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In 1980 the South African economy
reached what is most likely the peak in
the present business cycle. But the view
from the top, while it is downwards, is by
no means unduly discouraging.

Over the past year, the economy grew
at 8%, one of the fastest — if not the
fastest — rate in the world. To continue

this year at that cracking pace would
eventually place tremendous sirains on
resources, especially skilled labour,

Progress is being made in the freeing of
further resources from legisiative re-
straints. But the sins of past policies
would most likely lead either to shortages
or rapid price rises in the short term if
this pace were maintained for long.

This year, with labour shortages and
declining export earnings reducing slightly
the level of business activity in general, a
fortuitous opportunity has been given for
material legislative change to free more
resources — especially in the field of
labour — to sustain future growth.

There are telling indications, moreover,
that the country’s potential for sustained
srowth this decade is considerable, lead-
ing to generally rising living standards for
all population groups.

The first indication that the country
could be facing a prolonged growth phase
was given in March last year. A team of
Pretoria University economists, headed
by Professor Jan Lombard, came to this
conclusion after studying the effect of
rising gold income on past business
cycles.

They identified general expansion of the
economy in the Sixties as being a lagged
consequence of gold mining expansion 10
years earlier in the Fifties. Similarly, gold
mining retardation in the early Sixties
corresponded with lower growth in the
economy in the early Seventies.

Simply put, their conclusion was that
gold’s overall contribution to the domestic
product in recent years may have generat-
ed a long cycle of general economic
growth.

In October the then Senior Deputy Gov-
ernor of the Reserve Bank, Dr Gerhard de
Kock, presented to the Economic Society
his analysis of changed characteristics of
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the SA business cycle.

He pointed out that in the general redis-
tribution of income and wealth between
countries as a result of substantial oil
price increases, SA had come out advanta-
geously. Not only had the price of gold
risen considerably as a result of the redis-
tribution, but there had also been a
“structured increase in world demand for
many other SA mineral products.”

Stronger upswings

His conclusion was that the SA economy
would, in consequence, see stronger up-
swings and higher growth rates before
deficits on the current account became
large enough to bring about either a
cheaper rand or a decline in the reserves.

But he warned that the threat of “bot-
tleneck’’ inflation would be much greater
in the later stages of the new cycle. For
this reason, effective control of the money
supply had become of increased impor-
tance. Allied to this was a need to apply a
more market-oriented strategy to ex-
change control and exchange rate policy.

The unusuaily long period — about three
years so far — of the current business
upswing tends to bear out these analyses.
In the beginning its main impetus was
provided by rising export earnings, from
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other metals as well as gold. Latterly,
however, private consumption spending
has become the main engine of growth,
followed by rising fixed investment
spending.

This change was wrought by declining
demand for SA exports from the Western
industrialised nations and the impact do-
mestically of substantial tax cuis and
rising employment and wages.

Although there is little surplus manufac-
turing capacity within the economy, the
increase in consumer spending has not yet
reached inflationary levels. Rising im-
ports are preventing demand exceeding
supply and, in due course, fixed invest-
ment spending will be translated into addi-
tional productive capacity.

Moreover, as Nedbank chief economist
Merton Dagut points out, consumer spend-
ing has not increased disproportionately in
terms of gross domestic product and its
strength is not abnormatl for this stage of
a cyclical upswing.

The scope for further imports is still
considerable, despite a reducing trade bal-
ance. Indeed the current account is still in
such surplus that the balance of payments
is unlikely to restrict growth at all this
year. Nor would a trade deficit necessar-

ily be restrictive if the potential for a
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By JOIIN MULCANY cathodes, consumers have been Lo

SOUTI! Africa will once again  buying less copper than before. ] e

he heavily dependent on rev- In fact some consumers in SR

enue from gold this vear, with the UK and West Germany are L

" the economic ontiocok for pur- reported to have contracted for | - 1

. chasers of the country's other amounts only 50% to 75% of | N AR
| minerals and metals not very their likely needs, compared . T

good. with 857 to 90% in a normal IR S

. In fact, one can expect a year L T LS

" downfurn in the fortunes of An important factor influenc- ST T
. many base metals, with the ing the slowdown in demand for SRCTRRC I
“Cinderellas” of 1880, ashestos, metals from overseas consum- Lo

chrome and manganese, being ers is the high level of interest § LT

joined by commodities such as rates which, combined with | PRI
sron ore, copper and tin poor econcimic prospects for | T,
The one mineral which may this year has led to an unwiii-
serve to bring some relief to ingness to hold none but essen- o e

the otherwise mediocre expec- tial stocks e .fFf";:
tations for the metals and min- The outlook from an mvest- A

erals industry is coal, which in  ment demand pomt of view 1s R
the light of rising costs of alter- somewhat better, though, with ) AT
native energy sources, such as  prices of prectous metals likely IR
oil. and the safety fears for to reman relatively high as TSIy
aranium. should enjoy contin- long as continued Opec oil price ARV NS
ued high demand as well as increases spur on inflation in SRR RO
good prices. the 1JS and elsewhere, o T
Mr Dennis Etheredge, head Mr Paul Sarnoff, a director ,ﬁ:‘{

of Anglo American's gold divi- of Rudolff Wolff Commodity '=;:ff::3"‘-;§?¢?“*
sion. said he was not at all DBrokers in New York, said re- o Fontedh,
- ' ' prorateehow Ll
pessimistic about gold produc- cently that there was no gold e
tion in 1981, and the level shortage in the world from a T g
should be around the same as fundamental viewpoint, but AR A
in 1980 prices were not fixed by the SRR
Mr Etheredge was hesitant normal demand/supply ke

on possible bullion prices, but equation. SR L
expressed confidence on the The Reagan administration S A
continuing role of the metal in  could lead to further increases P

| world monetary systems, which in precious metal prices, but " oy h
| in turn could probably be trans-  this would depend on the new i
lated mto a maintenance of US government’s handimng of N B
price stability. the stockpile. . iy §0Jin
On uranium Mr Etheredge Mr Sarnoff noted that the ; :'*"*“
noted that the market was still  silver stockpile was down fo ; L ﬂ::‘**
very' soft, with prices at an less than one year's supply of IR

} extremely low level, bul with normal consumption, while R T
most South African producers plabinum could benefit from ROTRR S
delivering according to con- substantial government buying. IR
tract there should be constant Alse on the plalinum angle, . LY
sales of the nuclear material.  investment demand for the ‘ Ry
A factor which could have a metal appears to have man- R D
favourable influence on South aged to soak up surpius produc- & R e
African exports of various met- 1100 as demand from the jewel- ‘ RV
als was the tendency by many lery market fell away, while ‘-iﬂ;;ﬁ;{:‘i:l{{;i;
countries to place ever-growmg  that from the car market had L RRENT
importance on defence spend- become depressed. P - RN
ing. with concommitant spin- Mr David Lundy, vice-presi- §

] offs for metals such as vanadi- dent of Johnson Matthey, | " T,“:';-'ift‘:.;;‘“.
ura. chrome and manganese, as  quoted in **Metal Bulietin™, 1 el
" well as uranium. said that investors and specula- E
| A major negative factor for iors in piatinum_ had fn}f* some + {
| minor metal producers contin- time been selling mainly to PRAE
" yes to be the sorry state of the each other, and thus holding on , ST
world steel industry, which hag 1o the metal to ensure a stable R R
shown little sign of any revival, market. | e
and will atfect the performance Mr Lundy said he expected ' R
of the tron ore export market, some gains in demand for plati- ' R

. a3 well as chrome ore, ferrd-  num {rom the car market by s e
. chrome and chromite mid-year, with even stronger j- ' DERRS LI A
A pood barometer of the in- demand in 1882, IRERRY L3N o 5
ternational metal markets is Demafid from the jewellery fL— w7 R PR L S C

the copper sector, which is fac- sector was also expected to
ing a reduction in orders for continue fo improve after start
the new vear While major pro- ing to recover in 1380, while
ducers have generally been suc- demand from the petrochemi-
cossful in concluding 1981 con- cal industry was expected (o
tracts for high quality burgeon until 1983,
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By DAYVEID PIRCUS

SOUTH AFRICA haz mroved ||
fromm 12th to 16th place in the
international foreign invest-
ment stzkes, according to the §i.
internationally accepted Busi- i

ness Environment Risk Index ||
(Beri). |
Beri, publighed 1M Newark, I}
Delawarae, asgessen 45 coun- |
tries on varioua rigk factors. .
Not surprisingly, the “‘win- i
ner’”’ was Switzeriand, with the
wooden spoon going to fran,
South Africa was up with the
leaders as far as business risk
factors were concerned, but i
stumped to a lowly 27th, out of
45, when her political siability
was assessed. ]
She was rated a 10th as far
as her attitude to foreign in- |f
vestment and profit was con-
cerned, 10th as far- ag both
nationalisation and inflation ;
-were concerned, 12th for hu-
‘reaucracy, 13th for economic ||
growth, 14th for Ilabour costs il
and productivity, and a high 7th §
for local management
Switzerland was congidered
the country most likely to at-
tract short and mediom-term
investment followed, in order,
by the US, West Germany, Ja- |}
" pan, Singapore, Canada, Neth-
erlands, Belginum, Augtralia, i
Norway, Saudl Arabia, Sweden, [
Talwan, Denmark, and Britain. ji -
The countries that trailedﬂl
|

== )
—

South Africa in the Beri Index
included Ireland, France, Mexi- ||
¢o, Venezuela, Greece, Chile,
Spain, Thajland, South Xorea, |
Iurael, several Black Africanj
states and in 45th place, Iran.
A spokesman for the SA-Ger-
man Chamber of Trade and
Industry, which hag been moni- |
toring the Beri Index for years, |t
said it was clear that “if thep
announced changes in South Af-||, -
rica’s policies and Iabour laws||,
are implemented soon, an if}’
"her new policies of internal and
external dialogne become gen-\l
eral soon, the Republic could)
become one of the most re
warding investment counirfes’. || |
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.-Capital expenditure in

'note that whereas the
“inerease in fixed invest-
- ment was stagnant for the
“years 1976 and 1977, it
= r:iﬂly grew by 1,9 percent
“in 1979.

:  However, figures avail-
able for the first nine
months of last year show
- an- increase of 9 percent
cand 1t is likely that the
“final figure for 1980 will
exceed 10 percent.

The mining industry ac-
ccording to this studv, will
—be spending around
_R10 000-mijllion or
roughly a third of the

e rPrr b m

total.
Expansion

Much of. the capex
planned for the mining
industry is related to the

massive expansion in the
_.energy field involving
.Such projects as Sasol and
-various private undertak.
ings which will produce
methanol,

Over and above this Es.
com is planning to spend
some  R11 000-million to
1990 in expanding its faci-
lities, again involving coal
= mining.
= In its treatment of coal
and energy, the report
notes that the most signif-
icant factor is the deliber-
--ate changing of South
-Africa’s energy and chem-
lcal raw minerals from oil
to cosal

* By the time Sasol 3 ig

completed in 1982, over

R6 000-million will have
been spent since 1975,

The report also notes
~that while methanol is
important in its own
right, it is attracting parti-
cular interest in the

By Geoff Shuttleworth

South Africa over the next five years will rise
dramatically to over R30 000-million with the mining industry tak-
ing the lead. ,

In the latest Standard
_—.Bank Review the authors

chemical synthesis.’ Here
both South Africa’s
leading chemical groups,
AECI and Sentrachem are
involved in projects.

Another aspect of the
expanding energy sector
is fhe planned expansion
of Escom facilities.

Quite apart from the
Koeberg nuclear power
station, the Drakensherg
pumped -storage scheme
and the possibility of ane
other such scheme in the
Western Cape at Palmiet,
cial-fired power stations
will continue to be- the
prime source of extra
capacity.

Other more clear cut
mining expansion, largely
on the gold mines but
also on platmum. diam.
onds and Otheyr base
metals, are clearly under-
stated Dby the report
because it does not take
into account new projects
which are bound to be
announced before 1985,

Projects

According to mining
S50uUrces several ne w-
projects will probably. be
announced this year alone
rangmg {rom new gold
mines to brand new: base
metal mining ventures.

However, it does detail
expansion which has been
announced hy the mining
houses, predominantly on
existing oold mines and
among the country’s three
platinum Imining compa-
nies,

Inexplicably the report
15 void of detail in respect
of bhase metal projects
which have been announ-
ced or where expansion is
being planned or under-
taken.

in respect of the
Richards Bay coal export
project same R380-million
will he spent by the Ral-

_the port while at the

terminal  itse]f another
R230-million will be spent
by 1984 to increase hand-
ling capacity.

Turning aside from mi-
ning ang mining related
mvestments, the report
notes that import re.
Placement, in a wide field
of activities, ig another
major factor in the total
picture.

Among them are

‘Strategic projects such ag

the expansion at Armsecor
or the Atlantic Diesel
Engine project. on which
the IDC wili spend some
R350-million.

Moves tg mmplement
higher joecal content
among the major industry
praducts, too, will blay its
part in raising the leve] of

‘capex planned by the mo-

tor industry,

Other replacement

- F o o

—_—— = Tiere— gy S Flep—— —

projects include the tele.

commaunications industry
and the electronies indus-
try. Here the rate of
growth is expected to he
in the order of 25 percent
a year,

Chemieals

The chemieal industry,
foo, has announced expan-
810N aimed at replacing
certain  {feedstocks and
end products such as a
R250-milljion synthetic
rubber plant by Sentra-
cliem.

The report 15 understan-
dably unable to estimate
the capex planned by the

thousands of smaller by.

Sliesses where capacity uti-
lisation has probably risen
above 90 percent by the
end of the year.

An Indication of the
cXpansion last year is

evident from the 23
percent increase In reyl
fixed 1mvestmont by the

private sector in the first

chemical industry because ways alone in increasing nine months of 1980, n
of its potential use p capacity along the line to comparison with the same
T o e | T v e e e e = period 1in 1979
— — e ADart {rom the many.
S — e f2cturing  ndustrv., the
e
I 5 S burlding Imdustry s
_—e— . ... anothey ]‘nET{]I‘ area of
— [ R C0wWth where residential
e ——————— buwilding plans Passed
————————————(—(——————————————— have more than donhled
T TT————————————— f{or the firs! 1) months nf
— 0. S E— ]| ) () (ompared with  the
Y S — sme period i 1999 In
the saine period plans

passed for Manufactitring
and commercial structires
were 1331 and 99.8
percent respectively

g Not all capex wupl he
B 2llocated for the cxpan-
B S0 of Lactlitien Tacor is a
B Cast o pomt where s
BRI R1000-milhon r+upes. pra.
B Zramime  will he  anmed
e more at upgrading exist-
R 11 g Capacity than at ex-
S panding i,

T S T
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No. 64 9 Lmuarie 1981

AANSTELLING VAN DIREKTEURE VAN DIE
NASIONALE FINANSIEKORPORASIE VAN
SUID-AFRIKA

Dit het die Staalspresident behaag om kraglens die
bevoegdheid hom by artikels 9 en [1 van dic Wet op
die Nasionale Finansiekorporasie, 1949 (Wet 33 van
1949), verleen, ondervermelde persone as dirckteure
van die Nasionale Finansickorporasic van Suid-Afrika
aan te stel:

Die heer Robin Allan Plumbridge as verteenwoor-
diger van beherende goudmynmaatskappye in die Raad
van Direkiteure van die Nasionale Finansickorporasie
van Suid-Afrika vir dic onverstreke deel van die heer
Rovin Anthony Hope, wat bedank het, se ampstermyn,
wat op 31 Augusius 1983 verstryk,

Dr. Gerhardus Petrus, Christiaan de Kock as ver-
teenwoordiger van die Suid-Afrikaanse Reserwebank in,
en as voorsitter van, diec Raad van Direkicure van dic
Nasionale Finansickorporasic van Suid-Afrika vir die
onverstreke deel van dr, Theunis Willem de Jongh, wat
bedank het, se ampsiermyn, wat op 31 Augustus 1982

- —_— —

No. 64 %% F35F ¢ JYanuarv 1981

APPOINTMENT OF DIRECTORS OF THE
NATIONAL FINANCE_CORPORATION OF
SOUTH AFRICA

The State President, aclifig under the authority of
sections 9 and 11 of the National Finance Corporation
Act, 1949 (Act 33 of 1949), has been pleased to appoint
the undermentiioned persons as dircctors of the Natonal
Finance Corporation of South Africa:

Robin Allan Plumbridge, Esquire, to be the represen-
tative of gold mining houses on the Board of Directors
of the Nauonal Finance Corporation of South Africa
for the unexpired portion of the term of office, which
will cxpire on 31 August 1983, of Robin Anthony
Hope. Esquire, who has resigned.

PDr Gerhardus Petrus Christiaan de Kock (o be the
representative of the South African Reserve Bank on,
and as charrman of, the Board of Directors of the
National tinance Corporation of South Africa for the
unexpired portion of the term of office, which will
expire on 31 August 1982, of Dr Theunis Willem de

stryk Jongh, who |
verstryk. ongh, who has resigned. | .
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By HAROLD FRIDJHON

THERE can be little doubt that
the economic upswing has
reached the stage where the
economy 1s bumping against its
capacity ceilings, not only in
regard to skilled and semi-
skilled labour but in respect of
capital resources of production,
says Dr Johan Cloete in the

| latest Barclays Business Brief.

In his commenis on the
bank’s survey of business opin-
jon, Dr Cloete says that in the
current sitwation it must be
expected that prices will start
to rise much faster than output
if total demand continues — or
is allowed to contihue — to
increase at the high rate of the
past year.

The business survey reveals
that 39% of all respondents say
they are operating not far short
of full capacity; 24% are close
to full capacity; a further 24%
are at full capacity; and 8%
are running at over-full capac-
ity. Only 8% are well below
capacity.

The labour situation appears
to be as acute, with 44% of all
respondents saying that skilled
labour is in short supply and
5% describing their skilled la-
bour position as being in very
short suppiy.

No féwer than 85% of all the

people who replied to the Bar-

clays survey expect no signifi-
cant improvement in the tight
skilled labour situation in the
year ahead.

Semi-gkilled labour is also in
short supply, according to 49%
of the respondents, but 42% say
that this category of labour is
still readily available.

Unskilled labour is readily
available.

Costs will rige this year, but
not at the rate which one wouid
have expected. Only 1% of the
respondents: expect wages to go
up by more than 20%; 36%
expect that wages will rise be-
tween 15% and 20%; 24% ex-
pect rises pf between 12% and
15%: 36% of the respondents

" are looking to wage Increases

of between 10% and 12%; and
only 3% foresee wage increases
of less than 10%.

There is a:similar pattern in

the view taken on the increase
in unit costs, with 1% expecting
these to rise by more than

. 20%: 34% seeing rises of be-

tween 15% and 20%; 30% are
looking at increases of 12% and
15%: 25% of the respondents
think unit costs will go up by
between 10% and 12%; and in-
creases of less than 10% are
forecast by 5% of the respon-
dents.

Dr Cloete says that.with the

Economy
bumps the
celling 4,

A A

“mode’” of expected increases
in unit costs apparently about
15%, indicat are that the
inflation rate for. the year as a
whole is unlikely to be less than
15%. 1t could be higher-because
34% of all respondents expect
cost increases of between 15%
and 20%.

On the other hand, replies to
the Barclays questionnaire indi-
cate that Most firms expect
wage increases for 1981 to be
lower than the increases in unit
costs.

‘““This suggests that average
rea] wages are likely to show
little if any increase in the year
ahead which does not augur
well for a continued increase in
private consumption expendi-
ture (and hence of the econom-
ic growth rate) at the excep-
tionally high rate recorded
during the past year.”

The Barclays opinion survey
reveals optimism about pros-
pects for the next three to six
months. While some respon-

dents see signs of a levelling .

out of business, most speak of
full order books, with consiin-
ers still apparently having
money in their pockets.
Looking at prospects for the
next quarter, most traders ex-
pect a further improvement
(after allowing for the usual
geasonal downturn), 41% hope
to maintain their sales on about
the same level as in the final
quarter of last year and 12%
are looking to a significant im-
provement in turnover.

Most manufacturing firms
performed at high levels in the
final 1980 guarter, but 64% do
not think that their results in
the first guarter will produce
an improvement, although 31%
expect better production and
sales.

The results of the survey
show that although most re-
spondents expect to increase

their stocks in the next six -

months, the outiook on inven-
tories is not as buoyant as it
was last September.

More than half of the respon-
dents say profits were under
some pressure last year and
54% expect the pressure to in-
creasae in the year ahead.

Commenting on the response
to last year’s pressure on prof-
its, Dr Cloete notes: “In view
of the large wage and other
cost increases experience-
d . ..in the past year, this re-
sult appears to confirm that the
majority of firms are not fac-
ing very strong competition and
are thus in a position to pass on
wage and other cost increases
via higher prices.”




MONEY SUPPLY

Not much time left@ rull

For the second time in a matter of weeks official money
supply figures have been no less than horrific. Their
inflationary potential is enormous. The burgeoning mon-
ey stock 1s plainly out of control. It is thus one of the
most pressing problems facing economic policy makers.

Vet for the two weeks he has been in office, the new
Governor of the Reserve bank, Dr Gerhard de Kock, has
remained in self-imposed isolation at Church Square.
There has been not so much as a murmur from one of
the chief architects the Treasury’s hitherto exemplary
financial policy.

Moreover, it is now clear that the final report of the
De Kock Commission into monetary matiers, which is to
deal with precisely this problem, will not be ready
hefore the second half of the year. This is because its
chairman, the new Governor, has been so extensively
involved in the emerging constellation policies.

The reason for the ostensible lack of activily, we
guess, is that the seasonal tightening of liquidity has
this year been S0 Severe that it has given the new
Governor a temporary respite. But it 18 no mMore than
a respite. By April the money now flowing as tax
revenues into the Exchequer will be coming out again.
And, despite transfers to stabili-

sation account, the outflow 18 ‘

the bank’s board will be asked to approve the appoint-
ment of Diederik Goedhuys, formerly of the Wits Busi-
ness School, as adviser to the governors, and that of the
deputy head of the hank’s economics department, Jaap
Meijer, as assistant to the governors. The search is still
on for a new general manager and for other key men.

Once assembled, this team will have to formulate and
implement the open market policy — the buying and
selling of appropriate securities — that will form the
basis of measures aimed at reining in the money supply.

1t will have to formulate rapidly monetary objectives
for the year ahead and an official securities pricing
policy that will tempt non-bank institutions back into the
gilt market as buyers. With inflation at near 15% and the
money supply having been ailowed to rip, that will be no
easy task.

Moreover, the amount of liquidity involved 1s likely to
be so large that open market operations alone will not be
sufficient to achieve the degree of control that is needed.
Relaxations of exchange controls will also have to be
formulated and implemented and possibly some mecha-
nism enabling the Treasury to place deposits with the
banks.

That is not the only problem. Past
experience in the foreign exchange are-

na has shown that the piecemeal imple-

estimated at considerably more ——

er a team of bankers capable of

than the R900m of tax bills ma- 4—'_{ o L_l | I | mentation of a grand monetary plan can
turing at that time. T E;?:; < T T create as many, if not more, problems
As that is plain for all to see, T 1T e i T than it is intended to solve.
the new Governor is most likely - ff*";‘f""‘m.lﬂ|4| % For instance, if the managed float of
preparing measures to withstand T il *‘;;;k,;'}," I ' ] the rand had been implemented proper-
the tidal wave of liquidity that T fﬁq,x.«;jg‘:g ' —1 ly, the authorities would not have run
will hit the financial system in ) }?%% ) gllto troullaée over the forwaid discounts.
April and May. N S (7 or would swap currency transactions,
His first task must be to gath- | N o) LA which are important to the development
) of the forex market, be inhibited.

conducting intervention oper- J
ations in the foreign exchange rir"
and money markets. For De — 77
Kock has stressed oh more than 71~
one occasion that these two - T
areas will be the real operation-
al ones for the implementation  ~ °
of future monetary policy.

At their heart will be the re-
sumption of an effective rediscount policy centred on a
Bank rate that is geared to market trends. At the very
latest the bank must be in a position to implement this
policy vigorously by April.

De Kock does not in this respect appear to have been
idle these past few weeks. Apart from two new deputy
governors taking office, rumour has it that on January 27

It is a pity that the final report is not

_ available to the new (Governor. The FM
g appreciates the need to assemble skills.

I’I;I It acknowledges the seasonal respite.
and it believes De Kock will not be

gripped by the inertia that consumed

his predecessor.
But, as we said only weeks ago, the
monetary situation is 100 serious for
delays of any sort — and it is still deteriorating. The
simple answer remains for Finance Minister Owen
Horwood to abolish exchange controls immediately. That
single action.would bring the money supply problem into
almost immediately manageable proportions. Then De
Kock would have ample time to implement other mea-
sures in an atmosphere more conducive to their success.
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Huge |
small b

. By JEREMY BROOKS
INTEREST by the private sec-
tor in the. recently formed

Small Business - Development
. Corporation has resulted in the

scription shares, says .the

chairman of the stéering com-
mittee, Dr Anton Rupert,

At a Presg conference in Jo-
hannesburg . yesterday he said
the value of subscription ghares
taken out exceeded the target
figure by at least R7-million.

The committee had decided,
l in the face of overwhelming
public support, to extend the
deadline until the end of the
~month and to increase the tar.
get to' R75-million,

I3 L 1 Ll -
Lo S it - RN
VT TR T g e i

 purchase of R57 050 000 sub. -

|||I "'-:. !
fu *' WP a "r
L | L

Dr Rupert deseribed the es-

tablishment of the corporation,

and the public reaction to it, as
the ‘‘beautiful face of
capitalism”.

‘He added: “'The business

sector has clearly recognised
and is facing up to its responsi-
bilities — with the realisation

that without a better effort cap-.

italism is doomed.”’

He said it was hoped that thé.

Government would invest an-

-other R75-million to equal the

private sector’s contribution;

' R50-million had already been

pledged by the State,

The corporation’s main fune-
tion would be'to act a5 'a guar-
antor for loans given by the

normal banking system to the
small businessman,

The corporation’s policy was
non-racial, its purpose being to
benefit the community as gz
whole,

Dr Rupert said that with the
ald of the branch networks of

national banks the corporation
" would be able to reach, assist

and advise rural and isolated
Population groups — many bf
whom would even be semi-liter-
ate or ill-educated,

"“The amount we have raised
may seem small in comparison
{0 massijve undertakings like .
Sasol, but we have the power to

Create wealth,” he said.
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LIRS s Peter Richardgson. . .
naying whatovor 18 nocossayy

f'ridav to 6,48%.

At the same time the houses were still
in the Bank for about R250m when themr
repurchase option period expired 14 days
after the end of the previous month, im-
plving the forfeiture of assets pledged for
rediscounting. The loss of these assets,
dealers sav, 18 not necessarilv catastroph-
ic, as the rate movemenfs of the last few
weeks have turned them nto reiatively
[ow-vielders.

The causes of seasonal shortages in-
clude a massive withdrawal of hanknotes
fromm the hanking system, company fax
and foreign dividend pavments and sharp-
lv higher import levels And this has been
greatly exacerhated by fieree inira-mar-
ket competition for funds, mainly between
the banks and the huilding societies. The
sgeieties are said to be otfering up to 12%
for one-year fixed deposits, and some of
{he smaller banks have allegediy met this
rate on one-vear NCDs,

['nderlent on the commercial side, the
hanks' major priority at the moment is
funding their HP and leasing commit-
ments. Simee the societies cammot take
fixed deposits of less than a year, bankers
sav, some leeway remains on medium-
term money, up to about 11 months.

The banks. nonetheless, depict them-
selves as victims of huilding society ag-
gression The societies, they say. face
major institutional deposit maturities in
the next few months, and are chasing the
istitutions for return cash tlows. They
are also, allegedly, pledging assefs In
warehousing deals at heavy losses. The
only foreseeable limitation on upward
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Seasonal shortages and intenSe institution-
al competition for funds have put money
o - market rates under strong upward pres-
~wkm ' osure, according to dealers and analysts,
“ssiy and the momentum appears to be
Wl accelerating.
| Three-month bankers’ acceptances and
- 4y the discount houses’ call rate on fresh
.21 cash have both risen 50 points in the last
A week to 8% and 7,20% respectively. And
vl the Treasury bill rate firmed 27 points on
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movements in wholesale deposit rates, it
is said, are the societies’ “‘profit’”’ mar-
gins, to which as individually owned insti-
tutions they need not be particularly re-
sponsive. So further rises in mortgage
rates and, in reaction, prime overdraft
rates, are widely mooted. As one banker
puis it: “The 0.5% rise in 0D could look
stupid in a couple of months.”

The societies defend themselves by
maintaming that blame cannot be laid at
individual doors for a market price that 1s
theoretically the result of a diverse com-
hination of market forces.

IPeter Richardson, joint MD of the Unit-
ed Buitding Society which is widely named
as a prime aggressor (possibly bhecause of
its =1ze), offers an entirely lopical de-

fence. “We win some and we lose some,”’

he says. '‘Because we lose some, we
cannot he offering the highest rates in
every case.’’

“And there are people,” he darkly al-
leges, ""who are prepared fo pay anything,
and to do the most peculiar things, to get
money."

Itichardezon denies that the societies are
now paving the penalty for greed dis-
plaved 1n the profligate vears. But he does
implv that the UBS at teast will not let up
in the relentless drive for funds. “We are
in the market for funds in the normal
fashion. If it is necessary o pay higher
rates, then we do.”

This sort of determination, and the fact
that the market anticipates severe short-
ages in the next two months (R700m is the
upper Hmit of estimates made for the

b

January monthend), offers no release:

from the glonmy scenario of steadily
mounting rates. [fven at the relatively
quiet long end of the market, rates on
long-dated gilts and semi-gilts have risen
about 50 points in the last week to around
12,30% and 12.80% respectively, allegedly
on the acltions of a few large sellers,

The hardening of the money market will -

at some stage spill over into the cost of
retail borrowing. Whnever vou are, there
is nn doubt vou will he paying more for
your money in the months ahead!
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«The largely industrial nature ot jeasing
hrings 1N considerations like long-term
capital development planning, the mfia-
tion factor and, of course, the tax deduct-
ihle aspect,’ sayvs Medfin MD Ron Rundle
cPespite O 10w heing more in hne with
the costs of other inrms of credit, we're
pnhikely to sce a prl:mnnnrnri awWIng away
feam P and leasing  Consuimet J1sposi-
ahlp neome 15 <tul Ligh, and et
finanee larked nto lon-tetrm
aprerments a

[t the Jevel of 0T rates will nonethe-
oo atfect costs “When rates are Mote
ctaple.” savy Petet <pringett, MDD ot the
nowiv establiched Rarclays National Jn-
dustrinl Bank, “we try to tix rafes for frve
years At tumes nke this, we peg thewm tn
prime rate a

Rut this methor 15 regarded as unsatis-
factory, since oD 15 sunply not flesahle
epough 1o refleet changes 0 the cost of
goneral hank funding wWe fund manly
through medim amd long-term deposits.”

gavy nurdle “Whereas onr costs have

rieen by un to 1,57 10 the Jast fowr monins,
thn OD tate has gons UD e onle DG ¢ 30
we're lagping padare are trynge Lo rredn
a Imoere POSHAREINE ayefery wherehy HiY
rates are hased on the 1oving Averape at
4 hasket ot asset rates.

Ceneral bankers do not expect the de-
mand for thewr croit fachities to drop,
bt Springett heteves it 15 fate to spenk ot
o fundmp squeezn 1 thr months ahear
CFpllowing the 1ise H wholesaln amd re-
tail rates,” he clms, our costs muat £o
up too

Most hankers aiso helieve that the on
rate viill rise o least anether 057 10 the
next fow months Hut even this s ENHE
hapal upnn whatever new rie s ey Ao
troduced by Chnreh Qepiare e opet-
g months ot (;erhard de Kork s
g{wornnrﬂhin

ceametting seems to he hrewing,  SAVS
ane banker, ‘and it prohahly CENCeTnS
Bank rate. It mav ha quet anothet rise 1l
the rate. buf My puess 1q that sooner 00
|ater the Jink hetween it amd the 0D raie
will he ont completely. Then hoih vt b
alowerd to funciion as thev really chontd
_- the ont as A topl ot monetu ¥ nolier,
the other as market dtcator '

nearly five years. 1t is viewed as the
crucial forerunner of a sustained rise in
lending rates that will almost certainly
have an impact on thé structure of overall
bank lending in the next year. But bankers
are reluctant to speculate on the precise
form it will take.

According .to Standard Bank GM Arthur
Daymond, there is nowW little or no “‘real
cost’’ differential between porrowing off-
balance sheet and borrowing through com-
ventional commercial bank facilities.
Bearing in mind the standardisation of a
1,5%; commission fee for hill endorsement
agreed by the banks in November last
year, observance of which appears %o be

widespread, the cost of aceepiance credit
is about 9,6%, and about 10% for non-

liquid paper. On the retail side, the 0D
rate is now 10% and bill discounting fees

BANk LENDING bmm
Changing patterns

Last week’s 0,5% rise in the prime over-
_ draft rate was the first upward tug on the
! commercial tyanks’ {eading lending rate in

!

e —— —— = T T

95%. -
«If anything,” 8dds Daymond, ‘‘whole-
. gale credit is slightly more expensive. S0
we should see 2 shift to OD finance, but it
could take time. Borrowing patterns are
subject to a certain inertia. And, paradox-
ically, the possibility of rises in money
| market rates (and therefore in the cost of
. wholesale porrowing) may induce people
' {o stay In the wholesale market in order to
- tix rates now for six to 12 months ahead.”
. Both markets have intrinsic uncertainty
¢actors. Retail porrowing costs are depen-
\ dent on the cost of retail money to the
commercial panks: Merely to maintain
their funding book, they must closely fol-
jow changes in the rate structure of the
building societies. And, by ali accounts,
the funding policies adopted by the soci-
eties in the last few Yyears of ‘‘easy
'money’ coupled with their huge mort-
‘gage liabilities, will keep them aggressive
 competitors in the field.
The wholesale market appears 10 have a
high liquidity potential, say pankers. Its
'lchief sources of funding, the mining com-

h1:1:-3mies and institutions, gtill have large
| resources ot their- disposal, they add. But
the market is tight now, and will remain
go for the next few months, and rates will
“of course rise further. Projections for this
markeb depend on ia variety of factors
-which include the overall “BOP outlook,
monetary and fiscal policy and the gold

Y price.

\ General bankers deny that the boom in
leasing and BP In ihe last few years was,
like the rise of the grey market, a reac-
tion to the artificially high 1evel of the OD
rate. The cost of general hank credit has
not been significantly lower than commel-
cial bank credit, and a number of other

factors apply-




MONEY SUPPLY

The latest money supply figures released
by the Reserve Bank are no exception to a
vear-long trend that has made nonsense
not only of the Bank’s ability to imple-
ment effective controls, but also of Fi-
nance Minister Owen Horwood's solemn
declarations of an inflation-indexed target.

The absolute amount of money (broad-
ly-defined) circulating through the econo-
my at the end of November last year, the
latest month for which figures are avail-
able, stood at over R15 000m. This yields a
preliminary November-on-November an-
nualised increase of 33%, almost 20 points
higher than the inflation rate.

The narrowly-defined aggregate MI,
which includes notes, coins and demand
deposits, rose no less than 49% over the
same period. This suggests that the annua-
lised increase in M1 in the third quarter of
1980, which (also at 49%) created a sense
of disbelief among economists, will prove
to have heen closer to the overall trend
for 1980 than the 18% recorded in the
second quarter. This is further supported
by the fact that the six months preceding
this second quarter saw an annualised
increase of 42%.

The second quarter anomaly was due to
a combination of factors that now appears
to have been entirely fortuitous. Bank
credit to the private sector rose only very
moderately, while foreign inflows and gov-
ernment borrowings actually decreased.
The third quarter saw a huge increase in
net gold and foreign reserves, which pro-
vided a ready explanation for the alarm-
ing rise in the monetary aggregates. But a
fall of over R400m in the reserves in the
fourth quarter, which led commentators
to predict a slowdown in the money
growth rates, makes it clear that this
excuse is no longer available.

Although official statistics are not yet
avatlable, the chief cause of the increase
in October and November appears to have
been a huge growth in bank credit to the
private sector. Given traditional Christ-
mas spending patterns, the December fig-
ures are unlikely to show any dewviations in
this particular curve. Money supply (M2)
growth for 1980 will almost surely exceed
30%.

Apart from seasonal spending factors,

private sector bank credit also probably -

received a boost from the abolition of
credit ceilings in September last year. The
important consequences of this would
have been the real, rather than the statis-
tical ones. The huge growth over the last
few years in disintermediation (or grey
market) activities has not in itself in-
volved the concomitant creation of hank

Calling for Canute

s

deposits, which by definition constitute

money supply, although it has certainly
accelerated their velocity of turnover.
But the rise in short-term rates, coupled
with tight liquidity conditions, says one
economist, has meant a return by horrow-
ers to formal bank credit facilities, which

do swell the figures. This would have been
offset to some extent by the increased

cost burden of supplementary liquid asset
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and cash reserve requirements. But sup-
port for a ‘“net growth’” assumption is
provided by the Reserve Bank’s quarterly
bulletin which in December claimed that a
substantial part of the rise in private
sector bank credit in the third quarter of
1980 was due to increased holdings by the
banks of bills discounted.

The resurgence of on-balance sheet
lending, in concert with the predlctahly
higher credit needs of business in a period
of economic growth, point only to sus-
tained pressure on money supply. In the
opening weeks of his tenure, the new
Reserve Bank governor Gerhard de Kock
is faced with a problem his handling of
which is crucial, both to his reputation
and to the economic health of the country.




FOR the first time
since the beginning of

1978 it has become
difficult to predict
with any hope of

accuracy the course of
share prices during the
next 12 months.

This is not because
there has been any change
in the basic fundamentais
of the economy.

The Iong term outlook
for gold and also for the
South Afriean economy is
still extremely bright.

Rather, the problem
arises hecause of what can

be regarded as an accumu-
lation of short-term uncer.
fainties.

Investors are concerned

ahout what ig going to
happen to the gold price

. profits it

in the next few months,
and they are alsp a little
worried abouf the course
of domestic interest rates
in this period.

The wild and unrealistic
calls by African states for
sanctions against South

“Alrica following the sol-

lapse of the South West
African negotiations may
also be a worrying faetor.

"Also of importance ig

‘that- these developments

are happening at a time
when many investors are
showing substantial paper
profits, -

PRESSURE

As these developments
pose a 1lhreat to these
is understand-
agble that many investops
have heen. selling ' their
shares with the intention
of sitting on the sidelines
until the outlook for the
market is more assured.

Thus, with little buying
pressure but fairly sus-
tained selling, the volume
of frading has contracied
and prices have tended to.
drift.

Meanwhile, " an interest-

Ing comment on the state.

of the local share market
appeared in the London
Sunday Times this week.
Reviewing the outlook
for . the world’s major
share markets, it says it
wags unable to get a clear
view of the outlook for
South African - industrials,
mainly hecause one broker
interviewed was decidedly
bearish. | -

The paper found that
South African  brokers

were concerned about the .

likely monetarist policies

of the new Governor of the'.

Reserve Bank and the

current high rate of.infla--

tion.

Brokers were also. fore-

casting weaker mining

markets in the short tern.
But , the Sunday Times

said that most saw 3 |

strong recovery in pold {'
. ofe
il A 2 b

shares
although one broker pre.
dicted a 30 percent fall in
gold share prices during
the next 18 months.

Concluding, the paper
says the South African

forecasts were notable for

their lack of agreement
ahout a market which has

exceptional long-term .
prospects. C
This comment js ind

teresting hecause it does |
mention anything
political risk in. .

not

about a
Investing here,

On the contrary,
poinfs out that
Africa’s  long-term.  pros-
pects are outstanding,

If this passage iy any-

thing to
seem that investment atti-

it

Soney A5 Britain towards ©. — that s if he is . year.

South Africa have changed

. quile consideérably in the

past year orso,
WRITTEN OFF

&

It was not so Jdong ago

hat many investment
advisers .in Britain had al}
but written off
Africa. Now, it
seem tHat once the gold
price begins to firm .again,
foreigners could hecome
substantial buyers of local
shares, *

The interest rate on the

tax’ free building society-.

shares: and A Post Vffice
savings deposits have re.
cently been increased to 8
percent’ making them a1
most attractive investment

and ;. }ugh mcome groups.

Hbwever, pensioners
and' other people on low
incomes should examine
their tax position carefully
before investing in them.

It is quite possible that
they might be better off

- with other fixed interest

Investments where full tax

is payable,

Bverything depends on
your marginal tax rate.
The higher this is the’

o

South
would -

3

South |

go by, it would ',

for anyene, in the middle

L] 1

by mid-198%, more attractive

=

1

"

become
the ftax-free 1ssues. For
example, it would not pay
a taxpayer to switch to tax
free shares ifrom 2460
month fixed ‘deposhits.
which are presently. pay-
ing 9,5 percent interest
unless his marginal {ax
rate is. higher than 16
percent, '

That is unless he is
earning more than R10 000
a year,

SWITCH

A switch into tax free
from the 10,5 percent
building society shares,
whdse one third of the
interest is tax free, would
only he worthwhile if the’
taxpayer’s marginal tax
rate was above 30 percent
- that is if he'is earning

And if he is an investor
in Lscom stbek at 125
percent, anp Iinvestment is
8 percent tax free, would
anly become attractive if

,his niarginal i1ax rate was
+above

the 36 percent
which is levied on ear- |
nings of R22 000 a year ‘or
niore.

Incidentally, if wvou be-
lieve that longterm

'interest rates have proh-

ably peaked and your in-
come is less than R22 000
4 year, an investment in
long-dated semi-gilt-edged .
stocks could prove reward-
Ing.

The current return on
these stocks, as already
mentioned, is around 12,5

percent and is even higher .
In ‘some cases, which is

well worth having,

' There is also the pros-
Pect of capital apprecia-

tion when interest rates
fall. |
‘These stocks can he

‘bought through a2 stock- |

broker of a bank.

Senbank, which has
offices in Cape Town, is
egiremely active in this
field.

r
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SOUTH AFRICANS
should be abie to ex-
pect at least another
two years of compara-
tively strong economic
growth, Dr | H de
Loor, Director-General
of Finance, and one of
the country’'s fop eco-
nomic planners, said in

an interview in Cape
Town this week.

Although the rest of the
world was on recession, he
said that the buoyant busi-
ness conditions of the pasi
year here were undikely to
be followed hy any
marked slow-down this
year.

In 1980 th(e economic
growlh rate had been
extremely close to 8 per-
cent.

NOT SUSTAINED

This was a high rate but
nof sustdinable.

The growth rate is now
eéxpected to return to a
more healthy -5 percent to
6 percent.

Should South Africa

. have a 5,5 percent growth

L

F
1

{ +

rate this year it was likely
that, this rate would be
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- year.’

repeated in 1982 when
demand from overseas for
South African goods
picked up again.

=Dr ,de Loor said he
believed that the economy
could sustain an average
growth wate during the
next 10 years of.5,5 per-
cent.
ber .1 - - -

- : *

{, COMPATIBLE

_i_* r . r . .
& This- rate- ‘was-«gompat-

ible™ %rith' “the cotintry’s
natural,
labou

- ..'r'f"'- e
1= =
R T

‘asources.

-+ A 55 percents growth T )

rate, would also feep un-
employment at acceptable
levels as well as increas-

"Ing #he standard of- living

of all populations groups.

Frarsighted businessmen
should base their planning
on a hasis of a 5,5 percent

finance and _ fochnicat levels,

nq » J

long-lerm growth rate, Dr
de Loor said.

The major economic
bottleneck facing the
country was the shortage
of skilled labcur,

Therefore, one of the
top priorities in the com-
ing .years ~would be to
overcome this by increas-
ing the supply -of skilled
manpower, '

"Much more woujd be

spent ‘on education ai the

prunary, secondaly. and

-
1

1 PR T ¥

" SCHOOLS i

‘The
dnnounced recently, of
expendituie for schools
for Indian and’ coloured
people was an example of
what was happening,

Mueh else is being

wor

;-—""‘i-'*-l-l-_—F

doubling,

planned to develop the
country’'s manpower. -

Pr de Loor said he
would also like to see
more heing done to bring
in  skilled people from
ahroad.

With  many countri
experiencing low growt
rates or recessions condi-
fions were favourable for
recruitment,

SKILLED LABOUR

The other major econo-
mic prohlem was the high
level of 1nflation. which
was 10 a considerahle
extent caused by the
shortage of skilled 1abour.

Ways would have to he
found to neutralise the
mjurious effects of infla-
tton and the skilled man-
power shortage, he said,

—— - — _—
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THE ° Smalt Business
Development Corpora-
tion (SBDC) repre-
sents a historic mark
in the development of
private enterprise in
southern Africa. Dr
Anton Rupert, leader
of the launching com-
mittee, calls its in-
volvement in the pro-
motion of wealth
among the people of
the area ‘the beautiful
face of capitalism’.

As a joint venture be-
tween private enterprise
and Government to pro-
mote wealth among citi-
zens, it could be of the
biggest corporations in the
world.

With a “share capifal
which cm}lﬁ reach R150-

o -
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Dr Anton

million, great hopes are
pinned on the corpoation.

Its main task would be
to provide guarantees for
bank loans in cases when
applicants have little or no
personal security. Dr
Rupert pointed out at a
Press conference in Johan-
nesburg  recently - that
very few people with col-

Rupert

) = » 1 ) -
lege or university educa- ment’s ‘B’ sharés will
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PIETER DE VOS locks at a historic
point in the development of private
enterprise in Southern Africa.

tion opened their own
business.

Not even a high school
education seemed essential
{0 start a Dbusiness, he
said.

The corporation could
fherefore be a great aid to
generate wealth aniong
the people of southern
Africa and might prove
crucial for the continued
existence of private enier-
prise in the area. People
from all cultural and
racial groups could make
use of the benefits offered
by the corporation.

The response of private
enterpise to the call to
subseribe amounts of not
less than R100000 for the
share capital by Dr R‘l:l-

pert was fermed A
miracle.’ ,
Howevey, the corpora-

{ion could provide some
dividends to shareholders.
It will operate as a
private enterprise coin-
pany with full tax liabil-
ity. The share capitai was
initially to congist of 100-
million shares of Rl each.

STATE

At least 50-million EA’
shares would have been
jssued to the private sec-
tor and 50-million B’
shares to the State.

However, with current
subscriptions from private
enterprise already total-
ling nearly R60-million, 'the
target for private enter-
prise has been raised to
R75-million,

1 the Government took
up shares on a 5050 hasis,
this would mean that the
corporation would start
off with share capital of
R150-million. Dr Rupert is
confident that the share
capital could reach at least
R120-million. The Govern-

...........
el -
...............

share in the profits only
after private and enter-
prise’s ‘A’ shares have
veceived an 8 percent divi-
dend.

‘A’ shares may be taken
up by means of five
annual payments on the
understanding that the
minimum number of
shares to be taken up by
any shareholders shall be
at least 100 0CO.

LEADERSHIP

The corporation would
be under the leadership of
private enterprise. The
board would consist of
state nominees and mem-
bers from the private sece
tor, but groups from the
private sector which con-
tributed R1-million or more
would be allowed to nomi-
nate one director and the
Government would nomi-
nate only one-quarier the
total number of directors.
Apart from these mem-

bers, the board will have

the right to nominate
experts in any field as
board members.

From this large board a
much smaller executive
board will be nominated
to implement policies laid
down by the larger hoard.

Because of the broad
spectrum of its activities,
other boards which previ-
ously directed their
offorts solely at the
coloured and Indian com-
munities will be absorbed
by the corporation. Some
activities of the Economic
Development Corporation
aimed at the economic
development of blacks will
be taken over by the
corporation as well as ‘the
small-business section of
the Industrial Develop-
ment Corporation.

The Industrial Develop-
ment Corporafion has
aiready amended legisia-
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tion to allow it to provide
assistance to industrailists
in centres such as Soweto,

To date, the IDC has
made about R25-million
availabie to small indus-
trialists. Altogether 40
mini-factories are belng
built in Soweto, Diep-
meadow and Dobsonville.

OBJECTS

The SBDC's cbjects in
broad outlines would be:

The promotion of pri
vate enterprise among all
population  groups 11l
Southern Africa.

The financing of small
business by providing
share and loan capital on
a shorf, medium and long-
term basis.

Provilling business in-
frastructure such as fac-
tory units, industrial parks
and business centres.

@ The underwriting or
guaranteeing of loans

_ the private-
banking sector to their
own enterprising small-
business clients.

® Providing aftercare 10

granfed by

small undertakings that
have received financial aid
from the SBDC.

Mining companies have
so far subscribed R16,15-
million, industrial com-
panies, almost R1i3-million,
banks R12.25 million, in-
surance companies, §10,45-
million, o¢il companies
R4,5-million, mofor compa-
nies, R450000 and news-
paper companies BR300 000,

The notable exception is
commercial undertakings.
However, all companies
have until the end of this

.....
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~ the corporation.

The Small Business ¢

Development Corpora-
tion (SBDC})} repre-

PIETER DE VYOS

nave received fipancial
aid from the SBDC.

Mining companies have

: ¥ so tar subsecrihed
q- b b ) r & - e : J
:entq alhlq'iﬂllc malkf laoks at a hisforie Rif, 15-milhon, immdustrial
1n_the development 0 companirs  almnst  TRI3
private enterprise In mark in the million, banks R12.25 mil-
southern Africa, Dr o R N {ton, msurance ¢HMPames
Anton Rupert, leader bﬁtahwg.,::;;‘;‘? - development of RIO 454;1{:4}13:111"“.1:;11 rn;:rn-
. - : L 1'? "-.:: ,," :. } -.‘:_ w '-.‘q. . pﬂﬂlf‘ﬁ ,11‘]'“] Iﬂn, mn ﬂr
Of, the ]aun{:hmg C{!!_m RIS ﬁ NN m‘wate emerprise i companies R45OO00  and
mittee, calls 1s 1N W i BRI : HewepaDer | COMpames
volvement in the pro- .\ RN AN ﬁf%;tﬂ sl § sonthern Afriea. RAN0O GO0,
motion of weallt The notable cxeention 18
aymnong the pi}[}plﬁ of MWWMEWWHEMW commercial undertakings,
the area “the beautiful {Im*mver, a]H companies
RY n . wave unhl the end of th
face of capitalism. However, with current development of blacks will  yonth, 1o Eu_h.;pﬁhef ’i‘h:
. . .subseriplions from private be itnken over by the  compan will  be rapls.
t rP‘S a 3;?:_;%”?;}:5 r?::e enterprise  already  fotal- corporation as well as the tﬂmg ﬂi Fehr‘uargr g Eﬂﬂ
“Een(?naelrnment tn-ppfﬂ' hng rearly L6U-millhon, smull-husiness  section of il helgd the first t}mard
an ! the target for privale en- the Industral Develop-  meeting on February 12

mote wealth among ciii-

sens, it could be of the _terprise has been raised

b R75-million.

heeest  corporations. 1R

tllligwm'ld. 1 1f the Government o0k
With a share capital up shares on a 50-30 bhasis,

whieh c¢could reach this would mean that the

eneporation  would  start
~yfe with sharve capital of
R1g0-million. Dr Rupert is
confident that the share
capital eoutg@ reach  at
legst R120-million. The
o frovernment’'s  “BT o shares
,wall sghare n the profits
“.only after private and en-
- {erprise’s “A” shares have
“yecerved an 8 percent di-
vidend. :

“* A'* shares may be
tsleen up by means of five
annual pavments on the
understanding that the mi-
nimum aumber of shares
to be taken up hy any
“shareholders shall be at

Ri50-million, great hopes
are pinned on the COTO-
ration.

Its man task would be’
to provide guarantegs for
hank loans in cases when
applicants have litile ov
no personal secunity. Ir:
Rupert pointed out gt a-
Press conféerence in Jo-
hanneshurg this weelt that,
very few people with col-"
lege or unjversity educa-
tinn opened their own bu-
SINesses.

CRYUCIAL
Not event a hign school

education seeme¢ Eshen-
tial to start a business, he” least 100 00G.
satd. The comoration would

he under the leadership
of private enterprise. The
board would consist of
State nomitieey and meme
hers from 1he private sec-
tor, ‘hut groups from the
private sector which con-
frbisgted  Ti-mllion  or
. more would be allowed 10
" pominate one director and
the . Government would
nominate onlyv onc-
quarter the total number
of directors. Apari from
these members, the board
will have the. right to
nomingte experts In any
f1eld as hoard members.

The ecorporation could
therefore he a great aid
to gencrate wealth among
the people of southern
Africa and might prove
erueial for the continued
oxistence of private enter-
prise 1n the area. People
from all cultural and racial
groups could make tse of
the henefits offered. by

The response of privafe
epterprise to the call to
subscrihe amounts of not
less than R100 000 {for the
share capital Dr Rupert
was termed “‘a miracle.”

Iigwever, the covpord: -
tion could provide soine
dividends to thareholders,

If | will operate as 2
private enterprise rom-
pany with full tax lighil-
ty. The shate capital was

much gmailer executive

" down by the larger board.
Recause -« Of
pectrum  of ity artivities,

i‘ﬂltlﬂlly tﬂ CDHSEEt ﬂf ﬂUSl:U' dlrﬂrtﬁ"d t]lﬁir’ ef:’
100.milion shares of forts solely at 1ha
R1 each. coloured and Indian com-

munities wiil he absarhed
hv the corporation. Somea
setivities of the Feonomic
Development  Corporation
aymed at the econnmic

At least 50-million “A”
shares would have heen
issued to the private sec-
tor and BS0-mitlion R
shares to the State,

O L S
iRy

=T = ey P

macle

. I'rom this large hoard a .

hoarvd™ will be nominated
to implement policies jaul -

the broad.
other boards whirh previ-

guaranteeng

ment Corporation,

The Industrial Develop-
ment Corporafion has al-
ready amended legistation

My Anten Euna'rt . 2 DG
torie mavi.

to allow it fo provide
assistance to industrialists
1 centres such as Snweto.

To date, the IDC has
ahout R25milbon
avatlable 1o small indus
tviahisty, Altogether 40
mint-factories are  heing
bt n Sawetn, Diep-
meadow and Dohsonville,

The SBDC's objecfs in
hrozd outlines wonld 11{3::

=%

® The promotion of

privaie enterprise aMeng

all ponulation groups 1n
southern Africa.

3 The finapemg of

emall businesses by provi-

ding share and .legn, fupl- .
tal on a Short, medium .

and long-term-hasis.” *° ~

B Providing
infrasrruciure such as fac-
tory untls, Industrial
parkg and husiness cen-
tres.

& The underwriling or
of loans
granted hy the private-
-hanking sector lo their
b wn- enterprising  small
business clients,

@ Providing  aftercare
to small ungdertakings that

- - —

~
1

husiness

The Prime Ministee, Mr
T W Botha, views the
eorporation as ‘‘another
milestone towards. a. cen-
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Mr P W Dotha ., . Widev

wealtil.
steliation of stateg  in

spnthern Africa)” In .an
addrpss at the imuagural
meeting of the SBRG last
T,ovemhber he pointed out
that the mcthods of pro-
duction I1n  southern
Africa have over the past
30 vears hecome ineréasin-
v capital rather than
Iabour-intensive.

“This  means only one

thing ~ a5 some of the
neople show a rising e
come, there I5  growing

anemplorment smonsf the
masses of other people.

“Undouhitedly an impor
tant part of the snlution
js to be found in the
promotion of small-
. husiness enferprises,” said

Mr Bntha.

Tegislahon will be
passed this year for the
imcorporation of the assets
nf the other corporations.

A small sfaff wiil man
the SBDC head office M
Johanneshurg.
workers will be reeruited
frem existing develnpment

corporations and Private

sectnr institutions.
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Fmanc:a] Edli'er

THE South African economy exPanded at a crackmg pace in
the first nine months of 1980, with output-growing by 8,7
percetit, the: Department of Statistics. reports.

Agricultural eutput
which grew by 18,2. per-
cent, :aecounted. for- mueh
-of the. exeeptlenelly hlgh
.},grewth rate. -

. &, But’ menufeeturmg eut-
—Tput grew by. 13,4 percent
- commercé by-10,6 percent, ‘v
> electricity. end trenepert -
by .91 percent, . and.. =e1::n.--+=~ g
.;struetmn by 8,2 percent o
.+ -Mining eutputn in: reeﬂ ¥
:terme drepped By 0,4  pére s

45
i)

a
. ._\‘.._ _"1-

Tcent rnamly; a8 a4 result of {

‘8 reduetmn m*ge,ld eutput
e SO

1 Ii"llh'-

, “i" ‘“LOWER GRA‘.D

The mimng tex‘*‘ eyetem y

fhrces Tines. te werk thelr -,
i lower grade’ ores andthus”
;'reduee *gold -output: when
. the gold Fmee {nereases.

O‘verel the. non-agricul-
tural’ eeeter grew. by 7.8
percent in the first nine
months:.of Jast year.

Helping to stimulafe the
economy was the conti-
ntied rise in private con-
sumption expenditure. ~

This rose in real terms
by a further 2,2 percent in
the third querter after a.
simiilar rise in the seeend*
quarter and a rise of 1,4
percent in the first quer-
ter,

The third- quarter in-

_crease represented a xise--
of 9,1 percent in’ ¢onsumer

| spendmg at .;an ennue.l

1 I‘ﬂtea. h

Ar&NUAL RATE

Demand  “for - durehle,
goods inereased
third guarter at an annudl,.
ra,te of: 11,3 percent, while
‘demand . for - seml-durable
- goods | increased b‘y ..3,9
pereent. -
" In..actual. meney terme
. the Bross’ domestic preduet
“inthe first nine months of
“last: year rose teeRez 796 0
“‘million up R11400:miillion s,
“or 381 pereent on the
eame perlecl of 1979.

%\« CASH TERMS, .~

3 Remuneretmn Gt

I ‘employees’ - rose: by 184" 1
percent in “eash termet.
from . R17~ 391-1111111011 to

~90.600-million, ~while t the__..

oloxd 3ss8q

SOUO § 7

Ins) puo9ag

upwdoyy J v r
ID3\ 3SITH

*38IN0ID

i; }o Apnis jo xpsA
epn:].s 3189qQ B8BY grosg eperetmg surplus —

rents, profits, divid —
$8ZTI %F&‘;Fase“ 1:3;357:13 ?ﬁ?:ent
T buTpfIng oU
W 2 o mien,

q Tp! bout haif of 1 .
crease was the resﬁ?t Igf
the greater valye of m1n~
Ing output, This rose by

. %Iénﬁﬂgsg-mﬂhep ];:Eent oo

SS I\ m%lh n to RI10 025

e velue .
TSOp pup air turing. 1::mt];:au!if:i ' IE::;;I Ufabir

R2 300-miliion e qual o an

increase of 322
while the o,

eernmge of com-
i‘neree rose by 1400-:111:?-
101, equal to an inerease

of 35 6 percent,
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Financial Edi{or

A REASONABLY care-
ful observer of the eco-
namic  scene  would
have noted that the
firancial authorities in
South Africa tend to
take a somewhat dif-
ferent atfitude to con-
trolling the moncy sup-
ply from their counter-
paris overseas,

For example, the news
this week that the moncy
supply in this couniry had
Increased by 28 percent in
fhe 12 months ended Non-
vember appearcd (o occa-
S1011 no restrictive aclions
hy the auihories.

On  the contrary., {he

only noticeaghle step thoy

have taken has been to
step up the flow of funds
to the money market, so

In this highly interest-
g article the bank claims

ihal  overseas finaneial
authorities are failing to
vbserve the primary aim
of monetary poliey, which
iIs to enable the economv
to grow as fast as it s
capable of doing.

The bank poinfs out
that the demand for
nmoney 1s a reflection of
the level of ceonomic
activity.  The supply of
maney, on the other hand,
depennds on the level of
hank c¢redit and any mn-
Hew of {unds from over-
SE.-,

LOWER RATE

The monetary authori-
ties  should aim at en-
nbling the hanks to pro-
vide suflicient eredit ig
meel  demand, otherwise
the cconomy may orow at
a lower rate than it is
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not caused Dby excess de-
mand. If therefore does
not respond to reduction
in the meney supply.

The inevitable result is
growth rates well below
those which their econo-
mies are capable of
achieving, says the'bank.

THE rally in the gold price
in New York last night was
mamtained in London te-
day when 1t opened at
073,50 dollars,

In New York gold rose
.73 dollars from its Lon-
don close to 569,50 dollars
on the news that the
Iramians had freed 1he
American hostages.

Fixings in London yes.
terday:;

" kS

easing a tigh{ situation eagalile ‘;f ?}ttamslngje timo Dollars Rands !
and preventing shortterm Puau?hnn;?es a:':nannlg {1080 aplloOunce ake )
, interest rates rising {ur- allow Lmitless  supply 200 am 563,50 13 621,87 :
| ther. low S suppl 00 pm 562,00 1358561 E
But overseas. and ?f me?ﬁ. P?d;:lhm“]“ W?“l% L
| gspecially in Briwin ang  {fen exeod tho level of  UNJT TRUSTS |
. the TUnited States with t0 Tice ' Buy  Sell  Yield |
e Present financlal v e bank says the poor O Mg ssfly Y |
gimes, such an increase performance of most of NOF  ‘3yoe2 €31-50 436
would ' be regarded as 5" o Teod coun-  Saae 40317 39355 D99
almost a national catastro- tries at preéent is  fthe (402:61) (373,81) (5119
phe. It would certainly result of their faillure o - . Geied 35278 G2
have led to demands lor aim for eea‘;nt}mic SATS J67.88 {%.g??g} ;E‘iﬁ, 1
severe counter-measires, erowih Snimtrst 349,62 526.35 4,68 ]
PRIMARY ATM Instead of allowing fhe smee 33039 33999 "l
Why is there such a  mopey supply to rice to cantam 15886 14838 @I

difference m  atiitude?  jheet demand, they are ° (159.62) (149.14) (5 36

An ﬂﬂSWN‘i s fﬂﬂh“ found selling monesr supply tar-  Iwterare a1a:at on e e

in an article on e monewv ets cimed At cirhine 1n- Cruardbic EHT*E;.'_: 336,45 4.87
supply in the latest 1ssue  [iafion. i Standard 338,97 ‘33731 489
of Bar*f:lays Bank's husi- But in many instances St In;zgg.gg} 227.82) {ggga |
ness briefs. much of their inflation 18 ° 90/96) (33.57) (10.84) ;
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By Anan Cratly of manufacturers in the

|
E Information from the Sconomy during 1879,
1

BEpaytment of Statistics The information con-
highlights the importance cerns registered compa-

ontt R250 000 ~ assets of these
| undertakings represent
AT more than 80 percent of
the tolal assets of al)
companies.

With 1043 760 svorkers,
the manufacturing dive-
‘sion is the larygest em.
nloyer and pavs wages

and salaries of
1’3 940.3-million.

o The next Ilargest em-
ployer is {the mining and
quarrving sector with
43 879  workers, paying
. R1 651,5-million in salaries
ang wages.

vt 0 F *

The division  iified
wholesale and retall trade
and catering and accomo-
dation services, emploving
only 606327, pavs wages
and salari1es of

R2475,093-million, This
sector has the largest
gross income with
R41910.8-muillion.

¢ nies with assets exceeding
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By DAVID CARTE
Deputy Financial Editor

|| A HEALTHY banking climate,

surging imports and exports
and better profits in its subsid-
iaries, lifted Trade & Indusiry
Acceptance Corporation to a
09% attributable profit increase
in the six months to December.

Taxed profit of Trade & In-
dustry itself soared 69% to
R1 640 000, and the taxed attrib-
utable portion' of subsidiaries’
profits rose 43% to R505 000.
This means the financial divi-
sion contributed 77% of the
R2 101 000 total and the subsid-
‘taries 23% against a 73%-27%
split in the first half of last
year,

Karnings a share rose 34% to
widc (1980:41c) in spite of a

}20% increase in the weighted

j‘average number of shares in

¥ -

Shippers acquisition.
The interim dividend was in-
creased 30% to 13c (10c).

issue after the Commonwealth

Textile subsidiary’ Svenmill

hoisted pre-tax profit 70%. to

| R973 000. Tax became payzble,-

however, and earnings rose
40% to R803 000, or 10¢ (7,1c) a
share. No interim dividend was
paid, but a’ yearend, dividend
will be considered. - {. .
.President ' Catering- raised
pre-tax. profit 27%to R846 000,

taxed profit 29,5% to R487 000.
and earnings a share.28% to -

14,3e¢ (11,2¢). The interim divi-
dend was lifted from 45c¢.to
0,00,
' ‘The chairman, Mr Ivor Ja-
cohson, told me the financial
-division had' managed to pros-

per with interest rates rising,
as it had a year agoe when they
were falling, Higher rates re-
flected greater demand for
funds, as clients’ needs for fi-
nance grew in a more buoyant
economy. h

He bdlieved the economy
would become even Jess liquid.
T&I, he said, would benefit if it
did, as it-had mainta.ineg liquid-

i

*

ity in reserve, :

Mr Jacobson said Svenmil's
order hooks were at record lev-
els. While tax had not been paid

in the half-year, the tax provi-

sion represented half the ex-
pected yearend tax bill.

He said Prescat was running
ahead of budget and was in-
creasing market share,

He was confident that not
only the financial but the other
divisions could maintain the
pace of the first half and that
earnings at the yearend would
still be 34% ahead.

Mr Jacobson stressed that-

the interim  dividend did not
suggest cover would increase
at the.yearend: It would be
constant at 3. ~

Hé said stated earnings were

atter writing off the costs of a
lot of infrastructural develop-
ment, particularly in integrat-
ing Commonwealth Shippers
and expanding the international
network of offices, T&I was
now represented in 14
countries, © -+ --
" 'The company says it has not
benefited “significantly” by ei-
ther trade credit switching or
the stronger rand in:the past 18
months,

\COMMENT: Assuming T&I
maintaing the pace until the
yearend, it will earn 12%2¢ a
share and assuming 'cover is
held at just over 3, it will pay
40c. That puts the top company
on a relatively attractive pro-
spective yield of 7,1% and al
prospective PE of 4,8.

Depending on the outlook at
the end of the year, Svenmill
looks likely to pay a final divi-
dend, even if it is only 5c¢ or
10c. That goes a long way to-
wards justifying, the present
price of S0e¢, :

Prescat’s 28% earnings im-
provement was relatively dis-
appointing, -but judging by the
interim, earnings of 29¢ and a
dividend of 12,5¢ are possible,
suggesting, at 115¢, a prospec-
tive yield of 10,9% and a PE of
4, which looks good value.
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By HAROLD FRID HON., thirds of this year’s collections.

MONEY ds flowingjinto ;the . Second, it is doubtful wheth- -

Treasury at a rate fir exceed- er he will want to put any more
ing budgetary expectitions. Re- $pending power: into consumi-

‘celpts for' the eightimonths of ‘ers’ hands. It is probable that

the -fiscal year to-November: ;tax rates will be unchanged in
1980 — after transfirs. to, cen-.-spite of fiscal drag. There is
al .revenue fund énd to cus~ Still sufficient momentum in
toms union memhérs — . the economy without any addi-
amounted to RS 23-million. ;tional stimulus that might add
For the full tax year, the Trea- :to infiationary pressures. -
sury -expected to collect .:: Income tax brought in
R10 911-mhiilion, " R4 569-miltion by -the end of
If -collections ‘continue' to November. This must be com-
flood.info the Exchequer gt this pared with R3 000-million for
rate, -collections - could ' total :the same period of last year
R12.3%5-million — -and, Mr Hor- 1and a budgetary estimate of
wood .wolld take in R1 423-mil- +R5 99]-million.
lion-more than he:budl geted for; ¢ - Gold-mine lease payments
By: the time that the Mlmster +hrought in R550-million against
of Financé: presents- his. ac- Rzlﬁ-mlllmn last year and an
cnuntmg for the current finan- ! estimate of R635-million for the
cial.year — by the last week of ¢year.
March 4 he'will probably show -+ *.The Treasury’s big- mnney
collections well over RI2335- ° spinner, general sales: tax,
milliunfand have a’handsome -earned Rl 049-million against
surplus’ for ! stashing away | in'.» R800-million for the first eight
the stapilisation- account.”! »~ <imonths of last: year, Rl 249-
In-tie next- four accounting wmillion for the last full tax year

x;[:l,s month{ he can look forward to-/and R1550-million which Mr

huge- inflowsinto the Treasury. ' Horwood hoped- to collect this

PUN J accoutt, possibly at:a heavier , year.

rate - han the R1 028-million * With December’s sales still
whichiis the monthly: average { to come into account — and it
for the past’eight months. - { must-be remembered that most

B%’e tax payments are still to i shops spoke of increased .turn-

come into acecount, from-all.sec- « OVeIs of .25%. and more,.over

‘tors of: the ecnnup:;ly, with large /. the Christmas season — GST
due at theé end *gollections: shnuid easﬂy t0p the-

payments falhng
of February when provisional t .éstimates.

ut taxpayers twill weigh'in with' ~+ Other 51gmf1cant increases in

al overspending,’the final Elll'-! RlﬂB-;mllmnjg- £0E 4 the Jeight.
STUY plus, wﬂl 0t be shown to be ast munths*against*RM-mlllinn last -
large.as 1ff is now appears. %" ‘year and a- budgeted ‘R95-mil-

their. cuntnhutiung .y > i I‘EVEIII.IE camnle.:: from IIDII-I'ESi-

Alfhough figurés poirit to 4 “dent shareholders’ tax which
significant’. surplus when * ac-f brought in R190-million in the
counts for. the fiscal yedr.to! first eight months agamst R103-

Marchnare?iirawn it is pusmple “million iast } year and 1120[1-11111-:I

A4

that.with fancy. footwork and:as *11011 forthe full yearsh .+ s

certain a l:H{'.nunt of department:’ Transfer dutms exceeeded °

opbWw Sr  But a surplus there will be lion for the .whole, of Tast-year,

9ZTI1

LTI

and - taxpayers cannot ook fory”*v Customs and"Excise brought -
ward to getting back some lff in, R1 235- mllﬂon cumpared )

the excess xreceipts 1 with R1081 for the first eight
 First,.jt is doubtful Whﬂthﬂ‘ month§ of the last fiscal year
the 1981 ﬁnld price will enable. gnd. Budget estimates of
Mr’ Horwood to gather in as Ri 611-million . The Customs
rich-a harvest from' the:milies, and’ Excise*figures aré subject ,
as he.garnered, this"year.iIn- - {5 the deduction of payments to; -
deed,-hé might well be lueky'if . “other members of the Customs

the 1931#52 year brings in:jwo-  Union.

—_— - —— —— —
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COLOUR and ceremony
- returned to the city ccntre
. {oday as more than 1000
- froops, military bands, air-
-, eraft and the presidential
" procession combined to
. open the fifth session of
- the sixth Parliament of the

 Republic of South Africa.
» In confrast to the cpen-
W
m

E

LWL NI IIRRL IR b

i
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ing of the last two ses-

sions, the thousands of on-

lgokers and participants

did not have to contend

with sweltering heat this
L year.

h FOUR BANDS -

Partly cloudy weather,
_clearing mow and again,
* greeted the 1000 troops
“who took up their posi-

tions in Adderley Street
+. from Wale Street down to
" the MHeerengracht. Four
- military bands and the
5 Rallway Police hand en-
tertained the crowd,

The House trumpeters
. and the guard of honour,
made up of the State Pre-
sident’s personal guard.
_ formed up 30 minutes be-
- fore the oificial opening at
11 am.
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THE ROUTE

With split-second t{iming
- the presidential proces-
“. ston left the official resi-
. denece, Tuynhuys, at 10.39,

and were escorted aiong
* the traditional rouic down
Ly Adderiey Street by moun-
~ fad meéembers of the South

[

i~ African Police.

3 The presidential couple
" and their aide-de-camp
*~ stood on the threshold of
the red carpet as the State
. President’s guard present-
. * ed arms and the naval
2> bandi under Commander
“* Ron ‘Marlowe, played the
natiegnal anthem. Trumpe-
v ters greeted Mr Viljoen
- before he entered the
) H.mcsmm.
*,, As the opening prayer
. was. read a flight of
-, Impala jet aircraft made 2

il
- T

L

REEe R,

L

% low pass over the House.
{Ev. THEIR SEATS

*M%,:. Constitutional changes
iédisaw  the 12 nominated
_m of Parliament

- 1
- ™M m 4- 4

—_—— ———

return
to streets

{ under the new dispensa. .
} tion introduced las: year.

. arrived well

-

Mr Marais . - -

Viljoerr - - -
SIEATIEREY  PENED ®
Yo e A p T
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Political Staff +
of adeguate housing would

THE State President, be given high priority this
Mr Marais Viljoen,  ¥ea&

session, said the provision

opened Parliament to- | Mﬁﬁm ﬁ%ﬁwmmm .mwiﬁ%.
: arly to the less privileged.
day with a message of Flat buildings had been
buoyant oplimism  increasingly  withdrawn
laced with concern from the letting market

for selling which was
creating problems for {en-
ants unable to afford any-

about food production,
energy needs, infla-

tion and the plight of thing else.
flat tenants, ‘Measures 10 provide
o - LJnore security for flat ten-
It was an historic open- ~ ants and at the same time
xR " 33 o B B s o . W WS R .. Ve W ing of South Africa’s first avoid Giscouraging inves-
R ) o kb e Sy HY T R 52 SEhl g unicameral (smgle cham-  tors are being exhaust-
. s P Rk 2 ber) Parliament since 1vely Investigated, the
Union in 19%0, State President said.
i S _ iy Y ¥ Mr Viljoerr said the sus- .Umﬂmmcwﬁmuﬂ of econo-
T e g IR Y BN tained progress of the Re- mic assets had made ever
ECD g o LV RS AR T Lt . % AR public in spite of instable greater demands on
A AR Eani o Y, Sl (0 : : world conditions contrasted  energy resources, bug good
sharply with conditions in @s — aas it
the rest of Africa, he said, \(Conid on Page 3, col 1)
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raisal of

‘Kappie’
deme
putside
House

EIGBET members of the
Kappiekommando walted
at Parliamient today in the
hope that they could pre-
sent a bouquet of flowers
to the Prime Minister,

The woman, all in hlack,
wore Voorirekker kappies.

A bystander said an
attempt would be made to
arrange a meeting between
the Prime Minister and
members of the women's
group in private this after-
noon,

The ‘Boerenooientjies’,
under the Ileadership of
Mrs Marie van Zyl, 42,
would present their flowers
{o him then.

Members of the Afri-
kaner Weerstand Beweging
also stood as a group near
Parliament at the formal
opening today.
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T
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THE glcanimg black of the State mﬂmm&ﬁaw limousine and its attendant vehielé meﬁwﬁmm 10ith the iﬁm -Sn. ﬁﬁm South m?wnm.ﬁ
Nary rad the blue of the South African Police as the procession takes-the Stafe President, M7 Marais Viljoen, and Mrs Vil-

joen towards Parliament for today’s opening. ‘outstanding’ performance

. - .. of the economy last year

first time. No senators -— e — = e - B - 137 1
attending the opening — - - - _ | ._E%mmnﬂwnﬁ )
(Top*

the Senate was dissolved ! -
i = LiLil
00'GTTY— 005t

00664 —"" 00

SeIALUED

H1S Isow
1} IAA

Soviet threat -
Mr Viljoen praised the 3

Guests and Cabinet
Ministers and their wives
before the
official opening to take up
their seats 1n the House.

The wives of Ministers :
were seated 1n the House
while wives of members
were in the public gallery.

f Street fashions were

largely %s%mﬂmnimﬁ this | .ml
VEear. nlookers were
dressed in casual everyday o .
wear' — safari suits.

breezy summer dresses and |
sandals. f

(Topa,
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prngress was bemg made
with ' 2. mational ' strategy
. to. cﬂunter energ:,r prnb-
IEIHS ro- b TR

He spuke nf rapld ﬁnnpu-r
lation.. gfowth intreasing: &
demands: uf agrmultural
1esnurces ST

o 'I‘heH ‘best pnssﬂﬂe use .of
land Was, 1mperat1ve as the

‘ requlrements -0f . South’
Africa’s penple and other

. countries, in 'Africa de-
fpended on food produced
uT 111 Snuth Africa, hé sald

Mn Viljoen tuunhed on
health services, ratmnall-
sation” ‘6f the public sexr- .
vice,’the coming' Republic
Day ‘celebrdtions, man-
power - usage and trans-
-purt v N

h Igeb ésémd gndud prngreﬁs

I uT a n ‘made in PrﬂVI -

Y3110 : ing eﬂu;catlon facilities in
spite of - dlsruptwe circum-
stances

Suuth ‘e!!;,nrir:anaE greatest
assets -remained her
people,’ their national will
and determmatmn

Juspnls 100/ 1. " *AS: Table. Mountain here

8ZTI ] Bozq{ in-Gur Cape ‘of Good Hope

» 1s.sometimes enveloped in
hezwy storm' clouds and as,
. once the . ¢louds roll b:5r
, and the stormy abates,
"+ Table Mnuntaln still
* 55T 9pJ " towers’ there firm and
. strong  and inviolate, so
108l qgns | are South-Africa and her
i penple “he 'sdaid - immedi-
/(il-'_ffl-unﬂt ately hefnre .reading” the
i official statement opening

10 % : Parllament
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Financial Editor
at the start of the biggest investment 3

SOUTH AFRICA is
boom in its history..

are now under way or in the pipeline.

For South Africans this For anyone with some
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N * el ddArT i ‘-'};i'd';f #"'r P ;f;fﬁ#‘frlli ky .l"*.'l"
::?" ;“ ‘;“i?.;""!.{‘u fﬁ!"ﬂif Ky 1‘_?:::-,5#"{:. '1';1-“::‘1"“"‘:‘:’ At o F:‘{
o !ll,i..‘-u"‘lu':s: Fa r'#'
4 - e
[ I:."'I. ’ ri
N R |'|III,|-I_Il !‘:. y :""“’

l:“"_‘_p'n" [ F IR r
e ) Y -,
LN / 1?{'?‘_';!{1":“:'41 ot rl

According to figures
Standard Bank, major new projects costing

is good mnews indeed. In-
vestment on such a scale
and the expenditure of

such a vast amount of
money should ensure that
the counfiry enjoys a high

education and employable
skill, no matter what their
colour, the investinent
boom will bring direct
benefits, For it is bound
to lead to a considerable
demand for skilled and

level of Dl‘ﬂlﬁpﬂrityt and  semi-skilled workers.
growing employment ior .
2t least the mext five As a result, anyone who

is willing to learn a skill

years. can look forward fo a

. much higher standard of

______—__l living in 1he coming
-1 decade,

brought about by the fact
- that' South Africa pos-
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compiled by the
R43 000-million

i
T

sesses many valuable min-
erals which the rest of the
. western world is at last
realising it desperately .
needs for its own prosper-
ity. ‘
But increased inferna- 1
tional demand
African minerals, in addi-
tion tg triggering a mining
Boom, is also resuliing in
a major industrial and
commercial boom as well.
‘Below . are the com-
panies which are involved
in' major new investment
and the -cost of their
projects, as recorded by.
the Standard Bank:
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' Further casing of exchange controls to cut
hack massive acerctions to the domestic
money supply were hinted at by IFinance
Director-General Joep de Loor at an agri-
b cultural conferenre this week.

Outlining monetary and fiscal priorities
for 1081, he identified inflation and M2 as
p the policy-makers’ prime targets this
- year~Steps taken so far to gain a measure

L3

‘f* . of control over M2, like sterilisation of
o government revenile and open-matket op-

JR— —_— - —_——— — —_— — -
T LT —_

In a mild reproof, De Loor urged farm-
ers to raise productivity to reduce the
adverse etfect of the food price compo-
aent on the CPI. Inflation was running at
10 the 12 months ended Noverber
1980, hut the food inflator was rising at the
rate of 27.6" in the same period. Net of
food prices the overall inflation rate would
have heen a fairly respectable 10.7%

Reviewing 1080, De TLoor said real gdp
will have grown ahout 0% and although
demand hoisted imports, gold will have
pushed overall trading results into a cur-
rent account surplus of more than
3 000m — 5% of estimated gdp for the

VOAT.

_—

—— e —

T
necessary to maintain the momentum of |
higher rates of fixed investment.

Private consumer spending on durables
and semi-durables could increase 6% and
non-durahles 9°-. But to cool demand pull
and facilitate expansion it will be neces-
sarv to altow imports to rise 15720 on

1980 levels. 3

Fxports will probahlv stagnate, hit as-
spming a gold price of $500 ar more for
the vear. 1081 will clnose with a current

account surplus
De Loor is less sanguine ahout interest

rates. which will be higher. llow much
higher will depend o the degree of con-

II - 4 4
i, orations, had met with some Success.
. ‘l}_ i . - . - \ [ . d -
Wy But it is elear at this stage (even hefore 1081, says De Loor, chould he a “salis-  {rol that can he oxerctsed over M2 acere
. 1"1? A 1 " . . L ] r : t
i the next report of the De Koclo Comniis- factory’ vear. Real gdp growth will prob-  tions, the rate of pdp prowtih, haiance of ¢
I-l-- t L] ' . - ,rllr L - 1
et cion) that more active use will have to be  ably drop to 2 level hetween % and 60, pavments movemnents, oxchange contl ol |
- :-" T [ 4 L - L ] F r h r - t r
ok made of exchange controls as a policy aided by increased government spending  poliev and Anetuations in foreign interest |
- qu' ; » ¥y hl h " h ]
R instrument. which. De Loor says, will pro ahly be  rates. :
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Dark tre

for SA=(¢

By ALEC HOGG

UNEMPLOYMENT, inflation
and the high population growth
were ‘‘dark trends”’ hanging
over the South African econo-
my, Professor Rias van Wyk
told Liberty Life’s seminar in
Johanneshurg yesterday on the
life-insurance industry.

Professor Van Wyk heads the
husiness economics department
at Stellenbosch University.

He said unemployment would
remain at unacceptably high
levels in international terms.

According fo the Economic
Development Programme,
“even if South Africa achieved a
5% growth rate over the next
20 years, unemployment among
unskilled workers would still be
as high as 11%.

On the other hand, if growth
average only 3,5%, ‘the figure

would, rise to 22% of the labour

%’

we have over the last 350
years."”

South Africa had one of the
highest growth rates in the
world, well ahead of many of
the industrialised countries.

Dr Van Wyk said interest
rates would have to rise signifi-
cantly if money supply, and
thus inflation, were f{o bhe
brought under control.

He said interest rates were
unrealistically low, and had
been losing the battle against
inflation over the past 20 years.

In 1960, long-term investors
Were receiving a real return of
4% on their investments. This
dropped to 3% in 1970, to 0% in
1976/78 and negative 3% in 1979.

In spite of these trends, Pro-
fessor Van Wyk said he was

still optimistic South Africa

cotld overcome the problems if
individuals became more|

force being unemployed by the aware of them.

turn of the century.

One of the main reasons for
this was the geographic frag-
mentation of the economy.

The high population growth
woilld also present problems.

In 1970, there was 5,5 ha for
each person in South Afriea,
but the figure fell to 4 ha in
1980 and was expected to be
only 2,5 ha by the turn of the
century,

South Africa averaged a 2%
growth in population every
year, which meant a doubling
in the number of people to feed
every 3o years.

“We will have to construct
as many roads, schools and
hm{sea in the next 35 ' _years as

—_—
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DURING the 1980s the pace
of change will accelerate dra-
matically in South Africa and
particularly in our country’s
powerhouse — the
Witwatersrand.

This must inevitably create
acute social and political
pressures, because history
shows that adjustment to €x-
ponential change is never
easy or tidy.

However, we have it in our
power to cope with these dy-
namic changes peacefully and
constructively to the benefit
of everyone in this sub-
continent.

Firstly, because of our
well-known riches in miner-
als, energy, other natural re-
sources and people and, sec-
ondly, because in the years
1978 to 1980 remarkable pro-
gress was made in the identi-
fication of the real problems
and opportunities in Southern
Africa, with many ocutworn
and fallacious practices being
discarded or discredited.

For example:

® The Wiehahn Commission
identified the need for sweep-
ing changes in our labour
laws, to open jobs and trading
opportunities for non-whites
to the advantage of everyone;

@ The Riekert Commission
showed how influx and job
control measures have failed
in their misguided attempt to
restrict economic growth by
compartmentalising people of
different races. There is a
single indivisible economy, to
which free market norms
should be applied;

@ Riekert further highlighted
the overriding importance of
the urban areas and in par-
ticular of the major
metropolises.

By 1870 blacks aiready con-
stituted an absolute majority
in virtually every municipal
area in South Africa.

There is in fact no “white”
area. There is no practical
way of diminishing black
nambers.

On the contrary, the pro-
portion of blacks in the cities
must continue to rise —
whether legally or illegally —
if our country is to achieve
economic advancement, via-
bility and security. Blacks
are moving up the scale to
take more skilled and better
paid jobs — but again with
only beneficial results for the
white labour force.

Petty apartheid barriers
are rapidly disappearing with
the big cities leading the way.

f
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1T IS FASHIONABLE
TO THINK OF CITIES
AS CREATING PROB-
LEMS, BUT | SEE
THEM AS PROBLEM-
SOLVING MACHINES

9

restaurants and
sports facilities have opened
to all races, and the sky has

Theatres,

not fallen in.

The Government-sponsored
research body, Benso, has
shown the failure of decen-
tralisation policies to create
job opportunities sufficient to
cater for even a material
fraction of the black work-
seekers entering the job mar-
ket each year.

Economically sound decen-
tralisation and deconcentra-
tion are desirable and are to

" be encouraged, but no one

should be deluded into think-
ing that the major job oppor-
tunities of the 1980s will occur
significantly anywhere other
than in the major metropoli-
tan areas.

The Prime Minister, Mr P
W Botha, has made a com-
mitment to the removal of
hurtful and unnecessary dis-
crimination and has assigned
priority to economic growth.
Territorial separation is no
longer being desired for its
own sake,

The inter-dependence of the
various ethnic units is being
given practical recognition in
the evolving concept of a con-
steliation of states,

The economic growth
which we are now experienc-
ing is a powerful force for
change., A static society can
resist change indefinitely but
population growth, pressure
of unemployment, increasing
aspirations and physical inte-
gration make *‘‘verkrampte”
policies not only delusionary
and dangerous but actually
impossible.

Looking around the rest of

Africa, let us not apologise
for the role which a strong
and free economy play in cre-
ating liberty and prosperity.
Let us remember that pover-
ty has no causes — only pros-
perity has causes.

Governments everywhere
in the world (and also doctri-
naire opponents of whatever
governments happen fo be in
power) like sweeping answers
for wholesale application, lay-
ing everything out neatly for
the whole of the country, but
life is not like that.

Progress comes from the
combination of the efforts of
myriads of people and associ-
ations each focussing on par-
ticular problems and details.

What is important is to be
working in a sensible direc-
tion in the evolutionary per-
fection of any particular step.

It is fashionable to think of
cities as creating problems,
but I see them rather as he-
ing problem-solving
machines.

Think of the inconveniences
of big cities in the last cen-
tury and of all the changes
which have been made to
overcome those and make
further growth possible: sew-
erage and drainage, paving,
street cleaning, health ser-
vices, transportation,
communications.

In a big city like Johannes-
burg there is a vast variety of
separate businesses, enter-
prises, talents and skills: you
have only to look at the size
and diversity of the classifi-
cations in the Yellow Pages
directory to realise the ad-
vantages which a city has
over any deceniralised indus-
trial estate.

People criticise congestion,
but who wants to be in an
empty theatre or restauram,
or what shopkeeper wants to
be situated on an uncrowded
street? The task is to learn
how to manage congestion
and I believe that we are
doing that.

The Pretoria-Witwaters-
rand-Vereeniging complex oc-
cupies 1% of the land surface
of South Africa but employs
41% of the economically ac-
tive white population, 30% of
the economically active black
population and produces 45%
of the gross national product.

It follows mathematically
that the potential for further

rw
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growth is much greater here:
#dding 5% per annum com-
pounded to the assets and the
productive capacity of Johan-
nesburg will achieve-tar more
than creating a new city in
the veld. It will be a lot
easier, qujcker and will cost
far less capital.

This growth on the Witwa-
tersrand and on the PWV has

happened despite restriclions
of the Group Areas Act; de-

By
NIGEL MANDY
Chairman of the

CBD Association

development does not take
lace in an artificial or dis-
rted manner.

Soweto is a crippled dormi-
fory city which — because of
past mistakes and policies —
is without proper trading or
industrial facilities. Of course
this situation must be recti-
fied as soon as possible, but
we should not make the oppo-
site mistake now by frying to
make it self-sufficient.

LET US REMEMBER THAT POVERTY HAS NO

CAUSES — ONLY PROSPERITY HAS CAUSES

L2

spite the Physical Planning
Act which tried {o force small
industrialists employing
blacks, coloureds and Indians
either to close up or to move
to the homelands; despite all
the financial, fiscal and phys-
ical incentives for decentrali-
sation, because the fundamen-
tals were not there in those
other areas.

We are not taiking about
Johannesburg alone: that city
is the sun around which sgatel-
lites like Randburg, Sandton,
Germiston and Soweio
revolve.

Any natural economic de-
velopment in any of those
areas benefits the entire met-

ropolitan area.
There is no objection, for

example, to decentralised of-
fices in Sandton provided that

.
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We wouldn’t dream of put-
ting a barbed wire fence
around Sandion and saying
that its citizens should not
commute to or irade with
Johannesburg, and the same
applies to Soweto.

All the informed projec-
tions of bodies like Jomet
(the Metropolitan Transport
Advisory Board for the Inner
Witwatersrand) show that the
major thrust of job creation
is poing to continue to be in
the central business district
in the established industrial
townships.

Let us see what is practi-
cally possible in the present
fluid and evolving situation.

The Government is com-
mitted to residential and edu-
cational separation and that

-9

"can be expected to continue

(except of course for the hun-
dreds of thousands of blacks
who live onrn white proper-
ties!) Ethnic arrangements
do have many advantages,
bhut let us give the blacks a
proper range of choices, eg
between city and snburban
living, and let us help them to
have proper infrastructure
and services befitting perma-
nent inhabitants of the great
metropolitan area.

Business, professions and
facilities in the central city
and the industrial areas are
rapidly heing opened up to all
races,

People of all. races are
working together. Even
though blacks might not have
formal political power they
do through their economic
contribution have influence
and a growing power. Our
safety must lie in the creation
of a large and expanding
black middle class with an
interest in the common
economy.

A parliamentary franchise
for blacks is not practical
politics at the moment but
neither is a connection of the
black councils to rural
homelands.

The political task that is
immediately to hand and that
is achievable is surely to
strengthen responsible Iocal
government for blacks, and
from that other developments
-can flow.

How much of the turmoil
and mis-government of Africa
is not due to the granting of
self-government on the
-national scale before ade-
quate institutions (both public
and private) and skills have
been created on the local
scale?

The historic boundaries of
established local authorities

-are frequentiy not relevant to

the present situation. It is
necessary to find an appropri-
ate scale for local anthority,
and I suggest that we need a

-metropolitan government like

that which was created for
Toronto in 1954 and in London

nearly a century earlier. -

For a start, let us take the
Jomet area, ie the inner
Witwatersrand. If we were to
create this as a regional gov-
ernment largely dependent on
the rural-dominated Trans-
vaal Provincial Council, we
could have a vigorous and

6

THERE IS NO FEAS-
IBLE WAY BY WHICH
VIRUSES OR RIOTERS
COULD BE PREVENT-
ED FROM CROSSING
THESE BOUNDARIES

inngvative body which should
be entitled to direct Govern-
ment assistance from therev-
enue which this area gener-
ates so largely for South
Afriea.

Activities like transport,
housing, municipal services,
employment and health all
overlap formal municipal
boundaries. They are largely
technical matters which can
be handled in a non-coniro-
versial manner and which
must be handled unselfishly.
There is no way in which
we could entrench privileges.
There is no feasible way by
which viruses or rioters could
be prevented from crossing
these boundaries.

On the Witwatersrand we
could have existing local an-
thorities as the lower {ier
handling matters of local con-
cern, with the metropolitan
government handling the
shared interests.

It could be constituted from
representatives of each au-
thority and 1 see no problem
in having white and black re-
presentatives sitting together
{(just as they have for the past
few months being admitted
together on to the hoard of
Jomet).

I suggest that it was a
great mistake when the
Transvaal abolished the Rate-
payers’ Roll on the municipal
elections and introduced the
Parliamentary Voters’ Roli
instead. That tended to make
municipal elections re-runs of
elections on national issues
instead of being concerned
with local matters.

It would be very good to

see people with vested inter-

—
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ests in the property and busi-
ness of the cities having a
direct say in running them.

And I believe that a com- .
pany owning property should
have a corporate franchise.
50 often ward councillors
take a parochial view, reflect-
ing only the attitudes of the
voters in their wards. Busi-
nessmen and industrialists
could strengthen metropolitan
government because they see
the need to draw labour .
across municipal boundaries -
and to supply goods and ser- .
vices widely. .

With proper local govern- -
ment must go free enterprise. -
Restrictions must be lifted on
trade and industry in black
townships (but with protec- -
tion in a transitional stage for
weaker black businesses). -

Ingenuity must be reward-
ed, opportunities opened up,
the Third World-type of trade
encouraged instead of being .
suppressed, ‘

Last month the Govern- -
ment published three Bills for |
introduction in the coming
session of Parliament, with
{he declared intention of im-
proving the lot of the urban
blacks and developing their
Jocal authorities to fuil
municipal status.

The intention was admir-
able but I consider that the
drafis are defective. For ex-
ample, they used the lack of
housing as an excuse for not °*
giving influx contrel permis-
sion to those people who are
inevitably going to be needed
in the cities, instead of em-
phasising the removal of all
barriers and the creation of
exira housing so that those
people can be accommodated.

In recognising old mistakes |
we should try to avoid new
ones. Have these influx re-
strictions worked? Do they
cost more to apply than they
are worth? What would
happen if they were to be
abolished?

There ought at least to be
some way of phasing out
these restrictions. ‘

Government monopoly of
black township development
and Government control cver
trade and industry in the
black areas have served us
ill. Prompt changes must be
magde.

The good news is that this
will be possible under the new
and realistic Government
policies which are now devel-
oping — but this will not
come about unless the private
sector does its own part and
adds its pressures to the
process.
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EXPER’I‘S are clash-
ing .over the likely
economic:growth rate
in the next two years
as the spectre of in-
flation looms larger,

Dr Joop de Loor, Dir-
ector General of I'inance
and the man at the helm
of the counfry's fiscal
policies, says ' the buoy-
ant economic conditions
of the past year are un-
likely to be followed by
any marked slowdown
this year.

Last year's ' growth

" rate pf nearly eight per-.

ment will stay at accept-

| - standard of lwmg for ail

J

4 ,
ﬁ"‘

cent is expected to re-
turn to a more healthy
9,0 percent and thle
sheuld be repeatecl in
1982 when demand over-
seas for South African
goods picks up again.

Dr de Loor believes
the economy could sus-
tain an average growth
rate during the next 10
years of 5,0 percent -~
a rate compatible with
raw material and finan-
cial and labour re-

S0uUrces,

At this rate empley’-

able . levels,

and the

population groups will

b <«improve.

.He says businessmen

should base -their plan-..
term:q a

- ping on g long
grewth of '5,5 pereent
Education and tremmg‘
will be stepped: un to

1 "'-‘l.h..,.[* 1 i 'Fj

percent.

By JACK BRICKHILL

'eeiniief the'l major ecorn-

omic bottleneck of the
shortage’ of_ skilled lab-
our.,

Dr de Loere TOSY plc-'
ture of ‘the future is
already looking a little
tarnished with inflation
around 16 percent and
still- rising, The hell for

leather .growth has run

into. trouble because of
the shortage of skilled
labour. Wages” are being

-~ forced up by around 20

percent a’ year and
prices are not fer be-
~thind, :

]"Jr Jehen Cloete, chief

economist’ at Bereleys
Bank, says the economy
last year was -over-

“stimulated by the Gov-

ernment who wunderes-
timated the impact of
the higher gold price on
businesgs confidence and
the sustained strength
of the gold price,

Stimulating consumer
demand by cutfing taxes
resulted in overheating
with ™ built-in inflation

"potential ‘of 17 to 18
The Govern-

ment will soon be forced
to take fiseal action
such as higher jinterést

JTates and mopping up\

with . Treasury
e«eeol down ac-

hqulﬂxt
““papers

- tivity and drep mﬂablen

'ifelleekes hag’ :l’ ereeaet
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a growth rate as low as
four percent “this year
and Dr Cloete says it
could be even lower in
1982, “The Government
talks abont the highest
growth rate in the world,
but this is not 11; fact
anything to - ‘boast
ahout,” he says. The in-
ﬂetmn monster released
during the boom will
mean that growth in the
medium to long term
will be lower than it
should be.

The jdeal is an even

tempo with no over- -

heating and no slump.

Professor Jan Sadie
of Stellenbosch says
he will be pleased if
even a four percent
rate is achieved 1in
each of the next two
years,

“T can’t be too

_optimistie,” he added.

Nedbank’s Dr Riet van

Schaik said five percent
should Dhe altainable
lhis year; but the rate
next wyear could be
lower. “Don’t expect
many tax cuts this
vear,” says Dr van
Schaik.,

Where will il all end?
African Eagle estim-
ates {hat in 21 years a
litre of milk will cost
R4, a bottle of whisky
RG67, a house worth

R40-000 now will cost

R380 000 and you won’t
get much changé from
R50000 for a small

¢ar,
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student of the degree course.

R W Kohne

L TA Prize

For the best student obtaining
a first class pass for a
dissertation in Building

Management,

S F Richardson
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" The peak of the is
nigh —

THE world economy is looking
sick, gold has been flat, in
South Africa interest rates are
on the way up and stock ex-
change prices have drifted
down — what kind of prospect
does that add up to?

On the surface it does not
sound particularly encouraging.

But it would be quite wrong
to suppose that the boom in the
South African economy is over
because some of the trappings
have disappeared.

It may well be, of course,
that somewhere into 1982 the
going might get tougher. |

The news that inflation in
1980, as measured by the year-
on-year consumer price, rose
by 15,8% must give cause for
painful thought to Mr Horwood,
the Minister of Finance, and Dr
Gerhard de Kock, the new Gov-
ernor of the Reserve Bank,

They are hardly likely to be
priming the economic pumps
this year.

All the evidence, however,
points to the fact that 1981 will
be a better year in growth
terms for the economy than
any since 1974 — except for
1980,

In absolute terms most peo-
ple’s real incomes will certain-
ly be higher at the end of this
vear than at the end of 1980,

We should not be deceived
into forgetting that, just be-
cause there can hardly be the
same explosive growth in 1981
as there was in 1980,

There is, of course, no
chance of a real growth rate
this yvear of 8% or so as hap-
pened in 1980.

House price rises will not
come within three leagues of
1980’s once-a-decade take-off.

The gold and industrial indi-
ces on the Johannesburg Stock
Exchange will battle this year

KD

Preece

to regain the peaks achieved in
1980.

In those circumstances it
might seem, misleadingly, that
the boom has quietly faded
away.

All this is assuming that
there will no new, large and
sustained increase in the gold
price. Should that happen it
might again seem like Christ-
mas all year, But at this stage
it is safer not o expect it.

However, as Mr Merton Da-
gut of the .Nedbank group has
shrewdly put it, there i3 an
irresistible momentum already
built into the economy which
will ensure an excellent year
even in adverse circumstances.

It is rather like a giant oil
tanker. A great deal of time
elapses between the moment of
decision to turn around and the
achievement of a 180 degree
arc,

In the case of the economy
many of the key decisions af-
fecting 1981 have been taken.

New factories and develop-
ments will be executed this

year that were planned some
time back.

‘Consumer spending will be
heavily reinforced by the en-
larged pay cheques that gener-
ally start at the end of January.

but not
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it is true that if gold aver-
ages somewhere near its pre-
sent level, the current account
of the balance of payments
could slip back into deficit in
the second half of this year,

But that will be no great
surprise and need cause no
alarm. Rising interest rates in
South Africa should resuit in a
large inflow of capital as trade
finance is switched from do-
mestic to overseas sources
again,

At the bottom of the scale,
some economists have suggest-
ed that real growth this year in
South Africa might not be
much over 4%.

At the other end, Mr Hor-
wood has suggested that 6% is
possible.

(In the memorable words of
Mandy Rice-Davies of Profumo
scandal notoriety: ‘‘He would,
wouldn’t he?’’)

The wider consensus is look-
ing for about 5%.

To put that in perspective it
would, if achieved, he a level
that would be dearly envied by
virtnally every other Western
industrial country.

But what of the broader out-
look? What is the forecast for
19827 And beyond?

Gold is obviously critical and

WOrry

there is no way of knowing at
this stage how it will behave.
One point, however, cannot
be avoided.
Some months ago I drew at-
tention to the spiralling growth
in the money supply and the

rather anomalous and lavish |;

praise that was being heaped |
on Government financial policy |
by many purported
“monetarists’. :

Since then money supply has
become a dominant issue.

Dr Johan Cloete, the chief
economist of Barclays National
Bank, has pointed out that the
rapid rise in money supply was
an inevitable consequence of a |
high economic growth rate
starting from a double-digit in-
flation base.

(This is not to say that mon- |
ey supply need, or should, have
risen at the rate it has.)

Dr Cloete has further com-
mented: ‘‘Similarly, any sig-
nificant reduction in the money
supply at this stage would sub-
stantially push up interest
rates, which have already
started to rise.

‘““This, in turn, would Ssoon
inhibit consumption and invest-
ment demand and so the eco-
nomic growth rate.”

Given the disturbing inflation
and money-supply rises, this
scenario is certainly likely this
year,

The authorities will be anx-
ious not to clamp down on
growth after the long recession
of 1975 through to early 1978.

But some restraint looks
probable. This could be felt in
1982 with growth then perhjps
edging down to 4% or so, may-
be even a little lower. i

Throughout the world, how- |
ever, even the weathermen !
seem to have better track re-

ords than economic
Jorecasters.
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Mr Heums

HOUSE OF ASSEMBLY. — South Africa's flourtshing economy
and changing social order had won widespread confidence in the
government, the Minisier of the Interinr, Mr Chris Heunts, said
yesterday,

The Republic's outstanding characteristic was orderly and
evolutionary transiormation, the minister said in the no-con-
fidence debate. The government had commiitted itself to politics
of consultation and negotiation.

Never hetore had there heen a greater awareness of the
interdependence between the authorities and the private sector,
and never before had there been greater co-operation between the
two groups, thanks o the efforts of the government.

The world had confidence not only in South Africa’s economic
stability but also its political stamlity.

The government was bringing about meaningful economic and
social change and it had taken the initiative to put South Africa on
the road to orderly constitutional development.

In contast with the government, the official opposition had
relinquished its claim to the support of the white electorate.

Instead. the Progressive Federal Party was wooing another
constituency comprising brown people, blacks and the outside
world.

The opposition was driving whites into the folds of small
extreme right-wing groups on one hand, and on the other it was
creating distrust of the government’s initiatives among black and
brown people.

Orderly constitutional development had to be accepiable to
Parliament and the people who voted for representatives in
Parliament.

But what did the opposition do to help the government hreak
down resistances among whites?

Most whites were not opposed to change and constitutional
development, “*but if you want a revolition in this country, yvou
should question the rights pi whites to sclf-determination’. Sapa
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the firgt nme months

of the CUrrent fisegal year,
dmotinted to R10 434-mi”iun, tip
21,7% on the Comparahle flgure

of last vea

r.

In his Budget Speech, My
i Owep Horwood, Minister of yoy.

SAMe prate
months g
PAst e
Could repe

Budget

monthg txpenditura
h Ris N2-million -

that ig H??ﬂ-m:lhnn Over

It i hnwwer, unhkely that
State Shending wip reactt ihg
Hgure The nsual pattern s for
the rate of ISsues from  the

to slow dovwn 1n the

last (hree months of the fisea]
Year and (o pe at a highor rafe

first few mnnths of

With Frévenue Feaching
RB 972 million (35% higher than
at the samn time last year) the
defltert js Ry 462-million which
has heep comfortahly financed
Ny hmrmwmgs and cash

million wax paid to the Interns.
tiona] Munf:tary Fund.

Examing the heads of expen-
diture. Detenee has spent
Rl 689-milhon 4 the firgt Mne

Of the fisey Year at this rye
the Defenee Vote coyld well be
overspont hy g Considerahle
amount,

Manpower Utilisation ;g an-
other vote Which leoks as if it

%m%xmm_———* ——

might beg DVErspent by the time

that finn) accounts are dragn
At present |f Seems that the

Police Yote could pe R50-mi]-

the end of Decemper Amauntegd
to R272-mullion AERINSt 3 yvote
of R310-miiltion What could e
the deciding factor g the
amoint of bu:’ldtng that g
charged by the end of the year,

Nationa] Education for which

07-million wae allocated a4
Spent R373-million by the eng
of December. This SNgfests
that Spending  hag Eeen mora
than the Budget rate

The amonnt of the Budget
SDIplus wily depend on ¢he over-
Spending by depuriments The
Mmmister 1S, hy Statute, allowad
SOMe Iatitude in kg tabled ex-
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By ALEC ROGG
THE GOVERNMENKT has
scaled down its economle

growth forecast far this yéar
from a maximum possible 6%
to 5% or o fraction lean.

This emerged in ua speech
yesterday by Iir Siroan Brand,
chief of financial policy of the
Department of Finance, and 13
in line with the growing empha
s1s on reining in inflation,

It is evident that top priortty
will go to restraining the rapyd
growth m the wmoney supply
even if it means shaving
growth a little. _

Dr Brand implied this in the
keynote addreds at Simpson,
Frankel's “'Insight 1into the Dos™
conference in Jehanneshury
vesterday

He was delivering the ad-
dress on hehalf of the NMimster
of Fipance, Mr Horwand whao
was unahle to attend

Dr Brand gaid the ineressod
atiention to the rising mflation
rate and the growth in snoney
supply over recent wonths
could he interpreted as a snift
in ithe emphasis of pelicy.

In 1980, the broadly defined
money sapply grew by an “un-
acceptably” high seasonally ad-
justed rate of 307t "and 1ntla-
tion rose 15,8% veai-on-year In
December.

But thig did not mmean the
Ghvernment had relinquished
its growth ohjectives

“In a medium to longer-ferm
perspective, the conclusions in
the latest Economic Develop-
ment Programme still hold,
narnely that 8cuth Africa needs
an average anneval growth rate
of at least 5%

“{owoever, to regisier an
average annual growth rate of
5% or mare it i3 not necessary
to have a 5% or figher prowth
rate every vear

“It is in any cvent by no
means inevitable that the
growth rate in 1981 will be
below 5%."

{Mr Horwood has previously
fargued that 64 might be
achieved )

Dr Beand said the emphasis
the authorities intended o
place nn ensuring proper Con-
trol over the rate of growth in
the money supply would cer-
tainly nnt be aimed at pressing
down the real growth rate of
the economy below the level
which the available productive
factors could matatain

The object of the apprnach
‘would be to ensure that domes-

tie liquidity ded et huild up o
an extent where the dermand on
goods and services oomid not be
met v SA producrian and
1rapurhs

in s entlonk for 1981, Dip
Brand <aid

o'the real gross domestic
prodoct woenld inerease 4t 4
fower rate than in 1930, hut the

rlse waoinld etyil o nhe
crespectabl”
ol rivate investinent covld

he cxperted to nold up welt as

§investmen® plens started In the

recent past were carrted oM,
but private roncgniption ¢ nen
(iture wonld prow 2 a gnete
nurderate pate tad 1o 1900
Glotparts wonnd oot e
feel the effecte of {he avak
eoonomue performance of Foutn
Afried’™s nualor trodde proae
and 1apht cven deerline 1 ol
e terins over 1041
Grinvided the witentinny of
tho authorities to 1efun proper
canfrol uver money-suppty
growih .ot he catinied
thiough effictinely  he nfla
tion rate cold e kept m
(hechk
aScuth Africa conld exprat o
vear of heaplthy connonnc
growth, a strong balance of
pavinents aml o worsemng 'n
the 1njlatton rate
“Parftenlarty 1f we oo
aranm] 48 11 the rest of the

o
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world, this prospect i nog

canse for despondency, hnd
something tn he grawefnl for &
Dr Brand cenpeladsd

Réplying to a qoestion, e
Brand said fouth Africt would
never 'play’ the gold maiket
hy withholdiug sippificant quan
tities of gold fo. aov ength of
timo.

Sutth Atriea was (oo depen
Jdent on goud fo its halane: of
payments and condd not afford
to test the “actual ' prwee of
gold by withholding supphes

(in the other hand, the falling
gold price would have hittle
mora than a psvcholegie . ¢f-
foct on the economy

Dr B3rand said the estirmated
gald price need for the Rud et
Was Alwat s Tvery Conservdge
tive', and ovep if {he price
shouid average 40 an e
1981, this would not upcet
calcitations
* In 1eply to ansther guestion,
Dr Biond smd a4 change i
145 usuary inuit on inerest
rates wais  after the roem
stropg upwaid e o rafes
belng considerdd 1 Pretonia
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By HAROLD FRIDJHON

A PHASE of stower growth in
the manufacturing and retailing
sectors of the economy with an
increase in inflationary preg.
sires is predicted by the lnj.
versity of Stellenbosch Bureay
for Feonomic Besearch for the
first quarter of this year.

The report, written by Dr O
D J Stuart, the BER'g chief
€conomist, 18 based on an Opin-
ion survey of more than 2 Q0D
ftrms throughout South Africa.

Dr Siuart says inflationary
pressures wijll Increasingly re-
flect the development and
worsening of various hottle-
necks

In the case of manufacturing

have heen identified as short-
ages of lahour, raw materjals
and the cost of financing, all of
which pomt to an acceleration
in the infiation rate.

After a peak fourth quarter
in 1880, many manufacturers
believe production and sales
will level off during the curront
quarter, :

Most appear to He well
stocked with raw materials,
but they have shortages of tin-
ished goods. This suggests that
preduction will have to be iq.
Creased to replemsh depleted
stocks,

Close to 60% of the industri-
alists who took part in the sur-
vey are still in a position to
increase production withont
adding to bwldings, plant and
equipment, but there are indj-
catrons that additional fixed 1n-
vestment will be undertaken in
the current quarter

The major hottleneck is g
shortage of skilled labour, al-
though a scarcity of good semi-
slulled labour is also hamper-
Ing manutacturers. Another
preblem area is the supply po-
s1tipn
dustrialists are CXpressing mis-

cost of financing.

An encouraging sign 1s that
Comparcd with the fourth quar-
ter of 1979 more factnry work-
ers were emploved in the last
qQuarter of 1580 and (he average

i

!
1

| hours worked were also higher,

Average total cost o umt of
prodiction has been Increasing
at a rate of aboul 10™% p vear
and the average selling price a
umt ot producticn was inereas-
ing at the same rate.

Whelesalers, ton, expect
business conditions to become
slower in the current quarter,
Thewr stocks are low and Dr
Stuart says this suggests that
either manufacturers will pe
asked to produce more goods
than they bargamed for, or that
more goods will he imported

Wholesale selling prires

'I_untrend

seem (o be firmly set on an |

shonld be viewed sectionally.

Distributors of semi-durables
sec the current pattern of trade
as continuing at the level of the
previous quatter.

In the non-durable field, trad-
ers expect a follow-through
from the fourth quarter of 1880,
but they report that a stock
problem is developing with n-
ventories too hiph 1n relation to

expected demand (This ap-
pears to be a littie
paradoxical.)

Prices in this area appear to
be running a Dhttle wild. The
average buying price a unit has
Increased at an annual rate of
137 while the average selling

price has gone up by 14%,

A significant deterioration in
sales 18 expected by retailers of
consumer durables after g very
good fourth quarter. Prices are
up 11% at the wholesale price
and 12% higher at retan.

Dr Stuart comments that
contrary to what was expected
by some economists, consum-
ers had ample cash because 1
the Christmas guarter retailers

reported higher cash-credit rg- |

tios compared with the
VIOUS vear.

Motor traders, after a buoy-
ant close to 1980 expect the
current quarter's trade to be on
a more subdued note.

pre-
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industry, these bottienecks |

of raw materials and - |
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MONETARY POLICY
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Decks cleared for action

If anyone ever seriously doubted that Gerhard de Kock
would act swiftly and decisively when he took over as
Governor of the Reserve Bank, those doubts must have
been dispelled this week.

In a little more than the three weeks since he moved
in, he has stripped the decks ior action in a major and
significant managerial reorganisation which was ratified
by the bank's directors at a meeting on Tuesday. It is
important because of what it presages.

It involves bringing to the central bank two of the men
who have played key roles in formulating the thinking of
the Commission of Inquiry into the Monetary System and
Monetary Policy. They are Professor Jan Lombard,
Pretoria University’s witty, jovial economics chief, and

Wits Business School’s banking expert, Professor Die-
derik Goedhuys; both convineed free marketeers.

The reorganisation also involves the abolition of the
bank’s antiquated single-line
managerial structure and the =77~ P

Fl
N AR

adoption of delegated areas, of
responsibility, each presided

over by a deputy governor with i .

direct executive authority. Chris
Stals will handle foreign func-
tions, Japie Jacobs domestic
ones and Braam van Staden eco-
nomic services.

The old post of general man-
ager (chief cashier) has been
abolished and the task divided
among four general managers,
assisted in turn by two deputy
general managers.

There is now no mistaking that De Kock has around
him a team of formidable influence and like mind. If Jan
Lombard is right in saying — as he did 18 months ago —
that the key to the meaningful implementation of a
managed float of the rand was an attitude of mind, it 1s
certainly not lacking in the top corridors of Church
Square now.

Moreover, plans are afoot to provide training abroad
for the bank’s money market and currency dealers. This
remains the area of greatest weakness if De Kock's
policies are to be properly and swiftly implemented. A
former Johannesburg money market dealer, Andre
Kock. will be handling the bank’s actual dealing in the
domestic market.

Lombard's position as special adviser with the bank is
to be temporary — although he 18 giving up board
appointments. His task will be to oversee economic Co-
operation in southern Africa, injtially through the estab-
lishment of a development bank over which he will

Lombard a
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attitude of mind

preside.

Goedhuys moves in permanently and will devote his
energies to the work of the De Kock Commission. Once
that is completed, his fulltime function remains unclear.
Meanwhile, if his recent papers on monetary policy are
anything to go by, his will be the complicated task of
formulating the reintroduction ot an effective rediscount
policy. .

So far as the local money market 1s concerned — and
in so far as this can be isolated from the bank’s foreign
functions — his is going to be the hot spot. '

Another rising star within the bank is the former
deputy head of the sconomics department, Jaap Meijer.
As assistant to the Governor he takes on an ADC role, a
tagk similar to that held by Stals in his early days with
previous governor De Jongh.

It is safe to say that whatever obstructive differences

there were in the past between
ity the Reserve Bank and the Trea-
71 sury, they do not exist now.

This is of crucial importance
to economic policy at present.
. The most urgent need 1s for the
| galloping money supply to be
reined in before inflation be-
comes chronic.

For two years, the Treasury
has been studiously financing
government activities in a man-
ner that has a contracting intlu-
ence on the money supply. But
this has been more than negated
by the Reserve Bank’s former

exchange rate, exchange control and rediscount policies.

Monetary policy was the one blot on government’s
economic record in recent years — the more so because
it should have been relatively easy to control the money
supply given the success of the much more difficult task
of restraining official expenditure.

1If confidence is to be restored 1n government’s eco-
nomic endeavours — and this is important if the capital
inflow is to be kept sweet to offset a shrinking trade
balance — then De Kock must lose no time in formulat-
ing and implementing policy measures.

This does not imply swinging the economy away from
growth. There is plenty of room for that even at a much
lower rate of money supply increase.

What is required is that the monetary authorities be
geared up to withstand the flood of liquidity that will

. come pouring out of the Treasury In April and into the
money supply. De Kock has got the ship, he has got the
men. There is no excuse now for inaction.
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| THE crack in the gold price

~ this week has sharply focussed .

‘ attention on the economic out-
look for 1981 and has no doubt
_created some concern that if

__ the gold price remains in the
- $400 to $500 range, growth could

. be hampered. And the new

" downward trend in share prices

-has not helped sentiment.

»  The Simpson Frankel investment

+ conference — traditionally the first

. seminar of the year which attempis

~ {o sight the economic barometer —

_considered the economic outlook to
he reasonable with a growth rate

- lower than last year but high enough
“to not he out of kilter with our long-
term objectives.

" Even with a gold price of around
$500 average for the year it is dif-
-fieult to foresee any serious prob-

; lems on the horizon. i

. Dr Frans Cronje, chairman of the

'*Nedbank Group, believes that the
real GDP growth rate in 1981 will be
around 5 percent and probably most
econgmists are aﬂmn_mmﬁﬁwum their

| forecasts in the 4 —5 percent range.
. Although the economic cutlook is

- fair it could prove a very exacting

. year for many business men who are

“not in tune with consumer derand

“trends or who fail to recognize key

.~economic indicators.

, - 1helieve there is a possibility that

| . a severe cash scarcity could arise as
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the year progresses, particularly if
the gold price remamns low and the
Western economies continue to show

little inclination towards growth.

In this situation the current
account of the balance of payments
would be in deficit for most of the
year as our imports relating mainly
fo the past year’s super growth,
continue to boom for some time
while expart earnings remain in low
key.

Interest rates are likely to rocket.
It is a fair guess that the rises thus
far are only the start of the cycle.
Thus credit may become Sscarcer
and a great deal more expensive.

As a corollary one can expect that
dividend retentions will increase as
firms are forced to plough back a
larger shice of internal earnings.
Thus dividend growth forecasts
made by some analysts could fall
considerably short.

How high will rates move? I would
not be surprised to see capital mar-
ket rates chmb to 15 — 16 percent
parrowing the negative return gap
and a substantial rise in mortgage
bond rates as well as building soci-
ety fixed depostt rates must be in
prospect.

Short-term money market rates

will rocket, too, resulting in an in-
verse corve as the genperal cost of
finance moves up.

Presumably, Government policy
will, correctly, be aimed at control-
ling the money supply after the past
year's rampaging money figures
which to many suggested the money
supply was well out of control.

Dr Simon Brand, chief of financial
policy of the Department of

.Finance, in an excellent analysis of

the current economic trend hinted
strongly at the conference that
money supply would be a high prior-
ity even at the expense of some
growth. This should help to lower the
inflation rate — which must be an-
other priority.

At question time in what was
probably the strongest pointer to the
expected interest rate surge Dr
Brand said that a change in the 14
percent usuary ceiling on interest
rates was being considered.

Dr Brand's speech also seemed o
suggest that the growth rate could
well be five percent this year which
was in line with Dr Cronje’s view.

One could argue that forecasts of

a five percent rate are a shade
optimistic with 4 — 4,5 being closer

#

to the mark but it must be consid-
ered that the ecomomy is in full
stride with tremendous impetas
acrosss the spectrum. The pattern
has probably already been set for
the first six months.

Investment {(private fixed) will
continue to rise for some time as
industry expands.

The postponement of the Budget
due to the April general election has
no doubt given the authorities a
welcome breather to study how
Reagan copes with the United States
economic ills and to monitor
progress in Britain, Germany and
elsewhere. And of course a clear
gold price pattern should emerge
towards the year end.

The Budget, instead of merely
being a ““neutral’”’ marking time ex-
ercise, will once again be cast in the
role of a major policy instrument
when it takes place later in the year.

The economy has been running at
full tilt. Industrial production. is
probably around 90 percent of capac-
ity and one only has to see the
volume of job advertisements in the
daily press to chserve the manpower
and other bottlenecks. Thus a pertod
of slower growth will be salutary in
preventing the onset of a wave of
dernand inflation.

Apart from the scenario of
rocketting interest rates there counld

be marked changes in the pattern of -

consumer demand, particularly if
inflation remains high

It is clear that consumer demand
will not grow at the same level as
last year and this should be clearly
reflected in segments of the retail-
ing sector.

Dr Cronje expects slower growth
in sectors producing durable con-
sumer goods such as furniture and
motor vehicles and to a lesser extent
in the clothing and fcotweay sectors.
It is reasonable to expect a substan-
tial slowing in overall real consumer
spending.

A key part of Dr Cronje’'s speech
dealt with the balance of paymenis

-

This 15 the second in the series of articles dealing
with this week’s Simpson Frankel investment con-
farence in Johannesburg. Financial Editor Paul Dold
examines the economic outlook for the rest of the
vear and finds while the the barometer is set fair,
business men may have to adapt to new forces in
tho economy.

will soar this year

ontlook and expertly analysed the
various components.

“As a result of the almost 25
percent real increase in private sec-
tor fixed investment, the large out-
lay on inventories, the rise in the oil
price and apparently substantial
military imports, the value of im-
ports rose by about 45 percent 1n
1980,

‘‘Fifteen percent of the rise was
accounted for by rising volume after
a marginal decline in the volume of
imports in 1979. In 1981 private sec-
tor fixed investment should rise
sharply again but the growth in total
imports should be somewhat slower
than in 1980.

“But a further rise in imports,
rombined with a relatively poor ex-
port performance and a gold price
around present levels, implies that
the current account will be in deficit
for most of 1981.

“If the current account 1s in defi-
cit in 1981, it seems likely that the
net reserves may also come under
pressure. Whether the net reserves
will in fact decline will depend
largely on the authorities’ manipula-
tion of the capital account of the
balance of payments.

*The De Kock commission may
well recommend a further disman-
fling of exchange controls which
may trigger a capital outflow. How-
ever, if South African interest rates
remain high, inflows, especially on
the short-term capital account,
could largely counter a drain of the
gold and foreign exchange reserves.

“There is a large hidden reserve
built into the short-term capital
account because of the large
outflows that occurred in 1980. Aiso
South Africa’s jnternational
creditworthiness clearly improved
in 1980, substantially increasing the
scope for long-term foreign borrow-
ing. However, after a year of
strongly rising reserves, some de-
cline will in fact fit in well with the
overall policy cbjective of curbing
money supply growth.”

Examining likely monetary

-

policy, he said that in niew of the
build-up in the money supply last
year monetary policy will probably
remain restrictive

“If however, the balance of pay-
ments and the conduct of fiscal
policy exert a deflationary influence
on the money suypply, monetary
policy need not be tightened signifi-
eantly further from iis present
stance Continued open market oper-
ations and increases in the bank rate
should however be expected.”

And on the Budget outlook he said.
“Recause 1980's rise in real GDP
exceeded the authorities’ growth
goal and hecause it has started to
push the economy close to capacity
constraints, creating concern with
demand inflation, the 1981 — 82 Bud-
get cannot be expected to contain
more than marginal tax cuts

“Also, despite financial demands
such as those for public sector and
teachers’ salary increases and possi-
bly increased defence spending, io-
tal government expenditure will
probably again be budgetted to rise
by about 17 percent.

“The net effect is likely to be a
tightening of fiscal policy. Combined
with tighter monetary policy this
will mean a substantially different
policy package from that at the
beginning of 1980 . p

Dr Cronje believes that interest
rates witl rise this year. The liguid-
ity base of the banking sector is
unlikely to have the hoost it has been
receiving since 1977 due the BOP
being 1n deficit,

“At the same time the central

- government is likely to run its af-

fairs in such a way as to make a
minimal, if any, contribution to that
liquidity base. If, under these cir-
cumstances the banks have to sat-
isfy rising credit demand, interest
rates are bound to be under greater
pressure.

‘‘Tnitially, the demand for credit
and capital will become strong in
1981 even if real economic growth
slows down. The need for working
nmw:m_ 15 at its strongest when con-
sumer demand starts to level off.
Typically, and this is almost certain
to be the case in the present cycle,
private sector fixed investment stili
rises rapidly at that point with clear
implications for the demand for
capital

“However I should immediately
add that there is an important set of
reasons for not expecting the recent

as liquidity

rate of interest rate rises to continue
through 1981. In the business cycle
upswings of the 1870’s private and
public sector demand for capital
expanded simultaneously.

“In the present cycle this has not
been so and ¥ expect the demand for
capital from virtually all public sec-
tor bodies, except Escom, to rise
only moderately in 1981.”

On the share market he said:

* % 1 think the industrial market is
in a long-term bull phase that
started in 1977 and may last for most
of the 1980’s. There is, however,
bound to be short-term swings
around this cycle which will be in
some way related to the swings of
the business cycle. The weakness
that started to develop in industrial
share prices late last year probably
form part of one of these brief and
shallow bear pahses that I envisage
during the 1580's.”

Of the gold price: ‘‘What 1s going
to happen to the gold price is any-
one’s guess ... All I can say at the
end of January 1981 is that I do not
regard it as probable that the aver-
age gold price for the year will be
substantially higher than that ruling
at the present time ($350). I would
however comfort myself to some
extent by anticipating a higher price
level towards the end of this period.

‘““The implications for gold shares,
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if these asumptions are correct, are
quite clear, The combined negatives
of lower price, higher exchange
rate, falling grades and most
particularly rising costs and ir-
reversible commitments to capital
expenditure programmes will lead
to conservative dividend distribu-
tions in the months immediately
ahead.

“It may bhe argued that share
price levels have already moved to
compensate for this scepario but it
is in the nature of the gold share
market to be volatile and to exhibit
the extremes of periodic opiimism
and pessimism.

‘““The outlook for commeodity

prices and export volumes is not
encouraging and I would be sur-
prised to see the absolute level of
profitability being maintained in all
but a few exceptional cases. Against
this background we must address
ourselves to the ouflook for the ma-
jor mining finance houses and it is
here perhaps that I am most
optimnistic.

“Over the past few years the
houses have experienced very large

.cash flows from fheir various min-

ing interests, particularly gold. This,
in turn, has led to an extremely
sound and liguid financial structure
to the extent that they are well
placed fo take advantage of new

1ghtens
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‘
developments in the event of fn
early upturn in world economic egn-
ditions and to consoldiate their
diversified interest 1in the optimistic
eConomy. .

E

‘‘An mmportant market-related
consideration for most investors js
the surpising lack of new investment
opportunities and the scarclty 'of
sound financial assets to meet the
growing cash flows of the
contractnal savings institutions,
matnly insurance companies and
pension funds. ,

“1 do not foresee widespread é&q-
uity capital raising projects and am
of the opinion that a modest scarcity
premum will apply in the equity of
soundly managed eompanies
throughout the economy "' '
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" Pretoria Bureau

A RASH of price and tariff
riges is expected soon after the
General Election on April 28,
according to Prétoria sources.

Goods expected to be affect-

ed include maize and maize

products, cheese, butter and
{resh milk, followed soop after
by price rises for other rilk
products — and rost disturbing
of all, a bread price hike.

According to the Wheat
Board, the present subsidy on
bread amounts to R17-fnillion a
month — more than R20%mil-
lion a year. y

The subdidy was raised last
October to avoid a further
increase In the price of bread,
which has remained at 3lc a
white loaf and 2lc a loaf for
brown and wholewheat since
last April.

A board official pointed out
that bread consumption was
riging sharply, mainly becauge
better-paid blacks were switch-
ing from traditional mealie-
meal to bread ag a staple.

The more bread sold, the big-
ger the suhsidy has to be. .In
1976-79 bread produciton was
estimated at 1192 91t tons. In
1979-8¢ it rose by 9,7% to
1 308 900 {ons.

Pretoria gources say the
extentsof the subsidy on hread

would have been reviewed and
included in the main Budget In
April,

There would also almost cer-
tainly have been a rise in the
hread price.

However, the main Budget

will only be submitted to Par-

liament duting the first session
of the new Parliament in Sep-
tember or October. ‘

It is cxpected, therefore, that
the Government will get aside
new funds in the little Budget

to hold the bread price at pre-
cant levelg, at least until the’

main Budget is presented.
Then a bread price rise i3
expected.

Farmers claim they can give’

strong reasons for price rises
of between 20% and 26%.

But, they add, in view of the
Government’s expected intensi-
fied carnpaign against inflation
this year it would he unrealstic

to expect price rises of more’

than 20%.

However, if the authorised
inerease is much less than 20%,
an angry reaction from organ-’
ised agriculture is certain.

According to the SA Agricui-

tural Union, the Farming Reg-
wisites Index — the agricultural
equivalent of the Consumer
Price Index -—— rose by a mas-
sive 26% hetween October 1979
and last Qctober.

And, according to the De-
partment of Statistics, CFl
food prices rose by nearly 30%
lagt year.

Other price rises which may
he delayed until {he man Bud-
get ig tabled include Reilwavs
and Post Office tariffs.

The Minister of Transport,
My Hendrik Scheeman, and the
Minister of Posts and Tele-
graphs, Mr Hennie Smit, will
{ntroduce their little budgets in
{he Assembly later this month,
and ray give some hint of
what can be expected.

The chairman of the FFederal
Consultative Council of Rail-
way Staff Associations, Mr
Jimmy Zurlch, sard a combisa-
tion of pay rises for {he 260 0G0
Railways workers, and an
expected fall-off In high-rated

import traffic and in exports, ;

would make it virtually impos-
gible to keep tariffs at present
levels,

The Post Office, it is pointed
out, will also have to find an
additional R50-millicn or more
to fund its share of the pay
increases to he announced for
all public sector workers later
this month.

This, coupled with a dynamic
and costly continuing develop-
ment programme, could neces-
sitate further tariff rises.
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BY PAUL DOLD

cial civeles that the

Interogt rates will hound

! Financial Editor Government should, if neces-  ahead still further bat, hopedut-
TIIK authorities last night took sary. cacritire some growth v the inflation rate sl stahi-
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thetr firet major step to negate
the growing danger of demand
irflation by raising the bhank
rale one percent.

Heserve IBank Governor Dr
Gerhard De Koeck sqid in a
statement that 1t wa< impera-
tive for the authorities to re-
gain ofteetwe control over the
money supply and add mone-
tary discipline to the existing
fiseal disciplines 1if the threat

fthis vear i the countrv i< {o
avold still hgher inflation, and
15 1n Jine with Senator Hor
wood's growth with tfinaneial
disciphine policy,

The anti-intlation measure 15
all the rmare nofewarthy in that
thie announcoement comes ahead
of a vital goneral election Few
can thus daubt the determin:-
fion of the able team af the
fimance minisiry to cnme to

Jize once the full package 15
miroduced

It tust be only a matter of
{time hefore the athorities re-
move the 14 pereent ceiling on
the Usnary Act,

The fact that the hank rate
was raised by a fall percoent to
eipht pereent suggosts the an-
ihorities are determined f{o
slash the money suppiy This s
particitarly clear of one consud-

ol acceleratmg demand nfla- grips with the anflation  oers that the gold price mav TWIOIIWAHD
tion was tn be avouded nroblem remain depressed for same
And he hinted that the hiking The rasing of the bank rate {yne

of (he bank rate to epht por-
cont was only the fired <ten in a
new anteinflwon programme,

The annnuncement gnder-
seores the consensus ih finan.

is homwl o raise the cost of
eredit o consumers both  d-
reclly thiotigh more egpensive
avordratts aad b makmye ored
1 far sedareer
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The cconomy has ciearly be-
come overhealed buat a snstam-
abte growth rate this vear of
hetween 4.5 and 5 percent
shauwld no! be severely ham-
pered hy the planned measures
Last vear the cconomy grew by
some 81z percent which 1s far
foo high a rate and this has
reasulted in numerous bottl-
necks such as manpower short-
apes  The Government's plan
probably is to ease back the
grawth rate o a more sustan-
ahle rate thus preventing the
mithreak of the much feared
demand inflation which would
lead o defmite severe hrake on
growth hoving to he adopted for
come tirne The riee in the hank
rate is a sign that the toom is
i 1t miature sthages

The money supply (the
hroader definition) grew by a
mas<ive 3 percent last vear
whieh 13 oxcessive,

The authoritres have heen
tevine to mop hiquidity through

PUDBTET DO 4 increased  cash  reqguirements
SUa)Y U [or banks and sabstantial
amounts have been transferred

SMIIM d F tn thie stabihization aceount at

Butiung
LOWTNG {4
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the Reserve 3ank

The government will also be
plavimg s part m holding back
mtlition this vear by maintawm-
ing o {ight rew on S{ate expen-
drfure with pgovernioent
spending  unlikely to rise hy
more  than 17 percent -- or
roughly tn Tine with the india-
tinn rate

The mator 1ssue 18 whether
the authorities can 1 fael,
hring a oney supply which

has =eemed out of control to
:I'IOMGI:F;.'E—] J 9 SS?['E hehave as it should The caiher

dallar discount svstem ap-
peared to have many disadvan-
tagoey,
. s The problem of controlling
sIpa/ [PUT4 puo pIg "pPHe o4 tho m-:!mvv cupply 1s heng
Yobs UT juapnls 31s3( a'—-Ifl-q faced 10 Britmin and elsewhote
' and there «cent ne instant solu-
STPPal UoT3 DIDIH tion. It seems probuhle that Dy
e Kock mav introduce mone-
tary aggregates and targets as
- part of his money supply con-
MT.ONS ([0l measures or even move
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THE GOVERMNMENT
lagt night fermolly pulled
in the reins om one the
greatest economic hooms
cyver experienced in
South Africa by shifting
priorities from pgrowth to

splidate gains for continued or-
deriy progress, Dr Gerhard de

itc The increase, to cight per-
cent, means another npward
airge  interest rates, inelud-
ing overdraft and mortgage
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Joss than a third of thoge ruling
at the peak of the market late
lust vear. -

The authorities tnaintain that
the return ta a real growih of
about five percent this vear in
the value of all ponds and ser
wiees produced m the conntry
would perinit orderly, sustit-
able eceonome  improvement,

while alleviating ~ hottiencoks

P

il ] ..-..-mf';-pl‘:'h
el W g Qrlloek, | IR el

increased confidence in the
peonninic future of the couniry.
as shown by the substanhal m-
creases n real ined anvest
ment and in consumer-spendinf
i the private sector

Nr f)n Kook said that the
enrrent acconnt of South Afr-
¢a's halance of paymenls -
which basically reflects iis
{rade position with the rest of
{he world - showed a sumplus
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by f:;.%: ﬁ ‘“% *;??a“% of hefween R25hillion and
I 20 AR R g pithon for 1980 as a whole,
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in spite of an increase of about

money supply (mnney pius
near-inaney) between Novemn-
hor., 1970 and November, 1980
was. however, very, disturinng
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' By HOWARD PREECE -
4y . Financial Editor . .
_TOUGH action 1o raise interest
~:rates-in’ a-Hid to curbinflation-
‘ary pressures. in theieconomy
‘was announced in Pretoria yes-
terday by Dr Gerhard de Kock,
thé .new ‘Governor of the Re-
‘serve Bank.” ¢ ' ¢ ST
- 'He said- Bank ‘Rate,- the ke
. official * guideline to -interest
rates, would go up-from 7% to

a -

8%. i - :
“This ‘means. that savers ‘can
. soon expect to“earn more on
 their, various types of deposits
‘with - banks," building-Societies
“and the Post Offices «: . -
. But ripple effects are. bound
to put further.upward pressures,
. on home loan mortgage:rates.
- The-building - societies] have
" already announced-a 0,75%rise.
inmortgage rates,.applicable-;
to existing bonds from’March 1.
Rates will then range  from.
9,75% to *11,75% .on -bonds  of.
* R40 000 ‘and ‘more, ‘and-a fur- |
ther rise later this year: Now
‘seems absolutely cerfain.’,
"~ Overdraft:rates will*Yise by
at least 0,5%, perhaps by.mere. .
- Evidence of ‘severe inflation-
‘ary“pressures in thé‘iqqcﬁﬁuniy
t:g‘lﬂ'l the

has.' been mounting;!’
I ﬂﬂﬂ.‘ rEEn . U“n,.-" I!- ’.Il-:r"" ot i
| Consuimer Price Index.rising by
| 15,8% during ‘1980, and--money
supply ‘expanding, rapidly as the
economy:soared tg. ay real
ir e T A L ff..-l
grnwttgi rate*of 8% lgstp year. .,
e "‘:iﬂ: *"':L. r"l: Y *" - 1r
- .. '@®'See Page13 - s
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CAPWI‘OWN — Suuth Africa g "‘a health rete eeuld still- be
‘decentralisation policy was un- xpeeted with 6% being
‘der'review and incentives were achieved this year.

being restructured .with a view,
‘to. making them- more ettraea
tlre, the Minister. of Industries,
Commerce and Tourism Dr
Dawie de’ Villiers-said-in Cepq
Town yeeterdey Do

" Speaking at a Cape Chember
ef Industries luncheon; he said:
Tt is-common knewled e that -
‘the present upswing" in the
economy is in the first instance.
. attributable to:our export per-
formance to which our mining
‘industry, and in particular the
-spectacular increase in the
price of gold, madeé an unper-
. tant' contribution. '

““We must, however, become
less dependent ona eingle com-
modi
clear that-the driving force in
the_.country’s. eeenemie grewth
i the; ‘long -term "will be;the
menufeeturing mduetry

Fer ‘the peet _three- yeare

1

'"*"m."!?

there»..hed.» beeri a- cyclical Up=*

ﬁ-.lrmg n
ough: t
that di*‘
rate- e%
Eeuld n

.had - to ‘be accep ted
waxceptional grewth
early 8%" last year
eentinue indefinitely,

“inithe  economy, and_ al-'-

Although the Cape did not

have the mineral wedlth of -the
rest of the country, it had made
a substantial contribution to the
industrial development of: the
Republic. , ,

The Bureau for Econgmic
Research . at Stellenbosch. Uni-
versity had almost completed
its. twe year study of rail dis-
tances and transport costs from
the. Cape to inland markets.

The .role of the Government
in industrial growth . was pri-
'marily. one of ensuring a cli-
mate conducive {0 development
and, within the concept of de-
eentrelreetlen Atlantis in the
Western Cape had been eetab-

ty such as gold,‘and it 15:; lished as a growth point.*

“The whole deeentrelleetlen
policy is now under review;and
the incentives for, deeentrehee-

tion, -are .bejng . reétrueturedq

wrthee view 10 makmg heri

more ettreetwe ’*f‘ ‘T

|*'r

industrialists.” e
Dr De Villlere said_ that thef-
export promotion eeheme of his .
department was . expeeted te
support industrial: grewthrln the

A———— — A T —k

,Weetem Cepe further :“:npe-t
T it

~
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.’} "By GERALD REILEY"*
PR ‘Pretoria Bureau L
SOUTH. Africa can 'expect a
. {'good rews”’ little budget on
" February' 16 -and a ‘‘bad
“‘news’> main’ Budget, inj
‘August, the -PFP’s finaﬁi:e’%
- spokesman,- Mr - Harry:
. Schwarz,.said yesterday..” "
The, Government, he . said,”
would. ' squeeze-, maximum |
.‘election. advantage from the!
*"Part Appropriation debate. |
Electoral - sweetening - moves’
' “like, public - sector -pay 1n-
_crease announcements and a
, staterhent . of intent to- im-,
- prove ‘the .lot' of+ pensioners
were virtually certain.io be
announced by the Minister of
Finance, Mr Owen Horwood:
\Mr Schwarz pointed out that
with more than 400 000 white
public sector workers, -in-
cluding 60 000 teachers, and
nearly 500 000, ‘whites over
the age’of 60, most of them
pensioriers, there ‘was. .a
Jarge mass of voting power
which the Government
would try to influence by
little budget concessions. .

—n.
4
-

snother virtual certainty.was |

that Mt Horwood would not

announce the introduction of

fringe henefit taxation.
jenior’ public servants in Pre-

“toria. expect the Minister to

. annourice that ‘cheap housing

' loans available to public. sec--

. {or -workers would ot ‘be

.gubject to the tax. = - .

Mr Schwarz said'this'would be
anothér move -calculdted to’
slow -down the ' drift” away
from‘ the Government which
it: was."feared " was - taking.
place among railway:and-
post *office workerS-and a
section:.of teachers; the  po-
licg, alid State Déepartment.
It washardly likely the Gov-
ernfiient: would neglect ‘this
vulnerable “political” support

areal’ ', - v .
Ir‘Schwarz said there: was no
doubt::the’ Prime Minister

had,bblome anxious about

.thﬁﬁﬁéf ‘of “this “Tiberal”

rhetofitfon d large section of '

NafighaisParty support, and
thé-possipié strengthening. of
- the7HNE with NP defectors.
higiWas:W iy every stop would.

niliédfto exercise a8 maxi-

L debatedgy o < o

! g;if y igasenefits, Mr nghwa‘rz,,

" iERiertad pit A question on”
-3f48igek’s - order. paper;
hilliich'gyould be replied to in

LS sembly teday by ME |
SHbFwaod:” Mr Schwarz -has

rrrrr

' dgf '*-‘if‘jfeuﬁhﬁ 1S, II,"' ‘ “z“-;n’r,.i,f LA
1 Meanwhile ‘ organised ’'com:
| . merce and industry believe

a . the: - Minister . will broadly

_ 7. deal, with- fringe benefit tax

HEEEER oo i the T

Organised commerce has told

| Mr Horwood companies will

need time to reorganise em-

ployee’s pay packets against

a background of the extent
of the tax.

It is, therefore, confidentially

forecast that the fringe

henefit tax will again be de-
layed — until the 1982-83 tax

year.

| ALEREEYim to™ outline his |
t T r E;

By e Ao ML L H
mugnifinflience; on -yoters.in,:
 LihewBunt - Appropriation

rl'lr;qp ;o r'- 4 ‘-I--I!ll :"‘r".. iq"
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INSIDE MAIL

It is one thing to produce such a people and quite
another to keep them satisfied with their position
— NIMROD MKELE

THE assiduous wooing of a black middle class as political
allies of the ruling whites is of pivotal importance to the
reformist policy of the Prime Minister, Mr P W Botha, and his
verligte advisers, but the stratagem is not new.

Encouraging the emergence of a “stable :Mn&m class’ was
the shibboleth of the old United Party long before the slogan
was taken over and refurbished by the ruling National Party.

Even before Mr Botha became Prime Minister in September
1578, the National Party had begun to loosen the fetters which
it had previously placed on the emergence of a urban-based
black bourgeoisie.

But there is no doubt that Mr Botha has popularised the
policy and given it an urgent dimension, especially in his
impassioned rhetoric about the need {0 avert revelution.

In one sense, however, June 1976 is more appropriately
highlighted as the starting point of the ‘‘new’ policy than
September 1978: its stimulus seems to lie more in the outbreak
of unrest in Soweto than in the accession to power of Mr Botha
as the new premier. ‘

In May 1976 the first steps were taken to remove restraints
on black businessmen in urhan fownships when the ban on
blacks forming partnerships and companies was lifted,

But this slight easing of the constraints on black trading
imposed by the 1963 and 1968 regulations was accompanied by
an attempt to link urban black businessmen to their designated
homelands: possession of a homeland citizenship certificate
was made compulsory for traders,

To guard against too sudden a shift from the old restrictive
policy ~- which constricted black businesses to the provision of
essential daily household needs — two further constrictions
were imposed: -

1 Applications for business sites ‘larger than 150 square
metres had to be approved by the then Minister of Bantu
Administration and Development;

2 The number of business activities open o urban blacks was
still limited to 26.

. In 1977 these restrictions were removed in the wake of the
Soweto unrest and the concommitant anxieties which the
radicalism of young blacks aroused in white businessmen.

After that, of course, Mr Botha became Prime Minister and
further steps were taken to eacourage the emergence of a
black middle class. The new direction had already been set, but
Mr Botha undoubiedly moved down'the chosen path more
decisively and rapidly.

Innovations under Mr Botha included decisions to open black
townships to white capitalists in partnership with<black entre-
preneurs and to encourage black involvement in light manufac-
turing in townships by making loans available from the
Industrialisation Decentralisation Board.

These post-1976 moves must be linked to an associated
process of facilitating the emergence of a black propertied
class in the urban areas. In the aftermath of 1976, the policy of
denying urban blacks the right to own their homes was
abandoned.

The first shift came in August 1976, with the abolition of a
provise requiring homeland citizenship certificates from blacks
wishing to take advantage of the 30-year leasehold scheme of
home ownership (which had been abolished in 1968 but reintro-
duced in 1975). .,

The proviso aroused black opposition and was thus an
obstacle to plans to facilitate the emergence of a “‘responsible”’
urban propertied class. It was dropped post haste after the
violence of June 1976.

Later, in December 1978, a new 99-year leasehold scheme
was introduced. It is not coincidential that the Urban Founda-
tion — which was set up by powerful white business interests in
November 1976 to forestall the drift to socialism among young
blacks — made money available to speed up implementation of
the 89-yvear scheme.

Another factor of relevance to stimulating accelerated
growth of the black bourgeoisie was the rising financial input
into black education. The motive here was not simply to
increase the number of the educated blacks but also to make
good the shortage of skilled whites. . .

Ever since the 1972 decision to lift the R13-million ceiling on
State funds for black education, the amount of money made
available rose steadily. But the rate of increase appears to
have picked up markedly after 1976. i

Between then and 1980-81, expenditure on black schools in
white-designated areas rose more than fourfold, from R58-
million to nearly R250-million,

L T T e
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Another perspective to the policy of creating a black elite
appeared .in 1978, when the old power to exempt select blacks
from the pass laws was restored to the statute book. Although
it has not been used on a large scale yet, there are reported
moves to make wholesale use of it in the years ahead.

The wooing of an urban-based black bourgeoisie is rightly
perceived as a post-Verwoerd development. But in another
sense it might be viewed as a logical extension of the policy of
ﬂmm.mcqmma_._m and independent homelands pioneered by Dr

erwoerd.

Verwoerd saw the chiefs and headmen — the traditional
elite,:in the parlance of modern sociology — as the “natural
allies” of white government, and his homeland policy sought to
bolster their authority and to forge close ties between them
and the whites.

Restrictions were simultaneously removed on black entre.
preneurs in the homelands. Loans were made available to
them. The result was to encourage an alliance between the
traditional rulers and new elite as common beneficiaries of
the homelangd poticy.

The limitations of Verwoerd’s policy were exposed in 1976.
His successor found himself without the support of a substan-
tial class of black auxilaries in the urban areas. There were too
few beneficiaries and too many reotless proletarians or ““‘tem-
porary sojourners”. ’
1he post-1976 policy represents an attempt to expand Ver-
woerd’s policy to the urban areas: not in the earlier crude
form of trying to establish the authority of chiefs and headmen
%mmm.m but in the sense of creating a new class of “‘responsible”’

acks.
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It is difficult to quantify the impact of the new policy in
precise terms, but there are indications that it has expanded
the ranks of the black middle class (which, it should be noted,
is notoriously difficult to define).

The indicators include:

1 An increase in the number of licensed Soweto traders from
less than 1225 in 1977 to more 1 700 in 1980, The presumption is
that increases of the same or similar magnitude took place in
all South Africa’s main townships — with the exception of
those around Cape Town, where the coloured labour preference
policy generally hampers black development;

2 The slow but steady growth of leaseholders. In townships
under the auspices of the West Rand Administration Board,
there are nearly 2 850 home owners under the 30-year and 610
under the 99-year scheme. These figures do not take into
account the 30-year leaseholders who acquired their homes
before the temporary abolition of the scheme in 1963

® The sharp rise in black matriculants from barely over 9 000

in 1975 to 40 000 last year. The implications were spelt out hy

Professor Dries Qosthuizen, of the Rand Afrikaans University,
in a recent address. By the year 2 000, biack matriculants will
outnumber white matriculants by 3,5-to-1, he forecast.

In a recent analysis of official manpower surveys, two social
scientists, Mr Charles Simkins and Mr D C Hindson, traced
class changes within the black communrity.

They found that the biggest increase occured within the ranks
of the *‘petty bourgeoisie’’ (which they categorised as profes-
sional men, clerical or white-collar workers and supervisors).

Where the proportion of black workers dropped from 90,96%
to 86,68 % of the overall total of economically active South
Africans between 1969 and 1977, the proportion of petty
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'The old restrictions on the emergence of a black

middle class. are being lifted rapidly as the
National Party seeks to bolster its position — and
that of whites generally — by encouraging the
growth of a stable, propertied black class with a
stake in the systemn. PATRICK LAURENCE ex-
e , ; amines the evolution of policy from the days of Dr
P SN C Verwoerd and assesses the reformist hopes that
_, : the black bourgeoisie will become the political
auxilaries of the white-controlled society.
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bourgeoisie rose from 8,66% to 12,85% over the same period.
Black “owner-occupiers’ increased marginally from 0,39% to
0,46%.

These figures relate to the period before Mr Botha took over
as Prime Minister to give added impetus to the policy of
encouragirig the emergence of a black middle class.. Mr
Simkins was confident that the same pattern would continue
apace under Mr Botha,

In a article in the latest issue of the Journal for Southern
African Studies, the British scholar Dr Roger Southall argued
that the new policy was beginning to pay dividends.

In the past the black middle class had been so hemmed in
that it had little or no hesitation in linking up with the masses
under the banner of African mationalism, he said.

But ‘““in recent years the African petty bourgeoisie has
adopted a less implacable and more ambiguous stance toward
apartheid.”

It is a major tenet of Dr Southall’s thesis that new black
middle class is not an automonous class with capital and
resources of its own, but a captive of white capital.

Dr Southall does not specifically make the point, but the new
formulae for the entry of white capital into black townships
may be seen as evidence of his peint.

Theoretically, of course, the balance of power should lie with
black capital under the prescribed formula, which stipulates
that blacks should own at least 51% of any partnership.

But, with vasily more resources .and experience at their

disposal, there is little to stop thd white capitalists from

controliing the partnerships through black surrogates.
Thus it is not surprising that the black entrepreneurs behind

the Diepkloof development complex had to borrow money from

white capitalists to keep their project afioat — or that the
company tipped to win the contract to develop the Jubulani
complex in Soweto is backed by both black and white money.

The long term loyalty of the new black bourgeoisie to the
white establishment is a matter of debate. But certain seg-
ments of it are likely to be less than steadfast in their support.

Short of a major change in the existing political structure,
.the rising generation of black matriculants is unlikely to
remain politically quiescent, much Iless pillars of the regime, if
the research of Dr Melville Edelstein is taken as a guide.

Dr Edelstein who, ironically, was murdered by black youths
in Soweto in June 1976, found ‘‘inadequate political rights” to
be the strongest grievance of Soweto matric students. His
research showed further that they were hostile to the idea of
homelands and in favour of a supra-tribal African identity.

The support of the ‘‘petty bourgeoisie’”” — the white coliar
clerks and supervisors — is comparable to the shifting sands
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