the retail ‘and whole-

sale group is planning to improve its -

exposure to the black, lower income
market. Whereas this market repre-
sented 56% of sales, Wooltru plans to
incredse this figure to 70% and to
reduce tlie mainly white and upper
incomie' share to 30% (40%).

Fitlancial director Jon Lavies said
in thé retail and wholesale- group’s
1993 ‘annual report that the capital
programme could be financed com-
fortably by the group’s cash flow and
borrdwing capacity — gearing at
year-end stood at 20%. ‘

Capex during the past three years
in the Woolworths chain alone to-
talled about R280m with an addition-
al, Rf5m ‘to be spent this year.

CFy Colin Hall said the group was
expecting tough trading conditions in
thie year ahead.

“Qyr budgets are therefore based
upolf) conservative turnover in-
creases while the costs remain high
as wicontinue to fund the future well

T

being of ‘the business from the rev- .

enue, account as well as the capital
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account. We confidently expect an
improvement in productivity, with a
consequent improveen in profita-
bility,” Hall said. )i
Last year Wooltri prod ced a 62%
rige in earnings a share to 425¢ (263c)
on a 46% turnover increase to R5,6bn
(R3,8bn). . .
Wooltru aimed to generate 40%
(38% last year) of its total turnover in
future from clothing and “textiles,
40% (48%) from food and ‘groceries,
5% (5%) from liquor and 15% (9%)
from general merchandise. i
 The group’s objective was to
achieve an overall return on equity of
ahove 35% (25%),
worths return to about'40% (20%) and
Magssmart’s to about 35% (23%) while
maintaining Specialit Retail
Group's (SRG) at 85% oOr more.

ppp—

gets R164m"

“capitg] investments

to increase Wool-
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WOOLTRU

A return to old objectives

Activities: Rotailer of food and general mer-
chandisa,

Control: Widely held by institutions.
Choirmam O Susman; CE: C Hall.

Capital structure: 34, 9m ords. Market capital-
isation; R36m.

Share market: Prico: 8 700, Yields: 2,2% on
dividend; 4,9% on earnings; pre ratio, 20,5:

cover, 2,1. 12-month high, 8 700c; low,
4 500c. Trading volume last quarter, 242 000
shares.

Year 10 June 30 ‘0 ‘91 92 i x]
ST debit (Rm} .....oi. 9.4 70 462 239
LT dabt (Am} ......... 165,2 2786 2148 1434
Debt:equity ratio ..... 023 036 028 0,15

Sharsholders’ interest 0,49 0,47 0,52 0,47
Int & leasing cover . 10,8 93 48 15,7
Returnoncap (%) .. 236 198 136 144
Turnover (Rbn) ....... 2,7 3,3 38 5,6
Pre-int profit (Rm) ... 274 300 209 265
Pre-int margin (%} .. 10,1 9,1 5,6 4.8
Eamings (c) .........,... 375,4 422 2632 426
Dividends (¢} ......... 150 170 170 200
Tangible NAV (c) .... 1636 2001 2218 235g
A year ago (Leaders Qctober 9) the FM
described Wooltru’s 1992 performance as
one of the worst in its history. The year
before, we accused the board of taking a
defensive posture in relation to the percep-
tion the group had rua into difficulties.

The share price slumped over 1992 to R41
after a catastrophic 38% fall in earnings to
263c. The maintained dividend was small
consolation to investors taken aback by the
size of Wooltru’s absolute decline.

Clearly, a year is a long time in business.
The change in fortunes has been almost as
dramatic as the fall from grace: sales soared
46% to R5,6bn, EPS 62% to 425¢. It's hardly
surprising CE Colin Hall is so chipper about
the performance.

Four aspects of the group deserve special
mention. First is that it is an exceptionally
strong cash generator. In 1993, it produced
R404,4m, 15% more than in 1992. Then
there's sheer diversity: it is prominent in
about 14 major economic sectors and, since
the acquisition of Dion, has become the big-
gest retailer of general merchandise,

Hall believes the introduction of the Wool-
worths charge card will dramatically boost
profitability. “Its influence on our western
Cape operation has been startling,” he says:

Cants Wooltru
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- Hall 1., feeling pretty
chipper

“at least 50% better than our projections.”
The charge card is being financed by a
commercial bank — Hall won’t say which.
Consumers receive 30-35 days® free credit
(depending on when the purchase is made);
subsequently, interest is charged at 2% be-
low the card rate — 22%.

Finally, there’s the move to what Hall
calls “third wave retailing: essentially hi-
tech, database marketing,” Of course, this i
a belated response to earlier tardiness in
keeping apace with international trends in
information technology and systems.

The truth is Wooltru’s data bases were
hopelessly inadequate; in the circumstances
it’s hardly surprising that Hall and his feilow
executives were allowed to commit huge
sums to repairing this deficiency. Now, how-
ever, the group stands poised to rcap the
rewards: Hall claims it will have SA’s most
comprehensive customer database.

Wooltru has three main trading oper-
ations and two service divisions. Unfortu-
nately, it doesn’t disclose djvisional profit
figures; nevertheless, the report reveals a
71% increase in Woolworths® profits. Speci-
ality Retail (Truworths, Daniel Hechter
and Topics) improved profits 28%; the re-
port is notably silent on Massmart’s earn-
ings. Suggestions that the R96m Massmart
paid for Dion was excessive are dismissed by
Hall: “On our figures we paid five times
after-tax earnings. We thought that reason-
able.”

Hail’s CE report includes some apparently
boring statistics. They are anything but. One
section reveals Wooltru's ultimate intention:
in the belief the black and lower income
market {what it calls new main market) will
grow faster in both absolute numbers and

spending power, the Lcus is on changing its

sales demography from the present 44% by
whites (R2,4bn in 1993) to 30%. That means
Hall is planning for 70% of customers (56%,
R3,1bn in 1993) eventually to come from the
new main market.

The counter has appreciated 93% in a
year. To some degree, the results vindicate
increasing investor confidence, though I am
disappointed the dividend increase is so far
out of line with EPS (Hall says it’s more a
fanction of what it needs to keep for future
capex than any decision on cover multiple).

The directors seem determined Wooltru
will be the premier retail conglomerate for
the foreseeable future. This new-found sense
of an old purpose makes it a worthwhile asset
in soundly based portfolios. David Gleason
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- WOOLTRU bounced
shack even more
* 'strongly than the mar-
~ket® expected, in the

year to March 30, with
.a62% rise in earnings
~at- share level to
- 4254c compared with
: '203,3¢ last year.
“The final dividend is

t ~123c a share compared
! with:93c last year. This
" ‘brings the total pay-cut
' ‘for” the year to 200c a
. ishare compared with
. v "Fhis was achieved on a
" 46% rise in sales, o
R5,5bn {B3,8bn). Net in-
come afler tax is 67%
igher at Ri54,4m
T {RO24m).
k"¢ :+The 4ax bill rose to
. mﬂwwhg (R72,3m). But the
¢ ‘interest bill dropped to
! R45,2m from RE67,50m. In-
_.ierest received rose to
. B2B4m from R237m.

The net assel value
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AN unnamed bank will meet the

costs of Woolworths’ new credit
operation.

CE Colin Hall said in an interview
yesterday that the costs of giving
credit would not have to be built
into Woolworths’ prices “because
it will cost us nothing.”

The bank — which, he said, did not

Woolworths the day after the pur-
chase without deducting the usual
commission when a credit card is
used. And it would administer the
card system.

want to be named — would pay|

WOOLTRU chairman David Susman
will retire in October after 41 years
with the group. He will be succeed-
ed by Henri Kuiper, who has heen
a member of the board since 1981

Ernst Loebenberg, associated first
with Woolworths and then.-as a
board member of Waoltru for 57
years, will also retire in October.
But he will serve on the boards of
Massmart and Weoltru Properties.

Louise Tager and David Lubner have
been appointed to the Wooltru
board.

fashion -chains which
sell on credit, reported a
289, rise in profit before
tax. This was achieved
on_a 17% increase in
sales to ;
Truwoerths lifted profit
‘before tax by 27% and
opics by T1%.

had become the Cinder-

_a dramatic comeback by
lifting pre-tax profit by
1% on a 10% rise.in
»Mwu.ﬂm.,ﬁc .Mwwuwmwp TM ) Sy
imNe-indication is given

6t how much comes from

se

’

tion m,um traditi

food and how much from = prices down by ordering
elothes. But historically X gaks
food has accounted for classie clothing styles
about one-third of sales.

The directors say the
R760m. ‘profit gains “reflect the
from the sub- €
stantial invesiment in ~ this year.
. people and -gystems.
Woolworths - which. Woolworths is well
placed ¢ recapture s
-afia of the group — made - dominant market posi-

long production runsg of

4in which people feel
comfortable’’ had
helped its success. And
the fashions were better

Massmart lifted profiis
by 194%. On a strietly
- ¢omparable basis with
last vear, excluding the
.-Shield franchise group
and Drop Inn liguor

onal val-

FM m,vﬂ

*Roaltru CE Colin Hall . ichain, sales grew by 10%
P44 Syastéfday that to R2600m.
Woolworths’ return to
the poficy of keeping sales grew by 13%.

But includ-
ing Shield and Drop Inn

Hall said cthere had
been no sign, @t retail
level, of any:.improve-
ment in the economy.

The purchasing power
of the middle income
group, who were Wool-
worths' target. market,
had been eroded. Unem-
ployment had a notice-
able effect on sales.

“ft has affected people
of all races. Even those
who have jobs seem cau-
tious about spending.
And with inflation going
down there is no urge to

. buy now, before prices

go up. :

“Violence definitely
discourages people from
going out to shop. We
have noticed it in differ-
ent areas in turn.”

He said Woolworths
was likely to be-affecied,
for the foredeseable
future, by competiition
from the informal sector.

Bui the introduction of
its new shopping card,
giving people np fo 55
days free eredit and
charging a lower rate of

Jnterest than a bank

card, was expected to in-
crease sales. :
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OWN — Retailing and whplesallpg
g&zg‘};oonru exceeded expectations w1lt1h
4 62% increase in earnings a share in the
year to end-June, benefiting from the alcc-1
quisition of Shield and Drop Inn, improve
efficiencies and a lower tax rate. ]

This was a strong turnaround from as})
year’s 38% earnings decline. %1 >

Despite harsh trading conditions, e(.'iam-
ings a share grew to 425,4¢ (263,3c) and an
18% higher total div1‘dend'o§~ 200c (170;)
was declared after a final dividend of 123c

share.
mé%]%o]ih Hall said there had been a
substantial improvement in markdown;
and shrinkage in the Woolworths an_1
Massmart chains, while Specialty Retai
Group (SRG) — which consists of the
Truworths and Topics chains — 1mprovec}
market share and continued to contro
wns and expenses,

ma’I‘rli‘fi%ver rose 46% to R556bn (R3,8bn),
although if sales of Shield and Drop Inn
were excluded, sales growth was 13%.
SRG's sales increased 17% to R760m,
Woolworths’ by 10% to R1,96bn and Mass-

ent
& Doy

up 62% |,

Wopltru

Graphic: KAREN MOOLMAN  Source. WOOLTRU

mart's by 10% to Rzﬁﬁbn. Makro notched up
% sales growth.

! '11‘3he operat;gng margin edged up to 4,45%

(4,33%), contributing to the 50% growth in

pre-tax income to R247,6m (_R;64,7m)f.

SRG's pre-tax profit rose 28%, with that o

Truworths rising 27% and Topics 71%.
Hall said the customer base of Tru-

To Page 2

Wooltru &/bay IORIGS

worths, the group’s largest single profit
contributor, had been extended significant-
ly and sales from the emergent market
were contributing aboyt.a thirg f all the
chain’s business. t -

Woolworths' pre-tax profit Tnereased
71% owing to tight control of expenses, a
reduction in markdowns and - improved
stock management, The announced intro-
duction of a credit card would spur the
chain’s growth, he said,

Makro reversed its profit decline by pro-
ducing a 194% growth in pre-tax profits,
with Shield showing a better than expected
rise of 21%. Since year-end, Makro had
bought Dion for R95m, opening the way for
Substantial synergies with Massmart ang
broader market penetration,

The tax rate fefi to 37,6% (43,9%) and the

[J From Page 17
group also benefited from the saving of
secondary tax on companies on the interim
dividend. After-tax income showed a §29
rise to R148,6m (R91,9m), ,

The balance sheet strengthened, with
R94m being slashed from borrowings,
bringing gearing down to 203% (33,7%)
which Hall said had increased the
capacity for new investments,

Bank balances and cash amotnted to
R33,6m (R39,9m) at year-end and growith jn
stocks was R341,4m (R334,9m). The n'ﬁe in
debtors to R499m (R303,6m) was as a result
of the acquisition of Shield. Net asset yalue
inereased 6,4% to 23590 (2218¢c), !

Hall said it was difficult to make predie-
tions for the year ahead, but he expected
Woeoltru to produce an earnings growth
above the inflation rate.

»

group’s




woOLTRU Fun  27i8l92
Back in favour (30)

Hot even the most optimistic forecasters
could have called confidently for a pre-tax
profit increase anywhere near as large as the
50% achieved by Wooltru for the year to

b 2718193
June 30. Still, once again, the stock market
seems to have got wind of the progress the
group was making. Wooltru shares, out of
favour a year ago after having tumbled from
a high of R84,25 in May 1991 to a low last
August of R41, are back to R80.

It's a great recovery from a group that was
perccived to have a chronically ill division
(Woolworths) and another division (Makro)
that was consuming large capital develop-
ment expenditure but showing only a com-
paratively small profit contribution.

Siringent cost controls

Woolworths” sales in late 1991 and early
1992 involved big markdowns and heavy
write-offs to liquidate redundant stock. Hef-
ty redundancies are reputed to be saving the
organisation as much as R8m a year. A
stringent cost control programme was insti-
tuted by Woolworths MD Syd Muller and
his new team to revitalise the company.

A marketing programme, which encom-
passed an extensive advertising campaign to
let consumers know that Woolworths® mer-
charidise was back to basics again, was insti-
tuted, as was careful husbandry of working
capital. Results indjcate this strategy has
paid off. OS

Though Woolworths has not regained its
place as the main profit contributor to Wool-
tru, it lifted pre-tax profit by 71% on a
turnover advance of 10%, to R1,96bn.
Granted, the profit has risen off last year'’s
low base, but the sales increase in this eco-
nomy is commendable — especially as it’s a
cash business.

Specialty Retail Group, including
Truworths, Topics and Daniel Hechter, im-
proved sales by 17% to R760m. It again
improved efficiencies. Pre-tax profit rose
28%, reflecting tight expense and stock con-
trol and good management of the large debt-
ors’ book.

Massmart, incorporating Makro and

Wooltru CE Colin Hall ... 2
strong recovery

Fwm 27]% H?

Shield Trading, reversed last year's profit
decline. Makro saw a R14m turnaround in
operating profit contribution from its three
new stores, as total sales grew 13%. The food
component advanced by 16%. Expenses and
stock were kept to the minimum, shrinkage
was confined to 0,72%, and margin firmed
throughout the year, reportedly because of
better buying. Shield increased profit off low
sales growth, as non-profit merchandise was
eliminated and bad debt held to 0,12%.

Drop Inn, the newly acquired Cape-based
liquor retailing chain, lost R1,2m after sub-
stantial expenditure on systems.

Impressive as Wooltru’s profit and turn-
over gains are, 1993 EPS are no higher than
in 1991, However, the stock market is evi-
dently delighted. it values the shares ona pie
of 18,8, the same as two years ago, before the
price crashed. But this time there is, in
Woolworths especially, a chastened, more
motivated and less blase management to en-
sure solid earnings growth continues.

After year-end, the R600m-turnover Dion
chain was bought, apparently on a p:e of 7,0,
for R95m. This should help support earn-
ings, especially if the credit card idea being
introduced in Woolworths is also extended
into that chain. (30

Excitement is again entering the group. At
an earnings multiple close to the retail sector
average, the share may not be unduly expen-
sive provided the market holds up.

Gerald Hirshon




Woolworths joins

the club |
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and will offer charge cards

HBY DEREK TOMMEY

It will please many wives but
will make their husbands

It has already made a
pumber of investors substan-
tially richer — as the accom-
panying graph shows.

The cause of these develop-
ments is the plan by leading
textiles, clothing and foodstufis
chain store Woolworths to
allow its Transvaal customers
to buy on credit.

Deputy managing director
Brian Frost confirmed last
night that Woolworths would
be inviting Transvaal shoppers
to apply for Woolworths
charge cards within the next
month or so. -

The move follows the intro-

duction on a pilot basis of &
charge card project in the
Western Cape which “we are
sufficiently satisfied with to
continue,” he said.
Frost may be underplaying
the importance which the in-
troduction of the credit card
could have on Woolworths. Ac-
cording to unconfirmed market
reports the use of the card
boosted turnover by 55 percent
in the Western Cape, but Frost
refused to comment on this.

i

Wooltru share price

"""""""""""" 1175001
11000

,J 10000

,\/ 9000

8000

/\J 7000

IM lAl MI Jl l lA |s Io IN_IEIEDOO
GRAPHIC Abel Mushi SOUACE WENSOFTWAAE

But Wooltru group’s chief
executive, Colin Hall, was fore-
casting in August that the in-
troduction of the charge card
would dramatically boost prof-
itability, adding that its influ-
ence on the company’s West-
ern Cape operation had been
startling,

Chart watchers will not fail
to note that the rocket-like rise
in Wooltru's share price began

shortly after made this
statement. CB@?

At that tim& Wooliru's

shares were trading at around
R65. Since then they have
risen almost 80 percent to
reach R115 last night — and
the only sellers were at R125.
_ The rise in the share price
is probably not entirely the re-
sult of Woolworth's decision to
introducee a credit card. Other
divisions in the group such as
Truworths have also been
doing well.

Share price

But when retiring chairman
David Susman forecast just
two-and-a-half months ago that
profits in the current financial
year are likely to rise only mo-
derately, then one must look
for reasons other than normal
trading conditions for the
share price rise.

The fact is it is the retailers
who have been able to offer
-eredit facilities who have done
best in the recession.

Hymie Silbul, chief executive
of Prefcor, which operates
Beares, Game and other retail
groups, emphasised this only a
few weeks ago when he said
that in today's treding condi-
tions credit was king.

e

Retailers point out that by
introdueing credit cards, Wool-
tru could gain business from
the Stuttafords, John Orr and
Greatermans group, all of
which have their own credit fa-
cilities.

At present Woolworths is at
a disadvantage to these stores
in the peried towards the end
of the month when buyers tend
to run out of cash and, unless
they possess a bank charge
card, can buy on credit only at
these stores. The introduction
of the charge card should

change this.
Administration

Woolworths is not handling
the administration of the cards
itself, This is being undertaken
by & banking institution. Credit
limits will depend on the cred-
it-worthiness of the applicant
for the card. Card-users who
pay off their debts within the
due date will not be charged
interest.

Meanwhile buyers accummu-
lating cash for Woolworths’
traditional New Year sale will
be disappointed. There won't
be one.But buyers can resi as-
sured that there will be one
later in the year, said Frost.

-
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CAPE TOWN — The downturn,
deflation -and socio-political in-
stability took their toll on Pep’s
results in the six months to end-
August with the clothing manu-
facturer and retail chain suffer-
ing a 5% declii} in earnings a

share,
However,a 7% Higher dividend of
earnings of 179¢ (189¢) due to re-
duced dividend cover of 22 (25)
times. Pep traditionally contributes
most to Pepkor group earnings,
Deterforated market conditions
saw turnover decline in real terms
though, nominally, sales were main-
tained at about R653m. This was
mainly due to the deeline in turnover
at Pep Manufacturing, to the sale of
Frasers retail shops and to a number
of Pep Stores being in troubled areas,
The differential between the fall in
consumer inflation and the fall in
cost inflation constrained sales
growth and put pressure on the oper-
ating margin which fell to 104%
(11,8%) and resulted in a 12% drop in
operating profit to R67,8m (R76,9m),
Pep vice-chairman Arnold Louw
said prices could not be increased
higher than the rate of internal pur-
chasing inflation which was running
at about 5% whereas cost increases
were between 10% and-12%, -
Louw said Pep had maintained its
market share over the year with the
number of shoppers increasing 10%

in Pep results
il

8c (7,5¢) a share was declared on .

Pep Lid -
Eht 9‘,9rlce, week|y';
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but the value of purchases pér cus-

tomer fell 5%,

Large cash inflows saw finance
charges cut by 83% to R1,7m (R9,8m)
due to the decline in interest bearing
debt to R9,7m (R40m) and this reined
in pre-tax profit decline to 1%, a gain
offset by the rise in the tax rate to
354% (33,7%),

Poor performance led to the clo-
sure of 12 stores, while 28 new outlets
we;‘e opened, bringing the total to
1078,

The 42-store associated Scottish
chain, Your More Store, made a Rém
loss but was expected to break even
in the next six months, Pep Botswana
Increased turnover by 17% and earn-
ings a share by 8%.

Pep chairman Christo Wiese fore-
cast earnings equal to those of the
previous year. In the year to end-
February Pep's earnings a share rose
1% to 43,2c (42,8¢).
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AN OLD apartheid law is being
used to quash the huge success of a
sorghum beer brewery in Mfuleni.

The Mifuleni brewery, a division

of National Sorghum Breweries
which has 19 production points
countrywide, has encountered resis-
tance to their expansion beyond
Cape townships.
. Police in the Western Cape have
come down hard on shop owners
who sell the low-alcohol beer in
mainly white areas.

According to the Sorghum Beer
Act of 1962, the sale of sorghum
beer is only allowed in African
areas determined by the Group
Areas Act.

., In February 1991, when the |

Group Areas Act was. scrapped, a
number of general dealers operat-

ing in traditionally white areas start-

HB:E@

ed selling the yeasty g.ni
fairy-tale success.

But according to shop owners
across the Western Cape, police
have gone out of their way to
enforce the outdated legislation,
especially in the peak selling
months of October to December.

Mr Flountino de Freitas, a cafe
owner in Paarl who was fined
R100 for selling the beer, says:
“They have really tried to make me
feel Iike a criminal. They took my

.Eu

fingerprints and made me appear

in court as if T had killed someone.”
“I thought mﬁmﬂrnmm was sup-
muOmon to be over.,”
Mr Alindo Hunmam:nv D.oa >m..ﬁnn

® WOF.Q.T N\Juj [P

Huwmu N ﬁo~“ SOUTH that police

came into his shop every day for a
week late last year, to see whether
he was selling the beer.

“I am losing a lot of money
because the stuff was so popular
here. I used to sell about 630 litres
a week, but now the police make
sure I don’t,” Pestane said.

The beer’s alcohol content of
only three percent puts it outside
the scope of the Liquor Act. But
this has not stopped police from
using this slice of legislation as well.

Seven other cafe-owners told

_SOUTH that they have been

hounded by police in terms of the
Liquor Act. Even though the beer

g over mo_wm_é

is legally defined as a foodstuff,
police have treated it as liquor.

Police spokesperson, Captain
Ciska du Plessis, maintained that
sorghum beer “is classified as
Liguor™.

However, he admitted that this
would only be true when the rele-
vant section of the act has been
amended.

“People selling sorghum beer
after this section has been promul-
gated will require the necessary
liquor Kcense,” Du Plessis said.

But in thie meantime, not only
the shop owners are losing out; the
brewery itself is taking most of the
financial knocks.

—=m

ZH Pﬁn:ma: Z%niau sales manag-
er for the Mfuleni brewery, said the
harassment has crushed immediate
plans for extending the plant,
which would have provided
employment for another 30 people.

The 90 person workforce at pre-
sent is drawn entirely from Mfuleni
and its squatter camp.

In a community where there is
no electricity or hot water, the busi-
ness serves'as. a necessary boost to
the area’s development.

“We own the only factory in
Mifuleni and for many people it is
lke a home to them. Our workers
often come in on weekends because
our facilities are always open to
them, like showers for instance.”

Nyewe said-.the company will

" seck legal advice fo stop the harashs

ment, — QGuentin Wilson
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Three companles have been formed'by PPC to assist the

construction industry with new building systems,

cement products-

and methods to reduce building costs.

“Each building site in South Africa is a learning experience

because no two buildings are identical, " says PPC managing

director John Gomersall.

“By providing the industry with high-quality, mass-produced

products we hape to cut building costs and construction time while

increasing quality and efficiency for the end user. This is the route

taken by First World countries such as France and Germany and

- one which we must follow if we are to maintain high standards.

PPC does not wish to compete with its customers. We have no

long-term plans to manufacture concrete products, but rather 1o be

a catalyst.”’

EMES the recession and the dearth of

uilding contracts, new companies with
labour-saving ideas coupled with quality
control can and do flourish.
"-One suech company is PPB-SA, jointly
owned by PPC and the French conerete
company, Cedest, The venture was estab-
lished to manufacture under licence a
range of integrated prestressed concrete
structural components for the construction
industry. -

The components can be used on their
own orf can be eombined with others for
any gumber of applications and this flexi-
hility has gained wide acceptance from
architects, consultants and the contractors

The present range of products includes
the prestressed beam and block system,
the “preslab” and rectangular beams.

‘The floor beam and block system has
been used extensively in the domestie
market and in office blocks.

The prestab is particularly suitable if
minimal or no propping is required A pro-
pless preslab of 120 mm 1s commoniy sup-
plied to the townhouse market. According
t0 managing director Andy Dutfield this
product has created great interest in the
market as the width of the preslab means

" fewer joints and faster erection.

“The manufacturing process 1s extreme-
by flexible, as odd shapes, additicnal cein-
forcing steel. boxouts and cast-in services

can be accommodated.” Referring to the
rectangular beams, he said “On an office
project recently undertaken, the floor
over the parking level was constructed
using rectangular beams spanning the
nine metres at 2,5 metre centres with the
preslab acting as a permanent shutter for
the topping concrete. Props were only
required under the beams. The 380 sq m
of product was erected in a day and an
excellent soffit finish was achieved.” The
company also provides technical hack-up
for the design and erection of its produets.
The PPB R20million factory at Olifants-
fontein 1n Midrand, was officially opened
in April last year by the French
Ambassader to South Afriea, Joelle
Bourgois Since then the cost-effective,
quality-controlied components have fea-
tured 1n houses, townhouses, small to
targe office complexes, factories. a fire
station, a sports stadium. a church, a
bridge over a canal. a school, the War
Museum in Saxonwold and Rosebank
Court opposite the Rosebank Mall in
Oxford Road,

_BPPB-8A 1s the French company’s 52nd
licensee but the first English-speaking
country to join the fold Formed 1n 1960,
PPB Internatronal licensees world-wide
Mo,ﬂ‘ etrect 100000sq m of PPB structures

a1

For more Information, please tele-
. fihane (011) 316- .. .0 et et
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wmc.mﬂ was founded in 1986, m..o—.mzu
ears the eompany has been develop{ng,
testing and patenting an wnigue range of
conerete window and door frame systems.

During 1991 PPC acquired a 40percent
interest in Betram. This tie-up with PPC
made 1t possible to expand production
capacity and nationat distribution ontlets.

Betram released tts door and window
frame system just prior to the Interbon
show, confident that it would draw a lot of
interest from the building 1ndustry, The
,stand certaialy succeeded neot only in
attracting pecple but also a bronze award
for the best stand. 5

“We feel that the key here is tts ftaming
flexibility and that it addresses four eriti-
cal issues — construction flexibility,
design, installation and price,” says Lukas
Fourie, managing director of Betram.

“The concrete door frames are available
in 12 different sizes The conrcrete frame
windows have mne duferent appiications,
available from five different sizes, The
windows can be installed horizontally or
vertically, with left, right, top or bottom
openers. They can be ipstalled with alu-
miniom or weod inserts or directly glazed
in with putty or sillicone. Pre-drilled holes
allow the easy 1nstallation of Betram bur-
glar bar system or any other that may suit
the designer £

“The frames are provided with a factory
undercoat, so that PVA or enamel may be
used straight on to the surface, In recom-
mending PVA, we take 1nto aceount the
home owners who can then change the
colours as they change the decor. Framing
should be fun and this 18 what we have set
out to achieve with Betram frames.

“Installation 15 simple and a patented

"

-
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design allows the changing of windows in
minutes. Want to change from contempo-
rary fo the cottage look? Simply take out
the old frame and insert a wooden one.
Each surround comes with an EPD1-1
“bubble” zeal that ensures closure is water
and air tight. No more rattling windows.
‘The main features of this system are:
EMaintenance fee and durable,

[WCan be painted to suit decor both inside

and gutside. -
M Ezxcellent burglar-proofing system
Cost effective — no lintels or'damp
course.
WPractical, easy, quick installation,
B Pre-treated for final paint finish.
S Pre-glazed inserts fitting qurckly.
BSash windows open 90 degrees for easy
eleaning.
BFiexihlity and individuality 1n design
combinations.

“The facet that these systems can be

installed by semi-skilled labour makes this
an attractive solution in today's market. We
have also seen that there is a demand for
this type of product in the export market

“It 15 satisfying to see the interest that
hay been shown in our product after the
six-year-old design and thought that went
into the production of these systems.

“It 15 our poliey to eontribute positively
to the quality of life. We therefore regard
the welfare of our employees and clients
as being of prume 1mportance.

“Through generous 1nvestment 1n re-
search and development we are endeav-
ouring to contribute towards the creation
of more 1ob epportunittes, higher living
standards and the promotion of mutually
beneficial relationships,” Fourie said.

< For further infarmation, please
i« telaphone (012]-738326.
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Left: Back to school . . . An attractive
classroom, rapldly constnicted by
No-m__oo.. In cellular, dightweight con-
crota. .

Below left: Home sweet home . . .The
Batram concrete door and window
frame system, used throughout this
recently bufit home.

ZEPHCON =2 7
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—uumEs.mEH concrate has been toyed with
by South Afrieans for many years but

with little understanding of its properties

and behaviour.

During its three-year existence,
Randburg-based Zepheon has carried out
&0 extensive research and development
programme into eellular tightweight con-
erete (CLC), The company has recently
been awarded the agerey for Neopor,
Germany, for sonthern Africs.

Neopor is the recognised world leader 1n
CLC with a 20-year 1nternational track
record.

‘The German tried-and-tested technology
which Zephcon is marketieg and techmical-
ly supporting under licence can produce
varying weights from one which is as light a
pumice-stone to a weight or demsity only
marginally less than conventional concrete.

It can also be produced in varying strue-
{ural and non-structural strengths. The
additive that produces the foaming agent
that makes CLC is a scientifically formulat.
ed protein which is biodegradable and
non-toxie.

Zephcon's general manager, Jonathan
Hall says: “Lightweight conerete offers
major benefits when seeking to reduce the
weight of superstructures, building ele-
ments or when seeking ease of placement
of concrete, In addition, the millions of dis-
ereet air bubbles permanently created in
the concrete provide excellent thermal
and acoustic benefits,

“It is also suitable for insulation, void-
filling and trench reinstatement, particu-
larly 1n roads, due to the ease of placement
and because of the liguid consistency of
the CLC.

“CLC is an ideal alternative to the tradi-
tional method of allowing the traffic to
compact trenches before the hard top is
replaced, This 15 one of its biggest applica-
tions in the United Kingdom.”

Prefabricated reinforced panels have
the advantage of being lighter and there-
fore easier to handle. They can be used for
either outside or interor walls in single or
multistorey buildings.

Other major benefits inclzde the elimi-
nation of eoarse aggregate which in some
areas 1s prokibitively expensive or unob-
tainable.

Due to the amount of air in the panel, it
has considerable thermal and insulation
advantages, It can act as a natural air con-
ditioner and provide sound-deadening fae-
tors. it is fire-proof and effective as a roof
insulation,

Finally, the cost of using CLC compares
favourably with other materials.

For further information, pleass tele-

Phone (011) 7936702, oo is
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MAJOR INVESTMENT Seminap
aimed at black business wiil
be keld at the Carlton Hotel
on February 23, « ™ -

Sponsored jointly by Sowe.”

fan and a leading stockbroking company,
Simpson McKie Inc, it is hoped that the
seminar will atiract prominent black busi-
ness people in the PWV areg, ' » - -

This occasion is the first of 1ts kind:v

geared mainly to black business, -

“We realised that most business semi-
nars for blacks tend to concentrate only on
small business management issieg,

people about issues telating to personal
investment. With this seminar we
Empower our people with the kind of
knowledge that will enable them to take
advantage of the enormoug opportunities
of the Johannesburg Stock Exchange,”
says Sowetan day editor Thami Mazwai,

Among the speakers will be Sowetan

B HiGH
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unent seminar for bigger business @
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‘First seminar of its -
‘kind for blacks:* -1

and the JSE presi-

Editor Aggrey Kiaaste
dent Roy Anderson, .
Bill Yeowart, parinerin Simpson McKie,

- concurs: “The seminaris deliberately aimed

L atthemiddle—incometoupper—incomcbugi-.
“Clearly there is a need 1o enlighten ]
middle-income to upper-income black

ness person. They are the ones who are
currently not catered for when occasions of
“this nature are organised. o
“South Africa has a huge black middJe-
classand upper-class with lots of. disposable
income. Butdue to lack of investment infor-
mation, most of their funds are not invested
optimally and our objective is to correct the
. Situation. Participants pay a R100 fee,
which includes tea and lunch,” .
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Rutec franchise to create jobs

go""e‘Fﬁ-\'\ Z.'Z«“Mg-,.\ —

By Mzimkulu Malunga (3@(@@)! Entrepreneurs wanted from disadvan-

A COMPANY manufaciuring small-enterprise equipraent
plans a major [ranchising campaign which would not only
enrich its own coffers but lead to the creation of hundreds
of jobs.

Through its marketing arm, Work for Life, Rutec plans
to sell franchises to entrepreneurs in the disadvantaged
communitics to open training centres for people interested
in owning their own businesses.

“This is a positive affirmalive action programme that is
motivated by profit and privale enterprise - not charity,”
says Rutec managing director John Dommett.

The envisaged programme starts when the entrepreneur
buys a franchise from Work For Life and opens a training
centre in the community he lives in.

ThenRutec willassist him with the training of instructors
who will teach prospective entrepreneurs about the key
dynamics of running a business - production and manage-
ment, .

According to Dommett, the screening process of pro-
spective franchisees will be stern. “We will only take the
best.”

taged communities:

They will have to satisfy three major categories to
qualify. One is that they should have a strong financial
background and would-be franchisees should know the
needs of the communities they work in.

Lastly, the franchisee should be satisfied that candi-
dates for instructors’ positions at the training centres are
appropriate persons as most of the machines need people
with a technical background.

Costs for starting a viable franchise range between
RI0 000 and R30 000, depending on the size of the
community the business is aimed at serving,

Conservative projections, says Dommeit, indicale that
each centre, il properly run, can create about 1640
business opportunitics over a five-year period.

The target is to establish 300 centres in the next five
yearsand itisestimaled that they could generate up to half
a million smaller enterprises during the same period,

All cenlres must be motivated by a profit incentive,
emphasises Dommett. The average cost a course will be
R50 and most of them will run between a day and a week.
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Objectors slam proposed
10-storey Rosebank-

A PROPOSAL for a five-star hotel adjoin-

ing the Rosebank Mail, which has the back-
ing of the Johannesburg City Council, was
severely criticised at a town plapning tri-

bunal hearing yesterday.

The fribunal is considering a couneil
appiication to have the site of the proposed
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" field said the council’s support for the pr& .
posal meant it had been left to Rosebank

residents to fight the real developers and-

owners of the mall, City Centre Property.
Fund, which he described as “a large con-

hotel — a narrow strip of land on the Aoy SOTtium of property developers”, te

northern boundary of the mall — rezoned gy 1 ers
to allow development by the mall owners. ~, Heights building contended that the devel-
opment could destroy the character of !
Rosebank, and replace it with another:
Braamfontein or Hillbrow. wn
Anglo American Property Services and :
the Transvaal Institute of Architects also-
opposed the development. :
Town planner John Rosmarin, for the, ;
S council, said there was general consensus.
~.on the need for a hotel in Rosebank, but
that the issue had been clouded by thé. :
ntroversy surrounding JHI House, which;
was erected in violation of restrictions ‘on
buildings in the suburb, -
Rosmarin said there were 14 undevel-
oped sites in Rosebank which had rights for,
16-storey buildings. 1

About 1000 objections to the proposal, >
mainly on the grounds that the high-rise§
hotel would not be in keeping with the ™~
general character of Rosebank, have al-

ready been lodged,

The Rosebank Mail company is to buy
the siie from the council if its appiication
for rezoning and development is approved.
It intends erecting a 10-storey, 160-bed-
room hotel in Johnson Avenue,

In its submission, the Rosebank Acticn
Group argued that the development would
set a precedent for uncontrolled high-rise

development in the suburb.

Action group spokesman Laurie Star-

' The owners of the neighbouring Cradock-

[l
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Power cuts™ 1)

in Jo'burg( -’
ADRIAN HADLANG ~

LARGE sections of Johan-
nesburg’s CBD experienced
repeated power cuts yes-
terday afternoon, with
some offices reporting sig-
nificant disruptions to com-
puter and electronic sys-
tems. E

The ¢
a faulty cable installed
after an explosion at the
Fordsburg electricity sub-
station last September, a
Johanneshurg City Copneil
spokesman said. 0

He said the pr
fixed yesterday afternoon,

Mr!e%ﬂs’ez éy ’

Swiss to probe Pilatus sale:; &

LONDON — The Swiss gov-
ernment, under pressure
from the ANC and the UN,
confirmed yesterday it
would order an investiga-
tion info the R520m deal to
sell 60 Pilatus PC-7 trainer
aircraft to the SA Air
Force.

A foreign ministry
spokesman in Berne said
the issue would be consid-
ered by the Federal Coun-
cil, or cabinet, “in the very
near future”,

The spokesman said the
deal between the SAAF and
Pilatus Aircratt, of Staus in
the west of Switzerland,

e e R,

[ AN HoBBS !

had not required prior gov.-,
ernment approval under
Swiss law but that inter-:
national issues concerning
the “intended sale” were
being reconsidered. .
He said it was impossible
at this stage to say whether
the Federal Couneil intend-
ed to stop the deal and whe-
ther, it had the legal and .
political clout to do so. -
A spokesman for Pilatiis
said the issue was “ex.'
tremely sensitive” and no .
statement would thus he’
made. *
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LUCKLESS shareh
Hyperette, which was sus-
pended at 10c two months
ago. for not producing finan-
clals, ' may have only a short .
-walt.:h
fatgl

The last results covered
theyear to July 311991, when
losses, including extraorgi-

lion sfrom ‘sales”of R7g-mil.
Tion.: o
topped B3
0, f
dalzg',e;but sh
infortied of the
on* May; 12 .1992

- months beyond -the .JSE's,

timé frame; « erated a beachiront restaur-'
"B A e g3 7" antin Cape Town,
iy ‘,;_M;.\? ;«5.;:“';: P § "¢ - Then, while under the con.’
p Aahp g S0 trol of the -Bruchhaugen:
SR EREE L .y _ family, it reported a profit.of!
}‘:;}ibc“dmpanying"thé'ihtélfj ~ RI51 000 for the year to June

results to January 1991 were
chairman Hein

said that the -

Ehlers, -who
foundation ha
the . sustaineq. profitability
and growth of the company,
<. Those " aceounts ‘Were
‘signed on May -28 1991, gnly
‘two. months béfore the close
‘of that disastrous finaneia]
year.y .

- Jtiis-surprising how often
bullish” accounts are signed
bg{ ‘directors within weeks of
the'cloge of a finaneial period
Iii'which losses are incurred.
jperette warned share..

olders in’ February, May . S v e g it |
andSéptember of 1992 tha{ é,'% e 'sl’:é W'
propasals were under congid- IERTAIAIAYYL i
eration.l . ] o S a5 T bt T o . e

Inithé May comments; Hy-  Hynerette made i sipply
berefte said merchant bank- 44 gl%t'ributioil agreement
ers Were valuing ‘the ordi-  with Spar last March 3 coy--
naLy. shares, and asset e jiq iy Cape stores, Exactly
disposal might lead.to delist- what it operates now'ig'hard
fgsd iz to determine because' there
: Li%an'interview with ap- has been no information from
dther fihapciél}publica‘ltion in  the coipany. . - . -
November “last. - year," Mr It used to' have Hyperette
Ehlers said he hoped to Bub-  _ Jater Kwikspar — Milly’s,

lish details 'of ‘2 grotip 're.
structire- “within- the ‘week"”
and ‘would" publish firangials

olders in by mid-Dec
b has been achieved,

fr
Pledttttlalnb%r
ing their saidthat

efore learning their tial transaction awaited firia]
approval from Absa Bank
and
be‘j

i ; -mil:  en
nary items, totalled R9,3-mil of this orie, ’

rrent liabilities be

-million at that bu

areholders were ahl (
position only comgany needs to be restrue-:

- — three.ture

orrthe

1987. when jn
R1,2-million was made,

d been laid.for Lol
sets
the accumulated jogs of Mil-
Iy’s was R14,2-milljon,

 Milly
‘after
Hyperette chain
Since then, resir
costs have aceo
every: set. of ‘resu)
have far -outwei
and:yet the share;
fed bullish -comme

Bread Basket and Hoctors
“Meé:
th

§
[t

Neither
Speaking tome on Tuesdhy
om  his holiday home in

8 Bay, Mr Ehlers
etails of a substan-

ember,
d

an announcement would
made either hefore the
of the week or the middje

1
b

Perhaps that should: alse’
taken with a pinch of salt,
t it raises another remark.
e thing — how often this

Hyperette started life
JSE as Miily’

s and op--

fact a loss, of,
Unidey became a ‘shé:f': =
der through the sale of-as-
for shares. By July 1989

In August 1988, control o
's passed to Mr Ehlers;
the company bought his?
for shares,;
ueturing’
mpanied:
ts, losses
ﬁhed gains’

olders are'

nt. - \'j,"v:f'-‘f

eat’ Stores, totalling’ more
an 30 ouflets, ™
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Boosting small busin

@ German organisation may open office in South Africa:

By Mzimkulu Malunga

A GERMAN organisation specialis-
ing in the enrichment of small busi-

ness may open an office in South

Affica.

Klaus Dienst, a representative of
an organisation called Senior
Experten Service (SES), comprising
retired German craftsmen, paid a
shiort visit to this country to make
contact with small business.

The organisation operates in 98
developing countiies and is just wait-
ing for an invitation from South Affri-
\’ s infant industries.

+ Scunded by the German govern-

*
e ——

.-

ment, the SES is a ndnprofit-making -
organisation with about 3 000 mem- -

bers. S
South African-born Dienst said if
the project gets off the ground, it will
have a much greater impact than ex-
isting local organisations which com-

prise retired executives as opposed to

craftsmen.

“My worry with retired executives
who consult for small business is that
they do not really imderstand the
needs of infant enterprises,” he said.

The retired technocrats are skilled
in various ficlds, ranging from engi
neering, forestry, livestock breeding
and construction to brewing. :

Y

&&

Klaus Dienst




Pep earnings fall

eT 18\ |43 o

as turnover static

Deputy Business Editor
A FURTHER deterioration in market
conditions, which inereased pressure
on margins, saw Pep Limited’s earn-
ings drop 5% to R41,2m in the six
months to end August.

The current deflationary conditions
resulted in turnover remaining statie
at around R6532m with operating
profit down 12% at R67,8m.

Frasers

This, say the directors, was due in
part to a decline in the turnover of
Pep Manufacturing and a decrease in
turnover as a result of the selling of
the Fragers retail shops.

The interest bill however was
slashed 83% to. R1,6m leaving pretax
profit at R66,1m, down just 1% on the
© corresponding period last year.

A 4% increase in taxation at R23,4m
and a 61% increase in outside share-
holders’ interest to R1,5m saw bottom
line profits down 5%, equal to earn-
ings of 179¢ per share, on the same
period last year. ‘

In spite of this, the interim dividend
was increased marginally to 8c (7,5¢) a
share,

During the period 28 new outlets
were opened and 12 were closed due
to poor performance. The directors
say that the lack of property develop-
ment in their target market was inhib-

iting expansion.

Although there had been a decline
in profits, the division maintained
high levels of productivity and still
shows above average profitability
compared to eurrent industrial aver-
ages, say the directors.

MD T Haughton said that during the
period under review, the associated
company in Scotland made a loss of
R6m which included the opening costs
of 13 stores, bringing the total to 49,

However, the business was expected
to break even in the second halfand in
spite of the slow economic recovery of
the United Kingdom, indications were
that the division will perform satisfac.
torily in the medium term.

Stock levels

Stock levels had been scaled down,
refleeting a 3% decline in current as-
sets on the balance sheet, During the
next six months, stock levels would
gradually be increased to coineide
with the expected upswing, he said.

Haughton said that although econo-
mic conditions remain poor they ex-
pect trading conditions to improve
marginally in the second half,

However due to the volatile socio-
political climate, no significant im-
provement could be expected and the
group expected to maintain earnings
at the same level as last year.




nomiic growth, and job

\.{he'SA Chamber.of Busi-

Business Staf 3‘3

A MOTION calling for
the promotion of eco-

creation was’ today’

Chamber of |

Business 10 |

passed by an. over-
whelming majority dur-

ing. the first session of

| challenges of productivi-

?és‘?’s annu/a%_zonv n-
ion.PQq 12 £ 1 le) zgﬁ
The measures call
for to promote economic
growih include: =

'@ An improyed cli-
mate’ for encouraging
foreign and domestic in-
vestment. e

'@ An understanding
that 1abour and business

together must face the

ty and international
competitiveness.-

@A deep respect for
the. key role of éduca-

tion, training and contin-
uous learning . in’ devel-
oping skills required for
competing in a global
economy.

. @ Being sensitive to
the needs and require-

| ments. of emerging en-

trepreners. .. ..
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“Maintain earnings
S bcrpuum:eﬂsonllgha [QB
CAPE TOWN — Mass clothing and
food retailing group, Pepkor, was not
- likely-to show strong earnings growth -
. in the six months to end-August, mar- |
ket. Sources said yesterday, and in
current conditions a maintenance of
earnings seemed the likely outcome,
Pepkor:group companies have be-
gun publishing their resnits and more
are due next week. The ‘consolidated
group results ape due tq be published
. next Monday. (‘"2 )
Pepkor'management has said that
' given existing sociceconomic and
political circumstances, the group
waould do well to maintain earnings at
1. the interim stage. At the last interim,
- .earnings- of 27,7c were notched.
" However, the group’s hottorn line
would receive a healthy boost from
{ investment income — at'its February
year-end it had bank balances and
cash worth R373m. :
" Clothing retailer Pep Ltd — the’
. largest contributor to group earnings
+ —'is particularly vulnerable to 'un-
rest. This is expected to have a nega-
tive effect on Pep’s interim earnings. '
. Pep’s-after-tax profit last year rose
marginally to R99,5m.
Shoprite was expected to maintain
its growth.momentum despite the ef-
* fects of strikes.
[ Smart Centre has reported a 16,7%
. rise in earnings a share to 7c and on
Friday Cashbuild ‘reported a 482%
increasé in earnings to 14,5¢ for the |
six months to end-August.
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Turnover growth |

buoys Cashbuild

1 marciA KLEm |-
1CASH and carry chain Cashbuild

Increased its earnings by 48,2% to.
14,5¢ (9,8¢) in the six months end-.
ing August on the back of a buoy-
ant turnover growth and a good
agriculfural season,

The Pepkor subsidiary, which has
80 stores selling mainly fo rural trad-
ers in building materials, reported its
first dip in earnings in many years at
end-February. Current resylts place
it back on its long established earn-
ings growth pattern,

The results, the first to end-August

| sifice it changed iis year-end to Feb-

ruary, are compared with previously
undiselosed results in the prior year,’
CE Gerald Haumant said the 22,5%
rise in turnover to R251,9m (R205,6m)
represented an increase of about 10%
from six additional stores in opera-
tion and 12% from existing stores.
* Apart from additional stores, turn-
over was boosted by a “good agricul-
tural season which benefited small
country merchants, peaceful politi-
cal change in Lesothe and g windfall
in Venda following pension payouts”,
Haumant said inflation on the
building materials sold by Cashbuild
was in line with CPI after being 4%
below CPI last year, This meant it
was easier to contain cost increases,
and resulted in an improvement on
return on sales. Operating income
improved by 91,6% to R9,8m (R5,2m),
Haumant said a substantial rige in

‘gearing to 73% (48%) was due to

short-term funding of supplier pay-
ments over the month end. Thig
amount of R14,8m had been fully re-
paid by September 18, reducing gear-
ing to 38%. Cash resources at August:
28 stood at R9,7m,

Afier higher net financing charges
there was a twofold rise in pre-tax’
income to R8,1m (Rdm), !

Taxation was higher but income

490
470
450
430
410
380
370

| 1 1 1 ]

AMJ J AS 0o
after tax was up by 64,6% to R4,5m
(R2,8m). Haumant said taxation in
the previous period was reduced by
the utilisation of assessed losses,

The rate in the eurrent ggr[dg mg-
cluded a provision for secon ary ta
on companies, ‘éﬁ@ i

After outside shareholders’ Jinter-
est, attributable income was 48,3%
up at R3,1m (R2,1m).'An interiri divi-
dend of 5¢ has been declared, covered
2,4 times. No dividend was paid in the
corresponding period last yesr'due to
the change in year:end, Y

Haumant said there was S0me con-
cern that urbanisation would-affect
Cashbuild’s largely rural-dépendent
business, and the lower results t6 end-
February s¢emed -to- indicate this,
But Cashbuild realised the results re-
flected the. drought and the introduc-
tion of VAT, and there was no prab- .
lem with the !

h the rural:stores, ‘
Haumant said the improved sales:
trend was expected to continue in.the
second half as storés developed in the
past two years increased their contri-
bution o profits: Earnings wefe thus.
expected to rise in the secorid, half.
“The new store development pro-
gramme, which was slowed thi§ year,
will regain its full momentuin from
March next year,” he said, Next year

Cashbuild Wwould open :about 10 o 15 |

Graphic. KAREN MOGLMAN Sourcer |- NET

stofes, as it had done in the past./’J

— s



‘Cashbuild ups earnings -

oni better sales, ofits:

iDeputy Business Editor had now ‘‘drawn level with the cpr’
AN ,improvement in both sales vol- after running 4% pelow inflation last
umes and profit margins helped Cash- year. N
build, the cash and carry building ma- _ This made it easier to contain cost
terials chain in the Pepkor group, lift  increases and return on sales . im- '
earnings 48,2% to 14,5¢ & sharefor the proved from 1,9% to 3,2% which is,
six months to end August. however, still below the historical
(R'Iz‘ggréov;ardwastup 2%,5% at R251,gin level of 4,2%. "
6m) due to a o a reasonably: ) T ot
good agricultural season which bene- chLa:S; vg: arﬁg (t:oglgasghondtl_i[g tigax
fited small country merchants, the ge was affected by the - isation

= A of tax losses. The tax fate has subse-
‘;P’:ﬁﬁﬁ?élfﬁi’:}%c‘\’}e‘ifc‘f’;“%flfé’w?,‘fg"gggz quently increased from 31% to 44%.

gion payouts and {o the increase 11 the An increase in gearing of R12,6m —
number, of outlets from 74 to 80, say from 48% to T3% — Wwas accompanied
the directors. by a drop in interest-free liabilities of

An! interim dividend of 5¢ will be R17,5m. However about R14,8m of
paid:’ No dividend was paid for the ghort-term’ funding of suppliers’ pay-
corrésponding period 1ast year be- ment over the month-end was repaid
cause of the change in year-end. Divi- after the period under review, reduc-
dend cover remains unchanged at 2,4 ing gearing to 38%. Cash resources at
times. August 28 fotalled R9,Tm.

The directors gaid inflation on MD Gerald Haumant forecast higher
building materials sold by the group, earnings in the second half, Ch

— .
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Lower tax 1mprovg§3glotmqgj ret

CLOTHING retailer Smart Centre reported a
16,7% rise in earnings to 7c {6c) a share in the
six months ending August, as the effects of poor
trading conditions were partly offset by a
lower company tax rate.

The company, which has 143 stores trading
as Smart Centre, Patrick Daniel, Martins and
Kappa, reported an 11,5% rise in tugnover to
R89,6m (R80,3m). g: 31

Operating profit improved by 10% to R6,9m
(R6,3m). The interest bill rose marginally to
R2,1m (R2m), resulting in an 11,6% rise in pre-
tax profit to R4,8m (R4,3m).

However, a lower tax rate enabled Smart to

MARCIA KLEIN

show a 26% rise in profit after tax to R2 Bm
from R2,3m previously. Secondary tax on com-
panies at year-end would not be significant.

After outside shareholders, net profit for the
six months was 21,4% higher at R2,5m (R2m). It
was not policy to declare an interim dividend.

MD Charles Fox said the results were satis-
factory given the current conditions.

Smart had embarked on a significant adver-
tising and marketing relaunch and would spend
R5m over the next year on marketing,

The launch of the Smart Centre Club was a
significant strategic move. However, it would

ailer’s profit

" ‘mzﬁ!

not affect the bottom line directly as any- pro;
fits from the Club would be given back to the
customer. Smart was expecting about 45% 0

its 300 000 accounts to convert io the Club by
end-December.

The four Martins stores would be converted
to Patrick Daniel, and a1l of the Kappa stores
would be converted or closed by the year-end.

Fox said management expected “continued
real growth in earnings” in the second haif.

Smart had opened stores in Francistown and
Rundu (Namibia) and a Patrick Daniel store in
Umtata. Smart Centre stores would be opened
in Hazyview and in Selebi-Phikwe in Botswana.

T
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By Mumkulu Malunga

HOUGH THE CHANGES IN the
country call for a united
chamber of commerce to
represent the interest of
business people, historical
factors have to be taken into account.

This is the view expressed by some
leaders of South Africa’s four cham-
bers of commerce.

“In a country that is striving to be-
come one nation it is ideal that there
should not be different chambers
which arg organised along racial and
language lines.

“But in the South African situation,
we cannot ignore the past,” contends
the president of the National African
Federated Chamber of Commerce and
Industry, Mr Archie Nkonyeni.

In addition to Nafcoc, there is the
Sonth African Chamber of Business
(Sacob), the Foundation for African
Business and Consumer Services
(Fabcos) and the Afrikaanse
Handelsinstituut (AHI), all represent-
ing various chambers of businesses
nationally,

Nkonyeni says fragmentation in the
business community weakens the sec-
tor’s voice:. Added to the chambers are
business organisations like the Cham-

i

of business |

ity

B NAFCOC Racist commerce

chambers must be removed:

P

Mike Ntlateng
ber of Mines and the Steel and Engi-
neering Industry Federation of South
Africa who participate in a 17-mem-
ber coalition called Business Forum,
The fornm is a business representa-
tive in the National Economic Forum.
Nafcoc's main objective, says
Nkonyent, is to facilitate black eco-
nomic empowerment issues notat the
top of the agenda in either Sacob or
AHI. Nkonyeni says a compromise

e ]

could be an unconditional commit-
ment by a united chamber of business
to black economic empowerment.

Fabcos' Mr Mike Ntlatleng: “If
there must be unity, it should not be
for the sake of convenience.

Differences of opinion should be
recognised in such a grouping.”

An illustration of the opinion gaps
between black and white business
were the petrol price increase and the
introduction of Value Added Tax
when organised black business spoke
the same language as the labour
movement.

Already there is co-operation at
various levels such as foreign trips
and in national economic issues.

Sacob’s deputy director general,
Mr Ron Haywood, says debates on a
united chamber will intensify in the
post election era.

The president of the AHI, Mr
George Hysammer, advocates the re-
structuring of the Business Forum to
become the voice of business.

e
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I ). Residents of the Western Mcipal ‘services, ‘Residents

Trangvaal township of Boi-

suspected privatisation was

; ) . the council’s way of avoiding
§ T wﬂﬁnﬁﬁ%ﬂﬁ%éﬁgﬁg& the responsibilities of a
+ shops in Bloemhof on Moy. Ronracial local aitthority.

h . And they wanted the ef-
Jos day, a Boitumelong Civie As- fective de-racialising of all

- - sociation spokesman said, i
.~ Similar mass action four Alguguelpa.l regreational facm
}i .months ago resfult}g%g ina e '
mass dismissal of thé town's
-|-o. black work foree uiifil an end Hopetul .
+ i t0 the boyeott was'negotiat- The givie spokesman -—
Arced ‘ o who. asked. not to be ‘mamed
w: Despite this recent history, — said that the civic;and a
2 township residents re. - range of local political ygan-
4y, affirmed thelr intention to istions were still hopeful that
boycott stores in town at g direct talks with the coimeil
nass meeting in Boitumelong might yield returns, *;
- on Sunday, the civie spokes- oy clerk Déon, Brits,
7 Lo ' auxious not. 'to, ageravate

v

[

A L 2 -
-

man Said, * - ) e, [
‘«- . Regidents’ had three clear- matters, declined t6 .com-"

i+ 0bjectives; he said. They ment, He said all press state-
= wanted the reinstatement of ment would be made by the
248, cotmell "workers who had council’s political ledidership, |
w.been ldid off and a R500-a- Mayor Johan Visser was
» Mmonth increase for them, attending & meeling out of
i . They wailled the Bloemhof  jgun and could not be con-
o Towm; Cog;’:pil to give a clear taeted, : S '
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NC general secretary Mr
Cyril Ramaphosa -has
called on the, business com-’
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Wmamﬁwomm said rn nuwnnnnm

LA

nco-.: 5<am=.=n:$ s:h
-come:intd’ 9_“ no:bﬂ% negotiations-on_an Eﬁn_.ﬁa nosmﬂ..
SE, be for En couomﬂ “tution to be completed ‘cw the end
,fowmﬁ . -of this month; .~ .- & SHEL
“Foreigh invest- . “We will then hold a U_nnma?
ment will' bring for-- session that.will v::m togethiersthe; ™ g

.eign _currency, and ' various: parties where they SEr all:. .

) _ is. -ty has. ‘been very ﬁoﬂu .
Ob@n Town last week, said the - “It ‘was mooa ‘that-for.the: first - - tive. It is -this’ strength .
nﬁr?._:m s- call for-violence was timie-in'a _oum Eﬂnu busiriess,- trade, and ovvonﬂcn_g that
- a....wﬂﬁm:ﬁ 90 ecohiomy. sn—onm. woﬁw::,_nun Eﬁ ﬁorzﬂz * we_can build-on for all
C.n, The business community has E.mms_mmnosm spoke. on ‘an interna-  our peoplé, ‘as opposed
«Wmm.b very quiet. They need to be  tional platform, with one' <9nn to what happened in

u..u

:However, he was. w_mo confident «...oza that - we-have. achieved a- -for the ,cnznﬂn -of - a. n<—ﬂ=- HP_SPVIOMP En says- this. will be “Parliament will be recanyéne ;P
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Holidoymakers ...

al and Budget — have boosted business, but
at the expense of their bottom lines.
The price of hiring 2 leisure car — that

. sector comprises 40% of the total market —

has come down by 23% since June, says

" Budget MD Tony Langley. “We introduced

a lower rate to perk up business, our competi-
tors matched it, we lowered our rate again,
and 5o it went on until prices came down to
their present levels.”

That's meant more rentals, even though
corporate rates have not been reduced. Ac-
cording to the SA Vehicle & Rental Associ-
atien, the decline in business during the first
five months of the year, measured in rental
days, turned around in June, when business
shot up 5,2% compared with June 1992.
July’s business was up 8% compared with the
same month last year, i

“We hope these statistics are a reliable !
indication of the long-awaited upturn,” says |
Avis MD Grenville Wilson, who's also chair-
man of the association’s car division. Never- -
theless, he adds ‘that while volumes have
improved, margins are still contracting. The
average revenue per rental day for June was
7,2% down on the same month last year.

“While the market is growing in terms of
number of rentals, the price war continues to
erode revenue,” says Imperial MD Carol
Scott.

Langley says the industry’s profile is

" changing. Demand for bigger cars is failing

and- for smaller cars, such as
Toyotas and Volkswagen 1300s,
increasing, In Budget's case, de-
mand for the smaller cars has
increased from 70% of its hir-
ings a year ago to 87% now.

He regards the commerciali-
sation of the nine State airports,
which has resulted in the indus-
try’s rent at airports being in-
creased by 40%, as the biggest
threat facing the industry. Next
on the list is the continuing de-
valuation of the rand against
other currencies, which means
higher prices for new cars.

Scott says that in 1989, the fleets totalled
14 568. In July, it was down 35% to 9 425,
representing a R160m decline in purchases.
“Fleet purchasing now becomes a critical
issue,” she says.

Langley, for one, remains confident that
the industry will show good growth between
now and 1995 ‘

He reasons that the economy has bot-
tomed, which will stimulate the corporate
market, and that the leisure market wiil
grow after next year's general election.

Scott says Imperial, the market leader,
has managed to maintain its profit margins,
in spite of not having increased its rates since
January 1992, through productivity gains,
restructuring and rationalisation. “World-
wide the costs in the service industry are
rising considerably. Quite apart from the
substantiat increase in costs of vehicles and
components, people and infrastructure costs
are becoming a major issue.”

In an attempt to keep on top, Imperial has
started its own auction company, Premier
Auto Auctions, to dispose of the group’s
extra vehicles. It has also launched a new
nondiscountable group of vehicles, mainly
Mazda 323s, which will be rented out at
R57/day and 61c/km, about 30% cheaper
than the next category; and introduced an
upmarket taxi service in Johannesburg,
Cape Town and Durban modelled on the
UK’s minicab service. a

CAR RENTAL
Trying harder
Trying her™e

If there's one thix_lg a 0
more than cut prices, it’s
war. Since June the
tomers in the ca
that the three maj

mpany hates t0 .do
engage in a price
ferocious battle for cus-
t-hire business has meant
or players — Avis, Imperi- 1




United front urged
for'W Cape business

L . R
CY @Iy ‘
- Deputy Business Editor "
A STRONG, united business organisationito‘be the
syndisputed voice"” of business in the Western Cape
was required to influence the business affairs. of the
region, outgoing president of the Cape Chamber of
Intustries, John Middleton said. o
Addressing the chamber’s agm last night, Middle-
ton said in order to play its role in the tgc‘ansitional
and future SA, business had to have a co:ordinated
and’ strong voice; “We ‘need total involverient in
order to he a representative organisatii;rf,{;ﬂat can
exercise to the full the required influence on the
business affairs of the region. LA
He said the CCI and Cape Chamber of Commerce
both realised that together they could be stronger
_than if they remained apart. W
« . And we have urged all known regional busi-
ness organisations to join us in the planning pro-
cess. We must achieve unity in 2 multi-racial, non-

gexist business organisation fully representative of
the Western Cape region.” .

Middleton said the CCI and business ‘community
at large had an. important role to play in getting
mahagement to uplift employees at all levels. And,
employees, at all levels, needed to adopt.a co-
operative attitude towards improving productivity.

| SWARTLAD STEEN
| TASA D'0URD GRACA

(| BOSCHENDAL PAVILLON BLANG
DE WETSHOF CHARDONNAY
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Waterfront
offers course
for managers

Staft Reporter

THE Waterfront has joined the
campaign to promote service
excellence with a training
course for managers and own-
ers of hotels, restanrants and
fast food outlets there on Qcto-

ber 12. L ’
This will be followed by a se-

ries of one-day iauxmro__m dur-.
ing November for all “front-
ing” staff — the first people to
have contact with customers.

. through the ranks and by 1973 he was ap-is

=%
s

{

A swift and sure oy
record of progress. §
PROTEA Hotels & Inns (Pty) Limited, in its %

existing format, was started in 1984, but the .~
story really starts more than 20 years ago in .~ fw

W T
A master of
ith th ]
1970, when Otto Stehlik arrived in South = I ) ) m
Africa and took a job as a receptionist at the

brih — to 2 gy, bedh a0 posamte. LR MR . [ Perception is the key fc

** His success at this made for swift progress

;
b
. G

)
]

A nxs Al L Lap- L B S _ : Our Service Excellence Campaig
pointed marketing. director. -~ o ¢ VR :,.. w.. ,"M,=o=_>:_..:qm=_mm._

Fast-forward to 1988 when the group be- »* TR , e
came totally independent and undertook ma- ¢ (GORRY BOWES TAYLOR, Staff Reporter .. - _ w,.

j tructurin become Protea Hospital-5%F . .. )
me. _Mw_.w_%m_mgmawmmwm ﬁmr Mr mﬁm%mn mm%ww ﬁu,mmm telephonist/receptionist says to each calle
t:“Youwre welcome to Protea Hospitality Corporatio

®

executive chairman. PHC now holds Protea

. Hotels (which is responsible for the manage- 5% : 3 rHer voice rises on the final syllable. The reception:ar

Managers will be encouraged - ment and franchise operations for the 70-odd % : . Bl is black, grey, white. Glinty surfaces and soft ledth

customer servige, T CrcHent " hotels); Plan One;Protea Properties and SR . %% Some bridal white flowers, other greenery like guests
Maureen Thomson, public re- | . PH today, at just nine vears old, _w..m.m.wﬂ j py-othe feast

lations manager for the V& A

Waterfront, said the workshops | ° ; ooo

were aimed at offering tenants/
support in their efforts to
achieve excellent standards. °

“Since December 1990, we
have learned the hard way
about coping with the volumes
of visitors we get.

“We have avercome major
shstacles and haveachieved a
lot, but ve are never going to
zet co1 nacert.”

Anybody in =5 ~d in the
workshops show. . ¢ " -t Ste-
shen Ostrer, wiio 15 in .aa. ve
if restaurant tenant iiaison.
1is number is 2 419 2885.

I v The wrong person comes to collect me — I mean I
| the wrong person that she’s come to collect. Lots
gSorrys, smiles. Then I'm the right person — I'm thr
minutes early but Arthur Gillis is ready and up a
plaining his energising prevence - under ; coming at me. He has a handsome handshake and tig|
Sporting Achievements you read of his ath- ¥ {8 0 . 5 Iy p mn..wma energy. e o e gee -
letics, judo, hockey, swimming, aviation, life- L} o5 Tty SR 25 ) 284 Question: One of the difficulties in the hospitality ind
saving. 2 I ; e Y try must be the troublesome guest?

Other Activities includes Boy Scouts, Cubs, ¥% We start from the premise that the guest is not .
lifesaving instructor at Kimberley Girls’ Jeways right. The guest’s perception is always right.
High mgca (fun one, that) and various chair- ¥ Take as a recent example two guests staying at t
Eﬂ_.m 1Ps. kich started in 1973 . gme Protea hotel in the same room (no, not togethe:
nmi_mwm_wmmwmmw At the Wmmnm_zmgnrwmm%% ne had driven the enjoyable short distance fro
rises rapidly, star-studded with awards and tOrge, the other the ragged kilometres from Johanne

. ..m.m,ﬁ.;rgomam:g:&,m:.

nominations. His wife, Annette, and children Picture: HANNES THIART, The Argus.:~ #& |
Anton, Ashli and Alexis must he proud of ~Guest number one wrote a glowing guest comme
about the hotel, guest number two slated it. My advi

largest hotel group in Southern Afriea, .
g 1 group et ATFICR, ot

*

Arthur Gillis’s CV helpfully runs to six
pages. Which goes a long way to towards ex-

him. Arthur Gillis ... the guest's perception is always right.

- to the manage
excellence d
how they hanc
derstandably
~ have to read
guage. We ha
guest’s regquir

And there’s
example. If ¢
bredie and dc
[ staff are seve
they ask the ;
OK. Clearly it
they say: ‘Yo
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[0 Perception is the key for hotel gro

Our Service Excellence Camp
from Arthur Gill

.GORRY BOWES TAYLOR, Statf Reporter
THE telephonist/receptionist says to each caller:
wrekm “You're welcome to Protea Hospitality Corporation”
et Her voice rises on the final syllable. The reception area
is black, grey, white. Glinty surfaces and soft leather.
.Some bridal white flowers, other greenery like guests at
Ny .the feast.
The wrong person comes to collect me — I mean I'm
the wrong person that she’s come to collect Lots of
. sorrys, smiles. Then I'm the right person — I'm three
minutes early but Arthur Gillis is ready and up and
coming at me. He has a handsome handshake and tight-
ly packed energy.
Question: One of the difficulties in th
¥ must be the troublesome guest?
We start from the Premise that the guest is not al-
ays right. The guest’s perception is always right.
‘Take as a recent exampie two guests staying at the
me Protea hotel in the same room (no, not together!).

aign continues with hosp
is, MD of Rrotea Hotels.

e hospitality indus-

A master of hospitélity
with the right attitude -

TheDwans |

SERVICE
EXCELLENCE

3

'
xﬁ
J

\
[

gl lsvel

up MD Db

itable words

fie had driven the enjoyable short distance from
vE€, the other the ragged kilometres from Johannes-
, With two small children.

i - - T
NI [T
Plcture: HANNES THIART, The Argus..- Eﬁ?’
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- *“"Guest number one wrote a glowing guest comment

P

ahol

Gillis ... the guest's perception is always right.

-

ut the hotel, guest number two slated it. My advice

T e, 10 the management is that service
7] excellence depends entirely on
how they handle tired, ragged, un-
derstandably uﬂtight guests, We
have to read the unspoken lan-
gnage. We have to anticipate the
guest’s requirements.

And there’s my tomato bredie
example. If a guest orders that
bredie and doesn’t eat it, Protea
staff are severely reprimanded if
they ask the guest if everything's
OK. Clearltv it isn't. I recommend
they say: ‘You are obvicusly not
happy with this — may I remove
it and offer you something else
from the menu 7'

Although the bredie was made
to our popular recipe, the issue is
that the guest's perception is cor-
« rect, '

! Q: Do"You have a highly effective
¢ stafl training programme ?
. We say each guest is an individ-
" Ua] and every staff member is an
individual and we’d like the staff
» memher's personality to come out
. in de?l;ng aﬁpropria ely with each
[ guest.In the hatel industry we
i teach people thé so-called skills
§ — opening & pottle of wine, which
: side ;ta serve .from. Today I be- .
¢ lieyey hgt sinff is Somewhat trrel- =
evant.”Guests wish to be treated
.as individuals and they wish to be
treated in @ mannet which is ap-
propriate to their mood. So we .
tend to focus our efforts on attitu-
dinal training, °

e

Q: How empowered are your
frontline staff ?

Some years back, when empow-
erment was the buzz word, we
thought it would he a good idea 1o
empower people. We then found
that, in fact, we were empowering
them to say no and not to say yes.
For instance, we have two break-
fast prices, one for a Continental
breakfast and for a full break{ast.
But guests don’t fit into little
blocks. Some might want just a

slice of toast and a cup of coffee,
which slots into neither price. Qur
staff were empowered to give it
away for free or to charge a Con-
tinental breakfast price.

A more acceptable version
would be for us to empower opr
staif to decide what the toast and
coffee are worth, and charge the
guest accordingly, or, even more
creatively, to ask the guest to ag-
sess the value.

1 believe that 99,9 percent of
our guests are honest. If one guest
takes advantage, so what? We
can’t run a business on the basis
of the lunatic fringe. What we
have to do is to exceed the expec-
tations of the majority of our
guests, and then we're doing well,
Q: How do you define excellence
in the hospitality industry?

I can teach anyone to grill a
steak, but I cannot teach peaple to
smile, I cannot teach people to be
honest and friendly — and that is
what the hospitalify business is all
about. How to have empathy for
the guest staying in our hotel,
Guests and staff are always s?plt
in capital letters in our organisa-
tion. Always. That's our story, \
Q: Your five Moments of Truth? "

The things we have fo be great
at: ., . o 4

® Coffee,

@ Pillows,

® Beds,

® Any time that there is contact
between a staif member and a
guest — that last one metre of
truth between the two people.

@ When, in the guest’s opinion,
we have not lived up to the guest’s
expectations

The way in which we rvectify
what we have done wrong in any
of these is the opportunity to set
us apart. Not that I'm saying that
I will excuse a problem hut ]
think we should do it right the
first time.
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another boycott

H RESISTANCE RESUMES Blacks
object to racist attitudes:

1
Ty t -
(2o D) e

By lke Motsapl

consumer boycott of white

businesses at the Conserva-

tive Party-controlled town

of Bloemhof in the Western

Transvaal is to resume next
week.

The Boitumelong Civic Association
said in a statement yesterday that the
boycott would resume because “whites
in the area have not changed their atti-
tudes towards blac

The civic association and the tripar-
tite alliance of the African National
Congress, South African Communist
Party and the Congress of South African
Trade Unions, suspended the boycott of
white businesses in June this year after
agreement was reached o stopretrench-
ments and harassment of blacks in the
town.

However, the civic association told

offe  uw
HHER R
4L Eend

THpd b

I

Sowetan yesterday that the alliance had
decided to revoke the boycott because
“the other party has not stuck to the
agreement”,

A spokesman for the civic association
said retrenchments were still continuing
despite the agreement.

He said about 50 black-workers were:
dismissed from various white-owned
businesses in the area, including the
Bloemhof Town Council.

The alliance and the civic association
want:

@ Joint conirol of the Bloemhof,

Salamant (Indian) and Coverdéle (col-; «"g

oured) councils;
@ Amenities in the town open to alL

races;
® A moratorium on retrenchments
and dismissals; and o

® An end to racial dlscmmmauon

A mass meeting compnsmg the
Boitumelong (romdcnts"and*the local},
coloured and Indian cogﬁmumtles is to
be held in the township- on‘Sunday

The meeting will plam”uategles to
make the planned action a sucgess.

Meel:mgs have been held between the
civic association, the alhance -and the
white business community in a b1d to|
solye the problem, 7

@lacks were barred from going into

lown durmg a consumer boyoott of the
“towit during May this year
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- STODELS Garden Centres have just won
the prestigious Green Ribbon Award for
. being judged the finest plant nursery in
South Africa. Categories judged included
availability of staff; customer information;
knowledge ot plants; knowledge of
" insecticides, fertilisers and weeds; quality
of advice; willingness to help; staff
training; and bilingualism.

GORRY BOWES TAYLOR, Statf Reporter

ROBERT Stodel really is serious about service ex-
cellence — and delighted by the business and per-

" sonal rewards of this positive approach to working

life.

Question: Do you think it is always possible to
“Get it right the first time” ?

No, it is not ALWAYS possible. To err is human.
I do believe, however, that customers are human
toe, and will accept a mistake, as long as it is ree-
tified immediately — and I mean immediately.
They should under ne circumstances, however,
have to accept rudeness, aggression, indifference,

_ insults, or any other form of bad manners.

Q: So what is your definition of good service ?

Good service is an entire concept and is not just
how to serve a customer. It includes fruth in ad-
vertising, quality of goods, competitive prices, as-
sistance with parking, a clean and safe environ-
ment, clear signage, and speed and efficiency at
the till. Good service does not even stop when the

- customer’s car leaves the premises. In our case,

we include a 100 percent guarantee on all the
* plants that leave the premises. Good service never

" stops ...

w Q: Can you satisfy all the customers all the time ?

No, of course not. However, even if we are not
able to fulfil their expectations, customers do ex-
M pect common courtesy and the knowledge that we
¥ will do everything in our power to assist them by
% providing the product or information they require
" as quickly as possible,

: Q: How do you motivate your staff continually to
. provide what you consider excellent service ?

. 'The staff at Stodels “share a dream” and they all
have a say in the running of the business. Every
' morning there is a meeting for 30 minutes and, on

i- Mondays, for two hours, in which we discuss what

i how we can idiplement”our policy of the “search.
;. for excellence”. We don’t believe that philosophies -

- customers ma.m_.mmmﬁum, where we can improve and

in the heads of managers are effective. They must
< be shared with the staff on the shop and nursery
- floor.

ROBERT STODEL ... really serious about
service excellence.

Q: How important is service in the success of a
company such as yours ?

So much so, that “giving the best customer ser-
vice” is one of the four pillars of our company’s
philosophy. A high percentage of our turnover is
spent on staff training, 75 percent of which is cus-
tomer-related because, in a nursery, most of the
customers will require some personal attention.
We are well aware, however, that customer ser-
vice does not operate in a vacuum, it relies on a
good products.

Q: What do you feel is your most effective method
of ,achieving this quality of service ? .

*~We focus on knowing our customers and their
needs, however individual they may be. To this
end, we employ more trained horticulturists than
any other nursery in South Africa, and ensure that

pet
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their product knowledge is continually updated.
This is done in the form of in-house training by in-
vited guest speakers, as well as seminars, lectures
and selected courses run by The South African As-
sociation of Nurserymen, the Cape Technicon and
private management consultants. We also employ
extra horticulturists during peak periods to main-
tain the level of individual attention.

Q: First impressions always count. What do you
feel is the moment of truth when a customer ar-
rives at Stodels ?

1 believe it is when the customers drive through
the gates. Besides a welcoming environment, they:

must be assisted in finding parking and ushered in’

and in a friendly way. - - i

. Lo
iowl

Q: So, you're saying it's not only necessary to train
sales staff ?

courteously,

In Part 4 of our SERVICE
EXCELLENCE campaigh, we ta
green-fingered Robert Stodel,
managing director of Stodels =
Murseties, about “Getting it _.mma__%
_ first time.” .

WO.W_. ' ®

Precisely. Contrary to what people think, ib
not only the sales staff who must provide goods
vice — they are usually trained to do so apw
It is the trolley assistants, the parking attenda.,
the cashiers and the maintenance peopl: ¥>
should be trained.

Q: “The customer is always right” is an o ad
r_wa_w.mwmn expression. How do you implmet
this ?

If there is a problem with a customer, itis ar
problem. Staff are instructed to ¢all a managef
they cannot cope with a specific customer. I
believe that people are basically difficult — iy
may be stressed, but not difficult.

@ What do you consider to be some of the 4
tional facilitics you provide for your custor
that contribute towards a comprehensive servi

Our senior citizens receive a 30 percent disc
on most of our plants, if contrast to most busij
es, which give 12 to 15 percent. The reason for
is that many of these cudtomers helped to estalf
this company 30 years ago and we like to ré
them for their loyalty over the years. ;

We also never try to sell more to a custo
than they ask for. If they are able to make it
FUN experience and smile, the rest will follow.

We also send out a newsleiter free of cham
which provides information on what you shouldk
doing in your garden as well as useful hints aj
tips. In addition, we have seminars every ¥
weeks on subjects relevant to the gardening seas
and of interest fo, gardeners. .
Q: How do you follow up the standard of serv

We make use of service reply cards which
handed to every customer, and then dealt with}
the managers of the branches. Everyone who fi
it in receives a letter of thanks and a gift voudy
in the post. I personally see that each one is &
lowed up. * -
{{Finally; 1 would like to say that many cofr|
nies are.continually searching for success withy
realising ;where-to look. At Stodels, we attrih
our success to our poliey of providing the best
sible customer service at all times.




Markets could boost

township economy @

economists. |
ALIDE DASNOIS

Business Staff

A THIRD of Cape Town’s pop-
ulation of 2,7 million people
live in the black townships.
With unemployment at 70 per-
;cent of the labour force, most
are forced into the informal
sector for survival.

The ereation of wholesale and
retail markets in the townships
wouid create ‘a link between in-
formal- township operators and
the rest of the metropolitan econ-
omy. as well as providing town-
ship consumers’ with better ser-
vices, say economists A S M
Karaan and Wolfgang Thomas,

In a paper to the conference of
the Agricultural Economics Asso-
ciation in Cape Town this week,
they point out that 85 percent of
business in Khayelitsha is infor-
mal (see table) and that R91 mil-
lion of business is transacted
each year,

But, informal traders — usual-
ly located near bus and taxj

"OThe creatioq"' of "w'holesale and retail markets on the edges of the
ships is one way to develo

ranks, stations and main pedes-
trian routes — face serious sup-
ply problems because of their iso-
lation from the metropolitan
economy.

Fresh-produce sellers in the
townships, for example, get their
goods mainly from the Epping
market, but this is time-consum.
ing, costly and difficult for hawk-
ers with low levels of literacy,

New strategies to create betier
links between formal and infor-
mal sector operators should be
based on the right of consumers
and traders to operate either in-
side or outside the townships as
they choose, say Karaan and
Thomas,

Attempts to “gild the ghetto™
~ by developing the townships
— should be combined with poli-
cies designed to support township
inhabitants who prefer to operate
elsewhere,

A key mechanism for improv-
ing formal/informal-sector links
would be the ereation of a large-
scale wholesale market on the
edge of the townships.

black town-

p the township €conomy and fight unemployment, say

Such a market could be located
somewliere on the Philippi-Mitch-
ells Plain-Khayelitsha triangle.

It could start as a tresh-pro-
duce market {including a live-
stock auction) and could expand
{0 include other goods, depending
on demand. Access should be
casy, safe and cheap. The market
should operate principally on cer-
tain days (Mondays and Fridays),

At the same time, informal re-
tail markets should be developed
in areas where trade is already
concentrated.

Markets, say the economists,
can become a means of produc-
tive exchange between the town-
ships and the rest of the econo-
my: They will contribute to
employment creation and to re-
ducing poverty.

Licreased competition, lower
distribution costs and better ac-
cess should reduce food prices
and give the poor more room to
manoeuvre in their househoid
budgets. Nutritional status may
also improve.
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{'Sacob- proposes: golden Square’ forum

AR . g L, TR g, AR
| JoHANNESBURG 2 ThHe'S A Chigimiso: fiamiework ofthe Natibnal Beonomic
ber of Business (Sacop);lggs propdsed ' Fof m, or whatever institution re-
.an industrial poliey forim simijlar to Yplaced it, Sacob said, , P
Japan’s Industrial Structure Council ~Saeoh president Spincer Sterling’]
to develop and re d a new said that unlike the economi¢ fordm,
indugtria] policy.é@I ith i i

In-a discussion ent Sacob " sentatives from labour, business and
‘said!!yesterday the main purpose of. v government, the policy forum should

is‘forum would be to develop a new comprise a “golden Square” of repre.-
industriaj policy that would be re- sentatives from business, govern.
presentative of major stakeholders ment, labour ang the s?)pli_e s of

' 1io]73

insthe industr’ial«environment. technology. &< T

" A structure designed to formulate He said Sacob’s,discus
and promote new industrial:n’policy would be taken to-political:—parties,
should be set up within the broader the forym and'other“org_anisations.




SPECIAL Zvl STORIS P
[ ] . o
Swinging mll llnsh

When clothing stores do everything possible
to introduce or extend credit facilities to
maintain market share, it’s refreshing to see
a successful exception. :

Encompassing Milady’s, The Hub and Mr
Price, Specialty Stores has seen a swing to
lower-margin cash trade in the past 18
months. Organic growth in cash chain Mr
Price means that just under 40% of the
R209m turnover is in cash. The ultimate
target is 50%. If interim results are anything
to go by — Mr Price increased sales 103% to
R53m — management should have no diffi-
culty achieving this. ESO

In the six months to August, group earn-
ings rose 30% to R6,3m.

Toint MD Stewart Cohen concedes mar-
gins have been squeezed, from 7,4% to 7%,
but is confident that benefits from the new
systems infrastructure, an increased custom-
er base and an upturn in consumer spending
will see them recover.

The balance sheet remains strong, with
stocks well managed and neatly matching
(26% up) the 27% increase in turnover. In-
vestment in expansion is reflected in gearing
of 49%, up on 40% a year ago. Though well
within the self-imposed limit of 60%, the first
six menths of the financial year is tradition-
ally lower, suggesting less satisfactory gear-
ing can be expected at year-end.

It may be in anticipation of this that
management chose not to increase the divi-

o

pnlty’s Chiappini and ohen

80 « FINANCIAL MAIL » OCTOBER » 1 = 1993

TIGHTER MARGINS

Aug 31 Feb 28 Aug 31
9z ‘93 ‘B

$ix months fo

Turnover {RM} s 164 204 200
Operating income (Rm) 12,2 20,7 147
Attributable (Rm) ... s 7.7 B.3
Earnings {&) - 204 555 383

10,0 2156 115

Dividends {e) ..

dend precisely in line with profit increases.
DPS increased 15% to 11,5¢. [~ 1l

Of the two credit chains, Milady’s —
jadies’ fashionwear — increased sales 19% to
R95m. Interestingly, while whites are seek-
ing suburban sanctuaries, the chain recently
opened its second flagship CBD store. This
reflects a recognition that retailing’s future
lies largely in the black arena. The Hub, the
super speciality chain based in Natal, in-
creased turnover 11% to R59m. (o |92

Joint MD Laurie Chiappini confirms this,
believing Specialty Stores’ success lies in its

. strategy of clearly positioning the three

chains to meet specific needs. “We have used
this subdued trading period to consolidate
and enhance the positions of our chains in
their niche markets.”

Management is confident of real growth in
carnings in 1994, given that 60% of profits
are usually made in the second six months,
The exponential-like movement in the share
price over the past few months suggests the
market mirrors this sentiment.

On a pie ratio of 12 and dividend yield of
2,9% at R11,25, the share is rated well below
major competitors. In line for the ninth
straight year of earnings growth, the share
may well continue to climb. Investors may
wish to take advantage of this discount.

Marylou Grelg
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Stockbroker raises R50m

to helgé ,l%gg

FRANKEL Pollak Vinderine has raised R50-
million to help medium-sized black busin

Th relgn investo ;
s/ L kel st vt

; ! 4nd traim black hust; o
nessmen, says the stockbroking firm's chiet ©

executive, Sidney Frankel.
The money comes from the Frankel Pollak
Vinderine, Sanlam, HSRC and Ernst & Young-
sponsored Platform for Investment,
Mr Frankel hopes to lifi the o
million and list it on the JSE,

The investment instrument wikig Zgaer:
tive, offering some securrity. é{,}
Frankel corporate division dtreetor—girfion
Oliver says: “The moeney will be lent to and
invested In businesses that employ 20 to 200
ple and bave a turnover of R5-million to
Bgoo-million 4 year. .
“We are lookin’l% to finance more than the
hawker sector. The money will be lent at
market rates and dividends should bhe paid.”

Mr Oliver says the scheme should be rup-
ning before Frankel's annval eonference in

February. The firm Im{)f to present the out-

line and principles of the venture at foreign
investment conferences in New York in Sep-
tember and October.

% 5./ By TERRY BETTY

" start small and be controlled. . -

vty W mkbergir o o - . . ' P
T fond will Gt about five bustyiises in |
ﬁ:e first year. ¥ -~ 1 S o

Mr Oliver sa&s; “Many SA husinesses have
lost money in type of venture and so are
nervous to commit themselves,” ... ,

_ But this one will be different because it will

“We will be careful about where the money
goes. Lending decisions will be taken by a
managment committee that will oversee the
project.” Fatms

Mr Oliver says the Small Business Develo
ment Corperation, a merchant bank,
accounting and legal firms, which have yet to
be nam ill provide rtise, -

JSE president Roy Andersen supports the

concept of a business development fund, which |:

is being investigated by several stockbrokers.

ANC economic planning s&okqlnnan Netl
Morrison says: “The fact that the Veature and
Develolpment capital boards of the JSE have
been less than successful shows that a
fresh and innovative approach to hoosting

e

small apd medium businesses needs to be

found.” )
_ B LA
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"By JEREMY WOODS:.. -

e
RETAILERS acrossithe
.country -are battling!for
trade in their bleakest-ever
winter, but hotels, shops and
restaurants on Cape Town's

Waterfr e bucking the
frend. énit‘%{bvubo -
V&4 Waterfront manag-
ing director David Jack says
about a million people a
month visit the Watecfront.
Star performers ‘are the
hotels. The Victoria &:Alfred,
. given a four-star rating last
1 yedr, has achieved occupan-
| ewlevels of more than 90%.
U Mr Jack says the new 160-
roéom City Lodgef has hacfl:h oc-
- cupangy, rates ofnore than
i_ao%zﬁuss}n
i, The Waterfron sglilssncr'lé
- mas have been trading well
- as have the family restau-
| Fants like Spur and‘Morton's
on the Wharf. But;some up-
market restaurants have
been hit by recession.
"t «It seemns that people have
just hot had the money o
spend on fine dining,” says
Mr Jack.
“Mr Jack says: “Weekend
trade is'still good and en-
Ablés most retailers to' wea-

ther the poor econopilic/con-
om0 w
" The ~Waterfront., has
several advantages, ... .
“Shops are open’ all ‘day
Saturday .and Sunday, ‘ they
are in warm, dry ‘surround-
ings and connected to’ample
underground Farkjng."

< Turnover of all refailers is
mionitored . because leases
| coinprise a basic rent, or per-
centage of tyrmover —
whichever is the|greater.

; Ajl-outletstsubmiitfigures
to V&A Waterfrofit;which is
enfitled to ‘send+in.jts audi-
tors if retailersfare suspected
of making false returns.
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| By:Claire Gebhardt. . ..
RREEE ,'.’ B W
South-Africa’s fragile business
confidence took.3 sharp wpturn
last:month to-its higheat level in

|
t

- 2aiyears. “F(T I
- " Sacob's Business Confidence
. Index (BCH) registored.a 2,8 pers
centage’ &qint' Increase. 10967

1ast monthifrom §4,14n Juhe. |
Sacob chief ecanagnist Ben
van Rensburg warned: iowever
that: this did-not:mean the end
of the five-year-long recesslon,
He.ex&qctgd gverali-econom-
ic: growth. in-1993.t0 remain at
zero. “Prospects for.1994.re-
main“hostage to. developments

. on the political front": '

- -

. Van Renshurg sald businies
‘confidence hg
méring over, th

*not: quly: from events. like- Chirls

‘Hani's asgagsination -hut: aldo
“from a bad year eeonomigally. -

' ‘He:warned that the recovery’

‘wag fentative and that the up-
- turn in.the business mood could

t be reveysed i coming months, .

|

Negative developmenta ;0.3

Ne t
. the ‘politing) :fr‘sm%' which. ha

impaocted, on. business conti:
dence: were-the deflolencles: 1n
the. proposed conbtitution and

i o L A
e ' RS

B R ‘ng"%d(”ﬂ J X ;
shows marked surge:

- taken a hams
o past 12 months,

d riselnimports, "~

TR I MO S T
CH (4_\1-, . ' 3

the fact. that ail Pl*?iérs were

not at the table,

The strongest factors were'

the end of the dropght, and the
higher gold price. ;% . . |

“Other positive fagtors were '
the:stronger sales ¥f passenger
er dura- -

vehicles and certaip
ble'goods, ~ TG

" 'Vai: Rensburg said®signs of

an upturn in overseas econo-

further cut in interest rates,
Satob chairman Raymond

Parsons sald it was engouraging .

that 12 cof the 13 indices which

make up_thie barometer showed -

ositive movement. - the only
negative input had been unem-

ployment, ~ ' -5
f lgey-?efub-'in'dlces‘fwhich'

strengthened last month-to Lt
the BCI were a firmerif;nancial

rand; lower of,ficialhenglaltli?n, :
on-

the ‘mharp rise in t
price, strong growth in mer-
chandise exporis and-a stght

confidence

mies augured well for an in-’
grease in South African’exports. .

'Also- positive was the recent-
decline in the rate;of inflation, .
and slow money growth which -
had increased the chances of a




ID buys

By Stephen Cranston )

W&A subsidiary JD Group will
pay R85 million for Rusfurn.

The announcement ends a year
of negotiations between JD and
| Rusfurn’s major shareholder
Absa,

The deal turns JD into a giant
furniture retailer with 600 stores
and annual turnover of
R1,3 billion.

As part of the deal Dion has
been sold.to Massmart, part of
" Woblttu, for R80;1 million ifi cash.

JD chairman David Sussman
says .everybody wins as Rusfurn

Ru

R eer
P B

1

N
has found the right management
and Absa is relieved of its hold-
ing, which it only acqiired by de-
fault after the failyre of a -
agement buy-out. { O

JD will issue Absa redeemable
preference shares issued at 753,8c,
equivalent to the net asset value
of JD's ordinary shares at the De-
cember year-end, and 2 25 per-
cent premium on the curre
market price of 6004, D->

The new instruments wil

carry a coupon equivalent to the’ |

ordinary share dividend.
JD has the option to redeem
the shares either in cash or in JD

sfurn for R85-m

ordinary shares after three or .
five years.

JD will recapitalise itself with
a rights issue of at least R75 mil-
Tion, probably in October, which
will be advanced as a subordinat-
ed loan to Rusfurn,

The combined group will be di-
vided into two operating units.
One will consist of the more
urban upmarket chains such as
Joshua Doore, Russells, Brad-
lows, Rudicks and Giddy’s.

‘The~other will focus on the
black-orientéd chains such.as

Watida Frasers, Price 'n*Pride,
Harmony, Montana and Seore.
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Bloch sKarél dfop 15,4%

Co R T
.CAPE TOWN — Trade-
mark holding company
Bloch Ltd suffered a 154%
drop in earnings a share to
4,4c (5,2¢) in the year to end
June and has declared a fi-
nal dividend of 2,2¢ which
brought - the total for the
year to-4,2¢ {6,1c).
Blochi:éarns most of it§
- income from royalties paid

by trading companies in the .

Bloch ;Supermarket group
for the use of its trademark.

Chairman Bernard Ra- -

binowitz said earnings
were in line with expecta-
tions and had been affected

| unDA Ensor |

by a heavier tax bill after
the business relocated from
the Ciskei fo SA, The tax
charge soared 180%, leav-
ing an income of R826 281
{R976 269).

Royalty income fpr the
year was R1,27m. i

Licensees appeared’ con-
fident, despite the predict-
ed gradual economic recov-
ery,-and planned to open
premises in Wellington in
November. Other sites
were being evaluated,




Business
hiopes up

THE SA Chamber of
Business confidence in-
dex bounced up to 96,7%
in July — its highest
level for nearly three

years. W 1% in
June. (e
But 3 majol son for

improved confidence
was the recent higher
gold price, which fell be-
low $400 an qunce yes-
terday” T bBIS[|T2

And, warning that stat-
istics can give a mislead-
ing impression, Sacob
chief economist Dr Ben
van Rensburg said that
although “some encour-
aging signs have
emerged to suggest that
the economy has bot-
tomed out”, the rise in
the Business Confidence
Index ‘“*has probably
overstated the effect of
these on sentiment”,

He points out that
signs of recovery are
patchy and any recovery
in the business mood
could easily be reversed
by political develop-
ments.

“Sacob’s forecast for
overall economic growth
in 1993 remains at zero.”

®SA business confi-
dence hits three-year
high — Page 8
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FOSCHINI ﬁlml big]4qz
Superior performer@

Activitles: Chainstore retailer of clothing and
fawallery. Holds 35,3% of Oceana Investment.
Control: Lefic 50%:; Lewis family hold ultimate
control.

Chairman: S Lawis; MD: C L R Hirschsohn.
Capital strocture: 44,4m ords. Market capital-
isation: R2,86bn.

Share market: Prico: 6 450c. Yields: 3,6% on
earnings; p:e ratio, 27,8. 12-month high,
7 500¢c; low, 3200c. Trading volume last

quarter, 135 000 shares.
Year to March 31 Y89 90 92 . X}

ST debt (Rm) ......... 144 138 11,3 383
LT debt (RM ........ 60,6 66,8 1790 1175
Dabt:equity ratio ..... 039 027 054 034
Shareholders’ interest 0,41 045 045 050

Int & leasing cover . 7.6 7.8 4,7 8.4

Return on cap (%) .. 29 31 274 253
Turnover (Rm} ....... 661 822 976° 11869
Pre-int profit {(Am} ... 125,2 170,0 186° 225,0
Pre-int margin (%} .. 18,9 20,7 188 19,7
Earnings {¢)® .uovvenn. 136,2 181,2 192,35 2324
Dividends {¢) .......... 242 311 209* 230*
Tangible NAV (¢} .... 420 6806 798 1003

! Year-and Dacember 31.

2 18 months; share split 4 times.

3 Adjusted for share split and scrip dividands.

* Scrip dividend only,

® Adjusted to reflect 12 months results to March 31.

Results for the year to March 31 must be
considered markedly superior, especially un-
der the constraints imposed by a shrinking
economy and one of the worst periods for
retail trading since World War 2.

In 1983-1993, Foschini posted compound
growth of 18,9% in turnover, 22,8% in pre-
tax income and 21,4% in EPS. This includes
the sharp 1984-1985 recession when EPS
dipped for the first time, Financial 1993 is
not directly comparable with the previous
accounting period, because the financial
year-end changed from December to March,
but unaudited resuits for the 12 months to
March 31 1992 enable comparison with the
1993 year’s resuits.

This shows turnover increased 19%, in line
with the compound growth rate of the past.
But pre-tax income rose an impressive 28,4%
and EPS, after dilution related to the scrip-
dividend policy, by 25,4% — robust growth
from the high base reached over the previous
15 months.

Foschinl

T
ASONDJFMAMJ Y
1092 1993
Fvn el 193

The 20,6% gain in operating profit is argu-
ably a better indicator of progress than pre-
tax profit which was boosted by the interest
bill falling from R40m to R35m.

Foschini has a 35,3% investment in
Oceana Ple, acquired for R131m in 1991
(see next report). To bolster cash flow after
this investment, scrip dividends are being
paid instead of cash. That helped to reduce
borrowings and, with the fall in rates, inter-
est payments diminished. As long as scrip
dividends are paid, pre-tax income should be
boosted by a falling interest charge.

As always, information about perform-
ance of divisions is scanty. But data provided
again indicates good management at divi-
sions. Foschini Stores, by far the largest
division, opened seven new stores and closed
four but cut its floor,spacg by 2%; turnover
increased 17%. (S,o

American Swiss opened 12 stores, closed
three, increased trading space by a net 5,9%
and expanded turnover 21%. Markhams
opened nine stores, closed one, increased
floor space by 5% and turnover by 23,6%.
Pages Stores’ floor space and stores were
unchanged but turnover jumped by 22,8%.
The 76-store Sterns Jewellers was bought for
an undisclosed amount.

Each division apparently gained market
share. Productivity and efficiencies carried
on improving. The continuing investment in
information technology is strengthening
management’s ability to provide the right
merchandise to target markets of the trading
divisicns — minimising markdowns — “just
in time.”

Through 1990, the share price languished
around R17. In the first quarter of 1991, it
jumped above R3( and wavered there until
November before moving steadily to a high
of R75 last month. ]

Assuming EPS again grow by 20% to
279¢c, at 6 450c, the prospective pie is 23.
Some investors might regard it as fully
priced but, when the earnings record and
market rating is compared with those of
other blue-chip retailers, Foschini’s ability to
keep its EPS annual growth above 21% still
ranks it as one of the most attractive long-
term growth stocks on the industrial board,

Gerald Hirshon
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STOOKS f SIO0KS_ 1y |y
Margins get priority

The nows from Stocks & Stocks Ltd (SSL)
— the building & construction and property
the 25% fall in

group — is not as bad
turnover might suggest.

| Its policy of not taking on low-quality or

Fva blglasf

low-margin business has precluded it from
some contracts. Says executive chairman
Reg Edwards: “Margins are far more impor-
tant.” Despite the 27% fall in operating in-
come, margins were steady, falling only from
3,7% to 3,5%. EPS fell 5% to 24c.

SSL has embarked on a programme to
rationalise high-risk businesses and improve
the product mix. For the first time, operating
income from nonconstruction activities ex-
ceeded income from conmstruction, at 57%
and 43% respectively,

Areas of diversification include invest-
ment properties, leisure and a move into
Information Technology (IT). The IT divi-
sion, which contributed 2% of operating in-
come, has the sole SA distributership of
Lotus products for Unix and has made other
investments.

Group current work on hand of R1,4bn for
the next 18 months is the highest ever, About
half has been generated through in-house
property, construction and leisure projects:
the leisure division generated projects like
Kruger Park Lodge, Castleburn in the
Drakensberg and Wilderness Dunes on the
Garden Route.

Divisional performance was varied. Con-
struction divisions, which together contribut-
ed 43% of income, were hit by continuing
adverse market conditions. But the housing
division had a successful year and is expected
to increase turhover by 50% to R200m dur-
ing this year; low-cost housing generates
more than two-thirds of housing division
turnover. The roads division lost R13m but
has been refocused on niche operations and is
not expected to make a loss next year.

The property division— 37% of income —
18 building up a portfolio of long-term invest-
ment properties. The leisure division — 11%
of income — is expanding its portfolio slowly
and simultaneously generating work on the

A0 AR 30
g "y

"~ Six wonths To'. "

- Turnover (RM) voewieniss 1,439 7 01,104

Operating Ingoma (Rm) .. 63,1 .389
. Agtributatle Rm} ... 20,0 18,0
* Eartings {6) et T 26,0 24

: Di\"idanqs"{c). .

)
construction side.

The group is financially strong, with cash
of R61m and net gearing of only 9,2%. Cash
is being used to buy investment properties.
Edwards is reticent about this financial year
but the implication is that it will be more of
the same. Turnover is expected to regain
some ground and margins will be steady.

On a pee of 2,9 and a dividend yield of 10,
the share is on a low rating compared with
the sector. SSL is fundamentally sound, gen-
erating internal business and going for qual-
ity margin work; but it’s too early to buy
now, Louise Randell

707




MORKELS Fon  &lglas

'Ready for recovery after o caning

Premature expansion hurt Morkels but it can gain from resurgent demand

Jansen admits that a major error of judg- monetary policy aimed at curbing inflation. depressed consumer discretionary spending.

With surprising candour, Morkels MD Carl [ in the economy, brought abon partly by | rates and increasing unemployment steadily
ment by management caused the serious Jansen and his colleagues reasoned that | Sales growth tailed off and profits dipped

drop in 1992 profit, when EPS fell by more | the economy had either bot-

than two-thirds, The 1990 decision to expand
rapidly was the cause. It gave rise to the
present financial structure and high interest
costs now depressing earnings.

A superficial reading of results suggests
that while a deteriorating economy trimmed
turnover growth, the real damper on profita-
bility was excessive gearing brought on by
funding expansion with short-term borrow-
ings. Jansen dispels this impression. The real
mistake, he says, ironically stemmed from
management’s familiarity with the business
cycle (Morkels was a founder member of the
Retail Liaison Committee — it reflects Jan-
sen’s penchant for facts and figures). Man-
agement had been carefully watching the dip

tomed or soon would and an-
other cyclical upswing was just
around the corner. This opinion
was shared by some bankers
and economists who, in mid-
1990, believed the srecession
would end about 10 months lat-
er. Management decided on
comprehensive expansion, for
Total Sports in particular, but
also the Morkels furniture
chain, to be funded by short-
term debt.

Record results were posted in
financial 1991, but then deep-
ening recession, rising interest
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alarmingly in 1992, as turnover
in the furniture trade plummet-
ed.

Until German industrialist
Claas Daun bought control,
Morkels was part of Federale
Volksbeleggings. In 1989, says
financial director Terry Simon,
Federale was over-invested in
assets. Its board instructed
Morkels and other subsidiaries
to restrict any growth that in-
volved capital expenditure.

This not only curtailed man-
agement's plans, it also dam-
pened their motivation. Not
surprisingly, when stockbroker

M
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LEADING ARTICLES

Activitles: Retails furniture, appliances and
sportswear through Morkels and Total Sports
chains. Wholesale distribution of sports equip-
ment, footwear and related clothing through
Ajay Sports.

Control: Daun Et Cis Ag 79%.

Chalrman: G R Pauw; MD: CHM Jansen.
Capital structure: 4 1,9m ords. Markst capital-
isation: R46m.

Shore market: Price: 110c. Yields: 5,5% on
dividend; 21,2% on earnings; p:e ratio, 4.7;
cover, 3,8. 12-month high, 120c; low, 55c.
Trading volume last quarter, 1,5m shares.

Yeur to Movch 31 W N 9 ‘a3

ST debt (RM) ......... 296 654 958 759
LT dabt (Rm) ......... 1.6 1,8 13,0* 12,0
Debtiaquity ratio ..... 0566 1,12 167+ 1.2¢
Shareholdars’ interest 0,35 0,29 0,26 0,30

Int & leasing cover . 162 1,74 1,35 1,78
Retern on cap (%) .. 10,9 13,5 83 11,0

Turnover (Rm) ........ 205 268 308 319
Pre-int profit (Rm) ... 18,2 284 21,2 267
Pra-int margn {%) .. 8,1 106 6.9 8.4
Earnings {6} ............ 14,5 23,7 102 233
Dividends {¢} .......... 7 10 4 6
Tangible NAV {c) .... 13t 151 158 174

* Lease {iabilities against fixed assets, 1995-1008.
1 Includes lease liabilities.

Senekal Mouton & Kitshoff approached
Jansen that October with a management
buy-out proposition, the suggestion fell on
fertile ground.

Over the next few months, Jansen says, he
and Simon talked to many bankers about
structuring a management buy-out, They
were 75% down the road to achieving a deal
when, out of the blue, Daun phoned with an
offer to buy control. Daun, a CA and tax
lawyer, owned the German company Daun
et Cie, then rated one of the 20 largest textile
groups in what was then West Germany.
Daun had made cash investments in SA
since 1986, and, when bidding for Morkels,
he owned a Paarl textile factory and com-
mercial and office property portfolios in
Cape Town and Johannesburg. Before decid-
ing to invest in Morkels, Daun had lived in
Cape Town, consolidating his local interests.

President FW de Klerk had made his
momentous February 1990 speech; Nelson
Mandela was released. The impression was
that sanctions would soon be lifted and opti-
mism was rising. It fuelled a miniboom in
sales of consumer goods.

In April 1990, Daun paid Federale 95¢ a
share (cum dividend of 4¢) for 30m shares
and acquired 75% of Morkels’ capital. Man-
agement was given an option — valid till
April 1995 but exercisable at any time — to
buy 10m shares (25%) from Daun at 95¢ a
share. This price was to escalate annually at
a favourable interest rate; dividends were to
be offset against the price.

These terms were, says Jansen, much
more attractive and less onerous on manage-
ment than a pure buy-out would have been.
It gave management a substantial interest
without incurring the debt usually involved.
It also spurred all concerned to make the
group perform. It encouraged expansion, and
Daun was happy to agree to the expansion

programme and the proposed method of
funding it — borrowing against debtors.

Daun’s purchase, which at first seemed
shrewd after an excellent 1991, took on a
different hue as 1992 figures confirmed pro-
fits were unsustainable in the short term.

Simon reckons that, before Daun’s take-
over, it was planned to raise about R80m to
finance expansion. The intention was to
build a higher cash component in the sales
mix than the Morkels chain alone could
deliver. The plan to raise the funds was
shelved but expansion went ahead.

Simen is adamant that borrowing is
always cheaper than equity because of the
tax shield it brings. His attitude was
coloured by the low market rating of Mor-
kels’ shares, which did not make a rights
issue & proposition.

It costs about R2m to open a Morkels
store and R800 000 for the average Total
Sports, New stores in cash-based Total
Sports rolled out rapidly: from 18 in 1990 to
37 two years later. There are 44 now.

To the 82 Morkels stores in 1990, a fur-
ther 11 were added in two years (with only
one more in 1993). In 1990-1992, store ex-
pansions absorbed about R30m. Also, sports
goods wholesaler Ajay Sports was bought for
about R3m in 1991.

In 1990-1992 stocks rose from R38m to
R54m and accounts receivable swelled from
R101m to peak at R165m. The table shows
how total debt jumped from R31min 1990 to
R109m in 1992 as
new store develop-
ment and additional
working capital ab-
sorbed cash. Interest
payments leapt from
R59m to R15,7m —
and all but demol-
ished operating profit
in 1992,

Apart from the ar-
gument that it is
cheaper, Simon pre-
fers short-term debt to
new equity because
returns from timeous-
ly collected credit 60-
sales are much more
than the net cost of
borrowing on a debt-
ors’ book with an
average life of less
than a year. In a2 buoy-
ant economy with
burgeoning demand,
that could be valid.

But, as Jansen says, “lhe Morkels chain is
a see-saw type of business. The income state-
ment looks fantastic in boom times but then
gearing poes sky high. Conversely, in an
economic downturn, the balance sheet im-
proves as slower sales pare stocks and debt-
ors while cash flow from the debtors’ book
continues, but operating profit takes a knock
because margin deteriorates and interest
payable severely dents pre-tax profit.”

Simon maintains that, had Morkels bor-

Morkels
share price

Ready for the upswing

Morkels and the Industrial index

Morkels v
Industria

rowed R80m in debentures as planned three
years ago, it would now have R40m more
debt than desirable. Instead, he points out,
short-term borrowings — of which R20m
are in acceptance credits and R49m foreign
loans — are all secured against the debtors’
book, not the business itself.

Jansen emphasises that prospects are
sound for Morkels, which is now providing
78% of group sales and 97% of operating
profit, and Total Sports — 19% of sales and
8,5% of operating profit (Ajay Sports lost
R3,2m or 5,6% in 1993).

Post-expansion, both chains have valuable
assets, he says. Management is concentrat-
ing on managing the group out of its finan-
cial burden by improving productivity.

“Both chains have the resources on the
ground,” he says. “That’s why the March
1993 results showed a critical turnaround
that should be recognised as such. Stock was
cut, debtors did not rise and we have un-
tapped resources in store spread, human re-
sources (there have been no redundancies)
and new technology. It's a lean operation.”

Furniture traders can be put in three
broad categories: discounters; those aimed
specifically at the black market; and traders
with a universal appeal. Jansen says Morkels
is in the third category, with suitably sized
stores located to satisfy the changing market.

He is optimistic about Morkels’ future,
not least because electrification throughout
most of SA will boost demand for electrical
appliances and home
entertainment pro-
ducts.

He is also optimis-
tic that, as in the US
in particular, banks
will realise the emerg-
ing black market will
bring potential new
customers by funding
credit purchases of
white and brown
goods. This would en-
able Morkels to con-
centrate on the area in
which it is most
skilled: selling.

The share price is
close to the 120c¢ peak
¢ set in March 1991,
having languished
around 55¢ for most of
last year — so inves-
tors are expecting
better results in finan-
cial 1994. With growth stocks expensive,
analysts are looking for cyclical shares that
could do well in a recovery. While it might be
premature, consumer durables are among
those being considered,

Jansen is looking for real growth in earn-
ings. In this climate, that would be some
achievement. Nevertheless, it should not be
forgotten that he and his management team
stand to gain a lot if the group can show
cxciting EPS gains in the next two vears.

Gerald Hirshon

Morkels vs
Industria|
index
-0,038

-0,032
-0,028
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bt 30 pércent of build-
ing’contractors feel they
are_handicapped by“a
shortage of ‘skilled arti-
sans and foremen, despite
the ‘chronic work shortage
in the industry.

. iFigures from the Bu-
_réau ka
Zsearch

‘ tn ctorg®are also feeling

Economic Re—
ow. that sub-con-

e lack 'of skills,
The\ﬂgurw have.result-
‘i"an appeal

atign (Blfsa) for all con-
tract.ors especially those
with ldrge laboiir’ forces,

to boost trammg pro-

grammes. ..
Bxfsa’s general manag—

. from the :
Biiilding Industries Feder-

St::‘qt '
Bunlders short oi’ sknlis

er, education and- trammg,
Derék Weston; says the
figures are disturbing be-
cause “at a time_ when
work is in such short sup-
ply, we -would expect to
see no shortage of ‘skilled
or su isory _men a
all”,

“We -are worried thaf,

when an upswing comes,
demand for skilled- work
ers will far exceed'sup-

ply — and foresee a‘sxtu—
atmn similar to that'in the
early 1970s, when: contrac-
tors battled to find skilled
men; producthty
dropped, the. -wages-of ar-
tisans, rose unndtﬁrally

.fast and the mdustty re-
~-sorteii to-recruiting. over-

seas.”




THEK ge’?ﬂofp Consumer Boycott
Committee would continue'its boy-
cott.of white businesses in the West
Rand town-until the Conservative
Party-controlleditown council dis-
cussed joint local government issues
with it, the committee said yesterday.

KCBC seoretary Mr Ronnie Moloi
said in a4 statement the boycott,

commitice representing the residents
ofKagispand Munsieville townships,
“T'was not-againstJocal buqlnessmén
“We have had several meegngs
with white business toexplain lhat the

launched three months ago by the

theracial fordquﬂgg;aﬁngm thetown.”
Moloi said the council and people of
Krugersdoqg were against the forma-
tion of localgbverninent interim com-
miltees, whereas. resldents of Kagiso
and Munmcgllle wanted joint control
of admnmstfﬂhoﬁ‘%agd taxes (o be
equally distfibiied and utilised in the
interests of dll.the people in the area.
The land igsue Ue Wasa prpnty and the
housing problem Badt obeaddnessed
throngh joint f}grts*but:lhc council
refused Lo dlécﬁss “ihizse issues with the
commiitee, he added. — Sapa.
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. SAL];}_S ‘House lifted footwear sales in the group
by an "unprecedented 45% in the past financial
year ﬁhead of the acquisition of the 203 Cuth:

' 'berts and ABC shoe stores m June this year for

‘ ', RA5m L

UMDy ’Arthur da Costa sald the growth repre-

-'sented a.52% increase in.its market share with |
‘ footwénr -¢urrently- contributing 27% to the

3 cham §+annual turnover.

) He; sald the dequisition: would speed up:'the

A .‘;groups strateglc footwear expansmn ?pro-

il gramme

- .-Sales House' currently has four stand alone

[~qs ec;ahty foptwear stores, the most recent.'of

|\ which* openedqn Capé/Town in April this, year

l A further 104 tand, alone footwear storeSPare

| planned for this’ yéar

R g 143*
T o
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THE formal sector had név
blocked the informal sector from tak-
ing part in the. building irdustry,
Building Industries Federation of SA
spokesman Margaret Anderson said
yesterday.

She was reacting to a warning
made by representatives of the infor-
mal building sector that formal
builders would be kept out of future
township reconstruction projects.

The building industry has been pin-
ning its hopes cn a massive national
reconstruction project that would lift

it out of its current depressed state.

EEPIEY]

{Formal ‘B’-'ii'ild’i'n'ggi tor reacts to warning

GAVIN DU VENAGE |

Builders were told that unless they
met certain guidelines, which would
include increased community par-
ticipation, profit redistribution and
skills transfer, they would be pre-
vented from operating in townships.

Anderson said the formal sector
had supported community involve-
ment and skills transfer. Only profit
gedistribution would have to be nego-

iated, as building operated in a free
market environment.
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HE Nationar, AFricaN Federated Cham-
ber of Commerce and Industry’s
29th annual conference highlighted a
new sense of realism that is emerging
among black bisiness people.

“Time for pious irrelevancies is past, nowis
the time for action,” says National Sorghum °

Breweries chief executive Mr Mohale
Mahanyele.

In the past, gatherings like this used to be
preaccupied with finger pointing and very little

action — to the extent that some people dis-
rmssed “Nafcot” conferences as “social occa- .

sions”. . etk e,
There was concem that black businessmen

were falling into a trap that caught many leaders

in post-colonial Africa, where every weakness

in governments was blamed on the colomal
masters.

Conference rooms overﬂowed with busmess .

thetoric, with most of the time devoted to”

mourning and crying foul. Evenpolitical parties

which many expected to break from the mo-.
notony when invited to speak at Nafcoc AGMs
jumped on 1o the bandwagon.

This year, though some people still went o
gamble while the conference was on, the major-

ity were patient enough to listen to'a variety of

speakers who gave practical presentatlons to the g

audience.

The seriousness that was reﬂeeted at Sun Clty
could probably be attributed to the leadershlp
style of Mr Archie Nkonyeni.

In contrast to his predecessor, he does not
seem to believe in diplomatic talk a.nd therefore
calls a spade a spade.

In his speech Nkonyeni attacked the Smal]
Business Development Corporation for its inef- |
fectiveness and unwillingness to break from r.he.,
apartheid culture,

He called for a2 complete overhaul of the
ownership and control of the institution. ~ *

Nkonyeni described the SBDC as a pnsoner
caught upina web of bureaucracy that appeared
totally insensitive to the changmg economrc
climatie of the country.

The Nafcoc president aiso echoed the major
fear of black business people —marginalisation.

At the moment neither the liberation move-
ment nor the Government have come up with a
concrete policy to define the role of black busi-
ness in the post-April 27 era. .

It is only next month the National Econormc
Forum has promised to release a document
proposing the part to be played by small busi-
nesses in the future South African economy.,

While it is true that most small business
enterprises in the country are black, addressing
the interests of small business only will not be

enough to address the fears of black buwiness .«

The essence of Nkonyeni’s speech -vas thu
while black business organisations have sup

-

AR R CHIA e

iy ﬁn.mw\é,

'TI-IE NaUOnal Afucan Federated Cham

'Mr Archie Nkonyanl good Ieadershlp
:style. Lo - 1T T

« white business and forgemng their long-time
Jbackers, - -

ST

9«
wﬁa "'

ber of Commerce and Induslry’ S 29th ‘
annual conference hlghllghted d new sense
of realism that is emerglng among black

business people Business Reporter

M1|mkulu Ma M.
' & ',":.‘: Cos ‘ ., R .
Joceasions only to accompany their husbands,

e »made their presence felt, - .

5 " ~The passing of a resolution unambiguousty
q - explaining’ women’s rights within Nafcoc's
7| -ranks was a major breakthrough in lhe male-

iy dommated business world,

. "Black businesswomen had brought Mrs Ad-

"?-elmde Tambo to hammer home the women's lib

ey message. =~ ¥
4 - Tambo said women compnsed the most
::;»e . dlsempowered grqupmthecountry and they also
ﬁ?f_{h formed the majority of the unemployed.
54w She was adamant: “Our situation cannot cor-
“%5%]  rect itself without our active intervention.”
,% b/ Inherpassionate call for women tobe released
i is from the bondage of economic exploitation,

~gt  Tambo recalled the old Africa saying:
“Mangwana otswara thipa ka bohaleng,” mean-

%1  ingthat the mother will do all she canto help ber

¢ family.

A4 Accompanying the speeches, some of which

nearly brought the delegates to their feet, were

| issues relating to unbundling and affirmative
.action, *

" ¥ The committee charged with the responsibil-
ity of investigating means through which black
participation could be intensified in the corpo-

-rate world, was given the additional task of
devising strategies that could be explored to
maximise black business beneﬁts from the proc-
ess of unbundling, . -

"+ Commonly known as the 3456 Committee”
in Nafcoc circles, the committee was appointed
as a follow-up to a call made by former Nafcoc
president Mr Sam Motsuenyane in 1991,

He had, among other things, suggested that 40
percent of the shareholders of companies quoted
on the Johannesburg Stock Exchange should be
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poned the liberation movement unashamedly in
" the past, there were signs that politicians within
these movements were aligning themselves with

Many black business people are unhappy with
the way in which acompany, believed tobe close

-to the liberation movement, has set itself on a black. ." . y
competition path with black companies, while - - wEL. L
expectations had been that the company in ques- . oot
tion would facilitate biack entry into the main- C Our situation cannot

stream of the economy.

Nafcoc caused an uproar in the corporate - correct itself
world when it refused to oppose economic sanc- .
tions against South Africa in the mid-eighties. without our

The 1993 conference will be remembered by
many in Nafcoc as the y car in which business-
women, who for a long time went to such

active intervention ,
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Bullders told to.heed to

THE formal building sector would be
prevented from taking part in town-
ship reconstruction 'unless it agreed
- 4o stick to guidelines laid down by
informal black contractors, a new
alliance of builders said yesterday.
A spokesman for the soon-to-be-
launched National Black Contractors
and Allied Trades Forum said the
organisation would sit on the
National Housing Forum, National
Economic For, and onstr
tion Council. “5
Forum fac;htator TJaar van Sta-
dén said the formal sector had to
change to a “bottom up” approach in
townsh1p development if they wanted

GAVIN DU VENAGE

to enjoy the profits of reconstruction.

The guidelines were still being
worked out, but they would demand a
large amount of community partici-
pation, he said. They would be based
on maximum community participa-
tion, redistribution of profits to the
community, and fransfer of skills,

Recent World Bank estimates put
the cost of rebuilding the PWV town-
ships as high as $10bn. Most of this
money had to remain in the commun-
ity, and not be absorbed by the formal
sector, he said,

Black contractors enjoyed legiti-

wnship guidelines

macy in the townships, especially
with the civics, Van Staden said. It
would be easy for contractors to ex-
ploit these advantages to keep the
formal sector out unless the guide-
lines were met.

Forum committee member Doug-
las Setuke said black contractors
were in danger of being kept out of
the national building drive.

Black builders would ensure they
controlied the entire industry’s in-
volvement, rather than follow the
formal sector’s lead, he said.

This did not mean the formal sec-
tor would be excluded, Setuke said.
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Nafcoc set

THE prospect of a new SA heing form
without the input of business has pushed Nafcoc
to assert itself in a bid to achieve a major role
in the transformation of the country.

At its 29th annual conference at Sun City,
Nafeoc signalled that organised black business
believed it had a contribution to make in ham-
mering out an economic policy for SA.

Speakers such as ANC international affairs
director Thabo Mbeki and World Bank south-
arn Africa infrastructure operation division
chief Isaac Sam stressed the importance of
Nafcoe as a leading player in this task.

Seeing the lifiing of sanctions as only a mat-
ter of time, Nafcoc president Archie Nkonyeni
warned against allowing “future investment
philosophies to entrench and widen the dispari-
ties of the past”. He called on liberation move-
ments to work with black business to formulate
appropriate philosophies to guide nrogrammes
to attract foreign funding.

Nkonyeni suggested that national economic
forum members be accorded observer status or
be allowed to take part in the multiparty nego-
tiation forum.

“Tpe possibility is not remote that the 26
political formations involved in these negotia-
tions without an economic interest group may
tend to concentrate on political issues and even
overlook the extent to which their decisions
affect economic issues.”

The business community had reason to ques-
tion the wisdom of the limited inferaction be-

hel SA
i@ helpghape 52

THEO RAWANA

tween political negotiations at the World Trade

Centre and economic
national economie forutn.

negotiations at the

«p greater degree of cross-pollination be-
tween these two would be far more preductive

than the present arrangement.”

The fact that the other participants in the
multiparty negotiating forum had not been in-
cluded in discussions on economic policy be-
tween organised abour, business and govern-

ment could " affect the 1

economic forum.

“1¢ would not be very useful he transition-

f the

al executive council or the subseguent govern-

ment of national unity were to withh
tance of decisions

old accep-
taken at the pational

economic forum simply by reason of their non-

involvement.

“We should consider very seriously the ad-
visability of replacing the government repre-

sentation at the economic forum WI

direct

representation from the negotiating forum.”
Nafcoc intended to get involved in voter
education programimes. “Rusiness, particular-

ly black business, cannot afford to sit
sidelines when the pation'is called

on the

upon to

make the most mongentnus decision of its exist-

ence,” Nkonyeni sai

d.
To equip itself for theroleof a leqding player

in SA, Nafcoc had begun a campaign
blacks in every facet of economic life.

to train
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Poor outlook for TECOVETY,.

retail sector survey finds ‘:

THE number of business leaders in
the retail sector who- expected no
economic recovery in the year-ahead
rocketed from 40% in January to 85%
after the. assassination of SACP
leader Chris Hani, according to re-

gsearch carried out by FMC adyertis-
ing agency. ’
The agency found that only 17% of

. the retail business leaders inter-

viewed in May expected the economy
to improve in the next 12 months,
compared with 57% of those can-
vassed at the beginning of the year.

The research was carried out
among managing directors, sales and
marketing directors and senior man-
agers in the retail industry. It was
done in January and repéated two
weeks after Hani’s murder in May.

FMC MD Nigel Morris said every-
one realised that business confidence
had gone “through the floor” after the
Hani assassination. The agency con-
ducted the research because it had

| KELVIN BROWN HE

several large retail accounts and did
regular analysis of the retail sector.

“It shows just how catastrophic
that event was in terms of negative~
impact on the executives who help,
drive one of the key sectors of the;
economy,” he said. ~h

The May data also indicated a
much more guarded attitude general-
ly in the retail sector, with worries
growing on issues such as labour,
relations.

“Senior retail executives are think-"
ing less about growth and more aboyt
cash flow,” said Morris. o

The research at the beginning of
the year suggested refailers were
Jooking at growth and were ready t6'
invest as soon as a light appeared.at,
the end of the tunnel, “Now soine-
one’s turned the light out, and retailz,
ers are getting ready to batten down’
the hatches.” -

n




, drew Williamson said political violence
_ was not the main reason for the shift in

Personal safety 3 major concern -

THE need for personal protection has
overtaken concern for property and assets
as the key motivation for inyesting in a
security system, research by an armed
response security firm has shown.

Escalating erime and -ongaing violence

* were the major reasons people were now

worried about their safety, Sandton Sentry
MD Harold York said.

The survey, conducted in the northern
suburbs of Johannesburg, showed 80% of
respondents expected an increase in vio-
lent crime, especially, “biack-on-white”
violence. Other companies contacted yes-

* terday said the survey results bore out

their own experience. S
' However, Chubb Electropics MD An-

—  THUNDI BOO!

people’s fears, ..
“political violence has no more serious
impact than robbery,” he said. Attacks of a
political nature were targeted on areas
with limited electronic security, he said.
. Williarason said methods used in recent

attacks differed from those used five years:

ago. “The robber who then used a screw-
driver now uses sophisticated arms —
leading to a greater concern for human

, life.” Most companies agreed there was an

increasing demand for panic buttons and
efficient armed response.

York said the majority of His clients had
indicated a preference for a conventional

" alarm system that summoned an armed

response team. ¥+ (R g)
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Boycott has:
Sp;&gs on
the ropes

By Anna Lonw
East Rand Bureau

S| rmgslsinthegripofaweef:
long boycott by residents of
KwaThema township in support
of demands for the reinstate-
ment of about 800 d?mlssdd
municipal workers, &

Residents’ demands mclu e
an amalgamation of the Springs
council and the KwaThema and
Bakerton councils. They also
want facilities to be open to all.

A spokesman for the organi-
sers of the hoycott said yester-
day that the actlo ad be
98 percent effective.

A spokesman for a shopp
centre said at least 55 percept
of shops in the complex had
been hit hard by the boyeott, | .

“1 may mentlon that the
has been a drastic declin
shoplifting. Our security guarﬁs
have not known what bo do wi
themselves this w d
spokesman, ..

Roadblocks have been set np
at all entrances to KwaThema
and residents’ cars and perso
belongings are be
mostly by youths

11 goods known to have be¢n
bcmght in Springs are being con-
fiscated and destroyed. :
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State urged to buy from small firms @ SARCC improves Soweto facilities

essis «

Small

By ._om-_:m _wm_.o..o_a

HE SMALL ucm_znma wmﬂcw.
' including the informal sec-
tor, represents between 30,
_ 1o 40 percent of the EB_

.

cated very little money in the Budget,
according tomanaging directorof Job

Hetherington.

Writing in a magazine, Hethe-
rington says: “Furthermore it appears
that the authority for the allocation of
these monies has been given lo the
National Economic Forum which
does not have the appropriate exper-
tise to do this.

“We insist that the Government
retain decision-making power and
takes advice from all quarters —
which in economic terms includes
taxpayers, consumers, the unem-
ployed and small firms sector — none
of whom are in anyway adequately
represented in the forzm.”

Job Creation is amanagementcon-
sulting firm specialising in all aspects
of entrepreneurial development.

1t has assisted several major corpo-
rations, foundations and development
bodies to devise their own small busi-
ness promolion programimes.

It has also made detailed recom-
mendations to large corporations on
the development of small supplier
programmes.

Through performance contracts it
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economy but has beenallo-,’,
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capitalists and what is worse
is that it is going bheyond
umm__m an naﬁmo_e _3%
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e National Economic Forum is

a classical conspiracy of
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Dr Ben Vosloo

has been able to create more than 500
new jobs by assisting would-be enlre-
preneurs to succeed.

Hetherington, who has just re-
tumed from the United States and
United Kingdom where he investi-
gated small business support groups,
says he has no problem with “big
labour and big business” advising the
government provided the government
also listens to other advisers,

“The National Economic Forum is
a classical conspiracy of capitalists
and what is worse is that it is going
beyond being an advisory body.

An example of its unilateral deci-
ston-making is becoming apparent irnt

¥

k3

the area of centralised cm..mm:__nm
“It appears to be agreeing that cen-

“tralised bargaining will continue

-~

through the industrial councit system.

“The state then gives statutory sup-
port to these-agreements between big
labour and big business and imposes
them on non-participants,”
Hetherington says.

The small business sector needs to
be separately represented as its inter-
ests differ from those of the corporate
sector.

“Ideally we should follow the Brit-
ish and American examples and ap-
point a small firms minister and small
business commissioner to look after
the interests of the most efficient, job
generating sector of the economy,” he
says.

He urges the state to set aside a
portion of state buying for small firms.

“In the USA any state purchase of

. less than 25 000 dollars is reserved for

competitive bids from small firms.
The effect of this is that 34 percent of
purchasing is from the small busincss
sector.”

The tdea of appointing a minister
for small business has been supported
by the managing director of the Small
Business Development Corporation,

Dr Ben Vogloo
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ORE than’ R9 bnthon
orth -of goods are:
g nged through barter
4 each year: The. ancient
form of trade tas gone

{;ay beyond two people

]
1 &

wopping goods and is
oW a sophlstlcated ex-
E éhange of gobds;and ser-
Vices for trade éredits.
+/Martin Kagan, managing
irector of Barterchek, the
¥elusive franchise’ ‘holder of
tex, the world’s largest re-
il ‘tradé exchange, says a
tompany selling goods or
sefvices receives a trade
“eiedit which can be used to
g something from any. oth-
er,.exchange member

ey

"“‘“'l‘he .exchange- acis as a
o9ar1ng house. The.-séller

fiot have to buy seme-
tﬁ ig: from whumever he has
gld the goods,

The advantage of, barter
de is that the. exchange
jerates sales. and custom-
for the company- that it
ul_q not otherwise ' have

ﬂlso inereases, a--coms: ;
atly's"buying power: because.
lta,‘preservesl‘qash flow,
expanding- botrowing ability.
Kagan says VAT on the
transaction has to he paid'in
#epash: “The system is not a
eans to avoid VAT.
i Barter is a marketing and
ost-cutting toel for com-
panies.
j “For example, a company
with trade credits uses an-
jther firm: that is a.member
df the system, Sales are thus
incremental. The seller
ould not have made the sale
ere 1t not for the barter sys-

m.”

Barter can alsé increase
tash sales to the company
jecause _exposure to new

.| markets is likely to bring re-
ferrals.:
yMr Kagan says Barterchek

re-.«-dealelzs

glgss)k

ila_g
By TERRY BETTY

uses brokers as “transaction-
al engineers”. They spot op-
portunities and liaise with
traders in the network, They
help a custemer to trade as
much as possible.

Mr Kagan stresses that
barter should not be usedas a
substitute for normal trans-
actmns

He "has customers who
achieve a monthly turnover
of hundreds of thousands of
rands through the exchange.

Apart from the informal
sector, barter operates on
three levels — retail; corpor-
ate and mternatlonal The in-
‘ternational version is also

. known as counter-trade,

- Mr Kagan says Itex has a
stake in Barterchek and will
use his firm as a bhase to
expand its barter trade in
Africa.

Aboit 1000 SA companies
belong to Barterchek. They
include large corporations
and small businesses.

Records

ottt e ot e

> Mr Kagan says “Corpor-
ates account for the largest
‘percentage of the value of
sales, But most transactions
are by small traders. Any-
-thing from a hamburger or a
haircut to seven-ﬁgure trans-
actions can be ‘paid’ for
through the system.”
Barterchek acts as the
clearing house as well as pro-
viding third-party record
keeping, marketing and other,
services for members.:
Organised barter has been
in SA for about 10 years and
in the US for 25 years. About
2% of American businesses
use barter. In Europe, 10% of
businesses are in the formal
“barter market, -
The US barter business is
. said to be growing by 10% a
year.
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SBDC s back

IT does not he}p to dismantle the only
functionally effective hospital when
there is an epidemic, says Small Busi-
ness Development Corporation manag-
ing director Ben Vosloo.

Mr Vosloo was responding to an at-
tack on the SBDC by Nafcoc president
Archie Nkonyeni at Sun City week.

Mr Nkonyeni said: “The SBDC hag
remained trgpped in a culture that is
not free of apartheid ideology. It re-
mains a prisoner in a web of bureaue-
racy that appears totally insensitive to
the changing economic milien,

“Perhaps one of the most urgent re-
quirements for the development of
black business is the complete over-
haul of the ewnership, control and ad-
ministrative arrangements of the

SBDC to reflect the realities of the new .
SA”

Mr Nkonyeni suggested that the Gov-
ernment — it has a 50% stake in the
SBDC through the Industrial Develop-

By KEVIN DAVIE. - ~

ment Corporation -—>hand' its share-

-

holding to black business. Control of the

SBDC would then reflect its true target
market. .

Mr Vesloo says the SBDC is the most
effective and successful small-husiness
development Institution in Afrfca.

Roof

With & cash Inflow of R884-million,
the SBDC has granted loans of R18-

billion to 42000 businesses, of which.

more than 50% are owned by blacks,
“The SBDC is also the largest devel-
oper of business infrastructure in black
areas with nearly 900 00m2 under
roof.”
Mr Vosloo says the SBDC is the first
development institution to extend its

ack criticism

services on a post-apartheid foundation
to all communities.

“Our clients have provided and
maintained more than 350 000 (mostly
black) job opportunities.”

Expectations of the SBDC need to be
tempered with realism.

“The SBDC's assets are not enough to |
build one power station.”

SBDC is granting from its own cash
flow more than R20-miilion In loan
capital a month to entrepreneurs, It
receives 1200 inquiries each working

day.

Zln the ?aat financial year no addi-
tional capital resources were made
available to the SBDC, despite the
growing demand for its services.

“The SBDC extends a sincere invita-
tion to the new leaders of Nafcoe to
discuss their su%%estions with its man-
agement, We wi ufladly assist them to
g ¥ a meanin role in developing

lack business In the new SA.” N
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EDGARS FW Q_Q‘IO ‘q?)
Market share strategy

A first glance at Edgars’ interim income
siatement shows margins squeezed from
13,8% to 12,4%, not surprising, probably,
considering reduced consumer spending and

24 liolas

dlfflCult trading conditions.

Then one learns from management that
this is a deliberate squeeze, partly to com-
pensate customers paying higher VAT in the
light of the lower corporate tax rate. Group
MD George Beeton says Edgars’ interpreta-
tion of Finance Minister Derek Keys' new
tax base is to stimulate business, and that’s
what they are doing by lowering prices.

A noble gesture? Perhaps, but also a clev-
er strategy of gaining market share by lower-
ing margins and bumping up sales. That
shows, according to Retail Liaison Commit-
tee figures for the clothing, footwear and
textiles market, in Edgars’ increasing its
market share from 30,5% at the last interim
to 32,3%. 30

Another way of looRIng af Edgars’ strong
first-half performance is to compare its 18%
growth in turnover to the estimated 9%
growth in national sales.

Tighter margins meant Edgars got only a
5% increase in operating profit from the 18%
increase in sales, but with interest payments
reduced by 22% to R28,2m (gearing has
been reduced from 54% to 45%), and a level
tax charge, there is a healthy 22% increase in
attributable earnings.

At divisional level, Sales House recorded
the best growth in turnover, climbing 41% to
R342m. That includes the incorporation of
recently acquired Shoecorp Shoe Stores
(ABC and Cuthberts), which Beeton says is
still losing money, as expected, and will prob-
ably take at least 12 months to turn profit-
able.

Edgars Stores’ credit-based operations
continue to provide the quality business,
sales growing by 12% to R1,1bn but earnings

MAHAGIIIG MARGIHS

ke Sop SBMnr 31 Sep 30
- w2 -’93 93

'Slx mon!hs to'

Turnovar (an) e 1AT Y, 77 - 1,65 .
Operating income (Rm} 194 231 204

[ Attributable (Rm) . .82 103 100
Earnings {6} oo | 162 ' 203 195
Dividends {ci

weiviae 38 - 102 - 4B

up an impressive 26% to R86m. Jet contin-
ues its turnaround, growing sales by 17%
(R181m) and earnings by 24%, though it's
still showing a loss of R3m.

Beeton says Edgars’ other problem area,
manufacturing arm Celrose, has been profit-
able for the past three months — largely by
increasing unit throughput by 30% — but
might still make 2 loss on the year.

Prospects, he says, are difficult to forecast
given SA’s transition, but he expects second-
half sales and earnings to be in line with
earnings growth in the first half, despite one
week’s less trading in the year ahead due to
the inclusion of a 33rd trading week in the
previous financial year.

Edgars will continue its strategy of ex-
panding market share — ladies fashion has
been identified as a potential area.

At R85, the share trades on an annual

Edgurs Beelon .. should
maintain earnings pace

high. These results go some way towards
justifying the pnce, though it looks expen-
sive. Still, it remains a leading blue chip in
the retail sector. Shaun Harris
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THE Government has forceg Pick 'n

Pay to withdraw iits petrol discount price

Director-General of Mineral and En-
ergy Affairs Mr PJ Hugo ordered Pick
*n Pay in a letter to stop the discount
scheme which it began five da
of the Govemment deadlin

In an earfier letter to the comparfy’s
chief, Mr Raymond Ackerman, Mineral
and Energy Affairs Minister MrGeorge
Bartleit gave notice that he would pro-
hibit the supply of petrol to the company
for a week as he was “convinced” the
company was “wilfully disregarding

et forced to drop fuel discount
. N ]
Govt gets tough
1S, Tougs, o
of 2c alitré withimmediate effecttoday. -
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regulations™. qa i
Pick 'n Pay director Mr Gareth
Ackerman has said his company was
being “treated like errant schoolchil-
dren” and being “punished and scolded”
in what was the “commercial cquivalent
of being gated”. 4
He said that by constantly changing
jis mind, the Govémment had “suc- -
ceeded in alienating virtually every sec-
tor of society” and was “playing alocal
version ‘of Bussian toulette with the
economy”. (UDO) » o
By its latest action it Was behaving
Jike a playground bully”, he taid.
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s MOWN CORRESPONDENT "MINISTER based at/thé peiro

: , sc¢heme amounted to a
"Ca.pe Town — The con- 3Pick ni)ay f“elh t!-’if{s “sham” by which Hyper- *

- clusion of Mineral and decision’ on\gg’g" 1% Symarkets (Pty) Ltd and

SRBHBPETrE~aRERT T

: Energy Affairs Minister m-e]_ev +WPick 'n Pay colluded to

'George Bartlett that Pick - AL RN G qﬂ:& 1l petrol at 7c less
'n Pay's petrol discount considerations %‘m “the prescribed pri go)

scheme was likely to af- court tO f@m % ""‘*‘ l*M‘We submlt tha
fect the general retail - g e i
price of peirol was ' - réﬁ ;
“grossly unreasonable”, §. es neerned — in this
-1t was argued in & pack- i",‘fg";‘:{eg,‘g’ g’,‘,‘ge ; “ptoo ‘sell petrol at the
ed court yesterday. :° ¥ " misthken imp ‘discounted price ... in

The supermarket 1tinvolvedthesaleof t- order Jo gain more cus-
chain has applied to the’ \) o Yé3s than the' p 22 gﬁ%mers&.ﬂan der Merwe
Supreme Court in Cape 'fscribedse price, »‘{3«! M'f N B
Town to set aside the no- *““igy4 he price at whi ¥ me, scheme was a plan
tice seryed on it by Bart-, petrol ‘wis *gold to ‘the™™ to' get around the illegali-
lett on September 21 to' oonoridh wad bl pe 4ty Of selling petrol at a
stop its petrol discount "o pricé.The only dif- r#reduced price by having
scheme immediately or ft' rence Was that the 7cu? Hypermarkets (Pty) Ltd
have its petrol supplies ‘}' count was subsidised : y-cover up the difference”,
cut off. by Hypermarkets (Pty) “he argued. -

. 'The scheme, in opera- .. Ltd, he 58id. - wum seciiunmamemn—Thi8 s équivalent to
tion at the Durban Hy- In deciding to ban the -an offence being commit-
permarket entitles Pick  scheme, the Minister had:  ted by two parties who
'n Pay customers who taken into account “irrel-_ ‘share a common pur-

spend more than R10 at _evant considerations”, in- " *pose,” said Van der
the store to a 7c/litre dis- " “eluding the View that law-, “f Merwe,

count on petrol, supplied “abiding peirol cutlets ‘%’“He argued that if the
by the Hypermarket's = would sulfer, severe «z.ecourt ruled in favour of
petrol station. ““losses in turnover, which .' Pick 'n Pay, the company

This discount is paid --would compel them to “would lose no time in ex-
by Hypermarkets (Pty) - “revert to illegal and un- tending the scheme coun-
Lid, a wholly owned sub- ' desirable’ practlces to  trywide,

‘sidiary of Pick 'm Pay “offer’ chieaper peh'oI to” 4% "Mr Justice J Conradie,

“*court must lock at the
iy intention of the par-

(Stares: ‘customers™? 144 ¢ #i{3sitting with Mr Justice F
.Bertrand Hoberman, ._._.JLvanderMerwe SC, _...Brand, reserved judg-
.SC told the court. the o ipg the M%ﬁi’ster. argued ,?;ment.
i AWrha 1t L

b AR s .T:.J«Aw.m.m.nfum n ».ﬁfn.uu -J

: B i2, Sl 19y
;chk n Pay has been .director Gare Ac er- < ¢ #In a letter to Mineral
+ forced to discontinue sell- man said the decismn and Energy Affairs Minis-
!ing petrol at 2¢/litre had been taken on ‘the ~ ter George Bartlett, Ack-
* below the regulated price | understanding thet petrol erman said it was inap-
« after the Government or- supplies w ld be.ze- " wpropriate for the Govern-
: dered oil companies to instated. lﬁ ent to hold out on de-
¢ stop its petrol supplies. He saidth regulation of the oil in-
« Pick 'n Pay managing uid fuels were _d:jacoma.n. dustry. — Sapa.
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larly weak. This was, how-

WBY STEPHEN CRANSTON ever, g 24 bercent improve.

Edgars hag Teported a 20 per- ment on the fipgt half ofjas¢
i i i Year., 1 3

month§'{g September,

* Thé interim vidend is up
18 percent to 45¢,

- MD George Beeton 8ays the
group gained consideraple
market*share during the year
as national saleg of clothing,
footwear and textiles in.
| reased by nine Percent,

{0~ While this Tepresented reg)
¥ growih-of one Percent, Edgars
: increased gajes by 18 percent

tent to Rigj 4 million, hyt
mmm_wmm?mu.oﬂ.bm chain, witp Beeton 3ays there wag, aigo
sales up 45 Percent to percent Increase in saleg:fop.
R342,5 million and earnings the firgs three weeks of (
.EH- 27 Humm-ﬁmhm.& to ..mMN-m HH_HEOHH. H-WH‘ and he is QOmeQ.@H—n ,Hﬂmﬁ it:

Both profit and sales in the will make money for Eo.%mmﬂ,:
Core Sales Hoyge chain in-  asawhole. .
creased by o5 percent, with The Edgarg balance Sheef

operations, mmmaw mm.z. by 22 Percepit: tog:f:
10 R1,653 billion, AN e 120 Edgars chain . 1os, million. N
e 1200 : : Creased sales py 12 ercent to Edgars is currently trading’:
1 ,,.L,._.?mwm jieas an of Soable He.wmma_o_ Mawﬁ%_wﬂemmﬁﬁ R1,1 billion, by 8%5% f- on @ high of R85 and g4 fairly -
B fogtweant boosted by the ge.  jop and that much of the foeyg peoased by 26 percent to SXpensive op g P/E of .mH“ﬁM
- qitisition. of ABC and Cuth. over the next fop onths will  R86,1 million, N and mﬁ&Snmun yield'of 1,7;
from el in June. be in this ares, N Bad debt fey Significantly  percen L.

. ~.Marging Were feduted.to 10 the introdyction of But it hag Sosumed Sub-
adhieve. voliime Fromie e 1, - Hon chsty ohobection hiogyar . agg rer &
onn rouse. S Fo e v e VO] FHHE Thint it i, -Cash chajp wm»_.amﬁ ,Sm.zwm._mw«m@wﬂm 9sand ig
roved market share In. " expansion of the Tow Priced'; iflioh in the SiX Hionths s@ﬁm mcntﬁﬂw.ﬂmwmmw xwmmﬂ
trading wag wmamon-LEum .H.E.E..._ .\ﬂ%.w,

S Wear, ladies fagh. Wise Buys in Edgars ang of
textiles, .._.ow - onus Buys ip dJet,

. o

1
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Ed'g"ars.;i:confoun s
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as earmngs rise 2%

-:‘“ 1‘5"

;‘e,- . MARCIA KLEIN Edgars Il

: EDGARS, the clothing retailerin: the SA Share price, weekly dlose {cents) ‘%
Brewenes stable, has beaten market ex- z : Y T
“pectatmns by reporting a 22%/rise in at-
tubutable earnings to R100,3m t(R82 4m)
ior ‘the six months ended September -
~*MD and CE George Beeton sald higher -« |{
;VAT increased fuel prices, modest salary - |
- increases and unrest all constramed pri-
wate consumption, expenditure, ;.
i National sales of clothing, footwear, tex- -
Hiles and accessories rose by 9% o 1% real
agrowth after adjusting for sectprql infla-
ition, he said. Against this backgroimd‘ the
Egroup increased market hare; and turn-
lover rose 18% to R1,7bn (R1 4bn) '
? Trading profit ;;vaBs just S%Ialilgheiha: ! e 1
| jR204.2m (R194,4m). Beeton explained tha
1wni;h the l(ower corporate tax rate in mind, The reduction in the corporate tax rate |
1“selling prices and margins were deliber. = reflected in unchanged taxation of
ately reduced to compensa R75,7m.— saw bottom-line earnings rise
partially for the higher VAT”C%? 2121%' Farnings rose 20% to 195c (1629)
share on more shares in issue, and an 18%
A 22% reduction in net financing cosis to higher interim dividend of 45c (33c) a share

R28,2m (R36 3m), reflecting lower average
borrOngs,Jsaw.pre-tax profitrise 11% to w?g dicla:rgl }“ terms of dmsmnal contﬁ-
T 2] To P

R176m (R158,1m). | e s

a.’2f.

Edgars & iboy 23019 D erahn page 7

bution, Edgars increased sal
R1,1bn, and its share of uﬁb nrn.  Pected to make 2 smmalt "mﬂt%!ye’""“‘ﬁ
ings 26% to RS6,1m. ag: Beeton said the inclusion of 2 58rd trady
Sales House’s sales g week in the pmﬂous ﬂna.nejal
R342,5m, and its conh'ibution to attnbut- reduced the group's investment in wor ”ﬂ&
able earnings 27% to R229m. Its turnover  €3pital that year and enhanced cash flo
growth would have been 25%.exclnding the by about Ridom. This technical distorﬂon'
June 1 acquisition of Shoecorp Shoe Storw ivas reversed in thie current period. In real;’
Whose operations (ABC ‘and Cuthberts) ity, cash flows remained healthy Geaﬂllgr'
ha}:tbseggrguiru[;zrated into Sales House, ~Was improved to 45% (54%). { A
over went up 17% to Assuming that there wo ax
g;szlgm 4amd its losses were reduced to determration in the sociop:llﬂibc:ln:nﬁg
2m t(‘R 2m). Beeton said this wasa had  ment ahead of the elections, the growth in
perlod for Jet, as most of its profit acerued  sales and profit would be in line with th
around the December quarter. Tt was ex-  interim stage, Beeton said, : %
ol




Earnings at
Edgars shoot
hv 22 %

e
2’7’ [0, From MARCIA KLEIN

JOHANNESBURG. — Edgars, the clothlng re-
tailer in the SA Breweries stable, ha§ beaten
market expectations by reporting a 22% rise in
attributable earnings to R100,3m (R82,4m) for
the élx months ended September.

MD ‘and CE George Beeton said higher VAT,
1ncreased fuel prices, modest salary increases
and unrest all constrained private consumptlon
expendlture

'National sales of elothing, footwear, textlles
and accessories rose by 9%, a 1% real growih
after adjusting for sectoral inflation, he said.
Against this background, the group increased
market share, and turnover rose 18% to R1,7bn
(R1,4bn).

' Trading profit was just 5% higher at R204,2m

(R194,4m). Beeton explamed that with the lower
corporate tax rate'in‘mind, “selling prices and
margins were deliberdtely reduced toc compen-
sate customers partially for the higher VAT".
« A 22% reduction in net financing costs to
R28,2m (R36,3m), reflecting lower average bor-
rowings, saw pre-tax profit rise 11% tojR176m
(R158,1m).

The reduction in the eorporate tax rate —
reflected. in unchanged taxatmn of R75,Tm —
saw bottom-line earnings. rise  22%:* :Earnings
rose-20% to 195¢ (162¢) a share bn.more‘sharés in
issue, and an 18% higher mtenm d1v1de;1d of 45¢
(38c) a share was declared.

Increased salesff '

In, terms of "divisional contnbutlon, Edgars

increased sales 129% to R1,1bn, and its share of
_;attributable, earnings 96% to R86 im.

Sales House's sales jumped’ 41% to R342,5m,
and its contribution to attributable earnings
27%. 40 B22,9m. Its turriover growth would"haye
beeq 25%: exclqdmg the June 1" acqmsmon of

. Shoegorp, Shoe Stores, whosg: operations (ABC
and Cuthberts) have been . mcorporated .into
Sales House. '

J et ‘Stores’ turnover went’ up, '17% to! RIBI ,4m,
and its losses were reduced to R3,2mi’ (R4, Zm)
Beeton said this was a bad pemod for Jet, as
most,of its brofit acerued around the December
quarter It was expected to make a small-profit
at year-end.

Beeton said the inclusion of a 53rd trading
wegk in the previous finantial year ‘reduced the
group s investment in working capital that year
and;énhanced cash flows by about R100m. This
technical distortion was reversed in the current
period. In reality, cash flows remained healthy.
Gearing was improved to 45% (54%).

SE— —
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. Pick 'n Pay in Durban.
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Pick 'n Pay to meet
Bartlett in court: -

LINDA ENSOR

CAPE TOWN — Legal representatives of
two Pick 'n Pay companies and of Mineral
and Energy Affairs Minister George Bart-
lett take up the cudgels in the Cape Town
Supreme Court on Thursday to determine
the validity of government’s prohibition of
& discount coupon scheme lnfr)oduced by
iDay

Pick 'n Pay Retailers and Pick Pay
Hypermarkets have brought the applica-
tion against Bartlett to set aside the prohi-
bition he issued in September.

The applicants also request that, if they
do not comply with the notice, Bartlett be

declared to have no legal right to Toh Clit3

e supply of petrol to them. 2210
~ In terms of the scheme, Hypermarkets
issued shoppers at the Durban Hyper-by-
the-Sea with coupons if they bought gro-
ceries worth more than R10. The coupon
entitled the customer to a 7e/l discount

' (the amount by which the petrol price in-

creased in September) from the petrol sta-
_tionat the hypermarket. The amount of the
discount was patd by Hypermarkets, which
.ran an account with the filling station.
_ Pick 'n Pay MD Gareth Ackerman ar-
gued in an affidavit that the scheme abided
by the law as the price charged by the
filling station remained the prescribed
price, which was paid partly by the ¢
tomer and partly by Hypermatke “S)
As the scheme had po influence on the

chase or'se}nng. ce of petrol at any
|G Crerds? -~
|}

_offer cheaper

Pick ’n Pay

cutlet, it was therefore not illegal.

A key element of the scheme was that
the Durban Hyper-by-the Sea was a differ-
ent legal entity from Hypermarkets, which
was paying for the discounted petrol and
which was beyond the ambit of the regula-
tions as it did not own the garage and was

| fot a seller of petrol. The petrol staticn

itself not th t
HEEl I
! But Bartlett argued tha

between the legal entities was irreievant
as the result of the scheme was to discount
the petrol price. In any event, all the com-
panies were acting together in a common
gcheme, he claimed.

In court papers Bartlett satd it would be
“gxtremely unfair to law-abiding petrol
outiets if 1 ignore one outlet which intro-

duces a discount system on the selling

- price of petrol”. Law-abiding outlets would

suffer a severe loss of turnover.

" upg the existence of other outlets is at -.
stake, they may even be compelled to re-

vert to illegal and undesirable practices to
petrol to customers.”
Bartlett argued that the discount
gcheme would result in severe pressure on
the bed price of petrol and this

would eventually force him to increase the

2150 26 O] Gfzem Page:

prescribed price once agait. :
Hisstandpointwasmportedby.uotor'.
executive director

affected their viability. .
Fourie said that in July 1998 a federation
survey of petrol outlets had indicated an
average underrecovery of 2,45¢c/1 prior to
the margin increase of 0,5¢/1in September.
“Bazed on the survey constants, it 18
therefore clear that an average service
statlnnouﬂetwouldmakeapmﬁtonpet-
rolsalesonlynneethemtalnnderremvm
has been eliminated. It is the federation’s
vlewthattheshoppinscunponmhemein
Durban is a thinly disguised discount ac-
tion which has po long-term CONSUIMET
benefita: It is essential that all petrol re-
sellmmﬂnnetnhomnrthevariousmg-
ulatory components in the indusiry.”
[ Sapa reports that Pick 'n Pay yesterday
conﬁrmeditwouldbeginse]lingpetmlata
discount of 2c/1 at Pick 'n Pay filling sta-
tions from midnight last night.
9Bee Page 3




o

BUSINESS DAY, Monday, Octobbr 26 1993

Pepkor weathers
‘ . Biboy 2sliolas

bruising recession

! LINDA ENSOR

CAPE TQOWN - Food and cloth-
ing retailer Pepkor exceeded
management’s expectations by
producing 5% growth in diluted
earnings in the six months to end-
August.

An interim dividend of 8,5¢ {8c) was -

declared on diluted earnings a share
of 29¢ (27,7c). On an undiluted basis,
earnings grew 8% to 30,4c (28,2c).

Chairman Christo Wiese said all
group activities had been affected by
the recession which had eaten into
confidence, reduced disposable in-
come and led to higher unemploy-
ment, especially in Pepkor’s target
market.

However, despite tough trading
conditions, the group had maintained
trading margins. Turnover increased
2% to R3,8bn and operating profit
was also 2% higher at R98,9m.

The use of cash resources — which
fell to to R292m (R373m at end-Feb-
ruary) — reduced investment income
20% to R14,7m but this was offset by
the 23% 'cut in finance charges fo
R21.9m. ‘

The decline in the corporate tax
rate was countered by certain oper-
ating companies becoming fully tax-
able during the six-month period.

Pep Ltd suffered a 5% drop in
earnings but Shoprite Holdings,
which increased earnings 7,7%, was
firmly on track with iis rational-
isation and its expansion programme
was continuing, Wiese said. Cashbuild
increased earnings by 48% and Smart
Centre by 19%.

Stuttafords was trading well
though Ackermans had not reached
the expected level of profitability.

RTON Solids NET

| 2o i p——— i — 4
Wiese said the recession had forced
the group to become leaner and it
was well placed to take maximum
advantage of the upswing. The first
signs of an upswing were apparent.

Pepkor was still in a consolidation
phase and only normal expansion
.was being planned for the short term.
Cash acquired from the 1992 rights
issue was being used internally until
required for an acqpisition-ar non-
organic expansion.

Wiese said Pepkor was considering
opportunities for investments in Zim-
babwe, Zambia and Mozambigue and
might deploy the cash resources of
Pep Botswana for this purpose.

Wiese expected to maintain the in-
terim earnings growth in the second
half, provided there was no deterio-
ration in political circumstances.

Pep Stores’ sales growth was ex-
pected to iraprove while the Scot-
Jand-based Your More Store chain
was expected to break even in the
next six months.

_ " "Parent company Pepgio reported
""earnings of 33¢ (32c) a share and de-
clared an 8¢ (7,5¢) interim dividend.




’ By MAGGIE ROWLEY
Deputy Business Editor

IN the face of the *“toughest ever”
trading conditions, retailing giant
Pepkor reporied a 5% increase in
earnings per share on a fully diluted
basis to 29¢ for the six months to end
August on a 2% inc¢rease in turnover
tc R3,8bn.

If the automatically convertible deben-
tures issued last yea. are excluded, earn-
ings & share were up 8% for the period.

Operating profit was also 2% up at
R98.9m but profit before finance charges
was down 3% at R113,4m — due to a 29%
drop in investment income to R14,6m.

This was partially offset by a 23% cut in
finance charges to R21,9m,

Taxation was down, only marginaily at
R27.2m (R27.3m) as advantages from the
reduction in the official tax rate to 40%
were countered by the fact that certain
operating companies, in contrast to the
previous year, were now fully taxable.

Profit before extraordinary ifems was
up 8% at R48,7m following a reduction in
outside shareholders' interest and in
earnings of associated companies.

After sxtraordinary items of R2,5m, net
profit was R51,2m (R49,8m).

An interim dw;dend of 8.5¢ a share, up
6% on last year will be paid; - 4

Chairman Christo Wiese said trading
canditions had been the tonghest yet, con-
fidence was low, consumers’ expéendable
income had been substantially reduced

yedars.,

.!”"

y

and unemployment, particularly in the
market segment served by the group, had
continued to rise.

These recessionary conditions had af
fected the group’s activities at all levels
and in the case of Pep Ltd it had hampered
the acquisition of suitable trading sites in
areas where they had wished to expand.

He said in spite of tight trading condi-
tions and having to fight for every cent of
turnover growth, the group had managed
to maintain trading margins, In addition,
these conditions had led to all the com-
panies in the group becoming more leanly
structured and were better placed to take
maximum advantage from the upswing
which “we believe is imminent and of
which the first signs are discernible”.

*There are straws in the wind — particu-
larly the agricultural sector which is very
important to GDP. That in itself will make
enormous differences.

“In addition, the fixed investment pro-
jects sueh as Alusaf, Colombus and Nama-
quasands were taking place and money
spent here would hoost GDP. We also do
not know what type of money will be com-
ing from aid organisations,

“If {he low-income housing sector gets
off the ground that too will have benefits
flawing directly into our own market.”

Wiese said he did not believe the coun-

try would face runaway inflation once the
economy picked up as retailers and manu-
Facturers attempted to make up for de-
pressed margings and deflation over recent

,w» ,,«» 7 %;f "”W; v ﬁw“ﬁﬁ" "”5@5 i j,f’?’”ﬁ’“ww i

ups ear

€525 \\o |2

TR, *’%@t@"f% ]

" ’,

“Certainly during the period of a govern-
ment of natienal unity there will not be too
much room for irresponsible fiseal and
monetary policies,

“Companies will not be abie to build
businesses on the premise that inflation

will see them right as many did in the

past.”

Wiese said the entire group was in a
consolidation phase and only normal ex-
pansion was planned for the short term,

He said growth in sales at Pep Stores,
the core business of Pep Ltd, was expected
1o be better in the second half. Annualised
results at Shoprite should show solid prof-
it growth and Cashbuild, which recovered
well in the past six months, was looking to
even higher earnings growth as was Smart
Centre,

Of the unlisted companies in the group,
Stuttafords, whose market segment was
least affected by the recession, was trad-
ing well while Ackermans had not yet
reached the expected level of profitabil-
ity. However, better resulis were expected
for the second half

Separate listings for these companies
were still in the offing but would not take
place for at least two years, he said,

He said barring a deterioration on the
political front, they expected to maintain
earnings growth in the second half

® Pepgro Lid, whose income is largely
based on dmdends from its 53% interesi
in Pepkor, reported attributable earnings
of 33¢ (32¢) a share, An interim dividend of
8¢ c) witl b id.
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CAPE TOWN — Another showdown over
discounted petrol looms this week between
government and Pick 'n Pay. Pick 'n Pay
MD-Gareth Ackerman said at the weekend
the vhain intended to cut the petrol price
by 2c at all its outlets from tomorrow
instead of waiting until Saturday.

Government announced last week that
the reduction would come into effect on
Saturday.

Ackerman said petrol tanks at all Pick 'n
Pay’s outlets would be filled today, provid-
ing supplies for four to five days.

Even if governmerit issued threats, Pick

Pick n Pay to

B/hoNy o5

| {LNDA ENsOR |

‘n Pay was unlikely to back down.

The Brackenfell ontlet’s decision to im-
mediately charge the lower price had been
reversed on Friday in the face of govern-
ment threats only because the decision had

+ been “made by mistake”, he said.

It was not_a policy decision of the whele
companyzlgo g@

Ackerman said gove had delayed
the price decrease for a week to enable
small petrol station owners to lose as little
as possible on existing supplies. However,

reduce petrol price early

they had taken large profits when the price
went up by 7¢, he said.

Pick 'n Pay’s court application to sell
discount petrol through a coupon scheme is
to be heard in the Cape Town Supreme
Court on Thursday.

Ackerman said Pick 'n Pay would await
the outcome of the hearing to see whether
it could discount petrol further.

Meanwhile, any impression in a full-
page newspaper advertisement yesterday
that Sasol planned to cut prices by 2,8c a
litre was incorrect, a spokesman said. The

D To Pago 2

Pick’n Pay &/BOW ZBT0LRom page 1

advert stated thit greater operating effi-
ciencies had made it possible for Sasol to
absorb a 2,8c-aclitre reduction in tariff pro-
tection,-“which is now passed on to you”.-

Sagol spokesman Jan Krynauw said this

did not mean Sasol & oul 3e
reduced by this amuunt?%o l

“The 2,8¢ reduction appliesto the petrel
we produce, which is one-third of the total,

Spread over all SA’s production, our con-
tribution represents 1,3c of the 2c a litre
cut announced by the Minister.”

The other 0,7c comes from a cut in the
synfuel levy paid to the ofl industry.

Protest action in the Border region
would begin today with a go-slow during
which taxis would travel at 20km an hour,
sources in the region said yesterday.
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Pre-Christmas freeze on
OK Bazaars'new orders

OK BAZAARS froze new orders this week
and cancelled existing ones in an attempt
to shrink stocks even though the Christ-
mags season ig close, - )

Financial director Geoff Kearney says:’
“It is a once-off, one-week effort to reduce
stock levels, currently turning over — on
average — every two months.” ,

Some stores will resume ordering from
tomorrow. . :

- The freeze covered all goods other than
essential lines and perishables and was
implemented in all stores, including the
more profitable Hyperamas, .

A similar and successful freeze was
carried out at OK Ba abou{ the same

time last year, 7?20
' Mr Kearney says the actién reduced
stocks without hurting sales,

The latest reduction follows the R102,6-
million decrease in stock in OK's year to
March 1993, . :

Mr Kearney says shrinking stocks is not
an attempt to sweeten OK’s interim re-
sults, e in a few weeks. The action was
taken 14 days after the cut-off date,

By TERRY BETTY

He will not say whether resnlis will
show stock levels to be too high.
Bringing its working capital under con-
trol is essential for the group, whose inter-
est bill reached R123,8-million lagt year.
Kearney wiil not indicate whether
the OK has been successful in bringing
down gearing, except to gay it is an issue
oceupying moest of management’s time,
agement was revamped this year
and Mr Kearney says it has set jtself a
target of three years to turn the company
around.
In the revamp, some staff members are
being llfv{laced«tm earjy retirement,
Unlike previous management, the cur-
rent team does not have a shop closure
rogramme. In fact, it opened a shop in
estville, Durban, this week.
“However, it is likely that some poor-
Eerforming stores will close if they cannot
e turned around. Otherwise we would not
be doing our job,” says Mr Kearney,




L'Development plan

1B;o bs?fPSt bu:?llil &s

A NEW regiona 1ndustr1a1 development pro-
gramme will make it easier for medium and
smaller businesses to apply for cash incentives.

In terms of the Simplified Regional Industrial
Development Programme (SRIDP), announced at
the end of last month, industrialists who plan to
set up a new factory or expand an ‘existing factory
are eligible for the incentives, provided total as-
sets do not exceed R2,5 million.

Industrialists can qualify for an asset-based in-
centive of 10,5 percent of operatwnal assets
(R2,5 million max1mum) over a two-year period,
followed by a profit-output incentive of up;to twice
the original amount, overa further,.ihree”ears.
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“ CAPE TOWN — A five-week strike and
' consumer boycotts in May and June had a
. substantial effect on the interim results of
food retailer Shoprite Holdings which con-
, sists of the Shoprite Checkers supermarket
chains. .’
In the six months to end-August earnings
rose 7.1% to 29¢ (26,9¢) a share. It is not
. policy to declare an interim dividend.

' MD Whitey Basson said he was “not
unthappy” with the results, given the cir-

iecumstances. Shoprite Holdings was
'healthy and on track.

» .- Shoprite
“Share price, weekly
close {cents)

e

€1 MOOLMAN Soureest - NET- 52 |

Giapie kAR

_abour prob
Shoprite performance
2 :

s

eIms hit .

201109

LINDA ENSOR {

Turnover edged up 2,3% to R2,6bn ilf the
26-week period compared with the R2,5bn
generated in the previous 27 weeks. Basson
gaid that if sales growth was adjusted to
include the additional sales week for, the
previous year, a real growth of 6,3% would
have been generated. This would reflect a

growth in market share the egmpany
claimed 23,5% in Augw %j )
He said the group’s market S are%had

recovered and was closest to the highest
level it had ever reached. It had sustained

" its drive to maintain good business disci-

plines and its focus on keeping prices Jow.
Food price inflation was generally less
than 4%, Basson believed, pointing out that
this too had had an effect on the results.
Operating profit rose a marginal 0,3% to
R18,5m.
The rationalisation of Checkers had con-
tinued with the closure of a few stores, but
most problem stores could not be disposed -
of as the climate was not opportune.
Finance charges fell 11,7% to R55m
(R6,3m) due to the sharp reduction ininter- .

- ‘est-bearing debt to R79,7m {R133,4m). At
‘end-August the group had bank balances

and cash worth R132,9m (R187,5m). There

was a 10,6% growth in after-tax profit.




‘Speedier

cﬂl%ﬁlg - Editor

BIG business could give
valuable help to small

promptly for goods or
subcontracting work —
rather than making the
i| supplier wait for 60 or

‘90 days, Theo Rudman
of the Self Employment
Institiite ‘pointed out at

yeste;'day.

that this could in some
cases save a small busi-
‘ness,from going under,

needed jobs,
The convention
agreed ‘to a resolution
from Durban Regional
‘Chamber’ of Business
that, “recognising the
importance of the infor-
mal business sector
and its role in job ere-
ation” all chambers
should negotiate with

vide necessary facili-
activities to_develop,

. also encourage such ac-
tivities*, “in a ' manner
that ‘'will be 4o.the
mutual advantage of
formal and .informal
business alike.”

- ‘Mark ‘Norris of the
Durban Chamber sajd
. that the informal sector
was . playing an impor-
tant role in filling the

was. “a seedbed for the
formal, sector.”

formal sector was actu-
ally good for business

ers bought their suppli-
and retailers — reach-

EEh X
base. ik Ly

‘payment -
Qn gOOdS, :

‘-isfervic |
urged’

0/ 9%
businesses by paying

the “Sacob convention '

He said "afterwards '

with>a Joss of badly

local autherities to pro- .

ties for informal.sector ,

Chambers. should |

- employment gap and
Rudman said the in-".

because informal trad--
ers” from * whiclesalers "

. - - 4. Lot
Ing a wider; -Gustomer, .

e e o . T
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“NEWS IN BRIEF

]
B

Cray computers for SA

.SA company Cordata would im-
Jott Cray Research supercom-
_puters, Cordata announced at a
cé¥emony at the US Embassy in
,Pretoria yesterday. [
. SThe supercomputers, worth
wBbut R1,5m each, were extreme-
1y powerful and could be used in a
.wide range of endeavours, said
:Lhrdata sales manager Paunl
__astle.

-Commercial crime

THE SAP's Commercial Branch
had opened 25 134 dockets by July
31 this year, representing a poten-
tial loss to the economy of
.H472bn, a police spokesman said
\}.q;;terday. In addition, the Office
or Serious Economic Offences
Yds investigating commercial
crimes involving R2,3m. '

“Workers reinstated

‘DURBAN's Royal Hotel has un-
.conditionally reinstated about 280
itiployees dismissed after a
strike over Christmas bonuses be-
gan five days ago, MD Charlie
Cable said yesterday. .
“mNatal Liquor and Catering
Trade Employees’ Union general
secretary Leela 'Reddy said:
4Management and the two unions
-gjll carry on discussing the honus
issue until it is resolved.”

Police campaign

THE SAP yesterday launched
Operation Awareness, an initia-
tive intended at reducing the num-
ber of wvehicle collisions and
yifiines over Christmas.

-+, .The operation, according to po-
ce liaison officer Rob Askew,
_would involve increased numbers
:%g})atrolling officers, aircraft and

ice caravans on holiday routes.
LT

'Ravamp for Beitbridge
PHE Beitbridge border post be-
tween SA and Zimbabwe would be
“uwpgraded with a new freight com-
‘filex and improvements to exist-
ing buildings to expedite the hand-
.Jing of tourist traffic, Deputy
Fipance Minister Theo Alant
announced yesterday.
_I-+*REPORATS: Business Day Reporter, Sapa,
Own Correspondsnt. '

Retailers expect

sales 10,

4
MAJOR retailers are optimistic
that the downturn in the retail
sector is over and predict that
sales in October will be at their
highest level since May last year,

However, they caution against any
strong recovery in the near future.

Data released yesterday by the
Central Statistical Service indicated
that SA’s 100 major retailers expect-
ed rea) seasonally adjusted sales in
the three months.to October to be up
25% from a decling of 0,47 in the
quarter to July. = Ye)

Over the same period 18t year
retailers predicted that sales would
increase 1,4%.

Economists said the figures were
further evidence of a recovery in the
economy. But they warned against
expecting a major increase in sales
until consumer confidence had im-
proved dramatically.

CNA CE lan Outram said sales
figures appeared to be less erratic
than hefore. “It seems to be pointing
to a levelling off in the downturn.”

Sales had followed a volatile pat- -

tern for several months after the as-
sasination of SACP leader Chris Hani,
he said.

Outram did not forsee any big
pickup in sales until consumers were
more confident. “The uncertainty in
the run up to the election makes an
upturn unlikly before April”

CNA was not expecting this year’s
Christmas season to be much of an
improvement on last year,

Old Mutual economist Rian Le

improve
g N

KELVIN BROWN |

Roux said the figures were encourag-
ing. But there was still nothing to
suggest the ecomomy was on the
verge of a strong recovery.

. “Even when this does happen the
man on the street will be the last to
feel it in his pocket,” he said.

The main reason for an improve-
ment in consumer spending appeared
to be the tow level of underlying in-
flation in the economy, he said.

Salary Increases were still around
the 10% level but annualised consum-
er inflation in the four months to July
was lower at around the 8,5% level

The recovery in the agricultural
sector after the end of the drought
was pushing up retail sales, he said.
i There could also have been some
delayed buying after consumers put
off purchases earlier in the year
when the political situation become
more uncertain, Le Roux said.

am  Expected retail sales
500 - onstant 1980 prices
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CAPE TOWN — The National Cloth-

Clothing federati%éggls tariff hike
_ I LINDA EnsOR |

ing Federation (NCF) has hit out at
the sharp increase in the tariff on
certain knitted fabrics announced by

L]

in the manufacture of bras, founda-
tion garments and swimwear from

Deputy Trade.and Industry Nl,lms 20% to 45% was unacceptable.
David Graaff this week 20 iﬂﬁa He said the highly inflationary

Graaff announced the changes to
the interim tariff structure following
recommendations : ]
Tariffs and Trade. ( ¥ =

NCF president Aaron Searll said
the decision to increase the duty on
certain imported knitted fabrics used

. measure would be harmful to the in-
dustries concerned and called for its

immediate withdrawal.

When the announcement suddenly

appeared in the Government Gazette

on September 30 it was immediately

opposed by the NCF, Searll said.

nan

FHE present annual number of engi-
neering graduates would have to in-
cretse tenfold to meet future de-
mands on engineering resources, SA
Ksgbtiation of Consulting Engineers

so‘;%ging presui 2 AOL pson

E-Ie said a turnafound in engineer-
ifginfrastructure investment from
the"eurrent estimated negative
gréwth rate of minus 2% to a medest
5% growth would see all current
engineering skills resources fully uti-

Engineering grad

t EDWARD WEST

lised in less than two years.

There were about 50 000 engineers,
technologists and technicians in 84,
of whom about 28 000 were engineers.

Thompsen expected an apprecia-
ble increase in funds in the short term
for infrastructure for social services,
which would leave engineering re-
sources overtaxed — despite current
unrest, wavering international sup-
port and the recession, which indieat-

uations, st

gjgg tenfold’

ed\ lower iivestment potential.
Given an international economic
recovery, the demand for engineer-
ing services would expand, making it
easier for local engineers to operate
internationally.

Consulting engineers would face
major changes in methods of opera-
tion. They would have to choose bes
tween narrow, often highly technical,
market niches and becoming multi-
disciplinary in addition to traditional
engineecting skills,
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Trading eonditions got the
 better. of blue-chip l:et%iler,r
" Pép ini‘the six months® 6. Au--

' gust when' its -earnings:fél]

cliaractéristics - of the'group, -
however, enabled it toliftithe,
dividerid by 0,5¢ to e, It/2 1 o
58,2 million, butt operating -
profif‘ﬂlﬂtiélll;‘l' ereent to;
67,8 million § ) )
~zMD Tony Hangthon 8ays a5 "
_a.résult. of lower inflation,
Drice, Increages have'been:
‘small arnd -growth of turnover.:;
rpm ‘the. retail’ division ‘hag"

Slcketied, -0 s
" £ Q088 are: -still, tending:,

‘aid putting o

-1y Spending. per-custon
fallen’Béeause of . fhagg

five periéent to.17,9¢ ajghare, @
| +“The ‘strong cash-generiting

.\ . g T Y, ™ \
=Turnover ‘was.-statie! at!]

T | e ——

turi socio-political ‘it
ﬁ"{,ffgéoijs;ﬂmer‘boycotts'
lQ‘cb:tiOl:I_;:':pf & pumber.:

-sores;in

Bey
calthy growth i cdstoniers
expensive cliains, - ii: W
- The'gale ‘of "Ackerman 5, in
the previous finaticial;year to,
-Pepkor enabled Pep’ toireduce’
interest.by 83 percent fp .
R1,6 million, Net profit fell by
five percent to R41,1 million,
_Profits from the manufae-
turing “division declined, al-
though productivity and prof-
itability, remained well ,above
industry dverpges, - Lo

'The.assqciate - company 'in

‘Seotland;. Your More :Store,
‘opened sanother 13 outlets to

bring the total to 42,

One-off opeiiing' costs. were
“absirbed il the first Half, and
: tlié‘.‘dj)équﬁioi;-‘ﬁg;{t?kpéctéd 1o
break’even;iri;the'second half,

_ Ol —_—t




THE C}i,cks group would ‘x;e look«
ing” to- expand into “lgw ‘cost

healthcare products” ds. part . of -

}* ‘He pomteé out that, m line with‘ this

i nd" =

‘1ong-terin Vision the group plannedto
_open 59 stores ifi the year to April 1994
even though “irading conditions have

the group’s long-term-plan to the . heen toy m the first four months” of
ear’ said chairman. Gerdon ggis year, - i
tian af. its AGM ‘yesterday. - e said’ the “Pharmacy. Agt would
- Utisn said that this would allow the “soon allow healthcare preductsztﬂ; he
group to corner the health, {mme and gold at Clicks outlets, .
beauty miarkets; - . Hesaid that “good growth" was fore»
The graoup also announead at a spm- cast in all the group's outlets . ‘thpsg
cal meeting that its shares’ would be  are Clicks, Diskom and Musica, . 5
split in the ratio of 10:1 from' October :” §A Shareholders Association chair-
and that its authorised share ¢apital. . inan Issy. Goldberg:pointed out at the
would be increaséd by, about R9,6m ~meeting that’ “the group. has. moved
through the creation of 8% convertible: ‘fast in the right direction” and added
redeemable préference shiares. Clicks - that Clicks could now ‘be regarded “ag
alsn -angounced: a ‘change: of name fa blue chip share™ .~
wm Clicks Stores 16 the Clicks Group. ., Th& Clicks share. price clbséd yes-
&ﬁ%‘* gaid:that dtliwg grogg wiuld t;e {;erday at R33 & share? Rzlc"h is 41%
in on. expanding in. the current @r tium 1ts rice 3,35 & year
decade “into outhern Africa and be- " b:gch R ,p i ‘0 . y

ey 1« ..v‘ e /\m’nz e




Clicks f4lls shorf of

CAPE TOWN — Toiletries, household

:g00ds and musje group Clicks had failed to ,— LINDA EnsoR r— —'
:meét -its budgeted turnover in the tongh whole of southern Afriea e
:tradifig period since i3 April year-end, CE pa emphasised that future growth of the

.annmual Mmeeting yesterday,
if Sale§ of traditionally stahle Ym: b usitie
;stores had dropped off and turnove better business it would pe, Major invest.
-hot met expectationg on a fixed-cost bagig, ments were being made in information
“However, despite this poor trading envi- techno]ogy to improve stock turnover,
ronmient, Clicks had adopted a Jong Since the Aprit year-end, 11 new stores
approach, was in an expansion mode and  paq peey opened and by end-April1994 the
remained committed to jtg investment in 8roup would have a tota} of 351 stores
new stores angd information technology, compared with the %93 in existence at end-
Honeysett anticipated margins would April 1993, By year-end there would he 148
come under pressyre gg a result of the (139) Clicks, 112 (89) Diskom and o1 (6%) |
"Broup’s investment strategy in a low-sales Musiea stores, o
envirenment, byt pointed out that ali three Also, Clicks hag commissioned a major

" their turnover over the Christmag SeasON.  western and eastern Cape, |
; rgins would, therefore, depend on sales Next year Clicks Planned to open a store
achieved in this period, in Namibia, while Diskom intended open-
Chairman Gordian Utian said while ing up in Lesotho, Botswana and Namibj,,
Clicks’ growth thi year was slowing down, . Honeysett said the Clicks and Diskom
the group wag stil] Erowing and the slow- chains were wel] Positioned to benefit
down merely indicated the group’s results from changes to legislation governing
Were not immune to the state of the ecg- pharmacies which would open up a new
nomy in SA, era of providing low-cost health eare,
While business conditions had reached An extraordinary Imeeting representing
their low point ang consumer confidence 67% of shareholders Unanimously passed
was fragile, Utian said he did not subseribe resolutions changing the name of Clicks
- to “doom-and-gloom” views abomt SA’s Stores Ltd to The Clicks Group Ltd; subdi-
future angd €xpressed optimism about viding each ordinary share into 10 shares
Clicks' performance. to create 226-million issued shares; and
Honeysett added the Eroup was, being . increasing the authorised share capital by
geared for the yéar 2000 and beyond and " the creation of 96,5-million 89, convertible,
inordinate growth in all three companies redeemable preference shares of one cent
could be expected not only in $A but in the each,

_ Sm——— -
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FFCA"i-"E "TOWN — Retailers were very
cﬁsappomted with business conditions
"itf’ the “third quarter and confidence
dropped to an unprecedented low

| “leve]“ Stellenbosch-based Bureau for
\gconomlc Research (BER) director

ckie Stuart said yesterday.
He " Anhlouncing the preliminary results of
J'nationwide survey in the trade sectors,
8tiart sdid retail sales, which usualy
moved in tandem with the overall busi-

‘I'ness] cycle,’ -apparently declined in real

terms in thé third quarter, As a result the
et majority of retailers surveyed had
”contmued to retrench workers,

* "“Sales of new motor cars, which normal-
* 1y lead turning points in the overall busi-
“nesseyele, accelerated during the third
w,quarter. Stuart said this trend was expect-
‘ed to continue during the fourth quarter.

Retailers expected a general improve-
.ment in business conditions in the fourth
quarter and the net majority indicated
that they planned to increase sales vol-
umes by cutting their selling prices,

Third quarter wholesale sales appeared
to be worse than a year ago, though a
small net number reported better sales.

The net majority of wholesalers also
indicated that they would be reducing
selling price increases in order to boost
sales volumes,

Stuart noted that inflation expectations
among retailers decreased significantly
in the third quarter, with preliminary fig-

~inerease in selling prices to be lower than
in the same period last year.

_price index.

- ed out.

- weviprands
S i
i

! LINDA ENSOR

BER's second quarter survey. foun!d[;
that 15% of partu:lpatmg retailers X0,
pected the rate of increase in their sellmg ( )

prices to be higher than thatof a year ago.

b Y ok

Stuart said the decline in inflation ex:

pectations was welcome as there was a ‘

correlation between changes in the

vA f.au

pectations and changes in the consimer

inflation rate of below 10% — perhaps'
significantly lower — is possible for; cal-
endar 1993, The recent increase in the
petrol price will exert very slight upward
pressure on inflation and consumers ap-
pear to be very price conscious,” he point-

.ures suggesting. that 56%, of those surs
\,veyeﬂ expected the fourth qua&er rateof

Lotyer:

“It would now appear as if an average |

92 -3
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Workers in 1
2>

Weekly Mail Reporter (V1 10—1L ]9 14

CLOTHING retailer Sales House has asked its employ-
ces to help it come up with a business plan.

In a statement, managing director Arthur da Costa
said; “I believe Sales House is certainly one of the first
companies in South Africa to ask its employees for
input in a decument of this nature.”

Marketing director Penny Lloyd said the idea had
emerged while the company was trying to find ways to
empower its workers. “Da Costa believes in employee
participation,” said Lloyd, “He consults his manage-
ment team and staff and involves them in quite a jot.”

Rather than saddle workers with the complexities
of developing a strategic business plan, management
drew up a questionnaire which dealt with aspects of
the business plan. Workers are being asked their
opinions on employee benefits, the location of stores,
winning market share, funding and so forth.

All Sales House staff have been divided into 10
groups and a deadiine has been set by which the stafl
contributions have to be ready. - ‘

Once the workers’ responses have been received,
management will discuss the answers with employ-
ees before incorporating them into the business plan.

“There is an enormous amount of excitement about
the plan. People have a fecling thai they are going to
be heard,” said Lloyd.

“We have to be careful of raised expectations, you
can't put this to staffand then not let them hear some-
thing," .

———



City offers many advantages

Black busmess
‘drawn 10 Jo Burg’

B METRO STAFF

Johannesburg remains the most
concenirated market in Africa
and many black entreprenems
and professionals are moving
into the CBD to take advantage
of this, says Wally Hart, national
marketing manager of Old Mutu-
al Properties,

“Oid Mutual Properties is wit-
nessing a growing band of black
professionals and entrepreneurs
who are establishing themselves
on our properties. The city offers
them many advantages, such as
convenience, a massive market
and a comparatively safe en-
vironment.”

In the past few months, said
Hart, the company had let more
than 19 000 sq m in 75 deals.

“Rol half those deals
were with black enirepreneurs

and professionals. For many the
CBD represents a much safer
environment, free from random
violence or political turmofl.”

He pointed out that more than
450000 commuters passed
through central .Johannesburg
each day and thai the eity re-

to promote the CBD as a pla(;e
where people can live will be
central to its overall revival.

A

“Ii Is in the city's interest that

‘people live close to where they

work and I believe that the city
council will certainly strive to
help provide affordable quality

ed thc:lil;gn n's g aud . aecommodation in a stimulatmg
Despite the northward flight of W pnd dron-
many retail and commercial en- ;

terprises, Johannesburg. contin-=-. The CJP — w‘hich is'g tripar-
ued to draw businessmen “who- fite - Grganisa

‘wish to profit from its myrlad opF
portunities”.

The company believed that Jo-
hannesburg would go the way of
many other citles, with workers
rather than managers choosing
the location of work pleces.

Nell Fraser, direcior of the
Central Johannesburg Pariner-

. ship (CJP), believes that policles

tion, embrawmg
usiness, the Gouneil and the

eT community — was looking

at the council's role in keeping |

CBD home rentals at economic
levels, with strategies like “tax
holidays" and that used in the
southern US city Atlanta, where
property tax was phased in over

10 years io assist developers |

and non-profit utility companies.

4




By ARI JACOBSON °

THE Foschini-Group
would be opeéning 36
new stores in, the fi-
nancial year to March
1994, said MD Clive
.Hirschsohn speaking
after the group’s agm
_yesterday,

He also forecast “real
growth” for the year
pointing out that this
was the situation al-
most six months down
the line. Co

The group has, familiar

whrand inames: such as

‘¥arkhams, Foschini,

- American Swiss, Pages

wand more recently

"Sterns Jewellérs.

“We are not looking to

. be aggressive ac-

. quirers, but will build

S on local appeal,” he

. I. \",.sald. . .
“Hirschsohn was quick to

- yapoint, out that 50% of
-fits new businessi was
APcoming from theg''new.
“ world” commuhity.
The group, increased Jits
> attributable earnings
by 254% to R103,5m
(R92,5m) for the year to-
“.March 1993. -
In its annual report
+- ehairman Stanley
! Lewis- said that the
¢ guecess of the, group
+ had heen baséd on
sthe ability to adapt vi-
gorously and to have in
. place systems and
methods of operating
that maximise oppor-
tunities in the market-
place.”

Lewis added that the

product focus of the
group ‘was “weighted
towards the broad
 middle market” where
growth would be more
viable once socio-po-
litical- and economie
conditions had stabi-
 lised. © SRR
He said the group.} -
reached Rilbn iturn-
. ‘over for the year under
.Teview, .

¥

Py




d " .day accused Lenco subsidiary House of Monati
! f, <of launching a hostile takeover by bringing an; |-

I i .‘Monatlc R1,9m for goods sold and delivered. -

[:about R4,6m and liabilities stood at R8,5m, B
i 1 Based on his “in depth knowledge” of Romens

';@ was “no possibility of trading out of its present
¥ ﬁnanclal position”,

i
¢

ROMENS MENSWEAR MD David Marks yester

‘~urgent application in the Supreme Court for the;. v
1quldatlon of his company. i
~iAaJustice J G Foxeroft dismissed the apphcatwn-“ i
sfwith costs. o
. In papers, Stanley Stubbs, a director of Lenco | A
and Monatic, alleged that Romens Menswear, a'|
ubsndlary of JSE-listed Romens Holdings Ltd i
7im which Lenco had 'a 26% shareholding, owed

;»: + Stubbs said Romens’ current assets was worth -

- 4"‘2‘-'-'.

iancial position, Stubbs said that Romensf'} &
,tm;es were incurring heavy losses and there’

s .A‘f-

;3‘;11 an.opposing affidavit, Marks, Romens Mens- .
1 ,engD and finaneial controller of the Romens -|*
#group,’'said that the eompany was solvent with |-
assets ‘totalling R8,53m and 11ab111t1es of R7,8m

" leaw %la net surplus jof RO,73' miy o s
and,. Instrucud by Millar Gryss, Kuu and T;aub ap
% Blchnrde s byk Sonrnenbery

- Aerd a1

a‘mm-nn nndi,Ganmbik. appsared for Munnﬂc

FINa

.
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LOUIS TRICEARDT. —
A consumer boycott of .
11 white-owned shops in
his Northern Transvaal
town began on Monday
and boycotters said it
would continue until
there was free political
activity in the town,
The boycott was called
after an application fora
march by the Limpopo

sub-region of the SA |

Democratic Teachers’
Union was turned down
and all entrances to
Louis Trichardt were
blocked, and black
people were harassed on
August 25,

A meeting to call the
boycott was held at the
University of Venda on
August 29, — Sapa
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A consumer boycott' of

Jall white-owned* shops

has begun in this, North-
ern Transvaal town and
will continue

Boycott Committee-at a
meeting at the Universi-
ty of Venda. on .August
29 after an aﬁpl'rcation !
for a' marc .lgm.the .
South African Demo-

cratic Teachers Union

- | was turned down, all en-

trances ,to, the town|
were blogked and black |
people were harassed on |
;Augnst 25, — Sapa.
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‘West Cape

_EXPORTERS in the Western Gape yoe
-DProving daily that they have the pro-
-ducts and skills to meet the challenge

J-of the high quality standards demand-

ed by developed countries.

.S From small businesses to big con-
cerns they show that not only can the
Western Cape make what other coun-

successfully despite mpetition
in'those countries, geilcﬁqp3
This is the view of Wolfgang Thom-
s, "formerly regional general man-
ager of the Small Business Develop-
ment Corporation (SBDC) in the
Western Cape and now g development
consultant, '
In an interview, he said it was a
myth that South Afriea could not ex-
port industrial products on highly
competitive world markets.
A major clothing group in the
Western Cape inereased its export
shar of total output from a mere two
percent to a respectable 10 percent
over the past few years, while small
businesses in the region are also
achieving export increases,
+“In niches such as crafts, better-
qiality clothing arid furniture, special
=‘,€9’§§5products, agricultural tools and
-€quipment, -smally produgers haves

<{ BEeniable to ineet the. high'standards,

of.0verseas eountries at competitive:
il

o

SEsE 00

exporters

L P T

e R 2
o N REPRENETS PR | ARt
Y i ei"-wc: g a n e
Fea I - :

Met=ro

By FRED ROFFEY ,, |

tries want but they are marketing it -

priced! “Hitgn

ey
Mr Thomas said a recent;initiative
by the SBDC among Western, Cape
crafters revealed considerable scope
for top-quality exports. )

“Sponsored by the SBDCF Dioneer
Project Fund and, to a rather limited
extent, by the Department of Trade
and Industry, two people went on a
three-week marketing trip to five ma-
jor centres in Germany. )

“They took along photos, samples
and details of 265 craft products from
68 crafters selected in the Western
Cape. o

“First responses were amazing —
out of 15 people invited in Frankfurt,
12 appeared in person on'the ar-
ranged day." T

Mr Thomas pointed out that the ex-
port challenge would now /probably
shift to the supply side, “to.gel the
crafters to deliver the desired quanti-
ties at the promised quality and.inthe
agreed time”. '

o,

He warned that supply problems
were often more critical than the
opening up of export, opportunities.

“Yet if our local .industries and

wcrafters want to expand their turn-
sover-and create jobs, they have to

overcome these hurdles.”
B

LN
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Entrepreneurs who start small but think big

.

'

. - _v .,.m..._ , R
8 Weekend Argus Reporter DALE KNEEN takes a look at the businesses run by
some of the finalists in the Entrepreneur of the Year competition. @ ;

b

T art of age space to satisfy customer de- . -3 “You have to 4
MMW&»M:H: MMmm dﬂwmwﬁ ..Mn mand. g 2% T ‘munity before they will res ect
annual promotion mmam,a at Eézm mwu% mﬁﬁ& »mwn_ a fur- .,,wﬁumma vpport your establish-

€r loan to finance the an- - ] A -t
advancing small and medi- e

- - T TTh 1
sion in 1989 and the result was a-- % .
um mﬂﬂmﬂﬁﬂmmmm Uu« Gﬂﬂmﬁmbm threefold increase in turnover. - Annelise van der Straaten had
an awareness of the signifi-

“Stock control and sound ad- to give up her career as a region-
cant role these businesses ministration are essential for al sales manager for a greeting
play in stimunlating the Eve, who also maintains close

; ; ”» card company when her husband
success in our business,” says was transferved. from. Tohos oo
economy through cost-ef- contact with her customers to en-
fective job creation. sure all needs are met.

burg te Cape Town.
After a few months of adjust-
Heinrick Conradie started his
business on a freelance basis, de-
Emnmmﬁ and Em_mw.-mb Eo:.wnm in a
small garage wi e aid of one A "
labourer while he was still em- dies franchise.
self-help events designed to E..u_.wm%mw he employs 27 people at pers Van Ser um:.wmmmu opened
inform and encourage individ- . ] ) . er shop In October Wity one
:mﬁmamﬂ ummcamom_wmhmwgv_ oyed 3 manufacturing plant in Elsies sales assistant and a R70 000 loan
X River and makes a wide range of from the SBDC after spending a

her opportunity for entrepreneur-

Entrepreneurs and prospec- ship at the NI City Shopping Cen-

tive entrepreneurs will bene-
fit from a wealth of seminars,
exhibitions, lectures and other

The successes of some top customised moulds, metal press 1 ime i igati

: 3 ' ot of time investigating the pro-
small business people who tools and pressings, as well as jected sales mmE.mm mz% her wm_..
have made use of Small Busi- mass production and packaging sonal commitment to the venture.

ness Development Corpora- of plastic products,

tion (SBDC) finance will be With financial assistance from
highlighted at the Sanlam- the SBDC, Mr Conradie’s busi-
SEDC Western Cape Entre- ness, Pro-Moulders, bought land,
preneur of the Vear Awards buildings and additional injection
at Neethlingshof Estate in moulding machinery in 1991.

Stellenbosch on Wednesday.

A Khayelitsha pharmacist has
dispelled scepticism about the ne-
cessity of First World healtheare
in the townships.

Themba Solomon Mofokeng’s
Eyetha Pharmacy in Khayelitsha
has quadrupled its monthly turn-
%M%_. since opening in November

0.

Three years later Cardies N1
City provides employment for
two full-time assistants as well

H1aS season.

Figures for this year show a
growth in annual turnover of
more than 40 percent compared
to last year, when it was named
Cardies SA Shop of the Year.

“A strong belief in personal
service, hands-on management,
keeping the displa interesting
with new merchandise and never

#  bein;; understocked” is Mrs Van
LT TS I

+ S paring e e an

your

A9 -

dspect the 88_ )

ment and restlessness, she saw |

tre and made a bid for the Car-

as casual staff over the Christ-

Yo

CIMEDICINE MAN: Chenilst Themba Solomon
Eyethu Pharmacy in xcmﬁm:

|

L

FAMILY SERV

toi

[

n turned

A

3

Y -

< F

sha, has the

,

A

RS

R

TIRRE L5 -
Mofokeng, the owner of
formula for success.

liF

ICE: The dedication and drive‘of Willer and Eve Mou-
their corner café into a supermarket. ..
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. Thiunba Solomen Mofokeng’s -~:

-
A
.

Eyethu Pharmacy in Khayelitsha . ¢
has quadrupled its monthly turn- . ¢
QM%_“. since opening in November- !
1990. .

Situated in a neighbourhood
shopping centre, Eyethu Pharma-
cy was started with a R65 000 -
loan from the SBDC. '

Mr Mofokeng, who previously
worked in hospitals and other _ .,
pharmaceutical practises, now, )
employs two assistants. . -

He believes his fundamental -#:
responsibility is to provide accu- --° )
rate healthcare information as -
well as advice on over-the- B TRUMP CARD: Annelise
comter medicines. ‘ - ap2%an der Straaten played her

“This is important because es- : %3¢ €ards right' by starting her _
calating healthcare costs are i

Bl W i . own business.
prompting many people to self- T T i . .
Mmedicate minor ailments for °' - .Measuring up to international .

A > " i dards, Pro-Moulders
which they previously would have - W:%—M_MWM onth amﬁ_ compa- -

I

RO

T 5w

b

ny authorised to manufacture a
Mr Motokeng. . e meamm type of air filter for a
By providing’ a reliable, per- -5 well-known air filter company.

sonalised service, the business is 7 - ~" o3 o )
steadily gaining credibility and #W Other sizeable contracts have .

h ate cli-
market share in the community. wmmm: MMM:%MWMMMM%M&WWM under,
“In some cases I even give way dﬂg r..q:.mm retail companies. .
away the medicines for people to & . qps 41.ybaF-old entrepreneur
try out, telling them to come - . ,ihihutes This success mainly t0
back to me when they have seen his trust and belief in God and by,
for Emamm?..wh that it will mak simply “providing good service
themn better, © . anda éom -executed job”; -

Mr Mofokeng enlisted the ser-
vices of a qualified accountant to
handle the bookkeeping of his
business and, iz order to improve

F P

oy T e,

* - Leon Hector, previously an
electrical contractor, used to help+
out in mamumugmwﬂmco_nmnmwﬁumi
: .~ - Liquor Store owned by hi er
on his own management and busi- A
ness skills, completed the SED('s m H. .M.Hﬁ other shareholders. .
He saw potential fo expand the

How to start your own small pot
business course. business and increase trade, but
:" his suggestions fell on deaf ears.

So he decided to buy the busi-
ness three years ago with finan-

Lo

A father and daughier-in-law
umﬁsmuwaw has turned a small
corner café in Walvis Bay inte a
large, bustling supermarket.

It’s the Will-Eve Supermarket
which Eve Mouton and her fa-
ther-in-law William bought when
it was still a small neighbourhood
convenience store.

That was in 1987, the year in
which Mrs Mouton notched up 17
years of experience in retailing.

With her father-in-law, a re-
tired carpenter, she approached
the SBDC and took a loan of
R82 000 to buy the business.

They achieved their financial
projections and soon felt the need

- The business, which has a li-
quor 'outlet, a public bar, a disco
and a cabaret hall, has improved
its turnover and profits.

Mr Hector employs six perma-
nent staff members and they are
trained to work in all depart-
ments.

He makes deliveries, does re-
pairs and admits he is not scared
to help clean up when there’s a
mess.

He owes his suceess to tight fi-
nancial and stock centrol, team-
.work with his staff and close re-
lations with the community.

to expand the shop floor and stor-

sought medical attention,” said * - -

- cial assistance from the SBDC. ~ -

iL S.TORE de.£ N persomi
service, hands-on management, -
keeping the displays interesting
with new merchandise and never
being understecked” is Mrs Van
der Straaten’s recipe for success.

David Wightman had been an
employee in State or para-statal
organisations all his working life
but he “saw the writing on the

wall” and decided to leave.
He was working as a senior

. horticulturalist for Eskem, but he -**

felt his job was no longer secure
due to long-term restructuring of
the company.

Instead of waiting for the inev-
itable, ke appreoached his employ-
er about the possibility of a man-
agement buy-out. ;o - P

He took the plunge into self-
employment in May 1991 when he
started up Plants Cape (Pty) Lid
with the assistance of a loan
from the SBDC. - -

His colleague and fellow-herti-
culturalist, Ernst Thompsen,
joined him and tock up a share in
the business.

The company supplies a horti-
cultural and environmental ser-
vice, ranging from the supply and
maintenance of indoor plants for
offices and functions to environ-
mental impact assessments, land-

scaping and weed controk

. For a limited period Mr Wight-
“¥- man has secured a guaranteed
~ sub-contracting agreement with
- Eskom, which will assist with the

e

changeover while he expands ohmr_ i

erations to the private market. ™

Plants Cape provides employ-

" ment for 20 people and is grow-
ing slowly but steadily from a
turnover of just under R800 000 in
its first year of operafion. “My
biggest challenge was to change

all the old systems and attitudes -

both in myself and my staff,” Mr
Wightman admiis. “Although I
earn less nc  than when I was an
employee, my time is my own
and I can work without con-
straints.”

Plants Cape provides a unique
product in the Western Cape be-
cause of its focus on the hydro-
culture method of indoor plant

. production. In contrast to soil-
potted plants, these plants are
physically supported by clay peb-
bles and fed by nutrients added to
the water supply.

LR

:  ton turned their corner café into a supermarket.. °

i ¥

Kt

-
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S i

. X i o,
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. SR m&mz 5
- R - - K WD,

O RIGHT MOULD: Heinrich Conradie in his exceptionally clean and well-
organised factory in Elsies River.

{1 CHEERS: The sucess of Leon Hector's liquor outlet and disco is due to
teamwork and close relations with the community.
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THE confession causes a jolt, especially com-
ing from a highly respected attorney: “We
have been breaking the law for years and en-
joying every minute” - = T
The admission makes a lot morg sense, however,
when explained more fully by Dons MacRobert,
managing director of the Get Ahead Foundation,
which since the mid-1980s has beensengaged in a
crusade to bring black entrepreneurs into the eco-
nomic mainstream.
Mr MacRobert, founder chairman of the Law-
yers for Human Rights tackling apartheid injus-

tices, is talking about the times he has had to fiout
rules and regulations imposed to_hold budding

black entrepreneurs at bay from eveii a foothold in..

the business world. MR

“Breaking the law was inevitable when a batter-
ing ram had to be used to get through the barriers
of red tape that tried to hold ‘back.black initia-
tive,” he said. .

The hassles have proved worth it. A new count
shows that the Get Ahead Foundation has been be-
hind the launch of more than 15 000 mini-business-
es since the mid-1980s — most of ‘them starting as
one-man operations but in turn creating many
more thousands of jobs, ’

.

rle

The Get Ahead Foundation has been
forced to use a battering ram to-break
down the barriers that excluded black
entrepreneurs from the economic®
mainstream, reports Business )
Oo:‘mmuo;ama MICHAEL CHESTER.

Moreover, the triumphs have been achieved on
funds as modest as R7.6 million — meaning each
new entreprengur has been able to carve a niche in
business on loans of R500 on average.

“Bringing problems down to earth and looking at
the potential of the informal sector, we have dis-

.~ - covered it's possible to create jobs for as little as
-~ - R350 — only a fraciion of the investment needed
by the big companies in the formal sector.”

Mr MacRobert pulls out the file on Shadrack
Khopotse, who applied his talents as a woodworker
to start a mini-business in his backyard in Alexan-
dra.

From the base of a small loan from the founda-
tion in 1986 he was able to move into a proper

workshop. Today he runs SP Khopotsé and Sons in-

nearby Mariboro, with a sales turnover of around
R100 000 a month. <3 ; .

-
1

la

He tilted his skills to start produeing fibreglass
products like canoes, swimming-pool covers, bath-
tubs, water tanks, car accessories and drainage
pipes.

Mr Khopotse is now on the brink of export or-
ders to the United States and elsewhere.

“The successes scored by thousands of our hor-
rowers have proved the potential of the latent
black skills and entrepreneurship that can be mo-
bilised when given the opportunity - maybe with
only a few hundred rands,” said Mr MacRobert.

The lessons have been taken to heart elsewhere
in Africa. Get Ahead now acts as consultant to en-
courage similar initiatives in a growing list of
neighbouring countries — Swaziland, Zimbahwe,
Mozambique, Namibia and even as far as Kenya.

Layers of apartheid bureaucracy have not been
the only frustration as the foundation battled to
find a formula to assist black advancement among
the unemployed and at comrmunity level,

There has also been the problem of access to fi-
nance, even in the most modest amounts, when as-
pirants have had no collateral to secure loans from
the formal banking system.

The Get Ahead Foundation has used African so-
lutions for African problems. It mobilised the stok-

v-busti

ng

vel system that has long been in use in black soci-
ety to raise loans — with entire groups acting as
volunteers to guarantee each individual loan and.
if amﬁnmmmmﬁ. using peer pressure to ensure repay-
ment. :

The system works, The foundation has found
that only a minuscule proportion of loans have
gone sour — even in the worst of times.

“During the sanctions era 1% overseas govern-
ments — plus hundreds of corporate and private
donors — made contributions to our budgets when
they learned about our operations,” recails Mr Ma-
cRobert.

“We have been able to set our 1993 budget at
around R30 million — and the creation of new job
opportunities has now accelerated to more than
1000 a month.

“The Get Ahead Foundation has been one of sey-
eral pressure points that have forced a dramatic
reduction in the jungle of red tape,” he said.

“Quite clearly, political refirm will have no
chance of success without econgnic development,
The priority of the next objectives must be evi-
dence that political liberation joes hand in hand
with economic liberation.”
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wDales 4%

Wi oy C
' “%&ETAIL sales in June were more than' 3%
-Jower than major retailers’ éxpectatfons
for the third Successive month, according
‘to figures raleased y Central Statistical
Service (CsS). 2, |\ an Co

-June’s sales of R75bn wete nearly 4%

in the second week of June.

’ ket and industry sources said this,
meant retailers were not meeting thefr
budgets, J
- Seasonally adjust es for June were
0,7% down compared with the previous
month’s figures, The largest decrease wag
in the-sale of diamonds, jewellery and
silyerware, which showed a real decline of

2

ha'/o,

In the quarter to end-June, nal
adjusted saies dropped 3,1%, Q “
Ecoriomists said the trend was a clear

refiection of a lack of consumer confidence
and disposablre, income. - .

Retailers would find it difficult to meet
their'budgets;a problem already reflected
in some resulis to end-June,

They noted that the C8S figures excluded

R

W3

'
v,

on forecasts .,
[ MARCIA KLEIN

wally
sales in the informal sector. This might **
have masked the actual increase, as the
informai sector had gained market share, an
Pick 'n Pay joint MD Rene de Wet sald |~
the first six months had been the worst that' g
her group had experienced, largely be- 5
cause of blows to the economy, includin .
the VAT and petrol price increases and the, *4%
death of Chris Hani, 3
Pick 'n Pay had seen an uptick in June’ %2
and July, but Angust sales had not been ag "4
good, It wag budgetingforanimprovemen’t ™"
from now on, but for “no major miracles”, 2.
De Wet said the informal sector wag =~
taking some market share, mainly because < |
of an increase in hawkers’ sales, | P
zaars financial director Geogff ol
Kearney sajqd irading conditions had been oy
terrible in the first six months. However, .
OK’s performance had been distorted by i
its aggressive relanngh, ‘gaining’ it Some ' -
share in & $hrinking market, The informaf ’**

sector would have affecteq sales of ¢loth- ;I; ;

&w

P

ing, fruit, vegetables and other food,
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EDGARS GROUP

Fim 219 /az

Getting the mass market right

Sharper competition in the risky fashion

Edgurs has a knack for staying in tune with
the market. Its success is clearly visible in
the results for financial 1993: a remarkable
18% growth in EPS, in an industry which
grew at a low 7%, and a balance sheet in
good shape.

The figures should not divert attention
from the intense difficulty of the trading
environment. Edgars has not always been
able to surprise the market with results
which far exceed expectations. In financial
1992, for example, real earnings growth was
not achieved — though admittedly this was
the first year in five that had happened.

Fashion, of course, is in a state of constant
mutation. Filling shops with merchandise
people don’t want, or which is out of touch
with the times, is the path to insolvency.

Edgars’ solution to this problem was the
development of three independent chains.

Edgars Stores, a leading speciality retail
fashion chain, offers clothing, footwear,
household textiles and accessories on a re-
volving credit or cash basis. House brands
play an important role; management is fo-
cusing increasingly on the concept of a shop
within a shop. Sales House, like Edgars
Stores, is a credit-based operation but sells
clothing of a more classical nature to the
middle-income markets. Jet, the cash chain,
offers quality fashion merchandise to a
broad mass of middle-class customers.

Edgars’ management saw the potential of
the emerging black market in the early Sev-
enties. Its efforts are clearly visible in the
success of Sales House.

At year-end, Sales House reported sales of
R624m from its 112 stores, just under 20%
of the group’s total turnover of R3,2bn. The
biggest contribution still comes from Edgars
Stores, with annual sales in 1993 of R2,1bn.

But its sortie into this market has not been
without problems. The R30m acquisition of
Ackermans in the early Eighties was aimed
at the bottom end of the market; that was an
area of trade that past management never
really understood. Ackermans was later sold
at a small loss to Pepkor; for Edgars this was
a sobering learning experience.

Of course, this is the area of greatest
interest: Edgars, having failed dismally with
vet another attempt to penetrate the lower
end of the black market, this time with
Express (a small clothing chain), has decided
to use Sales House as the thrust for its
growth over the rest of the decade.

Ironically, the decision may have been
made at the expense of Edgars Stores. This is
a view which doesn’t meet with complete
acceptance among management. Financial
director Mark Bower agrees Sales House has
the greater potential, but is sure Edgars
Stores will continue to grow,

Evidence from the stlgegics being applied
- for many years the group has studiously
wooed black custom — suggests Edgars is
attempting to achieve a small miracle. Sales
House was launched as a chain retailing
clothes to blacks. Its policy now is to turn the
chain into one which serves a multiracial
client base.

In a sense, this has been done before.
Examples are Foschini and Wooltru, which
formerly were patronised almost exclusively
by white shoppers and which now cater for
all groups. However, it's never been done the
other way round. Ed Hern, Rudolph analyst
Syd Vianello says that if Edgars’ unusual
plan comes off, it will be remarkable.

*HetallS’cloihmg, footwear and #accessorles ihrough
-credit and cashy thains, Also has a clothing mani--
‘ iaclunng mlerest.

SA Brewenes hnlds 65% Ghairman JM Kahn

*MD; GH Begton Capitai structure: 50,9m ords
<Market capltal[satlon R4,07bn -

: A“ﬁ%ﬁkﬁ%&%%ﬁ%ﬁ

earriifigs; PE ratio, 2'1 '9 sover, 2,6 12-monith
‘high'8.200¢; low, 4 900c Trading volume last

quarler 197 000 shares

fg;ffaarfto--March‘sa-m.‘-\.;’S‘O: 191 92 .93
- ST debt (Rm) 403 189 208 217
+ LT dabt (Rm} | . 201 262 378 278
- Debt: equity ratio 062 057 068 028
.- Shareholders’ interest 0,34 0,35 0,36 0,40

. Int & leasing cover §4 60 51 66
. Beturn on cap (%) 26,0 260 239 248
JJurnover (Ron) 198 248 275 3,18
Pre-intprofit (Rm) - 288 353 373 426

. Preintmargin (Rm) , 145 143 138 i34
;\-Eémings‘(c) L. P43 206 310 365
- Dividentls {c) 93 113 119 140
Tangible NAV (6) CT46 930 1122 1348
o o » . Bourge, EDGARS

market_means sharper focus

The recession has taxed the management
skills of every retailer and Edgars is no
exception. Changes in customer psychology
have become evident. Faced with dwindling
real income and rising costs, people have
become more aware of value for money.
Shoppers are better educated and better in-
formed than ever before.

Close ties with international retail experts
have kept Edgars at the forefront of overseas
trends in retailing and technology advance-
ments. Having led the field in SA in promo-
tional discounting, a concept first carried out
11 years ago, Edgars is now following the
most recent global trend of offering “every-
day™ low prices, as opposed to drawing cus-
tomers who time their shopping around pro-
motions. CE George Beeton says the aim is
to give customers value for money and at the
same time boost volumes.

Over the past three years the three retail
businesses have continued to expand their
share of the market. At the 1993 financial
year-end, the group had cornered 36,1% of
the market for clothing, footwear, home tex-
tiles and accessories.

However, closer examination of these fig-
ures reveals a dichotomy: on one hand, Ed-
gars Stores’ share of the market is on the
retreat in almost all sectors; on the other, the
group’s portion of the specialist clothing
business is growing steadily — thanks to the
turnaround in Jet’s fortunes and the excep-
tional performance of Sales House. This con-
trast within the group confirms that Edgars’
long-term strategy is now to use Sales House
as its primary growth vehicle.

The chain’s contribution to group earnings
rose¢ 71% to R52m in the past year. And
Sales House's share of the market has in-
creased in every speciality. An interesting
feature is the extent to which this operation
depends on footwear sales — this is the
chain’s core business. Local footwear pro-
duction reportedly fell 3% over the first six
months of 1993 but this does not affect Sales
House — its emphasis is at the higher end of
the market, which hasn’t been affected by
cheap imports.

Jet’s repositioning, with emphasis on the
corc fashion operations, has resulted in a
much improved stock position, reflected in a
21% increase in sales. Though Jet returned a
loss for the year, Beeton says it moved into a
profit of R4m during the second half and
claims trading this year has been good.

However, the principal opposition, Woal-
tru, finally seems to have got its corporate
act together. It means previously unhappy
Woolworth$ customers — many of whom
deserted it in protest against what was seen
to be bad buying, sloppy merchandising and
ludicrously high prices — will now be invited
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to return. And, given that Woolworths has
always been a cash-based business, CE Colin
Hall has a new weapon — a debit card
system, patterned on the UK’'s Marks &
Spencer, and available from October.

This presents Edgars’ management with a
direct challenge. The group’s performance
owes much to its credit-based sales growth of
16,6% to R2,45bn, or 77% of the total
R3,18bn; Sales House increased the number
of accounts on its credit base by 64%. Beeton
is quick to allay fears by emphasising the
operation’s favourable bad debt figures; the
marginal decline in the number of account
holders in Edgars Stores, says Beeton, re-
flects the drive to clean up the debtors’ book.

Edgars’ results for financial 1993 — wel-
comed then as a remarkable achievement —
have been partly overshadowed by the dra-
matic turnaround in Wooltru’s fortunes. Its
62% increase in EPS (Fox August 27) are
certainly impressive, though it’s conceded
that this was off a comparatively low base.
Meanwhile, little can detract from the
strength of the balance sheet; interest-bear-
ing debt fell 37% last year, with a gearing
ratio of 0,28.

Improved asset management is indicated
in the more favourable stock levels, derived
both from correct anticipation of the chang-
ing trading patterns and because quality of
inventory is better. Beeton says better use of
technology has brought subtle improve-

SR
Attributable Trading

Sales earnings area Sales/m?2 Number

{Rm) {Rm) {m2000) {R) of slores
S1992 1903 % {1992 1993 % J1902 1993 % 11992 1093 % htgm2 1993 %
Edgars /1925 2141 11125 145 16}348 364 4 35654 6010 6 {168 167 (1)
SalesHouse470 624 93830 52 71594 97 3 45010 6484 208110 112 2
Jot taop a4 210(10) (2 7ek115 116 1 32611 316721573 74 1"
Other 54 47 (13@%12 9) ¥ %34 |
Total 2740 3176 164158 186 18 4565 577 2 54885 5497 137385 353 (8),
Sburcar EBBARS

/a3

ments; ordering is now closer to the time of
demand and buying decisions are taken in
response to accurate data. 3@)
However, there’s one area in this other-
wise sanguine picture which isn’t so good: it
is Celrose, the manufacturing arm. It contin-
ues to lose money. Beeton defends manage-
ment’s commitment to the operation on the
grounds that he considers it is a strategic
investment. It ensures, he says, product di-
versity and its export capability may protect
it from import constraints which could be-
come a feature under a new government,
The share trades at R80, six times NAYV.
The price is close to its 12-month high of R82

{the year’s low was R49, an indication of the
great range in perceptions over a short
period). Four months ago, responding to the
group’s preliminary results, the FM said it
thought prospects were good, that its rating
wasn’t unduly demanding and that a better
alternative would be hard to find.

That perception has changed, with Fos-
chini and Wooltru competing seriously.
Nevertheless, analysts are forecasting
growth in EPS of 20% to 359¢ this year,
helped by a lower tax rate. Investors with
exposure to Edgars would do well te hold on
to their shares; those looking to increase their

holdings will have to pay up.  Maryiox Greig

member:

unigue bonus system
MRI evacuation plan

dependants.

WESSEL
TR 6561 (2}

THE VISIMED INJECTION
IS APROVEN SOLUTION

VISIMED is the undisputed leader in risk managed health care coverage. In fact,
the fundamental principles of VISIMED's proven tisk managed health care
coverage have already been applied successfully for more than a year.

As a voluntary medical scheme, VISIMED has for the past 25 years been
ensuring its members of the very best service. The solution which places
customised health care coverage within the reach of each individual, offers every

+ increased personal responsibility without increased financial risks
+ freedom of choice regarding coverage

« more manageable premium adaptations

L]

« individually administered savings plan

« reductions on chronic medication

-

as co-founder of the Health Management Association of Southern Africa, the
increased negotiating power of more than 500 000 members and their

VISIMED's four affordable risk managed health care plans cover all eventualities
so effectively that no further medical insurance is required. For more information
about VISIMED’s unique customised health care plans for individuals or groups,
phone our tollfree number: 0800 510183.

B
WVISIAMED

MEDICAL SCHEME

PEACE OF MIND THROUGH RISK WANAGED HEALTH-CARE COVERAGE -
P O BOX 567 BLOEMFONTEIN 9300 TEL (051} 47-9785/6/7
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R88-m boost for black

small

Business Staff

JOHANNESBURG. — Thousands of
new black-owned small businesses
will be launched in the next 12 months
under a special multimillion-rand pro-
gramme announced in Johanneshurg.

The initiative, designed to speed the
flow of budding black. businessmen
into the economic mainstream and
unleash the potential of black enter-
prise, was revealed at the annual gen-
eral meeting of the Small Business
Development Corporation.

SBDC managing director Dr Ben
Vosloo, anxious to make the 1990s the
“Decade of the Entrepreneur”, esti-
mated the number of new black-
owned micro business ventures in the
pipeline at no fewer than 12 500.

The new jobs that would be created
when recruitment started, he said,
would underline that black enterprise
was a key factor in finding solutions
to the worst recession on record and
setting the economy on a new course.

More than R88 million in new in-
vestments had been specifically ear-
marked for a Pioneer Project Fund
that would concentrate on grassroots
initiatives by black entrepreneurs
seeking a chance to start mini-compa-
nies of their own.

The scale of the operation was lim-
ited only by a chronic shortage of
funds.

All R60 million allocated to the
SBDC by, Finance Minister Derek
Keys inrthe 1993 Budget would be
ploughed into the exercise — plus
R28 million from the corporation’s

own résbiirces.

Dr Voslob confirmed that the pro-
ject — &n'additional layer to the nor-

k usiz?ess ventures
aLr2lak

ﬂa‘nal SBDC programme of action —

had the full support of the National
Economic Forum and community-
based non-government organisations
engaged in socio-economic reform
and job creation:

Some R62 million would be devoted
to mini-loans to give newcomers a
kick-start and encourage more part-
nerships with bigger companies as
sub-contract suppliers of eomponents
and services.

Also, R26 million would be ploughed
into support services for fledgling
minj-ventures trying to find a foothold
in the business world.

It was envisaged that a whole new
nationwide network of “industrial
hives” would be created at communi-
ty level to provide low-rental work-
shops and back-up services.

At least 152 disadvantaged commu-
nities would benefit from 60 “business
clinies” that would be set up to diag-
nose hiccups at the start of fledgling
business operations — and seek reme-
dies to any problems encountered at
teething time,

Also, thousands of school-leavers
unable to find jobs in the formal sec-
tor would be formed into a volunteer
corps that offered the chance of on-
the-job skills training and basic man-
agement experience inside new mini-
businesses that had already paved the
way to success.

Dr Vosloo said the programme
promised to double the number of
new jobs created by the SBDC every
Yyear and push the grand total of new
employment opportunities opened up
by the corporation since it was found-
ed 12 years ago to well ahove 400 000,

[
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More opposition to forum’s draft législation

Threat to reform
plan f%councﬂs

W BY JO-ANNE COLLINGE

There are clear signs that
talks in the Local Government
Negotiating Forum (LGNF)
have hit rough seas and that
the reform plan on nonraeial
councils may be headed for the
rocks.

LGNF sources said this week
that no date had been fixed for
a plenary session of the forum
— now more than a month
overdue — but that the LGNF
management commitiee was
due to meet on Monday.

Opposition to the forum's de-
cision to draft legislation to re-
place segregated urban coun-
cils with nonracial appointed
councils for the first phase of
transitional rule has mounted

219192,

steadily since the plan was an-
nounced at the end of June,

The far Right predictably
threatened to resist any at-
tempt to implement nonracial
structures. I is understood that
there has also been opposition
among local government bodies
in Natal and the Cape.

In addition, a number of
white ratepayers’ bodies have
expressed disquiet that change
will proceed over their heads.

The DP has eriticised the
process of local government re-
form, describing the LGNF as
an unrepresentative siructure
comprising basically the Gov-
ernment and the ANC, in the
guise of the SA National Civie
Organisation (Sanco).

While Local Government Min-

*WJ ar.x' ‘;i"'{“
fster Iertiul Delport declared
recently that he was not about
to back down under pressure
and that local government re-
form was very much part of
the Government's agenda, talks
have clearly got tougher.

The ANC and Sanco, original

. proponents’of appointed {ransi-

tional councils, nevertheless re-
gard the councils as a ¢onces-
sion on their part. Black voters
would remain under-represent-

ed on councils constituted on a |

50:50 basis by Statutory and
non-statutory parties.

It is an open question wheth-
er the non-statutory parties will
make further concessions, or
simply shelve local government
reform until after the election
in April.

-

New boycgtt oleﬁoiksburg in plpelme

The Vosloorus Civie Assocla-
tion is planning a new consumer
boycott of Bokshurg after a
march to the civic centre on Sat-
urday, VCA general secretary
Vusi Sikhakhane said yesterday.

The m hand gver a
memora.ndum to the Boksburg
council demanding a nonracial
interim local government and
the return of furniture allegedly
confiscated last year. The resi-

dents are also complaining of
harasement by the SAP's
nal Stability Unit. =~

“The boycott will cotitinue
until. our demands are met,” Sik-
hakhane said. — Staff Reporter.
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Municipal Reporter 9 h

BUSINESS was keen for the Western
Cape Economic Development Forum
to yield results and not merely be a
talking shop.

Cape Chamber of Indusiries dele-
gate Chris Newton said this at the
third plenary session of the forum.

He said the country should aim at a
seven percent growth rate, and there
was concern about whether the forum
— set up a year ago — was going to
deliver the goods.

Cosatu delegate Tasneem Essop,
commenting on the report of the fo-
rum’s development strategy commis-
sion, said specific strategies rather
than “a shopping list of visions” were

"‘Business ‘wants action not
N

nomic foruin’

needed .

[l
The forum, which represents la-
bour, civic, government and business
organisations, yesterday adopted a
draft vision document and draft

guidelines for the i
Tand. release of public

Outgoing forum chairman Leon
Markovitz said it was not the policy
of the forum to ask for a freeze on the
sale of publie land.

African National Congress delegate
Basil Davidson said the draft poglicy
on public land was aimed at facilitat-
ing development, not imposing a mor-
atorium on transactions.
~ The draft guidelines said the forum
Gelieved a blanket moratorium on the
release of public land would be nei-
ther feasible nor beneficial.

. I——




gets R88;b

THE Small Busmess Develo
ment Corporation (SBDC) was
pumping R88m into black busi-
ness development, MD Ben Vos-
loo announced in Johannesburg
yesterday.

He told a media briefing at the
corporation’s AGM the financial in-
jection consisted of R60m allocated
to the SBDC in the 1992/93 Budget for
miero enterprises and B28m frqm its
own operating incometao

The development project, which
would be channelled through the
SBDC’s Pioneer Project Fund, en-
joyed the support of the National
Economic Forum and would be im-
plemented in co-operation with other
non-government and commmnty-
based erganisations involved in small
business development.

Vosloo said R62m would be used
for micro loans to fledgling busi-
nesses and to facilitate joint-venture
contracting and subcontracting,

‘The remaining R26m would be for
ventures such as the establishment of
60 business clinies serving 152 disad-
vantaged communities and the set-
ting up of community-based “indus-
trial hives” and inarketing support
programmes for flea markets, hawk-
ers' trolleys and market stalls.

Other schemes which would bhene-
fit would be micro enterprise after-
care and mentorship support, and
arts and crafts initiatives.

Various projects had already be-
gun, he said. .

ROBYN CHALMERS reports the
SBDC will restructure after recent
calls by trade unions for greater rep-
resentation on its board,

Voiloo.said the SBDC was willing
to discussixthe demand by trade
unions thatthey acquire a one third
reprdsentation on the board. “The ac-
tion éorhinittee of the SBDC board’s

laz ‘,}ﬁaﬁ o
THEO RAWANA, 4 - |

executwe committee regenly decid-
ed to participate in the esth ent
of a representative exploratory fo-
rum to investigate and consider the

future of small b mess elopment
needs of SA.” C]B

‘The SBDC ha 0 embarked on
an affirmative action programme to
ensure staff levels were more repre-
sentative of the SA population,

National African Federated Cham-
bers of Commerce (Nafcoc) president
Archie Nkonyeni recently cailed for
an overhaul of the 8BDC, ..~

The two organisations met to jron
out their differences, including black
involvement in the SBDC's equity,
black representation o’ th? regional
boards, an Africanisation of top posi-
tions of the SBDC and the body’s ef-
fectiveness in the development of
black business.

The upshot was that Nafcoc and
other relevant business-related

stakeholders would band together to |
look at practical steps to incorporate |

the broader spectrum :of’business
leaders in the SBDC’s planning and
policy making process. ..

Vosloo said the SBDC was faced
with a lack of funding from govern-
ment and other sources. In spite of

this, net income after taxation and
provisions had increased from
R15,4m to R18,1m for the year ended .
March 1993. ;

Net income before taxzation de-
clined from R49m to R39,7m because
of a higher net bad debt vmte—off but ;
a reduction in taxation from R33m to
R22m and a marginal increase in at-
fributable income from associated
companies to R500000 {R476 000) ,
helped boost net income. ~

}
During the year, 4 667 loans

amounting to R278,7m were granted,

- - - -







SBDC comes in for criticism

Ziie !
THE $mall Business Develop-
tfne':’lt Co:l-lpm'.-ia;ltion came undtla:
jre; at- the asle~-Group Wovk-
sl owe. (20

ST |]@l°\?>
iifie workshop took piace
against the packground of
changes in the sBDC, whose
Cape director, Mr Wolfgang
Thomas, Was moved sideways
into the job of gpecial projects
director last week.

Although, Mx Thomas would
not -comnient on the change,
sources at the meeting saw the
move as anattempt by the
SEDC's: Johannesburg head of-
fice to tighiten its control of the
Cape operation.

e ———

The SBDC has bheen eriti-
cised for favouring bigger —
often white — operators and
for charging high interest rates
on small loans.

Cosatu regional task group
member Mr Tony Ruiters
called for the restructuring of
the corporation.

“Jt will be a struggle to
change the SBDC but it can’t
go on in the old way”, he said.

Ms Claudia Manning, re-
searcher at the Friedric
Ebert Stiftung, ealled foran in-
dependent ingniry into the run-
ning of the SBDC. She said the
corporation “reflected present
undemocratic structures”.

R I

- oom m . L

o e ——a— LA

PR



lay, August 30 1993 .

SBDC, chambers link up
to assist black businesses

THE SBDC has linked up with Nafeoe
affiliate the Southern Transvaal As-
sociation of Chambers of Commerce
to cater for black business in the
southern Transvaal, the SBDC said at
the weekend. 2,jPN\ %

The corporation has n under
fire from Nafcoc and the association
in recent months because of alleged
failure in its mission to address the
needs of disadvantaged people.

Nafeoc president Archie Nkonyeni
last month suggested a “complete
overhaul of the ownership, control
and administration arrangements of
the SBDC to reflect ltfhf Ie&l%t?i:s of
the new SA”, 2™

The SBDC said last week it and the
association would set up a joint lai-
son committee which wol meet
once a month to: { °
O Identify larger business develop-

+ SBDC, credit control difficulties and
_»from loan applications. : .

, ance initiatives as well as those

" aimed at; vin

husiness, ° CO%
The-SBDC'S Jo Schw

- tion’s effectiveness in the develop-

- people’s expectations, and therefore

i THEO RAWANA 3
ment opportunities in the black com-
munity; and PO

[0 Discuss any specific problems aris-
ing from loan applications to the

address possible problems arising

The committee would expand old,
and create pew, marketing assist-
viablity of

L, a4

e sald the
Initiative would enhance the corpora-

ment of black business, ¥ ¢, .-
« “Tt will also address the Issue of
matching what the SBDC can do with

prevent unnecessary disappoint-

ment,” gaid Schwenke.
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McCARTHY Retail, formbd pa of the Jul

1992 merger of the MCCF}‘&Y motor ang
Prefeor retaj) Broups, hag Increaged earn. ‘
ings lg:n% to 48,2¢ ( ),g__slggpgjn the

4 - +-year une a vt
T Ta%oifsegfwggj.g%nw_ o‘ehjgi' gn&\%ﬁxﬂy.;-f
" main’ interesis gpe
'and retaflers Beares, Game Djs. ;
count World and Beg'(Jees, hag compareq :
its maiden results wity, Pro forma figupeg '
for the previous yeay, ‘assuming that the i
(merger d in effect for the whole of '
A0 2.

,’McCarthy 7 BIbewy. 2008198 o, Page 1

that year, CR Terry Rosenberg said, had been reduceq to 18% (25%),
Turnover was up 20% at R5,27bn from Hesajd resylts were achieved in the face

the underperformance of Game and 8a. MeCarthy reported a 1% decline ip the
vells furniture storeg in the Transvaal, - Saleof npew units, but earnings were maijp.
_ After higher interest payments, pre-tax  tajped at last year’s leve, Itg share of the

Ri22m of deferred tax Provided in pre. from Volkswagen over a three-month
vious years, resulted in a 17% rise in jp. period, and the disposal of two operations,
tome after fax to R116,5m {R99,9m). In Prefcor, six out of its eight divisions
Rosenberg said the tax benefits would con-  performed in line with budget,
tinue, apart from the once-off deferred tax Game apd Savells Transvaal had per-
release — mainy jn Joint finance compan formed below budget. Both had been posi-
Firstpref Retaj] Sales?@ '&Dy) toned to perform better in the coming
I Net attributable fncg T0S€ Dy 6% t0™  year, In furniture, all storeg except the 29
89,2m from R84,3m, Rosenberg said for- Savells stores had performed weil,
mer McCarthy Group shareholders would Rosenberg said ha was happy with the
have seen theiy earnings rise to 76,30 from merger. There was an in, in earnings
the actua] previous 50,9e a share, Formep and dividends at 5 Eroup level, and Pref.
Prefeor shareholders wouid kave seep cor's balance sheet wag Stronger,
earnings rise from tq 48,2c a share from an McCarthy Group, which hag as its only
—{ actual 47,7¢ 2 shape previously, interest its stake in McCarthy Retail, hag
A final dividend of ile a share was de- reported diluted earnings of 78,30 (50,9¢) a
clared, bringing the fyl] Year dividend tp share, and a fipa] dividend of 140 5 share,
15¢ (30c) a share, Rosenberg said gearing Jts fuil-year dividend i 24,5¢ {21¢) a share,
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The BUILDING costs have risen by [ noBYM cHALMERS |
just 5% against the average infla-
,bm:} tion rate of about 10% this year, margins have been squeezed by fall-
‘r‘:}, . | | but the slashing of prices by com- m%::h“;ﬁg g‘;‘;r‘;et‘i‘(";’;t' ger A
sult panies eager for business has med Mol ed said thmme organisa-
= de- caused hundreds of smaller firms tions’ internal building cost inflation
‘esti- to go to the wall. & ] W ' rate was as low as 3% earlier this
lems Many of the building industry’s year and that competition among
JOUT. larger organisations have downs- merchants was fierce,
sting caled their operations, articﬂiarg Barlow Rand subsidiary Federated
§29, in the housing market. (81935 Blaikie MD Richard Pratt said one of
1owW- SA Building Industries Federation the most worrying aspects of the fall
was (Bifsa) executive director Ian Robin- . ip buflding ecosts and the subsequent
told son said building costs had been un~  gffect on the industry was the migra-
. He derperforming the CPLsince thslagt tion of skills from the building sector.
told quarter of 1990, D2 ) . “Most companies have chopped
' ‘““The last time theré was any real their training programmes and thou-
burn increase in building costs was about  gands of skilled people have left the
) the two-and-a-half years ago, which has industry . . . when the industry recov-
had taken a terrible toll not only on the ‘epgthere willbea shortage of skills,”
die- profitability levels of companies, but  he gaid. T e S
had on employment figures as well” - - e
rect, The depressed R15bn a year con- [Awusl%Chae - Gomparison of CPI
struetion industry had been the force |35 " and bullding costs
behind the fali in building prices, with |4, AN PRCAE R B A
n Bifsa warning earlier this year that | - BRI
dto up to 70000 jobs could be Tost on 2’ {25 e :
tine possible 10% to 15% decline in the {20 ol )
sity sector’s turnover. : Jas 2y
ych The direct effect can be ‘seen in ;
stry measures taken by the big companies |10 e
the in the industry. LTA has instituted | & AR
llu- rationalisation measures in its build- ., & .- Buliding cosls
ing division, Murray & Roberts has | % ity " 00 U1y
downscaled its housing section and 80 82 ‘84 "85 "83 90 92
Pretoria Portland Cement’s profit . . GrachcRAREN HOOLWA
R o -
e ~erem~ndt~d | Miners voice




by 2%, says financt
tor ‘Lionel Bi

-yestment - gpendin

an' upgradmg

smooth the. flow ; of"
+ dends. The- d1v1den

in the current one as part

He is not womed about the |
group’s rehance on figed in-

| “Finance Mimsr.terr Derek
Keys's thrust, is away Hrom
chsumption and to mvest-
ment for fhe -coun!
future. Our confidence m
the ‘future is shown by our
plan to gpend R2- ‘bllhon on

fﬁf;ff s meciqf’s ?qg

Heving accep ted, that 1ts for-
tiines will. be cycllcal the
executive, tearn plans,
divi-
for
1993 T iipti1% at200c from.
eammgs of 53lc a share :

0
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[NTREPRENEURS dre.indivi e . . T N g R MR e R

Jol ) often: at variance withscorvéntional ® As-a new South Africa, with enormous growth and: ... , T has had 2 dariipenisg effect ori would-
Visociety, endowed withthree basic gifts — development potential,takes shape, one facet is. R ,.,,..‘_wMH,_m%.wom%Mw,ﬁﬁwaﬂww%.ms%n rvqus. o
| talent, vision and'perseverance. “fre - . 101 : LIRERN ¢ ‘forth .when, in"fdet,, despite sanc- .
I s an mm m ’ ﬁ_._mn.cm:‘:u\ U.m_ﬂomsmﬂ. the mvm.co.q of entrepreneurs. «* - tions’on. gertain v«.on:aﬁ...m._ﬁmwwmm&._Bmwru
1|, From 1852 H_Eg.__mﬁm_.mmz«.wmm%., Emm en- ‘Io..w. can this be changed? asks Cape entreprencur . kets have always existed. + T,
1. trepreneurial spirit prevailed in Sou ‘A A o AN WL T M v
: ‘E%nm. But, seemingly, as the country de- NDRE LOUBSER. % E\NDﬂ\ 23 \W \6 Fi I - .

| veloped and became more sophisticated inancial institutions often masquerade

. : . . . as investors in new concepts and ideas but
and softer, particularly during the post | seared to turning out professionals who | ambition™ That little boy with no ambition | invariably, when an approach is made, give

MMM_%Q ﬁw_u uwwm_.wmmammmwﬂ Mﬂﬁﬁﬂﬂmﬁ% would be the cream of society. is today one of Pretoria’s largest electrical | several reasons why they cannot invest in a

| schools, on the need for academic achieve- It was a society srw,mm lost sight of the contractors! M_MM_ M.wuwzmm %Mhﬁmw mwmw.mmwaﬁwﬁmmﬁﬁwwm
| ment- fact that it could not finction without car- |  Many South Africans are creative and in- [ — a polite way of telling the entrepreneur,

pentéfs, electricians, mechanics, -tool and

Pattern makers, and the like — people ventive but, sadly, give up the unequal | “don’t call us, we'll cail you”.

For decades free thinking entrepreneur- ! .
struggle with pet projects and.seek refuge

{ ial spirits have been frustrated by the fact | whose technical skills were a ied -

A rerequisite
i that the formal mnz.nm_;ws& system cmmm for a young, developing oc::.nu%. 9 M“. msw_mc MMWMM% owommwwcﬁﬂw mmmwﬁm. mﬂsﬁ.m
¢] never recognised nor -engineered a slot for . ) o tive 1d ) vn .wnm Hc. 1s, 01 1N0-
11 them. An incident in a Pretoria junior school Mm %mﬂ.p eas wﬁ _mn.wwmn ru::m in drawers
The only road to success, it 2 od dyring the 1950s proves the point. A teach- nd filing cabinets throughout the country
y ) ppeared, | ey asked the class what. they would like to which could — given the right environment

With a greater emphasis on the need to
develop and support the small bisiness sec-
tor — in all population sectors — there
could be hope for tomorrow’s entrepre-

| was ‘m‘w:n?maﬁw)mmmumm followed by a ‘se- | he when they grew up. Up went the hands { — be earning the country substantial sums neurs. e
cure’ job in the-corporte sector. The ethos | and “doctor” and “lawyer®(predominated in foreign exchange. . ..~ i’ I PaE I e s
. of South Africa’s.private colleges;—zcarbon <. ;0ng hatid'went up, and 4. voige said™elegtri: I T R Let's encolirage them; before the falént

vt ¥

wnmwm@m.”.mm the English public .mnwo.o systert sician”;- to, which the teacker repliad; “Now | : Another ﬁomwﬁ.im‘ factor has cmms mcww? i$ lost forever. Entrepreneurship is the way -
»— Was clearly based on elitism, Lm mw.mﬁmﬂ ‘ther&'s an'example of a young man Withno-. Africd’s patiah status around the world> u@ﬂsmﬁ for the %ﬁ.moﬁr,ﬁuﬁmm o7
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|:Jet Stores

' 'pgwer‘s‘ﬁahead
| As:PART of an ageres:
1'sive expansion aimed at
‘establishing. it as 2 ma-
jor retajling force, Jet 15
Fto opept'si_itﬁ.‘new genera-

tion"’stores inthe West-
ern Cape(122
. The firststore to mark

the rgtigx{n"fof‘ Jet to the
: ‘Iregioﬁt'will bg'«'opened at
';‘thp‘;w.estern Cape’s
new@s’t].régibnal gshop-
) pinig.,:g’:entre',j Somerset
| West Mall, next month.
.- Marketing" director,
Sandy Barnes, said the
store was’ one of six
planned for the Western
Cape ayithin the n 18
months.CT 27]18‘] ?
Négotiations lor 51 es
in downtown Cape Town
and:in‘somebf.the major

e

| tresiwere -l.}jlderway.

| suburban stiopping cen-

]
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PEPKOR/PEP/SHOPRITE

Fon 211zl

Kicking the inflation habit

Lower inflation and political turmoil are htl_gg:ng proE'és )

Pepkor muomnagement
is struggling with a
new economic truth
that’s now curbing
profits — SA’s dwin-
dling inflation rate.
Largely because costs
are rising faster than
product prices, the
trading margin has
been taking a battering.

Deterjorating prospects are indicated in
the share prices: Pepkor’s price has fallen by
23%, Pep Lid's by 33% from the peaks
reached in January/February. After being
among market leaders, both are now lagging
the JSE Industrial index (see graphic).

Changing economic conditions partly ex-
plain the weakness. But political instability,
'violence and turbulent industrial relations
have also taken a toll on this large consumer-
based group which derives much of its sales
from the black market.

Until recently, risk management has been
a concept more familiar to bankers or insur-
ance managers than to retailers. Now retail-
ing is fraught with risk. Financial results are
being affected by in-store theft, staff intimi-
dation, strikes, arson, hijacked delivery
vehicles and payroll robbery. Add the dim-
inution of consumers’ disposable income, ris-
ing insecurity, a lifestyle threatened by poli-
tical upheaval and low consumer confidence,
and retailing has become a vastly more com-
plex trade.

Pepkor vice-chairman Arnold Louw says
top management is continuously reviewing
three-year plans — though they believe these
political and economic conditions are not
endemic. Steps being taken to increase earn-
ings faster than the economic growth rate
fall within shori-term — two to three years

Pephor vs
Industrial index
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— plans and budgets. These are part of
unchanged long-term objectives.

Pep is still planning to expand into the
black townships. Growth of Pepreef, a spear-
head operation which until recently was
functioning well in the Transvaal, has been
severely impeded. Pep shops in Boipatong
and Katlehong, for example, trade when
they can; there is no intention to close them,
but “a lot of pain™ is being felt there. These
areas are among those earmarked for Pep
Stores expansion.

Inevitably, the unrest is affecting financial
results. It has permeated Pepkor through the
violence in black urban townships, through
boycotts and labour troubles. The five-week
strike at Shoprite/Checkers (Shoprite) in
May and June cost Shoprite and the unions
dearly.

Trading at Shoprite was good until April,
even slightly better than budget. Then came
the strike. Pepkor chairman Christo Wiese
says the real cause of the strike was different
from the popular perception. It was not
about wages; it arose out of an outdated
agreement between the company and the
union.

Wiese claims there were outdated clauses
in the agreement which made it almost im-
possible for management to manage. It pro-
vided that notice could be given for its termi-
nation and for a new one to be negotiated.
Shoprite MD Whitey Basson and his team
talked — unsuccessfully — to the union
about changing the agreement. The union
was given notice that it was to lapse.

Two days before the end of the notice
period, the union replied that it would not
negotiate a new agreement. Shoprite lapsed
the old one and the union called the strike.

While the strike affected Shoprite’s per-
formance, says Basson, the consumer boy-

Shoprite vs

Shoprite share price Industrial index
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cott, which happened at the same time, was
more costly, Pilferage was high; inexperi-
enced casual labour was used. Five weeks
passed before negotiations broke the strike,

Wiese contends the results were not all
negative. Pepkor’s union relationships have
emerged stronger, particularly on the wages
issue. A week after the strike, Shoprite satis-
factorily concluded wage negotiations,

A further indication of a healthy Pepkor-
union relationship is union acceptance of co-
responsibility in Pep Stores for shrinkage. In
the first such contract in SA, productivity-
linked bonuses have also been linked to
shrinkage and turnover, Union officials are
working with Pep to address productivity
and stock loss. Moreover, the union has ap-
parently accepted wage differentiation be-
tween urban and rural staff.

Wiese reckons there is greater acceptance
by the union that for a company like Pep,
conditions are different when the inflation
rate is falling. Moreover, he feels it is recog-
nised that Pepkor rescued Checkers from
near insolvency. “It {Checkers) was going
down at such a pace, 20000 people would
have lost their jobs if we hadn't taken it
over.”

Shoprite is also battling against a re-
launched and more price-aggressive OK.
Until the recent management changes, says
Basson, OK's prices were higher than Shop-
rite’s and Pick 'n Pay’s. Its margin was about
2% above the others; now, he says, OK has
dropped margin by at least 2%. “They will
end up worse off if they don’t get the addi-
tional turnover,” he says.

Basson, of course, wants to retain his own
customers and prevent OK from gaining
market share. Shoprite’s own margin will
suffer for as long as the price war lasts.

Couk: ~—p
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Losing steam
Pepkor and Shoprite
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Basson feels it won’t be for too
long. He contends that as Shop-
rite’s margin has always been
low, it will not be greatly affect-
ed.

Basson considers OK was
lucky that its re-launch coin-
cided with Shoprite’s strike and
boycott, as it could gain custom-
ers from Shoprite. He adds that
statistics show OK is only in-
creasing turnover by 5%-7%.

Basson hardly considers Pick
'n Pay to be competition, as it
operates predominantly in the
A/B income market — unlike
Shaprite. The latter’s attraction is its low
margin; Pick ’n Pay retains its loyal follow-
ing on gross margins, which are rising, Bas-
son puts gross margin in the supermarket
industry at 15%-18%, with Shoprite at the
low end.

All this has taken its toll on Shoprite’s
profitability. Last year, it made R15m pre-
tax for the first half; this year it may be less.
“The first half does not look good. As I sit
here, I'm worried,” says Basson. He points
out that growth in food sales has slowed, and
volumes have contracted by 5%-8% since the
beginning of the year,

Aside from the strike and boycott, he is
pleased with Shoprite’s internal progress.
Efficiencies, productivity and stock turnover
are improving, leases are “coming right” and
overheads could be pared further.

While there is scope for guarded opti-
mism, prospects for Pepkor’s short-term
carnings growth are not good. “We've
always felt that when the economy deterio-
rates, we could capture business from con-
sumers trading down. That is not helping us
enough now,” Louw says. “It’s the first time
in my career with Pep that I have seen Pep
under sales pressure.”

Especially on the clothing side, the rate of
increase in the group’s year-on-year buying
prices has recently been considerably lower
than the official PPI rate,

Louw puts this at about 6% for 1992 and
2%-3% for 1993. Sales prices are linked to
production price increases, Normaily, he
says, lower prices would bring extra volume,
but that isn’t happening. Yet other costs
such as labour, rent, electricity and transport
continue 1o rise at the CPI rate of 10%-12%.
This is placing extreme pressure

Fun
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rest and violence, and those un-
affected. This includes detailed
analysis to meet customers’
needs. Haughton says this pro-
gramme will involve substantial
costs, time and effort as well as
additional information systems.
If successful, he says, it could
improve productivity 20%-40%.

Houghton says Pep Manu-
facturing, with 10 large produc-
tion plants, is under pressure
from several directions. For the
first time, its results are likely to
drag down group profit. Turn-
over is being hampered because
the blanket market has collapsed, and, be-
cause of competition, prices can rarely be
increased.

Pep Manufacturing has for many years
worked at full capacity. Turnover growth has
depended on price increases, and profitabili-
ty on efficiencies. With prices
up 2%, and with costs rising, the
margin is squeezed. Earnings
will be down this year.

Running the 40-store opera-
tion in Scotland has emphasised
the need for change in the Pep
chain. Systems more sensitive
to the customer needs have been
installed, giving a more useful
information flow. Though still
losing money, the Scottish
operation is showing signs of a
profitable future, says
Haughton. They are moving
“staggering” volumes of basic
items like T-shirts, underwear
and socks.

“It could do much better than we ever
hoped for,” says Haughton. “We’re realising
how much of a learning process we're in.”
The greater volumes require a change in
distribution cycles to much shorter ones.
This calls for different distribution methods
and purchasing cycles,

It’s hoped the Scottish outlets will break
even this year but, with the UK economy still
weak, this is improbable. The chain is gain-
ing market share, and this year turnover is
expected to exceed R50m.

Until the UK operation has reached po-
tential, the group is unlikely to venture else-
where in the world. Wiese believes about 200
stores could be opened in the

on profitability of Pep Lid (the
listed company that includes
the Pep Stores chain).

Pep Ltd MD Tony Haughton
says the chain’s expenses have
been tightly managed and there
is little room for further trim-
ming. Labour demands are not
easily moderated by such argu-
ments.

To retain and improve focus
during the unrest, Haughton
has sectionalised the group into
stores affected by strikes and
boycotts, those affected by un-

I!uuglon

UK. However, Pepkor may look
at manufacturing in another
country. Much will depend on
Gatt and the future duty struc-
ture in SA. Management has
been looking for manufacturing
apportunities in areas like
Mozambique, Botswana and
even in the East,

High-income retailer Stutta-
fords is trading better now than
a year ago, says Carel Stassen,
the Pepkor director whose re-
sponsibilities cover unlisted
Stuttafords, Ackermans and

)
listed companics Smart Centre and Cash-
build.

Stuttafords’ takeover of the three Garlicks
stores last year was important. As with
Greatermans stores, all three Garlicks sites
were converted to Stuttafords. There is now
marketing and merchandise uniformity, and
new house brands are being accepted by the
stores’ A/B income group customers. But
Stassen believes growth prospects are limited
because Stuttafords’ market niche is not
large enough to support much expansion.

For Smart Centre, like many clothing re-
tailers which market most of their merchan-
dise to blacks, trading is difficult. It has been
forced to reduce margin and, though sales
are greater than a year ago, bad debts have
increased and profits are suffering.

The 130-store Ackermans chain has been
successfully upgraded. Sales per customer
are much higher than'a year ago, but

sales/m?* are still below budget. Even after
large capital spending, the
chain is battling to make pro-
fits. But once the spending pro-
gramme is over, says Pepkor
financial director Cornus
Moore, immediate rewards are
expected.

Cashbuild, the DIY chain,
went through an extremely dif-
ficult period last year. Stassen
says the chain has increased
both turnover and margin.
Though budget is within reach
if trade improves, it has not yet
) been attained.
£ Overall, Wiese says Pepkor's
second six months will be better
than the first, and better than
the second half of last year. “We are stock-
ing up in anticipation of a good second six
months,” he says. “lt's a decision taken
mostly on faith that things cannot get worse,
We have to have the goods in store and hope
the customer has the money to spend.”

In the best position

Wiese remains optimistic. He believes dis-
ruptions may last for another year or so, but
it has not caused Pepkor to deviate from
long-term plans.

Wiese feels similar perceptions are being
expressed by JSE investors who, he says, are
looking over the hump,

*“We take the brunt of the turmoil because
we arein the areas worst affected. But we are
also in the best position to take advantage
when things impreve. The direction of our
businesses remains right.”

However, the price weakness shows that
the JSE is less sanguine about group pros-
pects. Management is evidently struggling to
produce 1994 group earnings as good as last
year’s,

With lquidity high — Pepkor still holds
more than R300m cash -— the annual divi-
dend should be maintained. But, even after
the price falls, the share is still not cheap at
the 2% dividend yield and 18,3 carnings

multiple. Gerald Hirshon
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signs R2,8-m-
school project

Business Staff @—) ARG ?-'l" @\%

BASIL Read Buildings Cape has been awarded a
R2,8 million contract ifor the construction of a pri-
mary school in Khayelitsha.

The contract, which was awarded by the Depart—

‘ment of Education and Training, consists of six

single storey classroom blocks, one single storey
administration block, and four smgle storey ablu-
tion blocks plus parking areas.

The contract is adjacent to the R%,9 million
Good Hope College of Education that is presently
under construction by Basil Read Buildings..”

Basil Read Buildings director Keith Miller said;
“At present we are enjoying a good relationship
with the local community and utilising local la-
bour where required, an essentlal aspect when
working in township areas.”

Construction will start at the beginning of Sep-
tember 1993 and is expected to be completed 9
months\thereafter

Meanwhile, despite heavy rains in the Cape dur-
ing July, Group Five Building-R H Morris has
made good progress on its R12,5 million contract
for the construction of the new Western Province
Cricket Club Members’' Pavilion at Newlands.

MD Frank Wright says that while much time
has been lost as a result of an exceptionally wet
winter thus far, as well as numerous stayaways,
all efforts are bemg made to minimise the‘inevita-
ble efféct on the original completion date.

The new pavilion is being built in the style of the -
original building, and will complement the charac-
ter of this great cricket venue.

The salient feature of the pavilion is that it will
be the new WPCC clubhouse, housing various ame-
nities and facilities used by its members on a year-
round basis. Only on match days will its function
as an additional grandstand take precedence.

The, pavilion consists of a lower ground level
parkmg area and four upper floors, with seating
for"a total of 2500 spectators. The 'first floor, or
club level, will include a receptton area and- of-
fices, and ‘will have seating for 1200 spectators.

The contract is a complicated one, requiring the -

-highest standard of workmanship throughout

and the programme is extremely tight, requiring
completion in time for international matches"
scheduled for Newlands in early 1954, ‘
The pavilion was designed by Tony Hockly of
KMH Architects. The main problem, he says, was

‘to.ereate a club atmosphere for the ‘members, in-

corporatmg all the facilities they look for, while at

thé'same time catering adequately for, the needs of
‘42 500, spectators who will use it in on blg match
' days i 4 - qg .& f'i,". -
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— COMPANIES

MURRAY & ROBERTS lifted earn-
ings by nearly 10% in the year to eiid-
June,, agaifist+ a backgrmmd of 13
succeSsive quarters of declining real
fixed investment.

Turnover of the group's construc-
tion, engmeermg, suppliers and ser-

sions climbed 16% to R6,78bn
(R5,84bn). Operating profit was up to
R791m (R720m).

Earnings a share climbed 9% to
531c (485¢) and dividends for the year
climbed. to. 200c (180c) after a final
dwldend ofl44c (127¢) was declared.

'normal’rmcrease ip turnover in the
| engineering division..
Pre-tax mcome was lower at

ric: IEEEMEaTo&fsEﬁw. MaRp® . -o-=

80 91”
* Restatad for convarslqn of debentures

M&R engmeermg
POWETS: turrgg oout

EDWARD WEST

R452m (R466m) as a result of hlgher
interest and depreciation, but a
* halved tax bill of R01m (R185m) —
" due to reduced corporate tax and re-
lease of a portion of deferred tax —

! V.ICES, materlals and propertles d“uj ] bOOSted taxed mncome 28% to R361m

- (R281m).
A, 15% increase in the average

. number of shares in issue to 62,8m

{54,7m) diluted earnings a share after
attributable profit climbed by just

more. thah a,quarter_ to R333m
(R2g5m), @2

CE fDave ‘Brink mainly attributed~~---1he group realigned itsfocus to the
mcreased turnover o a higher than .-

_fixed investment sector over the past
“two years with the acquisition of Blue :
Circie, Darling & Hodgson, Fedstone,
Umtrans and Standard Engineering.

Brink said the fixed investment
seci;or was hardest hit by the reces-
slon, Gross domestic fixed invest-
ment (GDFI) had fallen to 159% of
GDP in 1992 from 27,9% in 1982 to a
all time low of 15% of GDP in 1993, In
the financial year to end-June total
real GDP was cnly equal to 60% of
1982’s R33bn.

Employment fell by 3 979 to 47 608
compared with June 1992,

The engmeenng division’s contri-
. bution to earnings beforeifiterest in
the year climbed 37% to R204m,
while construction and property’s
contribution te earnings rose 8% to
R43m and R46m respectively.
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M&R has surpassed

market expectations

with a nine percent
increase in earnings
per share in spite of
low fixed -
investment.

B BY STEPHEN CRANSTON
A further deterioration in

gross domestic fixed invest-

ment (GDFI} led to a three
percent decline in pre-tax in-
come for Murray & Roberts to
R452 million in the year to
June. 22

But the reduction in the
company tax raie to 40 per-
cent and a R36 million credit
from. the reduction of the de-
ferred tax provision enabled
it to report a nine percent in-
crease in earnings per share
to Bdle.

This is a great improve-
meni on the firsi-half perfor-
mance — before the fax rate
changes were announced —
in which EPS fell 13 percent
to 177¢c.

The final dividend is up 13

.percent to 144c to make a

total of 200 — 11 percent up
on last year. .
Commercial direector
Jeremy Ractliffe says the fall
in pre-tax income is not sur-

prising as GDFI has fallen to
15 percent of gross domestic
produet (GDP), and in real
terms is at 60 percent of 1952
levels. . '
“GDFI in the Asian tigers
runs at 33 percent of GDP,
and if the normative economic
mode! is introduced and GDF1
is increased to 23 percent,
then our profitability would
improve dramatically,” he
says.

'Ractliffe says the improve-
ment in the quality of earn-
ings from recent acquisitions
such as cement producer Blue
Circle, Firestone, Unitrans
and Standard Engineering is
shown by the rise in operat-
ing cash flow from R375 mil-
lion to R420 million.’

There was a significant

M&R manages

to hold the line

2012192

change in the divisional con-
tributions to operating profit.
The original core business,
construction, saw its share
fall from 17 percent to eight
percent.

It was overtaken by proper-
ty, which increased share
from five percent to eight per-
cent, but made R3 million
more profit than construction.

The largest contributor was
engineering, with 37 percent
of the total — up from 30 per-
cent in the previous year.

This reflects the inclusion
of Standard Engineering and
Firestone for the full year.

Disappointing

Materials, predominantly
Blue Circle, increased contri-
bution from 20 percent to 25
vercent, despite a disappoint-
ing performance from Ready
Mixed Materials.

Suppliers and Services saw
its contribution fall from 28
percent to 22 percent.

The group continued to
drive for increased productivi-
ty, with the staff complement
reduced by almost 4000 to
R47 600.

Ractliffe says the strong
balance sheet has been main-
tained.

Although borrowings were
up 40 percent to R923 million,
reflecting capital expenditure
of R475 million, gearing in-
creased from a low 15 percent
to g still healthy 26 percent.
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JOHANNESBURG. — For the first time
quality merchandise direct from China

first Chinese_chain store opens in Johann
thé end_of the month,

hibitfon at the same venue.

goods, clothing and other products.

.1 Wall’ Group’s Herbei department, says
- will give dealers the chance to meet loea
ers and-to determine their needs.

The Great Wall Group, based in Bed

cial trade office-in South Africa,

continent.. e
tories to South Africa once political and
stability has been restored. oo

ese chain

Africa, shoppers have the chance to buy cheap,

Called the China Merchandise Centre {CMC) and.
situated-at the Flora Centre, Roodepoort, the shop
will open simultaneously with the China Trade BEx- .

.On sale will be traditional hand-made carpeté’,””
Sino-Persian rugs, art works, porcelain, hounsehold: | .

An Chun Hui, general manager of the Great

“The intention is to open one CMC every five:
months in the greater Johannesburg area Pefore®
meving on to. other areas of the country,” says An. ,

was set up by.China’s central government to pro-
mote bilateral trade and acts as Beijing’s unofficy

. An says China-chose South Afriea as an idealflc')‘:-f;f ‘
cation for introducing Chinese products to the rest’.
of Africa after a tour of eight countr;ieg,on Ehe‘;*.

* - Chingj he says, intends moving -some of its fac-
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The SBDC has come in for

"2 criticism recently for its
methods. Here, SBDC executive
Dawie Crous explains what the
corporation is really about

HE Small Business Development Cor-
poration’s unique structure and its
.. track record has attracted interest
from all corners of the globe, in partic-
ular from Africa.

@®Over the past 12 years the SBDC paid out
loans in excess of R1 600-million. The majority
of the entrepreneurs who benefited are black
South Africans.

@The SBDC mentorship programme utilises
286 retired business consultants who are not
only available to SBDC clients, but to the whole
small and medium enterprise (SME) seclor.
During its first year of operation 954 clients
were assisted by the programme. The number
of people assisted grew to 43 000 at a cost of
nearly R2-million during 1991/92. This figure
has more than doubled during the current year
with 93 789 people having been assisted al a
cost of R3,2-million.

@The SBDC's clients have created and main-
tained more than 340 000 jobs at a historical
cost of RS 000 per job opportunily. Of these
jobs. it is estimated that 80 percent were occu-
pied by black persons,

@®The SBDC is the largest developer of busi-

ness infrastructure in neglected areas. To date

the SBDC has made available over 900 000

square metres of business property under roof |

at a cost of R280-million.,

These industrial hives house 5 000 entrepre-
neurs who have in turn employed approxi-
mately 15 000 people. Today the SBDC is the
largest developer of business infrastructure in
urban black areas.

@More than 1,6-million people have heen
assisted with information and advice since
1984 and SBDC currently handles approxt-
mately 1 300 inquiries each working day
through 60 branches situated throughout
South Africa.

®The SME Training Institute was initiated to
give new impetus to the SBDC's business train-
ing programmes, More than 6 000 people have
already attended our formal training courses.

©®The SBDC played a leading role in the
remeval of legislative barriers that unnecessar-
ily restricted SME activity throughout South
Africa; -

@It has initiated varlous projects to stimulate
an entrepireneurial culture in South Africa. The
BE-IN television campaign and the Small Busi-
ness Week'4i€ examples of these initiatives.
This yehr Small' Business Week will*host more
than 420 events nationwide, involving approx-
imately 100 business organisations,

This performance is the result of the SBDC's

SBDC is adapting to a changin
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Hive of activity ... The SBDC runs many irdustrial properties which house entrepreneurs

A meéting to patch up the differences

Waeekly Mail Reporter

THE Small Business Development Corpora-
tion (SBDC) and the National African Federat-
ed Chambers of Commerce (Nafcoc) this weels
met to thrash ont their differences,

The two otganisations have been involved
in a public slanging match since Nafcoc presi-
dent Archie Nkonyeni called for an overhaul
of the body two weeks ago.

At Wednesday's meeting they discussed the
black involvement in the SBDC's equity; black

philosophy of sustainable development. The
effect is that the SBDC, with a total cash inflow
of R884-million, from both the private and pub-
lic sectors, granted loans to twice that amount
as well as providing other development services

Ry

representation on the regional boards; an
Africanisation of the top position of the SBDC
and the hody's effectiveness in the develop-
ment of black business.

Also discussed was the impact of Nafcoe's 3-
4-5-6 demands on the SBDC. The demands
calt for listed companies to have 30 percent of
their equity in the hands of blacks, 40 percent
of board members to be black, 50 percent of
outside purchases to be from hlack companies
and 60 percent of management personnel to
be blaciz.

to the small business community. In additton,
the SEDC-Has paid R150-million in taxes and
has built up an asset base of close to R1 -billion.

The SBDC praclises sustainable develop-
ment through the principles of economic merit.

4
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Each application is assessed according to its
viability, practicality and proiii potential cou-
pled with reasonable community expectations
and needs. These funds are recovered and
readvanced to other deserving applicants,

By carefully assessing risk, the SBDC 1s able
to maintain its capital base and fulfil the mis-
ston of harnessing the power of entrepreneur-
ship in the SME sector.

This is practised in four key areas, namely
the provision of finance 1o SMEs, affordable
business premises, advice and training, and
the promotion of entrepreneurship in all South
African communities.

The SBDC is a non-racial, apolitical organi-
sation and bases financing decisions on viabil-
ity and development potential.

Its structure of equal shareholding between
the private sector and state with private sector
control is unique and is probably one of the
most imporiant attributes to the SBDC's suc-
cess.

The strength of this unique formula ts that a
state function is managed by the privale sector.

This ensures proper allocation and manage-
ment of scarce resources, accountability and
transparency to the shareholders and public at
large.

It is this very structure that prevents nepo-
tism and corruption that is so characteristic of
stale-run institutions elsewhere in the world.

As a dynamic organisation, largely due to the

1 Pprivate sector input, the SBDC has consistent-

Iy adapted to a changing environment. The
SBDC is not a rigid organisation and actively
Invites both local and inlernational input.

In line with other public and private sector
corporations, the SBDC has initiated a major

[ planning and restructuring initiative. It is

focused on the full specirum of needs of the
South African small entetprise community. It
will look at how the SBDC's limited resources
can best meet those needs not adequately
addressed by the more conventional institu-
tons.

Managing director Ben Vosloo has indicated
that the rapid and broad-based expansion of
the SBDC's well-established micro-enterprise
support prograrmine, is one of the corner stones
in the SBDC's restructuring process.

The SBDC recently announced that a
restructuring committee was being estab-
lished.

The committee is to consider practical steps
lowards the incorporation of a broader spec-
trum of business leaders in SBDC's planning
and policy-making processes.

In conclusion, the SBDC is optimistic about
the future of the small and medium-sized busi-
ness sector in South Africa and looks forward
to hearing from those who wish to play a posi-
tive and constructive role in this sector.

Dawie Crous is assistant general manager: develop-
ment promotion, at the SEDC




| Cape business chambers to merge®"

By ARI JACOBSON

THE Cape Chamber of Commerce,
Cape Chamber of Industries (CCI),
the Afrikaanse Handelsinstituut
and representatives of black busi-
nesses will hopefully be united into
one body by 1994, the deputy direc-
tor of the CCI, Colin Boyes, said
yesterday.

Speaking at an Institute of Credit
Management luncheon he pointed

out that “a united chamber on a
regional basis makes sense” and
added that an invitation had been
extended to all organisations to
join forces. -

“We want to gunard against the
perception that this new formation
is exclusively for white business
interests.”

Boyes said that both commerce
and industry would be better
served by having one large and fo-

- ——

m:_mmn chamber “under one umbrel-
a’ i
He said that the target date for
the merger was June 1994, .
“We feel that a regional/federal
political structure will emerge with
a devolution of power possibly ex-
tending to certain taxes and fiscal
intiatives on a local level.”
Commenting on the recent round
of the General Agreement of Tariffs
and Trade (GATT) talks in Uruguay,

Boyes pointed out that the CCI sup-
ported the government’s initiative
to lower import tariffs to restruc-
ture the country’s industrial base.

But it also supported its assis-
tance “with supply side measures
in local industry to improve com-
petitiveness”.

“Specifically we welcome the
sentiments that unfair trade prac-
tices will be combated by effective

%m

anti-dumping as well as n e intro-
duction of effective provisions to
safeguard and monitor dislocating
surges in imports.”

Boyes warned that the country's
export competitiveness would be
impeded unless issues such as the
high local corporate taxes, the 5%
import surcharge on capital goods
and low productivity levels brought
on by poor education, were tackled.

A
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Police arrest:. .

‘60 000'in July
5t m ';.}',“y
wrMove- than 60000 people, in-
dluding 27 000 with previous
convictions, were arrested last
~iijonth; police said yesterday.

" The Child Protection Unit ar-
rested 421 people — 164 for
rape, 75 for indecent assault and
66 for assanlt, >

;;And the Diariond and Gold
Unit arrestéd. 228 people last
month. é} ‘

" Diamonds; Zol a,LnlaotIier pre-
cious metals :valued at
R2 753 223}?9;6 also seized.

B Three tobbers held up jewel-
lery store owner ED Gouws,in

Jorissen §treet, Braamfontein,
on Monday-before. fleeing with
»_.‘cashv@ng_;‘jé,_\.gql}vggyé;valued at
R150?095P° %:%%ﬁ;? TN
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Skills workshopsS

for small business

By MAGGIE ROWLEY
Deputy Business Editor

A SERIES of workshops aimed at de-
veloping business skills for gmall, es-
tablished entrepreneurs and manag-
ers is being launched in the Western
Cape. .

The workshops are to be run by
Business Skills for Southern Africa
(BSSA), a non-profitmaking founda-
tion formed by Coopers & Lyrand in
partnership with the National Indus-
trial Chamber. '

BSSA acquired the rights to a tried
and tested British programme which
has been run successfully in Britain
since the early 1980s and has adapted
it to suit South African conditions.

The six core modules cover practi-
cal marketing, personal selling skills,
customer care, debt recovery and cash
control, increasing profit through cor-
rect price and effective management.

To date about 600 entrepeneurs and
managers have heen trained on 20
similar courses in Natal and the
Transvaal by BSSA which is now
launching the first course in the West-
ern Cape region.

Coopers Lybrand partner Mario Ro-
singana said the courses were de-
signed for people with up and going
businesses who had felt “the pain of
being turned down for loan finance or
experienced bad debt, problems of
cash flows, difficulting in marketing
products and so forth”,
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,:Sprmgs boycott:
o ' o,
An agreement has been tabhsh 2 1oca1 government

k ‘w
hed between the Springs forum. The ¢ council agreed 10

03 *Council, the Mass Dent- re-engage worker's sacked, at
ratxc Movement (MDM) - * the beginning o of June.’
comprising. the KwaThema The couneil gaid it would
Civie Organisatmn, the ANC, T€ -employ only 350 workers
and would thus need to em-

the Unemployed Workers' barkong retrenchment exer-

Congress — and the local cise. The council and: the

Chambe of .Commerce and MDM 2 ced that if ithere
Were a need for retrenchment,

mdustry to end the

boydptt in the town. %&; fiigiterms would be negotial ted
A’ couneil spokes Ty witp the union involved. —
the parties had agreed to es- ‘Eadl Rand Bureau@.
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2CAPE TOWN — Furniture and sports
-fiigoods retailer Morkels suffered an
‘after-tax loss in the quarter to end-
«iflitne and was considering scaling
down operations as part of a contin.
- gency plan, MD Carl Jansen said at
4 the, weekend, p

"™ He cautioned that the group might
* not’be able to produce a positive re-
~8Ult’ in the year to end-March and
erifriight have {0 implement contingen-
cy plans to ensure its survival. It was
becoming increasingly difficult to
=e-maintain full employment.

wner,..41€ Said escalating crime and in-
v, creasing unemployment could erode
¢ -edhsumer confidence. Also, the runup
% to the elections could generate great-
! er“instability and have an adverse
; impact on the group’s peak Christ-
«..mas trading period.

= .

“Morkels batges fo

LINDA ENSOR

Quarterly sales rose 85% to
R70,2m, marking an arrest in Mor-
kels’ declining market share. But,
Jansen noted, these gains did not fil-
ter down to the bottom line because
of the pressure on margins and costs,

“Earnings are depressed by reduc-
tions in margins to preserve market
share but the 29% decrease in operat-
ing profit for the quarter has been
more than offset by a 35% reduction
in the interest bill, the result of both
lower interest rates and better work-
ing capital management.”

Operating profit fell to R2,6m
(R3,7m) and an after-tax loss of
R230 000 (loss of R462 000) was suf-
fered. Interest-bearing debt to share-
holders’ funds had fallen year on year
to 119% (155%) over the quarter,
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Eomﬁwﬁw gm mnuEEum and retail -

R230000 for the guarter to June
.brought on by “the punishing costs
of social upheaval” and warned that -
this could mean-further cuts to em-,
ployment levels, according to MD
Carl Jansen.

The drop occurred even' though
sales were up 8,8% to R70,2m
(R64,6m) and costs had been brought
under control.

~The group comprises Morkels fur-
EHE.P Totalsports:- and Em P_m%
sport wholesaler. *

R2,6m (R3,7m) which had been'offset
mcEms.H..mn by lowering the interest
bill by R1,6m o R3m.

Lo s bomiaer i e

"Broup, suffered an.after tax loss of

Operating profits &.o@vmn 29% no:_

Suid TS e B,

Eo_._nm_m is ‘oam of the few com-
panies to report quarterly and Jan-
sen mentions that these results
“served as a barometer of how good .

Embmmmamu» effort was being laid to ©
- -waste by horrific levels of violence”, ,

““It js eéssential that there is a re-

turn to political stability and that
mnEer.EE is restored to markets
in which the group functions.”

obs -on- the
‘Z—S.Wm_m a__wm into loss

_.u., o —

FEF
£ k.

: aﬁmﬂ

Jansen pointed out that all areas
where the group focused was under
scrutiny to “identify growth areas
but this still may not be enough to
amwﬁww a positive result”.

scaling down of certain obmumﬁo:m
“to ensure survival”.

|
|

—————

" 'Hé'said that because of 95 sitiia- .
tion “contingency plans”’ may be im-
plemented which could- include the*.

S | ansen mnnoﬁgmﬁ Emu?ﬁmm@_ﬁ-
"it to what can be achieyed-through
cost controls without ,demnEm the
Morkels infrastructure” mba he said
it was. cmooEEm increasingly diffi-
culi :8 EEEBE m_E 0538563:

He mma that :Hm consumer “did not
have the money to spend” .or “did
not have the confidence fo’ spend
what he had on durables or semi-
durable goods”.

“Moreover consumers were reluc-

_tant to aoEEn ﬁsmgmm?mm to new

debt.”..
R

I wummumﬁmgmn _Emn the external
factors'that had devastated the con-
sumer martket were in the hands of

-political players: “It is up to them to

stop SA- m:_ov_sm »
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SEVERAL foreign aid agencies are consider-
ing providing between R50-million and R160-
mil]fon for training 1000 black builders and
building 4 000 houses in Sonth Africa.

executive director Ian Robinson — a member
of the National Housing Forum (NHF) — says
much work has to be done in the next six
weeks before the Bifsa:prop roject re-
ceives the go-ahead. :

cies and indications are strong that the money
- will be made available,” k
If the project gets the go-&head, about Ré-
train 1 000 pe

million will be used to
will build 4 000 houses. ST
The rest of the money will ] a3 collat-
eral for the private sectorto provide hond
finance for the houses, .
“The cornmercial banks have shown an in-

Ald pla§l+@£ Jobs,
Building Indusiries Federation of SA. (Hifsa)

“Bifsa hag held discussions with 15 aid agen- -

houses
) 22iRlaz
. By TERRY BETTY .

e ————

terest. However, as far as possible we would

-like to channe] the loans through community

banks because theiv, are structured to lend to
the lower-income black community.”

Mr Robinson will not say where the houses
will be built: “We would hate to raise hopes
until the matter has been made final”

A condition of the ajd money is that at least
50 businesses capable of operating in their own
right must be set up in the housing area.

“So in addition to providing building skills,
certain people will be selected for further
training in how to run a business, fuch as
building supplier or contractor. 1 .H -

“Basically, the aid agencies are happy to

' give the money if it means people be

trained and then employed.”
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AMERICAN firms have been
shocked to discover that their
logos and irademarks are
registered in Soutk Africa.

beer made by trademark pi-
rates who plan te hold Ameri-
can companjes to ransom —
legally because of what some
lawyers._call_SA's archaic
laws. .
* Attdrney Michael Judin, a
ner af Goldman, Judin &
erner, says the pirates hope
to prevent US companies
from operating here unless
they pay a fee or enter a li-
censing agreement. i
The loophole has also been
used by Edgars and
Truworths, who have beaten
off court challenges but are
not among those who wish to
hold Americans to ransom.

Edgars successfully de-
fended itself in an action
brought by US women’s
underwear maker Victoria's
Secret. It applied to register

. The registrations have .

SA loopholg Jets in

LLA EFRAT

hoor & Fish

pooT isher partner
Owen Dean says the case will
now go to the Appeal Court in
Bloemfontein.

Other disputes involving
Edgars will also come before
the Registrar of Trademarks.

A case brought b{ UJS casu-
al wear maker Outback Red
against Truworths last year
‘was settled. The US manufac-
turer surrendered the SA
market in return for other

- benefits. <o

Among Americans who
found their trademarks and
logos registered in SA by

' others were eight Major
League baseball teams and
World of Curls, which makes
hair-care products for blacks.

QOther US firms involved
wish to remain anonymous,

- says Reggie Cook, president

i ._l
,

trademark pirates

and chief executive officer of
California-hased Cook Inter-
rational which facilitates in-
vestment in SA.

The attempted registration
by a Durban manufacturer of
DKNY jeans is being contest-
ed by US fashion designer
Domna Karan New York.

Mr Cook believes many
more US companies face
similar problems. He expects
their numbers to grow rapid-
ly after sanctions end.

He is aiding “angry” com-
panies, with the help of the US
Commerce Department, to
urge the SA Government to
change the law.

A class action law suit
against the SA government,
which demands an immediate
release for US companies, is
also being considered. Mr
Cook says class actions may
be taken because individuals
are protected by SA law.

Mr Judin says SA trade-
mark law is based on an out-
dated “territorial” concept.

Gold’s stumbledims sﬁi‘:b&_é)pegqfﬁéfor a rate cut.

HOPES for an imminent Bank Rate
cut stalled this week as gold dropped
¢22 and South Africa’s gold and
foreign exchange reserves weakened
further.

But Reserve Bank governcr Chris
Stals cantioned against reading too
much into the R157-million fall in
reserves to R7,36-billion in July.

He said figures were affected by
large repayments of public sector
loans in the first week of the month.
They had since stabilised and were
now “encouraging’”.

He said the volatile gold price
made any forecasts of what would
happen in August difficult. .

E‘ollowing Thursday’s dramatic

Business Times Reporters

fall, the gold price was fixed in Lon-
don at $379,40 on Friday and was
trading lower as New York opened.
Gold shares lost ground in hectic
trade with the All Gold Index closing
the week at 1814 — 14% lower, .
Gold’s unpleasant drop was a sharp
reminder that the recent $70 b
is not 1980 all over again
The near $30 drop to foz
was no surprise to analysts canvassed
a week ago when it bréached $400/0z.
The warning was plain: all the buyers
belong to the same club, drive the
same computer model, and receive

5

and react to the same signals at the

same time. .l ;

Active in the gold market in recent
menths are American managed-fund
Investors. They do not regard gold as
a store of value or a safe haven in
times of currency turmoil, but rather
asameanstomakeaqulckbuck.

When their computerised models
flashed a sell signal on Thursday,
they all wanted to get out of gold at
the same time. But thers were né
buyers, and market makers were
obliged to mark down the price again
and again. “They all wanted to go
home in the same taxi, but they

_couldn't all fit,” says one dealer.

Buyers of physical gold, such as

jewellers and specalators, tradition-
ally stand aside in a falling market
¥nowing they need only wait to buy it

< more cheaply.

* Reports from Europe, where the
price 'drop $6 to $398 on Thursday

’ morning ahead of New York's plunge,
were that George Soros was a seller
of 50 000 oz-1ots of gold, always asking
a little more than the last trade. One
of the high-profile pair behind goid's

- resurgence from below $330/0z, Mr

Soros is thought to have sold 200 000
0z last week.

Gold'’s fall might be seen as a bless-
ing in disguise for SA's mining houses
struggling to negotiate wage settle-
ments with miners.
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gainst crime

PHOTOGRAPH: PETER MCKENZIE

Holy war in the suburbs

usually evokes images of the

hordes of the godly, in flowing
robes, atop snow-white chargers and
brandishing scimitars, sweeping
down on the infidels. In Mayfair,
Johannesburyg, it has come o mean
something rather différent.

“We don't ride on horseback,” says
Soraya Hassim, who has arranged
the Women's Jihad Movement.

For Johannesburg Muslims, the
jihad concept has become a means of
organising their community with
self-defence classes, firearm lessons
and neighbourhood-watch netwerks.

It is a response not to the threat of
a foreign conqueror — their jihad
classes seem to have little political
content — but to a crime wave which
is reaping a grim harvest of murder,
rape and robbery. A mincrity in the
fihad programmes espouse the pro-
tection of Islam as their cause.

“Our biggest response has been
from the Muslim community because
of the use of the word jihad,” says one
of the organisefs of the movement.
“We are not going to be thugs, but are
out to find the good in society and to
challenge the bad.”

For him, a modern interpretation
of jihad stresses physical and spiritu-

IN Western minds, the word jihad

(P

Jihad movements art
gaining popularity in
South Africa, reports
Ferial Haffajee.

But the enemy is not
the infidel — it is
neighbourhood crime

al fithess, as well as charity and good
works. “We have become sitting tar-

‘gets becanuse there are a lack of

norms and values in our society.”

The self-defence and firearm
Instruction is accompanied by theo-
ry classes on jihad and are popular
with men and women, although all
classes are held separately in accor-
dance with sharia (Islamic law).

Hassim says jihad represents for
women the ability to “fight for your-
self and protect your family”.

She says women from as far afield
as Azaadville on the West Rand and
Lenasia in the south of Johannes-
burg attend the three classes she
organises every week. Already the
classes, which began only a few
weeks ago, have about 80 members.

Although the classes emphasise
Istam, Hassim says that everybody is

welcomed and that there has been
strong support from Hindu women.

But the self-defence programme
emphasises Islamic tenets. “Nodrugs
or aleohol allowed in the building,”
states the pamphlet, and women are
requested not to wear ski pants,
shorts or tank tops.

The women arrive in saris, scarves
and jjaar {pants wern under a skirt)
and then change info their loose-fit-
ting gym clothes, though many keep
their scarves on. When they are
physically fit, they progress to
firearm instruction.

The men, who attend classes in the
centre of Johannesburg, tend to have
a more gung-ho attitude than the
women. Many of them are staunch
Muslims who wear their kufias (skull
caps) while training,

“dihad is not just about going to
war. (But) there is a worldwide threat
to Islam. Look at Iran and Sudan.
South Africa could be next,” said one.

These “soldiers” have a long way to
go: many still show pot bellies.

Similar jihad movements are start-
ing around the country, says Na'eem
Jeenah, the editor of the Al-Qalam.
“The crime rate has gone up, and the
organisers are using jihad as an
attraction.”



cLicks Fum  20]gla3
Encouraging record

Activities: Retails toiletries, cosmetigs, gifts
and music. %CD

Control: Score Clicks 50%:

Chairman: G M Utian; CE: T C Honneysett.
Capital structure: 22,6m ords. Market capital-
isation: R723m.

Share market; Price: 3 200c. Yields: 1,4% on
dividend: 4,3% on earnings; p:e ratio, 23,2;
cover, 3,0. 12-month high, 3400¢c; low,
2 300c. Trading volume last quarter, 178 000

shares.
Year to April 30 9 N

*92 93

ST debt {RM} .ovvee — — — 3.3
LT debt (Bm} ......... — — — 1.2
Debtiequity ratio ..... — —_ — 003
Shareholders' interest 0,41 041 0,49 0,46
Int & leasifig cover . 1307 63 11.2 77
Retlen on cap'i%) .. 234 212 17,0+ 168
Turnover (Rm) ........ 426 552 837 950
Pt;e»-lnt profit (Rm} ... 32,7 414 529 55,1
., Pre-int margin {%} .. 7.7 7.5 6,3 5,8

Earnings {€) ..oveeeeins 81,8 102,3108,1¢ 137.9
Dividends {c) «.oooviees 34 43 41t 48
Tangible NAV (¢} ... 283 330 578 660

# 14-months trading. 1 Annualised.

Clicks is celebrating its 25th anniversary this
year, Sparkling results reported for financial
1993 should help persuade sharecholders that
its imposing earnings record can be main-
tained.

The Clicks chain, catering for the middle

Gents Clicks
3400 I——
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1992 1993

Clicks’'s Honneysett ... Musica has
turned around

to upper income groups, now boasts 140
stores throughout the country, each offering
about 10 000 items in the health, home and
beauty categories.

Its other mass retailer, Diskom, acquired
in 1984, has grown from 11 stores in the
western Cape to a national spread of 90. It
contributes about a fifth of group turnover
and profit. Clicks and Diskom share a com-
mon merchandise base, but Diskom focuses
on a distinct target market — middle to
lower income groups — which offers large
potential for expansion as disposable in-
comes grow along with rising aspirations of
the emerging consumer.

Musica, the specialist retail music chain
with 63 outlets at year-end, was deeply in the
red when its 55 stores were bought in April
1992 for less than R2,1m. Group CE Trevor
Honneysett says the chain was turned
around in the first half of the year and it has
traded profitably since then. Musica now
controls more than 20% of the market.

In financial terms the group’s growth re-
cord is impressive. In the nine years since
1984, turnover has grown at a compound

" annual rate of 24,3%, pre-tax income by

19,6% and EPS by 19,5%. In the five years
since 1988, the pace is marginally better. Its
capacity to sustain annual earnings growth
above 19% must be questioned, but —
judged by its record — it should succeed,
provided the economy does not deteriorate
further.

In 1992, R51m was raised through a fa-
vourably pitched rights issue; shareholders’
funds almost doubled, while issued shares
increased only 13%. A large slice of new
funds was allocated for expenditure on infor-
mation technology, but because of the rapid
expansion of all three divisions, distribution
lines have had to be improved. A new R20m
centre has been developed in Cape Town and
Clicks has moved to a new centre in Johan-
nesburg,

Funds are continually being consumed as
existing stores are updated. But the progres-
sive opening of new stores — one a week —
will absorb the bulk of capital spending over
the next five years. It's intended there will be
200 Clicks stores {an additional 60), 300
Diskom (210) and 150 Musica (87) operat-
ing throughout SA in five years, as the group

X g rtfl!lze?s, its size. @ ‘

COMPANIES

':{

Clicks has shown it can sustain EPS
growth even after with the dilution of a
rights issue. Its stores continue to gain mar-
ket share, while inflation is slowing and con-
sumers’ rea} disposable income is shrinking.
Since the 1988 low of 550c, the share price
has risen at a compound annual rate of 42%.
Though an historical p:e of 23 makes the
counter look fully priced, if EPS growth is
maintained at about 20%, the prospective
1994 pee is less than-20.

The chart does net indicate imminent
price weakness, but the growth appears to be
flattening. Nevertheless, the share should be
accumulated because it’s likely to continue
to outperform most others in the retail sec-
tor. Later this year the share is to be split
10:1. Gerald Hirshon




Afrlkaans status ot negotlable

PRETORIA. — -~ The government and the Na-
.tional, Party regarded, the :status ' of Afri-
"kaans ‘a8 ‘A officia)language: 28 NoN-De otla-
5 'dent De. Klerk said’ hers

are‘not prepared fo du:mms j jta-

Aofﬁmal languagey
10 die’ with. the two' official la

'especl ly.Afmkaans was to put a torch to a
powd . The aim was to broaden and not
narrowmthe dwer51ty-of ‘South African

languages, e said. '— Sapa
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builders

Tt TERE;
i Municipal Reporter
THE city council has urged
people who want to live in
““Wendy" houses to-choosé repu-
table.builders who know na-
tional building regulations.
' In a pamphlet in English,
Xhosa and Afrikaans, the coun-
cil building survey branch said
the drastic housing shortage
made many people want to live
in Wendy houses — small, usu-
ally wooden, shed-type struc-
tures. . v
Plans had to be submitted
and approved before building
could start, the council said.
A contract should be drawn
up with the developer, covering
the "costs of drawing, submit-
ting and changing plans. The
contract should specify when
_payment would be made,,

Il

:|}.; Before deciding on a Wendy

| liouse: people should .decide
whether. a. stoutly built con-
.crete, block or brick house '
would be better. . * . .

. “If you buy.a Wendy. hotise,
‘ensure plans’.and construction
conform to national building
regulations and are approved
by thé council,’ the council
Salwd ¢ ?" t ail C
_'Anyone neéding advice can
contact building inspectors

L] ——— == -
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Raising funds — and hackl

Nafcoc’s attack on the SBDC
has put it centre stage again,
Reg Rumney spoke to new
president Archie Nkonyeni
about the organisation’s plans

nl

RCHIE NKONYENI, new president of

Atche National African Federated

hambers of Commerce (Nafcoc), set

the tone for his presidency by diving head-

long into controversy at the recent annuaj
general meeting,

Nkonyend's demand for a complete over-
haul of the Small Business Development
Corporation (SBDC) and his accusation that
the SBDC was trapped In a culture of
aparthetd raised hackles. !

Nkonyeni, a considered and articulate
man, does not seem inclined to confronta-
ton. For instance, he argues quite reason.-
ably that Nafcoc's response to the recon-
struction levy will be determined by its level.
“If it is, for example, two percent of income
and 0,5 percent of some assets it would be
like any other tax. But if the size of that levy
Is 50 big that it is a form of indirect redisiri-
bution or partial nationalisation Nafcoc
would definitely be against it.”

black economic empowerment against the

background of apartheid it is unlikely the

organisation could ever avoid controversy.
In 1986, Nkonyeni points out, Nafcoe,

which was founded in 1964, lost a lot of its,

South African corporate sector support for
not opposing sanctions. s

After that came the 3-4-5-8 targets,
whereby Nafcoc demanded that by the
turn of the century 30 percent of the boards
of listed companies should be black, 40 per-
cent of equity should be in black hands, 50
percent of external supplies be bought from
black suppliers, and 60 percent of manage-
ment should be black.

Most recently, Nafcoc has preceded the
African National Congress in softening if not
abandoning its position on’sanctions,
Nkonyeni argues It is only a question of time
before sanctlions are lifted and foreign
investors need to prepare to Invest,

As for the most recent war of words, some
saw it as an attempt by black business to get
handouts rather than properly planned
loans, others as a legitimate complaint
about a persistent {radition of white pater-
nalistn.

The argument over how the SBDC should
change with the times aiso focused atten-
tion on Nafcoc itself. Writing in Beeld,
columnist Curt von Keyserlingk contended
that Nafcoc's record as a business under-

es®
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Nafco&_:’s Arc

‘ ]
hie Nkonyeni
R

W

‘taling was patheti¢ and that it dy

. had three big business faflures, He sald .

i Blackchaln in Soweto had to be rescued, the
Soshanguve shop éentre was half empty,

While white business has never openly

laccepted the targets, Nkonyeni says the
number of appointments of blacks to the
boards of white-controlled companies sig-
nals a quiet acceptance by the corporate
sector of the principle,

. What of other white fears, raised by the
conientlous manoeuvres of the Thebe Cor-
poration, such as the return of Digital
Equipment Corp into a Thebe-linked joint
venture, apparently sidestepping the ANC's
sanctions stance?

‘-R

resulis. H RN

Nkonyeni replies that those instances
have to be seen agatnst the background of
the hostile environment in which black
business had tooperate.. . - | - -

-, What is Nafeoc's mandate? Nkonyent says

- that Nafeoc has 150,000 ¢laiméd members,

but paid-up membershipis around 20 000.

» In its earlier years Nafcoc subsisted on

contributions from individual members,

particularly its executive, but he admits

funding supplies most of Nafcoc's money.

Nafcoc gets R120 000 a year from its mem-

bers, and three times that amount from cor-
porate sponsors and donors. )

“In terms of our plans and projects we are
looking for three times that amount again.”

Nafcoc has recently received money from
the Independent Development Trust as well
as aid from foreign organtsations.

Nafcoc is approaching foreign funders to
try to establish a guarantee fund to help
cushion the risks of foreign investors who go
Into joint ventures with black business. “We
recognise the risks, but are saying we will do
something about it."” -

Alsao, Nafcoc plans to form a ement
leadership development centre. Nafcoc is
looking to develop expertise so tokenism is
avolded in terms of its 3-4-5-6 plan, which
despite criticism it has not abandoned. The
3-4-5-6 targets, says Nkonyeni, are essen-
tial. “We must prepare targets and measure

<

N’konyeni argues that foreign investors
"4 Nneed to be encouraged to invest in pro-

grammes which will contribute to the elimi-
. hatlon of the backlog of racial disparities in
" business.

Though he agrees the need for foreign
Investment is paramount, he insists this will
have to be balanced with the leng-term need
for change, and sacrifices may have to be
made. He sees dangers in investment mere-
Iy contributing to the continuation of white
ownership and control,

Is there not a danger of “cronyism” in this
approach, and in Nkonyenf's call for black
business to interact with the liberation
Mmovement to nurture foreign funding and
fnvestment? Will it not lead to money being
funneiled into ANC-linked organjsations in
return for access to South African markets?

Nkonyeni notes there are always dangers
of corruption in situations where control s
exercised, “There should be acceptable ways
of dealing with such issues through the rule
of the law and political structures.

“Cronylsm is unacceptable regardless of
what group is in power, particularly the
democratic government of the new South
Africa. So much is expected of it.”

-
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HE role of small business in the new SA
i§ coming under increased scrutiny, and
with it the future of the Small Business
Development Corporation.

- SBDC MD Ben Vosloo is concerned that a
future dispensation may dismantle the organi-
sation, which he describes as “the only effec-
tive delivery system assisting small business
on a wide scale”.

Vosloo believes the involvement of organised
commerce and industry is vital to the future
survival and growth of the SBDC, and it is at
this point that his vision of a booming small
iisiness sector comes into conflict with trade
tnions and other members of the black busi-
ness community, They place less emphasis on
big business involvement, and more oOn
community interests.

. No doubt the SBDC’s 1993 annual meeting at
the end of this month will provide the occasion
- for the thrashing out of the corporation’s future
policies.
~ The issue of small business was placed under
‘the spotlight at the National Economic Forum
NEF) recently, when trade unions demanded a
one-third representation on the SBDC's board.
* ‘Ebrahim Patel, labour co-ordinator of the
NEF’s short-term working group, said: “Insti-
futions funded by public money must represent
all of the major stakeholders on their boar !
" 0n a soctal dimension, Patel said the growth
of small business could not océur in conflict,
with workers’ standards. In the past, growth of
small business tended to take place via the
Suppression of labour fundamentals, such as

~Jiving wages and adherence to Industrial
.Council agreements, .
1, Vet conflict between organised labour and
{thé small business community need not oceur.

a

&l

of small businesses

out role
o l
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Patel said the two entities had a lot more in
common than first met the eye, and the way
was open for the establishment of a construc-
tive relationship between them.

ROBYN CHALMERS |

However, there were major issues which had |

to be ironed out before such a relationship
could be forged. The SBDC needed to “come
clean” with the percentage of loans it gave out
to black businesses, and overcome the percep-
tion that it was funded and contyolled by “white
big business”. 20

Vosloo said the feasibility of a small business
was a major criterion when a loan was consid-
ered, The SBDC had managed to keep its net
bad debt figure at just over 10%, largely
hecause of this policy.

“With a total capital inflow of REB4m, from
varions institutions, we have granted loans of
almost R2bn to 42 000 small businesses, We
have created about 330 000 jobs, of which 80%
were for blacks, and yet we are still asked why
we have not done more.”

Vosloo asked why SA’s business and govern-
ment leaders had not done more to promote
small business development through the allo-
cation of increased funding, Small business was
“gI} but ignored” in the last Budget, he said.

Vosloo was adamant that small business
should not be drawn into the political arena. He
said development institutions throughout
Africa which had fallen prey to politics had
become corrupt, nepotistic and, ultimately,
bankrupt.

“T{’s a business affair, and the only way in
which small business can thrive is by the big
business community coming forward and play-
ing a more pro-active role,” he said.

| Jpi—
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HBY ALIDE DASNOIS

The big retail chains
.ha.ve increased their
,share of the market in
the last four years, de-

spite. a.rise in the num-.

ber of small shops.

- A retall census by lbis
Marketing shows that
the number of small
urban grocers has risen
by 34 percent since the
last survey in 1988, but
their average turnover
has dropped by 35 per-
cent.

In the PWV region, for
every two urban grocers
in;1988, there are now
three, says Ibis .execu-

Gor-

tive'sdirec r Ju ’
don.
‘But- th 1r average

turnover has plummeted
from R550 000 a year to
R324 000

The survey of a repre-
sentative sample of 700
stores of all sizes coun-
tryw1de shows that the
mgjor chains have in-
creased their share of
sales at the expense of
smaller retailers.

Hypermarkets and su-
permarkets have in-
. ereased their average
turngver, while that of
supereites, urban gro-
cers, and rural grocers
has fallen. .

Hypermarkets and su-
permarkets accounted

ery, eompared With 52
percent in 1988,

Hypermarkets grew
fastest, with the‘opening .
of four new outlets and
aggressive promotion by
the big chains.

Gordon says the in-
crease in the number: of
urban grocers ] 1s not a
response to consumer
demand, but the'result
of urbanisation, the re-
laxation of laws relating
to store ownershlpsand
the rise in unemplny-
ment.

*Compared with other
developing couniries, we
still have one ofithe
lowest numbers of retail
outlets per shopper. -

The concentration of
retailing power in-South
Africa, she says, is'typi-
cal of a First World
country, not a develop-
ing one.

The average -South
African spent less on
groceries, toiletries and
confectionery last year
than in 1988B. "

Spending dropped by
14,5 percent ‘to'R569 a
year per head, ,‘

The blggest fa.lls were
in the Eastern Cape and
the Transvaal{ ‘outside
the PWV region. )

The Western Cape
came off relatively light-
1y, with spendmg per

for_nearly 56 pqrcen1 of,‘ head droppmg by 8,7

total: sales of: groceries,

pqrcent to-just on,R962 a

toﬂetries and, cqpiectlon-wyear § yatieene s

s
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NEWS FEATURE Sorme young people steal to help balance the family budget

‘No gl er of

: Soweizaa  biglas,

hope for Norman

l COLD COMFORT No words of ;
gneouragement or solace Jor victims of

'
v T e
South ‘Aftican gouth,- p a‘verty .: @
peckally those bom- ¢ Y
ing from poverty- slm:kun families... .- things. Maybenextyearyuu willgellhe !
Like all kids, he had high hopes ... a e things yon want for yoursalf,"

~desire that.one day he might bew pilol vove Buttherzisno"maybe™. The funeis ;

By Joe Mdhiela . ol .

T
i

hﬁmm Masckn. az2"
“F year-old Sowetolad, is
amexamplm of .what .
,%depnvnuon rdoés 1o

tion of employment.
“That is the tangitle way of ﬁghlmg
crime, We must provide people with.

“Not ance, ot fvice but seveml tlmes.
. Dare spciely point an accusing finger
., uthim?Mdybethey should not. He s the
pmducl}nf a society which fails tp care
" about his well-being.

- Impossible luxury

His pareniscould not take him to schoo),
They themselves donol have accommo-
dation. Taking him to school would
have been an impossible uxury,

Nor one buys him clothes, not even
Telatives.

Therefore it would have been illogi-
cal to expect lus parcnts to buy him
school clothes. He goes through his
young life without anyone whispering a
word of encouragement. Soothing

words that say 1o him: “We understand.
. However it is not possible o doallthese

“ute for the Prevention of Crime and

Rehabilitation of Offenders {Nicro).

- Byhisownadmission, Norman learnt -
to sleal cars to make endg miset,' ¢ - 0 %

However, Nicra 15 doing everything
in ils power (o ensure that our society
produces fewer Normans. Admilting
that there “arc no magic solutions”,
Nicro's Mr Bonpani Nhiato insists that
the “street culture” needs to be replaced
by hope of a job and the acquisition of a
home. In a society where crime has
become necessary 1o balance the “fam.
ily hudget”, the solution can be found
not only in rehahiation and counsel-
ling, but it the provision of jobs.

Social worker Ms Dudo Ndlovo ad-
s thattheseare noble things todo. but
advises that the most tangible ways of
gelting around the problem is the crea-

o doctot, a dentist, an enginbet,  + 7. « Yleak, with no glimmer o hopo. * * * jobs.
Tnsiehid ha htldcy ﬂp i|1 ujall.cell for ** Normanis one of many Sowetan tads “Counscllingalone cmmm hetp. ahe
slealing card; under the tateloge of the National Insti-  said. H

In small and humhlc ways, Nlcro L]

" headquarters in Mololo provide what it

tenms c ity-based joh c
programmes. These include arc-weld.
ing, brcklaying, carpentry and basi
motor mechanics,

These courses are basic, lasting be-
iween two and six weeks.

Tnthe linal analysis, it is compulsory
education that will bring hope to many
would-be criminals,

“We need to make education avail-
able loallif we arelosucceed incombat-
ing erime,” said Nhlato.

Seniormanagerat NicroMrShamane
Khumalo suggested that poverty and
unemployment conttibuted 1o the high
level of crime in Sowetn

Togetaninsightinto what Nicrodoes
in Soweto wotch TSS al 9pm,

This space was made possible by the support of the Positive Development News Initiative, which seeks to document a unique development model that is
evolving in Sputh Africa where people from all walks of life — Business, Labour, Grassroots, Democratic Structures, Development Agencies and Communitics
themselves — are coming together in focused alliances, to play a powerful role in reconstruction and reconcliation to build a common future that will provide
the foundation of a peaceful and prosperous Inclusive society in this wondetful land of ours.

Core founders of this initiative are:

The D G Murray Trust
Independent Development Trust
Kagiso Trust

The Anglo American and De Beers
Chairman's Fund

Murray & Roberts
Nedcor Chairman's Fund

i7i
Eskom Facet Film & Television _
-, “ .
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A STILEONTEIN o

Who raped’ his friend’s:

:p{aughter

middle hame means “God
knows”, ‘pjaaded:,:-gh'ilty
last Ftiday 1o Taping the
cight-year-olq. child. affer
cateting’, ‘the: < friend’s
house by ,bfeaking a.win-
dow on the night of July
26. LT

In his Statement before
a Klerksdorp magistrate,
Tabang sag that he had
spent. the day with the
ViCtin’s mother,

He said she asked him

title fight,
abane toId. the court

CITY PRESS, August 15, 1993

By DAN.DHEAMI) ;.

e

. Man who

assaulted
friend’s
kid gets
five years

that the child agreeqd to
ave sex with him,
egional Coypt Magis.
frate PJL, Venter rejected
is version and said hay.
ing sexual intercouyge
with i
rape,
Before Sentencing him
to an effective five yearg’
imprisonment, Venter
said the Community hag
10 be protected from peo-
ple like Tabane,

her Younger brother, Wwho

-Tape of thejr daughter.
4 minor constituted .

The T8pe victim apg

at the time of the incident
Were in the

While waiting in " the
court corridors for the
€ase 10 start, the two chil-
dren clung to their father
and did poq even greet
their €stranged Mother,

After the
ther sajd lae

brought .
blamed his ex-wife for the

1€ £psycho-
"fwould. hot be
1S SEVEr&as Ttihould haye
been to Sorheong: older,”
said the father.




Economic heroism
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By BERENG MTIMKULY

THAMI Majozi can’t walk, but his zeal
and business acumen are like giant legs.

Though Majozi, 40, is confined to a
wheelchair, he has given hope to many
unemployed people in Orange Farm
near Evaton.

He spearheaded the recent opening
of Palestine Smail Business Hive in
Orange Farm.

No setback could dampen his spirit.
Not even when some big comapnies saw
red when he approached them to fund a
project aimed at inspiring small busi-
ness development in Orange Farm.

Nor could a car smash in 1989 which
put a sudden stop to his livelihood as a
painltler. His legs were paralysed in the
crash,

“After moving to Qrange Farm from
Soweto in 1989 it became apparent to
me that the rate of unemployment was
unbearable. A small business develop-
ment project to equip people with skills
and hands-on training was imperative,”
said Majozi,

He completed a course in entrepre-
neurship, obtained a Local leadership
Development Programame certificate
and acquired various skills in manufac-
turing — then approached the Small

e wasteland

Business
(SBDC).

Through the Work for Africa project,
which is a non-profit business organisa-
tion, the SBDC loaned him about
R150 000 to buy manufacturing equip-
ment to carry out welding, juice extrac-
tion, candie-making and maize milling.

Sponsors included the Independent
Development Trust, the Business Task
Group for Repatriates, the Informal
Business Training Trust, the TPA and
the Informal Business Development
Trust.

At the hive where he wurks Majozi
trains up to 120 people a month (20 a

Development  Corporation

week) in a range of skills including

processing cooking oil, fencing, chicken
farming, egg production, and the manu-
facturing and fitting concrete basins
and window frames.

He said the project was training peo-
ple to produce basic commodities for
areas which desperately need them.
The project’s philosophy is to generate
wealth in poor communities.

He said products produced during
the training were sold to generate mon-
ey for salaries and running costs at the
hive (mainly electricity and water).

The SBDC had also promised to
assist in giving graduates a business
kickstart. s

. -+
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RETAILER Protea Furnishers (Profurn),
which survived last year's liquidation of
holding companies Supreme Holdings and
Supreme Investment Holdings, reported
improved interim results to end-June.
Operating results were restrained by
harsh irading conditions, but a significant-
ly lower interest burden, arising from cap-
italisation of R45,3m owed to the liquidat-
ed compames for shares in Profurn, saw its
earnings rise 50% to 0,3c (0,2¢} a share,
The 6% turnover decline to R59,4m from
R62,9m was partly attributable to closure
of its Cape division, which was provided
for ;ully in the previous finaneial year.
Operating profit was down 40% at
R3,91h (R6,4m) and margins narrowed, but
a sharp drop in the interest burden to
R1,7m (R6,4m} saw pretax profit soar to
R2,2m from R47 000 previously. Financial

| MARCIA KLEIN i

director Brian Rosenberg said gearing was
at 7,8% from 101,5% at end-December.

Attributable profit increased more than
fivefold to R964 000 (R197 000). However,
the 50% rise in earnings a share reflected
300% more shares in issye after the eap-
italisaticn of the loan. &

Rosenberg said Prefurn had, with
others, been affected by political events in
the second quarter. Its trading had also
been affected in the first quarter by the

+ liquidation of its holding companies, with

suppliers limiting their exposure to Pro-
furn. Terms and dehve ies had since re-
turned to normal. li r a

Profurn expected a better performance

in the second half, which wag traditionally
better than the first. O )

ar—
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Backing Serebro

Little has been said about OK since the hype
accompanying the relaunch of its OK Stores
in early June. That's probably convenient for
management; it makes it easier to get on
undisturbed with the mammoth task of turn-
ing the group around. 20

If the share price is anythihg to go by,
investors believe management can achieve
new MD Mervyn Serebro’s ambitious objec-
tives. At 700c, the share is up on its June low
of 525c, though still a long way from the
1982 peak of R27. More importantly, it has
outperformed both the Retail & Wholesale
and Industrial indices in recent months.

The price increase may be premature but
analysts attribute it to comparative scarcity
— SA Breweries holds 68%. If things im-
prove there seems little to stop the share
going to R20.

Financial director Geoff Kearney is
pleased with progress. “Volumes are up sig-
nificantly and being maintained.” The re-
launch caused a surge in sales, he says, and
OK recorded its highest weekly turnover
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ever. Distribution problems which arose have
been overcome. Quoting IBIS statistics, he
says OK has captured market share.

It’s clear margins have been under pres-

_ sure. The assumption is that management

will live with that but won’t allow them to
collapse. This suggests a strategy of reducing
prices of high-profile goods while maintain-
ing prices of items with a lower profile. I
volumes hold up this will give the group more
muscle when negotiating with suppliers.
Kearnoy believes tangible benefits will be
reflected in the March year-end results.
Analysts are looking to a halving of losses
in financial 1994, which translates into nega-

tive EPS of around 180c, and at best break-
even in 1995, @ Marylow Greig
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RUSFURN
Sussman stands firm

Someone had to give ground in JD Group's
takeover of Rusfurn. And, as we predicted, it
wasn't JD chairman David Sussman.

He has pulled off a good deal for JD and,
by extension, parent W&A. Terms are more

complex than the architects suggest: essen- '

tially, JD is to acquire Rusfurn for R85m by
making an offer to all Rusfurn shareholders,
who may elect to convert into either JD ords
or redeemable convertible prefs, though they
may take no more than 50% in ords. Conver-

sion is to be at R7,54, JD's NAV at the end

of last year.

Dion Stores, whoily owned by Rusfurn, is
being on-sold to Massmart, part of the Wool-
tru Group, for R90,1m cash — exactly the
price the FM predicted. Sussman confirms
the proceeds will immediately be injected
into Rusfurn as a subordinated loan.

Even more interesting is what happens to
Rusfurn’s accumulated debt mountain. At
R406m at the time of the transaction, it
comprises convertible debentures and bank
overdrafts. As we speculated, Sussman, who
held most of the cards, wasn’t about to be
dragooned into a rescue operation for Absa.

Conversion of Absa’s’ redeemable prefs
along with JD’s loan of R90m, provided
courtesy of Wooltru, reduces debt to a more
manageable R128m. However, to be fair to
Absa, it now has the opportunity — if Suss-
man is successful — of seeing its involuntary
investment in JD turn into a golden egg.

JD intends recapitalising through a rights
issue of at least R75m. Part of the price
Wooltru has to pay for Dion is to participate
in this by taking up about R25m rights
renounced by W&A. That will make Wool-
tru a 6% shareholder in the enlarged ID.
Rusfurn’s listing will be terminated, prob-
ably within a few months.

The view from Wooltru and Massmart,
which has long coveted Dion’s discount mer-
chandising operation, must be that the ac-
quisition has many synergics, in both ad-
vanced technologies and better trading
margins than those in Massmart’s wholesale
food trading businesses.

Dion’s NAV, as reported last week, is
probably about R50m. On the face of it,
Massmart paid over the odds; however,

_Dion’s cash flow is excellent and its potential

is regarded by Massmart’s managers as un-
usually good. The premium is obviously con-
gsidered worthwhile.

Of course, Wooltru’s acknowledged prob-
lem is that it has too much cash. Dion —
once it’s operating again at full bore after
years of being Rusfurn’s milch cow — will be
a major cash generator, That will only com-
pound Wooltru's problem — a position
which will earn the giant little sympathy,

An interesting aside is what Rusfurn
might have got had it sold Dion years ago,
when Wooltru first showed interest. A figure
of R180m is one we keep stumbling over,
though mention of it turns brave men pale.

T 1318143

Meanwhile, Sussman 18 faced~Wi
problem of turning his hugely enlarged fur-
niture group — SA’s biggest — into a suc-
cessful, profitable, operation. He may find
that rather more difficult than putting the
deal together, though he cheerfully says the
tough part is behind him.

David Gleasor & Marylou Greig

#1
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councﬂlor Chrls Joubert will seek~ a. meetmg

& ‘3Wlti1 regional police.commissioner Nick:'Acker . to

n-‘-'\.

:more police for Camps-Bay. .V o
“In;the past two weeks there has beer ,an ‘armed

; robb ryiand: an attempted. rape —.and two youths

were tied up’: and one kniféd.

- Mr Joubert salﬁ the police | statmn was under—
staffed

‘The Minister of Law ‘and 'Order has given

R20 million for community policing. ———we Want
* our-share,” he said. . ...

«Thig is not to diminish the terrible crime prob-
* lems in the townships, but we are facing problems

© in.a suburb which was once crime-free,”
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Small busmess bi Ng

The SBDC is under fire
again. Reg Rumney looks
at the bubbling row

around pending changes
In the corporation

EN the Small Business
Development Corporatlon
(SBDC) holds 1ts 1993

annual general meeting at the end of
this month. the eyes of many differ-
ent interest groups in the small bus!-
ness community will be on chalrman
Anton Rupert, managing director
Ben Vosloo, and board members.

At the SBDC, key questlons
include the position of founding
chairman Rupert, who has now
compleled 12 years of service but
may have become increasingly out of
touch with the reat forces now dorml-
nating the small business scene in
South Alrica and the future of

Vosloo, whose term of office actually

explres at the end of 1996,

A critical issue {s the composition
and role of the board. Now it consisls
of more than 50 direciors, with every
private sector donor contributlng
R1-mllllon or more entitled o a
dlrectorship.

Trade unlons, black business
assoclations, organised com-
merce and induslry, and other small
enlerprise support bodies are not
represented formaily, only on invita-
tlon This is decided by the board
executlve. As a result, the executtve,
chaired by the managing director, Is
dominated by eminent top company
represeniatives, associated with the
SBDC stnee Jis early days and not
loo overtly critical of its operational
and management style.

At the National Economle Forum
(NEF) the unions recently demanded
one-third representation. The board
may ofler them a seat or two on the
20-person executive, but probably
none on the core declslon group, the
“action committec”, which is also
chalred by the managing director.

The NEF this week voled R30-mil-
lion for small business development
and non-governmental organisa-
tions lnvolved in stnall business
development.

Vosloo thls week denled reports
the 5BDC had been by the
NEF, peinting out SBDC submis-
slons have been approved and wili be
announced at the SBDC's AGM.

Most recently the National African
Federated Chambers of Commerce
[Nafcoc) Iaunched a strongly worded
allack on the SBDC.

Accusing the SBDC of rigidity and
racism, Nalcoc president Archie
Nkonyen| called for a complele over-
haul of the SBDC's ownership. con-
trol and admindstration,

Vosloo's view is that several prcs-
sure groups have over the years tried
to {nfluence the operations of the
SBDC, as the major nalonal small
business agency, or “to drag It into
the pollijcal arena”.

Dawle Crous of the SBDC, who
later addressed the same conference
in reply to Nkonyenl, expressed 2
feeling of lrony which must be
shared by some SBDC stalf that the
corporalion attracts intetest from all
over Alrica because of its suceess, yet
black business in South Africa
wanls to change It completely.

. He sald the SBDC had financed
22 000 black businesses, and sald it
did not advance big loans to black
businesses hecause there wete few

Founders Anton Rupert and Ben Vos100 ...

large black businesses,

Vosloo neted: "With a total cash
inflow of R884-million the corpora-
tion has granted loans twice that
amotnt, le R1 600-million lo 42 000
busifiesses, of which more than 50
percent are black.”

This week Nkonyend said he had
yet to hear from the SBDC and had
seen Vosloo's response in the week-
end press,

“That response does not begin to
address the deep concern of black
people about the SBDC.”

He did not want to get Into an
argument over arithmetie, Even on
that level, though, there was huge
disparliy between what was loaned
Lo black and to white business. The
number of loans going 1o blacks was
not ag important as the amounts, he
stressed. Given that 80 percent of
the population is black, the corpora-
tion could not say it was playing a
role in black business development if
50 percent of lis loans went to non-
blacks, he said.

onyen| also asked why, If the

bulk of small business develop-

ment was black, the corporation

should still have a while chief excou-

Uve, and not even a black depuly
chief execullve,

He questioned the accountability
and iransparency of the corpora-
tton's board.

The national board of arcund 58
people which meets as seldom as
once a year, as the board does, must
be a rubber siamp. The regional
boards do not represent black busl-
ness because the metnbers are nom-
inated by the SBDC, he said.

“There 1s an inner group of elght
peaple who are in the driving seat.
We don't know who they are, but [
would be pleasantly surprised If

I'OW

In tha hot seat for too long?

there were even one black petson
among them.”

Claudia Manning, who Is engaged
in a small business pelicy study for
the German political foundatlon
Friedrich-Ebert-Suftung, echoes
Nkonyenl's coticern about account-
ability.

The SBDC head offlee, she says, Is
1ot amenable to whal it sees as cut-
slde interference. And though its
financial statements are public, the
inner workings of the SBDC are not
that clear.

Moreover. the SBDC stafl and pol-
{icy orientation do need to be restrue-
tured, she siresses.

The African Nalional Congress and
ather hlack leaders have also called
for a restructuring of the SBDC con-
treld sysiem, but no specilic sugges-
tons have been advanced. This may
point to the need for 2 more "open”
commlssion on the future role of
SBDC and how it could Nl itlo South
Alrica’s future small enterprise sivat-
epy.
Some observers fear Vosloo and
hls top managers may want to side-
step such an open inquiry by the
quick implementation of 2 nurmber of
reforms, enabling the present team
to present themselves as the new-
lock SBRC, commilied to a new set
of priorilies,

Manning, for one, fears the corpo-
ration will try to defuse criticlsm by
doing so unilaterally before other
organisations can become Involved.

“A whole range of organisations
need to come together to define Lhe
terms in which the SBDC needs to be
restructured.”

Crous satd the SBDC at is AGM
will announce massive support for
black business. Though he siressed
this had nothing to do with Nafcoc's
attack It will be seen by some as an

PHOTQ: SBDC ANNUAL REPORT 1992

attempt lo buy off black business.

Al the same AGM, an independent
panel will be announced {o look at
how the SBDC will be struciured in
future, he sald. Again, this will not
pacify those who want a say in
reshaping the SBDC.

In the process of unilateral
resiructuring the apparent sideways
shove of Wollgang Thomas, reglonal
general manager of SBDC's prof-
itable Western Cape area, came as a
surprise 1o many ohservers — and
apparently also to him,

An oulspoken economist and
active participant in the Weslern
Cape Economic Development
Forum, he had long been calling for
stronger SBDC orlentation towards
micro-enterprises It is rumoured
Thomas prepared the decument on
which the new strategy has been
based.

homas and Vosloo, former col-

leagues at Stellenbosch Universl-
ly, agreed on scme things and
strongly differed on, among other
issues, those related to management
siyle and communication with other
players in the feld. Within the corpo-
ration he s, rightly or wrongly, asso-
clated with a move towards greater
pubilic contrel of the SBDC as
oppased to Vosloo's Insistence itisa
private sector or) ton.

The SBDC denles Thomas has
been sidelined OMclally, Thomas
remains in Cape Town as a senjor
general manager and national head
of “special projects”,

Thomas was net willing to com-
ment on the move or the nature of
his fisture contribution But it seems
clear from rumblings around staff
and reglonal cotnmlitiee members
that Vosloo's surprise move did not
carry thelr unquallfied support.

Waking the
nation to A=)
new culture
oflending »,

Bondil Makhanya

ON eny day of the year, in arly part of
the conntry, there i3 small business
collapsing, leaving behind a trall of
unpaid loans and other bad debts,

The fact, that many of these business
fall due to poor management has dis-

_ suaded major lenders from glving
loans to budding township entrepre-
neurs. This despite the fact that
institutions such as the Small Busi-

, ness Development Corporation
+ [SBDC) and banks have commilted

themselves to alding emerging tus-
nesses.

The problem? “Nobody has paid atten-
tion Lo financial controls.” reckons
Vuslzwe Business Solutions manag-
Ing director lan Melamed.

“We are at a point where bodies like
the SBDC arc being calted upon lo
do more for the disadvantaged and
many banks are trying to lend more
tnoney to black entrepreneurs. But
In most business start-ups there are
just no Ninancial controls. This a
major problem and one of the main
reason black businesses are falling,”
Melamed points out.

Which Is why Business Support Ser-
vices [BS5), of which Melamed 1s a
co-founder and partner, set up
Vuslzwe last year at the behest of
homeland leader turned business
consultant Enos Mabuza.

Vustzwe — which means “wake up the
nation” — started with five black dala
processing graduates, whose task
was to llaise with black businessmen
in the townships and provide them
with computerised financlal centrol
systems. A branch has now been sel
up in Soweto and another is being set
up in Rustenburg

Vuslzwe has set up a procedure
whereby a company represenlative
accompanles the borrower to the
lending institution and guarantees
that Vuslzwe will provide manage-
ment systems for the business.

“We already have an established name
and the banks know us,” says
Melamed. In facl banks have begun
sending prospective borrowers to
Vustzwe to set up their finanelal con-
trols systems before granting
finance.

Melamed Is highly critical of South
African lenders, including the SBDC
and other developmental mstitu.
Hons “They haven't the foggiest clue
how fo lend to people. You need a
cultural sysiem of lending in this
couniry.” Melamed says

He suggests If financial institutions
lend io an entrepreneur they must
fiot only lend to his business but io
his enlire houschold too.

“You need to combine all your lending
inlo one. You must contribute
towards bursarica and towards the
individual's house. If you don't do
that, as has been the case, then the
businessman will stmply take money
from his business and use it 1n his
home and then the business will fal-
ter and money will be lost. On the
other hand if he knows his entire
livelthood 1s at stake he will be
unlikely to default,” he argues.

Melamed warns that inslead of trying
1o copy foreign models such as the
Grameen Bank ol Bangladesh —
which lends to very poor people —
South Africans should concenlrate
on developing institutions appropri-
ale to thelr own circumstances.
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Call for joint building veptures

JOINT ventures between large con-
Etg'qctidn companies and small black
«;:ljt}irlders were mooted at a construc:

| :tion! industry meeting on housing

* poliey: vesterday.

{Thése are vital to uplifting the
blackf'éommunity and moving to-
wards an integrated industry,” said
National Association of Home Build-
ers president Martin van Zyl,

He said the transfer of skills in the
construction industry, affirmative
action, and the location of housing
projects were three issyes high on the
agenda of any future housing policy.

Van Zyl added that the response
from the 100-odd members of the
building industry regarding the is-
sues of “affirmative action and the
transfer df skills had been encourag-
ingly enthusiastic.

AnotHeér key issue on the agerida -

was the size and location of stands.
“Future projects need to be located
far closer to the city centre — we

ROBYN CHALMERS « " |

cannot have a repeat of the current
situation where people are travelling
miles to their jobs,” he said,

The most important objective was

.to avoid the formation of further

slums around the city and to ensure
housing standards. in these areas
were uplifted. %

“The size of thé stand is equally
important: Tiny stands with tin
shacks crammed onto them make for
slums, We would prefer a longer-
term view, with & 10-year period in
the formation of a suburb,” he said.

Van Zyl said housing policies were
highly sensitive in SA, but black
empowerment and skills. transfer
were the bedrock of any future hous-
ing projeets. - 3l

Van Zyl said he believed;thése fac-
tors would make small and medium-
sized construction companies the
backbone of the future industry.
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' JOHANNESBURG.
| Small Business Develop- "
; ment Corporation
i (SBDC) MD ‘Ben Vosloo,

yesterday “invited” trade’
unions to' dlscuss future L
representation” on* the
SEDC board.

He said he had not yet
been’ approached by, the
trade union movement
to discuss the issue,
raised at the Nafco¢' con-"
ference and! at:.‘the :
_Natlonal Economlc ‘Fo-
‘ram. .Vosloo” “doubted
.that thie one-third vepre-
sentatlon, that! 1ab§ur re-.i;
‘portedly.called. ,for,wwas v
Hentjrely: féasible bt .

" he“said he was’ ¢more\;\
“tHan w1111ng” fto. falk, h’;‘s
“'thé unions.” B, w,n‘?
Fu“Trade umonhhave 4
w*generally tended to ;
Lsteer clear of small bus1-’ o
{ness,, However, Hit 1se, *\Yﬁ\

policy 'issue to BéE: d
{ cussed.” B
' The SBDC has been%_

eriticised recently, forﬁ'
' not having greater black /i

representation on its &
* board, and for being %

dommated by big busi- 3
. ness-and government. :
b Government: has a 50% .

, shareholding in theq‘;‘
¢ SBDC, which secures it a}

25%: gepresenjatmn Ok},

,,thekboard»\’r e, remain- §4
I

B

el

& ing* seats 'ar |occup1ed
mainly by members of!

i the private sector, but:
there is an opening for

b “gkilled experts” v1a ar—
ticle 49K, . -

" The issue of black re--
presentatmn will-be ad-
dresséd at the agm at the
month-end
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# HE Smail Business
% Development Cor-
poration has re-
quested major com-
panies to assist in
o . providing sub-con-
tracts for small businesspeople.

The corporation is to discuss
this proposal with big business at
its Small Business Week in Cape
Town from September 4 to 11.

Among major companics which
will be participating are South
African Breweries and Engen, said
spokesperson Sylvia Malinowski
this week.

The SBDC has also organised
two full days of events on Septem-
ber 4 to launch the Small Business
Week at the Waterfront.

A marquee will be set up on, ¢
Market Square which will serve as g8
a Business Advice Centre contain-
ing a variety of information and
exhibits covering general informa-
tion, advice on informal {crafi/flea)
markets and spaza shops, youth
entrepreneurship/business games
and the service industry.

The programme will include tips
from successful entrepreneurs and
will involve audience participation.

The Small Business Week will
cover almost every topic associated
with the sector in South Africa.

Students will be drawn in with a

presentation by the SBDC on
entreprencurship on September 6.
* From September 6 to 11 there
will also be tours for high school
pupils to SBDC hives in Mitchells
Plain and video shows on various
topics at the SBDC building in Sir P
Lowry Road. ) ; L T L

On September 10 the awards for TR 2 ér“‘",\ i X
the Entrepreneurship Competition ' - »* ™ AP Y S G
for high school pupils will be held.  «- L - f'y ) 3

Other areas _covercd dunng the JOBLESS: By 2000, 44 percent of the SA labour force will
week arc seminars which include  be unemployed. Self employment can help avert disaster
self-émployment, the changing
face of labour relations and draw- their busincss mentors at their financial staternents and costing.
ing up a business plan. offices. The Western Cape Entre-

On September 7 the SBDC will Topics include marketing, draw-  prencur Awards will be held on
be offering free consultations with ing up a business plan, reading September 11.
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. SMAEb‘;tﬁﬁsjgquﬁlbevelopment Corpora-
tion (SBDE) MD Ben Voslod yesterday in
yited trade unions fo discuss future repre-
sentati'_ié_:; on-the SBDC board. %tba«?
; He'said he had not yet been approaché
by thé frade union movement to discuss the
issue/raised at the Nafcociconference and
at the National Economic'Forum. Vosloo
doubtéd that the one:third;representation,
that labour reportedly.called for, was “en-
tirely feasible” but he said he was “more
than ‘willing” to talk to the unions,

“Tride unions have generally tended to
steer“clear of small business, However, it
is a polley issue to be discussed and dealt
with by‘the interested parties.”J ﬂﬂfq 23

The SBDC has been eriticised recently
for notthaving greater black representa-
tion of1 itsboard, and for being dominated
by big business and government,

§ unions to' discuss board

" -~ ROBYN CHALMERS I
Government has a 50% shareholding in

“the SBDC, which secures it a 25% repre-

sentation on the board. The remaining

RN

seats are occupied mainly by members.of

the private sector, but there is an opening

for “skilied experts” via article 49K =
This allowed implementation of an affir-

mative action policy and paved'the way for

"peoplé skilled in important areas. “T can-

not. say whether or not there will ;be a
change in control in the SBDC in the fiiture,
but it is something which must bé dis-
cussed,” Vosloo said. ( )
.The:issue of black representation will ke
addressed at the AGM at the mon tend.
SBDC sources said they were sensitiyd to
criticism, but it was up to shareholders to
decide on strategy.




Clicks “will tréble in size” over:

THE Clicks Group, which holds the
Clicks, Diskom, and Musica .chains,
would treble in size over the next five
years, directors.sajd in the latest
annual review.

The group, in the Premier Group
stable, reported earnings of 138c in
the year to end-April — up 27% on
pro forma prior year earnings of 109¢
a(z: share. Chairman Gordon Utian said

licks was opening a new;, store eve
week at present, FO?%"{& i

Although the past year was one of
the worst yet for retailers, it was one
of vigorous growth for the group.
Clicks achieved earnings growth by

BT - T e
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opening up new business opportuni-
ties and widening its market penetra-
tion by growing core busines@

CE Trevor Honeysett said despite
the fact that the political road ahead
was uncertain, the group would be

able to continue with its ambitious
growth plans in the coming year.

Over the past five years, Clicks had
accomplished what previously took
20 years to achieve. The group had
trebled its stores to 300, comprising
140 Clicks, 90 Diskom and 63 Musica

- gtores. Turnover had more than

trebled to_nearly R950m, and earn-
ings grown to 138¢ a share from 56¢ in
1987/88.

A total of 45 new stores were
opened during the year.

Diskom was develaping strongly,
and already accounted for about 20%
of group turnover and profit. And
Musica had undergone “a spectacular
turnaround”.

Honeysett said in the coming year
the group would focus on strengthen-
ing its product ranges, provide more
added value and confinue to open
stores at the rate of one a week.
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Regzon s economy lags study

Spotlight on
decline of
Central Wits

®BY JO-ANNE COLLINGE

Political, business, local gov-
ernment: and civic interests, will
meet: in.Johannesburg tomorrow
to find ways to reverse the eco-
nomié decline the .Central
Wits region. d‘fga

. . The workshop = in séarch of

& new form of economic co-oper-
ation — has been convened by
the Ceniral Wits Metropolitan
Chamber, which earlier this year
?h“ait published a study showing
IThe Central Wits's economy
was declining more rapidly than
those of all other major centres.
B From 1980 to 1991, the Central
Wits lost 39,5 percent of manu-
facturmg' Jobs, while the couniry
as a‘whole showed an increase,
M Growth in the financial and
business services sectors in the
Central Wits was about half that
registered in Cape Town and the
rest of South Africa.
. Professor Richard Tomlinson,
who heads the Metropolitan
Chamber's economic develop-
ment working group, said that
the workshop could: pave the
way for & new economic pariner-
sh.lp for the metropolitan region.

¢ _There will be input from Cape
Town, where the Western Cape
Economic Development Forum
(Wesgr‘o) has :already: taken'root

(2|92 ‘

THE economic woes of
the Central
Witwatersrand area
will be discussed at a
workshop today.

v

firmly, and from Durban, where
a parallel process is under way.
Wesgro chief executive David
Bridgman, one of the key players
in the Cape forum, said he be-

lieved the institution was “indis-

pensable” as it had established
common ground and a way for-
ward for two divergent sireams
of development — the old “es-
tablishment” approach and new
community initiatives.

Agree

“It is & slow, step—by—step pro-
cess, not without its frustra-
tions,” commented Bridgman.
Bat the forum -— which, em-
braces labour, business, various
tiers of government, political
parties, parastatal bodies;.and
civic interests — had beén able
to agree on focal areas forispe-
cialist commissions. o

And, after just six months,
members were ‘approaching
convergenbe on the develop-
ment strategies to be employed.
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"‘Consumer boycott
‘ il

PRETORIA — The Mamelodi Civic
Association threatened yesterday to

boycott following

| “girangle” Pretoria with a consumer

the announcement

that electricity rationing would be in-
troduced to the township tomorrow.

*The Pretoria City Council, which acts as

" administrator for Mamelodi, said yester-

I day that electricity rationing, scaled down
vefuse removal services and possible cuts
‘in municipal employees’ wages had be-
* come necessary due o the parlous state of
the township’s finances.

*  Mamelodi Town Clerk Koos Nel said the
* township's residents owed almost R90m in
services arrears, while the Mamelodi
Town Council owed Pretoria R42m and
miillions more to other creditors.

_“The Mamelodi City Council is now
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penniless,” he said.

had.decided to cut

. As Mamelodi's administrator, Pretoria

drastically munieipal

services expenses in the township.

+~ From tomorrow,
provided to Mamelo

electricity would be
di only from midnight

until 10am and from 5pm to 7pm, he said.
Humane reasons dictated that the eleciri-
city could not be cut off altogether.

. The scaling down

of refuse removal and

sfyrther drastic measures”, inciuding
g municipal personnel salary reductions,
" also would be consi

dered, Nel said.

lolgla%

[ ADRIAN HADLAND B

The Mamelodi Civic Association and the.
Pretoria City Council had agreed in Febru-
ary this year to impose a flat monthly rate
of R50 on residents, parily to address the
arrears and to instil a culfure of payment.

However, Nel said yesterday the Mame-
lodi council coutd not ‘make ends meet with
the flat rate and proposed a new R200 levy.

“The residents of Mamelodi are urged to
pay their full municipal accounts to pre-
vent more cost-cuiting measures and the
total collapse of m icipal services,” he
said. ‘Z‘ '

But the civic association reacted angrily
yesterday to the rationj a.nd)the pro-
posed cutbacks.

«ye will galvanise thew ole Commun-
ity into unprecedented mass action,” a civ-
ic statement said.

This included the non-payment of the
R50 levy and court action against the Pre-
toria City Council to prevent electricity
rationing and salary reductions.

“{e will strangle Pretoria with a con-
sumer boycott,” the statement added.

The community would be encouraged to
pay meore than H50 monthly if corruption
was investigated and the remaining Ma-
meledi councillors dismissed, the state-
ment said.




‘Crime driven by
money problems’

DIRK VAN EEDEN.. =§-

PRETORIA — Economic probiéins
were probably the biggest factor con-
tributing to erime, Deputy Justice Min-
ister Sheila Camerer said yesterday.

Speaking at a conference on crinte
prevention in Pretoria yesterday, Cd:
merer said politically motivated vio;
lent crimes constituted ony 0,72% &F
all serious erimes last year. - {Cuf

More than 65% of all erimes in 1992
had been aimed at acgui roperty
or basic necessities. %iﬂ L

Crime kad increased by only 1,49% in

1992, yet the public felt they w
closer contact with crlme.lcg Igeleg
Ways had to be fourd to reverse this
perception, or people would take the
Iaw into their own hands. o
The law not only had to succeed, it
had to be seen to succeed, she said,.”
It was of little value if criminalg
were arrested quickly, but court ap-
pearances were postponed and the pib:
lic was left with the impression that the
law did not succeed. g
Lawyers had to find ways of keeping
unnecessary civil cases from clogging
the system and avoid postponements;
Police should make sure witnesses
showed up for court appearances and
do their investigatiops as thoroughly as
possible. z{' ‘1‘3 T
Courts had to take more time to ex-
plain senténces to the public and make
more use of community service as'a
sentence option. i
It was a universal phenomencn that
the combating of crime and the admini-
stration of justice should be subject to
constant serutiny. S
It should constantly adapt to kesp
abreast of developments and changes
in society’s needs. e
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CAPE TOWN — Furniture, applianc nd
sports goods retailer Morkels had slipped
behind its; targets in its first quarter of
trading (hut would probably still achieve
the 25% growth in profit projected for the
full yearyto end March, group MD Carl
Jansen told, the annual meeting yesterday.

A 5% -jnerease in turnover to R335m
(R318m) and a 25% rise in earnings a share
to 17,9¢ (14,3¢) (without taking into aceount
tax rate changes and the secondary fax on
companies) has been forecast.

Trading in the first quarter was difficult,
especially after the assassination of SACP

leader ¢hris Hani and the subsequent
violencd,_ 2>

Jansen said the pressures of unemploy-
ment-on the retail sector had become “pu-
nitive’;as customers found it hard to meet
their obligations or to commit themselves
to long-term debt, .

) He, said action had been taken in all

&E}élswq C g__gve
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i LINDA ENSOR

divisions to control margins and costs to v

ensure the group’s objectives were -
achieved. The targets were attainable pro-

yided there was a modicum of political

stability and a reasonable opportunity for
the markets to achieve equilibrium.

A 10% provision was made for bad debts
but Jansen said this was not fully utilised.

He did not believe Morkels would be
affected by the realignment of the furni-
ture sector following the JD Group's take-
over of Rusfurn. The merger would not
change the nature of the pressures on the
group and the niche in which it operated. .

Jansen said Morkels’ market share had
remained fairly constant over the years. .
Chairman Rian Pauw added that the
group’s, main objective was not to gain
market share but to improve the quality of
the business,

targets
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TJ{E oountrys most mﬂu- '

ential company lawyers
have embarked on a major-
new task: preparing de- -
tailed proposals, for
-changes in company law to,
present ta the new’ govern-
ment as soon as-it takes
over,

pany law as oatdated and
inhibiting to btisiness, In
addition, problems of"
foremg theylaw meant_ th
even'provisions: mtendecf
protéet. minority: share
holders were often meffe

thiorough Yevision. of,,com:"
pany :law, . althiongh'™ the
chaumhnr oi the Harmfil:
Practices Board, Professor
Loulse Tager suggested
the Compames ‘Act be. comu
pletely:scrapped :

- The confererice launched |

the ﬁrst phase of a: signifi-
cantreyiew’, of ‘eompany -
law..3 his nitroduction to.
the. conference, Mr Jistice
Richard ‘Goldstone, cliair-
man 'of 'the Standlngu‘Ad-»
visory, Corhimittee, oh; ¢om-
pany:. rlaw, said’ leglslatmn
should be brought intd line
mth"the country’s . main
tradlpg partners A

Control

Tlus meant “choosmg
whether to keep -to'the
Enghshntradltmn on which
the South Afr:can law has
been'based, or looking: else~
where; for- models such’ a§
the European Community'
and the' US: -

Al 1second 1mportant‘.

debate - ‘was | whethér - the.
law- " should - provrde for

workerxpartlczpatmn “in |
comphny ¢ontrol and, 1f 50,

-,[7\\

how. 1, “

.The judge: said. company
law “.could - help, ‘correct
1nequa11t1es
through centuries of ; dis:s

: crumnation To achleve so-' T

cial justice, however, COMm-
pany-law had to be séen'to
be working'for the beneflt

'H

of the majorrty :

Aﬁter presentatlons by |

fntérnational™ .experts

about ‘otHer! countries” sys- -

tems; :delegates - deoldedt
that ithe - advisory-: com-,
mlttee should" contmue re-
searchmg possrble changes

B

s compan

By CARMEL RICKARD

to the law, consu_ltmg
widely to draw up propos-
als. These would be pre-
sented to the new govern-
‘ment 'so that decisions
about changes to company

tickly :as ‘possible.
"Hesearchers will try to
find . ways of involving

......

workers in the manage-

Id be made as .
Delegates at a confer- . “laxy cou

ence in Johannesburg last - ¢
week described some.:
aspects of existing com- -

" They Said the emphasrs

at:f

Many speakers urgeds 3.,

. ereated,

ment of companies. They

willalse estlgateaform
of company, appropriate
beyond this country's bor-
ders, which could facilitate
a pDSSlbIe futnre southern
African trade bloc. i
Delegates also »ungeﬂ 4

revision of companyr;llaw
msolvency _provisions,”

of insolvency law should be
on keeping companies
alive rather than on ligui-
dating their assets,




~ON paper it may look as if
‘Wooliru subsidiary Mass-

‘mart got the short end of
‘the stick in the tripartite
Rusfurn deal.

But after seven menths of
tongh, sometimes touch-and-
go megotiations, all parties
wnm celebrating a mm&mﬁamm

as positive spinoffs. for

concerned. am..lnu

. In the first leg of the trans-
“action, W&A subsidiary JD
Group will pay R85-millicn
for the Rusfurn furniture re-
tailing group, which includes
Dion Stores, Russells and Ru-
dicks. JD will immediately
hive off Dion to Massmart for

E?Bmﬁaa%l

Massmart chief executive
Mark Lamberti says: “For
R90-million, Massmart gets

access to a 20-store mass-
merchandise chain which isa

household name and has a

turnover of more than R600-
million a year.”
Dion’s net asset value is

R45-mitlion,
Absa rids itself of the last

. B&om.%_du_ma account it in-

- herit

from Bankorp — ata

much better price than had
heen envisaged. It gets
around R75-million of the
price tag plus R26-million in
arrear dividends. The balance
goes to other Rusfurn‘deben-
ture and shareholders. Rus-
furn’s net asset value was ap-
proximately Ra6-million.

By CHERILYN IRETON

Absa also recovers some of
the multimillion-rand provi-
sions set aside in case Rus-
furn folded.

JD Group doubles its size,
rationalises the furniture re-
tail business and together
with mentors W&A and Tren-
cor receives an asset with
considerable potential.

Rusfurn’s debt will be cut
by two-thirds from R406-mil-
lion to R128-million with the
proceeds of the Dion sale and
rights issue. JD will bave 600
stores with a turnover of
more than R1,3-billion.

After many proposals
were thrown about between
the heavyweight negotiators
of both teams, the deal final-
iy aceepted was one propesed
by Absa aed includes an in-
creased price tag as wellas a
better deal for Rusfurn
shareholders.

The price paid is eguiv-
alent to 30,6 cents a Rusfurn
share and compares with the
JSE trading price of 30 cents.
It is also 22% higher than the
price at which Rusfurn was
trading prior to the start of
negotiations.

‘Winners only

of JD by investing a further
R26-million in the group. This
is its first investment in furni-
ture retailing.

Mr Lamberti says: “We
have a lot of faith in David
Susman and his team. We will
have a representative on the
board to look after our invest-
ment.”

Massmart conducted a due
diligence report and market
research before settling on its
role. Mr Lamberti says Dion
is in better shape than most
believe. “Dion was out of
place in a credit-driven furni-
ture conglomerate. The finan-
cial and management trou-
bles at Rusfurn of the past
few years forced it into a de-
fensive mode.”

The purchase, which will
lift Massmart’s turnover po-
tential to R3,2-billion a year,
will have an impact on profits
in the current year.

“It will not be too signifi-
cant because we have some
cleaning up to do. In the long-
er term it strengthens our po-
sition as a general mass mer-
chandiser. It gives us leeway
to import more exclusive
_goods because we will have a
bigger spread and the oppor-
tunity to focus on key suppli-

. =~ers: It also gives us leverage

So keen was cash-flush i¢*on margins,” 'says Mr Lam-

Massmart to get ifs hands on
Dion that it agreed to helpa

He is determined not to

facilitate the recapitalisation” {amper with Massmart’s ex-
|
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isting businesses, which in-
clude wholesaler Makro,
Makroffice, liquor chain Drop
Inn and club wholesaler
Shield. Market research indi-
cates only a 6% overlap be-
tween the Makro and Dion
customer base.

Massmart has two tasks, It
will start preparing Dion fer
Christmas to make sure it
corners what turnover there
is and at the same time it will
begin refocusing the group.

Mr Lamberti says: “You
won't se¢ much of Massmart
on the aequisition side for a
while. We've got to digest this
one and it will take a year or
two to settle down and for us
to find the synergies between
Dion and Makro.”

usfurn sale
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Dion will remain primarily
a cash-driven business. Big
chain merchandising tech-
niques are swinging to shap-
ing the profile of each shop to
the profile of the community.
This is the way Dien will go.

Dien has been on Mass-
mart’s acquisition list since
1989. Each time negotiations
began, there were manage-
ment changes, either at Rus-
furn or Absa.

The restracturing of Absa’s
exposure to FSI forced the
suspension of talks for Rus-
furn. They were reopened
earlier this year after Tren-
cor tock a major stake in FSL

_ From Massmart’s side the
list of individual negotiating

MASSMART'S MARK LAMBERTL: 1t will take a year or two to settle down and find the synergies’

partners is formidable and in-
cludes Geoff Austin, Hennie
van der Merwe, Piet Lieben-
berg, Laurie Korsten, Phillip
Jacohson and Piet Baden-
horst.

Dion’s future rests on the
assumption that as people
move into more stable hous-
ing environments, they will
buy durable ard semi-durable
goods. Mr Lamberti sees op-
portunities in secondary ur-
ban markets, which are pres-

ently unable to justify the

very large Makro outlets.
These areas could be pene-
trated by a combination of a
Shield member servicing the
food and grocery segient,
and a Dion store providing
general merchandise.

Its high consumer aware-
ness and support makes it
dominant in certain product
categories.

“We believe in the concept
of category dominance and
anticipate that in conjunction
with Makro's existing non-
food business, we will be able
to entrench Massmart’s im-
portanee in_certain product
categories. In other product
areas where neither Dion nor
Makro alone has been able o
achieve critical mass, there
will be new opportunities
created by combined pro-
curement expertise and buy-
ing power, especially when
dealing with imported goods
and private label pro-
grammes.”




MORKELSFw 3/i2laz
Question of straiegy

Pre-interest profit for the six months to end-
September fell by a disappointingly steep
26%, but this was because of strategy rather
than poor operating management or the dif-
ficult trading environment. It should be seen
in the light of the 30% decline in interest
paid. (30

Management Bas adopted the unusual tac-
tic of using selected suppliers to finance,
directly, sales to selected customers. These
sales are treated in the accounts as cash
transactions. It saves interest payments on
borrowings that would have been incurred to
fund additional debtors. Because of this in-
novation, pre-tax profit was the same as in
the first half of 1992. The additional boost
from a lower tax rate enabled a 15% increase
in after-tax profit. EPS rose similarly.

With debtor funding reduced, working
capital could be cut; short-term loans de-
clined by R8m. Productivity was improved
through better merchandise controls. The
debt:equity ratio declined, strengthening the
balance sheet, though there is still some way
to go before it looks really healthy. In all, the
result is a pleasing one, concluded during a

tough trading period.
The after-tax profit of R9,8m posted in

the year to March 1993 was boosted by a:

once-off tax credit of R3,8m. Had this not
been included, last year's profit would have
been R6m. There are encouraging signs that
this figure will be comfortably exceeded in
financial 1994.

But as MD Carl Jansen points out, that
will depend on trading between now and the
end of December. He says there are a few
indications that activity during the critical
third quarter, which inciudes Christmas, will
be better than could have been expected six
months ago — though even then he was
shooting for a 25% rise in earnings to R7,5m.
It’s now looking as though this could happen.
Trading through October and the first few
weeks of November has picked up.

One analyst says be is surprised that the
company — and the furniture trade in gener-
al -—— has done as well as it has considering all
the adversities it faces. He believes that the
furniture industry has shown strong underly-
ing demand and, assuming the political situ-
ation does not deteriorate between now and
the April elections, it could take off if the
economy improves.

Perhaps now is the time to invest in furni-
ture store shares. Morkels is prominent in its
marketing strategy, if not in size, compared

to its competitors. Gerald Hirshon
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WEEKLY MAlL/ SPECIAL SURVEY

THE WEEKLY MAIL & GUARDIAN
December 3109 1993

. We asked 100 business leaders about their
hopes and fears for the new South Africa.

The results may surprise you ...

SPE, Cl
SURTEE
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BUSINESS
_ TOP 109

-What business really wants

OUTH Africa’s top busi-
ness people are committed

to staying in the country [Business improving?

and seeing the transition -
through. They are over-
whelmingly optimistic
about the future and are eager to live,
and get on with business, under a
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» ness under a new African National Con-
) gress-led democratic government. They
also seem committed to contributing to
the development of the broader com-
munity and black advancement.

Top business people were split along
racial lines on the desirabilty of a wealth

democratically elected goverment.

They are also showing a strong commit-
ment to eng with their community
and contributing to black empowerment
and social investment.

They do, however, fear economic mis-
management by a new government and
an inability to deliver on promises,

But there are major changes in their
political thinking and the way they are
likely to vote. (See separate story.)

These are some of the findings of a sur-
vey of business leaders commissioned by
the Weekly Mail & Guardian, the SA
Chamber of Business and SABC’s Agen-
da. The researchers conducted in-depth
interviews with a wide range of business

people, including a cross-section of race,
gender, region, language and business
sector.

The survey, conducted by the indepen-
dent socio-political research agency
CASE, found that only 14 percent had
serfously considered emigration and four
percent were contemplating it.

On the other hand, 85 percent predict-
ed an optimistic future for their children
or grandchildren. Many gave their rea-
sons for optimism as the unleashing of
the couniry's potential, or that “it is one of
the best places in the world to Live™,

“Some noted that while young people
would have to work harder, this would be
salutary,” remarks researcher Professor

Mark Orkin.

Attitudes toward the transition itself
seemed mostly positive. Two adjectives
cropped up most frequently when busi-
ness people were asked how they would
describe the transition, “challenging” (34
percent) and “fascina (22 percent).

The word “difficult” {22 percent) was a
frequent and more equivocal response.
But there were notably fewer negative
responses: “stressful”, “traumatic™ and
“unpredictable” were registered at four to
five percent each.

The survey reveals changes in the polit-
ical opinions of senior executives, who are
mostly white and English-speaking.

tax and to union participation in deci-
sion-making on investments.

Most whites oppose both but the black
respondents were divided on the wealth
tax and favoured union participation.

The respondents were asked about
their biggest fear and most exciting
prospect. Their four main fears were eco-
nomic mismanagement by the new gov-
ernment (20 percent), its inability to deliv-
er (16 percent), socialist policies (11 per-
cent) and instability (8 percent).

What excites them are “economic
growth” (21 percent), “democracy” (16
percent), “world trade” {14 percent),
“peace” (nine percent), and “freedom”
{nine percent).

Give us anyone ... but
please, not Buthelezi

Mangosuthu Buthelezi
was once the darling of
business. But a year of
stone-walling has lost
him a key constituency.
By ANTON HARBER

USINESS leaders are back-

ing Nelson Mandela for the

presidency and turning

away in droves from Chief
Mangosuthu Buthelezi.

This is just one of the many
changes in business attitudes sig-
nalled by the Weekly Mail & Guardian
survey of the opinions of business
leaders.

A surprising 68 percent named
Mandela as first choice as president,
and not one respondent chose
Buthelezi. Thirty-two percent chose
FW de Klerk, though he did much
better among Afrikaans-speakers (80
percent).

Business people cited Mandela’s
“personal qualitles and nobility” (27
percent), that he represents stability
and peace {14 percent}and his states-
manship (11 percent).

They had harsh words for
Buthelezi. In explaining why they did
not want him as president, 36 per-
cent cited his personality, saying he
was power-hungry or irrationat, 21
percent said he holds South Africa to
ransom and 11 percent said he had
no political base.

Asked which of these three they
would least like for president, an
overwhelming 89 percent said
Buthelezi, seven percent said Man-
dela and four percent De Klerk.

Our survey also found that busi-
ness leaders — white and black, male
and female:

@ Are eager for the April election to
happen and view any possible post-

Most are enthusiastic about doing busi-

ponemment as “disastrous”.

® Are wiliing to address the socio-
economic legacy of apartheid.

@ Are no longer so concerned about
some of old bogeymen. Much reduced
is the concern over the South African
Communist Party and nationatisa-
tion; much higher is the concern over
the far-rightwing and the potential for
Freedom Alliance disruption of the
elections.

Ninety-two percent said they are
not concerned about a threat of
nationalisation. Only 19 percent said
they take the SACP seriously, while
68 percent said not at all; but 39 per-
cent take the Freedom Alliance seri-
ously and 31 percent not.

Only four percent said they viewed
kwaZulu secesslon as a viable idea.

There is even some support for a
wealth tax. Fourteen percent said
there should be one (with 40 percent
of these saying it should be one-off;
20 percent saying it must be dis-
cussed with business; 13 percent
saying it was inevitable; and seven
percent saying it should only be
aimed at monied families). Twenty-
three percent accepted it conditional-
Iy and 63 percent were against it.

Views were divided on corruption:
26 percent said it would increase,
while 24 percent it would decrease.

\\\\\\%

Women show a united front on politics

LL the businesswomen sur- and businessmen do show some
veyed felt Nelson Mandela

convergence — only narrowly in

none had considered or was con-
sidering emigrating.

special measures felt that men
should be more adaptable and

the best cholce for pres-  Top businesswomen were more favour. companies should create opportu-
ident. All felt the outlook for bust- apprehensive about unbundling, at  Of those who answered the ques- nitles; opponenis sald that women
ness was improving. 22 percent, than the sample aver- tion, nearly the same percentage themselves felt inadequate about

Businesswomen displayed more
unified opinions in a number of
areas than thejr male counterparts.
All the women surveyed were opti-
mistic about the future for their
children or grandchildren, and

age of seven percent.

More women (67 percent) wanted
the death penalty reintroduced
than men {52 percent).

When it comes to affirmative
action for women, businesswomen

agreed or disagreed with “special
arrangements for women in senior
positions” {55 percent of men and
56 percent of womnen in favour).
According to CASE researcher
Mark Orkin, “female proponents of

stepping into available senior posi-
tions — indeed, that this was a
‘South African disease’ — or that
affirmative action measures are too
expensive.”

Survey continues overleaf =

R . LT T
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T does business really want in this crucial period
the run-up to our first democratic elections? Have
thelr views changed? How are they likely to vote?

We commissioned the independent soclo-political con-
sultancy CASE, headed by Professor Mark Orkin, to phone
a range of business leaders — men and women, black and
white, Afrikaans- and English-speaking, from all the gec-
tors and all the provinces — and solicit their views anony-

including chief executives

10 women; 72 English and

mously and in-depth. We planned the survey along with o
the SA Chamber of Business (Sacob) and SABC's TV-1.
The researchers interviewed 100 business leaders,

largest listed companies; representatives of all sectors; 25
leading unlisted companies, both local and foreign-owned;
five major parastatals; including 82 whites and 18 blacks;
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Years of recession have
not destroyed the ability
of business to hope for
better times ahead,
reports Reg Rumney

ORE than four-fifths, or

87 percent, of business

leaders interviewed felt

the outlook for the econ-
omy was improving,

'I‘Slrﬂs might reflect the rise in real
grass domeste product recorded in
the third quarter of this year, and a
change in the business mood
helped along by several factors,
including the inflow of foreign
money into the Johannesburg
Stock Exchange after the World
Trade Centre agreement.

However, more than two-thirds
(71 percent) of black and white cor-
respondents felt the cutlook would
be even more favourable after the
election — most citing the Increased

TS A RS e Rew Spporians
fes and investment that would flow
after the installation of 3 legitimate
Eovernment,

A sceptical minority worried
about African National Congress
policies, especially on the free mar-
ket and violence,

At the National Economic Forurg
(NEF) business, labour and the pre-
sent government have been experi-
menting with what could be the

A clear willingness to he

Business shows a new
openness to such ideas as
social responsibility and
affirmative action,

reports Reg Rumney

OUTH Africa's business
people are not about to dis-
card their duty to the
broader soclety.

The companies of 90 percent of
the respondents to the survey had
social responstbility programmes in
operation and more than two-
thirds {69 percent} expected to

an:
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basis of a future soclal contract,
As an indication of hope that con-

SENnsus on economic policy can be
roannrhod 21 paescnt “f roopemdontas

think the NEF has been effective.

Nationalisation used to be a hot
issue with business. No mare, Only
Scven percent of respondents saw
nationalisation as a “real threat”.

Other real threats have replaced
It —and ones on which blacks and
whites are clearly divided.

Sixty percent of whites opposed
“unbundling” as a way of undoing
the concentration of economic
power: 83 percent of blacks

Increase such spending,

The respondents were asked a
series of questions about the chal-
lenges facing the government and
where they saw their own role.

They were asked what problems

the new government should
be tackled first. Respondents
viewed unemployment and Job cre-
atfon (34 percent) as top priorities,
Behind this came education and
training (14 percent), violence (13
percent} and housing (12 percent),

While economic growth came out
as most important for only 10 per-
cent, respondents were asked more
detailed questions about Jobless-
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: unbundling (80 percent) than the
} sample average.

7

Hanngers were less Hkely to have-
. Bnafliomative ation policy for blacke 82 per-

about taking up sexdor posttions or that affir.
aifirmative Juative action for women was too expensive,

favoured it,

“‘Opponents argued that
unbundling was futile,” says
CASE researcher Mark Orkin, “or
would fail, or that power was not
unduly concentrated in any case;
proponents locked to anti-trust
legislation and urged that it
should be equitably applied.”

Top businesswomen were more
apprehensive about nationalisa-
tlon (22 percent of women) than
the seven percent average; they
were more supportive of

Most white business people
Oppose a wealth tax (70 percent)
with only 10 percent supportingit.
Blacks support such a tax in equal

proportions (33 percent for and

against). The rest in both cases [

were undecided or feli it should be
conditional.

Many of those who favoured the
tax felt it should be a one-off.
Many who opposed it felt it would

stifle business initiative or cause )

vanigratlon, or that taxes were
already too high.

Business people were asked
what the new government should
do about the bloated civi] service,
The most frequent answers centred
on what Orkin calls the Three Rs:
reduce, retrench, retire.

“Close behind came pleas for
Increased efficiency (18 percent)
plus some awareness of the need to
include ANC people (11 percent),
and implement affirmative action

ness and job creation which seem
to indicate they view economic
growth as the solution to the unem-
ployment problem.

In answer to a separate question
about what the future governumnent
should de about unemployment,
16 percent of respondents stressed
creating an environment conducive
lo economic growth and invest-
ment.

Other frequent responses were in
line with the various scenarios
which have shaped popular think-
Ing on economics and even the
Congress of South African Trade
Unions' reconstruction Programme

ppouents
cquate

M walet e

(eight percent). Others were dubi-
ous (12 percent) and felt that the
new government would be tempted
to bloat it even further, especially
with ANC supporters.”

Opinion was divided equally on
nepotism and corrupton in the new
South Africa. Roughly a quarter
each of the respondents thought
the situation would improve (24

In their emphasis on public works
(nine percent), housing (eight per-
cent) and infrastructure (five per-
cent). Yet other priorites were smalt
business {seven percent), the infor-
mal sector {five percent) or youth
Projects and job creation schemes
(about five percent each).
Respondents’ own job creation
Programmes were mainly directed
at promoting smail business devel-
opment through Subcontracting
and franchising (17 percent), train.
Ing opportunities for retrenched
workers (five percent), and bur:
schemes (four percent), Only a cou-
Ple mentioned labour-intensive
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by compa. Those companies with less than one peroent - @MM@&@M@ merit anit that the |
#nltnre’of the' company would
Yor wbmen not, to feel allensted. -

‘ ; _ ¢ Ot average, these whose spouses work
Hlacks were more likely than whites o sup-
part these special avmngements, Rut women

pmpomts of speelal mentures folk

percent) or deteriorate (26 percent),
or stay the same (27 percent). The
rest felt unsure.

De Kierk supporters were Hkelier
to expect deterioration (45 percent)
than Mandela supporters (16 per-
cent). Those who expected Improve-
ment alluded mainly to the
Increased “transparency” that has
been demanded in recent years,

Ip accelerate change

‘Programmes and discussion with
trade unions (two percent each),

A good many seem io be doing
nothing at all about increasing
employment (38 percent), or were
even adding to unemployment by
increasing productivity (34 percent)
or intensifying mechanisation (13
percent).

A separate question on violence
elicited multiple likely causes.

About a tenth each mentioned
competition between political par-
ties, or economic factors such as

sary - poverty and unemployment. Anoth-

er tenth of replies blamed the state
in some form, whether a third force,
the security forces, or the govern-
ment. Around seven percent men-
toned gang warfare, and only then
was the confrontation between the
Inkatha Freedom Party and the
ANC specifically named, by five per-
cent.

Suggestions about solving the
problem tended to be conventional,
Two main suggestions were helping
teach democratic values by involve-
ment in peace structures (25 per-
cent of mentions) and creating jobs,
or furthering economic growth
{another 25 percent).

On the third top priority, educa-
tion and training, business sug-
gested government focus on
teacher upgrading and create a sin-
gle educatlon department.
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Keys tops the popularity polls
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popular ... at the same
time. By Reg Rumney

EREK KEYS
should stay on as
finance minister
In the new govern-

Democracy 16%
World & 4%
! I='¢ap°arr:‘=!¢a_m‘!o gi%ﬁ
1 Olympics

Bunglin

‘ can de%iver 8% 2
Sooalism %1%‘:
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ment, according
to 89 percent of tiie business
people surveyed.

The general feeling, accord-
ing to the survey, was “he’s
doing a great job"; and is “a
businessman who knows what
4 the business community
1 wants". Half the black busi-
nessmen surveyed supported
him,

African National Congress
Department of Economic Plan-

those who answered felt posi-
tive about his becoming a min-
Ister, citing his evident ability,
and using words like “talent-
ed”, “articulate”, and “astute”.
Among English-language

ments were the most colourful
of the whole survey, with one
remark being that Naidoo
“looks like the devil”, and
another commenting, “Hor-
rorst”

and African-language speakers ~ Survey director Professor

52 and 56 percent respectively Mark Orkin suggests the posi-

welcomed the jdea, with only  tive reaction to someone who @ What do you think of Jay

27 percent of Afrikaans speak-  obviously stirs strong emotions Naidoo as a cabinet minister?

ers favouring it. suggests it indicates a realistic  Positive 47%
Only about a quarter were anticipation by thoughtful Negative 27%

actively hostile, but their com- business people to the future. ~ Mixed feelings  25%

Derek Keys ... Supported by half the black respondents

ning head Trevor Manuel was
the only other name men-
tioned, by four of the hundred
.. ] respondents, three of them

4 black.

. But around 30 percent of
"l Keys' supporters felt Manuel

i | should be his deputy, and a
further 10 percent, although
they preferred Keys, thought
he was “good”,

The prospect of former Con-
gress of South African Trade
Unions secretary general Jay
il Naidoo sitting in the same
cabinet as Keys and Manuel
4 made some respondents dis-
concerted. But 47 percent of

Still the old unease

about union muscle

ILE the survey shows the
‘ ?‘ } National Economic Forum in a
flattering light, business stilt

puts limits on labour’s role in business,

Around 94 percent of respondents
granted that unions should play a role
during retrenchment exercises. However,
three quarters of respondents were
opposed to unions having a say in invest-
ment decisions.

Opposition was highest among
Afrikaans-speakers, at 87 percent,

Among white respondents the higher
the proportion of black sentor ers
In their companies, the greater the pro-
portion or respondents supporting union
Involvement in investment decisions.

Only among black business people
was a majority (60 percent) in favour.

On strikes and lockouts, the most pop-
ular view (28 percent) was that one is
quid pro quo for the other; or that such
actions are the province of labour law,
which in South Africa they considered to
be quite advanced, rather than a Bill of
Rights (11 percent),

A small number of replies emphasised
that confrontation was unnecessary and
arose from misunderstanding of the rele-
vant clauses in legislation debated at
Kempton Park (four percent). Another
small group (five percent) argued that
lockouts were inhumane,

Least favourite ... George Bartlettt

Business does seem to agree with

labour on one thing — the fuel price fias-
co.
Almost all respondents agreed it was a
lesson in how ntot to proceed. “Badly han-
dled,” “a shambles™, *unnecessary”, “lack
of control”, “(Energy Minister George)
Bartlett should have resigned”, “arro-
gant” and “dishonest” accounted for 68
percent-of the replies.
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Sexism, Trust in Formation)

Does your organisation need to learn and understand why and
how it needs to change to remain relevant in the rapidly chang-
ing environment in South Africa?

| The CARAS Trust (in formation) can assist in the development
and the implementation of new, viable and sustainable ways to
facilitate change in organisational structures and values, thus
empowering people to develop to their full potential. The princi-
pal object of the Trust is to provide guidance and instruction on
ways to eliminate racism and sexism in South Africa. It also con-
ducts research into racism and sexism and trains trainers and
educators to disseminate information on the elimination of these
practices.

The Trust invites applications/enquiries from individuals and
| members of organisations '

— to attend an open course on understanding racism and
developing good practice in the workplace;

— 1o be trained and accredited as trainers. Applicants
should enclose a curriculum vitae:

— who are interested in the work of the Trust.

The Administrator
CARAS Trust,
P O Box 1500
CAPE TOWN 8000

Respond to:




)

Prbfi able Christmas expécted

Retailers smile
as sal
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REDUCTION in
morigage interest
rates, higher gold
price, and good rains
cited as reasons for
buoyancy
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E8Y DEREK TOMMEY
Shopkeepers are happier than

they have 1&1 for geveral
years. B@
Retail sale especially on

credit — are much higher than
and shopkeepers are

looking for their most-profit-

able Christmas in years. *

In mid-November, the 100
top retall groups told the Cen-
tral Statistical Service that
they expected the month's
sales to be around 12 percent
higher than in the same month
last year. :

Last night the heads of sev-

. eral groups confirmed that the
12 percent sales increase had

been achieved in many aress, -

especlally in fextiles, and to &
lesser extent in furnfture.

Food sales have also shown

a bigger-than-expected in-
Sid Muller, MD of Wool-
worths, said textile sales were
more than 12 percent higher in
November. '
He attributed the improve-

es surge
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ment to better public senti-
ment and a tight rein on
prices. .

Terry Weyer, planning di-
rector of Foschini, also saw a
strong rise in sales.

He said the 12 percent fig-
ure forecast by retailers was
we]l within the group's experi-
ence.

Hymie Sibul, chief executive
of Prefeor, said for the past
month there had been a spring
in the public's step.

Prefeor operates 235 stores
in.the Beare's, Game and Bee
{ee stores group.

November ended with texiile
sales up more than 12 percent
on last year's figure. Furni-
ture sales were up 12 percent,

Most purchases were being
made on credit, he said. But
collections were spot on, which
provided grounds for confi-

dence.

(areth Ackerman, joint MD
of Pick 'n Pay, said November
sales had been better than ex-
pected, with a six percent in-
crease in turnover. v

The public was going fo
basics and seeking value for
money, buying simple toys and
not electronic ones.

A special line of Christmas
glts costing less than R20 was
selling well.

Factors ecited for the im-
provement in retail sales in-
cluded the reductions in inter-
est rates on mortgages, which
had helped house buyers; the
upsurge in the gold price,
which had restored confidence
in the gold mining industry
and made people more will-
ing to spend; and the good
rains, which had put the agri-
cultural sector back on its feet,
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Businéss Staff
SHOPKEEPERS are happier than
they have been for several years.

Retail sales - especially on credit
— are much higher thun expected
and shopkeepers are looking to their
most profitable Christmas in years.

In mid-November, the 100 top re-
tail ‘groups told Central Statistical
Services that they expected the
month's‘sales to be around 12 percent
higher fhan in the same month last
year. (" ‘

Last¥night the heads of several
groups confirmed that the 12 percent
sales ‘increase had been achieved in
many areas, especially in textiles,
and to a lesser extent in furniture.

Food.sajes have also shown a big-
ger-than-expected increase,

Sid -Muiler, MD of Woolworths, said
textile sales were more than 12 per-
cent higher in November,

«He attributed the improvement to
better public sentiment and a tight
rein on prices.

Terry Weyer, planning director of

keepers |
joy as retail s )‘],g@urt

Foschini, ‘also6aw a strong rise in
sales. o
He;said the 12 percent figure fore-
cast by retailers was well within the
group’s experience. :

Hymie Sibul, chief executive of
Prefcor, said for the past month there
had been a spring in the public’s step.

Prefcor operates 235 stores in the
Beare's, Game and Bee Gee stores
group.

November ended with textile sales
up more than 12 percent on last
year’s figure,

Furniture sales were up 12 percent.

Most purchases were being made
on credit, he said. But collections
were spot on, which provided grounds
for confidence,

Gareth Ackerman, joint MD of
Pick 'n Pay, said that Noveriber
sales had been better than expefted,
with a six percent increaselin
turnover, Qe

The public was going for basics
and seeking value for money, buying
simple toys and not electronic ones,
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Interest and tax

Squeeze%

TOILETRIES, _household goods
. and music group Clicks’ interim
earnings to end-October reflec-
ted the effect of poor trading con-
ditions, a switch to interest pay-
ments and a restated tax rate
the previous year. ,
- In what CE Trevor Honeysett de-
seribed as the most difficult trading
conditions .the group had exper-
ienced, earnings a share dropped
9,9% to 4,8¢ (5,33c) after taking into
account the restatement of the pre-
vious year's tax figure. Against the
reported previous year earnings of
4 54c, earnings increased 5,7%.
Honeysett said the tax rate was
higher in the previous interim perlod
than that which was applied for the
full financial 1993 year. To allow for
. meaningful comparison, figures for
the previous interim period have
been restated to reflect the tax rate
for the full year to end-April 1893.
The group, whose retail chains in-
clude Clicks, Diskom and Musica, re-
ported 11.,9% turnover growth to
R477,1m (R426,4m). Honeysett sald
. this was the first time that group
turnover had: not met- budget.
He had warned in September that

{ there were'indications of disappoint--

ingvfirst-half trading. Although the

volume -of: customers was higher,

- “basket spends” were down ag con-
sumers tightened their belis. :
Margins were under pressure, and

1 operating income rose 4,9% to
-R21,5m (R20,5m).

“Clicks moyéd Into interest pay-
merits of R2,6m against R508 000 in-
terest' received in the previous year

on surplus cash arising from a rights

1o

Clicks

MARCIA KLEIN |
igsue, This move resulied in a 10,1%
decline in pre-tax income to R18,5m
from R21m.
Net attributable income was 8,9%
lower at R10,9m (R12,im). The inter-

im dividend was edatigca
share. 209 .
Honeysett sai the"chains had

performed similarly. Generally, Te-
tail chains were under a huge amount
of pressure. Although there were
some signs of the beginning of an
upturn, this would take some time to
kick through, he said,

Results were obviously not as good
as the group would have wanted but
there was a big interest differentlal,
and the treatment of taxation had
affected the hottom line, THe

He said capex during the period
saw Clicks complete the R20m distrl-
bution centre which came on stream
in Angust. Capex also included scan-
ning systems, major extensions to
some stores, and new store growth,
with four Clicks stores, six Diskoms
and 14 Musicas added.

The group was continuing its new
store programme, which . 8ee a
total of 340 stores by year-end — 148
Clicks, 107 Diskom and 85 Musica
stores. ‘

The first six months was historical-
ly the less active trading period. Re-
sults for the full year “would;depend
largely on the mp’s performance
over the Chris period and the
gtate of consumer confidence over .
the next six months”, Honeysett said
he would like to see an earnings im-
provement in the full year.

A
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It: was a. disappointing
half-year for the Clicks
“group, which comprises
the Clicks, Diskom and’
‘Musica retal chains.-

Pre-tax - profit was
down 10, 1percent to

months {0, October.

Restatement

' creased by 5,7 percent. to-
4,8¢, but- aftel taking mto

the préevious year's tax
figure, earnings per
share féll by 9,9 percent.
The interim dividend is
unchanged at 19c. .
Group turnover in-
. creéased by 11,9 pereent

< to RAT? million, » -, . .
‘ CE ’I‘revor Honneysett

- says that it is the ‘first
time that group- turnover
has not met budget,
 “We saw the initial in-
dications of & disappoint-

LS

LSS

R18,9 mil]ion in-the six "

aceount a restatement of ™

“ylirlas

Cllck‘sﬁ disappoints

ing . flrst haIf trading,
which we reported at our
AGM in tember" he
says. R

.- A larger. number of
customers went through

"the group’s tills, but the
:, value of each basket was

down — & sure sign of

- consumer belt-tightening.

There was heavy capi-

"t tal .expenditure during

" Barnings per share m—\ .the period, including

R20 million on the new
Montague Gardens, Cape

. Town distribution centre,

Scanning .

A further Ri5 million
was spent on the intro-.
duction of scanming in all
Western Cape Clicks
stores,

A major extension of
the Cape Town group
stores support centre
was started and four
Clicks stores, six Dis-
koms and 14 Musicas
were opened.




the lead, with executive director Peter
Searle announcing last week that his com-
Pany has exported more than R1-billion
worth of components as semi-knocked
down vehicles to China,

Mercedes-Benz, a major Player in the
region, has just clinched a R1-million deal
to export catalytic converters to Honda n
Thailand

Other development projects being initi-
ated include the Bay Waterfront develop-
ment in Port Elizabeth, worth R50-million;
the three-year contracts wen by Autonet

for a total of R100-million; Latimers Land
Harbour in East London, worth R6-million
for the first phase; rebuilding of Karoo
roads, worth R26-million: and two export
deals by ACS manufacturing and SA Bot-
tling, worth R24-million and R20-million
respectvely.

This capital investment has raised hopes
that there could be an early recovery of the
depleted economies of the Border and
Eastern Cape regions.

University of Port Elizabeth economics
professor Charles Waite said the invest-

Export boom ... Jettas being loaded for the jouniey to China

Capital investment

c ase

E Cape =

deals boost X
. S ymé
A Spate of bjg export ments “can only benefit the economy”.

‘ e The Eastern Cape and Border presently
contracts and development . have to cope with the highest unemploy-
deals have made the : “Thent rates in South Africa,

} business mood inthe Eastern -+ However, despte the high levels of unem-
‘ ployment and poverty in the regions, they
Cape much more upbeat, have been relatively free of violence. This
reports Beverley Garson can be refated to the fact that the region is
- an African National Congress stronghold
’ and that regional political players are
USINESS confidence in the East- working closely on numerous regional

em Capeison the upswingas mil- development projects.
lions of rands are pumped intothe  One of these is the Regional Economic
h regional economy through export Development Forum. All major political
arid development deals. role players, including civics, labour and
Export deals by Volkswagen are taking the business sector form part of the forum.

The forum aims to create a regional “cli-
mate” to increase economic activity and
employment. Forum co-ordinator Valence |
Watson believes all the present investment
Is as a direct result of the forum,

All the developments indicate the grow-
Ing confidence by the business secior in
the region, he said. He feels the region's
stability has created this confidence.

Walte believes this new surge of invest-
ment is psychologically good for the region.
“It creates a positive atmosphere. If people
are thinking positive, it is good for busi-
ness confidence,” he said. i

Waite said the Volkswagen contract is
Important to the region and that the Bay
Waterfront development, in the short term,
will mean further revenue and, in the long
tertn, attract tourists. tor

Not only will these investments bring
revenue to the region, he said, but theywill
also create much-needed Jjob opportunities
and afleviate unemployment,

Watson agreed with this view and said
he believed ihe business commitment to
the region was very important. - Ecna
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#yesterday proposed the

- qﬁl‘aqpph of bold new initiatives
“3imed at radically reshaping

+yindustrial strategies to in-

~efease the economic tempo
_ and the pace of job creation,

Sacob president Spehcer
‘Sterling unveiled the outline
of proposals to taeckle;the
mammoth task via a special
industrial policy forum that
'should operate under the

_wing of th gatiosa.l Econom-
ie Forum

He tolda news conference
in Johannesburg it was vital
to jettison out-moded strate-
gies in order to begin the
wholesale reconstruction of
the manufacturing sector to
make it more competitive in
international terms.

Sterling stressed that the
outline was intended as a dig
cussion document that need-
ed debate and consensus to
ensure full impact, which re-
quired the participation of not
only the private business sec-
tor -and the government, but
also the trade unions and
technology experts.

ical industrial
-policy gavocalex

Political transition, he said,
provided an ideal opportunity
to set new shori- and longer-
term objectives to make the
industrial sector more com-
petitive on world markets.

That would accelerate the
economie motors and, in turn,
bring higher living standards
for the entire population.

South Africaineeded to
heed the lessonsyspelled out
by the emergencesof an in-
creasing number:of Far East
economic tigers, which had
gtarted way behind: SA little
more than a decade ago, but
were racing ahead at formida-
ble speed.

Sterling said huge mistakes
had been made with out-dated
policies that had been en-
forced by former political re-

es.

Industry now had to plan
ahead to anticipate the gradu-
al loss of protection behind
barriers erected to safeguard
the inefficient -— and an end
to government concegssions
and incentive packages, ™

Companies had to ‘competeé
on equal terms with overseas
rivals if they hoped to-survive,
he said.
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sSouthern;to finance

U AR AT L] BT P
Nyanga retail ceritre

Lo Property Edito ) Vs .
SOUTHERN Life is to finance the R30m shopping

centre to be built at Nyanga railway station, ac-
‘ ;:orging‘ to property investment manager Chris Hy-
and. : L

Hyland said they were currently developing a
financial mechanism whereby the -community
would be able to take up a substantial stake in the
development. o7 IR ‘]1;1 o

“We are exploring the Dossibility of a trust fund
or.a shareblock scheme. Other options are also
beiing ‘considered, including drawing in trade
union pension or provident funds,” o

He said the development would take shout 11
months and they were also looking at a system
whereby investors could pay off on 2 monthly basis
during this period so that by the time of comple-
tion'they had built up a unit, . Qs s

The financial structure, he said, should be fina-
lised within a month. The centre is scheduled for
completion by July 1994, )
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Own Correspondent

JOHANNESBURG. — ANC-
linked Thebe Investment Cor-
poration yesterday announced
is entry info South Africa’s
R800m-a-year educational book
publishing market.

Thebe. managing director Mr

linking with international pub-
lisher Maemillan and local pub-

extbook deal'sdaled

Vusi Khanyile gaid Thebe was.

ol?-,'"
lisher Skotaville on terms giving
Thebe 42,5% of a new eompany
called Nolwazi Edugational
Publishers. Macmillan wi]] have
47,5% and Skotaville 10%,
The shares have a:hominal
value of 50c each and Macmillan
is providing R2m to assist Nol-
wazi's start-up. The ecompany's
formation marks Macmillan’s re-
turn to South Africa and puts it
up against five local competitors

- % 2

) jx Tok ield.
Spokesm aidThey wanted
the new company to break with
the tradition of the government
awarding textbook contracts ag a
political favour."As a black-run
.company practising v
action, and ymgﬁg ‘

in the sc

e

‘expected toih
tender for a n
schoolbook needs. £ g
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¢ 42" Business Staff

WESGRO helped 25 businesses
locate to the Cape in the finan-
cial year under reyiew, creating
236 jobs, ard was currently work-
ing with 34 companies consider-
ing investing in' the region, said
the directors in' its annual report
i for the year to June.

T T T e T m T
4 o""‘c“,}"i:;'l-f‘f"sp- 5 z o R i

aSSIS

It also pointed out that R24,8m
had been generated in this man-
ner and adds that “Wesgro has
been struck by the large number

of . jnvestment enquiries which.

we have received and the great

size and - importance of these in-.

ents’’s
Y 'S mlqin
mpanhies that have moved

ts 25 firms relocate

TR

here recently include  UK-based
B-Loony which manufactures
promotional balloons, Belgium-
based Entrepreneur Bertrand
Bernard. which made a substan-

fial investment in the local-fish-

ing industry, and German-com-
pany HLT Laminierungstechnik,
which has opened a new.factory
for laminating equipment,} .
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THERE had been no unpleasant surprises

~for’ furniture retailer JD Group after it
! took management control of jts troubled
“epmpetitor Rusfurn, executive chairman
“David Sussrnan said last week.

“* In August, JD Group —~ which owns
* J6shua Doore, Price & Pride, Bradlows
'and Score — announced it would acquire
“'the Rusfurn group in 2 R85m deal settled

by the issue of shares,

It would then “onsell” Rusfurn subsig-
‘Jary Dion to Wooltru subsidiary Massmart
« for R90,Im cash, and raise R75m in a rights
- offer to recapitalise the business. The pro-

céeds of the rights issue would be ad-
vanced to Rusfurn as a subordinated loan,
“Since JD Group gained control of Rus-

' furn, head office has been rationalised and

Rusfurn has continued cleaning up its debt-

ors’ book, arrears and write-offs,

In every instance, arrears and bad debts
were continuing to come down, Sussman
said at a briefing for analysts,

He said Rusfurn’s management had heen
positive. towards the acquisition, as the
group was once again being placed in.the
hands of furniture retailers, Many of Rus-
furn’s top people had been retained.

Sussman said the acquisition of Rusfurn
— whose major stores are Russells, Ru-
dicks, Giddy’s, Das Haus, Harmony, Mon-
tana, Wanda Frasers and Style & Value —

meant JD Group could obtain econtrol of

R900m of assets for jest R85m.

The deal more than doubled the size of
JD Group, positioned it as market leader in
furniture retailing, and provided signifi-
cant reorganisation benefits. Rusfurn also

e in s IR

IR Ty

“tdying up

T AT T TR R L. - L

B -4

o Rusfurn.

MARCIA KLEIN - i ]

had a high turnaround potentialThe new

enlarged group had over 500 branches,
The acquisition moreover enabled JD

Group to improve the geographie diversifi-

cation of its bra from itsurhan
PWV bias, 2 Eéﬁ 53 ﬁ%

The enlarged JD Group h rnover of |
R1,6bn, and a total market share of 25%. At
the December year-end prior to the acqui- -
sition, JD Group’s turnover was R457,3m, ..
ineluding cash sales, The major eontribu--
tor to the new group’s turnover would be . ;
Russells, followed by JD companiés Josh- "
va Doore, Bradlows and Score, '

The new group’s immediate priorities *
would be to maintain the momentuin of its -
business units, turn Wanda Frasers around,
reduce overheads, manage the integration
of its service departments, and “avoid the
trap of bureaueracy”.

‘Sussman said recently the group would
also focus on improving stockturn+and -
margins, and work more closely with‘sup-«/
pliers. Synergies would result in enormous
cost-saving benefits, i .

Medium term, it aimed to position its
business units to complement one anpther,
and build strong brands. It alse aimed to
move into Africa north of the Limpopo.

Commenting on the furniture industry,
Sussman said the household durables mar-
ket was set for a period of rapid growth.

Inhibiting factors were falling away, he
said. The, “punishing luxury item sur-
charge raies” had been dropped, and
dehbtors’ financing was being taken over by
the banks.

L



B Periodic markets should be created
in rural areas as most South Africans
are out of the effective reach of
services.

ALIDE DASNOIS

Business Staff

THE creation of periodic markets in villages,
small towns and townships would help to cor-
rect distortions caused by apartheid, said
Earth Africa director Norman Reynolds.

There were two distinct economies in South
Africa, Mr Reynolds told delegates to The Argus
retail conference this week.

“One, to which most of the people here belong,
offers efficiency, diversity, economies of scale but
has high entry costs. The other has high unit costs
and little diversity and leaks cash back to the de-
veloped economy.” )

The decline of the rural areas had-forced people

[ ]

1

O COMMERCIAL TALK: Delegates at The

this week.

to buy in the developed economy, often travelling
great distances, or to pay higher prices at local
shops. “The cost of living is in fact higher for the

oor.”
P in some districts of Lebowa, where 860 000 peo-

ple lived, there was no bank. People had to make a
100km round trip to bank their pensions, said Mr
Reynolds. “Yet the average income per family in
this area is R500 a month — and 87 percent of
families earn no income at all.”

Most South Africans lived beyond the effective
reach of services, he said.

Traditionally the “smous” or travelling trader
had operated in time and space. But apartheid had
forced black traders to buy buildings, raising their
overhead costs and trapping them into tiny mar-
kets.

Both government and business tended to think in
static terms, with buildings — clinics, offices and
shops — open and used five days a week. “This is a
South African weakness born of past controls and
of meat and tidy arrangements (everyone in his or
her place), like apartheid.”

Picturer HANNES THIART, s._mmxm:m Argus
Argus retailing conference in Cape Town

€D
peer2sf| 1=

“In general one does not need to visit the post
office or see the agricultural officer every day.
Once a week in the nearby market, and on other
days in neighbouring markets or in the town, 18
enough.”

Periodic markets in the rural areas would pro-
vide people with a place to sell as well as to buy
and would reduce the leakage of cash back to the
towns.

Unit costs of goods and services would be re-
duced.

Instead of, say, 2 000 people present every day of
the week — too few to make the provision of ser-
vices profitable — or spending only R2 a day —
too little to justify a specialist shop — the demand
for the goods and services could be concentrated -
on one day a week.

“The challenge of the future will be the integra-
tion of economic space”, said Mr Reynolds,

“We must reintroduce time fo space, by creating
a point in space where people congregate, like the,
old medieval market.” :

L




tailers are urged
ctailers are urgod

R609 a month while 164 000 peo-

ple scraped 3 living (R104 a }|
month} from scavenging. :

f the future, r

BLACK South Africans will
percent of the popu-
€ vear 2011 and re.
ould be reaching out to
anding marke
Markinor MD Sue Grant
very 100 economi-
blacks supported 8o
This figure wasg
to 58 in the year
living standargs
glaring inequal-
me distribution
persist for some

households earned R2 500 or

lation in th Retailers should not underes-

timate the power of the infor-
mal sector, said Ms Grant. In
1991 this sector contributed 17
percent of the gross domestic

counted for 49 percent of food
cally active groceries and 49 percent of
household furniture, Blacks also
dominated the market in aleo-
holie and non-aleoholie drinks,
cigarettes, footwear, clothing
and textiles,

v
The biggest category in the
formal sector
which employed
in 1990, earning
R422 a month.

likely to faii

2011 as black

improved. Byt

ities in inco

were likely to
e

was hawking,
965 000 people
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Transport was
hest-earning category,
ng 161000 people earn-

Speaking at The
average of R1 801 a

conference in
said 80 percen
holds darneq 1
month while 8

Argus retai)
Cape Town, she
t of black houge-
ess than R1400 a
0 percent of white

in domestic appliances (54 per-
cent), pharmaceuticals (63 per-
cent), reading matter (g9 per-
cent) and’ Sports  and
entertainment (9 percent),

Yhe craft sector (603 000 peo-
ple) had an average income of

Black South Africans ge-

es, 58 percent of non-edible

White consumers dominated
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PICK 'N PAY has stopped selhng
discounted petrol at its Durban outlets

‘ ’after - Teceiving an urgent instruction
fggm Mmcral and Energy Affairs
! thster Mr:George Bartlett yesterday.

“Bartlett', said

he was acting on a

_du'ective ﬁ’fom Presi LEW. de; Klerk
and the Cabinet. ! gc)‘ )

IR0 m.-;\.:- 4

'2,9-1‘-7 - E

Pick ’n Pay chamnan Mr Raymond"
Ackerman said the company'; ‘had’
decided to heed ! :the
mstructlon 1mmed1ately, although hes
did not agree with gt and-would’ gos

e

..ahead, with:a court«apphc ion.. tog

- tesf the: valldlty of the proh;hmbn_w—
Sapa. = <[
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" NEWS Wmmn:&_.&bw of exams %QQEM. 8&8»0 Yout

Date day for matrics

Lepota said: “We feel that the DET
shonld delay exams, but the question am -
TODAY is a day of reckoning for ~. -whento hold them is open to debate.”
thousands of matriculation students ‘¥ “Exams should-be marked-by .
waiting to hear when they will snﬂn . oomEg_.,mum .—BE&JEE%:G can’
exams. S pipe ﬁu—w to univefsities, maz...mzmm and .

Minister of Education and Training  technikons.” )
Mr Sam de Beer is scheduled to Lepota said that Azasco” will be
announce today if matric exams willbe * debating the jssue of exams and
held on October 19 as scheduled, or if  education with parents and teachers on
they will be postponed to a later date. Sunday at 2pm at Vista University.
Many groups including the National In the past few months DET officials

By Glenn McKenzie

Education Coordinating Committeeand - have consuited vari ups on the
Azanian Students Congress have called  exam guestion.
for a delay to prepare students who have According to DET deputy director-

tost school days due to strikes and

violence in areas like the East Rand.
Azasco condemned the DET for

“failing to adequately address the

problems in black education”.

Azasco project manager Mr Tsietsi

general DrDirk Meiring, the department
has received “mixed”
recommendations.

“Initially, many advisers strongly
insisted that the examinations should be
run according to schedule,” said

Meiring. ~ - T
" “Other parties were ‘adamant that

there should be a’ postponemient, but-
‘they differed as to
. postponement,” hé continued.

the length of the

"« The DET spokesman said earlier this

" week that an exam delay of four weeks

would mean 13 000 teachers would
have to sacrifice their holidays. Another
9 000 teachers would need to live away
from their homes over this peried.

Normal schooling in most townships
was disrupted by various factors this
year.

Shortly after the year began, sindents
embarked on protest action against
exam fees which were later suspended
by the DET.

Thereafter, Sadtu members
embarked on a strike to demand, among
other things, a “living wage”™.

hs want State to bury victims

24 buried in Tokoza

THE last 24 bodies of 40
unidentified victims of East Rand
township violence were buried in
Tokoza yesterday morning after the
disruption of the service by youths.
Tensions had eased at the Tokoza

cemetery at the completion of the burial ~

service, conducted by three South

African - Council of Churches .

clergymen.
Earlier in the moming, a group of

township youths ordered the clergymen,

who had up to then buried 16 charred,

unrecognisable bodies, to halt the
roceedings.

- The youths claimed that the 40

bodies were those of hostel dwellers
who had been burnt by township
residents, and demanded that they
be buried by the Government — not the
South African Council of Churches, —

Chainstore gbeys

PICK ’N PAY has stopped selling
disconnted petrol at its Durban outlets
after receiving an urgent instruction
from Mineral and Energy Affairs
Minister Mr George Bartlett yesterday.

Bartlett said he was acting on a

and the Cabinet.

Sapa. :
.Nuplﬂm 2

Pick 'n Pay chairman Mr Raymond
Ackerman said the company had
decided to heed the
instruction immediately, although he
did not agree with it and would go
ahead with a court application to
test the validity of the prohibition. —
Sapa.

BRIBING ME (5 NOT
AONA Tr HE B U LT
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directive from Presi FW de Klerk
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W Cape the choice fof retailers|

By MAGGIE ROWLEY
Property Editor

A TOTAL of 51 of the country’s top com-
panies are based in the Western Cape, an
analysis of Financial Mail’s 1993 Top 300
Industrial Companies by Anglo American
Property Services (Ampros) shows.

This is four more than the previous year
and does not account for any relocations
of head offices. It points to the better
performance of Cape companies, says
Ampros.

The Western Cape region as a whole
remains the preferred choice for retail-
ers and wholesalers, accounting for 42%
of the national total followed by clothing,
footwear and textiles {38%), investment
(33%) and tobaceo and match (33%).

(Z0)

According to AmpYos, two features lx
plain the region's strong performance —
it is not vulnerable to mining and it has a
solid base in government and financial
institutions.

Geographic and climatic factors have
also stimulated a wide range of produe-
tion sectors focusing on local and export
markets which is reflected in the food
sector (27%) and fishing (25%).

Transvaal dominance

The analysis shows that in provincial
terms, the Transvaal continues to exert a
powerful dominance with 210 of the 300
companies against 57 for the Cape Pro-
vinee, 26 for Natal and seven in other
areas.

q’ée greater Johannesburg region
which includes the CBD, its periphery
and Braamfontein remains a hub of big
business being home to 68 of the top 300
companies and 13 of the Top 50 com-
panies.

Head offices include 75% of the coun:-
try’s print and publishing companies and
38% of the industrials listed under the
paper and packaging sector on the JSE.

Other sectors dominant in the greater
Johannesburg area include industrial.
holdings (20%) and engineering (27%).

Strong concentrations of head offices
are also found in Sandton where 47 of the.
top 300 companies are located, Randburg
(7, East Rand (36), Midrand (7), Pretoria
and Verwoerdburg (8), Eastern Cape (B).
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FOSCHINI -

Fum 243

Tailored for continuing success

Rand-hedge element helps to maintain the premium

Greater eurnings growth is expected from
Foschini than from any other listed retail
stock. That, at any rate, is what its p:e ratio
indicates. Most analysts believe its earning
multiple of 26,6 excessive. Equally, based on
profit history, they concede the share is
worth a premium relative to most retailers.

This pee is well ahead of second-placed
Clicks (23,2) and its closest rival, Edgars
(22,7). It was not always that way. In 1988,
Foschini and Edgars had a p:e of 11,2, sixth
in the sector. Way ahead were Cashbuild
(17,9), Shield (14,4 — now part of Wooltru)
and Pick ’n Pay (13).

Clicks’ subsequent rerating meant an
enormous share price rise. In July 1988 it
was 850c; this June it peaked at R74. That’s
a rise of 770% in five years, or 54% annual
compound appreciation. .

Though Foschini’s EPS growth is out-
standing, it does not compare with that rate
of increase. Does Foschini justify its rating?

MD Clive Hirschsohn feels it does. He
reckons shareholders are getting a good re-
turn from a low-risk business. Returns are
good, he says, not only by lacal but by
international standards. On margin criteria,
he places Foschini in the top 10% of major
retailers worldwide. “We're better than ail
our competitors, including Edgars and
Truworths,” he says.

Chairman Stanley Lewis has always been

secretive about activities — one
reason Foschini remained un-
derrated for most of the Eight-
jes. Hirschsohn is in a similar
mould but did discuss some fac-
tors he feels are responsible for
the success.

Management continues to
spend heavily on keeping
abreast of information techno-
logy. Hirschsohn says it’s not
only a matter of obtaining rele-
vant information; what really
counts is how it is used, He feels
this allows Foschini, year after
year, to produce cfficiencies
that maintain the trading margin at about
18%. “We're not squeezing productivity to
show better results,” he says. “Rather, we're
getting a dividend from our investment in
info technology.”

Until recently, the buying, manufactur-
ing, distribution and merchandising benefits
of Foschini’s information bank mostly af-
fected the largest of its businesses, the 306-
sture Foschini fashion chain.

Markhams, the men’s clothing chain with
106 stores, is not far behind. But Hirschsohn
says Pages, with 153 branches, and Ameri-
can Swiss (149) have some way to go. Sys-
tems are in place, but there is much learning
to be done. Sterns, acquired recently, has not

Lewis

even started. So he contends
that substantial productivity
improvement as well as floor-
space expansion lie ahead.

Most sales are on credit — 2
rule of thumb is 80% credit and
20% cash. American Swiss has
some HP business over six, 12
or 18 months, but most sales
agreements are conventional
credit contracts.

The typical Foschini or
American Swiss customer is
aged 18-35, in the B-C income
groups. Segmenting consuiners
for marketing and information
purposes is important, though no distinction
is made among races. About half are now
white, 28% coloured or Indian and 22%
black. Within five years it’s expected that
35% will be black, 25% coloured and 40%
white.

Markhams’ customers’ age profile is simi-
lar but incomes spill over into the A cate-
gory. Hirschsohn says the racial sales split is
a third in each category simply because ex-
pansion has been in shopping centres which
don’t attract much black trade. Within five
years Markhams will move into rural areas
and customers will then be 40%-42% black,
30% coloured and 28%-30% white.

Hirschsohn says this information is
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gleaned from 1,6m debtors’ accounts, ad-
ministered centrally across the chains. Aver-
age life of the Foschini and Markhams book
is roughly 3,5 months. In American Swiss
it’s slightly less, but on HP it’s about eight
months; in Pages, it’s about four months,

Extensive investigations to improve credit
marketing were recently completed. Mark-
hams is picneering a new system developed
as a result. Credit is granted not only on the
usual criteria but a decision — and terms —
also depend now on the behaviour pattern
apparent in an applicant’s details.

The debtors’ beok of R414m is unencum-
bered. Collection rate — surprisingly, con-
sidering the economy — has improved mar-
ginally in the past few months. But perhaps
the most remarkable aspect of the group
throughout its history of more than 50 years
is that all growth has been internally funded
without financial strain.

Even after 1991°s R131m acquisition of
35,3% of Oceana Plc, debtiequity, usually
about 0,30, did not exceed 0,54. Net interest-
bearing debt peaked at the March 1992
vear-end at R190m, less than half current
debtors. It’s now down to 0,34, and should
fall much lower while the policy of paying
only scrip dividends contines.

Etam has been a boon in one direction and
a frustrating disappointment in another,
Bought at an average £1,80 a share, it now
trades at £2,70, good capital appreciation.
However, Etam, using the rules of the LSE,
has effectively blocked Lewis from buying
the 15% needed for control for the next 14
vears. Lewis is not even represented on the
board, which considered his bid hostile.

Lewis foresaw considerable synergy be-
tween Etam and Foschini. But it has not
been forthcoming. Hirschsohn says the bene-
fits of total co-operation would be “signifi-
cant and substantial” but agrees it does not
make sense to sit on an investment like that if
no control can be exercised, He expects de-
velopments that will break the impasse in the
next 12-18 months — one way or the other.

Meanwhile, Foschini has to make do with
dividends from Oceana. With the rand de-
preciating rapidly against hard currencies,
that is a further benefit from the investment.

Local potential seems large, even without
further acquisitions. Hirschsohn says man-
agement is not looking for businesses but if

 Taking the lead

' Foschini anid Industrial index. -

; Foschini

Foschini vs
Industrial _

one came its way and made sense, it would
not be rejected. However, if it were ontside
clothing and jewellery, it would need highly
capable top management or would not be
seriously considered.

Foschini will continue to expand by about
three stores a year — about 2%-2,5% of its
trading space. That indicates real growth,
but profit growth will come largely from
efficiencies generated by information tech-
nology. Markhams, says Hirschsohn, could
continue to open another 10-12 stores, about
6%-1% of its space, for three or four years.

Pages is thought to have the best potential.
It was held back for a long time until its
structure, strategy, formula, systems and

people were in place. It is not in

COMPARING RATIOS

Edgurs

Financiol year«end March 93
Trading profit/turnover (%} ..., 20,6
Return on ave total assets {%) ....... 26,5
Return on ave capital empi {%)....... 44,2
Return on ave equity {%} ...ocrrveenen. 29,6
Serviced debt/shareholders’ funds (%) 35,7
S-yr growth: EPS {%) ...oivcininiienne 20,8
Shara price (R) .....coeee. - 83
P:e ratio ........... 22,7
Div vield {%) ........0.. " 1,7
Market cap {BBN) .ovrinvviirnnrnnnes 43
Valus shares traded/ave mark cap (%} 0.4

Source: |-Met

the western Cape or Namibia,
for example, and could expand
swiftly into these areas with 30-

Foschini 40 stores if necessary. It is also
March '93 not in most of the city centres
27.0 and there are another 40-50
%gf hinterland towns in which to
26,3 |  open.
34,7 American Swiss also has
25,6 large expansion potential
266.2 through jewellery boutique

3.7 stands in Pages and Markhams.
2,8 There are now 40 in Pages;
20 there will be 60-80 by next
August. Markhams will have
about the same number. Ameri-

can Swiss also plans to open about 12 new
free-standing stores a year.

Hirschsohn says top management tends to
be harshly critical of performance. Yet there
is a highly supportive environment, in which
each division freely disseminates informa-
tion to the others. There appears to be a
culture of co-operation throughout, almost
free from internal politics. “It adds up to an
easy environment for retaining focus on our
objectives, and it really works,” he says.

The group is now producing real growth in
sales/m?”. In Foschini, Markhams and Pages
operating profit is growing similarly but
margin has been under pressure in the first
four months. Jewellery is marginally up but
average sales price has dropped because top-
end merchandise is hardly moving. “Tt has
gone for a bard smack,” says Hirschsohn,

Compound annual EPS growth for the
past five years was 25,6% against Edgars’
20,8%. Other arch rival Specialty Retail
Group, which includes Truworths and To-
pics, is part of Wooltru and not listed, so
comparative figures are not available.

On compound EPS growth, Foschini does
merit a premium rating. But in 1993 Edgars
did better in returns on capital employed and
shareholders’ funds.

Foschini’s first important rerating in
1990-1991 did not occur in isolation. Be-
tween July 1990-July 1991, Clicks moved
from a p:e of 13,3 to 21; Edgars from 12,7 to
19,9; Foschini from 12,5 to 18,3; Pepkor
from 7,6 to 13,2; Pick 'n Pay from 16,7 to
23,5; and Wooltrn from 13,9 to 18,5.

After languishing for almost a year
around R17, Foschini jumped to R32,50ina
month. Apart from a general rerating and
good 1990 resuits (EPS increased by 33%),
there was another possible explanation. In
early March 1991, Foschini announced a
one-for-23 scrip dividend.

This came some three months before the
Etam bid. Lewis is controlling shareholder
and chairman of Oceana as well as Foschini.
The market may have got wind of the intend-
ed bid when the scrip dividend was an-
nounced, as the share didn’t react to the bid,

For 17 months, from March 199!-August
1992, Foschini’s share again stuck at R28-
R35. It shrugged off a four-way share split in
March 1992, Then, in August, it broke out of
this range and climbed to R53 in December
1992, Thereafter, it traded at R53-R56 for
six months, ignoring the Sterns takeover in
February, before rising in May-June to R74.

Hirschsohn is optimistic trading will im-
prove for the rest of the year, especially in
jewellery. He is more censervative about
prospects for clothing, because of the eco-
nomy. In short, he again expects real growth.

In the end, whether the pe rating is too
high will depend partly on how well the stock
market and the retail sector in particular
hold up. One big consideration should main-
tain the premium over rivals, especially if the
UK economy improves: the rand hedge ele-
ment of the Oceana investment.

History suggests the share could again rest
at R60-R74 for some time. Gerald Hirshon
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PICK 'N PAY

Plan to Iap the mass market

Faced with a substantial decline in turnover
growth for the first half of fiscal 1994, Pick
’n Pay has announced it is to open a new cut-
price supermarket chain — ultimately with
50-100 stores -— throughout the country over
the next two to three years.

The chain is intended to empower a new
group of SA business people to enter the
competitive retail discount food market with
tested products, but with a new retail formu-
la designed to capture a large slice of the
low-income sector. Each outlet is to be
owned by a selected and trained individual or
a group of entrepreneurs who will operate
the store on franchise from Pick 'n Pay.

The franchisees will be financed by a bank
which Pick *n Pay chairman Raymond Ack-
erman declines to name at this stage. Pick ’n
Pay may stand guarantor for part of the
franchisee’s debt. At the outset, however, the
retail group is to provide R50m.

Ackerman envisages two different chains.
One, a franchised convenience chain, will
concentrate on marketing a few lines of dry
groceries and toiletries, and no refrigerated
products except margarine, butter and milk
products. The other will be aimed at the
emergent SA; Ackerman says it is to be a

“no-frill,” aggressive operation that will ap-
peal to black and white consumers,

Details such as the names and images of
the chains are to be announced at a formal
launch later this year. Once the local opera-
tion has been satisfactorily established, Ack-
erman says it will be franchised elsewhere in
Africa,

Pick "n Pay is to develop its own special-
ised distribution centres which will supply
the new stores with both its “no name” and
branded merchandise. It will bulk-buy the
merchandise for franchisees, who will bene-
fit from resultant discounts.

About 2 000 new jobs will be created when
the chain is fully developed. Labour costs in
the new stores may be below the industry
average. This could be achieved partly
through technology; also, it’s likely the
franchisees” staff would be too smail for
unionisation.

Franchisees will pay Pick 'n Pay a fran-
chise and distribution fee. Ackerman expects

 SLOWER SALES

Aug 31 Feb 28 Aug 31
2 9 M

$ix months fo

Turnover (BmM) weerne. 3086 3327 3218
Pre-interest inc {(Rm) . 57,9 88,3 62,5
Pre-tax profit {Am) .... 67,0 943 724
Attributable (Rm) ...... 36,56 6656 434
Earnings {6} ...overrvienrn 23,3 36,0 2.7
Dividends (¢} ............ 7,26 28,26 8,25

Pick ‘n Pay's Ackerman ...
Iwo new chains

the new stores will contribute to Pick *n Pay’s
operating profit within the next year. By the
end of 1995, he expects 50 new stores will be

- contributing about R10m — roughly 6% —

of Pick 'n Pay’s profit before interest and
investment income.

The group’s results for the six months to
cnd-August indicate that consumers’ dispos-
able income continues to shrink, and that
new joint MDs Gareth Ackerman and René
de Wet are lifting productivity.

Turnover growth, at 3,9%, was stunted by
the economy. Ackerman says management
had budgeted for an increase of 7%-8%, but
that was revised to 5% (the same as Pick 'n
Pay’s “internal inflation rate™) when it be-
came evident sales would not show any real
growth. The 7,9% increase in trading income
implies an encouraging continuation of the
improvement in margin seen when the group
last reported.

Ackerman attributes the better margin to
efficiencies achieved through the informa-
tion technology systems now used in all
group stores. Technology enabled manage-
ment to deal quickly with excess stock that
built up when forecast ternover failed to
materialise. The stock liquidation was re-
sponsible for cash resources rising from
R163m to R226m, and for the rise in stock
being confined to 5,6%. Technology also held
shrinkage (theft) to 0,2%, “a vast improve-
ment on any other result we have had,”

The 18,9% in interim EPS makes no
allowance for secondary tax on companies
which will apply for the full year. Ackerman
is hoping for 6% turnover growth and 8%
higher trading profit in the 1994 year. Pick
'n Pay’s second half is usually considerably
better than the first because it includes the

Chrismas season. This target is achievabie if
the economy remains stable.

Seen with the planned franchise chains,
the outlook for Pick 'n Pay is better than the
dull, no-growth scenario of six months ago.
At 1070c, the share is well off its peak of
R14. It deserves its p:e of 18, which may
even be conservative compared with some of
its competitors. Gerald Hrshon
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Pick 'n Pay
h%?c!g order

ina- ..

CAPE TOWN — Pick 'n
Pay has stopped selling dis-
counted petrol at its Dur-
ban outlets after receiving
an urgent instruction from

Mineral and Energy Affairs
Minister George Bartlett.

ing on a directive from

Pick 'n Pay chairman
Raymond Ackerman ' said
the company had decided to

diately, although he did not
agree with it and would go
ahead with a court applica-

tion to test alidity of
the prohibitigiéodjy :

Pick 'n Pay has until now
defied government's order
to stop its discount scheme.
Under the scheme custom-
ers spending more than R10
at Pick 'n Pay’s Durban
store have been subsidised

to the tune of.7c a litre by |
the company{ SHEP

Ackerman “said yester-
day he expected the Cape
Supreme Court hearing, at
which Pick 'n Pay will chal-
lenge the validity of Bart-
lett’s prohibition of the dis-
count scheme, to take place
within two weeks. — Sapa.

Bartlett said he was act-

President F W de Klerkand
the Cabinet. 219 qs

heed the instruction imme- ,

—
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From MARGIA KLEIN

JOHANNESBURG, — Speclalty

Stores has bucked the declining
retail trend by reporting a 30%
rise in earnings to 383¢c (294c) a
share in the snx months to end~
August,

Results piace the retaﬁ gmup
~ whose major operating subsid- |

iaries include Milady's, The Hub. .

and Mr Price — on track to meet
its forecast of real earnings
growth in the current year.

Tlus would be its ninth succes-

sive year of earnings increases, .
joint MDs Stewart Cohen and
Laurie Chiappini said yesterday.

The share closed untraded yes;

terday at a high of Rll after
climbing steadily from a Iow of
510c at this time last year.
Interim turnover was up 27% at
R209,5m (R164,4m) in difficult

trading condntmns as each sub-

- v-o-<“

AR,

e g i g

d _midiary gamed market share. The

tou%h conditions, and the signifi- *
can

“ment in exp ns;o gearmg was
Hightly controlled st 49% {40%).

growth of the Mr Prive cash, o« The directors said the tradmg

%iration, affected margins,. ,envxronment in the next six

ch dropped to 7% (7,4%}. Cper-'
ating income was up 2hat RI&,Tm

$4,5m (B4,1m) and a 9% rise in
taxation R3,9m (R2,3m) — reflect-
.ing the lower. corporate tay rate

e resulted in a 30% higher attyib- =

" -utable income of R6,3m (R1,9m). -

A 15% higher interim dividend
L of 11.5¢ (10::) a share was de-
¢lared.

-Cohen sald Mr Price was bemg
extended,. and had 46 stores at
end—August 1t will open four new
stores today. Chiappini said the
141-store Milady’s chain had
achieved budgeted profits, while.
'll'he Hub performed satxsfactom-
Yv c

ok

‘months could be affected by

_evenis leading-up to the election.
= .(312 2]11) o %t . v' ’ B
A 10% nse in ﬁnauce costs o~

arring severe disruption, it ex-

“pected to show a real increase in.
) fﬁi?gngs in the ﬁm, year, About a’

the group's praﬁts wer.
earned in the first half. -
Most of the group’s expansion
in the current six-month period
would be in the Transvaal. The

‘directors said that six years ago

15% of the buginess was based in

Natal. Now, about 40% was Natal-

based follnwmg a strategie deei-’

ston to expand into other areas.

¢ Storeco Limited, which holds
632% of Specialty, increased its

_interim earnings by 30% to 768¢

{58¢) a share, and declared a 15%
mgher dzvxdend of 23c a si:are .

Bc t proﬁt

for Penrose
PENROSE Holdings

reported a decline in
turnover and losses in

the six months ended
June 1993, but the
printing and publish-
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ing company was fi-
nally making a profit,
chairman Albert Al-
letzhauser said yes-
terday.

Turnover fell to
RS49m (R12,3m) and
Penrose reported an
attributable loss of
R1,54m (R1,36m) —
equal to 7.l¢ (7¢) a

share. .
Alletzhauser said
Penrose made a net

Warning

: on firm’s
. medical
aid tax

~: ‘loophole’

Business Editor

ACCOUNTING firm BDO
Spencer Steward ex-
pects the tax loophole
many firms think they
have found by provid-
ing noncontributory
medical aid to be
closed.

In its current tax news
it T2 a[:
says: “In an(%.ée pt to

structure employee re-
muneration packages
more effectively many
emplovers put their
employees on to a medi-
cal aid scheme on a non-
contributory basis and
adjusted their salaries
accordingly.

“The result is lower
taxable earnings with
full medical aid bene-

fits.
ules

- Revenue,

profit in July and
August. ‘

“In order for this to

stand up to serutiny by
however,
employers should en-
sure that:

® The rules of the medi-

cal aid scheme permit
non-contributory
members (failing
which the payment of
an employee’s portion
by the employer con-
stitutes a taxable
fringe benefit);

® Employees are aware

that their qualifying
earnings for UIF and
pension purposes are
reduced; and

® Payslips and IRP5 re-

flect the factual posi-
tion.”
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Specialty bucks retail
trend with 30% i ingrease

SPECIALTY Stores has bucked
the declining retail trend by re-
porting a 30% rise in earnings to
38,3c (294¢) a share in the six
months to end-August.

Results place the retail group —
whose major operating subsidiaries
include Milady’s, The Hub and Mr
Price — on track to meet its forecast
of real earnings growth in the current
year.

This would be its mnth successive

year of earnings increases, joint MDs
Stewart Cohen and Laurie Chiappini
said yesterday,
. The share closed untraded yester-
sday at a high of R11 after climbing
rsteadily from a low of 510c at this
time last year.

< Interim turnover was up 27% at
211209 ,5m (R164,4m) in difficult trad-
Jng conditions as each subsidiary
-gained market share. The tough con-

ditions, and the significant growth of .

the Mr Price csh operation, affected.

Imargins, which dropped to 7% (7,4%).
Operating income was up 20% at
R14,7m (R12, 2m).

A 10% rise in finance costs to

e

[

MARCIA KLEIN

R4,5m (R4,Im) and a 19% rise in tax-
atmn to R3,9m (R3,3m) — reflecting

the lower corporate tax rate — re-
sulted in a 30% higher attributable

income of R6,3m (R4,9m).

A 15% higher interim dividend of
11,5¢ {16c) a share was declared.

Cohen said Mr Price was being
extended, and had 46 stores at end-
August. It will open four new stores
today. Chiappini said the 141-store

Mllday s chain had achieved budget- .
ed profits, while The H; rformed
satxsfactonly T%

Despite a significant mvestment in
expansion, gearing was tightly con-
trolled at 49% (40%) due to careful

assef management and gro in_the
" cash business.
The directors said the tra nvi-

ronment in the next six months could
be affected by events leading up to
the election. Barring severe disrup-
tions, it expected to show a real in-
crease in earnings in the full year.
About a third of the group’s profits
were earned in the first half,

Most of the group’s expansion in
the eurrent six-month period would
be in the Transvaal. The directors
said that six years ago 76% of the
business was based in Natal. Now,
about 40% was Natal-based following
a strategic decision to expand into
other areas.

Storeco Limited, whlch holds 63,2%
of Specialty, increased its interim
earnings by 30% to 76,8¢ (59¢) a share,
and declared a 15% higher dividend

. of 23¢ a share.




URBAN — The Pick 'n Pay
hain filed papers in the Cape
own Supreme Court yesterday
n a bid to prevent government
anning its discount petrol
cheme and cutting off its fuel
supplies. .
- Sapa reports Pick 'n Pay joint MD
Gareth Ackerman said the: chain
would continue selling petrol at’the
reduced price in Durban. .

However, plans to extend its dis-
count scheme throughout the country
had been put on hold until a legal
ruling had been made.

This follows Mineral and Energy
Affairs Minister George Bartlett’s
warning to Pick 'n Pay on Tuesday to
stop its discount petrol coupon
stheme, or face prosecution and a cut
to fuel supplies. '

Raymond Ackerman said yester-
day the Durbar scheme was not an
dct of defiance and was legal. It
would be continued until end-October
to honour customers who had been
promised the discount facility.

The DP, in turn, has proposed a
plan for cheaper petrol which it be-
lieves could eut petrol by 20c¢/1

DP mineral and energy affairs
spokesman Roger Hulley released
the plan yesterday, which entails;

O Removing Bartlett from his post; -
DA saving of between 109¢/! and
13,8¢/1in thepresent regulated pric-
ing structure. This saving would be
achieved by a 8-9% cut in the “artifi-

' ")
A, " - o - s
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hain challenges:
etrol ban 1n court’
Biboy  221al9a w2

LRt

cially high Ianded cost” compongfit,a -

9¢ cut in the Petronet tariff, ani§a 4¢
saving in the Equalisation F -
tection tariff. The trimming of the
Equalisation Fund would end motor-
ists’ R20m-a-month Mossgas subsidy.
The DP believed this step should be
taken, even if it resulted i Mﬁgas
being mothballed; “}

iC] Deregulation and restructnting of
the fuel industry; and’:gy :
O An independent inq intothe

petrol pricing structure. . %5 :

THEO RAWANA reports minibus
blockades moved to the Free State
yesterday as the National African
Federated Transport Organisation
(Nafto) prepared for talks with Bart-
lett over the petrol price increase.

About 300 taxi drivers laid siege to
Welkom yesterday, parking and lock-
ing their vehicles in the city centre, to
protest against the petrol hike.

A Free State police spokesman
said 345 policemen had been deployed
in the city." = B 0o

He said police used stun grenades
to disperse the crowd. Ct s

ANC northern Free State legal de-
partment head Fezile Dabi said the
ANC supported the drivers, who
came from ‘different taxi associ-
ations. The drivers had drawn up de-
mands to be handed to the police.

A Nafto spokesmap:
chairman Peter Rabali would lead a
delegation of 10 taxi representatives
for talks with Bartlett today. .
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Barlett in 110

i uro wuﬁf T

with Ackérman -

R J‘ri“-ﬂg _.,(— -

- - . Cmné the relevantlaws, Bartlett said
By Ismail Lagardien -

. C L in'Cape Town yesterday that in terms of
Political Correspondent - thelawhe“prohxb1tedthepetmlcoupon
THE Government has threatened to be Rh]:? meértopreseht operated by the Fick

1 Pa I\ .

tough on Pick 'n Pay becavse of the y

retail chain’s sale of petrol at a discount consldaraﬂon of the facts

pn;; st s Mineral and B é}”ﬁ v have taken the decisions after due

e ster o eral and En = consideration of the facts and circum-

Affairs, MrGeorge Bartlett, said yester- »,r;stanees surrounding the schemes, in-

day he would shut down the supply of “cluging’the comments of Ackerman’s |

petrol to Pick *n Pay and prosecute the - ﬂe al advisers, and have concluded that
)company s chairman, Mr Raymond .y on thewhole itwill negatively affectthe |

A:é:etman if the hypermarket contin-~ “selling price of petrol and that it would

ued to discount the petrol price. ultimately only benefit Ackerman and

* Ackerman has vowed that petrol at  Pick 'n Pay to the detriment of service
his hypermarkets around 1he oountry stations and consumers at large

would be sold at the u h )
Tc discount voucher “f have, however, mrhcated that the |
Bartlett reacted yesterday and - T~ question of the deregulation of the pe- [

Ackerman’s defiance had already troleum industry will be discussed in 1
caused losses in petrol sales in Durban  appropriate forums and it would be
— where the pilot hypermarket dis-  more valuable for interested parties to
count petrol programme was launched  provide constructive comment in these

— and thatitwould continuetoadverse- ~ forums than taking the law into their
ly affect small businesses. - own hands,” Bartlett said.




| i'Today also marks the launch of the g
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Revamped 'Jet ‘stages
a W Cape come-back
JET, the revamped wholly owned subsidiary of
the Edgars group,dis to make its come-back'in the
Western Cape today r-a four year ahsence
from the region. @Dj T 22_1‘71%
: The first of a planned four to eight local stores
.is sited in the new Somerset West Mall, which
opens for trade today. i

The group, which has been repositioningitself
from “cheap” to “cheap and high quality” has
grown market share in recent years, aceording
to ' merchandising director John Day. 1.
T~Jet has now been transformed into the'middle
to upmarket cash arm of the Edgars group, with
a turnover of about R400m a year. .

¥ “And according to the Retail Liaison Commit-
tee*>-which represents all the major clothing
‘naiifacturers, our market share is now about
.2,2%! which represents a growth of about 10%

bver-the: past two years.” "
oy M pup,s
néwcredit card with third party financing by
Fiist National with normal credit card terms.
¢ #This, Day said, would allow Jet to keep prices
ﬁp,wn,irather than factor in for credit.

1 *The 40,000m?, 105-store Somerset Mall is fully
letThe centre is jointly:0wned by' AECI Pension

‘| Fund (60%), Sycom Property”Fund (22%) and

Newport Property Fund (18%).




THE. “un. precede

eonsumer. confidence, the.

Stelenbosch Burean for fico-.

nomic Hesearch (BER) says.

¢rease-in violence sifice -
April” -has:seriously “dentéd < |

> Yndertainty’up 16 and until

--the election at-the end of April

1984 -will 1

o e robably rule out any
nted. 1 - oypstantial

i recovery of consumer
- eonfidencs and therefore also a
significant iniprovement in pri-
vate consumption cxpenditure.

“From -about the second quar-

.

<. derof 1994 an increase {n real

i But although retailers’ feais of " personal disposable incorie (as a

8. inthe third quar-
ave come trog - and-some
“have- heen ‘forced “to refrench .
workers, to stay it “business?
they: expect-sales to-improve in-.
the fourth quartér: as inflation’
continyesitaslow,. ;<. .00
- Inthe reporton its atest syrvey ™
of the commercial:seetofs the bu:
%ﬁamf;u  sharply,; partien-
1005 have fallen sharply; partien- .
farly: in; the ‘Western Cape.: ..
" #Rétailers: anticipate. higher
ggglr,e‘s-mlismes‘imt.ha“fowth,quaxf« ‘
1er because they plan o increase .

ao.tml‘;:bﬁsiﬁess. inthe

brices at 3 lower vate'than last -

y@ﬁh_.‘. TR I WA "

However, the' BER. maintains -
its'view that the economy “will at.
begt bottom -out 'during 1993.. ~,

-0ur forecast: for. ceonomic’ 3!

growih could be revised sHshily-
upwardsifrom'a declive of 0,5%1to,
a.gidgﬁgmmemt; in goss do- -
mestic’ prodiret (GDB). . .

nflaticiiary’ expecta. -

. result of lower inflation) with &
. mere - positive dtlook for con-.

~sumer spending is possible.”

" The survéy -showed that oply
~%5%. of -white consimers expect

<. an improvemént in the economy

~during the riext 12 months.

Ahe protricted recedsion, increas-
. ing unemployment in the formal
gector, increading violence and
-political uncertainty.” o
+ . Pointing oul that, aceording to
the Human Righ i
-808 peoplé died in politically re-.
slated ineidents in July and 554 in
August, the BER report com-
ments; “This brings the average

ily figure of people who died in

8 way - during: the past .fwo
months to'about 1g; -

¥

dverse effect on consumer con

“tdenee € 73210 |15

.months
o “THiE Can mainly be aseribéd to -

““Ihis s likely to have a direct’

P

=

" “Whites. outside the n; tropoti
.tan areas are particula Zygajessi-
mistic, with close to B0%-of the
consumers expecting a deéteriora:
tion in economic conditions duy
ing the coming ydar. Cohkimers
are thé most Spessimisti‘q[m‘fghe
Orange Free State, Pl i
" “Black consumers have become
less optimistic since June abount

the general economic sityation.
“Black females turngd’'more
pessimistic, with only 4i%. of
female respondents expecting an
Amprovement over the next 12
compared with B55%. of

maies‘v L S )
Blatk men aged between 16 and
24 have become more pessimistic
gince June while those aged be-

tween 25 to 34 are more ‘optimis-

tie, , .- -

. . avdt i '
t5 Commisaion.. The report says. the lower in-
e ¥’

creases in' both, consumer:and

-producér price inflation, ‘along

with downward pressufe on

“hominalinterésttates, could cons

tribute to an improvement incon:
sumer confidence, . i -

- “Continued;progress gni-the 5o:
“litical; frontg’wi,ll .go.a long way

towdrds bringing about more cer-
tainty,” T U




. By AUDREY D/ANGELO, :
o “ Business Editor

Y

PICK 'n Pay shrugged off the
effects of the recession o lift]
“earnings by -an impressive.

18,8% to 2.775¢ (23,3¢c) a share’

inthe six r_nqnths to Azgust 31.

. This was due partly to the lower

. rate of cofupany tax and partly to
tight control of expenses -~ which
were Ri6m below tudget. Shrink-
age. fell to 0,2%. o

Hon.. ..
Net

. Wwas achieved on & 4% T15€ in turn-"

‘over to R3.2bn, _
. Trading income -was R62,5m
(RS’ 5’-,91;1{);:“:'1":\-@ tax: pill was
RIAT 40 Eiﬂs'_sﬁr);ﬁ L T

the grotip as currently fn>

p‘i:oﬁt.before tax was,
R724m, (RETm) and distributable::
income  R434m (R36,5m). This-

ML (RIOBSI). A0 1 oo
iJoint MD “Gareth! Atkerinap

P 2

into- other paxts of 'Af}g;'c
[ the

s

would.
ime- jg

&

ment e&ji:lg",next;-yeaf:?‘l_w,k
looking all over the world. A UM+ ‘pro

ber of opportunities hav

presented to us, ranging. from

Soum:Am_ié;"ica to Asia”

pick 'n.Pay liad been tatking to
its former pariners- in g;ujstralia,'

but #if is not a-foregone gonch,

Aus,tralapmarket atthe moment

But, Ackermar’ said, the. plaps

- for overseas éxpanszoq,had beehr

ut on, hold while thé group first

“went shiead with plans for a fran-
chise chain of small copvenience

: slores in; Nopis' 8 6w oveil
4 4 :move;  hership with péw enfr Leneurs:

¢ itha finaticial ¥

e, beel -

sion that we will go there. The

b

f’ét’o‘:@as}’iim}léwjoverhpa wpart-

" atrangements had e
titution tapro-

vide - loans. The partners; W o

47 “ould e given.a {raining couTse

*ppunity bvoui’&bé‘ gongulted about

pew. store. And .the @‘ranchigé
" holder would he someope aceept-
- able 10 the community..

- Chairman Raymond Ackerman
pointed out that the half-year's

he * results had beett achieved at &

time of low inflation.

Financial director Chris Hurst
. gaid that in times of high inflationt

2 i Was comparatively easy for any-

one to lift aprriings. 1t would, be
__interesting to see how some
chains fared now it was low.
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MARCIA KLEIN
“““EI0K 'n Pay increased its interim earnings
+419% to 37,7¢ (28,3¢) a share to end-August,
Ailwith lower taxation, and better conirols
wtiand productivity, offsetting pedesirian
i furnover growth,
< Chairman Raymond Ackerman said
“*turnovers were hard to attain beeause of

the downswing in the economy, political

uncertainty, the competitive mar| d
the drop in the inflation rate, @
Although the 4% inerease in to

R3.2bn (R3,1bn) wag low, market share
continued to grow. The market share of
non-food products in particular had in-

creased, mainly n the group's Hyper-
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markets and Superstores,

93 Graphie; e EMERTON Saurcor |NET

Net pre-tax income was 8% higher at
R724m (R67m), Ackerman said the pre-tax
margin was 2,25%; the best result since
‘August 1990. Lower taxation of R2sm
(R30,5m) engbled, Pick 'n Pay to report a
19% rise in distributable income to R43,4m
{R36,5m), The:interim dividenqd was 14%
higher at. 8,26c.(7,95¢c) a share.

L

-l

0,7% at end-February), as a result of man-
agement attention and expenditure ;.on
technology. Hxpenses were Riém helow
budget. Stocks were higher than the group
would have preferred, largely becausg of
the slowdown in turnover and certain dm-
ports — particularly toys — which camp in

O To Page 2

Ackerman“ 5aid, shrinkage was 02%

Pick ’n P,

y.

Bibay 22

a3

“+ [HJFrom pa e,

earlier than usua), Tpe group had cash of iz the 's wigh
Eroup’s wish “to add oy fi
szfigm (R163m), s éé? . muscle to businegg instinet andu;a;:gi
ough wages angd Welit up Pk 1 Pay's baying Power, brands
about 9%, and.tumovergrew by lessat 49, dynamism to pew artoers”. Old stor
ckerman saig the bottom:line results re-  would algp be “recycled” and franchis
flected improveg Productivity and contra], Improvements productivity, expe
By the end of year, Pick 'n Pay »contrel and shrinkage which had b«;:
would_ launch a two-year programme to achieved in the fipst baif would be maj
establish between 50 and 10y new stores in Utained in the second.
Parinership wity “Dew entrepreneyrs”, “14 It was possible 5 similar pre-tax profit
e stores wouid ha wholly owned by the ‘contribution would he shown for the fu]]
group’s partne;s and would be based i SA year. But profit after tax would not be the
Initially. The first phase would cost about  zsme Bse of secondary tax on oom.
M and would create ahoyt g 000 jobs. *. pan; which would affect year-end tax-
Ackerman gaig the move was in’ line ‘ation, Acketman gajg, .

L7l



[ HiEpor

by Registrar of Insurance Piet
Badenhorst.

In a report annexed to the papers,
Badenborst said if Crulife were put
under lquidation, “the Interests of
the policyholders, which it is submit-
ted are paramount, will be adversely
affected in that they will become con-
current creditors of Crusader. If, .,
however, Crusader continues under
curatorship, there appears to be a
reasonable E.oaﬂma»
policyholders who!
premiums will be met in full”

Van der Merwe said in the respon-
dents’ affidavit that the curators -
were managing Crulife’s business.

. They had closed 13 branch offices,

substantlally cut staff numnbers and
were negotiating to reduce its run-
ning expenses.

ndpeden WRPHIBITS

ey

the curators and the liquidator would
be £illing substantially the same func-
tions, Van der Merwe said. This
would create an ungovernable situa-
tlon and would duplicate functions
and costs.

Since it was impossible to assess
Crulife’s financial position with any
accuracy at this stage, this aloné
made liguidation proceedings inap-
propriate, he said.

at claims by * The uncertainty of the company's
continue to pay.

position was aggravated by the faot
that since the announcement of the

curatorship, policies were being re-

deemed and/or lapsing at & signifis

* eant rate. These redemptions and

”_%us had a direct bearing on Cru-
e’s contingent llabilities, and this
aspect alone could materially affect
its solvency.
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“Transnet stops
hiring whites’

Own Cormvespondent

DURBAN — Transoet would no long-
er hire white employees, ite staff as-
soclation Salstaft said yesterday.

It said Transnet had taken'a
national policy decision not to em-

*  Senifor human resources manager
Hennle Lourens confirmed yesterday
_that Transnet had embarked on a
countrywide affirmative actlon pro-
gramme, “We are changing from a
white male-dominated company into
one in which diversity i3 valued.”

The 20 000-strong Salstaff associ-

Agreement on mwmgwuam% week

RANDGOLD's troubled ERPM gold -
mine started a new shift eyele this
week after the NUM and mine man-
agement signed an ;agreement to .
work on Sundays, NUM economist
Martin Nicol sald yesterday.

The agreement stated the mine
would operate seven days a week to
{ncrease its goid output, with workers
working 12 days no:WMm m.w_
days off or 15 shifts. ” _

The hours a shift would be the
same byt miners would work margin- -
ally more hours a year. In return, 2
4% a month shift allowance would be
paid and a production team bonus
would come into effect.

Two other agreements were
signed. . .

One granted an additional 2% or

. topped up the 5% unila
. .mented June increase,

| ERICA JANKOWITZ |

R12, whichever was the greater wage
increase, backdated to July 1. This

=5%
1t also covered the

ing to the Mineworkers’ Provident
Fund for the first time. ERPM had
been the only Chamber of Mines
member not to offer this benefit. But
the initial contribution would pe 2%

- in contrast to other mines’ 7

The other agreement guar
benefits to workers in return for pro-
ductivity improvernents. These in-
cluded bonuses, training and “em-
powering members .to participate
effectively in the changes planned at
the mine”.

ation has accused Transnet of diseri-
minating against white employees
and applying tokenispa in a_rush
include black faces. m@v

Salstaff president well
gaid: “They are not employing whites
unless special permission is granted
by the GM's office in Johannesburg,

“Our unlon strongly opposes this
decision because it is discriminatory.
We support equal opportunity at
work, in which the best person gets
the job, irrespective of race or sex.

“We believe that is the principle
that should be adopted.,We have .al-
ready informed President FW de
Klerk and Transnet man of
our views on this matte

ances created in the past, but we do
not support any actions that would be
detrimental to the company and its
present employees. We are opposed
‘to tokenism,” Benwell said.

“We accept that there were imbal- '

CAPE TOWN = While the political
negotiation process is progressing at
Eempton Park, an increase in vio-

consumer confidence, says the Bu-
reau for Economic Research, -

The Steltenbosch University-based
bureau disclosed tn & commereial
sector survey yesterday the violence

remain at low levels in the third
quarter, “particularly with respect to
how consumers view the short-term
economic situation in the country”.

“Consumers remain concerned
about their financial situation and
remain hesitant to incur spending.”

This was reflected in sales reports
by retail respondents. Retailers had

during the third quarter.
“Their expectations for the fourth

tic,” the bureau said.

" Inflation expectations had fallen
sharply and retailers anticipated
higher sales in the fourth quarter. It
gaid 64% of retailers expected prices
to increase at a slower rate in the
fourth quarter.

Most respondents expressed dis-
satistaction with business conditions
in the third quarter but were more
optimistic about the fourth quarter.

While business confidence declined
in the retail sector it increased mar-

had caused tonsumer confidetice to

pessimistic expectations about sales

quarter are, however, more optimis-

e e e e ————-

Omwmmgoo_ dented
by rising_yiolence

-ginally among wholesalers and in-
creased sharply in the motor trade,
“Uncertainty up until the election

wwmnﬁwwﬁﬁwﬁ. ¢ &N‘m\NHmumﬁmw Jence since April has serfously dented- at the end of April 1694 wilt probably

*-rtle out any substantial recovery of
- eonsumer confidence,” it said.
* uBrom the second quarter of 1994,
- an increase In personal disposable
{ncome, as a result of Jower inflation,

sumer spending, is posstble.”
White retail sales were sluggish,

motor £3 ere the -
S e
Sales by motor~d ad oit-

stripped expectations with both new

and used car dealers reporting ite

creased sales. - .

“The improvement in cat sales
must be ascribed to replacement
buying andi the number of new
models introduced earlier this year,”
the hureau said.

. Expectations for the fourth guar.
ter were generally optimistic in all
three sectors — new and used

- yehicles and spare parts.

The bureau said $4% of motor deal-
ers reported more orders in the third
quarter compared with a year ago
and 13% planned to place more or-
ders in this quarter.

tt said 10% of spare parts dealers
repotted more orders placed and
22% expected more orders to be
placed it the fourth quarter. — Sapa.

with a more positive outlook for cons

-

— - -

o |

-
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“etfral o 3
petrol scheme
GbVERNMENT yesterday banned Ty m

sk

e e
ML da

+ Pick 'n Pay’s discount petrol scheme and TiM COHEN '

and threatened to halt the retail dropped.” :

group’s supplies if it did not obey the He said there was little chance that the
+ injunction, petrol price increase would be scrapped

Defiant Pick 'n Pay chairman Raymond and he scotched reports that ke’ wounld
Ackerman immediately said he would take recommend subsidies for the taxiindustry
Mineral and Energy Affairs Minister to the Cabinet. i
George Barileit to court. L - However, deregulation of the petroleum

‘And Cosatu warned that if today’s Cabi- industry would be discussed in appropriate
net meeting produced a negativi response forums, and “it would be more valuable for
on the petrol issue, the union federation interested parties to provide constructive

" fWOuld “embark on a programme of action_  comment in these forums, rather than tak-
-to rescind the fue] price increase and en-"* ing the law inte their own hands™,

sure that an equitable formula isagreed on “At the moment there js only one advo-
for determining prices in futyre” - cate in favour of deregulation and tha is
.- Pick ’n Pay Has been operating the 7c/1 Mr Ackerman,”

discount scheme at its Durban Hypermar- Bartlett sent notification of his decision

ket since last week’s petrol price hike. The banning the scheme to Ackerman yester-
.group decided this week to extend the day, stating that he wag acting in terms of
scheme to other centres, his powers in the Petroleum Products Act
. Bartlett said-if the scheme had been left of 1877. The blanket prohibition also for-
unchallenged, it 'would have led to the “col- bade Pick 'n Pay’s involvement in any
lapse of the industry”. It would have had an form of petrol coupons or-discounting.
adverse effect.on the selling price of petrol It said should Pick 'n Pay fail to halt the
and would vltimately have benefited “only scheme immediately “further steps will be
«Raymond. Acl erian and the'Pick 'n Pay taken against you, including the prohibi-
“group ito}thg‘wdeﬁ'xj‘riéhtfb‘f service stations tipn of the supply. of: petrol to yon”. .
and conisumers ‘af large”, . } Ackerman said Bartlett had used “his
The. scheme would have led to a “free: totally arbitrary powers” to halt the petrol
for-all”,-with larger companies squeezing discount schéme,

o s

out smaller.rivals: “Already there have “We havé’ tosicomply and the notice
been complaints from g£as stations in Dyr- forces us to follow the injunction, But this
ban North ihat their fuel sales have 1 To Page 2

l’etl'Ol il uq\' o O From Page 1 _

will only be temporary. Tomorrow we will mechanism to dissipate protests on the
be consulting counse] and preparing to issue, If the Cabinet backeg Bartlett’s in;
take the matter to court because we are transigent stand “they will face a massive
totally legal and operating fully within our  backlash”.
rights and as long as we can prove this hig Cosatu also said Pick ' Pay’s stanq
injunction cannot stard,” he said. 1 would not ultimately benefit the consum,
Cosatu said it had watched Bartlett’s as supermarkets useq petrol as a losy
performance “with growing anger and leader, which affected the prices of oth
oods

of comprehending the seriousness With  DP leader Zach de Beer saig Bartlett’
which the ajority of Squth Afri view  action “smacks of Inost inopportune a
igsue, zn ' tack” on free enterprige. The DP intende,
It accused Bartlett of o g to use the o lift the lid “on disturbing features” of
Nationai Economic Forym as a delaying  petrol price at 3 news conference toda

——f
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- 18! tofally legal. If he (Bmvtleﬂ} {
- bins] ﬁ we'll challenge it lega 3

A hwhich is due to hit the Pretori:

d from*Durban yesterday: “We
‘ ‘““are . going ahead with the pro-

Blck n P@yé,"
ﬁff 4l mn«[w: ‘Ex:** .
dlscoun

Sbwor e'girg}q 'a;

[} BY!CHIIIS WHITFIELD - ;
NL: AND BRENDAN TEMPI.ETON !

A& showdown is looming -bes
tween the Government and Piek
“*1“Pay over the supermarket's,
~7¢ discount petrol schem'ﬁ‘

-

N | BRI -\-m;-.am_-.....—-....-

%ol

wmﬁ

[

Witw&tersrand-Vereenigin
area by Saturday.

.., Minister "of Mmera} ‘and, EnT

'ergy Affairs George Bartlet}
1 s8ys he-has the power to' cut
supply lines if the qjhe ig

i —

found to be illegal. (SO
‘But: the supermarket chain
Jhansx vowed to challenge:any
¢ Government ‘attempts. {0 end
“"th&- scheme, which has see
petrol sales at its D
pumps leap by 160 percent px
TPick 'n Pay joint managing
director Gareth Ackerman said

k-
—~——5~4:

amme because we believe if

f”“f
”‘,chk n Pay's arguments weré
e:gamlned yesterday by State

A spokesman for Bartlett‘s of-
ficé said a cut-off was only one of.

i

a range of steps which could b
taken. . "1
Under Pick 'n Pay's discouit
scheme, supermarket- -eustori-
ers. buying goods for more than
R1i0;are, given,a coupon allow- |
1ng ihem 7c a litte off 4s much :

petrol as'they want. .o
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BUSINESS

Plkpay earnings soar

TOM HOOD
Business Edito ’q [Ci?)
PICK 'n PAY bbtosted its

earnings by almost 19 percent
to R43,4 million for the half
year to JAugust 31.

The> mtemm dividend has been
raised, by 14 percent to 8,25¢
{7, 25c) 'a share and involves a
payout of R13 million to
shareholders,

Tumover grew by about 4 per-
cent or" R117 million to R3,2 bil-
110n — "indicating we are 11v1ng

n a non-inflationary society”,
sald chalrman Raymond Acker-
manitoday

Hw’déscmbed the results as “ex-
cellenf” and said the net pre-tax
profit of R72 miilion was up 8,6
percent on a year ago and related
to ; v‘2 .23 percent margin before
tax, whlch was the best result
smpgkAugust 1990.

The group ended the half-year
Wlth a gcash mountam of
R225 mllhon — up on R163 mil-
lioh 'a year ago but below ‘the

R309 million at the February
year-end.

Mr Ackerman said he believed
the results, achieved in very diffi-
cult trading conditions, showed a
depth of management and a par-
ticularly strong result from the
new top management that was
appointed at the beginning of the
year.

This result was achieved
through productivity and better
control of the business because
the turnovers were hard to
attain.

However, the group had in-
creased its market share.

Shortages came out at only 0,2
percent — “a vast improvement
onh any result we have had” —
and this was directly as a result
of management attention and the
technology on which s0 much
capital had been spent over the
past few years.

Expenses had been well .con-
trolled, coming out at R16 miillion
below budget.

Turnover showed a slow in-

crease on last year but market
share remained on a growing
p]atform

“This is the first period that we
are looking on low mflatmn in
South Africa.

“According to our figures, the
inflation in our company is about
5 percent if you exclude the 2
percent which is affected by the
VAT increase.”

Although stocks of R463 million
were up on R428 million a year
ago, Mr Ackerman said it was
primarily due to the slowdown in
turnover and certain imports,

. particularly toys, that came in
much earlier than usual.

Wages and salaries went up
about 9 percent and yet the re-
sults were achieved in spite of
turnover growing only 4 percent,
This definitely was a sign of im-
proved productivity and control
in all aspects of the busmess

The market share.of"non-foods
had increased in'.the hypermar-
kets and superstores, which was
encouraging, Mr Ackermdh said.




TOM HOOD, BusmesagEdltor
A«";I'WO .YEAR programme to
‘open hétween, 50 and: 100 $mall
no:frills, stores in.: parinership
wnth new entrepreneurs,wnll
begm soon_at Pick'n Pay
ﬂ«.!I'he f:rst phase,: costmg
,about Ral mlllmn, wnll create
gyﬂop%new Yjobs-in stores and
“dis nbutmn, and. prov:de -the
"launchmg pad-fora ne\‘v ‘gener-
atmn of gmall businéss {people,
says group chalrman Raymond
Ackerman . .
A A;»“The stores ‘would be“‘totally
aggressive and even refrlgera-
"‘tloll ‘would, hie cut out to keep
_prices Tow: . - e,
.ﬂ..Plck n Pay would».run a
trammg schooi for these ‘small
I;etallers, who, Would, have 1o
pass an exammatlon Hion,
JArrapgemenl;s were.being
‘made wnth . 'financial, J:hstltu-
'.tmn to fund the’ programme,

and" those taking: part;woild
,wn ‘their business,: with
| Piek'n Pay orgamsmg the sup-
- piyiof goods .
7+ The slfores would be based in
| South. Af rica. mmally o
‘ \gg“‘Onc}: Wwe have estabhshed
ol rég fin nclal and dlStr.lbllthIl{

- ;égces es ‘for the new-stores,

— mw—'—-—--v-—'—-:"-.—"ﬁ—'"—A—W e

will “look. at expansmn"beﬂ g
d our borders,” added' Mr -
Ackerman. -
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MAJOR retailers expected sales to
remain sluggish in September with
no sign of any big upturn, according
to figures released yesterday by the
Central Statistical Service (CSS).

Retailers predicted real seasonally
adjusted sales figures would fall by
0,6% in the month after rising 0,5% in
Angust. This would bring the annual
rise in sales down to 0,87% in the year
to September from 2,7% in August,

The figures were based on esti-
mates - provided by the largest 100
retail trade firms.

Economists said they were not sur-
prised by the sluggishness in the fig-
ures as szlary and wage increases
remained under pressure and real
interest rates were high, No real im-
provement was expected until con-

“sumer confidence irnpmvedﬂ and in-
terest rates were cut. 21| A

Pick 'n-Pay joint MD Gareth Ack-
erman predicted growth would re-
main fairly flat in the' coming
months. “Although sales will pick up
as Christmas approaches we expect
no real fireworks.” He did not foresee
any significant improvement until
after the election next year.

of sales upturn

rm  Expected retail sales’
Constant 1990 prices
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OK Bazaars marketing director
Arthur Solomen said there was no
sign of a recovery in retail ‘sales.
Consumers were living from kand to
mouth and were buying necessities.

He said a drastic fall off in the
level of violence was needed before

consumer confidenc ould show
signs of improving, C -
Old Mutual econcfiist Rian le

Roux expected retail sales to bounce
along the bottom unti! there was
more certainty about the policies of
the new government. He said politi-
cal uncertainty made consumers re-
luctant to spend.
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Pick n Pay t@e@[&tend ‘E?Fo?r%%t petro}

af dagh
s “RI(!:K 'n Pay announced yesterday it would

!

<extend its discount petrol scheme to 16
hypermarket outlets around the country
+ within days, as petrol sales at rban

. testr outlet rocketed 250%@ T%O)
w pln & tense standoff wi

sattorneys for Mineral and Energy Affairs

government,

»Minister George Bartlett are considering
syesterday’s submission from Pick 'n Pay

: .attorneys on the discount scheme.

. Our Durban correspondent reports that
joint MDD Gareth Ackerman expressed con-
cern. that Bartlett might invoke powers
under the Petroleum Produets. Act to and
the scheme. But if he did Pick”a Pay would
.take,government ¢n gonrtand win”.

Bartiett’s spokesman said the Minister

was waiting for legal advice and probably

THEO RAWANA i |

would announce his decision after tomor-
row’s Cabinet meeting. Our political staff
reports that Bartlett said last night no
finality on how to resolve the petrol price
controversy was likely until the National
Economic Forum met in two weeks’ time.
He told the Convention of Democratic
Taxi Associations in Cape Town that he
could not see the price being Jowered. He
had sympathy for the taxi industry and
would discuss its problems, including 2 call
for subsidies, with the Transport Minister.
Sacob head Raymond Parsons said busi-,.

 ness representatives met t0 discuss recom-

.mendations for this week's National Eco-
nomic Forum task force meeting.

Ky
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merning with pumps blazing

RENEGADE petrol discounter and
chalrman of Pick 'n Pay Raymend
Ackerman faces having his R52-
million, 31-million litres a year retail
fuel business shut down by ministeri-
al edict.

He will receive a report today
from his lawyers telling him whe-
ther his 7e a litre coupon discount
scheme operating in Durban until
Friday can be successfully defended
ageinst a government challenge.

Mineral and FEnergy Minister
George Bartlett has summoned Mr
Ackerman fo his Cape Town office at
gam tomorrow to explain hig legal
justification for brazenly defying
petrot price regutations which forbid
price cutting.

SHOWDOWN ... discount king Raymond Ackerman wilj

SiTiweo M9

| By PETER DE IONNO

Mr Bartleit, under attack this
week over his uncompromising
gtance on the petrol price rise, sent
Mr Ackerman a government legal
opinion that any form of petrol
dfscuuntlng was illegal.

“He has the power to stop me
selling petrol” safd Mr Ackerman,

- who had planned to Iniroduce the

scheme in hypermarkets around the
country from Wednesday. Now the
lan will only go ahead If Pick 'n

2

ay’s legal argnment {8 aceepted
the minister. @%
“We have gone tirough a legal

meet Minister

q3

lIoophole — I am convinced we were
right,” Mr Ackerman said.

“The regulations say the seller of
i):‘tml must receive in full the price

d down in law ~ and that’s what's
happening, The recipient does not
have to pay the full amount.”

He said shop spending more
than R10 had been given coupons
allowing them 7c a litre off as much
petrol as they wanted.

Mr Ackerman said price-fixing in
the fuel industry made the govern-
ment that preached the merits of
free enterprise to the ANC and the
world look ke hypocrites.

Mr Bartlett was not avaitable for

comment.
@ So0 Poge 7
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MAKRO is testing a novel
way of distributing its pro-
ducts in the townshi
Inan attempt to gain great-
er access to the vast, largely
untapped market the Mass-
mart subsidiary is kitting out
nine freight containers as in-
stani spaza shops and will use
them to begin work on a retail
infrastructure in the town-
ships.
ntainer shops have been

successful in western Cape
townships like Khayelitsha,

Although the townships
offer huge potential to trad-
ers, the usual ways of getting
goods to them have failed be-
cause of the lack of infra-
structure and attacks on de-
livery vehicles.

Makro Food director Paul
Marsh says: “Supplies are not
reaching the large informal

RTUNITY: Massmart empl

Makro adds instant Sp

oyees Size up the con

By CHERILYN {RETON

market because of the danger
and high costs linked with
serving spaza-type stores”

The 1X-metre-long con-
tainers are insulated ang
decked out with shelving and
a gas freezer and fridge, The
first nine — fully stocked by
Makro to the value of R40 000
- be given away to the
winners of an in-store com-
petition.

seesthe concept aga

“toe in the water”. If the oon-
cept works, Makro will con-
sider setting up a chain of
container shops,
. “The idea is to put up the
infrastructure and finanee for
the storekeeper, sy ply him
with rolling eredi from
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ownship retail

Makro ide medigal "<l ga b
aid and gggsﬁmwde o advertisiy

first nine containers, which for Some time.  — — . ~._
bpavenél'}ayinectﬁﬁe?. “The signage will give
Winners of thie competition  awareness inbigg boost wl?ere

four-day retail

training course from
] Ahead Foundation . -
will deliver the eon-

derivations pf the bgsic con-' tainer to the si the win-
tainer.” MJ ' gners’ choice. ls‘ﬂ 93
Makro is'usinig uence, % -Mr Marsh says has

. - W

-

R i
g

it commts — right in the mid-
dle of the township. We all
know this is the market. We
have been wel] supported
over the years by traders
from the township but there is
still a lot of potential” .
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BusinesgEditor

‘THE retail industry has shown little
improvement of late, reflecting the
market: being in the doldrums, says
the latest quarterly issue of Rode’s

Retail Report.

)| - Landlords cannot expect rental in-

creases in a hurry, says research di-
rector Erwin Rode, editor of the re-
port. .

He points out that escalation rates
in shop leases average 12 percent, the
same as the previous quarter.

“Company earnings in the retail
sector appear to be showing some im-
provement,” he adds. “Furniture and
household appliances showed year-on-
year growth during the second half of
1992, falling back slightly towards the
end of the year.”

Some recovery was shown in the
first quarter of 1993, with a slight de-
crease in May, which still reflected
positive year-on-year growth, howev-
er, v

“Earnings of some retail and whole:
sale companies have also shown some
slight increase since the middle of
last- year. This has continued during
the first.five months of 1993. The in-
crease ini retail and wholesale earn-
ings has'also translated into positive
growth, year-on-year, in this seetor.”

stays 1n doldrum
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A positive influence ir the 'sector’s
performance could be attributed to
the rent and electricity boycotts in

black townships, which had raised the
disposable income of residents,

Should satisfactory rental and elec-
tricity agreements be reached, these
people would probably experience
substantial decreases in their dispos-
able income. This could be detrimen-
tal to the furniture and household
retail industry. ot

Most purchases made in this sector
are made on credit. Consumefs with
instalment commitments would find it
more difficult to continue paying for
these purchases, and new buys would
be similarly affected.

Generally, retail sales have shown
no improvement since the last quar-
ter of 1992. In most categories further
declines have been experienced, with
year-on-year c¢hanges also showing
further declining trends.

The Cape Province still appears to
be showing the most growth in the re-
tail sector, with three regions — East
London, the' Cape Peninsuia and Port
Elizabeth — remaining under the top
five performers in the country.

“The outlook for the industry as.a
whole is, however, still bleak,” Mr
Rode concludes.
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ANC unkenng in business reglonal arts councils. The scheme day-to-day decision- makmgo p‘}ib?
e 8] g — has drawn fire from ANC activistsin  licly owned companies and‘im,pose
d — under the pretext Bophuthatswana who say it envis-  their prioritles on a beleaguered prL
OfYEdl‘eSSmg past ages a privileged relationshlp vate sector. Prescription and’ corlﬁ'lf
anomahes — favours the between the government-in-waiting tion inevitably proved mseparafale
black business elite af the 2ard a company heavily involved partners. The cost of misdirected
- with a repressive homeland regime. tnasters of the universe recasting
afggnse of the oped Serote has also been criticised for the world in their own image“i?
masSe reports a deal with Elmo de Witt Films that apparent. In 1992 Zimbabwe's per
Iden Wetherell sets up a National Film Trust of capita GDP fell below the 1974 level
— Southern Africa. The ANC will when sanctions were in full [orce
) wim l-' 23 Lﬂ l‘l? reportedly receive 25 percent of the ~ While redisiributive po]icies h_avé
WS that profits generated by the trust while evidently done little for effective pop

| Congress leader Nelson

Mandela has threatened to
block the award of cellular
telephone licences until a new gov-
ernment is in place spotlights a
poterifially hazardous trend — priv-
ileged access to the economy for a
politically connected elite.

The pretext for ANC interference
n this ahd other recently publicised
cases is difficult to fault — resis-
tance to unilateral restructuring by
an uprepresentative government
and the'need to empower emergent
busingss interests hitherto excluded
from [he economy. But the implica-
tions are more sinister — deal exclu-
sively with us, the ANC hints none-
too-subtly, and we will see you right
in the new order,

A patiern is emerging. The ANC-
linked investment company, Thebe,
has signed a sweetheart deal with
United. States-based Digital
Equipment Corp and is exploring a
similar agreement with multi-
national publishing giant Macmill-
an. Both provide for parinerships
with"Thebe compantes that promote
black'business and circumvent
sanctions. Scholarship programinm-
es, u;ainjngand investment of funds
in fthe»new Subsidiaries secure
appm\‘rél“from architects of the new
order ‘while av“bidjng censure from
the African-American lobby.

ANC promoters also approached
the organisers of the Miss South
Africa contest to extract R250 000
for future “training programmes” for
black beauty queens in “a major
breakthrough for the oppressed
masses”. They reportedly insisted on
participating in the future selection
of judges for the competition.

In another development, ANC arts
and culture supremo Wally Serote
has been circulating a draft agree-
ment with Sun International that
would estabiish a Sun-sponsored
arts foundation together with

an affirmative action programme
will benefit black film-makers.
Members of the Film and Allied
Workers Union charge that such an
initiative between a future ministry
of culture and a single production
compaiy “might create an environ-
ment of unfair privilege for the com-
pany involved”.

Mandela’s latest intervention to
delay the award of telecommunica-
tions licences is perceived as an
attempt to hold the ring for favoured
overseas companies and “correctly
affiliated” local business interests.

There is nothing new in this. The
National Party government has for
years acted as gatekeeper for
approved companies, But the ANC
argument, reflected in Thebe's mis-
sion statement, that it needs to
redress past anomalies by a process
of active black empowerment raises
a salient question: exactly who gets
empowered by insider deals that
favour an already well-placed and
upwardly mobile black business
elite? And can an economy that
works on the basis of such
favouritism operate efficiently or
deliver any useful measure of social
Jjustice to the less fortunate?

Elected political leaders are enti-
tled to make decisions that rectify
past anomalies. But the conse-
quences of high-level intervention in
corporate decision-making on the
pretext of levelling playing fields and
favouring the historically oppressed
can be devastating if promiscuously
applied. Corporate “cronyism™ has a
debilitating knock-on effect. Morale
suffers, able people quit when merit
is ignored, and the cost of incompe-
tence is passed on to consumers
with inflationary consequences.

When Zimbabwe's governing class
assumed power in 1980, no prob-
lem proved oo daunting. Ministers
ordered the promotion of politically
deserving friends, interfered in the

gatekeﬁpers

ular upliftment in Zimbabwe,
embourgeoisement has been a run-
away success, The gap between rich
and poor has widened immeasur-
ably since independence.

In their proposal, Thebe pr‘omised
Macmillan “a regular line of commu-
nication with the relevaril govért-
ment structures in the new. South
Africa”. Thebe claims 1o be "a ath-
Iyst to correct the econortiic im"bail-
ances in South African socie[y
There are a host of multinational
and local adventurers prepared to
pay for such privileged access while
“correction of imbalances” can offer
arationale for fust about anything,

Corruption is well ensconced in
the South African economy with
parastatal and local government
contracts offering rich pickings, Add
to that an emerging culture of enti-
tlement, a pressing need from below
for extended patronage by those for-
tunate enough to reach office, and
local masters of the universe on a
political high, and the prospects
appear inauspicious.

The Jast thing South Africa needs
in this corrosive situation Is a new

generation of official gatckeepers — °

a politically well-connected business.:
elite charging for admission to a-
growing fleld of opportunitics. That:
will ultimately distort business-+

where it has not been deterred,

empower the already powerful and ..

provide an environment in which
impoverishment becomes further

institutionalised.

Companies wishing to enter the
market from abroad may build the
cost of doing business in South
Africa into their corporate calcula-
tions. Others may not be prepared to
pay the price. But can South Africa
afford to engage in policies that
favour those who are alréady. placed
to take advantage of new opportuni- -
ties at the expense of an underclass
who have no prospects at all?

}
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TAFELBERGFW 17 [A]ae
Feeling the icy chill

Activities: Aotails furniture. @0)
Control: Directors 43% (1992: & %),
Choivman: £J Theron.

Capital stracture: 7.2, 3m ords. Market capital-
fsation: R2,7m.

Share market: Price: 22¢c. Yields: 13,6% on
dividend; 27,2% on earnings; p:e ratio, 3,7;
cover, 2. 12-month high, 25¢; low, 18c. Trad-
ing volume last quarter, 86 000 shares.

Year to Febraary 28  "00 91 92 93
ST debt {Rm} ......... * 0,7 1.3 1.4 0.7
LT debt {(Rm) ......... 1.4 1,3 0,1 0,1
Debt:equity ratio ..... 053 087 027 0,11

Shareholders’ interest 32 32 33 29
Int & leasing cover . 10,7 n/a n/a n/a
Return on cap (%} .. 155 13,2 8,6 5,8

Turnover (Rm} ........ 31,1 M5 4498 499
Pre-int profit (Rm} ... 1.8 1.8 1,2 1,0
Pre-int margin (%) .. 5,8 4,3 2,7 1,9
Earnings {c) 7.0 7,5 7.0 6,0
Dividends {(c) 35 356 3.5 3.0
Tangible NAV (g) .... 30,2 34,1 36,8 38,7

As surely as all Capetonians feel the icy
winter South-easter when it reaches land
from the frozen Polar cap, this Cape-based
furniture retailer felt the chill of the prevail-
ing trade wind in financial 1993,

Tafelberg is one of the few so-called furni-
ture retailers that operate almost entirely on
cash. Its stock comprises household furni-
ture, electrical appliances and sophisticated
audio and television equipment which it mar-
kets to middle-upper income groups. It did
well to increase turnover by 9% when the
market was shrinking. It retained its market
share despite selling only for cash, But it did
50 at a large cost.

Again, margin suffered (it has been stead-
ily deteriorating over the past four years)
and pre-interest profit fell by a fifth —
partly because cash generated by operations
was lower, partly because about R500 000
more was spent on fixed assets and net inter-
est received fell even though interest-bearing
debt was reduced,

Stock, financed by creditors, increased by
R2m, resulting in a slower stock turn of 4
(1992 4,4). Yet chairman Eugene Theron is
undaunted by trading conditions. He is pro-
ceeding with the expansion of facilities that
will involve capital spending of another
R2m, to be funded, he says, by profit arising
from additional turnover generated from the
enlarged sales area.

Over the past five years, Tafelberg has
grown turnover at a compound 14% 2 year,

Fm 11/9 ]38

{cans_Tafelberg Furniture Stores
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i below average inflation of about
Sll;%:l.ql):hat’s not bad compared with the way
the furniture industry has fared. But pre,(-l
interest profit has fallen at a compgulé
13,4% a year and EPS have dropped by
5,1%. That is hardly a tgend tg €
investment in the sh;rem =

i anisation has
gi;l;llllll; Osl;%ed in Bellville, Paarl and Cape

Town and has developed a loyal customer
base which, in the hands of a la_rger ﬁrmtlp(,i

could be greater than the goodmll re e_::j e_

in the present pie. Its net wor_th is c(msi}f era

ably above the share price. So it could offer
target. .
talf['cl?::;n sagys that, for interr}al pl?.nr;mi,)

it's being assumed 1994 El_’S is unlike yt °

exceed that of 1993, Bven with another ze to

indifferent results on the cards, any pre ia1 0

ry action should boost the share price. Other-

WISC the Shale 1§ Un lke y to be IGl‘ated
i N 1 l
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Pick ’n Pay to

first franchise

Business Staff

DURBAN. — After a mini-
battle between supermarket
chains, Pick 'n Pay is to
launch its first franchise
store in Natal as a “totally
new experiment”, chairman
Raymond Ackerman said.

However, he emphasised
that the new franchise at the
former flagship Hofmeyr
Heights (Westville) store —
which Spar had shown an in-
terest in — should not neces-
sarily be seen as a *‘proto-
type” for a future chain of
franchise locations. '

There has been speculation
that Pick 'n Pay is planning a
franchise chain throughout
South Africa.

Mr Ackerman said he is
not yet ready to disclose any
details about *“an exciting
new venture” for the chain.

“All I can say is that our
group is working on some-
thing new ... quite
revolutionary.”

He said Westville develop-
ments flowed from the open-
ing of the huge new Pavillion

" franchise,

centre into which Pick 'n Péy
1S {0 move

The store has importance
because it was the first in
Natal and is located beneath
Pick 'n Pay’s Natal
headquarters. . s

Pick 'n Pay’s general man-
ager (supermarkets) Mike
Limbouris said the store had

or

trader whe at the time had
been promised a Spar

However, two weeks ago,
Spar had turned down the
franchise because Buxtons

its Hofmeyr .not belong to Pick "n

Helghts store. 7 Stalt woiild be em

Y
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0
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“- He stressed the shop wouid
ployed
. by the trader, whom Pick 'n
Pay declined to name at this
. stage. - .

Pick ’n Pay would allow
“the trader to use its bulk buy-
ing power and would pay his
-suppliers, ..

L 2SI

[

NI Baw oy

_been sold to an independentﬂ“%}_si,ﬁ{%‘devempmém manag-

er Jimmy Papadopoulos
would not comment, iz,
- -vPick 'n"Pay $farted with
four small supermarkets in
Capg.;!jown in 19(‘5?.::«,3{;:? e

(which has a Westville store). ), Today “the Store count

Objected.

The independent was told
he could open a Spar fran-
chise only in partnership with
Buxtons. e

Mr Limbouris said he had
doubted the independent’s
ability to make a profit on
this basis,

Given the “track record” of
the trader, and Pick 'n Pay’s
emotional attachment to the
store, it had been decided to
try out a new franchise
scheme. :

Stands at 107 supermarkets,

" 14 hypermarkets, i1 Board-

mans ' stores (household

0ods), eight Price Clubs

. {wholesalers) and the three

Chain Reactions (clothing
Stores). T oL e e

be spent on expansion this
%ear » With two new stores in

urban one in Somerset West
‘and one in Johannesburg. - -

~ Price Clubs are planned for

)
A

et ..):'- 2 .
“' Several million rands will
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Susan Holdsworth:%
sales executive: new®
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Kimberley, Rustenburg and | cars, Market Toyota*
Nelspruit. A Diepriver. ég
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CHRISTMAS TRADE
Shining brighter

The good times aren’t rolling yet but those
who cater for Christmas shoppers expect
them to dig a little deeper into their pockets
this year and boost turnover by at least a few

percent in real terms compared with last
year. Fu Zbﬁﬂnqa

Pick 'n Pay chairman Raymond Acker-
man is “quietly confident” that sales could
be up 1%-2% in real terms on last Christmas.
He bases this on October and early Novem-
ber sales being better than expected, as well
as on his perception that “though things are
still tight, there are definite glimmerings of
increased purchasing power.” He says toy
sales, for example, aye at leagt 10% up in real
terms on last year(rao

“People are definifely more confident now
than they were last year. Some of the money
they’re spending is from savings being re-
leased and from the drop in interest rates
increasing their disposable income.”

Shoprite-Checkers MD Whitey Basson is
also optimistic. “We're planning to gain
market share, so I think we should have a
good Christmas even though sales don’t indi-
cate a bumper Christmas and there aren’t
any signs yet of a major recovery of the
economy.”

Ross Heron, MD of Tek Corp’s Defy Ap-
pliances Division, which manufactures white
goods such as stoves, refrigerators and wash-
ing machines, says this will be a good Christ-
mas and growth in real terms will be 2%-3%.
Like Ackerman, his indicator is good sales in
October and November when *those who
ran a tight ship did well” even though prices
were under pressute,

The industry, he says, is now reaping the
benefits of Eskom’s electrification of
200 000 houses a year, which is set to jump
to as many as 500 000 a year. This is trans-
lating into a windfall of first-time buyers of
stoves and refrigerators. This, in turn, means
that the industry’s volumes have risen 7%-
8% on last year and turnover is up 2%-3%.

The industry is also benefiting from hav-
ing held increases to below the inflation rate

BUSINESS
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for 10 years, which kept sales ticking over in
the replacement market. Heron also expects
this market to surge ““because there is a limit
to the length of time replacement can be
delayed.”

Frans Jordaan, executive director of the
Furniture Traders’ Association and director
of the Radio & TV Manufacturers’ Associ-
ation, says the retail furniture trade also
picked up significantly last month. That
makes him “reasonably optimistic we'll have
a good Christmas, that total sales of furni-
ture and household requisites will be be-
tween R1,45bn and R1,5bn, which, after
allowing for inflation, should be 1%-2% more
than last year’s Ri,3bn.”

Much of this growth will come from in-
creased sales of electric appliances, once
again because of the stepped-up electrifica-
tion programine.

Jordaan expects that TV sales will just
cover inflation, but that sales of audio equip-
ment will drop. “That market is saturated.
The introduction of CDs gave it a boost, but
it has now absorbed nearly all the CD equip-

ment it needs. Instead of merely buying CD:

players, many bought entire units so they
won't be coming back for a long time.”

It won’t be a merry Christmas for the
motor industry, says a spokesman for the
Nationa] Association of Automobile Manu-
facturers of SA. He interprets the 4% drop in
car sales in October, compared with Septem-
ber, as a clear indication of sales softening
{though monthly sales have been up for most

(20)
o7 the year when compared to the same

month last year). And, he complains, “it may
go through to December, which, in any
event, is our worst trading month, We aren’t
expecting much of an improvement on the
13 500 units we normally sell in December.

“The plants cut production from mid-De-
cember to the end of the first week in Janu-
ary so there’s no stock, which doesn’t really
matter because there aren’t many customers.
Most of our customers are on holiday any-
way, which also doesn’t really matter be-
cause it’s only half a trading month due to
the public holidays and everyone who isn’t on
holiday being in a holiday mood.”

Bah humbug! |

Ly —




SAB determined

2 NTEEY

to revitalise OK

WBY STEPHEN CRANSTON

SA Brewerles and OK chair-
man Meyer Kahn last night ad-

mitted responsibility for the ‘

OK's problems,

In & presentation to the In-
vestment Analysts: Soclety,
Kahn said that the OK had suf-
fered from bad focus, bad luck
and a bad environment.

SAB had been happy to
intensive

maintain the OK in

care, a8 it was such a small
contributor to the group bot-
tom line, but in the last cou-
Ple of years it had “croaked on
us”,

8AB, however, was deter-
mined to resuscitate it,
taliseftand getfiright. = .

Kahn defended SAB's policy
of diversification from beer.

He said that In the last
seven years, the beer division
had increased at a
compound rate of 22,1 percent,
the rest of the group at 19,4

percent.
“We have made mistakes

}, tbut they have been far and
* away outweighed by our sue-

cesses,” Kahn said.

On SAB's recent favest-
ments, Kahn said there was
enormous scope for expansion
;;1 E‘hagignia Breweries, in

recently acquired a
50 percent stake.w

He predicted that SAB
would increase output from
300 000 hectolitres to 10 mil-
lon hectolitres in 10 years.
This was feasible as Tanzania

_ tribution,

" now had a population of 30
millio

n,
South Africa, with 35 miliion
"throats”, consumed 23 million
hectollires a year,
- The Kobanya Brewery thihsl
ungary, acquired earlier
month, suppHes two-thirds of

.. Budapest’s beer demand and

}3{5 percent of. the d

The{e was considerable

scope for exports as Hungary

was close to Romania, the for-

mer Soviet Union and othep
markets,

SAB's first task was to mod-
ernise the brewery's “stone
age” production facilities and
to fix product quality and dis-
, Kahn was not too concerned
about the emerging
tion from NSB and from Pepsi
for its soft-drink bottler ABI,

He said he had seen more
Pepsl in the newspapers than

He said SAB had no inten-
tion of handing over market
share to the black-owned
brewer NSB in order to satisfy
public opinfon.

“We will continue to be an
internationally competitive
Wor low-cost producer
::'I ;mer and will eontimgh:.o

to our range, satisfying
the tasies and aspirations of
the broader population.

“The publie must judge
gl;)fe beers they want to
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BARNG TS0 tulan,

For jobbers only

Activitles: Retails furniture to middle and lower
income groups, trading as Barnatts and ABC.
Controk: Diroctors 43%.

Executive chalrman: M M Lewkowski: MD: 8

Fillay.
Capital structures 13,8m ords. Market capital-
isation: R4,8m, s

Share markets Price; 35¢. Yields: 7,1% on
dividend; 30,6% on earnings; p:e retio, 3,3:
cover, 4,3. 12-month high, 50c; low, 25c.
Trading volume last quarter, 85 000 shares.

" I ] ‘93

Yeor to June 30 90

ST debt (Rm) ......... 729 &0 33 82
LT debt (RAm} ......... 14 08 18 21
Debt:equity ratio ... 0,67 020 0,25 0,33
Shareholders’ interest 0,38 0,41 0,40 0,36
Int B leasing cover . 2,3 2,7 31 28
Return oncap (%) .. 106 10,2 6,8 6,6
Turnover (Rm) ....... BR,0 52,7 63,6 879
Pre-int profit (Am) ... 46 44 3,2 3.9
Pre-int margin (%) .. 9,1 83 5,0 4,5
Earnings {6} ..uueeeeeee . 88 139 128 10,7
Dividends {6) ....eeese. _ 2,5 3,6 2,6
Tangible NAV {c) ..., 122 128 138 166

D (2o)
A 38% rise in turnover and a 14% dip in
earnings seem to attest to a collapse of mar-
gins but the picture is not all that bad. Pre-
tax profit rose by almost R400 000 but, with
the exhaustion of assessed losses, the effec-
tive tax rate leapt from 26% to 46%. More-
over, almost all that is a deferred tax provi-
sion and so no drain on cash flow.

Quaiity of enrnings

Barnetts provides fully for deferred tax;
hence the quality of earnings is higher than
for some competitors. It also took the de-
ferred tax gain from the reduction in the
corporate tax rate, equal to about 1l¢ a

COMPANIES
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the results *‘satisfactory” in the circum-
stances, mainly thanks to strategic expansion
into neighbouring States.

At the halfway stage, six-month EPS rose
from 7,5¢ to 8,7¢*and’ the interim report
hoped for an increase in annual earnings.
But second-half earnings seem to have been
only 2c, against 5c in the second half of the
previous year, though that in part reflects a
higher tax charge.

Monperforming stores

Three nonperforming stores in SA were
closed and six others opened in neighbouring
territories, with a further three (two in Bo-
tswana and one in Bophuthatswana) planned
by end-December. No further expansion is
projected this year.

Lewkowski says store openings pushed up
stocks and thus borrowings (which rose for
the first time in three years) and interest
paid. _

The preliminaty report said opening costs
also hit margins. The 37% rise in stocks is
almost exactly in line with turnover, but
financial ratios, though still reasonable, did
deteriorate slightly.

The report cites neither the number nor
the location of stores, an omission all the
more regrettable in view of the growing im-
portance of business outside SA. Oddly,
more information was given in the prelimi-
nary statement, which said there are 33
stores in SA, six in Bophuthatswana and nine

m “neighbouring territories” (presumably
mainly Botswana). )
In the present uncertainties, Lewk'owskl
finds it impossible to make any meaningful
comment on the outlook for this year, though
he hopes the “increased focus of the manage-
ment team” and tighter controls being put in
place will go a long way to counter the
negative environment. )

The earnings and dividend record is errat-
ic — dividends have gone up three times and
down three times in the past six years — and_,
by coincidence, the 35¢ share price is what it
was when the FM reviewed the 1991 and
1992 annual reports.

This hardly suggests the share has been a
rewarding investment, except to short-term
jobbers. ‘

Looking purely at the 1993 figures, it
might appear undervalued but any rerating
is unlikely until a more consistent record is
established. Michael Coulson

Sowca FNET
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CITY PRESS, November 28, 1993

ONE of the duties of Nafcoc is to produce
innovative policy proposals designed to re-
dress past economic injustices.

Among these are preferential pohmes fa- -

vouring blacks, which, at the same time, will
avoid shortchanging formerly advantagcd
groups.

In effect, whites will continue to do busi-

ness in accordance with the existing legis- |

lative environment. Preferential policies,
however, will apply to the historically less
advantaged precluding them from legisla-

tion which interferes with voluntary bus:-

ness.
The crux of the proposal:

B Whites continue for 10 years to do busi-’

ness under existing regulations, with its high
taxes, tariffs, exchange controls, licensing

laws and the myriad of prohibitions on trad-

ing and other activities. No additional bur-
dens are placed on them.

8 Blacks on the other hand are totally
exempt from this web of controls, which is
not of their making.

The purpose of this policy is to allow1

blacks a comparative advantage, giving
them 10 years of the most advantageous
business conditions possible, as a means of
righting some of the wrongs of the past.

If blacks should decide to go into business
with whites, they will have to maintain a
majority participation in the business if they
wish to benefit from the exemptions. For
instance, blacks will have- to have at least

51 percent of the shares and a majority of ’

the seats on the board of directors of a com-
pany.

Another option is that all formerly disad-
vantaged areas be declared Economic De-
velopment Areas (EDAs), in which resi-
dents and businesses will be given significant
exemptions from economic regulations and
taxes.

The primary purpose is to create a com-
paratlve advantage for people living and do-
ing business in these areas. This measure
will provide opportunities that will far ex-
ceed anything that can be produced on a
forced transfer basis.

A great advantage is that the people will
identify and utilise the opportunities them-
selves and will not have to wait for govern-
ment handouts — an inefficient transfer
method at the best of times.

What is the logic of this proposal:

M It is a temporary expedient (10 years).
M The playing field will be tilted radically
in favour of blacks.

B Whites will go out of their way to work

RSt

A future Soltth African_government

the people who voted it to ofnoe is,
sure to be a formidabje ‘task,” says
National African Federated Chamber

of Commerce second vice-president
. GABRIEL MOKGOKO, (right). This is *
- an edited version of a speech kie gavé |
" at a dinner hosted by aﬂillate‘
" "Inyanda Chamber of Commerce i :

Durban last weeken : t} A ﬁ
5 #ﬂh ‘T’?.i }’i:i.

! LTI S !ﬁ‘-)\i‘

‘w:th blacks w:tho
'I Blacks will be placed at theqﬁe

are now, s ,«WW dery
M The hlgh expectations for-rap: ﬁ?a

'ng oompel

s

rapidly growing economy ‘which mll reduc
overty, unemployment and backlogs. ¥
A rapid and spontaneous restructuring

and total a nsfo emnomy 5
will occur D o
B Whites l be

will be adequately catered for. 5%
B Justice will be seen to be.dome.
B The international commumty is unl Aely ;
to see the policy as punitive.”? - ;;f?:pe £ st
B Whites are likely to accept the policy. |
M The policy is unashamedly racist,”

recognising that the damage caused by past -

.1&

-,,]a;,q

way reversing the process.”" « "% F
The proposal would appeal to many and

is better than trying to wring inadequate re- *

sources out of reluctant whites yhxch is ltke-
ly to increase racial tension. !

" With regard to the protection of property
in a Bill of Rights, blacks should enjoy

stronger rights than their white counterparts ;'

in terms of expropriation. %@ i1 .y

faces politicaland economicdifficult- ﬁ”
les. Meeting the high expectations’a of ¥ f‘
5’

S

Ay \EF'%-M% Py
v M ST R :@%
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ok

against subdivision. Blacks would be able
A0 buy farms (without paying transfer tax--

,) and subdivide this land into smaller par-

SItes, industrial land and so on

"Black” companies would have a major-

i Blacks will be exempt from import duties, -
exclse duties, tariffs, income tax, stamp dut-

fes, and a multitude of similar taxes. Black .

Wi Blacks would be able to btuld w1thout -
;i‘vcomplymg with-building codes and restric- +
%}tlons except those concermng safety.
}"’m’fﬁ U~
vakity of black sharehelders (51 percent) and |
L) amajonty of black directors. Such compan-
!les would be exempt from company taxes ’
Hind would also qualify for all the”

. racism cannot be assuaged w1thout in some J;m exemptions available to individuals.
r# A

owned businesses will be exempt from reg-

mtenng for VAT, -~ ™

; Blacks will be exempt from all exchange '

controls and currency restrictions. They will
be entitled to hold accounts at local or

foretgn banks in currencies of their choos- -
Blacks will be exempt from all land use ?-’ ing.

laws and regulations. These include laws ‘““ Blacks will be exempt from all licensing -
pertaining to subdivision of agncultural - laWS and would be able to enter into busi-
land, zoning, laws and building regulations.” 7 ness without having to comply with legal
The only restriction on land use which will ', formalities. They would not be debarred ,

m,t
=iy

apply to blacks will be the common law. from doing any work which they are com-

Black farmers should have freedom of as- F' petent to perform because they lack certifi-

sociation with agngultura! marketmg‘

boards. T Ry
Blacks will be exempt from all laws re-
lating to mining licences, mmmg leases and
the lease formula.
Agricultural land is presently protected

cation.

Steps will be taken to ensure that laws
necessary to govern corporations, property
rights, financial institutions, stock markets
and the airwaves do not continue to protect

‘'vested interests at the expense of biacks.

=
T . N
- 51@“& - bt
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-handouts::

' .BLACK people in’ South
Africa “are.not looking
for handouts” rather an
equal bpp“or-tulni yi.to
compete in -business’
said director of the Insti-
tute. for 'multi-party ‘de-,

. mocracy Mr QOscar
-D_hl‘tqmp at ,éhe enelrgy
confepeneg, dinner (last
night{ 20 )CT. Ju’i
. Addre n“g‘asi?eQ q :B
the people. “shaping the
il .industry in Africa”
he sdid that“we must en-

| sure that-the.. stagel]is
reached where black
and white ‘enter .into
joint ventures (in South

CAfrica)’. - s f"
- “Blacks ‘must partici-
pate,” he warned other-
wise free-market prinei-
ples may be abandoned.

-



#im..«.‘

| Small businesses
seek a b|g§g|;3|‘ole

1 UM.O/J
ERATION
ployers representing nearly
1000 small businesses and
several thousand employees
wag launched in Cape Town
- this ‘week to lobby for dere-
gulation and “free and open
competition”} 2} \:z.\qa

The Federation of Inde-
pendent Business Assoei-
atiens of SA (Fibasa) says
there is an urgent need for
such an association to pre-
vent future economie policy
being- determined by big
business and labour, -

Founding member David
Matthews says studies show
that most new jobs are cre-
ated by small businesses,
but this lobby is not repre-
sented in the Naticnal Eco-
nomic Forum or any of the
other bodies formulating
economic policy.

The federation is seeking
representation on the NEF
and National Manpower
Commission “to promote an
open, competitive economy
in the face of the specfal

By CIARAN RYAN

pleading taking place in
those forums.

“This economy has been
milked and stunted by
powerful vested interests
and the danger facing all -
South Africans today is that
one set of controlling vested
interests will merely be re-
placed by another.”

“Government, big busi-
ness and labour are current- .
ly negotiating a heavily reg-
ulated economic system
which will favour the vested:
" interests and protect them
from free and vigorous
competition in an opel mar-
ket” he says{ 2O

While the BuSiness
Development Corporation
had lobbied aggressively for
deregulation over thelast 13
years, it was perceived in-
some quarters as being too
close to the Government,
hence the need for an inde-
pendent lobby.

eon
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"tore closureé@
as Bergers tlps,
R2 ,9m 1ntol

i Deputy Business Ed tor ‘*‘

DETERIORATING trading conditions pushed
Bergers Trading Holdihgs into the red for the
six- months to end June 30.

The Cape-based clothing company reported a
loss of R2,9m equivalent to 34,1c a share of the
first six months against a RIm profit for the
corresponding period last year.

Chairman Howard Mauerberger said the ef-
fect of the R18m rights issue which closed on
June 30 had not been refiected in the results. “If
the funds had been in the business for the full
trading period, the loss would have been re-
duced by R1,45m. :

He said 20 loss-makmg stores in the 280-store
network of Bergers, Hilton Weiner and Jones
outlets would be closed.

“The group would have been in a break even
gituation if these stores had not traded: at all in
1993 and if we had enjoyed earher the savmg in
interest from the rights issue.” .

He’ sald the company generated most of its
mcome in the second half of the year and was
| 'expecting to trade profitability although trading

conditions were expected to remain tough.

.Holdmg eompany Bergers Group Ltd which
derives its income from its 94,1% holding in

Bergers Trading Holdings, reported a loss of

68,3¢ a share compared with earnings of 23,8c a
.share for the corresponding period last year.

o — e ——————
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BUSENESS PRACTICES COMMITTEE

FEATURE

The Business Practices Committee was not
greeted warmly when it began back in July

1988, Critics argued that its far-reaching

powers would lead to price controls and wage
freezes at & time when government was sup-
posedly committed to deregulating the eco-
nomy. The Free Market Foundation de-
scribed the Act setting it up as the “type of
legislation one would expect to find in the
worst banana republic.”

But with a host of public rip-offs amount-
ing to hundreds of millicns of rands being
uncovered regularly — the milk culture saga
was probably the final straw — government
decided that consumers needed additional
protection over and above the expensive and
often inaccessible court system, protection
that was already available in the US, UK,
Australia and elsewhere.

The new committee was given the power
to investigate any agreement, practice,
scheme, operation, arrangement or under-
standing that it believes is a harmful or
potentially harmful business practice. Its
brief also included the right to search prem-
ises, seize documents and to recommend to
the Minister of Trade & Industry that a
business practice be stopped. Contravening
the Minister’s order carries a maximum pen-
alty of R200 000 and five years in prison.

More than five years later, much of the
furore has died down. Says Ken Warren, the
SA Chamber of Business’s director of legal
affairs: “We support the work done by the
committee and we believe its success has
been largely due to the calibre of its seven
members and the fact that it has had a strong
private-sector representation. All the com-
plaints we have referred to them have been
dealt with promptly.”

However, Free Market Foundation execu-
tive director Leon Louw remains wary of the
committee’s wide authority., “The commit-
tee’s only saving grace is that it is chaired by
Louise Tager.” He’s concerned that someone
less learned, ethical and pro-free market
could use the committee to shut dewn any
business on a whim. He would prefer to see
the committee prosecute an offender through
the court system and make use of interdicts
to stop any existing or potential harm. “We
need laws that are more tranparent and less
dependent on the benevolence of power.”

Tager insists that the committee’s powers
don’t detract from any other legal remedies.
*“The consumer can still institute a civil ac-
tion for damages against a party that has
defrauded him or caused him loss, A crimi-
nal charge can also be laid.”

But she points out that even if the defraud-
er is found guilty, there is little satisfaction
for the consumer when the court fines or
imprisons the wrongdoer. “The consumer's
loss is simply not compensated.” She stresses
that the committee won’t undertake an in-
vestigation unless there is a possibility of

harm to the consumer. The party under in-
vestigation has the benefit of a full hearing
and the committee’s findings, with reasons,
are made available. “Anybody who acts any
differently would be excegding the param-
eters of the Act.‘&gog

But while speculation about the commit-
tee’s future — as with the rest of the legal
system — continues, it’s clear there’s a de-
mand for its services now. By the end of last
year, the committee had received 527 com-
plaints and instituted 28 full investigations;
many of the complaints are sorted out simply
through an informal discussion.

Tager agrees that she’s understaffed but
says there's simply no point in asking for
greater resources when the State can’t afford
more. Still, in recent months the committee’s

Tager . . . going beyond the court system
to protect consumers

been given more teeth.

A recent amendment zllows the commit-
tee to attach money or property related to the
investigation and prohibit the person under
investigation from dealing with the money or
property concerned, The Minister, on the
advice of the committee, also can appoint a
curator to oversee the business, sell the assets
and distribute the money among the victims.

Says Tager: “This power is intended to
address the situation where the committee
has recommended that a business be
stopped, thus preventing further harm to
consumers, but has been unable to redress
losses already suffered. Parties under investi-
gation are often in possession of valuable
agsets. For example, Riaan Coetzee of
Truckor, who took around R20m from con-
sumers for trucking contracts that never ma-
terialised, was in possession of 20 luxury cars
that the committee could not touch when his

Fur 2Ll

Going after the bud guys

business was stopped.”

Another amendment allows the Minister
to issue a temporary order to stop a business
practice for six months while the committee
investigates. Previously, activity could only
be halted for three months.

The most far-reaching amendment,
though, is one that allows the committee to
proceed with a preliminary investigation —
seizing docurnents — without giving notice
in the Government Gazette. Says Tager:
“The notice had the effect of prejudicing the
business in the public eye before an investi-
gation was started. In any event, a prelimi-
nary investigation often ends there and
doesn’t lead to a final investigation.”

Looking back on the committee’s work,
Tager says the area of greatest expleitation
appears to be taking place through the sale of
shares and debentures in public unlisted
companies. “Thousands of small investors
are persuaded to invest their life savings in
shares that will in all probability never
amount to anything.” The problem is that
shares in a public unlisted company are usu-
ally sold without a prospectus. The promot-
ers argue that the sale is a private placing,
therefore no prospectus is required.

“It is our view that the sale of shares to the
public without adequate disclosure of infor-
mation on the financial position of the com-
pany could constitute a harmful practice.
Similarly, the sale of debentures in unlisted
companies without a prespectus, in the case
of Supreme Bond and others, constituted a
harmful practice, particularly since they
were sold to repay old debentures that were
due, a purpose not disclosed to the public,”

Tager says an increasing number of com-
plaints have been received against people
who liquidate their companies and immedi-
ately resume business under a2 new name.

Tager also says she’s warned the public to
beware of investing without adeguate finan-
cial information about the company, but that
a major problem is the abuse of the Com-
panies Act. “The public perception is that
statutory protection comes automatically
with a public company. But statutory protec-
tion is a myth — who polices the statute?”
She favours a dramatic revision of the Act,

On the other hand, Tager is happy about
the committee’s success in encouraging self-
regulatory bodies in several industries to
have their internal codes of conduct ap-
proved by the committee, Codes already are
approved for the furniture, motor, advertis-
ing, timeshare and vehicle-recovery services
industries. Codes for the building, travel and
beauty sectors are being prepared.

Says Tager: “Codes contain norms and
standards by which that particular sector has
chosen to discipline itself. A code is, there-
fore, not a regulation imposed by govern.
ment; it consists of the standards identified

by fellow businessmen.” Gk, —,%
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competition for market share is intense —
this was the only way to magnify margin
enough to lift operating profit faster than
turnover. .

Hirschsohn reckons this successful result
was derived partly from the mix of stores and
their positioning throughout SA, Advertising
and marketing promotions run by the divi-
sions in the larger metropolitan areas have
paid off. Lack of competitors in smaller
country towns allowed the group to capture a
larger share of disposable income in those
areas. Foschini's credit facilities give it a
distinct advan over cash-based busi-
nesses. D gé@j

Pre-tax pr also boosted by a lower
interest charge, following repayment of debt.
This interim marks the seventh occasion that
scrip dividends are being declared. During
fiscal 1993 this practice added R102m to
cash flow, saving about R10m in interest
payments. In fiscal 1994, these savings could
be larger.

Hirschsohn is optimistic about prospects
for the second haif. After a moderate 12-
Store expansion in the first half, the pace of
new store openings is being stepped up; there
were 15 in October. All the divisiong are
trading well, The interim scrip dividend is
one new share for every 56 held.

The share price is again at an all-time high
of R75. The question is whether it will, in
chartist jargon, form a “double top™ or whe-
ther the price will set new highs. The share’s
iong-term bull trend ig intact and Foschini’s
compound annual growth of EPS of 25.6%
over five years suggests it will tise further
unless the market coilapses. Gerald Hirshon
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JOHANNESBURG. — Furniture
and sports goods retailer Morkels
lifted its attributable earnings
15% to R630 000 (R554 000) in the
six months to September as lower
taxation helped boost a pedestri-
an trading performance.

Though turnover slipped to
R141,4m (R143,3m), MPD Carl Jan-
sen said pursuing market share
would have sacrificed margins,
contradicting its plan to build
and maintain profitable trading
margins while restricting growth
in working capital.

Operating income dropped 26%
to R7m and the interest bill was
slashed 30% to R6m. Jansen said
this reflected the effect of sales to
selected customers, which were
financed by loans from certain
suppliers.

“Although there is & sacrifice of
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finance charges which would
have been reported in operating
profit, there is a saving in interest
through not having to fund debt-
ors from interest bearing debt.”

Pre-tax profit, which Jansen
said reflected the only true com-
parison of trading performance,
was maintained at R1,1m.

Gearing

A.significant fall in taxation —
and no liability for secondary tax
on companies — enabled the
company to show a 15% rise in
earnings a share to 1,5¢ (1,3¢). But
trading uncertainty over the next
six months prompted Morkels to
hold its interim dividend.

Gearing dropped to 113%
against 120% at the March year-
end following a reduction in
debtors’ funding, improved mer-

up 15%

chandise management and mini-
mal capex. .

Trading in the first few weeks
of the third quarter — a critical
period en which full-year resulis
hinge — had “shown a welcome
increase in activity”. If this trend
continued, Morkels would meet
its full-year target of 25% earn-
ings growth.

Jansen said the second quarter
improvement in eredit demand at
the lower end of the furniture
market was surprising, and did
not filter through to Morkels' or
Totalsports’ middle income cus-
tomers, '

He said second-half trading
conditions may be affected by
SA’s volatile sociopolitical situa-
tion and consumer confidence
may be destabilised in the run-up
to the elections.
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WCEDF aims to develop Cape

EETING the identifying priorites engaging ing appropriate development sirate-
/ N\ development in action-oriented work. gies and initating and co-ordinating
) / challenges of the The WCEDF, launched in action aimed at building the West-
Western Cape is  December last year, is the most rep-  em Cape economy.
no small task, resentatve forum in the region. * The forum would like to see sus-
but the Western It has the active support of kKey tained job creation, better education
o o o Cape Economic Development metropolitan stakeholders — busi- and training, urban development
T— e — — = Forum (WCEDF) has set its sights ness, labour, local and regional and economic growth and restouc-
| e bcheee o on doing this. . autherities and political and com-  turing.
— T The forum, which has broad- munity organisations, as well as It has set up commissions to work
- based support, hopes to establish development, service and funding on these key areas. These commis-~
M%% the basis for sustainable develop- organisatons, central government sions are the forum’s “engine
ment in the region through devising and parastamls. room”. Their work is co-ordinated
strategics on the basis of consensus, Together, these groups are devis- by the steering committee and all
— . ] the commissions
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THE Islai‘rgi’c' Business Development
Corporation (IBDC) is targeting
small business for development to
create jobs in underprivileged com-
munities, says the organisation.

GM Mohammed Bayat said yester-
day thegpromotion of small and
medium:§ize: énterprises could gen-
erate employinent “ii minimum in-

T2\ INAD
Hd well-managed small
tst7e enterprises had the
id growth, expansion
and wealth creation for further in-
vestment. “They're also a source of

Jonkpwowe |

Bayat said that between 10 060 and
95 000 jobs would be created by next
year in the informal sector with the
corporation’s Rim budget.

Much of the money would be used
for training, while the balance would
be used for financial aid and infras-

. tructural development.

Bayat said the corporation’s finan-
cial aid programmes for business
ventures were based on Islamic law
and operated on a non-interest basis.

«One form of assistance is when a
client needs equipment or some com-
modity. We buy it from a supplier and

;tprivileged&;*@g\geprcnéﬁré‘ are target " .
C

gell it to the client, who chooses to
pay either in instalments or with a
lump sum.”

Another way was to enter into pro-
fit-sharing partnerships with corm-
panies, Losses are also shared on a
pre-agreed percentage basis. Equip-
ment was provided by IBDC, while
the company was managed by the
other party, Bayat said.

A partnership could also be cre-

oA
: ' ated, with.all partners providing cap-

ital. Partners participated equally in
project management.

Finaneial aid would be given only
to those projects deemed to have
commercial viability. L

. jnnovation and new techno fqr
the entrepreneurs,” he-sa@gb 3 Y
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FURNITURE and sports goods
retailer Morkels lifted attribut-
able earnings 15% to R630 000
(R550 000) in the six months to
%{);ember as lower taxation
ped boost a pedestrian trading
pérformance.
wThough turnover slipped to
F141,4m (R143,3m), MD Carl Jansen
id pursuing market share would
ave sacrificed margins, contradict-
jng its plan to build and maintain
rofitable trading margins while re-

tricting growth in working capital.,

| Operating income dropped 26% to
RY7m and the interest bill was slashed
80% to Rém. Jansen said this reflec-
ted the effect of sales to selected
pustomers, which were financed by
loans from certain suppliers,

' «Although there is a sacrifice of
finance charges which would have
fden reported in operating profit,
there is a saving in interest through

Morkels
|

ower tax gives shiggish

a small nudge

not having to fund debtors from inter-
est bearing debt.”

Pre-tax profit, which Jansen said
reflected the only true comparison of
trading performance, was. majn-
tained at R1,1m. Oa}‘

A significant fall in taxation — and
no liability for secondary tax on com-
panies — enabled the company to
show a 15% rise in earnings a shareto
15¢ (1,3c). Bui trading uncertainty

- Morkels*
hare price;weéldy close (cents)

Wed s A 8 0 N

) M‘."KAHEN MOOLMAN  Gourea:] - HET

over the next six months prompied
Morkels to hold its interim dividend.
Cearing dropped to 113% against

' 120% at the March year-end follow-

ing a reduction in debtors’ funding,
improved merchandise management
and minimal capex.

Trading in the first few weeks of
the third quarter — a critical period
on which full-year results hinge —
had “shown a welcome increase in
activity”. If this trend continued,
Morkels would meet its full-year tar-
get of 25% earnings growth.

Jansen said the second quarter im-
provement in credit demand at the
lower end of the furniture market
was surprising, and did not filter
through to Morkels’ or Totalsports’
middle income customers.

He said second-half trading condi-
tions may be affected by SA’s volatile
sociopolitical situation and consumer
confidence may be destabilised in the
run-up to the elections.
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TROUBLED retail. chaiii OK" Bazaars
needed thie finaneial muscle of parent SA .,
Breweri¢s (SAB) to“give Felief in a’struc-
tured fashion and to let it radically change "

its, entire finaneidl; systém, MD Merv \

! b
" ‘Serebro' said yéste;dayé%)o g wf:,)
. Financial director Geoff Kesrney, said
SAB's loansito,the OKitotalled “&bout
R400m, althoiigh' the amount fluctuated. '
While details of the OK's Tecapitalisation
had yet to be announced, hi said it wonld
involve “édnverting some’of that (funding) .
into something else”. f, )
~Berebro'said that since’he took over on -
January 1,it had become ingreasingly evi- iy
dent that thedebt burden ‘Was such'“that "
‘thie OK could'figt rely entirely op tuirnover -
--growth and ‘improved efficiencies to it
change the ratios relative to the deht”.
In the first step toward recapitalising ..
the OK, SAB would delist the retail:chain,
offering minorities R10 a share. The OK -
sustained a R39,9m attributable loss for
the six months to September, against: last
year's profit of R2,5m, and'a R44,9n§ loss
for the year to Maprch\.;,_: ‘ : .
o, It is essential that/we re-engineer that
t:debt to shorten thé recovery time,” he said;
“‘This!;soit, of ;surgery, canndt’ be ‘dojne,
with minoritiés in‘place.” With OK’s, mar-#,
' "kelcapitalisation atjust R84 prior:tg the
“delisting ‘arifiouncemment, ' a- rights" ffer
-Would' have,raised: only. Timitéd funds.s ;v
- I Whei" Serebro, relaunched : the” Fetail ”
*'chaini in:May,' he ‘made ¢learhis, foclis -
would be -on marketing and low prices.
While marketing and discounting re-
‘mained major thrusts, the overwhelming -
priority- was to rein in costs and to-refi-
nance. .
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. fighting for survival in the short térm”.

© Increased marketing was right for the
+ stores were well locatéd and had a good

-layers of managemerit across the business

“handled in-house 's~"back to an ageney,.

"network, "rearranged 'departments and

DY
oed

R 4

system |
25d USRI
radically’

{ MARCIA KLEIN !
Serebro said some of the re-engineering-

— like technology and implementirig new

systems — was costly, and the OK would

struggle to justify these invéstments in the
medium- to long-term future “when we are

] ,

He said his strategy of disconnting and

business, The OK had not produced the
necessary volume growth, so it had to
bring more people intp: the stores. The

Support bage, but needed to capture the

younger customer. ;- %
In the past six months,:the OK had re-

duced its board by:two:thirds, removed

and reduced managemenit.in each division.
It had taken advertising — previously -

changed its.image,’talked to its supply

changed it3 ffettiod of procuring merchan-
dise’and .was' cutting'business costs.
“¥The!'company. was; 11 months into a
three-yéar prograrfime’to overhaul its
compiter systems: It had also made sub-
stantial progress in industrial relations,
Seitling ‘wage talks in five days. '
“Returning thé business to profitability
inges ‘substantially ‘on addressing the
cost-t0-sell: ratio, which ‘in turn depends
largély on'the re-engineering with,which
We are presently engaged,” Serebro said.
Althongh # retirn to profitability re-
mained the short-term priority,‘»’gxe OK
would still look at expansion. It h d just
completéd research into opportunities in
marketing and new stores, he said. ‘
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+ | Retailer Foschini continued to

outperform its competitors
with a 37,4 percent increase in
earnings per share to 117,1c in
the half-year to September 25.

+ For the seventh time, Fos-

_Sterns.

chini has issued a serip divi-
dend in order to conserve

L. 'cash.
It will issue one share for

every 59 held.

Turnover increased by 17,8
pereent, which MD Clive
Hirschsohn says shows that
the economy is turning the cor-
ner,

Impetus
He expects the festive sea-

. son to pive further impetus to

fhis trend.

Strong productivity levels
‘weére maintained and pre-tax
proﬁt increased by 19,5 per-
cent to R88,3 million.

. The new tax dispensation
for companies brought the tax
‘eharge down 0,3 percent to
" R85 million,

There was liitle expansion
during the year at store level.

Foschini operates five
. chains — Foschini, Markhams,
‘American Swiss, Pages and

fust 12 stores were addeﬁ:l
during the first half, but the,
expansion has been accelérat-
ed, with 15 stores opening in-
Oetober alone,
** The large number of open-
‘é]IlgS iast month was partly ac-
- counted for by the opening of
W0 new shoppmg centres in
thejDyirban area, in Westville
and Phoenix,

Alijirading divisions per-
formed satisfactorily, Hirsch-
soln says.

,Foééﬁjnfffor‘“ges
aheag with 370/ "

a9 o
earl%gs increase;
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Sterns jewellers, acquil‘ed;
on April 1, underwent a consol-,
idation phase while the busi-
ness was restocked and- res--
trateglser.L

It is now well placed tc
make & profit contribution in.
the second half.

Hirschsohn says the chain
was very run down when it
was acquired and the stock in-
adequate.

The-flagship Foschini chajn
launched a new design in four,
recently opened stores. X

There has apparently been.
an encouraging reaction to the;
more feminine, spacious and’
aspirational design elements,

Hirschsohn says customer-,
friendly features have‘been i In-’
troduced such as softer woods. :

The group balance sheet has:
(been strengthened, with.gear-:
ing down from 41,5 percent tm
39,8 percent. \

Bad.debt, levels have 1m-
proved compared with ﬁgureSe
for September 1992. . {;é‘ 5

Net asset value jumped'from!
R83810 R10 96. ;

[

Hostility :

After many years of hostili-
ty, British retailer Etam hasi

s
i

el g o

. appointed two Foschini.hdirec-

tors to its board, i
Foschini's associate Oeeaniu
owns 36,4 percent of Etam.
The two direciors appomted.
are Foschini chairman Stanleyn
Lewis and his son Miehael

Lewis.

Theirr appointment Will leadn
to a sharing of expertise§
knowledge and resea.rch Bays
Hirschsohn,

Foschini's pyramid Leﬁc ln-
creased earnings per sh ,e by‘i
37,3 percent to 59, 3c A

i
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NATIONAL' African Federated Chamber
of Commeérds (Nafeoc) vice-president Gab
Mikgokd has proposed an “unashamedly
Fecist” l%‘fear ecdonomic programme that
would leaveé whites operating under exist-
ing"ldws ‘while exempting blacks from
laws thaf left them at a disadvantage.

Addressing the Inyanda Chamber of
Commerc¢e in Durban at the weekend,
Mokqub’,‘éaid the advantage of the “com-
pensatory preferential policy” would be
that, while tilting the playing field in
favour of blacks, it would avoid taking
punitive action against whites.

Unblushing Nafege boss 1
I

F
el

THEO RAWANA

Whites' punishment would be that they
would continue to be subject to the legisla-
tive environment they had created — and
no worse off than they were now. “The
preferential policies for all others (the vic-
tims of apartheid) will be in the form of
exemption from all ecoromic legislation
that interferes with apy voluntary ex-
change they may wish to engage in.”

The crux of the proposal was that:

O Whites would, for 10 years, continue to
function vader the existing regulatory re-

g%ts |

€ 240 1‘
racist’ plan
gime, with its high taxes, tariffs, exchange

controls, licensing laws “and the myriad of
prohibitions on trading and other peaceful

activities,. No additiopal burdens  axe
placed on them”; and KB{D
0 Blacks would be exempt from “this web

of controls that was not of their making”,
ineluding the taxes, tariffs, exchange con-
trols and licensing laws. i
Mokgoko said this policy was in line with
Nafeoc’s 10-year programme demanding
that blacks make up at least 30% of JSE-
listed companies’ boards, 40% of share-

[ To Page 2

ot

majority partiej

T pation if th
tinue to benefit from the eiimw:}st];og??n“

opportunities that
that can be producedwm exceed an

An added advantage wag
would identify and ntilgise the opt:ﬁitﬁt?g ‘

Nafcoc Bhoy zadMas

| holders, 50% of ide pu

| ch‘s'zm . 50 ;0% ilflppliers of outside pur-
The purpose of

blacks a comparative advantage,

top management,
this policy is to allow

by a forced l::-an:sfer.5

resources that are

From Pa 6 1
@g %% T
.. enmeelv not have to waif for

government handouts, “an inefficje
- tham 10 transfer method at the i o
; years of the most advantageous .- Mokgoko said the mﬁﬂoﬁiﬂﬁg&?c;ll
tilt the playing field in favour of blacks ang
wonld have whites going out of their way to
ey . work with blacks without being compelled
to do so. It would be a rapid ang spontane-
ous restmcturing_ and total transformation
of the economy in which blacks would be
placed at the helm of a “rapidly growing”
economy which would wipe out poverty,
ungﬂi'nilglosg:;nt aix;d other backlogs, .
ey unashamedly raejst
recognising that the da '
Past racism cannot be Suaged ittt

Some way rovemt-be assuaged witholit in

g the process” Mok-
goko said. The policy was far better thoﬁl::
trying, on a punitive basis, “to wring in-
adequate resources out of reluctant whites
insufficient to satisfy
the dexpands fgr reparation -- c:augiszg
white flight and inereased racial tensions”,
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CAPE TOWN — Clothing retailer Foschini
tiurned in strong results for the six months
to September with attribitable earnings

climbing more than a third to R53,2m.
Market share gains, a lower interest bill
and a significantly lower tax rate of 39,6%
(47,5%) contributed to the earnings growth.
did not pay secondary tax on

Foschini
companies (STC), Earnings a sqare rose
874% to 117,1¢ (85,2c{m§§$§)

The group — which includes the Fos-

chinl Stores, Markhams, American Swiss,
Pages and Sterns chains — allocated
R52,4m for serip dividends. The scrip was
based on a share price of R68 and would be
distributed on the basis of one new ordi-
nary-share for every 59 held.

MD Clive Hirschsohn said all trading
divisions had performed satisfactorily.
Turnover rose 17,8% but no interim sales
figures were provided.

embay aulijjaz

a robust T
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ag there are now

remainder of the year
turning the

signs pointing to the economy
corner,” Hirschsohn said.

Financial director Roy Norman said .
sales had been tough, but were not driven -

by abnormal markdotwns s0“margins had

“This is a welcome precursor to the C1To Page 2
Foschini ¥ DM, 2UHANAS O From Page 1
notsuﬁereiﬁ‘.xpendltureshadalsobwn 'wmmmedebttoequityraﬁo
contained. The group's productivity had $0'398% {#1,5%).
remalned“robust"witham%ﬂseinﬂ:e- Norman did not think Foshini would
interest bill leaving pre-tax profits ahead -change its policy of scrip divi-
nearly one fifth at RE8,5m (R73.9m). .dends if Inland Revenve was t0 rule that

Twelve stores were opened in the first 'mm’"&f“@mm“";lmi{
half and 15 in October. By year-end Fos- would revise the policy ym en
i e i | Tt e S

Sterns Jewellers, bought in April, e parent Lewis Foschini Investment Corx-
deferits strategy and restocked during - pany — which derives almost all s it
the period. It made no contribution to the  ¢ome from its. Foschini stake — lifted
flzuwﬂ,gmg contribute to ﬁ‘“&“%ﬂﬂ &59!& (4320) and

I ocal interim SCTY

Long-term deht Tose to R129,9m  gdividend. The scrip was calculated on ‘;
(R114,3m) and short-term loans to R635m - ghare price of R33 and was alloted on the
(R44.1m), although a sharp rise in share- basis of one new share for every 56 held.

e e e




P Loy

. b
e 3,

r

| " sirong productivity levels were maintainéd and
1% %re-tax‘proﬁt increased by 19,5 percent to
| - namis, American Swiss, Pages and Sterns.

|:.stores opéning in Qctober alone. .
o THg large number of openings last month was

‘Buoyant Foschlm
“Jeaves rivals,

in tatt
Business Staff ;MCT i’ } I ’ﬁg R
HIGH fashion retailer Foschini continued to out-
perform its competitors with a 37,4 percent in-
crease in earnings a share to 117,1c in the half-
. year to September 25. .
~ ", For the seventh time Foschini issued a ‘scrip div,
.idend in order to conserve cash. It will issue one
- share for every 59 held. .
., " Turnover (no sales figures provided) increased,
by 17,8 percent, which — according to MD Clive:
Hirschsohn — shows that the economy is turning’
the corner, .- . - .

He also expected the festive season to give fur-
ther impetus to this trend.

88,3 million in the period under review.
. e The new tax dispensation for com anies brought
-the tax charge down 0.3 percent to R35 million.
Foschini operates five chains — Foschini, Mark-

Tk

2 Just 12 stores were 2dded during the first half,
.. but. the .expansion has been accelerated, with 15

! paitly accounted for by the opening of two new.

““shopping centfes in the Durban area, in Westville
« and.Phoenix.. " | ‘

- Z'All trading divisions performed satisfactorily,
| Mr. Hirschsohn said. Co .

o Sterns jewellers, acquired on April 1, wnderwent
't @ consolidation phase while the business was re-
"stocked and restrategised, It was now well placed
to make a profit contribution in the second half.

The group balance sheet has been strengthened,
with gearing down from 41,5 percent to 39,8
percent, :

Bad-debt levels have improved compared with

figures. for September 1992, :
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VEHICLE retail¢r ‘Brian ‘Porter Holdings 1s
restructuring its ;eperations to meet the new
challenges in thé motor industry.

‘In an interview “Wrfsr ‘thié ) grofip’s AGM yester-
day, cHairman ‘Briah* Robinsori said management
was making a critical analysis.of all;trading seg- |

mentsy*This applies' to themature of all our: fran-

W e

chise operations.”
oy,

Goedmbe S NP T

Mr-Rbinson 3aid. thé, fiBup was 6 lodking to
chatigd’the trading. emphasisifrom voluriie sales to
profitdbility. ... . -

He pointed -ggﬁ-%bét,&@lf}iﬁi:ns last year — a
measley 1,7 percent —-had: hiﬁn_ed.-in line with the
drive by the grbiip's. &ilésihen ™ty mimove metal’,
“Now we are moving less but at a bigger margin.”

In the past financial year, Brian Porter revved
up turnover to a record R420 million — but mar-
gin eroding discounting put the brakes on operat-
ing profit gains,

Mr Robinson said trade to date was in line with
expectations — even though the group was carry-.
ing some extra stock.

Extra stock will cushion the group should suppli-

ers be unable to meet a significant rise in new car
sales in the period ahead.

But, he cautioned that net operating income in
the first half to end December would be down on

et
At L N P e
A

s:down
o ':"i:fcgg@qajnl%
B Brian: Porter~{ooks to restructuring,

reducirig-debt;7arid fleshing out lean
margingg. sosz v, &

P i himip e
MARC HASENFUSS
Buginess: Staff.. * =hice

P e
the previous yearrowe.

‘However, mapagement’s strategic rationalisa.
tion programme -Have: generated extraordinary
profits that will bolsfer' retained income.

o4
£

f
{

7T

Extradrdinafﬂgi@ﬁ;{g? are being generated from
the sale of surplisproperties. Last year surplus on
the sale of.land:atid;building added R1.4 million in
below the line profit,

_ Mr Robinson said two more peripheral propén»
ties had been sold since year end.

Shareholders Association chairman Issy Gold-
berg cautioned the group's directors that interest
bearing debt of R17,8 million was still too high.

Mr Robinson confirmed that the group would
continue to pay attention to reducing horrowings.

Currently the scarcely-traded Brian’ Porter
share is bid at R3 on the Johanesburg Stock ex-
change — a huge discount off its net asset value a
share of around RS, wira .
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COMPANIES

ELLERINE

o

\4 lulas

Expansion helps hoost sules

Activitles: Retails furniture and appliances pre-
dominantly on HP, through Eflerines, Town
Talk, Royal-Furnishers, Oxford, Rhein Gold and
Furn City chains in SA, the Homelands, Swazi-
land, Botswana, Lesotho and Namibia.
Controk: Malbak 59,5%.

Choirman & MD: £ Ellerins,

Capital structure: 77,8m ords. Market capital-
isation: R789m.

Share market: Price: 1 100¢c. Yields: 2,7% on
dividend: 8.1% on earnings; p:e ratio, 12.4;
cover, 3,0. 12-month high, 1 Q00c; low, 480c.
Trading volume last quarter, 147 000 sharas.
Yeor to August 31 ‘W M 9 93
ST dabt (R .veess — 229 4356 M9
Debt:equity ratio ..... - 010 047 023
Shareholders’ interest 0,64 063 064 054
Return on cap (%) .. 25,6 246 202 19,7
Turnover (Rm) ........ 483 592 bBBB 768
Pre-int profit (Am} ... 87,1 1048 978 1146
Pre-int margin (%) .. 18,0 17,7 18,6 16,1
Earnings (€} ..oveennnes 66,8 774 702 88,9
Dividends (¢} ... 22,1 25,7 233 296
Tangible NAV (¢} ... 268 313 380 438

Economic statistlcs lcave little doubt of the
existence of a hostile operating environment,
particularly for companies that sell durable
goods, With growth in GCE estimated at a
negative 0,5% for 1993 (positive growth of
0,5% last year and 5,2% in 1991), it is not
surprising that for most companies the reces-
sion has resulted in the sizing down of oper-
ations.

But for Ellerine, blue chip of the furniture
sector, it has been a time of 5% annual
growth in trading area — not by acquisition,
but organically. And this has placed it in the
enviable position of being able to smooth
earnings growth. In the year to August EPS
increased 27% to 88,9¢c — the important
hidden earnings cushion enables Ellerine to
ride out the long, tough years.

Strong focus in its traditional middle- to
lower-income group market led to the open-
ing of 17 stores during the past financial
year, bringing the total to 371, Management
hopes this figure will reach 400 by mid-1995,

Expansion helped boost sales, up 29% to
R758m, but the effects were not as great at
operating level, where figures were distorted
by & 2,5% increase in the debtors’ provision
— a consequence not of higher bad debts,

Conts Ellerine
1050 === f T
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Ellerine’s Ellerine ...
prudent accounting

says chairman and MD Eric Ellerine, but
merely prudent accounting. Pre-interest pro-
fit increased 17% to R115m, though analysts
believe operating income could have been
understated by as much as R15m.

The lower corporate tax rate more than
offset the rise in net interest paid to R5,5m
(R2,2m). Admittedly, results for the year
partly reflect the 60% carnings rise in the
first half — off a low base the previous year
when the group was plagued with labour
problems. This suggests marginal growth in
the second half.

Gearing increased to 23% (1992: 18%).
The rise in interest-bearing debt to R71,9m
(R43,5m) reflects the store expansion pro-
gramme. Ellerine cautions it may ge higher,
but says management will only look to other
methods of finance if gearing nears 46%.
Now, unlike most of its competitors, Ellerine
funds its debtors’ book entirely internally,
without an off-balance sheet finance com-
pany.

Deferrred tax of about R84m on the bal-
ance sheet is provided in full and, true to
form - the group is known for its conserva-
tive accounting — the R12,2m adjustment
of deferred tax arising from the lower tax
rate is treated below the line as an extraordi-
nary item.

The compound annual return of 60% over
the past four years suggests Ellerine is well
placed to take market share from cash-
strapped competitors. Management's pru-
dent approach and the benefit of its reserves,
make achievement of a goal of real earnings
growth of at least 4% in 1994 look possible.

Regarded as a top performer and yard-
stick in its sector, the counter stands on a pe
of 12,4.

Though probably fully priced for now, its
limited tradeability suggests it is a stock
worth accumulating. Maryiou Greig

KUDU GRANITF“ aa
Cleurmg h les

Actlvities: Granite quarrying and marketing,
Control: Dostag 53,6%.

Chafrman: J W Houghton; MD: P J du Toit.
Capital structure: 38,9m ords. Market capital-
isation; R31, 1m.

Share market: Price: 80c. Yields: 5,0% on
dividend; 14,6% on sarnings; p:e ratio, 6,8;
cover, 2,9. 12-month high, 80c; low, 50c.

Trading volumae last quarter, 80 000 shares.
Year to June 30 W ‘N 2 9

Debt:

Short-term (Am) ...... 6,7 152 31,9 172
Long-term (Rm} ..... 60 B3 5.8 1.9
Turnover {Rm) ... 35,7 38,1 606 1012
Opgratng profitiRm}. 98 34 82 138
Taxed profit (Rm) ... 78 07 3,7 5,1
Earnings {c) .....c...... B0, 32 163 11,7
Dividends (c} 16,0 - 4.0 4,0

For u group that has turned in a solid per-
formance in an industry which is supposed to
be turning around after two years of reces-
sion, some of the comments made by chair-

man John Houghton and MD Peet du Toit
are surprisingly negative.
Consider this: “The world commodity

markets remain depressed, those associated
with the construction industry more so than
others. The relative price stability that has
prevailed in respect of southern African ma-
terials appears to be under threat as the
producers compete for a smaller market.”

That jibes somewhat with ghat Fred Kee-
ley, chairman of market leaddr Kelgran, had
to say just last month, when his interim
figures were released. Keeley reckons the
recession of the past few years is coming to
an end.

“There are encouraging signs in most tra-
ditional markets of increased activity, both
in the construction and monumental indus-
tries. Additionally, the lifting of internation-
al sanctions against SA will have a positive
effect on future group results, allowing the

CeTnés Kudu Granite
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‘SA busmes(s) can
join Africa’s clu

By AUDREY D’ANGELO
Busmess Editor

BUSINESS throughout the rest of
Africa is already integrated — ahead
of any formal agreements between
governments — says the general secre-
tary of the African Business Round
Table, Esom Alintah.

. And, now that it has been decided to
accept SA mémbers, business people
in this-country of all races and both
sexes will be able to use the network-
ing opportunities it offers.

Influence

The African Business Round Table
(ABRT) has nothing to do with the
familiar, international men-only
junior version of Rotary.

. It developed four years ago from a
business deal involving Nigerians and
Egyptians and is now an influential
organisation including both FrancoH-
phone and Anglophone Africa, with a
permanent headquarters in Abidjan.

Alintah -- a genial Nigerian busi-
nessman with interests in oil, gas, pe-
trochemicals, pharmaceutiHeals and
real estate is attending the CEQ Insti-
tute international conference of busi-
ness leaders at the Cape Sun.

Asked by US former Congressman
Stephen Solarz whether there was any
prospect of a Pan-African trading bloc
he told delegates: “In reality most of
Africa is integrated economically and

?

commerclally, but the mstltutlonal
{flamework does not yet recogmse
at ”

He said meémbers of the ABRT had
set up businesses and done deals in
each others’ countries regardless of
borders and official restrictions.

“It is what is ealled networking and
now that SA people can become mem-
bers they will also network,”

In an interview Alintah said the
ABRT was “the spokesman for the pri-
vate sector” in Africa. It was made up
mostly of the CEs of privately owned

- companies, although corporate mem-

bers were also accepted.

Applicants had to be proposed by
two members and were carefully vet-
ted before being accepted, to ensure
not only that they were of sufficient
calibre but also that they had good
reputatiohs, Members who acted un-
ethically were “sacked” from the or-
ganisation.

In SA, because of the need for black
empowerHment, the ABRT was pre-
pared to accept members whose busi-
nesses were not hig enough for them
to qualify in other countries.

Would-be investors from other parts
of the world now tended to approach it
first, to make sure they would be deal-
ing with reputable people. It had re-
cently-sent.a trade mission to Ger-
many, where business people had
become disillisioned by dealings with
Eastern Europe.



in retai

STRONG signs are emerging that the
recovery is spreading to the retail
-sector. with' major retailers prediet-
ing- November sales will be more
than 12%- above last year's levels,

tThe Central Statistical Service
said yesterday SA’s 100 major retail-
ers expected sales to rise'a seasonal-
ly: adjusted.12,7% in the year to No-
vieg;ber to R8,4bn,

vAdjusted for inflation sales were

expected to show an increase of 3,8%

c_ﬁn%are& .to November last year

W

the"Corrésponding perlod in 1991.

'Economists said consumers ap-

peated to be in a better position due
to an improvement in real disposable
income,

" Piek"'n Pay financial director
Chris Hurst said his company had
seéh a recovery in retail sales figures
in the past few months.

- On average customers had filled
‘their baskets with 4% more goods
over the past two months.

+“This is a very good sign the recov-
ery Is spreading to the retail sector,”

- Piék 'n-Pay was also expecting a
“better Christrias than last year,

|1y OK Bazaars- marketing director

Arthur Solomon said OK had exper-
‘ienced:a reasonible October. He was
expecting a fair Christmas season as
salesifigures appeared to have stead-

-

ted.;Buf-he did not foresee any major
improyément, until there was more
certainty in the country,
Manyconsumers were still feeling
the pinch.and were concentrating
‘their purchases on necessities. like
clothing, food and school items,
Southern. Life economist Sandra

Gordon said expectations of a pickup ...
in retail sales were backed by a furn- s

around, In; notes in cjrchlation — a

reliable-indicator of the demand con-
ditions in thé economy n

Gordon said a rise in real dispos- '

able income was behind the expected

upturn
Sector -

sales plummetted 51% from’

[

[ - KELVIN BROWN Y |

rise in sales, She predicted consum-
ers would continue to benefit, from
lower inflation in 1994 when it was
likely to fall to an average of 7,5%.

An improvement in consumer. con-
fidence could also be related o the

. recent cut in interest rates, the lifting

of remaining sanctions and gqoiikb
gress on the constitutional négbtia-
tions front, she said, . ~, ...
But Gordon warned there ‘would
still be some pressure on retail sales
in the next year due to the low level
of wage increases being granted and

uncertainty in-the runup to the elec-
tions, r;
Meanwhilesurveiflance company
MD Richard Pople said retail goods
worth about R600m would be stolen
during the festive seagon a3 shop-
lifters thronghout the counfry went
about their versioh of Christmas
shopping. .
Sapa reports he said the figure re-

o

~-presented-about 2% of retail-turnover

during the period. | i,

Witwatersrand police liaiSon offi-
cer Maj Eugene Opperman said shop-
lifting incidents usually increased
sharply from November. The need
for, increased security iny stores
meant higher prices for consumers,

RAd
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Disposal incurs "
loss of R352 000

.~ CHARLOTTE MATHEWS... |
DIVERSIFIED retailer:Acrem:Hold- | .
ings reports today an increase inat-
tributable income to R376 000 in'the
six. months to September itfrom
R338 000;in the same period in 1992,
mainly because 1992 figures wer hit
by extraqrdinarywlregal chargeq.;

The 'ditectors warned ‘a ‘compari-
sorrof 1892 and 1803 figures would not
be entirely meaningful because'of the
disposal'of Powernet Computer Ser-’
vices with effect from- July__l;%z

This disposal incurred & Joss. o
R352 484 ‘which' they - proposed to
write off'against the share premium
account, together with R51m of
goodwill. The effect would be to re-
duce the share premiump,account tQ;
R23m from R2tsm |4 gz,

*Acrem announced in-its 1993 annu-
al reporf -that it was liable.to pay
R2m ovér the 23 months from April 1
1953 to February 28 1995 because of

-changes o Section 24 of. the; Income

TaxvAet, . @ o £ A
p 3

ShH]

Earhings @ share weie 9,76 (16,4c)
and thefdividend was passéd; against
~180c-declared in the first half of 1992.

Acrem’s directors do not intend to
 declare ,any dividends in the 1994

year, they gaid, -
p— et
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TOM HOOD
Business Editor

- THE economy of the Western
Cape is to get & R13,3 million
injection of cash — & record
bonus which will be paid this

smonth_to 95000 members of

*Cape Consumers (Pty), one of
the country’s largest buy-aid

{prganisations.

% This is R million more than

‘last year's payout and follows a
record turnover of almost
R300 million, up 8,3 percent on

last year.

The company’s earnings, which
jumped by 9.3 percent to
.R15,2 million, are used mainly to
! pay the bonus to members.
| ™ General manager Piet Hugo
said an improved gpending pat-
tern had:been noticeable in the
past three months:

“This: bodes well for a

- -,

ez

good

R13-m rin
Cape tills this

Christmas season,” he said to@?ﬁ
Cape Consumers is a non-profit
company and guarantees pay-
ment to 2000 contracted suppli-
ers — mainly retailers and ga-

rages — for purchases by
members.
Mr Hugo said as the bulk of the

ponuses were again spent with
contracted suppliers, it repre-
sented a sizable cash injection to’
the local trade in the coming fes-
tive season,

Strict credit control resulted in
R2 million being outstanding by
buyers, an improvement on the
R2,8 million owned in 1992.

This meant the total number of
accounts in arrears was reduced
by 39 percent.

Irrecoverable debts of
R1.4 million were written off, the
same.as last year, amounting to
less than'0,4 percent of turnover.

The company played a key role

g-a-ding-ding for
Christ

e Ge)
in the Western Cape's economy,
said Mr Hugo, and it expecied to
recruit more members and sup-
pliers next year.

It was extending its business
into country towns, parily to
meet the demands of members
wl'io had moved from the Penin-
sula.

Business now extended as far
as Springbok, Bredasdorp and
Beaufort West — and would
reach the Transvaal and deal
with traders in the West Rand.

«Considering the company’s
conservative credit control poli-
cies and the current state of the
economy, we are conservatively
budgeting for a turnover of
R326 million next year,” said Mr
Hugo. .

The company is one of several’
buy-aid organisations in South’
Africa whose total annual turn-
over exceeds R1,5 billion.
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tth Afrfean buslness -qf

T So
needed to be folted Into ao- ..,
tlo‘lil t?n mits mfilhgomlnous N
o among ,
obal trade rivals, the alarm *
been rung by the 1093 edi. ,
tion of the authoritative World

Competittveness Report. r

South Africa, freshly out of
political isolation, made its
g;hut in the annual cou!mry- ‘

<country comparisons of eco-
nomie muscle & year ago. The
results shook South Afrlean
business to the core.

Among the 38 rival nations
listed In the 1982 study, South
Africa was ranked as low as
30th, sandwiched between
Mexico and Venezuela,

At the time, however, it was
widely assumed that a rapld
climb to higher status was vir-
tually guaranteed with the re-
mova! of the sancifons block-
ade and trade handicaps.

The optimism has been
dashed. In the 1993 survey
South Africa has skidded still
lower [n the international
rankings, now down to 32 out
of 37.

Nor can South Africa moan
about the disadvantage of & re-
latively small economy.

Judgments, it is stressed by
the authors, are based on eco-
nomic fitness tests regardless
of size.

Clearing any suspicions of
unfalrness by comparison with
such economle glants as Japan
and the United States, listed

8 “advanced indusirial na-
tions”, the survey has placed
South Afrlca among 15 smaller
global players under “newly
emerging industrial nations™.

Even hete, South Africa is
shuifled down to a lowly 11th
slot, among the bottom one-
third and far outclassed by Far
East tiger cubs like Singapore,
Hong Kong, Taiwan.

What's gone wrong?

Results of the annual sur-
veys, which are compiled by
the World Economic Forum
and the international Institute
for Management Development,
have stirred a whole series of
business think-tanks into ac-
tion to start the search for ane-
wers.

The search has been made
even more urgent by the ring-
ing of still more alarm bells
over shoek revelations about
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oulh Africa’s ranking among world trade rivals is slzppmg
The Compelition Board wants far wider powers to erack down on

business sharp practice. Michael Chester reports
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the extent of the layers of pro-
tection behind which much of
South African business has
been sheltered in decedes of
mismanagement all round,

South Africa has been
forced to admil the scale of
protective eocoons In submis-
sions to the secretariat of the
General Agreement on Tariffe
and Trade (GATT), the global
watchdog which is laying down
new rales thai member natlons
must now follow in Import/ex-
port trade,

Bouth African negotlators
heve been chilled about the
firmness of GATT orders to
make drastle reductions to
trade batrlers ~ from high
tarlil walls to tight import
quotas — that have been keep-
ing overseas rivals at bay from
the South African home mar-
keet.

The issue has yet to be set-
tled, but GATT pressures, plus
the findings of the World Com-
petitiveness Report, have
forced numerous South Afrlean
companies to ask themselves
how well they can match glob-
al rivals when the chips are
down.

The alarm sipnals are also
being used by Pierre Brooks,
chalrman of the Competition
Board, to reinforce arguments
that the board needs far wider

powers to enforce new rules on
business practices, and oll the
wheels to encourage a faster
economlie tempo.

The list of polential snegs he
has put under review looks
endless: price-fixing by meno-
polies or cartels; market shar-
ing by rivals who bury the
hatehet to Increase profits;

n skuliduggery In mergers and
takeovers; coliusion between
companies to rig tenders for

Ig contracts.

Also of deep concern are the
thick layers of protection given
to entire industripl sectors in
recent years In the name of

- “national strategle interests”,
in particular the ofl industry.

More arttficial shelter was
provided to many industries by

political experiments, “import -

replacement” and “decentral-
isation” pollcles, which falted.
And controversy stlll sur-
rounds the degree of concen-
tration of economic power in
an elite handful of industrial
emplres with ANC threats of
anti-trust legislation now being
answered with “unbundling”
moves by giants such as Gen-
. eor and Barlow Rand,
Brooks belleves the dawn of
a new political and economic
era provides the Ideal moment
to clear away old cobwebs and
compile a brand new rule book

for fair play in the business
world

Instders believes Brooks has
been well groomed o draft the
rule boak with the experfence
of five years at the helm of the
Cempetition Board on speclal
secondment from the post of
Professor of Mercantile Law at
the University of South Afrl-
%

Lubricatlon

In fact, he has already dell-
wvered his proposals to the Gov-
ernment on the framework of
new legislation that he hopes
will win consensus among all
the main buginess and political
players before golng to Parla-
ment for approval and imple-
mentation as new competition
policy.

"If South Africa is golng to
join the economic fast lane,
and make the best use of its
enortaous human and material
resources, the wheels of Indus-
try and commerce need 8 good
lubrieation,” he says.

“That means access to busl-
ness opportunities on & fair
and square basls for everyone.
And that means coming down
hard on any business sectors
or individual companies that
interfere with the process of
open and falr competition,

“One locks all over the’
world In search of a perfect /
system. No one hes found all®
the answers, but there are les-)
so1s to ba learnt, : :

“Political reform and our re- \
turn to normel besiness rela- -
tions means companies must ,
be exposed to sharp competi-
tlon on home and overseas
markets, and test whether:
they ean stand on their owm :
feet.

“There's room in the econ-
omy for big and small players
allke — larger corporatlons
that can use economies of
scale to compete with major .
overseas rtvn.g on world mar-*
kets, and lots mere entrepre-'
neurs siarting cut in business, ,
especially budding neweomiers
who were barred from owring
thelr own enterprises in ihe '}
apartheid years.

“Nelther big nor small firms
ghould be hamstrung. All must «
be allowed to develop and ex-;
pand. There needs to be equal’
emphasis, owever, on rules:
that forbtd them 10 abuse their !

powe

What Brooks has fn mind
behind & charzeterisiic mild-
ness of manner, Is a set of;
rules that will make patenllal'
offenders tremble in their:
boois at the first rustle of an,
investigation.

“
'
’

\
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Major US franchise firm

aims to clean up @%@N\%

Business Staff

ONE of the 500 fastest-growing com-
panies in the US has launched ifself in
,South Africa.

The company is Coverall, the
world's largest franchisor of commer-
cial and industrial cleaning
operations.

Managing director Charles Wil-
liams says the company offers job op-
portunities for disadvantaged
minorities. "

“We are in the business of creating
employment and Coverall is particu-
larly suitable for people who have
limited resources and wish to own
their own business.”

¢

Mr Willi ays most buildings in
South Africa have been the domain of
the large cleaning companies, with
the smali-to-medium sector almost
completely neglected,

“Now there is a professional pro-
gramme for this sector.”

He says the South African opera-
tion, which has been up and running
since August, has already attracted
over 20 franchise owners and

‘syndicaies. - .
. Larger corporate. clients include

Digital and Nedcor.

Coverall, which has over 3 000 fran-
chises in the US, Canada, Europe and
Asia, has global revenue of
$85 million,

L ks
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s MY MICHAEL CHESTER 0.
3 T e ST
£ Business cartels and price-fixers :
- have been warned by the Com-'%.reaching
¢ petition Board that they will risk &
frito millions of
" ent Joposats for &
+ | % ment approves pro or &
t.} + gwoeping new crackdown on
t 1 - racketeers: -
K The g%ﬂﬁ@ﬂ
. confirmed ii 1§ seeking far wider
: powers 0 flush out consumer
ripoffs &ild business scams
atmed at squeezing out rivals to
leave the decks glear to dictate

_Proposais on the development
of biaiid mew cortpetition polt-
cies, with much sterner legisla-
tion to enforce faif play in the
business world, had been hand-
ed to the Government, said
bosard chairman Plerre Brooks.

randd from n

'Board has

d.wants

ﬂ._b

AT v ,ﬁ.,,-..fw
.y Comment>from the ,
%> litleal and busiiiess leaders
; also beett Eﬁ&a iri- the hiope
sofisehsiis off 8 aotl
e before gropoged
wastabled, = "7
7 Proposals. set out new
- that eover survelllance of merg-
ers and takeovers and a closer
. watch on inter-company deals ont *-
market sharing, resale price
- maintenance, and collusion to fix ‘-
tenders for big coniracts. - ’
-+ “The - Competition Boeard -
needs more bark and a lot more :*
bite,” sald Brooks in an inter-’
view. “It's crucial that South-
Afvica improves its competitive
ness on home and overseas mar-
kets — and that needs firm ac-
tion against anyone who {am-
pers with the brakes.”
A first priorify was to intro-
more severe penalties for

s
w1

- companies or individuals who

: tried to stifle competition. )
- Untll now the board had been ..
-+ ghle to do ne more than conduct ..

investigations into suspicious of -,
unfair business practices — and . -
submit its findings and recom-
" mendations to the Depariment of

e e ————————
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. -ghould follow the route iaken
by such overseas trade rivals
- like Australia and Cunada,

where penalties as high &8

Pl

The - European Community
countrles were even tougher
cpartiment of - oeries in 5 “Chited States
Public Enterprise: - penalties e u

There ﬁ% _,%u many _?U. ran higher still through both the
" stances when particular deals
had been blocked or amended
— but so far not a single pro-

R35 milion
fenders.

criminal and eivil courts.

Brooks siressed that & pew
competition policy needed to rec-
ognise the important role of
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firms must not be 7y
‘squeezed out by the .
big corporations ' - " -
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— and ensure that new small
firms ere not squeezed out, '
“There's no substitute fer a
market economy, and political
interference should be kept io &
minimmm, Erforcement of com-
petition policy is bound to bring
casualties, But there are a num-
ber of companies that are well
positioned. and will emerge
gtronger. )
b Protectionlsm should be
dirty word in SA - Page 17
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THE Tygérberg Chamber of Com-
merce and Industry has Jpredicted a
2%.drop in Christmas business in the
northern areas during November and
December compared with last year,

Sales nationwide in November and
December are expected to total about
R19,9-billion,

The ehamber's general manager, Mr
Hennie Fritz, said the retail seetor

although the five-year recesgion.
seemed to have ended,

He ,_sa‘;dwag fecent survey by the
chamber’over a'two-month period had
shown that‘vetail ‘Sales had dropped
in real terms by 2,2%

e sskensd o —-

had a negative outlook for Christmas, -

“This confirms that the ending of a
recession does not mean that one wiil
automatically have an upturn.in the
‘economy. & iy

“However, there are dynamies
which could still yield a mote favour-
able outcome. .

“The recent lowering of interest
rates could have a positive impact on
consumer confidence while clear evi-
dence of an emerging political settle-
ment in the weeks ahead :will also
improve the climate,” said:Mr Fritz.

He said the survey had alsc'indicat-
ed that consumers were also more
price conscious! and: were placing
greater emphasis‘;!bn)qual;ty.

com el S ppprt b vy




' By AUDREY D'ANGELD
Business Edjtor

BUSINEES
afte “in an
likely to di

must plan to oper, -
environment un-
ffer substantially
present one” until

the year 2000 ang

with high unemploym
lence and crim

} €, says QOckie
Stuart, direetor

the Stellen-
reau for Economic

But other speakers at the an.
R conference at the
es Hotel, Somerset
Wegt,t yesterday were more op-

Lord Charl

Christo Wiese, executive
of the Pepkor group,

“the botential for.

an economic miracle of South
Eagt Asian
"Tight politica! and economie
decisions were made,

E’hilipl)l Spies, executive direc-
- for of the Institute for Futures
Research, said “we have a
strong stake in a prosperous
continent” and an opportunity
to solve the country's problems.

Lieb Loots, head of the econo-

mics department at the Uni-

versity of the Western Cape and
an adviser on taxation 1o the

ANC, said he expected the next

government to adopt policies
leading to economic growth,

Hennie Kotze, head of the Po- .

litical department at the Uni-
versity of Stellenmbosch, said
he was optimistic that SA had

proportions” if the .

. Trade and Industry,

419967

et

. Q Wt
r Wity
et e Wty

‘chésen the best way to carry oit

a- political transition.” There
had been “a
vergence to
both sides.” .

PVerwey, director of export
promotion at the Department of
said new
markets were opening up, and,
with sanctions lifted, the US

tremendous. con-
the’ middle from

“had already “taken over s our

No 1 trading partnes”, .

All speakers at the confer-
ence stressed the importance of
exports, Ockie Stuart said he
expected exports “to recover
fairly significantly” next year,

- “Thereaftér demand for- eX-
‘ports should increase steadily

— virtually up to the end of the
century, with a peak Iate in

T A L
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two years

) Business Editor e

RETAILERS operating in the emerging mass
market expect to grow turnover at a faster
pace than the increase in disposable income
in the next two years, Christo Wiese, executiver
chairman of Pepkor, told the BER conference’

I'A realistic expectation is that by the year 2 000
the mass market will have advanced in real
terms by 20% to 30% from its present base.”‘

He made it clear that the major chains intend te!
open stores in the black townships, to reach
their target market there, as soon as it is safe
1o do so.

“Until stablhty returns to these areas the
national chains are unlikely to expose their

" Staff as well as their investments in stock and
capital equipment to the high risks of the
townships, -

“However, they would be foolish not to have
strategies in place for their forceful entry into
these areas once peace has been established.”

But, Wiese warned, the chains “will be accepted
into these communities only if their presence’
contributes to the economic empowerment of
the people they want to do business with — in
other words, only if they create opportunities
for the community to benefit from their oper-
ations.”

Discussing the size of the black market, he sald
“Of the R12bn 'blacks spent on groceries in
urban areas in 1990, R5bn was spent in the
townships and R2, 6bn of that at spaza shops
and counter stores.

“That figure must be substantially higher now

... Just three years later, in view of the headlong

“urbanisation ‘we have’witnessed.
“Competition between the major chains for in-

creased market share will, in my view, become

(23\6801(1) fiercer as we move towards the year

. Consumers

“Price will remain the most important consider- "

ation for the mass market consumer, followed
by product quality and availability, as well as
service and location.”

But, Wiese said, retailers would not neglect the
growing mlddle class.

“We shall have to make provision for the aspira-
tional needs of a growing number of middle
class consumers, as well as for those of the
established first world component of our
society.

“Members of the first-world component in par-

ticular will insist on a continued wide choice -

of quality merchandise to support their life-

style, If this is not available I believe a great

many of them will leave the country rather

tdhmcll reconcile themselves to third world stan-
a S n

He sald the retail sector could create opportuni-
ties for suppliers in the informal sector as
well as “a great many jobs in the formal sector
at relatively low cost.,”

And it could boost export earnings “by acting as
a spearpoint for the country’s export drive
into Africa south of the Sahara.

“This it can do by providing retail outlets in
neighbouring countries which act as addition-
al markets for SA products.”

Pep was already doing this. Through a subsid-
iary it operated more than 70 stores in neigh-
bouring countries. Other companies in the
group would also expand into Africa.

“Naturally all such stores will have to be
stocked from SA as is largely the case with
those we operate in Scotland.”

.
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Ambey, chain stores’ favourite cola
AS the battle for the soft-drink marketin - P — , 24-milllon litres a mon¢h,
Southern Africa hots up, Durban-haee By DON ROBERTSON v The soft-drink market i Southern
Ambev has become the largest SUPDLIEr, Afriea is worth about R2-billion a year,
to chain stores, § { . f'rh_e company has introduced a range - Mr Hack says a major reason for

Ambev opened its proguction andbot-  Of mixers under the Jeeves name, They . Ambev’s success in chain stores is the
tling piant tear Durban three yearsago  Include soda, lemonade, quinine tonic, close relationship which has been bujlt

ame I ier i ginger ale and a caffeine-free cola, . y

Nata region with s J?\lrlgplg'e;z'zdl.nitthig ouzs helped in establishing these up--g,etween o a]nd ol
now the largest supplier of house-brand  products by Bushboeke Allen, a consult- _ “Weare not mere. y selling a commeog-
Soft drinks to Pick 'n pay Shoprite-  ancy which researches customer prefer.  Ity. We have developed flavours Indivig-
Checkers and OK Bazaars"" boces and supplies flavourings for car.  ually for each chain in close co-opera.
» bonated soft d’;mks in 37 countries, tion with the customer, We gre

Managu;]g directa:?rchBerna;d Hack The entry into house brands was  constantly re-evaluating our products,

sighed s o dors ok, Chéln has peen . The ¢ ey b otre disposable gy gyyg ool S market yoy have
signed fnd dehal with of e nd willbe gy % oL J0W has a L8 bottle. g e pope thon o bottler and Histr e
concluded by the end ¢ the year, Alliances have been established with tor. You have to keep your finger on the

Ambev has also opened _a_bot ng independent bottling companies ulse of the consutner and be able tq
plant in Cape Town/” ‘@E: f

throughout SA to handle production of translate preferences into flavours.”
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‘Forget business as 11315111511%,,39,;6r /1l

TOM HOOD, Business Editor
MOST businessmen are living
in a fool’s paradise if they
think they can return to “busi-
ness as usual’” after next
April's election.

So says an authorify on the
Cape’s informal sector, Theo
Rudman, director of the Self-
Employment Institute.

“They are mistaken if they
believe the election will take
away violence and the country
will become a paradise,” he
said yesterday at the annual
seminar of the Menswear
Group of clothing manufactur-
ers in Cape Town.

*The environment is not go-

ing to change and it will never
be business as usual again.”

Most companies were miss-
ing business by ignoring con-
sumers in townshins — espe-
cially places such - Khayel-
itsha, which was rea. a city
of 500 000 people, he said.

‘“The average businessman
does not even acknowledge
that it is a city. They say the
people are very poor and no-
bedy is really trying to do busi-
ness there. But that can be de-
veloped and if businesses aim
to collect all their pennies, they
will get lots of pounds,” Mr
Rudman said.

Both Coca-Cola and South

African Breweries had ‘proved
that good business could be
done in a poor environment if
properly organised.

Coca-Cola’s sales had risen
40 percent a year in black ar-
eas until violence escalated
last year, while about 80 per-
cent of beer sales were in those
areas, said Mr Rudman.

About 70 percent of all sales
in the country’s liquor industry
were now in the townships, he
claimed.

There was business to be
picked up in the townships —
“That is where the growth is. It
is like a new country out
there,” Mr Rudman said.
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A sure sign of a turn in the economic cycle is
the appearance of contradictory indicators.
An extreme example emerges in the huge
discrepancy in expectations about future re-
tail sales, as reflected in surveys carried out
by the Central Statistical Service and SA
Chamber of Business,

According to a CSS survey of 100 major
retailers, sales for October are expected to be
up 1,8% — month-on-month — with infla-
tion stripped out.

__This is a seasonally adjusted figure which,
if annualised, would represent a rise of well
over 20% in real terms.

ECONOMY & FINANCE

\ =) _
: b : B Sﬁfﬁ%he explanation, the dimensions
B Exp e ctati 0“5 ; ri Se B | of this disparity in expectations for consecu-

tive months highlights the hazards of fore-

ik Expecte . . BN | casting events.
RN ORISR IR | O Sacob’s business confidence index for Oc-
: sa_[es/(_:on_stan‘l-lgsﬂ p{lce S tober rose to 102,1, the highest level since
e i R I August 1990. m

Sacob analysed 250 responses from cham-
ber members about expectations for the fol-
lowing two months and found they expected
a 2,2% fall over November-December 1992,

Sacob received its estimates in current
rands which were then deflated by a projec-
ted inflation rate of 9,1%, says Sacob econo-
mist Bill Lacey. The CSS’s Roelf van Tonder
says, in the official survey, current prices
were deflated by 0,9% which annualises to
about 11%.

The difference in deflators doesn’t explain
the discrepancy but compounds it.

Lacey suggests the composition of pur-
chases in the period is very different, “Pre-
Christmas shopping is heavily weighted with
durables, People are more likely to econo-
mise on these big investments than in day-to-
day shopping.”
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No second chance

A cautionary tale from India: in the years soon after the
British departed, the enthusiastic central planners in New
Delhi instituted a five-year development plan. Part of the
plan was the building of a major dam for the irrigation of a
parched rural area. The dam was duly designed and building
went ahead. The planners pressed for it to be commissioned
before the expiry of the five-year period, so that they might
take the political credit for it in the area.

The engineer in charge of the project refused. It was too
soon to allow the dam to be used to capacity, he said. If the
dam were commissioned by the day the planners were
demanding, it would burst and thousands of people and
cattle would be drowned. The planners would not accept this
and insisted. On the day the dam was commissioned, the
engineer took a chair to a nearby hill to watch the disaster.

Many thoughtful people must be feeling like that engi-
neer, as they consider the political deals being concluded at
the World Trade Centre between the National Party govern-
ment and the ANC. It is not the arrangements for the
election that are especially worrying, or even abstract mat-
ters like human rights; it is the issue of regional powers that
is most disturbing and not for the obvious political reasons.

In the wrangling over greater or lesser regional powers,
the focus has been almost entirely on what concessions to
federalism are necessary to persuade the motley coalition
that is the Freedom Alliance to stay in the process.

The economic implications, if they have been understood
at all, appear to have been ignored. As the HSRC’s Lawrie
Schiemmer pointed out at the FM Investment Conference
last month, a greater emphasis on regional power could
foster huge and wasteful bureaucracies, with significant
effects on taxes and inflation.

Fiscal tension is likely between regional and central au-
thorities, leading to instability. Wealthier regions will be
expected to subsidise poorer regions — which means that
areas like the Witwatersrand will have to cope with the
influx from rural areas as well as subsidise those areas.

And if regions are subsidised but do not have the freedom
to act independently of the centre to attract investment, the
scope for growth will be limited. Arbitrary regional bound-
aries will leave certain areas highly aggravated.

Schlemmer warned that “preat care should be taken to
minimise the dangers in the eventual constitutional provi-
sions,” otherwise “SA’s quasi-federation could be born in
conditions which will guarantee its failure.”

Great care has not been taken so far by the politicians.
They have been concerned to draw up proposals that are
politically acceptable, but which could well be economically
ruinous. As with the planners in India, political imperatives
may well have been inescapable in setting the pace of
agreement — but if the warnings are not heeded, nobody
should be surprised if the dam breaks. |

THE ECONOMY
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Between perception and reality

If reviews by bank and other economists were any guide, you
would think we were already in a boom. The flood of
pessimism that characterised most commentators earlier this
year has been replaced by an equally pervasive optimism.
Yet in annual report after annual report, company chair-
men have been at best guarded in their projections for the
current year (which now generally extends to next June).
The immediate future is “uncertain” or “clouded by political
uncertainty” and for every profitable turnaroupd, li ain-
bow Chicken, there is an OK Bazaars. &vﬁ
Sacob itself this week projected a 2,2% decline m the
Christmas retail trade — which will also affect the manufac-
turers who supply that trade. True, that’s better than last
year’s 4,9% decline, but it’s a funny sort of recovery.
There is still no hard evidence that real recovery has
extended much beyond the primary mining and agricultural
sectors — and there thanks to George Soros and Jupiter
Pluvius rather than Chris Stais and Derek Keys. The slow
rate of money supply growth also, sadly, attests to the
slackness of the economy rather than financial discipline.
Of course, in part it’s just a reflection of the herd instinct.

In economic analysis, as in so many areas of life, it can be
more comfortable to be wrong with the majority.

And given that turning points are always more difficult to
predict (and rarer) than continuations of an existing trend, it
may well be that the change in perception is more significant
than arguments whether next year’s GDP will grow by 0,5%,
1% or even 1,5% — especially given statistical error.

The fact is that what businessmen hate most is uncertainty
and you have to be an Anglo American or a Gencor to be
prepared to consider major investment while the shape and
philosophy of the government that will be in place after April
27 are so uncertain. Much as the ANC may protest its
conversion to the free market, business is not convinced. The
Merg document (see page 33) may be a draft, has already
been repudiated in part by the ANC and could change much
before its public release next month, but it displays a
touching surviving belief in the merits of a centrally directed
econcmy that won't encourage local or foreign investors.

Confidence is a fragile blossom. All we’ve had so far is a
tentative revival in confidence. There’s a long way to go
before it can be converted into new factories —and jobs. W

@ o ‘a
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OK BAZAARS

SAB shareholders deserve an explanation

} “We were in danger of
losing our way . .. we
W had to take our pun-
ishment for straying

mon sense.” — OK CE
Meyer Kahn, 1979

The lesson has been
long in the learning.
And now, 60 years after it was listed on the
JSE, the company whose far-flung emporia
made it “the store where SA shops™ is about
to become a delisted failure.

SA Breweries (SAB), the OK’s principal
shareholder with 69,9% of the equity, has
obviously decided that the giant retailer’s
steady retreat in the face of unremitting
competition is now so embarrassing it must
be removed from the investment spotlight.
Not that SAB exccutives will admit that;
they parade instead a host of reasons, from
hugely burgeoning debt to political unrest.

OK Bazaars, whose penesis lay in the
combination of two unlikely traders, one the
owner of a modest store in Harrismith and
the other a travelling salesman and some-
time hairdresser, was established in 1918,
Sam Cohen and Michael Miller commanded
a capital base of £150 and called their firm
United Commercial Agencies.

Their sole motivation was to make profits
quickly; they had no intention of being
trapped by the plate glass and mahogany
which characterised their opposition. Not for
them the Edwardian opulence that surround-
ed the great British stores. That’s why it
became the OK — goods which were OK, at
OK cash prices.

The old OK died when SAB acquired its
interest in 1973. Marketing director Louis
Ozanne told the FAM
excitedly that SAB’s
involvement *‘. ..
clearly marks the
change from brilliant
pioneer development
by entrepreneurial
families into total pro-
fessional manage-
ment.”” Really?

SAB’s management
in the early years pro-
duced good results.
The share price fell
initially from SAB’s
purchase price of R7,
bounced along for six
years, then took off in
1979 to a peak of R27
in April 1983. Since
then, it has been
downhill all the way.

§ from the path of com-+

Where was SAB?
- OK on the skids .

Fwu

As with all slow disintegrations, it’s diffi-
cult to pinpoint the reasons for ultimate
failure. Nevertheless, there are some strong
candidates, First is management style —
ethic, ethos, culture. Cohen and Miiler re-
presented themselves and their own money,
and there’s no substitute for the owner’s foot.
Essentially, they were traders
locking for the main chance.

Even in his 80s, Cohen used
to spend a couple of hours at a
till every Saturday morning in
the basement of the Eloff Street
OK. He thought it important to

keep in touch with custom
and the shop floor! %
Subsequently, Meyér Kahn

became CE in 1977; Kahp is
nothing if he isn't a trade

But when he moved to SAB’s
head office in 1983, OK’s share
price went into a spiral dive
from which it has never recov-
ered. Kahn was replaced by Jor
Gordon Hood, architect and
property developer, who presided over an
empire in decline.

The choice of Hood surprised observers,
There was no questioning his hotel and store
planning abilities, first at Southern Sun and
at OK, but running a huge company with
thousands of employees isn't given to an
executive described as “wooden™ and *‘auto-
cratic.”

As management trainee and then CE,
Kahn clearly developed*a soft’ spot for his
alma mater. Maybe this precluded him from
acting sooner and with greater vigour —
especially when the alarming trend in OK’s
interest burden became evident. In this
sense, at least, Kahn has some answering to

»ﬂ p“@ﬂ

\

CK Bazaars share price (c)

a soft spot
the OK

Kabn ...

12 /nlaz

do: what would OK be like now if he hadn’t
insisted on being s0 laid-back, so remote, and
had been more of a hands-on chairman?

SAB planning and development director
Malcolm Wyman says SAB’s policy is to
give operating subsidiaries maximum free-
dom from central control. “We actively em-
ploy a decentralised manage-
ment philosophy,” he says. That
is a policy many support,
though not at the expense of
common sense,

A second factor is that OK
simply lost its way in the Eight-
ies. The temptation for manag-
ers of retail operations is to
cater for every sector indis-
criminately, OK was no excep-
tion — a8 evidenced by its 1993
annual report entitled **Back to
basics.” By Kahn’s own admis-
sion in 1979, OK f{lirted with
high fashion and was “‘eaten
alive” by competitors in furni-
ture.

In the circumstances, it’s strange that the
illness was allowed to continue. When SAB
tock control in 1973, it told the FM its
involvement would be at the strategic level of
making the right big decisions — directions
of growth, new outlets, finance, profit tar-
gets, top appointments. What has happened
to these proud and perfectly proper prom-
ises? The unadorned answer is that SAB
hasn’t delivered.

The third reason is probably the most
curious of all. It is that OK’s technology has
lagged that of its major competitors, Given
SAB’s profile in hi-tech applications in other
sectors, its irresolute approach to OK seems
wayward. OK CE Mervyn Serebro admits,
for example, the company’s accounting sys-
tems are unbelievably antiquated.

And OK has fallen behind in critical areas
such as in-store controls. These technology-
related failures are illustrated by a compari-
son with Pick 'n Pay (PnP) where, for exam-
ple, debtors expressed against days’ sales are
0,6 against the OK’s 29,5. Other ratios are:
the number of days’ stock held by PnPis 23,8
compared with the OK’s 50,5 — more than
double; and PnP wins in its use of creditors’
money — its stock is financed to the extent of
164%, compared with the OK’s 98%.

Wyman objects to this comparison: PnP
isn’t at all like the OK, he says, because it
doesn’t have to fund a huge furniture book,
It's true OK's HP book amounts to close on
R500m and the product mix of the two
retailers differs; 85% of PnP’s business is
food while at OK it’s only 60%. Comparisons
may be odious but they have to be drawn.

Wyman defends OK’s record in this area
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by claiming that important technology takes
time to implement. That’s true but doesn’t
explain why OK entered the race so late,
Whenever the FM challenges OK’s per-
formance, Wyman’s stock response is that it

was grievously affected by the pervasive so-
cial, economic and political uproar. Wyshan

says OK's trading position improved mani-
festly when quict returned. It’s a seductive
argument — but it doesn’t explain why OK’s
competitors weren't affected to the same
extent. Wyman attributes this to OK’s expo-
sure in rural and mining areas.

SAB’s decision to
make a Section 311
offer to minorities
raises a number of is-
sues. The first is that
SAB’s intention to
make OK wholly
owned smacks of a re-

Turnover (Am})

HEANGE
As SAB cannot escape some of the culpa-
bility for this dramatic decline in sharehold-
er wealth, is it right to offer minorities a
price which clearly isn’t generous? Minor-
ities will be right to argue that SAB’s ad-
mitted lack of managerial input, direction

[ and control is responsible for shrinking as-

sets. Wyman and Serebro argue the share

price hasn't traded better than R8 this year
2O )

and so R10 is reasonab)

That is tantamount to saying minority
shareholders must accept responsibility for
management'’s inability to manage. While

Another important feature is that the first
Hyperama, opened in 1976, was intended to
solve the OK’s self-imposed problem of being
the place where the nation shopped. Hypera-
mas were introduced (at a time when the
group was doing particularly well) to lift the
load from OK Stores of what was a crippling
philosophy. The size and disparity of the
market outstripped OK’s ability to service it.

It is only now — under Serebro — that the
essential differences between Hyperamas
{serving A-B income groups) and OK Stores
{concentrating on the C-D sectors) is being

- Diminishing returns

Sobering statistics

peat of the Southern

Pra-interest profit (Rm)

Sun saga. Investors

will recall that SAB’s zfs"?;pmm {Rm)
response to the em- OFS [0

barrassment of Sun’s

continuing losses was

Returns on average total assets

precisely that. The

Returns on average capital employed

impression is that it’s
a lot easier to sweep

Return on average equity

unpalatable facts un-
der the carpet when
there are no public reporting requirements.

Wyman denies that is SAB’s intention;
“No, we won’t hide anything. We don’t hide
our hotel resuits, for example. Nor do we
hide the results of our beer division. Anyway,
QK’s results are already consolidated fully
into SAB’s financial statements, so it will
have no additional impact.”

However, Wyman refuses to say what
kind of financial restructuring of OK is in-
tended. One thing is certain: the company is
horribly undercapitalised and a consequence
is a colossal debt burden (now close to
R1bn). Such matters as how SAB will deal
with the debt — whether it will replace it
with paid-up capital or use other instruments
(prefs, convertible debentures and so on)
remain undisclosed.

Asked why the alternative of a rights issue
wasn’t adopted, Wyman says SAB conclud-
ed minorities wouldn’t subscribe. He claims
the unusual activity in the share recently
(1,7m shares have traded so far this year, of
about 3,7m held by private investors) is spec-
ulative. Another option — that the major
institutions might have been prepared to
subscribe for a rights issue underpinned by
SAB — was rejected by Wyman as unrealis-
tic, given OK’s past performance. This is an
overt admission of its parlous state.

SAB's offer to minorities of R10 a share
may be taken either in cash or in SAB scrip
(based on a share price of R68). That is, at
least, a concession which allows shareholders
to stay in touch with their OK investment.
The offer must be compared with OK’s net
asset value: at March 1992 it was R28; by
April this year it was R21. Now the manag-
ers say it is R15 and falling fast.

shareholders always ultimately pay the price
of management incompetence, in this case
SAB’s dominance meant that minorities
could never exercise the final sanction of
throwing out management.

It’s arguable that recent share dealings
simply represent speculators perceiving op-
portunities for fat pickings. The most recent
results — the interim to September -— por-
tray an extraordinarily sombre picture.
Compared with the same period last year,
operating income fell R50m on turnover
which increased 5% to R2,7bn.

This is curious. The huge decline isn’t
represented solely by squeezed margins aris-
ing from aggressive marketing chasing mar-
ket share, Serebro suggests 2 main reason is
the fall in inflation — especiaily food —
while fixed overheads remained constant.

But it is worth remembering that when the
new management team launched the reborn
OK in May, it claimed it would halve the
losses by year-end. Actually, losses have in-
creased — though if comparisons are made
with the six months to March 31, attribut-
able losses improved slightly from a negative
R47m to R40m. Nevertheless, these figures,
fortuitously perhaps, serve to underline and
enhance the superficial attractions of SAB’s
offer to minorities.

The most striking feature of the six-month
results is the R57,1m interest bill — almost
R10m a month. Since March, OK’s total
interest-bearing debt burden has risen
R234m,; it’s now R937m. The R42m operat-
ing loss gets even worse below the line, where
OK has taken an extraordinary loss of R27m
from rationalisations, There seems no end to
the red ink in the financial statements.

articulated. Indeed, the Hyperama success
and OK’s ability to make it work has been
camouflaged in the perceived interest of
shoring up the steadily declining perform-
ance of OK Stores.

The group is coy about releasing informa-
tion, but it’s possible to deduce that last year
the Hyperamas contributed about R50m to
group operating income. The inference is
that Hyperamas work, OK Stores don’t. Wy-
man rejects suggestions that SAB intends to
list Hyperamas separately.

Twenty years ago, SAB laid R136m on
the table to secure control of OK'’s business.
Applying nothing more than the CPI over
the years since then as a measure of return,
SAB’s outlay should now be worth R1,78bn;
it is worth no more than R61m.

This is sobering because, taken alone, it is
uncomplimentary about SAB’s management
and strategies of diversification. Wyman,
heavily defensive, says SAB is in “the mass
market-orientated business. We will have
bad periods. We are, after all, a prisoner of
the economy. We can’t divest and translate
our hoidings into cash whenever the environ-
ment looks poor.”

Soon after the FM went to press, SAB
unveiled its interim, against a background of
26 successive years of unbroken annual
growth in earnings. The unpalatable truth is
this has been achieved despite — not because
of — the diversification programme. Bever-
ages always pulls SAB through.

Though it’s hard to say this in the face of a
record unmatched in SA business, SAB's
shareholders would have done better-if its
managers hadn’t been so adventurous.

Marylow Greig & David Gleason
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Etam, Foschini get closer . §

FOSCHINI chairman Stani‘ey--Foschini, said yesterday.

Lewis and his son Michael have
both joined the beoard of British
fashion chain Etam as nonjexgecu-
tive directors. ¢ _J H'L‘I[J‘i‘é

Both are directors of Foschini's

ssociate, investment holding
¢ompany QOceana, which has a
36,5% stake in Etam. Foschini
bought 35,3% of Oceana, which is
controlled by th is family, in
1991 for R131mi 3&;)

The appointme
form an alliance and ongoing con-
tact from which both chains .will
benefit, Clive Hirschsohn, D Xof

isintended to

Etam fought off a hostile bid
from Qceana in 1991.

But Hirschsohn said yvesterday:
“There is the utmost goodwill be-
tween the Etam board and our-
selves. We want to make some
input that will assist Etam to
maximise its success.

“Etam has realised that there
are synergies between our two
chains.”

Hirschsohn issued a statement
yesterday in which he said retail-
ers all over the world were facing

" similaf ¢Hallénges.

“Etam’s target market, mer-
chandising and positioning in the
industry is very similar to that of
the Foschini group.”

Under the London Stock Ex-
change rules Oceana can in-
crease its holding in Etam by only
1% in the absence of another bid.

Hirschsohn said no consider-
ation had been given to making
another over-all bid. “We shall
probably edge up by the 1% a year
we are entitled to.

“We are absolutely thrilled and
delighted by these appointments
to the board. "

Stanley i )
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DURBAN —_ Black “hoy-
cott breakers” in the Ma-
tubatuba area have.been
forced to drink paraffin
and eooking oil and to eat
soap after buying grocer-
ies in the town.

This is according to
semor Natai MEC Mr Val
Volker, who addressed a
meeting near the Duku-
duku forest yesterday, ap-
pealing for an end to the
10:day . boycott . of busi-
nesses there.

However, the boycott
seems set to mtens:fy
th:s weck after about 300
IFP,supporters held a de-
monstratwn after the
meeting, "

IFP regional orgamser
in Empangeni Mr Rabert
Mkhize told Mr Volker
the. boycott: could be
called offi ““in one
minute’? if he ensured
that:police left:the forest
while talks= were held.
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CNA Gallo shareholders

approve

[ MARCIA KLEIN B

RETAIL and entertainment
group CNA Gallo, benefiting
from an improved performance
by its entertainment interests, in-
creased earnings 9% to 40,3¢ (37c)
a share in the six months to
end-September.

The group, with interests jn CNA,
Nu Metro, Gailo, The Literary Group
and Constantia Greeting cards, alsp
sald its shareholders yesterday ap-
proved a 10-for-1 share split to make
its shares more tradeable, The share
was unchanged yesterday at R32. The
split shares would trade from
November 15.

Turnover rose 12% to R470,6m
(R419,7m), operating profit 6% to
R191m (R18m) and attributable
earnings 10% to R13,5m (R12,3m). An
8% higher interim dividend of 14c
(13c) a share was declared.

Lower investment income was off-
set by lower net financing costs,
bringing pre-tax income up 9% to

share Sp
B/boy
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CNA Gallow Ltd
Share price, weekly close (cents)

3650
3500

3300
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Cuzen said the increase in earnings

The effective tax rate was 2%
compared with 45% the previous
year, but CE Dennis Cuzen sajid CNA
Gallo did not get the full benefit of
the lower tax rate as there was a drop
in dividends from offshore interests.
CNA had also incurred one-off costs
with an expansion and store develop-
ment programme which were not tax
deductible.

Giemptic. KAREN MOGLMAN Source | NET
Rlm R1z9m). CEREEHD BO_)

plan

was achieved largely through an im-
proved performance by the enter-
tainment interests held in Gallo and
Nu Metro. Gallo’s improved results
came off a low base. Nu Metro had
benefited from closing non-perform-
ing sites, opening successful new sites
and better product allocation.
Gallo's sales grew 29% and Ny
Metro’s 26%. Retail sales grew 7%.
Cuzen said retail earnings had been
tnder pressure because of reduced
consumer spending, but trading had

graduaily improved in recent '

months,
Working capital had risen at a rate

higher than sales as a result of the

introduction of new product lines
ahead of Christmas,

The tentative recovery in the eco-
nomy, the fall in interest rates, an
encouraging start to the agricultural
season and political progress would
enable CNA to maintain growth in

the second six months. However, this ,

would depend on CNA being able to
attain Christmas and back-to-schoo]
sales budgets.
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South Africa’s business mood
has improved to its highest
level.in more than three years.

Sacoli's Business Confldence
Index (BCT) for October soared
2,8 perceniage points to 102,
— levels last seen when Nel-
son Mandela was released
rom prison.

Director economie policy Dr
Ben van Rensburg sald the
large rise suggested that the
country’s longest-ever reces-
sion had finaily ended.

Eleven of the thirteen sub-
indices which make up the BCI
improved - the only negative

TRAL s

1

Positive conﬁibuﬁng fectors 335

included the continued decline
in the rate of inflation, an fm-
provement in the foreign re.
serves, an increase in the num-
ber of new T car sales
and a higher gold price.

Van Rensburg cautioned,
however, that Sacob’s recent
survey of the small business
sector and Chrisimas sales ex-
pectations indicated that the
country was siill in the very

early, and tentafive, 8 of
a turnaround. ()
“The economife upswing is

still vulnerable and will de-
pend on South Africa’s ability
to absorb possible shocks

which could emerge from elec-
;gwfl:: miﬁ l(l)lcetrochbaenrmwsae i): tion announcem'gnts and in-
ports than in September. creased violence. )
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But he said that the steady
increase in merchandize im-
port volumes over the past five
months, a rise in real retail
sales, the fall in re-
gistered unemployment and
the decline in the number of
insolvencies, all provided evi-
dence that the economy had fi-
nally eeased to contract,
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owever, the economie up-
turn was likely to be slow as
consumer demand was stfll
very wesk,

Van Rensburg said the sti-
mulatory effect of the recent
Bank rate cut would be limited
to the extent to which lower
interest rates encouraged con-
suumers to spend on credit,

“The combined effects of re-
trenchments, increased taxes
and low wage and in-
creases heve left the consum-
gr in a weak fineneial posi-

on."

Sacob economist Kefth Lock-
wood said sales prospects in
the manufy sector were
at their highest level since
March 1989,
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BUSINESS confidence Has .
soared to its highest level for
more than three years, ac-

cording, to. the SA Chamber .

of Business {Sacoby index. It .

rose . in “October to 102,1%.:

from 99,3% in’September. .
Sacob chief evonomist Ben van’
Bensburg.shys in his commentary,
that the 2,8% rise.in the index -
“provides further evidence that
the recession- has finally ended.:
“The improvement in 11 .of the

- By AUDREY D’ANGELO’ . « -

agree;”
lence’still remains an important
factor, Sacob is concerned at the
possible impact that electioneer-
-Ing will. have” .

The business venfidence index
has been risin%' stendily for the
past’ five' months after slipping

of Chris Hani, It averaged 90,6%
last year when the highest tevel it
reached was 93%. »

- Discussing signs of recovery,
Van Rengburg says:;“Thére can

“be little doubt that levels of do-
13 sub-indices which make up the - Mestic demand are starting to sta- -

BCI suggests that early signs of - ' ‘135"{

racovery dre starting to emerge in
most gectors of the economy.” -

But, Van Rensburg warns:"SA

isstill inthe very early and tenta-
tive stages of a turnaround and an
economie upswing is still vulner-
;abler A ‘-:. L "
. It will be necessary to sustain
and to build upon recent positive
developments if the economy is to
coptinue 'to gather momeéntum,
We cannot take the expected eco-
nomice uptirn for granted.”

He points out that dneertainty
surrounding future economic
policies is likely to become more
pronounced in the run-uyp. to the
elections, “since participating
parties will go'eut of their way to
emphasise their differences rath-
er than the issues on which they

s

Prospects
“The steady increase in mer-
chandigse import volumes and
passenger car sales over the past
ifive months, the rise in real retail

+salés and marginal fall in the

number -of peoplé registéred as
unemployed in the past three

- months, and the decline in the

number of insolvencies ali pro-
vide evidence of an economy
which has finally ceased to con-

tract,

“Added to this, both the. phys-
cal volume of manufacturing
production and the real value pf
building plans passed have
shown_an improving trend in

recent months and agricultural’

prospects are looking better,

i il/q

“CAnd, he sa&s:“Tl:ae: level of vio- .

back in May following the murder.

‘ambivalent.

ST

“I'he. improvements in the real

.etonomy have been complement.
‘ed and facilitated by sustained
Amprovements in many of the key

finaneial indicators.”

However, he says, the com-
bined effécts of retrenchments,
increased taxes and low wage
and salary increases have lefi the
iogj(me‘mme.t' in & weakened posi-

on,

The stimulatory effects of lower
interest rates will therefore be
limited by the extent to which
people are encouraged to spend
on credit.

“It is also of concern that ex-
povt volumes have failed to con-
finue gathering momentum,
following significant improve-
ments early in the year. .

“This suggests that the world
economy’s performar(g,? is still

“While prospecis for 1994 are
better it is unlikely that SA will

‘benefit fiom these to the same

extent as many other developing
countries, bécause of our contin-
ued reliance on metal and miner-
al exports and the relatively poor
performance of the major Euro-
pean economies, .
“SA’s low foreign debt ratio, to-
gether with the continwed out-
flow of foreign capital, will aiso
limit the benefit to this country of
declining interest rates in the
major induastrialised countries.”
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It's a gloomy

B BY CLAIRE GEBHARDY

Christmas refail sales are ex-

to rise by 6,7 percent to
R19,9 billion this year — 2 22
per cent decrease in real
terms, says Sacob

Senior economfst Bill Lacey
says the gloomy forecast has

great significance for business,
and the outlook for consumer
spending, given that 22 percent
of retail sales take place over
the Christmas months of No-
vember and Decem!

De ber.
“In the iﬁﬂgllew gector, the

proportion of sales over the
Christmas period is as high as
26 percent and in furniture/ap-
ces, audio/video, footwear
and clothing it exceeds 24 per-
cent of total annual sales.”

He points out, however, that
the survey was concluded be-
fore the one percent bauk rate
cut and before the recent re-
duetion in the petrol price.

“The actual outcome for
Christmas sales could be bet-
ter than expected.”

The s are also an im-
provement on last year when

i(‘)uﬂo%ggr Qpr
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gales of R18,6 billion were
49 percent down in real terms.

All sectors showed a decline
in real terms with the mosi
seriously affected being sports
goods, beverages/alcohol, and
durable goods. &

Clothing, boo and biteh-
ery were the most optimistic
sectors forecasting increases
of between 12,2 to 13,1 per
cent.
Lacey said business was
tending to keep the same level
of stocks a8 last year.

This indicated that retailers

were more optimistic than last
year when gtock levels were
Jowered.

“(tonsumers will be.very
gensitive to price and fo quali-
ty, particularly in food.” .

Lacey sald the pessimistic
forecast was essentially an
issue of political dimension
and respondents would take
their cue from what developed
in the next six weeks.

Regionally, Kimberley and
Klerksdorp were the most pes-
simistic areas in the survey.
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‘Retailers esigne
low Christmas
¢ aHARON wooD B3]

e RE‘i‘AleRB are bracing themzelves for &

-pedestrian Christmas, desplte broad indlx
catlons that the economy. has turned.

“+ Sacob’s annual survey showed euterday
that business éxpected real retall sales to
‘fall'2:3% year-onyear: goinpared-with s
‘49% drop the previous year.<} li?qa-'

‘1~ Senior. econornist Bili Lacey sald-.al-

though the {lve-year recession apgeareﬂ to
‘have ended;the retall.sector had a pessl-
~mistic outlook which broadly mirvored the
“olreumstances of SA's.economy as well.as
- the underlying political uncertalnty, -,
Respondents: expected total . salps, of
'value of sales last seagon,. (( 2O )
Rea), Christmas retail isales 1ast; rose
~quring the two-month period in 1680, when
they.were up 2,1% to R1Bbn. ... .

1 mo.mmi up-6,7%; on- the. nanl- R18,6bn

-+ Lacey said:no sectors in the economy

expocted real-sales increnses. this year, .

_erages and -alcohol, . and durable” goods;
clothing and book retallers were expecte
to fare best, . S o

~Sacob -sald- a- number of factors-eould

brighten the outlook, These were tha,,gltpct

-. on consumer confldence of the recent low-

. erll:lxﬁ of intarest rates; clear evidence of &

ocul settloment goom; and Inltiating
. business.strategles to'offset o modity-the

~-tgnapshot”-ploture. of Christmas sales‘éx-

pectations as shown In the survey,.... -

. "'The Central Statistical Service's figures
for Aﬁust ghow that, for the first time
since Mavch, real retall trade sales showed
& year-on-year increase of 1,0%.
. @ 8en Page 3 '

A s ""*:‘a:a"“lﬁi 5

-, Bectors expocting the worat-perform-.
uances were those selling sports %oogs._-bev- ‘
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8 BUSINESS DAY, Monday, November 8 1993

Four-fold jump
in Amrel losses

eloy gz

[ wmarcaxiew |

FURNITURE, footwear and
clothing retailer Amrel's losses
ballooned nearly four-fold to
about R8m (R2,1m) in the six
months to end-September as de-
clining trading profits were erod-
ed by financing costs. .
MD Stan Berger said the trading
environment had been difficult, and
had particularly affected the cash
businesses. The VAT increase, dis-
ruptions after Chris Hani's death and
the inaccessibility of certain areas
had “seriously inhibited c er.

demand’f” ¢

The $A Brewer{es subsidiary sold
Shoecorp Shoe Stores — Including
ABC and Cuthberts — to Edgars for
R46,7m cash. Berger said that ex-
cluding the disposal, the number of
stores fell by 18 compared to the end
of the previous year because of clo-
sures in the group’s footwear and ap-
parel division.

Turnover, exeluding Shoecorp, was

up 5,7% to R536,6m. The furniture
division, which includes Geen & Rich-
ards, Lubners, Furniture City and Tip
Top, increased sales 6,2% (with no
additional stores) to contribute 58%
of group turnover.

Although turnover increased, trad-
ing profit slumped by a third to
R20,1m from R30,2m on the back of
pressures on gross margins and infla-
tionary increases in expenses.

Net financing costs were 2% lower
at R33,6m because of lower average

3. 93—

Amrel
Share price.weekly close (cents)

:

A N RS TS T R B |
AMJ 4 A S O NSJ

@raphic. LEE EMERTON Source -NET

borrowings as a result of the pro-
ceeds of the Shoecorp sale. Pre-tax
losses were R13,5m, agairst R3,9m
losses the previous vear,

The bottorn line loss of 86,5¢ {22,9¢)
a share was softened slightly by de-
ferred tax eredits on losses. No inter-

" im dividend was declared. '

Berger said the Shoecorp disposal
enabled Amrel to fund capex and re- -
duce interest-bearing debt by
RS35,8m, reducing gearing to 350%
from 380%. »

April and May were poor months
for the group, and the recovery since
then had been extremely slow. Sales
in October were fairly good, and
Berger hoped sales over the Christ-
mas period would match those of the
previous year. :

The ontlook for the second half was
“far from certain” as the volatile and
depressed trading environment was
likely to continue. In this light, the
group would be hard pressed to break
even for the full year.

g —
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TOM HOOD
Business Editor

EMBATTLED .OK Bazaars
took the first step this week
to get out of its ‘herrendous
debts and losses and renew
its boast to be “the shop
where South Africa shops”.

“But the road will be long and
the ‘effort could cost its Big
Daddy, SA Breweries, as much
as R3 billion,

With debt approaching
R1 billion and R153 million of
losses and write-offs piled up
ih the 18 months to September,
the 60-year-old company’s ill-

-ness was diagnosed by some
analysts as terminal.

These gentry look to the un-
‘dertakers when a company’s
debt to equity ratio drops te
1:2. But OK shocked even the
most pessimistic outsiders by
revealing:a 4:1 ratio. Iis Big

- Daddy’stis a mere L1:50.

Under the impact of fierce
,competition,weconofmic reces-
sion and political instability,
profit’ margins were sliced to

e 3

. 0,31 percent before interest and

tax compared to 2,30 percent a
year ago and 0,94 percent at
the March year-end.

Two to three years down the
line is the soonest that benefits
from a huge restructuring can
be expected, say the directors.

However, with Big Daddy
buying out the minority share-
holders for about R27 million
and delisting the OK, the debt
burden could be lifted, stores
and goods updated and comput-
er systems brought up to the
level of competitors such as
Woolworths, Pick'n Pay and
Checkers.’

Managing director Mervyn
Serebro disclosed in an inter-
view yesterday that he was op-
timistic and determined to give
it a go.

He sees the Western Cape as
a growth area, though there 18
a need to replace out-of-date
stores with bright new super-
markets. '

The main problem, he says,
is shortage of sites in the Cape.

‘We are pleased with the de-

velopment of our
there. But there

Hyper‘h:ijﬁas
has beefi,; 110
meaningful development by the
OK chain for some time ‘be-
cause sites have been difficnlt
to come by. A lot of OK stores

tend to be older stores. %

]
“We have identified what;we
pelieve to be immediate
growth opportunities ifirthe
Cape. But it is a gquestiofi ,of
getting our house in order
first.” The company was taking
drastic action to reduce,stock
and enforce a rationaligation

exercise across the board;: -

“We are happy with thf:ef Hy-
perama mix, but in OK we are
trying to target everything to-
wards the C-D income market.
It-is not appropriate to‘carry
19 kinds of deodorant or 14
makes of tinned mushrooms.
We will be in the same range’
as we used fo be” Cl

Analysts believe the delisting
of OK, making it a private
company, could help to give it
an edge over competitors, who
will be deprived of régular and
detailed reports of its business.
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FIERCE competition by ri-
val supermarkets led to
huge borrowings and plung-
ing profit margins for OK
Bazaars, which ended the
half-year to September
R40'milllion in the red.

The retail giant also wrote
off. R27 millien from stores ra-
tionalisation. This followed a
R45 million loss fer the previ-
O1l5 year,

}But SA Breweries, which
owns 69 percent of OK, want to
take over, buy out all other
shareholders pump cash into
tHe chain and go for a full-
scale restructurmg

‘QKihas also been saddled
with a'debt:equity ratio of al-
most four to one.

Shargholders are’ being of-
fered ‘R10 for each of their
shares against the latest mar-
ket price of RS9, although the

TOM HOOD and STEPHEN CRANSTON

price rose R2 yesterday as
news of the offer leaked out.

If shareholders take the of-
fer, OK will end a 60-year list-
ing on the JSE.

The offer is described by OK
managing director Mervyn Ser-
ebro as generous, although it
represents a discount of a third
on net asset value of R1542.

Minorities can either convert
into SAB shares priced af R68,
or take the cash.

SAB group financial director
Selwyn MacFarlane said there
would be a serious and com-
prehensive effort to put the OK
back in profit, but that losses
would continue for a few years.

He said the OK and the SAB
head office would work closer
than before.

There was frequent criticism

that SAB took too much of a
hands-off approach to the OK
during Gordon Hood’s ten-year
incumbency at the chain.

Mr Serebro said that in spite
of socio-political instability, the
group still showed real sales
growth.

Turnover increased by 5,8
percent to R2 69Zmitlicn, while
the weighted inflation rate for
the group’s basket of goods was
4,4 percent.

But margins were sliced to
0,31 percent from 2,30 percent
a year ago — which translated
into only 0,31c gross profit
from every Rl of sales against
2,30c a year ago.

Mr Serebro said the refoeus-
ing of the OK as a mass mar-
ket discounter was undoubtedly
correct.

OK - “lunges R40 millio
into red in half-year i

‘:Ij SA Breweries set to take over and pump in cash"

The merchandise range®was
being raticnalised. For exam-
ple, In one merchandise catego-
ry it was cutting the lines car-
ried from 192 to four.

He said the business was be-
ing reviewed to maximise effi-
ciency, improve customer ser-
vice and lower sales costs.

“Progress to date has been
slow as a result of the weak-
ness of the economy,” he said.

Operating margins remained
under pressure, and expenses
had not yet benefited from the
structural change.

Operating profit plummeted
from R58,6 million to R8,5 mil-
lion, while interest paid was
virtually unchanged at
R57,1 miilion.

There was a huge increase in
long-term debt from R43,5 mil-
lion to R232,2 million.

Total debt rocketed from
-R743,3 million to R936,7 mil-
“lion, rulmg out dlwdends for
-years, while shareholders
+funds plunged from R366,8 mil-
Ilon to R208,8 million.

Total assets rose by 6.per-
cent with stock and debtors

-both increasing.

+.Mr Serebro said stock®had
'been reduced dramatically
since the end of September and
would be further reduced: as |
the,- OK rationalised ranges. _

He said external factors |
{were unlikely to show any. im-
.provement over the.next six
months, particularly "as. the -
election date drew nearer. v
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Mitistities to be offered R10&

boy Sl
| MARCIA KLEW |

- SA Breweries (SAB) has decided’ to
delist its troubled- retail- chain OK
'Bazaars in.an effort to save it from a
crippling debt burden of R57m.
SAB,said an offer of R10 a‘share would
be made to OK minority shareholders. This
comparéd-with a net asset value of more
than-R15“and yesterday's closing price of
R9. Thé offer would cost SAB R40m.
Toddy’s annoyncement coincided with
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the release of interim results to end-Sep- - Share price, i
tember, which showed losses of 321,4¢ (20c 5610' weekly close (cents) 5

profit)aishare, a result signjficantly.worse 540 g L.
than market e;pectationg?ij :
The rhove came after contiriiied agsur- AT J JAS ONE
ances' from management that the OK .
93 Graphie- LEE EMERTON  Selircar NET §

wouldnot delist, and that its finaneial

affairs were not'materially different from
those at the March year-end.

MD Mervyn Serebro said yesterday: “As
the mibnths went by, it became increasing- -
Iy obvious that we could not trade our way
out-ofthe debt burden.” Lo

Atiglisting had been under discussion
“frgin‘the moment” he was appointed MD

.inJanuary..The debt hi¥d»a is enormous,

and:SAB will want us to delist in a process
of récovery which will take' years.”
THetOK had to re-engineer its whole.
busiiiéds'and regear financially. This could
be;dorieionly if SAB owned the business in
itsventiréty; Serebro said SAB had never,,
copsidered selling the OK. ,_

.Agegrding to. the announcement, man-

—

g ' I
L aee s * E
*- tb reposition the business. But Iosses‘?%'pn—'

tiriled and gearing reached “unsustaindble
levels”, The restruciuring programme,

would be protracted, and the OK wotild not -

be profitable for.a number of years,but it,
was imperative that the huge debt burden
be addressed. This‘could not be done with
minorities in place. .-, N

““Today's ‘published“nferini. tesults

showed that turnover, rose;6% tb,R2,89bn
(R2,54bn), but operating profit was slashed
to R8,5m (R58,6m). The operating margin
was 0,3% (2,3%). Serebro. sai F‘gi.o“sts'imd
moved up, and.margins downs
Operating profit-was ereded’by the debt

-

burden of R57,1m (R86,9m). The attribut-

able loss was R39,9m from last year’s pro-

agement wasFestructured at the beginning
of this year and a'strategic view was taken

O To Page .2
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OK Bazaars B‘baj b >3 il 92 0 From Paga.i1

fit of R25m, and a R44Sm loss at the — Hyperama stores, h :
N o res, he said bho
March year-end. ??ré a i formed as “There artg ::;%lgg-s '
An additional R273 as 7 in both businesses.” Every aspect was be-

4n extraordinary item for rationalisation . ing re-examin maximise
costs. The interim dividend was passed. ¥ improve servios and oemy Rales conta.
Serebro said the OK had not expected to °.,* Serebro said he was not Iooking at clo-
h?a o gge a profit this year. The company - sures, apart from stores whose leages were
own real sales growth (with food - coming up for renewal. Large-scale re-
inﬂati‘on at 24%), but operating margins . trenchments were not planned. :
were “under considerable pressure”, The OK would incur further losses ; t
Asked about the performance of OK and .  year-end, but at-“a slightly reduced ra >
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" ,' gompetxtlon' among
markets landed the r
o rant] with RG’? lmllhon- of
"lossés: *and }wnte-‘bffs\ in., the
£y SiX, months 08¢ ptember-*:-
W ed;to"slash prices -
.afd, prof:t margins- and in:
,creasex it g.rrowmgs by
R207 mllhon ‘10 R935 milliof:
Turnover rose R148 Thillion- to,
" R2.692 mxlhon bpt *froTmn: ev-
er'y ‘Rl7rung; up.at’ the- tills,
OK-fearned, less.‘than" one
thlrd of;a:cent, profit — corm-_
itha’*2,3¢c” profxt ar

J"

The company ‘enided the half-
" year Wwith-a R40 rmllmn 1655
compared ‘with.'a. R2 million, -
profit’a’ yea Yago.and’ wrote .
off ‘Janother‘ R27 million of
,losse caused: by, rationalisa-,]
cluding ‘store’ clo-
i ‘Sures and: refrenchiments, -
:Thesé’ 1ossés’piled; upion. a+
" H4B. mlllmn Toss' 1ncurred,1n
i the year éndmgr March 31
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9"percen£ of OKs:shar ;
ffermg to’ buyfout the’ other
I ‘sharcﬂ,hoflders,,danghng1 RI0A
|| :-Share dgainst the latest/mars,
i - ket"price:of R/ althdugh the .
i se: ‘R2; yesterdayx as
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contest
CAPE TOWN — Two Pick 'n Pay com-
panies yesterday lost their urgent court
application to have a ministerial ban on
their petrol discount 'scheme overturned.
The application, brought in' the Cape
Town  Supreme Court by Pick 'n Pay
Retajlers and Hypermarkets (Pty) Ltd
against Mineral and Energy Affairs Minis-
ter George Bartlett, was dismissed with

costs by Judge F D J Brand, with Judge
J H, Conradie concurring( =3 {@

I Yérms of the schemé, customers a
Plek *fi Pay’s Durban outlet received cou-
pons which entitled them to a 7¢ discount
on petrol bought there,

. The judge said the question was not whe-
ther, objectively speaking, the Minister's
dédision to prohibit the scheme was right
orrwrong, as the Petroleum Products Act
gave him wide discretion to decide, The
q't‘lgstion related instead to the exercise of
this, discretion.

*“Pick 'n Pay argued that Barlett had
"failed to apply his mind to the “manifestly
wrong” decision, took into account irrele-
vant considerations and had not made a
decision in accordance with the tenets of
naturai jugtice., .

ied that the scheme did not affect ' -

It argued

with

[ IRTSCI

sescmlrt
g 5

24 192
‘Bartlett
L =

the selling price of petrol at the outlet, as
claimed by Bartlett, as the outlet sold the
petrol at the prescribed price. Pick 'n Pay
argued that the law allowed for a scheme
which affected the Lurchase price but not
the seiling price. =~

However, the judge found the Selling
price referred to in legislation referred not
only to the price received by the outlet but
also to the price paid by the customer.

“It is therefore almost inconceivable
that the legislature intended to draw a
distinction between the ‘purchase price’
and the ‘selling price’ in terms of one sale,”
The judge said the scheme did affect the
selling price as it enabled the customer to
purchase petrol at a discount.

The judge found that Bartlett's viéw that
the scheme would affect not only the sell-

LINDA ENSOR

‘ing price at the particular outiet but also

the selling price of petrol at other: outlets
was correct, '

Pick' ’n‘Paytjbi‘rit—‘MD'Ga?‘eth‘*ﬁék’e_rman
said afterwards the judgment highlighted
the “all-encompassing and absplute nature
of the laws protecting the oil'inddstry”.
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'OK bein

# BY STEPHEN CRANSTON

The OK is to be delisted from
the JSE after 60 years on the
boards, making it one of the
longest-listed of industrial
shares,

Losses were expected for
the six months to September,
but the R30,9 million attribut-

able loss, equivalent to 821.4c .

a share, was worse than even
the most pessimistic forecasts.

OK has also been saddied
with a debtequity ratio of al-
most four to one.

To allow for a full-scele fi-
nancial restructuring, parent
company SAB hes decided to
buy out minorities.

The offer is described by OK
MD Mervyn Serebro as gener-

ous,

Shareholders will be offered
R10 a share. The share price
rose yesterday to R9 from R7

g delisted after 60 year

on disclosure of the offer, The
offer represents a discount of 2
third on net asset value of
R15,42.

Minorities can efther convert

into SAB shares priced at R68
or take the cash.
SAB group fina ctor

Selwyn MacFarlane says there
will be & serious and compre-
hensive effort to put the OK
back in profit, but that losses
will continue for the next few
years at least.

Heo says the OK and the SAB
head office will work more
closely together than before.

There was frequent criticism
that SAB took too much of 8
hands-off approach to the OK

" during Gordon Hood's ten-year
incumbeney at the chain.

Serebro says that despite
soclo-political instability, the
group still showed real sales
growth,

Turnover increased by 58

-percent to R2 692,38 billion,

while the weighted inflation
rate for the group’s basket of
goods was 4,4 percent.

Serebro says that the refo-
cusing of the OK as a mass
market discounter is undoubt-
edly correct.

The merchandise range is
being rationaliced. For exam-
ple, in one merchandise cate-
gory it is cutting the lines it
carries from 19 to four.

Serebro says every facet of
the business is belng re-exa-
mined with a view to maximis-
ing efficiency, improving cus-
tomer service and lowering
sales costs.

“Progress to date has been
slow as a result of the weak-
ness of the economy,” he says.

Operating margins remain
under pressure, and expenses
have not yet benefited from the

SRR iR

structural change. wg
Operating income plummet-:
ed from R58,6 million to,
R8,5 million, while interest
pald was virtually unchanged
at R67,1 million. o
There was a substantial 'in-'
crease in long-term debt from:
R42,5 million to R232,2 millfon.
Total debt increased from.
R743,8 million to R986,7 mil-|
Mon. Shareholders’ funds fell’
from R366,8 million 10,
R208,3 million. .
Total asgets rose by six per-
cent, with both stock and, g bt-
ors increasing. S Y
Serebro says stockéhas Been'
reduced sharply since ejnd'
of September and will¢he fur-
ther reduced a8 theiOIg{ ra-
tlonalises ranges, ';_‘f?;?; o
He says external fgctors are:
unlikely to show any|improye-,

ment over the next six months,
particularly as the election
date draws nearer. '

PREPSE




Staff Reporter

FALTERING husinesses at
the Victoria and Alfred Wa-
terfront, some of which are
trying to hold on till the life-
saving festive season, yester-
day accused the management
of failing in its duty.

Afro Dizzy owner Mr Peter
Hodgskin said “a lot of people are
in trouble”. He blamed manage-
ment for discarding the market-
ing of the original venues once
the Victoria Wharf opened.

Mr Don Titmus, owner of Peers
and Pier Edge, said the Water-
front was ‘“dead during the
week”. He believes its novelty
has worn off.

Several tenants saidithere was®
widespread unhappintess over
marketing, which Markhats area
manager Mr Chum Edwards de-
seribed as not being aimed at the

g iold” i) ol o g ow
; Wurnl 25 fiaflg? G
o 1 5 .
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average year-round shopper.

“There are thousands of people
walking around going to movies
and restaurants and giving the
impression that the Vietoria
Wharf is doing well, but many of
them are only window shopping,”
he said.

The popular venue is not per-
forming as well as its Durban and
Johannesburg counterparts,
councillor Mr Leon Markowitz,
who owns Sports Cafe, said.

However, Cape Union Mart and
the Pick'n Pay Pantry are both
overwhelmed by their Waterfront
sales, which are among their best
in the province.

Their spokesmen stress that
hey rely on their own promotions
10 attract business. cor .

74 8acks Butchery and the V&

Pharmacy are also satisfied with
their petformance, andpubs
Quay-Four and Mortons cohtinue

to pack in customers. T

part-owner Mr’' Hugh
von Zahn attributed failure-e]se-
where to catering for the wrong
market — a belief also held’ by
Victoria and Alfred Waterfront
Company managing director Mr
David Jaek. ) '
“The family restaurants are do-
ing very well, but fine restaurgnts
are suffering in the recession.
This is as true for Peers and
others in the Waterfront as it is
across the city,” he said.

Commenting on the complaints
from unhappy tenants, he said
the Waterfront had been market-
ed as a family destinationa~,not a
glitsy tourist venue. This yeak, he
said, management had managed
to attract “‘an average of a million
visitors a month”, ,

. He added that a recent-survey

“had shown that 80% of soutfiein
suburbs and Atlantic seabgard
residents visit the Waterfront
three times a month.
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Sales House
plans major
thrust into
W;*Capg.;

By MAGGIE RO
1 Mievamcr sl
SALES House, the 113-chairi star performer i
the Edgars group, 18 planning a major thrust,
into the Western Cape. , :
Three new stores are to be opened in Cape Town
next year including a 2 700m? outlet in the old
Carlicks building in "Adderley Street and other new
sites are being sought, says operations manager
Norman Franken. = . ° 3
The opening of the Adderley store in March forms
part of the chain’s programme to reposition its
stores in major CBDs and shopping centres nation-
wide — and away from its past locations near taxi
ranks and railway stations. :
A 20-year-lease has been signed with new owners
of the building, Norwich Life, .
Franken said R3,5m would be spent on shopfit-
tings and decor at the Adderley Street store.

ISR VTR i . y

1 SRS Closed - :

Within two years the chain intends being in alt
major CBD areas around the country, he said.

The other stores opening in Cape Town in 1994
include a 1000m® store in Main Road, Wynberg —
which opens in March — and a 1 500m? store in The
Link shopping centre, Claremont, which opens in
September next year. The existing Claremont store
near the railway station is to be closed. -

“We have been under-represented in the Cape for
many years and we now intend targeting the Cape
with an extensive marketing, merchandising and
advertising programme,” said Franken. 1

Two years ago Sales House opened a store in
Mitchells Plain which had performed way ahove
expectations and a new store had been opened in
Paarl last year. A -1 '

The chain also has a small outlet in Bellville.

-y A v
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ANC/busi

JOHANNESBURG. — South Africa's
black business groups have begun to
flex their collective muscle as the
country moves towards a new political
dispensation. )

The business groups, which held a
three-day indaba with the ANC at the
Kruger National Park’s Mopani Lodge
at the weekend, told a news confer-
ence here yesterday that they had felt
extremély concerned that the ANC
and other political players appeared
to have given them a cold shoulder in
favour of vqhite big business.

v,

lisiness, ing

Py .

s indaba

The: s and the ANC agreed a
new government would have fo intro-
duce affirmation action legislation
which would “setclear negotiable tar-
gets to be achieved in both manage-
ment and business equity, and in addi-
tion establish an effective monitoring
process”.

v

ANC economic planning départ-
ment deputy head Mr Tito Mboéweni
said the proposal would now be put
before his organisation’s National
Executive;.§~ ommittee. — Sapa‘f .

SN

+

p—— e [}




P Metro (}asgﬁgn‘c]l1 X6
ugh a diffic
ke :_g?(gctober .3!1 "

gl

suiner spendmg hitting the en-
tl;é wholessle ‘sector. A5
“Nevertheless, astute opﬁratf

ing

jenabled Metro to lift &

{iable earnings 30 perce q_ M

{f R31,4 million and:Saming %

! share by the saljlig

tol18,1e. :»_f’ )
“The divif engiﬁlas bée

Greater efficiency eng,ﬁferf

proﬁt 23 percent to R39 mil-
lion. '
.+ Metro's cash posltion im-
', proved, withrcash resourcés up
16 R292,5 million and the re-
‘maining ‘R20, 7m1]hon of bor-
rowingsehmmated. LI
This enabled.interest re-

g. BY, s'rmeu c¥usw"-‘ ~‘..= Ri07miltion. (S0 ) .

hs' from 1,69 pereent t0 1,91 per,k..
gy cent of sales, | but MD Ca.los’ ]

Tdrnover rose’ by just deven o

peroent to R2,8 billion, with the-”

recessjon and reduced cons-

raised 25 percent to 7,56, fese “:

Metro to increase operating .

ceived to Jum 56 pe cent fo‘l.-.

The pre-tax margln rose

dos Sautos says it is sti!l below:
the management target of 2, 5
percent, |

He says tradmg‘ eondmons’“
show no signs of iniprovings:
and.: With thef?elec mh«next L
April, it iSIf gult{to muke
¥ acoirateforcasil
In, ML Jecember Metro@,

Métro has made ‘A strong
turnarpuqd in. the two-and-a-
half yéars'it"hias been part of -

Premier. It is trading at a.ligh. .
of 7450, well up on the 450¢ of
8, year ago. .

Iis P/E of 194 a.nd dmdend
yield of 2,1 percent are not ex-
pensive for 2 retail share wﬂ:h
80 much potential. " 7
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- is examining several
. measures, including set-
. tipg up a trust fund to
back loeal businesses, to
try to put control of the
economy in the hands of
the majority blacks,

President ohert
Mugabe said. .
But he rej calls

that-more state funds be

channelled to the black-
dominated indigenous
business development
-céntre (IBDC), saying
this would entail highér
taxes for, Zimbabweans.

Mugabe told state tele-
vision on Wednesday
. night that proceeds from
' sales of shares of state-
. funded:companies could
be deposited in the fund.

Black industrialists
accuse the country's
foreign-owned banks of
refusing to give them
leans but the banks say
blacks lack collateral se-
curity and good mvest-
ment plans.

Mugabe said the World
Bank, main backer of
Zlmbabwe s five-year re-
forms 'ending in 1985,
had agreed to loan the
IBDC US $30m _to aug-
ment the government’
US $15m given to the
body* last’ year to pro-
mote black enterpnses




" Reta
‘great’

By ARI JACOBSON
CAPE TOWN retailers are
rubbing their hands after
what most traders described
as a “great” Christmas — with
sales exceeding expectations.

This was the opinion across the
business spectrum, from infor-
mal trading at Greenmarket
Square to “big ticket” items from
furniture stores and food pur-
chases from the large retail
chains.

“The recession is over,” one
trader said, “There is no other
explanation for the way people
came out shopping.”

Far better

Pick 'n Pay regional general
manager Mr John Barry said
sales had gone “very well” with
“toys excelling”.

Wooltru financial director Mr
John Lavies said Woolworths’
sales were up “a rough 5% in real
terms” and that this was far
better than expected. .

Clicks’ deputy managing direc-

Recession
IS over —

traders

tor Mr Raymond Godfrey said
trading had been “quite satisfac-
tory”, with a gain of just over 12%
in nominal terms.

The trend was the same at
shopping centres.

Cavendish Square’s general
manager Mr Harry Riddell said
sales had gone “extremely well”.

At the Victoria & Alfred com-
plex some traders reported sales
as much as 40% better than last
year, sald spokeswoman Ms Mau-
reen Thomson.

She said Sunday had been the
busiest day “ever”, with some
2000 cars entering the complex
every hour right through into the
night.

A manager at Greenmarket
Square, Mr Paul Davis, said trad-
ers at the market were “in
general very happy”, and this de-
spite the increased competition
from other informal markets.

At Tafelberg furniture store
“big ticket” items such as wash-
ing machines, hi-fi systems and
TV sets were all in demand.

“Everyone seemed to have
money,” said spokesman Mr Heil
Hartwig.

Leather wholesaler Wood-
heads’ sales director Mr Richard
Harris said trading had been
“very good” over the Christmas
period.

Exception

Exclusive Books reported a

“nice Christmas", especially over

the last week.

Mr Mike Lemkus of Lemkus
Sports was an exception, saying
that “last year was great and this
year was only good”.

He said that some business in
the city centre had been “lost” to
the V & A Waterfront,
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By Joshua Raboroko

ESIDENTS OF (GELUKSDAL AND
Tsakane townships have
launched a consumer boy-
cottof businesses in Brakpan
in protest against what they
say is the council’s “racist attitude”.

The protest action comes a week after
Local Government Minister Dr Tertius
Delport announced that he would take
tough action against racist town coun-
cils refusing to merge with their black
counterparts.

Introducing debate on the Local Gov-
ernment Transition Bill, the Minister
warned local authorities not to underes-
timate the powers given to provincial
administrators by the BilL

Residents say the Conservative Party-
controlled Brakpan Town Council had
failed to resolve their gricvances with
the Celuksdal Action Commitiee and

ZHiaz

B TOUGH ACTION Residents are

angry present over council’s attitude’:

o

the Tsakane Town Council. The resi-
dents are demanding that electricity be
switched on in Geluksdal, which has
had no lights for eight weeks.

Other demands include that:

@ The sheriff of the court be banned
for alleged harassment of Tsakane and

Geluksdal residents failing to pay their
G gl P2

®More police be deployed ioTight the
high crime-rate;

@ Recognition of the South African
Municipal Workers Union be recog-
nised by the municipality; and

© Municipal bus fares be reduced and
services be improved.

Geluksdal Action Commiittee general

secretary Mr Mike Moses said they de-
cided to boycott Brakpan’s central busi-
ness disirict because business was con-
tributing hundreds of thousands of rands
to the town council in the form of tax,
rates and other tariffs.

“We want them to feel the pinch and
to put pressure on the councii to negoti-
ate with other structures,” he said, add-
ing, “time is running out for people to be
still having such attitudes.”.

He contended that Brakpan Council
wasone of the many council that histori-
cally benefited or favoured white com-
munities. This imbalance had to be ad-
dressed urgently if peace, stability and
progress were to be achieved.
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CASH-fegisters are ringing in tune with
carols at most Johannesburg shopping
malls this Christmas as centre managers
report large increases over last year's
sales figures.

Overall, shopping centres and inner city
department stores reported a significant
increase in sales, although centre manag-
ers said there had been a noticeable shop-
ping trend away from luxury goods to
carefully considered basic purchases,

Pedestrian traffic In most centres had
increased by about 10% this month com-
pared with last year.

A Céiitral Statistical Service report re-
leaséd-" yesterday showed that rising
Christinas sales mirrored increases in re-
tail trade since July, with inflation adjust-
ed sales for October being 1,6% higher than
In September. The report sald real sales
for October had increased 2,3% compared
with October 1992, particularly in the food
and clothing sectors.

Sandton City manager Roger Corlett
said the last-minute shopping rush began
yesterday. “There was pandemonium. It
was a fantastic day, We are ecstatic.”

The number of shoppers entering the
centre, based on parking figures, had in-

Cash ‘reglgs!;[griylay
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creased 12% over last year. Corlett said
pedestrian traffic might have been lower
last year because of the centre's refurbish-
ment last Christmas,
Most Sandton traders experienced a
‘ .~ OTo Pags 2!

. l CB
Cash/registers &b 2H02AH, o s

ak in Christmas trade in November, as
% shoppers went away over December.
Corlett said there had been an increase in
real term gales over this period of 5%-10%.

marketing manager Monica
F | said there had been “record
sales” this month. About a million shop-
pers «- Almost 45% more than last year —

had visited the centre over the past threc
weeks, She belleved December sales would
-increase by about 25% over last year.
Some of the major stores re]
sales increases of up to 80%
Cresta Centre manager Savvas Kontou-
fides sald: “We've seen & major increase in

foot traffic compared with last year. Ten-
ants are doing a lot better,”

Eastgate manager Mike Rodel sald: “No
one expected fireworks but business has
definitely picked up on last year. It is about
what we expected.” There had been an 11%
increase in pedestrian traffic compared
with last Christmas and the centre expect.
ed 1,75-million visitors this Christmas,

He expected the centre to record overall
growth of 8%-16% on last December.

Westgate marketing manager Denise
Niemack said spending per head this
Christmas was down on last year although
pedestrian traffic had increased
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By Mzimkulu Malunga

AvING MADE & LoT of head-

way in 1993, black business

should not pin toe much

hope on the new govern-

ment after the April 27
election

Many black business people seem to
think that the hostile environment un-
der which thty operate will suddenly
disappear after the elections.

Apart from the danger of expecting
too much from a government that is
going to rule by conseasus, the people
from whom black business expects as-
sistance pay ounly lip-service to Back
economic empowerment

Black peliticians are always willing
to shout black advancement from pub-
lic platforms for the cbvious reason of
winning more votes in the elections,
butthe very same politicians give busi-
ness to white companies rather than
black ones.

Eveninsituations where black serv-
Ice has proved itself, black organisa-
tions still doubt blackcompunies abil-
ity to deliver,

Black companies appeat to be only
favoured when black organisations dre
cash strapped. Black business is asked
todo things in the interest of the strug-
gle, butonce funding has been sourced,
off poes the money into the bank ac-
counts of white business.

Once money flows into black or-
ganisations questions like “Are you
going to be around next year?”
and“What is your track record?” are
thrown at black companies some of
whom have eamed Iigh respect even
among their white competitors.

There is still no clear rele for black
business in the post-April 37 era.

However, despite operating in this
hostile environment black business
made & number of advances this year

In organised black business circles,
1993 will perhaps be remembered as
the year in which the artifictal divisions
of the past were overcome, not through
mergers, but with closer working rel-
tionship.

Closed ranks

Asopposedtothe previous years, black
business as a whole closed ranks to
protect that sector's interests more of-
ten this year,

For the first lime since the Founda-
tion for African Business and Con-
sumer Services was formed over five
years apo, it had an official representa-
tive to the annual conference of the
National African Federated Chamber
of Commerce and industry.

Though this development went
mostly unnoticed, 1t marked a mile.
stone in the relationship of the two
organisations who have been bitter ri-
vals

Nafcoc president Mr Archie
Nkonyeni'seall for the restructunng of
organsations like the Small Business
Drevelopment Corporation received
widespread applause from all sectors
ot organised black business,

More buslnesstike

This year's Nafcoc conference was
unlike of the previous ones. Inaddition
1o being more businesslike, it will go
down in the crgamsation’s hisiory
books a3 an occasion during which
business wonen refused to be relegated
to the back seat.

For 28 years they have been poing to
such gatherings cnly accompanying
their husbands, but this year they or-
ganised themselves under the banner
of the Women's Forum to cater for
their inderests within Nafcoc’s ranks.

Many Fabcos and Nafcoc affiliates,
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CWhlle it is time to
build black business
monuments, it is also

time not to rely on
blackness alone)

particularly in the taxi and liguor sec-
tors, foined forces in numercus battles
they fought this year.

Unfortunately, the taxi industry —
once hailed as the living testimony of
black achicvement — continued to
plange further into crisis with blood
gtill staining the taxi ranks.  -*

Even attempls to resolve the con-
flict were clouded by controversy
when the National Transpori Policy
Forum’s three-day conference was
shunned by one of the biggest taxi
asseciations in the country,

The establishment of the Black
Business Caucus (BBC) which was
born out of what has become to be
known as the "Mopane Understand-
ing", foltowing a bush conference be-
tween black business and the ANC,
was another encouraging develop-
ment

More encouraging

What is even more encoutaging is o
resulution which the BBC ook later
inthe year not te limit its consultation
with political organisations to the
ANC alone As for the black corpo-
rate woerld, there were also a number
of encouraging factors.

Though many still remain small
and informal, black companies are
growing at an amazing pace. They
range from bottle and can collection,
distribution and warehousing to the
manufacturing of household and hair
care products,

The yearalsosaw the emergence of
big black business with the cstablish-
ment of Metlife Investment Holdings
(Methold) in which black business
bought a significant stake in insur-
ance giant Metropolitan Life

On the other hand, Thebe Invest-
ment appears to have successfully
shrugged off accusations thae it was

the restructuring of the SBDC.

the ANC’s business wing and join
ranks with other black companies to
fight for the common goal.

The company continued to flex its
muscles throughout the year with the
outstanding ventures being Thebe's
wnvolvement in the formation of
Bhekisizwe Computer Systems and
Naolwazi Educational Publishers,
through teaming up with other black
businesses.

Black hair care producls manufac-
tarers Black Like Me reached the
peak of uls involvement in boxing
sponsorship by financially backing a
major world title bout in which
Dingaan Thobela won the World
Boxing Association’s hgh1we1ght ti-
tle.

Mosos Mgclna, the first black tn wln the Sanlam/snnc Entrepnaneur ol the
Year award, with his son Sfiso {left).

History was made when & black
distributor, Moses Mgcina, became
the first black person to win the
Sanlom sponsored SBRC Entrepre-
neur of the Year,

Black galns

Perhaps the gains which black com-
panics are making could strengthen
even further if they get rid of the false
idea that because they are black and
hold the moral high ground, black
enterprises cannot be subjected to
criticism, constructive or otherwise.

The sapa which followed the alle-
gations of corruption within the ranks
of National Sorghum Breweries must
have taught many Mack people ales-
son.

Reacting angprily to allegations of
corruption withoutcoming out clearly
does not push the issue 1o oblivion;
itmerely buries a seed into the ground
and there is no guarantee that when
the rain comes the issue will not raise
its head again.

The argument that is being ad-
vanced by many black people follow-
ing the NSB story is that most of the
things mentioned are no different
from what happens in white compa-
nies, could be very destructive in the
long run,

While it is ume to build black busi-
ness monuments, as the Methold ad-
vert says, it is also ime not to pin
bopes on blackness alone

Instead we must work even harder
and not copy the wrong things done
by white business.
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Bekkersdal
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Own Correspondent

JOHANNESBURG. — Bekkers-
dal residents launched a consum-
er boycott yesterday to protfest
the presence of the SAP’s inter-
nal stability division and SADF
troops in the township.

Before calling for the boycott of
businesses in neighbouring Wes-
tonaria, residents marched
through the township streets to
the police station to demand the
-

division and confinement of the
soldiers to barracks.

Sapa reports that West Rand
police liaison officer Major Hen-
riette Bester, who was in the
township, said the march had
proceeded peacefully and no in-
cidents were reported.

In a written reply to the pro-
testers, the SAP said the division
would not be withdrawn from

U

TR was “the duty of
pohce to protect the lives and
properties of all residents”.

Five people have been k111ed
since the outbreak of violence in
Bekkersdal at the weekend.

o Three deaths were reported
on the East Rand yesterday.
Police said the bodies of two men
who had been shot were found in
Tsakane, and a man was hacked
to death in Thokoza.

Y
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@ BY HAPPY KKHOMA

A consumer boycott by East
Rand township residents to sup-
port the call for the withdrawal
of the Internal Stability Unit
(ISU) from Tokoza and Kaile-
hong has been called off because
it was condemmned by residents
and marred by intimidation.
Residents said yesterday that

222193
they had not been informed on
time about the boycott and
would ignore it because the
youths who supported t boy-
cott were harassing the: ?

The hoycott was called by the
ANC-SACP-Cosatu alliance at
the beginning of this month.

It was aimed af forcing busi-
nessmen in Germiston and Al-
berton to exert pressure on the

RS

Boycott over SAP unit called off

Government to withdraw the ISU
from the townships.

Residents said the alliance
had ended the boycott when

thugs harassed them on the pre-

text of finding defaulters.
“Thank God it is over. We
were afraid of even carrying
bags because the youths labelled
any parcel as a purchase from
town,” a Tokoza housewife said.

——
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MAJOR retailers expect a very merry

T L L g B E o
=1 U CRLCES
T

. RE

Christmas with 5% real growth in sl adustelss B

sales over the season — the first real onah 2 ;us e aq

growth in three years. , R
In the past few years retailers exper- iberats (rviaass ]

{enced nail-biting finishes as they waited
anxiously for the Christmas rush, which
| failed to imaterialise until a day or two
before Christmas. But this year they re-
' ceived early indications that sales pros-
pects were good, ‘
Central Statistical Service figures re-
leased yesterday showed that major retail-
ers expected retail trade sales over No-
vember and December to increase 14% to
R21,2bn, compared with R18,6bn last year.
The 5% real increase — based on esti-
maies from 100 major retail trade firms —
-corhpared with a real decline of 2,8% in
1692 from the previous year. The last time
there was a real increase in Christmas
sales was in 1990, when sales rose 2,1% in
real: terms to R15,5bn, .
This month retailers said they were con-
fident of good sales over Christmas after
.2 redtively buoyant-Noyember shieS.and a .
goodifirst week in Deceinber. In contrast
to Sacob’s November estimhate of a 22%
real ‘decline in Christmas sales, many re-
tailers forecast real sales growth of about
2%, Recently they said sales were living ip
to expectations, - - ‘
Analysts’ said a 5% real growth was

would bring retailers’ sales figures ahead
of budgets. But some said there had been
significant pre-Christmas 'sales+ which
could indicate that stock would not move
as fast as expected in the critical last few
shopping days. It would also mean that
goods would be sold at lower margins,
Market sources said the glowing: sales
forecasts were surprising, as there: was
little reason why-consumers shouldghave
more ‘disposable income. Although there
were sighs of an improvement in the.eco-
nomy, this had not yet filtered through to
Jindividuals’ pockets, .. & -
“The higher sales could be partly attribu-
ted to a noticeable rise in sales in agricul-
iural areas after the end of the drought.

[0 To Page 2

significantly better than expectations and

o 2h2192
Retailers Bibo. 2 . .. DFromPage ]
There hatl ulso beeh a thiFd-quarter ac- The trend of iore busyti salesactivity
celeration in the extension of credit. Instal- - was expected to coptinue 4nto 1084, Al-
| ment sales were significantly higher than '~ thongh the first few monthi%ere tradition-
| in the first-and second quarters. These - ally sluggish, there was a generally better
trends would show in higher sales of cloth-  outlook for the full year.

, furniture and appliances. An analyst
g‘iﬂ furniture sales ?&e ahont 12% in No-
vember and looked set to rise further.
.~ Although there was little evidence that
ble income had Mc:;e;sed. thex;
were signs of an improvement in consum
confidence following a recent cut in inter-
est rates, the lifting of sanctio

dence of a political tzettl;ementl(1 '2{35

With the prospects of a new government
and international funding, housing was ex-
pected to be a priority. This would lead to
demand for furniture and household goods.
Therewaslikelytobeanincreaseinem-
ployment if overseas investment material-
ised, and this would result in more dispos-
able income. .
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WITH only five shop-
ping. days to Christ-
mas, a late wave of
festive spending has
clocked up millions
on store tills in the
Western Cape — in
spite of one of the
worst recessions
South Africa has
known.

The sudden surge in
retajil sales flies in
the face of doom-and-

retailers — many -of
whom will be pulled
back from the brink of
f1nanc1a1 disaster as

confidence 'that ‘the're-
sx'over, “boom-’
ing’ stock markets ‘and;
hlgh optmusm “for - po+

; 11t1cal stablhty aﬂ;er

the' ’Aprll 27, general

: ‘ti;l,'radlng down
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By JEREMY WOODS

busy now. All the retail* *
ers we have been talking
to are meeting and beat-
ing budgets. There is
definitely a lot more
confidence.”

Keith Green, of the
V & A Hotel, said:"“We
don’t have a spare room
in the hotel. It looks like
bemg a bumper Christ-
mas.

Vaughan Johnson’s
Wine Shop, which has a
“Vaalies we love you”
sign outside, has done
better this year than
last, but he says clients

are “tradmg down”.
“House wines and
good-value estate wines
are flowing out of here,
but the demand for
French champagne and
upmarket expenswe
wines has fallen off’

A good bottle of
French champagne costs
about R130,

At Cavendish Square
business has been busy
for the past two weeks. It
moved into top gear in
the second half of this
week.

“We are open every

\f-’{het

taile

night until 9pm and the
store has been full from
opening to closing time,”
said Stuttaford’s general
Cees van

manager,
Velze. é%@_)
«All e stores in Cav-

endish Square have
been doing well. Qur
only problem is parkmg
— the car parks are jam-
packed.”

At the Tyger Valley
Centre a slow start to the
Chrlstmas spending,
sprée had accelerated’
dramatically by the end
of the week.

“It's picked up fast in

v roughest yearmln
14 ry !

. The key‘i"actors'?be-
, hmd‘l‘,t'he spendlng

the: Western Cap Mto,b}k":
|

e

|.the
; ’Conipauy*“‘but it
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the past couple of days,

R o

said the cenire’s manag-
ing agent, Trevor Blow.
“Now all our major re-
tailers are doing excel-
lent business.

“The malls are full,
the car parks are oOver-
ftowing — all the rlght
things are happening.”

Woolworths outlets,
boosted by the recent
launch of a credit card,
are also doing well.

“We are ahead of ex-
pectations and there is
good consumer use of
our card,” a Woolworths
spokesman said. “It's
been a late rush — but at
least it has happened "




CHRISTMAS sales are show-
ing real growth for the first
time in three years.

A last-minute spree by consum-
ers should push up retail sales for
the full season by 10% to 13% in
rand terms over the previous year
— a real growth of up to 3,5%.

At the beginning of this year
retail sales were at their the lowest
level since 1987,

Pick ' Pay marketing director
Martin Rosen says spending started
on November 23 when many
bonuses were paid. He says rev-
enues are 13% up on last year's flat
sales.

“The buoyaney calmed down in
the second week of December to
only 5% growth.”

However, the real hoom in sales
is expected to happen in the pre-
Christmas week. “Shopping will
bepin in earnest now as builders’
holidays have started and factories
are closing,” says Mr Rosen.

Checkers marketing director
Brian Weyers says affluent credit-
card shoppers bought presents and
Christmas goodies at the end of
November, whereas the cash buy-
ers start after December 15,

And as Christmas is preceded by
& full week this year, many people
are leaving the shopping to the last
minute.

Econometrix economist Azar
Jammine says the rise in retail
sales is in line with Central Statisti-
cal Service forecasts, but contra-
dicts those of Sacob which predict-
ed a 2,2% fall in real retail sales.

“1990 was the last time a real
growth in retail sales was seen —
since then sales have fallen, apart
from in March this year when peo-
ple shopped to beat the VAT in-
crease,

By TERRY BETTY

“Since August 1993 a gradual
pick-up in sales has been evident.
tI-lI:Jwever, ;o:f' the precedingd I{:uar

e rate o e_ gra y
slowed.” \Qf?ﬂqg

Dr Jammine says the hoost has
partly come from falling interest
rates. "People who bought their
komes in the late 803 at a 21%
interest rate and are now paying
about 15% have more cagh in their
pockets,

“This, combined with rising
share prices may make some pec-
ple feel wealthier, although this is
partly neutralised by rising taxes.”

Dr Jammine says increased
spending could also be attributed to
improved optimism because the
economy is showing signs of a turn-
around, the gold price is high and
the stock exchange in a bull run.

However, he is quick to point out
this is not a boom in retail sales, but
i:se.@r an improvement off a low

“We are refracing the decline in
sales that has been seen since 1992
— while the trend is positive, the
absolute level of business is poor
compared to the last decade.

“While a slow upswing is expect-

ed to continue into 1894, it is unlike- -
ly to continue at such a high rate as.

it could face a few hiccoughs — for
example, after Christmas, people
may get cold feet and slow down
their spending in the run-up to elec-
tions.”

Several retailers say that while
growth has been across the board,
food lines have been the most ac-
tive.

Mr Rosen says: “Because of re-
stricted income people buy impor-

tant items first. While they may buy
one instead of two CDs, or a
cheaper toy, they will always make
sure they have the traditional
Christmas goodies, such as a Christ-
mas cake and turkey on the table.”

However, food is not a homo-
geneous product, and it is suggested
some people are upgrading to more
Iuxury food items as well as giving
gifts of food.

Mr Weyers says shoppers are
cherry picking and being far more
selective this year than before.

Mr Rosen says Pick 'n Pay's
growth in turnover is not because of
discounts, as its mark-down policy
is in line with previous years.

Massmart chief executive Mark
Lamberti says that while his group
is showing some real growth on last
year, some are faring better than
others.

“Even the festive season is insuf-
ficient to lift the depressed liquor
industry, as people just do not have
enough money to spend on alcho-

hol.”
The toy industry, whose survival

depends on the Christmas season,
has not done that well this year, and
Mr Lamberti says many retailers
are marking down toys.

“This indicates the state of mind
of the consumer in that they only
want to purchase goods with an
inherent utility value. ;

“Qf all the companies in the
group, Makro is faring the best. It
appeals to customers' sense of val-
ues and as it has been going for a
long time, it has a feel for its mar-
k »

Recent acquisition Dion had a lot
of stock cleared out, and Mr Lam-
berti says it never managed to get
in as much as it would have liked
for Christmas.
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THE humble beginnings
of Nafcoe can be traced
way back to the early
1940s when informal
black traders in and
around Johannesburg be-
gan to organise.

Among these was the
pioneering Orlando
Traders’ Association. In
1935 it spearheaded the
formation of the Johan-
nesburg Chamber of
Commerce which consoli-
dated various existing as-
sotiations,

During the next 10
years black trader
arganisations began to
spring up around the
country. This movement
led to the formation of
the National African
Chamber of Commerce
{called Nacoc then) in
1964 at a conference held
in Orlando.

Five years later, Nacoc
was reorganised into re-
gions under the umbrella
of a National Federated
Chamber of Commerce -
and Nafcoc was borm.

[n 1969, Nafcoc was
established despite a gov-
ernment injunction not to
form one united, multi-
cthnic chamber of com-
merce in South Africa. At
that time, the apartheid
state was at the height of
its drive to segment the
African population and to
isolate each ethnic group
in their own so-called
“homeland™,

Nafcoc emerging
10 take position in
the market place .

At the same time, the
government had passed
innumerable laws and
regulations aimed at con-
stricting if not stifling
black enterprise,

The government began
to say who could operate
a business, what form it
could take, where it could
be located, what it could
be engaged in, and with
whom the entrepreneur.
could associate.

In those early vears
Nafcoc was formed with
three objectives:

B To negotiate with the
government for the re-
moval of discriminatory
laws and policies;

B To ensure the estab-
lishment of independent
companies and institu-
tions for the purpose of
fostering black economic
advancement; and

@ To create general pub-
lic awareness for the need
to extend the free enter-
prise system to the black
community.

During the 1970s
Nafcoc continued its
strong advocacy for in-
creased economic space

for BHaT es. In
1977 regulations regard-
ing trade, business and
professions managed by
blacks were amended
twice.

The first amendment
extended the list of
trades, businesses or pro-
fessions which could be
managed by blacks. The
second amendment with-
drew all limitations on
the type of business, trade
or profession blacks could
engage in.

On February 8§ 1979,
the government approved
the development of Cen-
tral Business Districts in
black residential areas.

The 1980s saw Nafcoc
continuing to struggle for
economic space and op-
portunities for black
entrepreneurs - in the
face of persistent govern-
ment opposition and pro-
hibitions.

But Nafcoc persevered,
built up its membership
and organisation and in-
itiated several business
enterprises and projects -
including the construction
of the Nafcoc centre in
Soshanguve, outside Pre-

O more Mr

" Nice §myy'

toria.

Since February 2 1990,
the political scenario has
changed drastically.
Nafcoc's focus is now no
longer directed at remov-
ing lepal restrictions and
political constraints. It is
now focused on seizing
the opportunities and
challenges of a new era.

Nafcoc's members are
concentrating on the mer-
chandising, building,
transport, agriculture,
service and informal sec-
tors of the economy.

However, its profes-
sional, manufacturing
and industrial sectors
have been expanding
steadily. Today, Nafcoc’s
membership stands at
about 152 080 business
peopie throughout SA.

The chamber is affili-
ated to the International
Chamber of Commerce
and a member of Nafcoc
serves on its council.
Nafcoc has observer
status in meetings of the
Business Council of
Southern African Devel-
opment and Community
(SADC) and Federation
of Chambers of Com-
merce and Industry of the
Preferential Trade Area
{PTA) which covers east-
ern and southern African
states. Nafcoc has also
cstablished working rela-
tions with black business
support organisations in
neighbouring countries.




funds

A CHAMBER of commerce usu-
ally designs a programme of action
based on the needs of its members,

As black business is still “emerg-
ing” in South Africa the needs of
black enterprises exceeds their
means at this stage. For this rea-
son, Nafcoc will require substan-
tial support from both local and in-
ternational funders to sustain a
proper get-ahead programme,

Current budget needs present
Nafcoc with a unique challenge. It
will continue to levy annual sub-
scriptions from regular and corpor-
ate members, as well as the contri-
butions of new members, but these
will not cover expenses.

Nafcoc's annual budget of R1,5-
million will be hard pressed to fund
a number of projects. These in-
clude:

B The administration of the sec-
retariat;
M The dissemination of business
information;
M Lobbying of government;
M Travel within South Africa and
abroad to represent the interests of
the organisation;

Consultancy fees for legal and
other services;
B Public relations; and
W Institutional and human re-

source development within Nafcoc
and its affiliates.

Given the rapid changes facing
SA and especially the black busi-
ness community, Nafcoc has
launched a vigorous income-gener-
ating programme and fund-raising
effort. This is one of the departure
points of its ambitious programme
to promote black economic
empowerment.

In addition, Nafcoc must raise
funds for its units and special pro-

rammes. They include:

A development fund for the
Management and Leadership De-
velopment Centre in Soshanguve;
M Business research and informa-
tion;

I Business counselling and exten-
sion service;

M Business linkages programme;
B Specialised seminars and train-
ing; and

W Annual national conference.

In the past, Nafcoc has funded
its operations and projects by:

M Levying membership fees and
annual subscriptions from regular
members;

B Fund raising within the black
business community;

W Contributions from Nafcoc
members;

ore tasks than
e 11279 o
ei."-‘ﬁn &

o
B The annual subscriptions paid

bi’ members;

Contributions anH subsidied’

given by corporate members and
by other large South African com-
anies; and
Assistance from international
donors for specific projects.

The importance of developing a'

sustainable source of income for'
the organisation outside of mem-
bership fees, subscriptions and con-
tributions, cannot be over-
emphasised.

Nafcoc must begin to operate
economically not only in the sense
of saving on expenditure, but also
in terms of charging appropriate
and justifiable fees for services ren-
dered to its members and to other
entrepreneurs seeking assistance,
training and information.

Existing services and functions
such as the annual conference and
the sale of various goods with the
Nafcoc logo have been a moderate
source of income for the chamber.

Eventually, other more substan-
tial income needs to be derived
from services and materials from
the business counselling extension
service, the Management and
Leadership Development Centre
and the Economic Research Unit,

]

H

LAMBASTED ... SBDC chief Ben Voslovo.

omy; and

Task group to
look at needs
of small traders

NAFCOC and the SBDC have jointly established a
task group to address several problems.

This comes after a Nafcoc resolution to break from
the apartheid culture was taken during the organis-
ation’s 29th annual conference at Sun City.

Nafeoc president Archie Nkonyeni had then lam-
basted the SBDC for its “ineffectiveness".

Several subsequent meetings between Nafcoc and
the SBDC, headed by Ben Vosloo, resulted in the for-
mulation of the task group which aims to:

M Consult with all interested parties and if necessary
hold conferences, workshops and /or seminars to ident-
ify the needs of small to medium enterprises (SMEs)
which must be met in order to increase the job and
wealth creation capacity of that sector;

B Enhance the empowerment of black business to
bring about equitable control in the countr

B Recommend an appropriate strategy for the re-
structuring and funding of all key players in the de-
velepment of the SME sector.

The task group, expected to file an interim report
by June 30, will comprise
Nafcoc and the SBDC and one each from Fabcos
Sacob and the AHI. The five others will represent
organised business interests in SMEs,

y's econ-

12 members, two from

y



“| House brand |

(&R Morkels.

| FURNITURE group Mor- [

Kels has produced its own
house ‘brand of consumer
-electrical, merchandise o
‘help prevent recession-
.related stock: shortages,

~“The MCE (Morkels Con-
sumer Electric} range in-
cludes washing machines,
fridges, deep freezers, floor
care equipment, video and
. auidio equipment, and small
appliances such as:irons,

. keitlés, hot plates and fans,

. " Morkels is‘sourcing sup-
plies from Sa, Swaziland,
Russia, Hong Kong,
Taiwan, China and Korea,

Morkels chain MD Dods

| Brand said the house

brands were launched “to
ensure continuity of supply
that could not always be
, guaranteed by a shrinking

SA manufacturing base.
-1.bard hit: by recessionf;
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comniittee, investigating corporate gover-
nance’in SA, will submit summaries of
thieir“réports and’ recommendations to
committeé chaiiman Mervyn King at the
ed of January. - -
King said yesterday the committee in-
' tended to have its, preliminary report,
based on those'outlings, ready for com-
ment and'consultation by.the end of March.
The committee was setf up in June under

and is largely modelled on the Cadbury
commitiee which undertook an appraisal
of corporate governance in the UK in 1962,

King reiterated that his committee’s

brief was wider than Cadbury’s with input
from trade unions and the informal seetor.

B R R A
‘King'task groups

FIVE task groups constituted by the King-:

 the aegis of the Institute of Directors to -
', prepare ‘a codé of best praétice for cors’ .
" porate governance ahd Husiness ethies”

R

RRITS dhg so0n

" vt MATTHEW CURTIN |

“Our focus is the special circumstances
which exist in the SA business sector.”
The 15-member committee includes
Davis ‘Borkum Hare seniof partner Max
Borkum, Judge Cecil Margo, former Naf-
coc president Sam Motsuenyane, Methold
chairman Nthato Motlana and National
Housing Forum chairman Eric Molobi,
Premier Group CE Peter Wrighton is
heading the working grou  investigatirig a

code of-conduct setting oh usiness.gthieg © ¢

guidelines, while Edward Nathan senior
partner Michael Katz is chairman-of the
group looking at the responsibilities of
execiniive and non-executive directors.
KPMG Aiken & Peat senior partner Guy
Smith’s working group is investigatingthe

King

INeY

"role of audit, remuneration and nomina-

tion committees, and the role. ¢f internal
and external auditors. ‘The group, under
Afrox chairman Peter Joubert, is examin-
ing links between charetiolders, directors,
auditors, unions and other stakeholders,
with JSE president Roy Andersen investi-
gating how the committee's recommenda-
tions can be enforced.

King satd the aim was not to have the

" recommendations enshrined in law but to

use “private sector means” to see them

‘mplemented. He expected the Life Of-

O.To Page 2
4r

\6“?‘“‘% From Page 1

es’ Association to ensure that its mem-
{::rs complied with committee recomntae::-'
dations and the Public Entities Ach3
insist on the compliance arnﬁata .

A committee spokesman d:King-was
“confident that tp;e committee’s recor-
mendations will not be brushed aside”.
There has been scepticism among some
businessmen that the committee was plac-
ing too much emphasis on such pressure ttg
ensure companies observed new corpora
governance guidelines.
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RETAILERS ‘aré looking ‘forward -t a

good Christmas perlod, with sales figures
for ‘the first ‘10 ‘days -ahead of budgets
major storeg sald-yesterday, .-

Most retallers sald they were now ex-
pecting real growth in' sales after Sacob
last month reported retailers to be expect-
ing renl sales to fall 2,2% over Christmas
compared ‘with the previous year.

It appeart relatively buoyant sales in

November, and a good first week of trade
in December have changed this forecast.

Some lndustry analysts were not as opti-
mistic. One sald a host of price promotions
indicated stock was ot moving as fast as
retailers had. hoped Sales could be picklng

Wt

Good sales banishi fé’léi‘“éf
3 "Bk
Shristmas retaﬂ hne

| MARCIA KLEIN . ]

up as a result, but this could be at the
expense of profit margins,

CNA MD Ian Outram said the first six
days of December had been promising,
Trading since then had been good and
some adverts had been withdrawn as stock

" had been sold out. s

CNA had aimed at customers looking for
bargains with its Santa Savers.

Commenting on 1984, Qutram said re-
tailing would be tough until the elections,
and CNA was “bullish thereafter”.

Prefcor CE Hymie Sibul said he was
pleased with sales in December. Clothing,
through the Bee Gee chain, had been par-
ticularly buoyant, and furniture sales had
also been good. Game, which came outof a
strike in mid-November, had fared better
than expected.

A few months ago, Prefcor had not ex-
pected much from sales next year but was
now fairly confident.

Edgars CE and MD George Beeton sald
sales had been a little ahead of budget, but
there were still another two weeks before
Christmas, and one after.

Analysts said all the signs of a good 1994

" for retailers existed. There could be an

other bond rate cut, with money spent on
infrastructure and housing. Overseas in-

1l . vestment could lead to more employment,

and an increase in disposable income.
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CIBUSINE

Alex Ferns act out the basic principles of- takin
Vanyaza, bottom, takes advantage of the situatio
distribution of wealth. The actors have been engage

Corporation to stage educational productions.

“*i?" L

atre, whicliZis ‘atood migdinm, -
. candelons doestys noescieh 1%*1!?3%" ‘
eopleti |

3

No équipmeht is needed an
.can ask questions. during OF .after
ithe piece, which also can be adapt-

‘ed’to different audiences.  .1{ .
5*The language medium will be

 mgstly Xhosa, "

““The target audience is township
people who want to start small
buginesses, but the programme can
be ‘extended to business in general.

“We approached the Kasteel
Players (a non-profit theatre com-
pany). Their first performance to
supplement our training pro-
gramme will be in January.”

Mr Espost said the first perfor-
mance would deal with the mechan-
icsjof applying for loans. The con-
cept will be expanded later to
include dealings with clients, cost-
ing, how to negotiate, the concept of
interest, how to open bank accounts
and other business principles. ,

{Our aim is to use theatre with
every training topic that is adapt-
able. An SBDC trainer will always
‘be present to answer questions.”

" -Kasteel Players director Robert
MecCarthy said: “This is the first
industrial programme Kasteel will
be doing. We were .approached by
the SBDC and will do productions
to supplement their programmes.

% “We «feel industrial and educa-

tional theatre is goihg to get very

ﬁlgg"ﬁ“é{qg_ss theatreijsa new thing,

As'taking off jn’"a’
ama, can educate;— students
» b d Bl

" “The ther option Was to use'tie”

THEATRE: Kasteel Players, from left, Vicky Kente, M
g out small-business loans, while-Zuko
n by engaging in some “alternativel’ re-
d by the Smali Business Development

Picture: ANDREW INGRAM, Weekend Argus,

ohwabisi Matshaba and

Acting out
business f{fi "
principles’

for township
entrepreneurs
LIBBY PEACOCK ‘ '
Weekend Argus Reporter

A-COMEDY of errors it 'i'\[!i I not be,
and certainly it won’t be {tragedy,
byt Shakespeare may still have ap-
proved of using theatre to teach
people skills that would make them
the heroes of their own life ;;cripts.

# The Small Business Develppment

Corporation has approached profes-
sional actors to illustrate business
principles in their training pro-
grammes for budding township en-
trepreneurs. ;

t
! Anton Espost, SBDC busineéss ad-
viser, told Weekend Argus this
week the corporation often experi-
enced difficulties in its training
groups where people had difficul-
ties with langnage and the’class-
room set-up. :

. Trying to find a creative solution
for the problem, there; were ¥arious
options, inciuding the:making of a
videg: © 1 0 AT

“But, a video ¢an he'éne-sided, as

! people cannot ask questions. It 'is

also very expensive. o
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By Mznmkulu M’é’ﬁnga

§ THEfirst phase 1o restructute the Small
] Business Deve]opmentCorporationand
. organisations with similar functiops was
“$et in motion this week. j
... Ataskforce Qomprlsmg -members "7
1 from the country’s four major chambers -
“of .commerce; the National Economic
- ' Forum, the small to medium-sized en-
terprises and the SBDC’s board of di-
. rectors was formed to conduct tesearch
into the matter. - -
. National Federited Chamber Rl
:].-Commerce ‘president Mr Archie --
¢l Nkonyeni said the restructuring. was
? _agrecdupon attheorganisation’sannual 7
] -meeting in July. -
f - Critics of the SBDC said it gave huge
loans to white small business while*
' processmg fewer loan apphcauons b‘y
{  emerging black entrepreneurs requiring g
W bigger loans. e
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N ANC govern-

ment may set aside

a percentage of

state contracts for

disadvantaged busi-

nesspecople, says
the organisation’s economics chief,
Mr Trevor Manuel,

Making it clear that he was not
talking only of African business,
Manuel pointed out coloured people
had also been denied access to capi-
tal and senior jobs under apartheid,

Speaking last week at the Inde-

- pendent Business Forum, set up by

SOUTH, M Brey and Commilife,
Manuel said earmarking a percent-
age of state contracts for a commu-

[nity happened in the USA.

Al

:He assured his audience that con-

NC to give busi

iofiz.

., Seradsl
to small entrepre

tracts reserved for the majority in
South Affica would not be “baadjies
for boeties” {favours for friends)
because there would be transparen-
¢y in contracts and tenders.

The 1994 budget would be “an
ANC budget”, said Manuel, adding
that this would redistribute business
opportunities as the “only chance of
giving South Africa sustainable
growth where everyone feels the
economy is ours”.

The ANC’s head of economic
planning launched a strong attack
on parastatal -investors, saying the
Land Bank had never loaned to
blacks, while the Development Bank
had dealt mainly with the hotne-
lands in line with P\ Botha’s con-
stellation of states ideology..

-

ness

—ielqs

etirs

More than two-thirds of Small
Business Development Corporation
lending went to whites, and these
institutions had to be changed to
give access to others, he said.

“We should consider using stokv-
€l methods in cases where borrow-
crs don’t have surety, so that peer
Eroup pressure can help ensure
repayment.”

Up to the mid-1980s owners of
pensions and insurance funds had
to invest 60 percent of their stock in
government bonds. Nowadays they
were investing in “shopping centres
and malls — which is a problem
because the entire counoy cannot
live in office blocks, and if they
don’t have jobs they can’t shop.”

Manuel said the ANGC would

o P i

™
-

TREVOR MANUEL

“travel the globe to talk to people
who have money and wy to get it
and shape its use. -

“Burt once it arrives, it is not: the
ANC’s. We can only set the envi-
ronment and try to shape fundsg.

“At the end of the day, entre-
preneurs are needed, and they don’t
come from committees.”

Pl ~ .




cLicks Fu joliz} 9>
Spending falls short

For the first time, Clicks is being hampered
by what financial director Peter Green calls
“not enough spending power.” Turnover rose
11,9% in the six months to October, but this
was below expectations and, for the first
time, the sales budget was mnot achieved.
“We've had more customers through the
stores than a year ago, but they are not
spending as much as they did,” says Green,

The new bugbear, managing when the
inflation rate is falling, also caught up with
operating profit. It was only 5% higher, part-
ly because expenses were rising more rapidly
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than product prices.

But it was the turnabout in Tiquidity that
really dented profit. A year ago, Clicks held
a net cash balance, following its R32m rights
issue. All the cash bas been invested: R13m
is being spent on expanding the Cape Town
head office; R20m on the new distribution
warehouse; and information technology
(there is scanning in 36 branches) is also
devouring cash. This resulted in a R3,lm
swing from interest received to interest paid;
pre-iax income fell 10,1%.

Also, failure to achieve sales budgets had
resulted in excessive stocks. Green contends
that would not have happened if the informa-
tion technology had been in place. “That’s
why we're spending so rapidly on technology
and benefits are beginning to show,” he adds.
He expects stock reduction will soon se¢
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improved liquidity and will curb the interest
bill. Interest-bearing debt at October 31 to-
talied R51,7m (1992: R15,8m).

Expansion of the three chains is continu-
ing. Four Clicks, six Diskom and 14 Musica
stores were opened in the first half. These
will be able to take advantage of the Christ-
mas trade, which Green feels should be
“fair,”

The group’s first six months are always the
unexciting half. Christmas and Easter, its
two best trading periods, fall in the second
six months. For Clicks, in particular, the
economy’s performance up to the April elec-
tion will be critical. If the economy is not
shaken by political unrest between now and
end-April and it’s a reasonably good Christ-
mas, full-year EPS will probably grow by up
to 12% — though Green is apprehensive

aGont forecasting any result now. Even so,
there is no sign of the share’s long-term
upward trend being threatened. Gerald Hirskon




METCASH Fut  lolzla>
Premium rating returns

Carlos dos Santos’s reappointment to the
helm of Metro Cash & Carry (Meteash) in
August 199] aroused some scepticism from
those who questioned Premier’s investment
in the then-ailing wholesaler group and
doubted Dos Santos’s ability to effect a turn-
around. The last laugh would seem to be
Premier’s. Latest interims exceeded market
expectations — EPS jumped 30%to 19,1c —
an impressive achievement on turnover
growth of only 6,7%.

Violence and boycotts were partly respon-
sible for constraining the growth in sales of
continuing operations to R2,8bn (R2,62bn);
the biggest factor was lack of growth in
consumer spending. But further efficiencies,
cost savings, a significant reduction of
shrinkage and the thrust into higher margin
product lines enabled Metcash adequately to
meet its profit budget for the six months
ended October,

Operating income increased 22% to
R39,9m and pre-tax profit of R50,7m was
boosted by the 56% surge in interest received
to R10,8m. The group is cash rich, sitting on
R292m, which will be used as working cap-
ital until it’s needed to expand local and/or
non-SA interests, says financial director
Dudiey Rubin., Debt of R22,7m has been
eliminated,

To smooth the path to a full tax rate, likely
in the 1995 year once tax losses have been
absorbed, tax was provided at 358%
(R18,2m). Income attributable to outside
shareholders fell 40% to R1,2m, reflecting
the policy of buying out minorities in various
operations when the time is right. Rubin
concedes Metcash has acquisition plans but
would not be drawn,

Over the past year, management has fo-
cused on expansion of global operations as a
means of maximising sales growth, Metcash
has entered into joint ventures and is to open
its first Russian store at Magnitogorsk in
mid-December; the first Isracli operation is
to come on stream at Haifz in April,

Though exports remain a small percentage
of turnover and profit, management aims to
grow this over the next four years, Neverthe-
less, Rubin believes good growth potential
lies in the domestic market. “Over the next
few years development of black businesses is
expected to be massive. Small supermarkets
are likely to be a large proportion of this and
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'DOING IT RIGHT

Oct 31 Apr 30 Ocr 31
92 93 %

Six months to

Turnover {Rbn) .veeve... 2,66 2,65 2,80
Operating income {(Rm) 32,7 405 40,0
Attributable (Rm} ...... 24,1 319 314
Earnings &} v 14,7 19,3 19,1
Dividends {c} ..cennen 6,0 8.0 7.5
1ofiz]az

will expand Metcash’s horizons.”

As for the short-term, management isn’t
sticking its neck out: “There is no indication
now that the trend in turnover will improve
during the second half.” That cautious view
is not surprising given that Metcagh’s year-
end coincides with the elections. (Z2¢D

But the peried to end-April is usuaily the
stronger half, including Christmas and Eas-
ter; and Rubin contends one of Metcash’s
strengths is its geographical diversity. This,
with recent rationalisation of outlets, should
help ensure pre-tax margins — now 1,8%
against 1992’ 1,5% — move close to the
targeted 2,5%.

At 770¢, the price has almost quadrupled
since late 1991 and has risen from 360c aver
the past 12 months. The share is steadily
regaining the premium rating it carried in
the late Seventies and early Eighties.
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‘Task group to

Probe needs of
small business

crrofialaz

THE Small Business Deve opment Corporation
(SBDC) and the National African Federated Cham-
bers of Commerce (Nafcoc) are setting up a joint
task group to establish the needs of small to medinm
business enterprises {(SMEs) and how they can best
be‘met — and to hasten the empowerment of black
.business. : 3

In a statement issued yesterday the two organisa-
tibns said the task group would consult with all
‘interested parties and if necessary hold confer-
ences, workshops or seminars. It would:

® Review the existing institutional framework
and make recommendations on one more suited to
achieve a meaningfy] development of the SME sec-
tor.

'@ Recommend an appropriate strategy for the
restructuring and funding of all key players in, the
ggw]*)eéopment of the SME sector, ineluding the

. The group will:consist of 12 members, Five will
represent SME business interests — two from NAF-
COC and one esch from FABCOS, SACOB and the
Afrikaanse Handelsinstituut. o

Thrée will represent the Natienal Economic Fo-
rum and four the directors, regional committees
and executive management of the SBDC, ‘sl .

The Task Group is expected to file an intérim
report by June 20, which will be subject to pitblic
discussion before the final report is written.
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| ‘Invest in small businegg
to create more Jobs’
20 ARLT ) 2 52,
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best served by investing in small pysi. ries plinating research intg in Ostri- '
ness before major Projects such a5 5.  al application of oW technology” fop
sol, Mossgas ang Columbus Stainjese transfer to tpe Private sector free of
atecl, in the view Repuplig o China charge, _ :
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He described how the Taiwanese Support for smajj business — particy. ’
government haq helped tyrp small larly black-owneg,
and medjum enterprise into the domi- Adressing the ANC small businesg -
hant force in the Nationa] €conomy, development conference here, the or-
irms capitalised a4 less thap Eanisatiop’s economics head, Trevor L
R5 milliop with fewer than 300 em. Manuel, Said eontro] of all Major f"
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- the RoC (Ta‘wanese) government to Jam held the peipg in the sprawjin
id | promote the highly suceessful drive Absa Eroup — whijch comprised mogg
- O prosperity in his country by smajl. of the Yémainder of the Sector.
, er businesses, Mr I-Cheng “sajg while He believeq the corporates needed
9 SA had a magnificent research or- ¢ be changed from within and he fajy,
5 ganisation ip the CSIR, its work had effective affirmative action — ¢
T | not been tapped in the best interests Which the ANC gave itg “Unashameg :
@ | of the country, Support” — wouid PTove to be 3 5. i3
‘ he Taipej authorities hag estab-  jor force in achieving, -
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Nafcoc to pair blackeggg White business

THE National African Federated Cham-
ber of Commerce (Nafcoc) had established
a joint ventures programme which would
seek to pair black businessmen with exper-
iencéd white business to form viable joint
enterprises, the chamber said yesterday.

. The initiative was designed to acceler-
ate black participation in the mainstream
of the economy, Nafcoc president Archie
Nkonyeni told a news conference,

- He said the move was in response to
more people in SA and abroad seeking to
form joint ventures with black South Afri-
cans. “These people were motivated on the
one hand by what they perceived as a huge
and potentially lucrative black consumer
market, and on the other by a genuine

desire to develop black business skills” -

Nafcoc had enlisted the support of

o
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KPMG, “the world's: largest accounting
and business advisory firm”, to manage
the programme. KPMG would help poten-
tial partners assess each other’s compati-
bility and commitment, conduct feasibility -
studies on proposed venturkes and assist in

i'fseir;ﬁiqg up company structures.

" 'The programmé wasg designed to pre-

-pare black business for the new govern-

. ment's affirmative action programmie,

which would not succeed *if the intended

beneficiaries lack the skills and resour

to take advantage of it”. C)ﬁlﬁiﬁ
Nkenyeni said the quickest way to em-

power black business was to build on exisi-

ing regources in:the country — to set up

Yo Page 2
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Nafcoc

Bibay

viable partnerships in which blacks had 8 — jndustries where blacks particularly need

meaningful stake and white busin
were not expected to give hand-outs.{}
Strong local partnerships would also fa-
cilitate the involvement of forelgn inves-
tors, who did not always know the SA
market and would require local skills and
infrastructure to do business. )
One strategy of the programme would
be to mobilise resources, ‘“especially in

representation”. Nafecoc would identify
such industries and approach large players
to “divest a significant portion of tﬁleir
interest in favour of black partners”. It
would also approach a significant player in
an industry to start a new company in
conjunction with black partners.

@ Ploture: Page 3




pair black
and white
In joint
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T National 1can

Federated Chamber of
Commeérce (Nafcoe) had
established a Joint Ven-
tures Programme which
would seek to pair black
businessmen with
experienced white busi-
hess to form viable joint
enterprises, the cham-
ber said yesterday.,

The new initiative was
designed to, accelerate
black participation in
the mainstream of the
economy, Nafcoe presi-
dent Archie Nkonyeni
told a media conference
in Johannesburg, .

He said the move was
in response to more and
more people both in SA
and abroad seeking to
form joint ventures with
black South Africans.
“These people were mo-
tivated on the one hand
by what they perceived
as a huge and potentiaily
lucrative black consum.
er market, and on the
other by a genuine de-
sire to develop black
business skills,” he saijd.
. Either way, this pre-

- hsented-enormous oppor-
tunities” for the future
development of black
business, he added,

| . Nkonyeni said Nafeoe
had enlisted the support
of KPMG, “the world’s
largest aeccounting and
bus;_gess advisory firm”, ’
to ‘Manage the pro-
gramifie, - L
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"THE de-listing of the OK after 60 yeals

on the Johannesburg Stock Exchange is
both sobering and sad. We know that
most companies have a short lifespan
— estimated at around 40 years and in
that sense the OK has had quite a “good
innings”.

Nevertheless, it is surprising that
companies which appear to have all the
resources — money, the ability to at-
tract the best, the systems and all that
goes with being the market leader, are
often unable to sustain their dominance
and end up destroying shareholder val-
ue, ,

I come from a small town and re-
 Mmember being told that if your town
“had an OK Bazaars then your town was
in the big time. How things have
changed. I can remember when SA
Breweries bought the OK Bazaars for
-R136-million. Adjusting for inflation,
:the value of the OK is only 6% of that
-value today. That is really a good exam-
:ple of destruction of shareholders’
- wealth,

-+ In_retailing, as in all industries, the
~secret of suceess is guite simple: Give
~the customers what they want. In every
. indusiry the leaders provide quality for
.their particular customers.

;3 In the motor car industry, Toyota
- provides good quality to its chosen cus-
tomer group, so does Honda. These
{firms prosper over the long-term, be-
cause they satisfy their “served mar-
"ket”. You cannot please everyone. If
you try you end up making everyone a

OK failed the cu

By ANDY AKDREWS

“Tlittle” unhappy and eventually you
make everyone a *“lot” unbappy.

The top companies — from Pick 'n
Pay in food to Edgars in up-market
clothing, to Pep at the lower end —
conjure up images of high quality and
services in the minds of the customers
who buy their products and services.
These companies are also excellent per-

owth and profit-

formers in :
ability. ;¢ RO .
All ‘th agers ned approvingly

when you ask does quality pay. But
despite the unanimity it seems that few
managers really believe it. If they did
they would do something abont it.

Luckily we still have a chance to do
something about it. Joseph Juran, the
American guru of quality tegarded as
the father of the Japanese quality revo-
lution, deseribes how he sold the mes-
sage 40 years ago:

“What I told the Japanese was what I

. had been telling andiences in the US for

years. The difference was not what I

said but whose ears heard it,” Juran .

said. ,

“No one was more surprised than I
when the people who attended my first-
two-day lectures in Japan furned out to
be CEOs — 70 at each session,.140'in all

— from th& largest manufacturing

Y

companies in tHe country. When I gave
such lectures in the United States, the
audiences consisted of epgineers and
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quality conirol managers,”

Perhaps our managers like quantita-
tive measures to convince them to act
on what they say they know. Systematic
research that links quality and, per-
formance: is available. The PIMS re-
search programme (Profit Impact of
Market Strategy), which analyses, thou-

v*sands of businesses proves that quality -
- pays. The accompanying graph’shows = ~

L

the relationship between customer per-

-~ ceived quality and profitability as mea-

sured by-return’ on investment (ROI)

. . -the long term. ™ :
" Of course, you can-cofpete on

and return on sales (ROS).

Clearly, quality is rewarded since
both return on sales and return on in-
vestment rise as quality relative to
competitor goes up. Companies that are.
“superier” out-earn their “inferior”
competitors by.about two to one over

B o
¥
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unless you are continually improving

price;

uality test |

quality from the customer’s point of
view you could face market share and
profit erosion.

The worst place to be is in hetween.
Many companies confuse their custom-
ers by competing on price for a while
and then {rying to compete on quality.

In the US, Sears, the famous retailer,
has faced enormous problems because
it has drifted between the low end and
the top ends of the retail market. It
could not decide whether to be a Bloom-
ingdales or a K-Mart and its confused
custormers went to those competitors,
leaving Sears in difficulty.

Perhaps the OK’s troubles will help
to focus the top management of our
firms on quality. In the old days you
could win by providing 2 wide range
because no other competitor could
match you on price and range,

But today the specialists are able to |
beat you — their salespeople have |

‘better product knowledge than your
people, they have a better range of the
_ particular product and can match or
even beat your price. '
- They simply “out-niche” you and you
. arestuck in the middle. Pep beats OK in
- “the low end of the clothing market.
" Edgars wins at the high end, Bradiows
.and Joshua Doore win in furniture and
Pick’n Pay wins in food. The OK bleeds. |
£ .50, give. customers what they want.
"And remember, you must focus in
‘terms of customer and produgfs®- i
" you-don't you won't satisty anyene com-
__pletely. :
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Businesséo)
votes for
‘Mandela:+*

JOHANNESBURG. -
The,, overwt_lelming ma-

. jority of South Africa’s
top business .people
would prefer Mr Nelson
Mandela a8 president,
while, none. would
choose Chiefl’ Mango-
suthu Buthelezi, accord-
ing_to researt conduct-
ed by the JCommunity
Agency 1‘25 } og“ﬂl n-
guiry. X Al N
T Ina s'g{'\}e?o \70 gﬁ%e

* largest stock exchange-’
listed" firms, 25 leading
unlisted companies and
five ‘key 'pa:;ai_statals,
CASE found 68% of the
sample would’ most:like
the ANC leader-as the
country’s president
whe;}‘..pffered a choice
among the “hig three”.

Thirty:two . percent

- respondents. most - fa-”
voured cirrent. Pres
dent, Mr. FW- de: Kl
while the Inkatha jeader
was;not, selected at all. -

CASE 'said ‘their jiré-
qearch “indicated” that.

he  bulk of .the- wihite-:

ominated, largely. Eng-r
lish-spéaking, ‘business
community was © thusi-
astic” about. doing busi-,
ness under' 2 new ANC-
ted'". -, de-mog‘r.atlic ‘
‘overnment. — Sapa’ -,
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Violence and recession
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. Wejuer and Jones outlets Raor 000} for the Period,
inch of depregsed frading N Aboyt 20 IOSS-makin
gonditions and the effect of TePOrted 3 Joge of 341c g

Storag Wwere bein, closed,
violence ang stayaways op ff{fé"gs Of 11,9¢) a share id the gcompany

58
Its business, hag Témained ! ,  EeNera t of its jp.
in the red i the six monthg ;fl:fg ?:ted a los-s of ';'gcza gome ind Izoiecgfld t?:alf,
to end-June, T, the pggizi:u;ngio e expecti

at ;I;hez g)rog%rgvggxs’ch Eaﬂ?‘:}-- Since then, Bergers pas profitably in the full yeqr.
’ ; f
- 74 raiseq Ri8m in , rights  offer, Which closed on'June {!
1 | offer ang continueq: to 30, was not reflected in tpe
" | rationalise jts business, results. Punds rajseq were
] Chairmap Howarg Teceived op July 8, py if
Maverberger Said trading  they hag been jn the busi-
conditiong h Ontinved to  ness for the fuj] Period, the
t | deterjo bottom line loss would have
| . Results, Wisop Compare  been redyeeq by Rid5m,
2 26-week periog with 27 Maverbergar said,
weeks in the earliep Year, € company would
show turnover declineq go, trade profitably ip the
! to R'G ,1m, Pre-tax gp. Second half, pe said,
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ergers, reimrted a loss of
ta¥" g 30 (earnings of 23,8c) 5
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