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Be pragmatic on finance, SA told

SA’s entry into the global financial mar- «The complexity of structure and the

ket would be eased if it adopted pragmat- difficulty in interpretation that we exper-

ic and authoritative financial regula- jenced with those first rule books taught

tions, said Michael CGordon-Williams, us lesson No l:in a gelf-regulatory envi-

head of cumplianua' at London-based ronment it is essential to have practition-

Smith New Court. lﬂ’uj | é(} ' 1L er involvement at the highest level when
Gordon-Williams 10 daldo esburg -drawing up or amending . the co0es of .

| | conference on the outlook for southern practice,” he said. ( §a=tF '

African financial markets that the basis The regulatory ¢ V]

ronmient Shud d .
for a good market was gensible and effec- also walk the fine line hetween protection —
tive regulation. This would gain investor for the individual and allowing professio-
confidence and greater market activity. nals to conduct business with a minimuin
One lesson learnt in the UK was not to  of effort. Clarity in documentation and
allow regulators and parliamentarians implementation would help to alleviate




of the present debt rescheduling agree.- These conditions were “still at the pro-
ment were in force, he warned gramming stage after g decade of socia]
“Very few, if any, constraints remain on  upheaval and eConomic stagnation,” he
SA's accessibility to overseas financiag added. |
markets other thap that imposed by its Krogh highlighted the Successful finap-
0Wn exchange controj regulations,” Krogh ciaj €Xperience of “diverse byt dynamic”
said. Asian economies sych as Korea ang
‘He said the only disappointment wasthe Taiwan to lllustrate that there was ample
slow progress made in reducing the size Scope, even with exchange controls, to de-
and deficit of the government’s budget velop a whole range of sophisticated finan.
which was, however, closely linked to the  cial services jp 4 regional as wel] ag 5
unstable transitiona) Socio-political condi. global context.
tions. He said it was only after these two coun-
Krogh said although good progress had tries had reached the stage of becoming
been made ip regaining eoniro] over mon-  sizeahle capital €Xporting countries that
€Y supply growth and in the strengthening they couid begin to relax thejr €xchange
of SA’s financia] System, all the bagje con-  controls simultaneously for residents and
ditions which Justified the retention of ex- non-residents, ang actively embark op

change controls over residents, and in the achieving greatep internationa} financial
form of the finaneija) rand system as far ag intermediation, |
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- SA AND its bortowers cogl, be opti-
mistic about thefr future in the inter.
tational capital markets in spite of
concern over future political and eco-
Botnic developments, Eskom financ-
ing manager Theunis Kotze told a
Johanneshurg conference yesterday.,

Kotze said i
ers now had

e believed SA borrow-
the potentiil to Operate

in other, Euromarket sectors in the

Bext year or s0. Borrowers already
had an  established base in the
Detitsclitiark market, he said.

“The tithe is now right to start to
diversify the international investor
base by a carefully planned and grad-
ual return to the other Evromarket

sectors,” Kotzd said.

The Swiss fréinc-market had been a
major. source . of fifids to SA before
the debt &taiidstill in 1985 ang thig
sector tould Agaii be most receptive,

.lc '
N

The sterlitig sector was more difi.

cult because sf {fiterpal credit re-

|

strictions and a lack of familiarity
with SA names.

Kotze said a fixed-rate public issue |
by a SA entity without government
Buarantee would be possible only in
exceptional cases. The government.

“guaranteed royte improved name
awareness,

- Kotze said Eskom had always been
4 large borrower in the internationaj
capital markets and would probably
heed overseas loans, The utility
thérefore considered g4 consistent,
thtugh moderate borrowing pro-
gramme as éssential to ensure inves-
tor familiarity with Eskom, |

Eskom's track record and the fm-
proved political perception of SA had
enabled it to refinanee stccessfully
over the last two years, In addition,
Eskom was ahle fo launch two new
private placements in the US dollar
sector, Kotze said,




. step towards abolishing

restrictions.
the debt rescheduling ag

force. o

This could not b

exchange rate

e done while
ment was in 2
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|Decline of effectiv
reablc;ldﬂlk ﬁl 79 WS

THE decline of the effective rand —
the rand’s value against a basket of
trading partners’ currencies —
slowed to 0,7% in the first quarter
from a 1% fall in the fourth quarter
of 1991, Reserve Bank figures show.
The rand's quarterly effective de-
preciation in the three months to
March was the smallest since the
0,6% fall in the third quarier of 1990.
The effective, or trade-weighted,
rand is expressed as an index against
the currencies of SA’s six major trad-
ing partners. The rand’s effective in-
| dex gives a broader assessment of its
value than a bilateral exchange rate,
The rand’'s effective index, based
on 100 in January 1979, stood at 30,0 at
the end of March. The six trading-
partner currencies against which the
effective rand’s value is measured
are the US dollar, sterling, Deutsch-
mark, yen, guilder and the lira.
Although 30,0 is a record low In
nominal terms, if the effective rand is
adjusted for inflation it is steadily
strengthening. The effective rand
should be depreciating in line with
SA’s inflation differential with major
trading partners, currently about 10

percentage points at consumer level,

but less at producer level.

Instead, reflecting the Reserve
Bank's domestic credit pelicies and
exchange-rate management, the ef-
fective rand declined only 6,2% last
year. Because the nominal effective

elr
[

rand is not weakening in line with the |
inflation differential, the real effec-
tive rand is strengthening.

The strong real trade-weighted
rand is currently contributing to the
relatively low rate of producer price
inflation by restraining import costs.
Import prices actually fell 2% in Jan-
‘wary producer price data, thanks to
the strong effective rand and to the
unwinding of the effect of a rise in the
oil price a year earlier.

The continued resilience of the
nominal trade-weighted rand and the
extended strength of the real effec-
tive rand herald further disinflation-
ary influences from imports during
the rest of the year.

rade weighted rand
Basket of six currencies
1979=100

Sominal
24 -

Real
<100

g Baal

s Nominal
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CAPE TOWN — South
Africa is to establish fyl
diplomatic relations with
the Ivory Coast.

Foreign Minister Pik
Botha announced the de-
cision yesterday as the
campaign to isolate
South Africa continued
to crumble.

Djibouti said it was
lifting all trade and trav-
el restrictions on South
Africa due to “very posi-
tive developments” here.

An official statement

San A dyory €

ouncil of Minis-
ters had agreed to 1ift
the hoycott on all goods
for or from South Africa
and on goods passing
tirough the tiny Horn of
Africa state’s port.
Djibouti’s port is stra-
tegically located at the
mouth of the Red,Sea
leading to the Suez canal
and has the largest con-
tainer facility north of
Durban on the eastern
coast. — Political Corre-
spondent, Sapa-Reuter.
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Gold and forex reserves
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R500m dive in gold

aﬁl?d forex res S
95 SIMON WILLSO *
cot St

d"fﬂrelgn exchange reserves 00Kk |.

an unexpected R500m dive in March Re-
serve Bank data indicate.

Figures released yesterday shuwed total
reserves at R8,96bn at the end of last
month, against R9,46hn at end-February.
The dip in March's reserves is only the
second monthly decline in reserves in the
past 12 months.

The Bank’s gold valuatmn reflecting the

slide in the gold price last mnnth eased to '

R883/0z from February’s R901. The gold

component of the March reserves rose de-

spite the lower valuation thanks to an in-
crease in gold holdings, up at 6,7-million

ounces from February’s 6,4-million.

The first of the year’s two scheduled
inside the net debt repayments was made

in February, and partially accounted for

reserves ending that month only marginai-
ly up from January’s R9,36bn.

Nedbhank chief economist Edward Os-
born blamed a flat current account of the
balance of payments position in the first
guarter and heavy capitdl payments out-
side the foreign debt standstill for the de-
cline in reserves last month.

“The first quarter. trade figures may

have locked good on the surface, but the

main export performer was diamonds.”

The monthly trade figures accounted for

all Southern African Customs Union mem-
bers. “The export figures include items
such as sugar and citrus from Swaziland
and, particularly, diamonds from Bo-
tswana. Prospects for SA’s own primary
exports this year are not at all good.”

* FT
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INVESTORS more than: two |

times oversubscribed yesterday’s
tender for a re-issue of five-year
government stock, heralding a

firm price for the topped-up bond

when it goes into its first full
day’s trading today.’ -
Tenders totalling R530m were re-

ceived for the R200m allotted to the

14% R119 1997. The average rate for
the tender was 15,88%, but in late

trading after the closure of the tender

the rate eased to 15,86% as the disap-
pointed tenderers bid for the bond in
the secondary market.

The re-issue of a five-year bond
fills a gap in the gilts market’s matu-
rity structure. A vacuum had devel-
oped around 1997, and five-year stock
is proving popular with capital mar-
ket investors.

Although R200m is a relatively
modest sum to raise from a tender of
this type, market players expect the
authorities to capitalise on the popu-
larity of five-year instruments by
topping up the amount raised through
the R119. One dealer said yesterday
the issue could grow to R2bn over the
next 12 months.

A useful by-product for the Bank is
that the issue will help to absorb
some of the liquidity in the local mar-
ket, which the Bank has been trying

BUSINESS DAY, Thursday, April 9 1992

~ special treasury bills. In addition,

around the 15,80%-plus yield the R119
is expected to be attractive to for-

~ eigners investing through the finan-
.. ¢ial rand mechanism.

The re-issue of the R119 represents
potentially lower borrowing costs for
the government.

Long-dated government stock,
such as the RSA 2005, bears a yield of
16.35% — almost half a point higher
than the 15,88% yield expected for
the R119 in the market today.

Unusual

It is unusual for the Bank to issue
an open tender for government stock.
Issues are usually tapped quietly into
the market for unfavoured players to
discover a month later in the Govern-
ment Gazette.

Some dealers said the authorities
only put the R119 re-issue out to ten-
der because it was not a traded stock.
Others said they detected a move by
the authorities away from tapping
and back to teridering, following alle-
gations of favouritism and secrecy in
the tapping system.
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IDC laupches bon

e

THE Industriai Develnpx‘# aﬁi*puratiun
(IDC) launched a DM50m bond for private
placement on’the German capital markes

f
L]

yesterday.

“This s not the first time the IDC has

p_;f.igate plaei}lgs,” IDC GM Louis Kingma
. Three private bond issyes had been

placed on the German capit_al‘ market dur-

The five-year bond issye placed yester-
day with a 10% €oupon is priced at par ang
will mature on Apri 28 1997.

14

Private investor

up the issue, Kingma said

It was a small

he said. The organisation had no
- raise more money for
When asked whether
cerned about ANC rea

2

s in Germany had taken

bond issue and would be
- used for the general purposes of the INC,

plans to

a while,
the IDC was cop-
ction to the bond

issue, Kingma said the IDC did not wish to

comment. gl e
The ANC voiced opposition to a DM200m

Development

bond
bonds

kets w

tional

debts for a futyre SA

Bank of " Sou
issue in February this
issued on international
ould leave costly and h

thern Africa

year; saying
capital mar-

eavy interna-

government.
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- Gilts, cash
‘better bets
than shares-

NDA ENSO q

CAPE TOWN - Gilts and
cash were presently better
investment bets than
shares, Syfrets portfolio

T o Bt B 0 g "
Dl iy il - ', A D n o T T R .
g b e T, A S B i 2 R gt g

manager Rob Nichol said in
the latest Syfrets Quarterly -
Economic Review. B
“Economic recovery in B
: e

SA is being delayed and
high JSE ratings based on
earnings growth expecta-
tions are premature,” Ni-

chol said. %
“We expect the capital
market perform well

over the next 8 12
months.” !0[;{7‘?

Nichol believed the only

factors limiting a strnng
* 1 bull market in bonds were
the ability of a future gov-
ernment t0 maintain strict
discipline in its monetary
and fiscal policy and that a
classical bull market re-
quired the potential for a
iarge fall in short rates. -
- Syfrets expected the In- -
- | flation rate to decline to
1| about 13,5% by year-end,
- | the current account to
halve as a result of the
drought and growth in GDP
to be minimal.

The diamond market was
expected to remain in the
doldrums for most of the
year, gold was unlikely to
exceed $365/0z because
banks were still mobilising
their reserves and coal ex-
, | port volumes were likely to
remain unchanged with
prices softening.
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CAPE TOWN - The start of SA’s econom-

ic recovery depended to a large extent on

the Japarese economy remaining relative- 2

ly isolated from the plunging fortunes of ; VYasdue for

the Japanese stock market, fund €rs a correction as the ratings of hares
, said yesterday. AN g E’?L{rf 1L were still historically high. &

- A deepening of the Japanese recession - Sanlam investment GM Ron3 Sson

would have serious spinoffs for SA, as said a lot would depend on the response of

Japan is a major tradi g partner. -~ the Dow Jones to the collapse of the Japan-

“The danger is that if the Japanese mar- ese market ag the SA market was more

- ket continues to falj and business confi- influenced by the US. ’

. dence gets knocked, its effects might  “The international market is very ner-
spread to the rea] economy. In this event vous and if the Japanese investors start
the recovery of the SA economy would be pulling out of the US, this will pull the
delayed,” Board of Executors senior port- bottom out of the SA market. It does not
folio manager Rob Lee said. - look promising. The SA market could drop

Lee felt that the sharp slowdown in the another 5% and then stabilise,” he said.
Japanese economy would continue but  Southern Life investment GM Carel de
should turn by the end of the year and Ridder expressed optimism about the SA
certainly by 1993, Interest rates had stock market which he felt should recover
dropped, fiscal policy had eased and infla- pretty quickly from the recent fa[l and

. tion was falling so there should be real prices should be higher by mid-year than
| growth in persona] disposable incomes. they were at present.

He said the next major support on the = Of greater concern, De Ridder said, was
charts for the Nikkei index was 12000. the tmpact of US President George Bush
Typically one could €xpect the market at Ilosing the US election which would depress
this stage to bounce back to about 20 000 the US and consequently the SA markets.

ﬁ-—l—-—h_--_ﬂ_
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frican unity

&[0

Pik pleads for, world-beating’

ABUJA — A strong plea for unity in Africa
to enable it to take on the industrialised
world was made yesterday by Foreign
Minister Pik Botha and his Nigerian coun-
terpart Ike Nwachukwe.

Unity would result in a stronger SA,
Nwachukwe said at the start of talks be-
tween the two governments.

People in Nigeria and Africa were
pleased with the progress being made at
Codesa and would like to see further pro-
gress so that everyone could feel happy
and welecome in one African family.

“In our view the Boers are one of the
several tribes that make up Africa,” Nwa-
chukwe added,

, BARRY STREEK

Botha said the visit to Nigeria was the
most important trip he had undertaken.

“This is a historical fact of Africa — that
5A and Nigeria are the two giants of sub-
Saharan Africa — and now that apartheid
is dead we can meet_each other ag fello

Africans.” &t Qm,

The visit to Nigeria by President ¥ W de
Klerk was a landmark one for both coun-
{ries. It was a symbol of Nigerian support
of the new SA and a signal to the rest of
Africa that it accepted that apartheid real-
ly was dead, he said.

opplialal

otha said there were now no differ-
ences of principle between his government
and party and the government of Nigeria.
“We now feel free and liberated, free to
share with our brothers in Africa who be-
lieve in the same principles.”

While the two men did not go into any
details about their agenda before the start
of their meeting, the warmth in their open-
ing comments indicated that the talks be-
tween De Klerk and President Ibrahim
Babangida were likely to result in much
closer ties between the two countries. This
is expected to be the case in regard to
trade and diplomatic relations, as well as
to visa requirements.

M
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The ltalians are here
Italy’s Industry Ministry is spending millions
this month on a massive effort to break into
the SA market. It’s the largest promotion
ever mounted by a country to sell goods here
and Italian officials are hoping the campaign
will pay off by whittling down Htaly’s
USS$1,7bn trade deficit with SA.

Italy is. SA’s largest -export market —
$2.3bn in goods were sold there last year,
mostly gold — and the trade surplus with
Italy is the largest SA has with any country.

The centrepiece of the ministry’s effort1s a
900 m? indoor exhibit at the Rand Show —
the largest staged by a single exhibitor in the
84-year history of the annual event.

Simultaneously, Italy has tak-
en all the exhibition space avail-
able at Johannesburg’s Market
Theatre complex for a display by
115 companies that specialise 1n
hand-crafted metal, jewellery
and textile articles. The Rand
Show and the exhibit at the Mar-
ket run until April 20.

To garner even more attention,
the ministry has installed the
ftalian chef Gemignani at Harri-
dans restaurant in the Market
Theatre complex, where he is
serving up his Italian cuisine until
Tuesday. Gemignani has cooked
for Queen Elizabeth and his Tus-
cany restaurant is a stomping ground for the
royal and film-star set.

The budget for the Italians’ big splash
appears to be open-ended. The government
airfreighted the shelving and fittings for the
exhibits from Italy and more than 50 trade
specialists and technicians were flown in to
staff and organise the exhibits. Several TV
crews are on hand to record the scene for
Italian TV.

Johannesburg-based Italian trade com-
missioner Aldo Castellari won’t say how
many lira his government is spending on the
promotion, but just a couple of the basic
costs add up quickly. For example, the aver-
age cost of indoor space at the Rand Show is
R220/m? and the cheapest return air fare at
this time of year on Alitalia 1s R3 604.

For Castellart, this is a dream come true.

BUSINESS & TECHNOLOGY
Fy (olyq 2.

He has been trying to persuade a 1es in
Rome to launch such a campaign for two
years. “This is a government venture, and it
must stay exactly that. The Fair of Milan
wanted to organise it. The SA-Italian Cham-

‘ber of Trade & Industries wanted a stand.

But we turned them down because we don’t
want any confusion about who is sponsoring
the event. We want to make it abundantly
clear that the Italian government wants to
convert the agreement — signed in Rome
with SA in February — into action.”

The exhibit at the Rand Show is devoted
to technology. IRA, Italy’s biggest govern-
ment-owned company, described by Castel-
lari as “a holding company of holding com-
pamies,” will occupy 300 m?.

Fiat, Italy’s biggest private-sector com-
pany, will occupy 200 m?, and the rest of the
space will be taken by 10 other companies,
including Agip, the Italian petroleum giant.

IRA’s 150 companies, ranging from banks
and hi-tech engineering to shipbuilding and
aviation, employ 2,5% of Italy’s work force.
IRA is also a part owner of Alitaha.

“We want to portray the technological
side of Italy at the Rand Show,” Castellarn
says. “We want to shed the stereotyped im-
age of Italy and tell South Africans that if
they’re looking for engineering or hi-tech
products, they mustn’t just look at Germany
and Japan. So there won’t be any shoes,
furniture, textiles or food on display at the
Rand Show.”

Fiat, whose Uno cars are made, marketed
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Hawking their wares . .. cars and more

and backed in SA by Nissan SA, and Lancia
will use the exhibit to test public reaction.

Fiat is showing two Alfa Romeo cars that
are being seen here for the first time — the
Duetto and the 115 Alfa Romeo. The 115
has yet to be widely seen in Italy.

While the big push may lead to more
[talian goods turning up here, it won't lead to
much Italian investment — at least not for
a while. Gian Carlo Barsotti, secretary-gen-
eral of the Italian-SA Chamber of Trade and
Industries, points out: “They’re coming to
sell if they can, they’re not coming to invest
in SA. Apart from one company that wants
to invest R5m-R6m in a factory to build
caravans and campers, I do not know of any
Italian company that wants to open a factory
in SA, or is considering a joint venture with
an SA industriahst.” B
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“Bahrain hopes to gecome ﬁ%ntre for SA trade|

" MANAMA — Bahraini businessmen
wanted to make their Gulf island
state a centre for SA trade in the
region, a top executive said at the
weekend.

Bahrain’s Chamber of Commerce

and Indusiry president Ali Yousif
‘Fakhro said the Bahraini business

delegation visiting SA wanted to es-
tablish a centre on the island for mar-
keting SA products.

“We are inviting (South Africans)
to come here. There are no official

' ties yet but this is not necessary —

H_

) “poliey on SA he said.

many countries are changing their

The a'hram‘:gelegatm
by Fakhro’s deputy Hassan Zainala-

bedin, came to SA for talks with the

SA Foreign Trade Organisation, the
SA Chamber of Business, senior busi-
nessmen and officials from the de-
partments of Foreign Affairs and
Trade and Indusiry.

The private delegation arrived at
Jan Smuts last week with official
instructions from Bahrain’s prime
minister to invite SA to trade.

Bahrain is a major offshore bank-
ing centre for the Middle East, with
over 160 commercial, investment and

Specialist banks. It also imports a

wide range of goods, from heavy
equipment, technology and fpow- |
how to consumer items. (*]{;

Gulf Arab states do not have diplo-
matic relations with SA but in recent
months business contacts and visits
from both sides have quietly in-
creased.

Gulf businessmen say trade has al-
ready begun through at least one SA-
based shipping line which calls at
other African ports before reaching
the region. SA buys oil from the Gulf
states through independent traders.
— Reuter.
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4 IT WAS _.,._mnmnﬁq announced that being in the form of interest. How-

ever, it is a mootf point whetherthe

| government intends to raise funds
through the issue of long-term zero
coupon bonds. These are bonds which
pay no coupon interest,

For example, assume a bond with
a maturity value of R100, due to
mature in 10 vears. At current inter-
est rates, the present value would be
about R25.

The government would therefore
receive R25 now, have the use of the
money for 10 years without paying
any interest, and then after 10 years
redeem the bond for R100.

This will clearly have cash flow
advantages for the borrower, al-
though there is a burdensome pay-
ment or refinancing requirement at
the end of the period.

Zero coupon bonds raise unigue
tax problems for holders. Are hold-
ers taxable? If so, when? Is there a
difference in the tax treatment of
investors and dealers?

Although total clarity is lacking, it
can probably safely be said that nei-

& | Doy

ther investor nor dealer can he taxed
until the bond is sold, or matures,
Although there have been recent In-
come Tax Special Court cases ruling
that interest accrues from day to

day, this has not been adjudicated by
the Appellate Division.

As the law now stands, interest

income accrues when it becomes

payable. On a zerc coupon bond,
interest becomes “payable” only
when the bond is negotiated or re-
deemed.

It can also safely be said that the
dealer will be taxed on the profit
arising from the sale or redemption
of the bond. The dealer is, however,
better off than had he purchased an
ordinary (interest-bearing) bond, as
his tax is delayed.

How would an investor be taxed?

Zero rate bon

13[4 )92

WILLEM CRONJE

The tax authorities could well argue
that, as no interest is receivable, the
only purpose in purchasing the bond
was to realise it at a profit, either on
redemption or earlier sale.

A zero bond is therefore “all-in” —
the only motivation for buying it
would be gain, albeit perhaps in the
distant future.

An investor may therefore be
better advised to purchase a regular
coupon bond trading below face val-
ue. The investor would then be in a
position to argue that he purchased
the bond for ifs interest coupon, and
that the long-term trend in the re-
demption value is of a capital nature.

.T...nh\.._.x\‘ y

puzzle

As stated above, this argument
would fail in the case of a zero cou-
pon bond.

Zero bonds issued by government
could have tax advantages in the
case of individual investors consider-
ing emigration, as if such individual
ceases to be ordinarily resident. To
carry on business in SA he would
probably be exempt from SA tax in
terms of present law.

However, this exempt status will
fall away in the case of emigrants
from a date fixed by the Finance
Minister. This date has not yet been
fixed.

The emigrant’s exemption in re-
spect of bonds and other interest
bearing securities issued by govern-
ment and qualifying state-controlled
corporations depends on the return

return on a zero bond is interest at
all. The fiscus may possibly argue
that the gain is “trading profit™ and
not interest, in which case the well-
known “emigrants exemption” - will
not apply. -

The exchange control aspects of
the gain on the bond — where.the
holder has emigrated — may also
prove complicated. .

In terms of exchange control
rules, only income earned after emi-
gration may be remitted abroad. Ifa
zero bond is purchased some time
before emigration, and sold of re-
deemed after emigration, fhere may
be some doubt as to what portion, if
any, of the gain is remittable abroad.

Zero coupon bonds will raise
unique tax and exchange control is-
sues, some of which are likely to be
addressed by legislation when these
bonds become a reality.

[ Cronje is a partner at Deloitte Pim
Goldby Taxation Services.
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Breakthrough in Scandinavia

Danish visit

&
I3

5

opens

Blow 3¢l

doors

. DENMARK has broken from the pro-
- sanctions stance of its Scandinavian
" neighbours with the arrival in SA yes-
'+ terday of a high-level trade delegation
+ led by its foreign minister.
~ Danish Foreign Minister Uffe Ellemann-
~ Jensen said after meeting his SA counter-
- part Pik Botha in Pretoria’vesterday that
{ Denmark was ready to donate $100m in

development aid to SA once an interim

government was formed.

A five-year aid project to develop social,
educational and agricultural structures
-was planned. It was still to be decided
whether the funds would be distributed
through state or non-governmental organi-
sations.

Ellemann-Jensen said he believed SA
still had a long way to go towards realising
. full democracy, but his government was
impressed by the courage the SA govern-
ment had shown in calling last month’s
referendum. He was confident SA would
-cover “thé last part of the road” and socon

4. be weleomed as a full member of the inter-

national community. |
Danish Information Department spokes-
man Lis Garval said Denmark, as the only
Scandinavian member of the EC, saw itself
" as a bridge between the EC and Scandi-
. navia, and believed it led the way in
: relations with the rest of; the world..
‘She expécted Sweden and Norway to lift
sanctions and establish trade links soon,
following the example set by Denmark
when it lifted its five-year embarge
against SA last month. Denmark was the
last EC member to lift sanctions, but the
first of the Nordic countries to do so.
Ellemann-Jensen said Denmark’s busi-
ness community was eager to re-establish

fo

I

SA

KATHRYN STRACHAN j

ties and said the delegation of 40 highi-level
businessmen represented a wide range of
Denmark’s industries.

Reuter reports that Danish business
leaders believe the country could export
up to $240m of goods a year to SA.

On the import side, Danish electricity
producers are checking the current price
and quality of coal from SA, previously
their biggest single supplier.

In welcoming the delegation, Botha said
Denmark gave 1% of its total GDP to
development aid and he hoped other Euro-
pean countries would soon follow its exam-

‘ple. He said the visit, which was the first by

a Danish cabinet minister, had opened the
door to “completely normalising” rela-
tions between SA and Denmark. |

During his five-day trip Ellemann-
Jensen will meet President 7 W de Klerk,
ANC president Nelson Mandela, ANC head
of International Affairs Thabo Mbeki, SA
Council of Churches general secretary
Frank Chikane, DP leader Zach de Beer
and businessmen.

Meanwhile, Sapa-Reuter reports from
Bonn that German firms have reacted
positively to commments by Mbeki that
the ANC was not wedded to nationalisation
and favoured a market economy.

But German industry.still fears violence
could continue and that a new gavernment
could nationalise firms.

German banks have already plunged
back into the SA capital market, issuing
nearly 1-billion Deutschmarks ($615m) of
bonds over the past eight months.

However, soaring demand for invest-

L]l To Page 2
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ments in other areas -— notably east Ger-
many and the rest of easiern Europe —

will limit available funds.

1 Mbeki said last week the ANC favoured
a free market approach and had no ideo-
logical cornmitment to nationalisation.

He told a conference in Germany that a
blend of policies, which could include
nationalisation in isolated cases, would be
needed to “rebalance” the economy.

But any nationalisations would be arbi-
trated, guaranteeing due process and ade-
quate compensation, Mbeki said. +

Volker Schuermann, head of foreign
trade at Germany's third higgest chemical

DenmarkG\%’{BHlﬂ L - (@Oi @ é E E] From Page 1

group Hoechst AG, said he was heartened
by Mbeki's statements. +

“I'm not convinced yet, but it appears
the ANC is learning they need a free mar-
ket approach,” he said. “If this sentiment
really takes root in the ANC, it would I:;e
the basis for more foreign investment in

the long term.” _
P S Buys, trade chief at SA's consulate in

Hamburg, said investment would pick up
after creation of an interim government.

“German firms know and understand SA
and they will probably be among the top
investors,” Buys said, predicting British,
US and Japanese firms would also join in.
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VTI-IE commercial rand resisted advances
oy both the dollar and sterling yesterday to

recover some of the cross-rate losses it
\*suffered late last week.
-\\?: The rand held steady in the face of the
J stronger dollar as the US currency firmed
I~ against the Deutschmark. The rand closed
at R2,8768 to the dollar — little changed
?frum its opening level of R2,8778.
The dollar, meanwhile, had risen more
QN than half a pfennig from the DM1,6415
“~ 1evel it held when the rand market opened.
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that hit the market last week.

In holding its level against the dotlar, the
rand was firmier overall on its principal
cross rates as the major third currencies
thernselves yielded to the dollar surge. The
rand was steady at R5,07 against the pound
| and firmer at DM0,5728 and 50,5263 from
- respective closes on Friday at DMO0,5670
. and S£0,5215.

For the first time in four trading days,
dealers said they had not noted Reserve
Bank intervention to support the rand.
Traders said the Bank had sold dollars into
i the market in the latter half of last week to

offset the large dollar buying order that
had the rand under pressure.

The dollar rose — despite a quarter-
point cut in one of the US money market'’s

1992 imrar it
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) Dealers attributed the rand’s resilience {o
an inflow of exporter dollars and to the
petering out of alarge doltar buying order
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interest rates at the end of last week — on
higher hopes of US economic recovery,
market fears about political instability in
Russia and the gloomy outlook for the
German economy.

Sterling, meanwhile, posted handsome
gains as markets, relieved at last week’s
re-election of Britain’s Conservative gov-
ernment, clamoured for pounds on the
foreign exchanges. The pound burst
through the DM2,90 level for the first time
since November, and briefly topped $1,77
for the first time in six weeks.

Demand for the pound was Initially
whipped up on Friday. In final pre-week-
end deals sterling surged more than three
pfennigs to DM2,89 and forced the rand six
cents lower to R5,07.




'SA needs body toi
dinate s_

LF/ ??_LIHDA ENSQ

CAPE TOWN — The absence of a
central“body to co-ordinate foreign
investment in SA was an obstacle to
the implementation of effective in-
vestment. programmes, the Cape
Town Chamber of Commerce S

‘recent trade mission to and
Holland discovered. ﬁ

The chamber’s lates le said

it became clear during discussions
with policy-makers overseas that SA
had been earmarked for investment,
but the lack of a co-ordinating body
was an impediment.

- “I was realised everywhere that

- SA would form the commercial gate-
way to Africa and that its infrastruc-
ture, raw materijals, labour force and
technolog were the vital compo-"
nents to become the economic engine

. of southern Africa. It is now wmtmg

" for SA to take the next step and indi-
cate under what conditions it will re-
enter the infernational market.”

- Chamber president Kennetli Mar-
cis said close co-operation by gov-
ernment, local authorities and cham-
bers of commerce and industry
would be necessary to devise a plan
for participation in world trade.

-~ . “In particular, it will be vital to
meet foreign standards ... have a i
- clear understanding of the markets

and customers ..., and develop an

appropriate export culture ...”
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SEVERAL southern African business
leaders'will take part in a conference
| this month hosted by the SA Foreign
| Trade Organisation (Saftv) and the

SA-British Trade Association in SA (0
discuss’.fhe future of the region’s
trade and investment.

Safto ‘Africa division-head Paul
Runge says it is the first time a con-

practical business matters, not poli-

arranged in SA. “People throughout

ference of this nature — at which

tics, will be-discussed- — has been

the region are now realising the ne-
cessity of working in a trading bloc in
line with international trends of eco-
nomic co-operation,” he says.
Speakers will include former
Nigerian president Olusegan Oba-
sanjo and former Zairean economic
planning minister Crispin Mulumba
Lukoji. Speakers: from. Kenya, Tan-
zania, Mauritius and Ivoky-Coast will.
also attend.



Ivory Coast delegation membhers, wih Saga Bomhao, f
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ground, arrive at Jan Smuts Airpcrt.
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THEO RAWAN

A GROUP of 12 Ivory Coast business-
men flew into SA yesterday in search
of trade contacts and joint ventures.
Sponsored by Ivorean business con-
sultant Honore de Sumo, the group
ranges from coconut butter produc-
ers to builders and hotel owners.

The leader of the delegation is
Kone Banga, whose housing and con-
struction services company Sicogi
would like to meet building promot-
ers for co-operation and exchange of
experience, and investors with whom
to discuss the possibility and terms of
financing social accommodation in-
frastructure at about R100m.

Serge Bombo, a commercial direc-
tor of coconut’ butter manufacturer

Sicor, hopes to find distributo da]
partner in SA.%? ?Sf&? T

Aliou Sibi wishes to act as an agent
for SA manufacturers or marketing
companies of security systems.

Amadou Khabore, a publisher, is
interested in buying printing, type-
setting and lay-out (DTP) equipment.

QOuezzin Coulibaly wants to start a
pencil manufacturing plant, but re-
quires an investment of about Rém.

Paul Danho is looking for a partner
(finance or construction) for a three-
star hotel in Abidjan.

Alassane Hamza, MD of interna-
tional consulting services ICS CI, is
looking for potential importers or ex-
porters to west Africa who need ad-
vice on legal or other matters.

The delegation will be in SA for one
week.

e
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T%E ANC would release a
| 'trade policy in the next few |
| months, possibly as early as
May, ‘ANC economic affairs |
deputy director Tito |
Mboweni said yesterday. |
He described the level of
1mpurt tariffs as a critical
| issue, He said he was com-
mitted to the principles of
trade. liberalisation in ac-
cordance with GATT, but |
thererhad to be a way 10
protect consumers and pro-
ducers.
| Mboweni said recently
| the ANC would publish a
| draft economic policy |
. statement 500N,
e trade policy, which |
| he sald cuulcl come as early 'f
| as May, would be a separ- |
ate section of the overall |
| economic policy.
| Mboweni also said yes-
| terday the ANC would take
steps to'redistribute land to
t the ‘estimated 3,5-million
| people removed from their
| land by apartheid. At the
| same time the ANC would
be careful not to destroy
| agrmultural production.
|~ An ANC government was |
I unlikely to remove foreign |
exchange controls immedi-
| ately, but would like to lift
| them gradually.
I On nationalisation,
Mboweni said the ANC was |
| considering economic poli- |
| cies that redistributed per-
| sonal and corporate wealth
| “within the context of
; macro-economic policies™. |
I  Restructuring the tax |
| system and enacting anti-
! trust legislation were alter-
| natives to nationalistion for
| redistributing wealth. How- |
ever, the business commun- 1
| ity had’ to understand the
ANC was under political
| pressute from blacks to use
the word nationalisation, |
“If you went to the town- |
shipgizand rural areas ... |
| you’dt be-struck by the way |
peoplé’are dismayed if the
| words redistribution and
| nationalisation aren’t men- §
| tioned.” — AP-DJ.
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THE protection of loeal in-
dustry has come under
much criticism for its infla-
tionary influence on the
economy and for artificial-
ly boosting the market.

Market commentators
admit protectionism can
help an economy in the
short term to boost employ-
ment and economic activ-
ity but in the longer term it
becomes self-destructive —
keeping out competition
and resulting in companies
which are not internation-
ally competitive.

Quality of goods and ser-

vieces is also put at jeopar-.

dy, they say.

Government is studying
the effects of protection on
local industry. However, no
decision has been taken on
the Industrial Development
Corporation’s (IDC) 1990
tariff report, which recom-
mends across-the-board
tariff reductions to 30%
over the next five years.

At present it is caleulat-
ed that tariffs are about
45%.

SA'S protectionist policy
mainly centres on import

fulin th

L

control an(i tariff protec-
tion. -

The Department of
Trade and Industry (DTI)
says protection measures
have always been under-
taken “moderately and se-

lectively:

“The aim is to compen-
sate local industrialists for

their cost disadvantage;

protect them in the initiai
stages and help them to get
their project off the ground;
make the product inter-
nationally competitive;
stimulate industrial devel-

opment, and create em-
-ployment opportunities. o

Launch '~

“Looking at the score-
board, although the systemn
s not perfect, it has helped
to launch many large indus-
tries,” a DTI spokesman
says. |
The current trend is to-
wards trade liberalisation.

The IDC's report fo-
cusses on the lifting of pro-
tective tariffs and the ecrea-
tion of an economic
environment conducive to
competitiveness on inter-
national markets (lower in-

(Frotection of industry seen
e longer term

terest rates; lower infla-
tion, tax reform, etc).
Trade and Industry and
Economic Co-ordination
Minister Derek Keys says
the report should be consid-
ered as a broad framework

- of reference rather than

implemented wholesale.
-He agrees protective tar-
iffs need to be lowered but

_this should be done slowly
=and carefully to give pro-

tected industries an oppor-
tunity to adapt and to en-

- Sure there "are’jobs and
training facilities for the

people who are unem-
ployed as a result of the
changes.

The IDC has also put for-
ward suggestions on new
antl-dumping legislation.

Ernst & Young tax part-
ner Ken Walton says there
is & further block against
getting rid of import con-
trol. Import surcharges, for
example, are a lucrative
source of income for the fis-
cus. i
In the last financial year,
customs duty netted Rey-
enue H3,1bn, import sur-
charges R1,7bn and excise
tax 4,7bn.

_—,_ -
o . y

. - <, - . —i i b . .15_1_ - gt __-.'*- :-r‘ J_'."'., -:_-.‘ L%
1 T A A b g e e :
.- - - L .

,-WT:'TI-'-':I-E'! M

A 1.-._;;&:" -;_. R

E ]

N g




MANY of SA’s potential
trading partners, espe-
cially in Africa and cen-
tral Europe, have severe
foreign exchange prob-
lems. But this should not
put a lid on trade, says
Countertrade Associ-
ation executive chair-
man Fred Bell.

Through countertrade
methods, forex limitations
can be overcome and eco-
nomic activity can be in-
creased in both countries
involved in the deal.

One of the more popular
methods of countertrade is
counter-purchase.

Earmarked

With counter-purchase,
instead of being unable to
trade with a country in
“economic distress” be-
cause of its lack of hard
currency, SA looks at what
it can buy from that coun-
t{ry. Any purchases are paid
for in hard currency on the
understanding that the
forex earned is earmarked
for trade with SA.

“In other words, SA pro-
vides the forex for the debt-
ridden economy to buy its
essentials and most of that
forex then returns to SA
through trade with SA ex-
porters,” says Bell.

For example, a west
African country wants to
buy affordable housing
from SA. It has virtually no
foreign exchange but has
cocoa to trade in return.

SA will buy the cocoa, the
west African country will
use the forex earned in the
transaction to buy its low
cost housing from SA, and
SA will sell the cocoa on the
international market,
boosting forex earnings
even further.

Bell says the process is
complicated and one needs
to be innovative to find
things to buy in many of the
cash-strapped countries

| which wish to trade with

SA,
“Countertrade is not an
_;;__I_fp?rnative fo casH trade. It

is an alternative to no trade
at all. Although the country
with economic problems
does not gain much forex, it
does not lose either.
“Similarly, its debt does
not increase put trade in-
creases, which 1s great for
the economy,” he says.
Barter is also a form of
counterirade but is not al-

lowed by the SA Reserve

Bank because it is the easi-
est way to circumvent
forex regulations and leads
to abuse. :

Central Europe has a
huge countertrade poten-
f1al with SA.

Countertrade potential in
the current maize shortage
1s also enormous. SA is try-
ing to work a deal where
the forex earned by coun-
tries from which SA is buy-
Ing maize is used for trade
with SA.

Countertrade on the in-
ternational scene is well es-
tablished, with many large
corporations in the US hav-
Ing countertrade depart-
ments.

In 1990 it was estimated
that about 12% of the
world’s trade was counter-
trade. This figure is expect-
ed to rise to 20% by the end
of the century.

Total countertrade in SA
18 estimated at between
R20m and R30m a year.

Expertise

Buy-back is another form
of countertrade. In this
case SA invests in a less
developed country, pro-
vides the technology and
expertise and buys back the
total production of the ven-
ture to either use or sell on
the world market.

The advantage for the
less developed country is
that it supplies labour and
raw materials and benefits
from the development of
related industries. Bots-
wana's Sua Pan soda ash
plant and the Lesotho High-
lands Water Scheme are
two examples of buy-hack.

Ofiset is another major

L=TY

form Of-eeamntertrade and is
being used to great success
in the aeronautical industry
worldwide. In addition, Ku-
waif, which has estimated
the cost of its reconstruc-
tion following the Gulf War
at US$34bn, has insisted
that all deals have an ele-
ment of offset.

Offset is a system where-
by onte country will agree to
buy goods from another
country on condition that
the other country also gives
other benefits such as es-
tablishing high-technology
facilities in the purchasing
country.

The biggest offset con-
tract ever negotiated is be-
tween Saudi Arabia and UK
with a total value, in two
phases, of £20bn.

Offset

Out of this contract for
British Tornado aireraft,
air bases, helicopters and
the like, some of the offset
reguirements are amn alu-
minium smeilter, a comput-
er fraining school, a textile

plant, and production for

animal feed.

And to top it all, the UK
will be paid with oil for the
aircraft and air bases,
while investment in Saudi
Arabia for the benefit
facilities must be in hard
currency.

Bell says sanctions se-
verely curtailed SA’s op-
portunity to use offset. “We
were only too happy if
somebody was willing to
sell to us, without putting
conditions on the sale.”

The Countertrade Asso-
ciation of SA works closely
with the Department of
Trade and Industry (DTI).

“Although the DTI obvi-
ously encourages cash
trade, 1t recognises the
extra potential for trade
through alternative meth-
ods.

“We do not want {o con-
taminate normail cash
trade but if there is no cash
we come into action,” Bell
says.
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-_ o Trade sanctiuns com-
4 #q. pelléd 8A to conduct costly
'-f 'Hnﬂ cumhersume indirect

T did continue,

" The favourable rand/dol-
lar exchange rate, for ex-
ample, did much to boost
exports despite sanctions.
. Statisfies from the DTI
show that exports to
Taiwan increased by
5952,3% between 1985 to
1990. Imports from Taiwan
rose by 365,2%:in the same

period. Exports to Kenya
increased by 2339% from

- 1986 .to 1990 and importis
rose by 25,563% - the main
growth coming since the
beginning of 1988.

With SA's reacceptance
into the world arena, a bevy
of new markets has become
accessible.

Eastern European coun-
tries are eager to trade

* with SA and there is tre-
mendous potential for SA
exports to the Russian
Cummunwealth. Also,

. countries.in east Asia are

" looking to SA to source

"Ft:rr axbarts to mcreasa substantialily,

emmn HAYNE reports.

it is unargua-' -

$¥ Départment for Trade and-

;&éﬁ f%ﬂ itaf investment in SA. But it is
Ségood trying to snmufate industries’
3 !rfi'féi”i ‘B}a.‘:ess capacity. Consumption
: ; h :fpaﬂd:ture has to be stlmulated and
f Qﬁéi entrepreneurs need to commit
[ éPﬁSEWes to wor!d—sca!

plants and

“SA can also prn
fnre:gn traders with a

springboard to the African
market. South Africans are -

conversant with the Afri-

can market, mentality and

technology.

“Their mining and agri-

cultural expertise and ex-
perience in creating infra-
structure and managerial
skills make them invalu-
able contractors on any
African development pro-
ject,” says a spokesman at
the DTL

But for SA to capture its
share of the foreign mar-
kets, it must increase its

'will-have to' be an' increase_in | ’=7

SA trade balance
“in constant 1991 prlces

78 79 80 8182 33 84 85 36 87 88 89 90 91

Graphic: FIONA KRISCH Source SAFTO.

prnductlun capamty,
up manufacture and in-
crease productivity.

- In an effort to iﬁject

foreign capital into SA’s
manufacturing sector the
DTI has embarked on a
“purposeful campaign” to
market SA as an invest-
ment destination.

Safto senior manager
Mike Vaysie says SA needs
not only need financial in-
vestment but also the ac-
tive, local involvement of
international companies.
“They need to bring their
own company and coun-

try’s- cultures into SA and
teach local industries about
the world scene.”

Foreign companies oper-

ating in SA face few re-
strictions:
[0 There is no compulsory
local participation in own-
ership (100% foreign own-
ership is allowed),

[1There are no quotas on
employment of foreign per-
sonnel:

O Profits are freely trans-

mitted from SA through
normal banking channels;

O Utilisation of foreign
capital on a loan basis is no

_dlng hampe;ed but not glppled by sanctions

lunger subject to specific
exchange control;

O Local borrowing facili-
ties are directly related to
the proportion of local own-
ership in a company.

With the lifting of sang-
tions SA could also become
the pateway to Africa —
but only if tariffs and taxes
are lowered, Veysie says.

“SA needs to lift tariffs to
be able to source compo-
nents more competitively.
This would encourage com-
panies to move to SA with"

Exports, imports

i

|

the sole purpose of expnrt- .

ing to Africa.”

Insurance vital as commeraa[]

EXPORTERS may be fac-
ing decreasing political
risk because of SA’s chang-

'Iing political situation, but

commercial risks are on
the up, says Credit Guaran-
tee Insurance Corporation
senior GM Mike Truter.

The demise of sanctions
and a severe local reces-
sion is encouraging many
companies to turn to ex-
ports to boost profits, but
Truter warns that com-
panies must move with
cauntion before dealing with
new markets,

The recession is also bit-
ing in countries which con-

stitute some of SA’
trading partiners.

“About 50% mqee™
nesses in the [J&
the first half of this year
than in the same period last
year, while in the UK one in
50 active companies went
into liguidation in the year

ended June 1991. Credit.

Guarantee has seen com-
mercial export claims
rocket in the past year™.
Credit Guarantee econo-
mist Luke Doig says insol-
vency figures from some of
SA’s major trading part-
ners are a warning for ex-
potters to tread carefully

in their dealings abroad.

In the UK, insolvencies
rose by 78% in the third
quarter of 1991 compared
with the same period the
year before. In Japan, busi-
ness failures left bad debts
of R178bn in 1991, twice the
previous record in 1985.

Truter says it is essential
to take out credit insurance
before venturing into the
export market.

Africa, a logical market
for SA’s exporters, is a high
risk area because of foreign
exchange shortages and
political instability.

However, Credit Guaran-

;;g)ksgmﬂc{ease

tee is setting up communi-
cation lines with other Afri-
can countries and
information is becoming
more accessible.

In 1991, Credit Guarantee:

covered export turnover in
Africa worth R1,7bn (com-
pared with R546,/m in
1987). Dealings in Africa
comprised 16,4% of Credit
Guarantee’s total business,
up from less than 10% in
the past.

But the company had to

pay out over R21m in!

claims relating to Afrlcan

countries — 13,63% of total

claims.
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" the start of a 10-day buy-

ing and selling tour.

Macau, the tiny Portu- /\j Macau, which like
guese enclave on main- Hong Kong is dye to be
land China that elaims to G\-handged_ 'ha%:k to Chinese

be emerging as the fifth 3 sovereignty by the end of
economic miracle in the the 1990s, wants to ex-
0

Far East, plans to JOIAG'port textiles, clothir
the growing list of over- .toys, video equipmen%:

Seas couniries seekip optical goods and elec-
closer trade links *=.=v;fith»-g_,.~ _tr%niﬂ pr%ducts. -

South Africa, :
| \ It wants to import
A trade mission Jed by N from South Africa iron
the Secretary for Eco.'\ and steel products, pre-
nomic and Financial Af- ~ cious and semi-precioys
fairs will arrive in Jo-  stones, foodstuffs, paper
hannesburg on May 10 at products and raw ma-

By Michael Chester |

terials.

The team will include
financial and investment
consultants who want to
€xplore the potential of
joint business ventures.

Portrade SA, based in
Johannesburg, believes
the mission will also be
siressing the potentia]
role of Macau as a gate-
way for South African
exporters into the Peo-
ple’s Republic of China
and other key Asian
markets.

The mission will visit
Mozambique and Angola.

.
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Give monetary

Brion Kuntor is a
professor of econemics
at the Usiversily of
Cape Town

It would be wrong to blame politics for the
recession. The world’s marketplaces that
deal in SA assets have given political change
here a big vote of confidence.

Marketmakers are an unsentimental lot;
they didn’t hesitate to dump SA assets in
1985. But, as seen in Figure 1, the US dollar
value of a representative sample of SA indus-
trials traded in New York has improved by
much more than the Dow Jones industrial
average, itself no sluggard, over the recent
period of dramatic political change.

The interruptions in the strengthentng of
the national balance sheet, caused by the
adverse reaction to ANC president Nelson
Mandela’s call for nationalisation on his re-
lease in February 1990, and the threat of a
conservative resistance to reform early this
year, are clearly shown in Figure 1.

Investment and other spending in SA have
declined this year despite the fundamentally
improved investor sentiment. It has done so
for an old-fashioned reason: monetary policy

has been devastatingly severe, as seen in
Figure 2. The decline in the supply of money
in real terms was sharper last year than 1t
had been in 1976, 1982 or 1984-19835, pre-
vious periods of tight money.

The cycle of monetary growth has always
led the cycle of economic activity and fol-
lowed the state of the balance of trade.
Predictably, the monetary authorities re-
laxed their policies when the balance of trade
provided them with a comfortable cushion of
foreign exchange reserves. They tightened
up when the health of the balance of pay-
ments was threatened by excessive spending.

Thus booms were brought to an end with
higher interest rates and recessions with cuts
in interest rates. The economy danced to the
rhythm of the balance of trade, until last
year when the beat of another drum sounded.
The different beat was that of the Reserve
Bank and its new mission to defend the
rand’s internal and external value.

Politicians left it to the task. Government
did not interfere with an independent central
bank defending the currency and setting an
example to the new SA. Populist opposition
to government, which would be expected to
complain about monetarist policies, seemed
to ignore the Reserve Bank whiie it fired
away at Finance Minister Barend du Plessis.

So monetary policy has remained highly
deflationary for far longer than normat —
despite 2 marked and continuous improve-

policy its due & ()

M o[t

ment in the trade and capital accounts of the
balance of payments. Unfortunately, the de-
flation of expenditure has been far more real
than the deflation of prices, at least the
prices consumers pay at the stores.

But the prices producers are able to charge
have been responding dramatically and pre-
dictably. As seen in Figure 3, monetary poli-
cy is working in a classically effective way on
producer prices.

The large gap that has opened between
consumer and producer price inflation is
unprecedented and has nothing to do with
the demand side of the price equation, which

is the side that monetary policy operates on.
But by the end of the year, the tax and food

supply-side shocks that have kept producer
and consumer price trends apart, will fall
away and consumer price trends will fall in
line with the fundamentals.

The Reserve Bank now needs to lift its
gaze beyond the short-term consumer price
trends and recognise the success it has had
with prices and will continue to have, pro-
vided it maintains the rand’s external value.
Recent political developments make the cap-
ital account of the balance of payments a
source of support for the currency.

So growth and still-lower inflation are
likely over the next 24 months, if only the
Bank would be guided by its success with
producer prices and therefore loosen its grip
on the economy.
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Mandela calls for nationalisation
Worries over the right wing grow

Source: Brian Kantor

* In real terms

Laymg the foundatlon for growth
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RESERVES Fm ”l’ ™

Quarter dip iy

Foreign exchange reserves fell R593m in
March to R3,05bn (US$1,06bn). Bankorp
chief economist Nick Barnardt says one rea-
son is that, at the end of each quarter, there
is usually a flow of foreign exchange irom
the Reserve Bank into the rest of the banking
sector, in the form of dividends and interest
payments. This is normally matched by a
flow back in the following month.

Another possible reason is the import of
maize because of the drought. But he doubts
whether this would have been reflected yet in
the reserves figures. There has been specula-
tion that the Bank’s intervention in the
financial rand market in late March could
also have drained reserves. But Bank GM,
gold and foreign exchange, James Cross says
this has had little effect. “Rather the change
is a reflection of quarter-end commitments
as well as some capital payments following
the scrapping of preferential forward cover
last year.”

Gold reserves rose R104m or 1,8% to
R5.9bn ($2,06bn). A drop in the value of
gold holdings from R901/oz to R883/oz
over March countered the effect of the in-
crease in total gold holdings from 6,4m oz in
February to 6,7m in March. u
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Macao, the Portuguese colony

in China, will visit South

Africa in May. -
Among the officials will be

the secretary for economic
and financial affairs and a“°

representative of the depart-
ments of ecomomy, foreign
trade and investment. -

The 25-member delegation
will include industrialists,

bankers, exporters and im--

porters.
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-ade

shown an

8% a year, will pass to Chinese

-~ sovereignty in 1999

Macao has redu de-
dence on casinos and tour-
1sm for foreign earnings by ex-

panding its manufactured |
‘exgnrts, especi 2xtites
arn

garments.

It has also em ed on in-

frastructural* projects inelud-
-ing ‘an international airport
" . .andabarbour. - |
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dustries is mounting a trade |

mission o K from June
20 to 28. ngln L.

" The chamber says Kenya
offers a relative degree of
sophistication and a free
market system that should
interact well with South Af-
rica’s industria!:' evel of
competence. - Lfr L.

The Western Cape, wit its
concentration of consumer
orientated industry covering
a wide field, is regarded as
well placed to expand busi-
ness into Kenya.

The trade mission is open
{o registered exporters. It is
limited to 15 participants,
who will be accepted on 2
first-come first-served basis.

The total cost will be
R7 000, with a deposit of
R2 000 and the balance paid
by May 29. _

Under the Export Market-
ing Assistance Scheme
(EMA), registered exporters
will qualify for financial as-
sistance of 50 percent of the
airfare and a daily allowance
of R300.

Further details from the
deputy director of the Cape
Chamber of Industries, Co-
lin Boyes, on
= (021) 21 5180,
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Tanzania at Safto

| A SENIOR member of the Tanzanian Government and 3

Southern Africa Development Co-ordinati n
(SADCC) executive will visit SA. K Bmﬂ
They will address the SA Foreign Tra D |
0

s q

{Safto) conference on Apri),28 and 20 on “SA—an
for trade and industry”. [ Cpus f qfﬁ- A
George Kahama, director general of Tanzahia's Investment
Promotion Centre, will also meet Department of Foreign
Affairs officials and businessmen. o
Harry Thompson, chairman of the SADCC regional conneil,
will talk about regional trading blocks at the Safto conference.
Tanzania is believed to be considering the removal of visa
requirements for South Africans. o
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in forex losses

CAPE TOWN — The serious
drought will cost South Africa
thousands of millions of rands |
in foreign-exchange losses, chief
economist of Sanlam, Johan
Louw, says in the group’s latest

economic report. S :

He predicts that imported
maize and maize products alone
may cause a forejgn-exchange
loss of R3 000 million.

Overall, prospects for South
Africa’s foreign trade balance
are reported as not favourable.
Although an upswing Is expect- |
ed in the economies of South |
Africa’s major trading partners
during the course of the year,
Sanlam does not foresee much
of an improvement in exports
vefore late 1992. A notable in-
crease in the gold price also
seems unlikely.

As a resuit, considerably
smaller surpluses are expected
on the current account of the
balance of payments.

A surplus of R4 000 million 1s
predicted for 1992, compared
with last year’s surplus of
R7 422 million, but due to the
lifting of sanétions, and the pos-
sibility of IMF loans, an Im-
provement on the capital ac-
count may well be expected.
This should make up for the
smaller surpluses on the cur-
rent account to the extent that
foreign reserves should con-
tinue increasing.

An average inflation rate of |
around 14,5 percent is predict-
ed for 1992, compared with last
year’s 15,3 percent. By Decem-
ber the rate should be between
12 percent and 13 percent.—

Sapa.




SYDNEY — 2 delegation of
‘Australian business leaders will
Visit South Africa in August in
,anticipation that Australia;,will |
lift trade sanctions anth open
formal trade talks by July, the
iorganisers said yesterday. .
"~ The Australia-Southern Afri-
«can Business Council said tim-
ing of its mission was based on
expectations that South Africa |
| would have an interirm govern-
ment and constitutiona] assem
bly :by July, allowing Australia
to scrap remaining sanctions.

Organiser Cliff Reece said: |

“It’s in everybody’s interest to
get trade going with South Afrj-
~Caas S00N as possible, -
" “While we prevaricate on
<Whether we should or not, other
. countries like Germanj'?f‘f-Nor-
- [*way, the USA and all the south-
east Asian countries are in
"there already, signing up.export
orders and forming joint; ven-
“tures,” he said.

The mission had the support
of the African National:.Con-
gress, he said. ]

Council chairman Mike Jones
Said Australians were particu-
larly. interested in joint'ven-
tures; drawing on the similar-
itiesi between Australianahd
South African resource-based |
ecoromies, B
~ Australian trade bans; on
South Africa include exports; of
0il and imports of key” South
African produets such as urani-
um, coal and stee].

._ Aﬁstqalia last, year renewed

&

direct air links and cultura] and

scientific exchanges, — Sapa-
Reuter. e

r !{‘! ’.fi;.




ghi na-—SA, 'l;ies
: Bﬁ?ﬁ'ﬁi’; 2%—, I'L(.gummunist
Party:: general secretary
Jiang Zemin gave further
indications that China and
SA could establish ties soon,
at a meeting with a delega-
tion of SA communists re-
ported in Beijing yesterday.,
~ -Speaking to SACP gener-
al, secretary Chris Hani,
Jiang said “China . . . wish-
€s to maintain relations
with all the world’s coun-
fries on the basis of the
principles of peaceful_co-
existence”. ( 4 74
Jiang’s rémarks coii-
firmed Beijing’s already
expressed desire to norma-
lise ties with President F W
de Klerk’s government.
China and SA are explor-
ing ways of expanding bi-
lateral trade. — Sapa-AFP.




il

R N I

= il ey,
ot

WEDNESDAY, 22 APRIL 1992 784

Et/nnm v\

783 ffeﬁpﬂ}, * 785 .ﬁm.:_‘ G Qf WEDNESDAY, 22 APRIL 199> I e A 786 -

w enthusiasm of some of the private entrepreneurs  asked me to do. In terms of the new policy for After it . — LS A S w )

! who wish to flourish. [Time expired.] /. roads, we shall maintain the existing road net- nﬂnﬂ. ! me,_m to light that the provision  The DEPUTY MINISTER OF JUSTICE: . i
: : . work. If there is money left in the kitty, we shall cernec had allegedly been misused to (1 d + . 2 =
i Mr M RAJAB: Mr Chairman, I stand corrected upgrade the roads. If there is money left after | a great extent, and that some of the . ) an ,ﬁv The .mn__.:r African Law Commis- g
i by the hon the Minister of Transport who said that, we shall build new roads. That is our policy. | clothing imported in terms of the provis- son, at its meeting held on 3 February 1992,

3 that"we require R2,8 billion instead of R2,269 We _mrn::n_ like to ask the four provinces as well : “ua_._. had become mcE_mEm in ..u.d_.:mQ recommended Em+n._r.rm question of “Entha- 3

_m billion to keep our roads in a proper state of as the independent and self-governing states to ! -::m_m.wmm,n_gm matter was investigated by nasia m:a. the m._,:wnﬂ_ preservation of life” be “

; maintenance. Quite obviously I bow to the hon help us in implementing this policy. : e cm_w of Trade and Industry who will included in an Investigation in its programme. i

m the Minister’s expertise in this regard. After all, ; Mwﬂ MH :&E ﬁqctﬁmmm_m to Gﬂ.ﬁw_ﬁﬂmﬁ for On 2 Em:“.: 1992 I formally approved that the

° he is the Minister, not 1. QOur national road assets are valued at about R90 o _.m , ﬂ” ﬂﬂ:.ﬂ the provision in order matter be included in the programme of the 2
. o billion. We have to keep those assets intact for [Testrict the misuse thereof. The alleged Law Commission under the title “Living =
. appreciate the admission made here by the :w.: future usage. That is why maintenance is our first oonses are specifically connected with a WIll”. At present the pr oject is receiving the ; %
m the Minister this afternoon that we do require priority. [Time expired.] concession granted a few years ago which Law Commission’s attention and interested 3 =
i more money for the maintenance of our road . ” allowed the Organizations concerned to parties are welcome to submit propo als in thi £
: systern. It is interesting that just two weeks ago,  Debate concluded. mmm a part of Em:..mmnomn-rmna clothing in regard to the Secretaria P ﬁmﬁmﬁ, In this - k-
in the debate on provincial affairs, his colleague, _ ordaer to cover import and distribution sion. E - OMInIS- ;. =

costs. It will, inter alia, be recommended
that the m@cﬂmﬁm:unmmn_ Eﬂnmﬁhﬁ: be

m the hon MEC in charge of roads in Natal, was
: decrying the fact that not enough had been
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allocated to Natal per se for the maintenance of QUESTIONS neelled @ chw_ INTERPELLATION k-
roads in that ﬁ._di:nm. H.Emm wondering whelher, +Indicates transiated version (a) The goods'in questtdn are supplied | -
in the provincial allocation of the budget for the free of nrmnmm. by churches and wel- The sign * indicates 3 translation. The sign + g
maintenance of roads, Natal was not in fact  Fororal reply: fare organizations abroad to similar  used subsequently in the same _._:mwﬂn:m:.::_ g
short-changed. . . organizations in South Africa which  indicates the original laneuape * 25
. General Affairs. In turn, distribute them free of . ° SHE

The CHAIRMAN OF THE HOUSE: Order! I b lothine: . charge to needy people. Import per- Own Affairs: u
regret that I have to short-change the hon Second-hand clothing: permits mits are therefore issued for humar- . 2
member. His time has expired. 1. Mr M RAJAB asked the Mini of Trade itarian reasons. Springfield College of Education: facilities 4
The MINISTER OF TRANSPORT: Mr Chait- and :._ﬁ_ﬁm_”—.w.“ ...-:J—_ A.‘Uv U—:.mﬂm H@Gm. 121 “no-value™ m—u.__un_ﬂ._” . Mr M RAJAB asked H_Amu z_.ﬂ_.m.m.Wﬁ of Educa-

tion and Culture: n) :..,,, \%U R M
(1) Whether it is the __:m::“,:m« his Depart- b
ment to restructure the facilities at the
springfield College of Education in view

of its in-service programme; if not, why
not; it so, what are the relevant details;

man, [ agree that everyone is short of money. If
that is vahid for Natal, it 1s valid also for all the
other provinces as well as the SA Roads Board.

permits with a value of R639 939 jor
Customs purposes were issued to
churches and welfare organizations.

(2) No.

Mr M RAJARB: Mr Chairman, arising out of the
hon the Deputy Minister's reply, I wish to state
Em.ﬁ I have a list of supplementary questions with (2)
which 1 will not burden the hon the Deputy
Minister of Justice and of the Nattonal Intelli-

(1) Whether his Department has issued any
permits to churches and welfare bodtes to
import second-hand clothing duty-free; if
so, (a} why and (b) how many such
permits were issued;

L Ll Ll LI )
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[ should like to say that there is an alternative.
There 15 always an alternative. It is part and
parcel of the practice of toll roads. T think the
hon the Leader of the Official Opposition is
correct in saying we must not push people onto
new toll roads. We must have another look at the
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(2} whether he will make a statement on the
matter?

o i
] '
=g
ik Hy
Ao 0
Figii

whether he will make » statement on the
matter?

T

Segy

DIOZE
The DEPUTY MINISTER OF JUSTICE (for

i )

I -mdd
L] et
EEa =ty -

D1I6E.INT

matter, however. We cannot keep two roads
right next to each other in a superb condition.
We shall have to address this again. It will be a
political debate, however, and therefore I do not
think it would be appropriate to discuss it now.

[ should hke to say that according to the Budget,
the SA Roads Board will get about 52% from the
Exchequer in 1992-93. The rest, 48%, will be
financed by toll roads. Toll roads, therefore, are
a major roleplayer in providing roads in South
Alfrica. Unfortunately it will not be possible to
build roads without toll roads.

I should also like to say that because of the
shortage of money, we introduced a new policy
on roads at the end of last year. 1 should like to
summarise it, as the hon member for Bayview

the Minister of Trade and Industry):

(1) The provision in rebate item 405.04/
63.09/01.00 in Annexure 4 to the Customs
and Excise Act allows churches and wel-
fare organizations to import second-hand
clothing duty-free, provided the churches
and orgamzations distribute the clothing
free of charge. To qualify for the duty
rebate, these organizations are required
to submit a written statement to Cuostoms
and Excise in which they undertake to
distribute the clothing free of charge.
Under notmal conditions, the import of
second-hand clothing is subject to import
control in terms of the Import and Export
Control Act, 1963,

gence Service. 1 have had a communtcation from
his colleague the hon the Deputy Minister of
,_J_.m.ﬁ_m and Industry and I appreciate the fact that
he is not here because he is in Johannesburg. I

will ask these supplementary questions by means
of direct communication with him.

Voluntary euthanasia
*2. Mr M RAJAB asked the Minister of Justice:

(1) Whether he has set up or intends to set up
a _Eﬂw lo mvestigate voluntary euthana-
s1a; if not, why not: if 50, what are the

relevant details; m%ud

(2) whether he will make staterient on the
maiter?

Hrm MINISTER OF EDUCATION AND CUL-
ﬂcmm_ The answer to the first part of the
Interpellation is no. The intention of the Depart-
ment to restructure facilities at the college is not
due to the implementation of the

. en In-service
education and (raining programme,

The facilities and infrastructure at the college are
betng refurbished by way of renovations and
repairs to the tune of R2 169 796 for the pre-
SErvice programmes on offer at the college. The
cnrolment in these programmes has increased to
approxmmately 577. The projections for the next
lwo years are an intake of approximately 650 for
1993 and an intake of about 700 students in 1994,
These renovations and repairs include offices for
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the Iectorate, updating administration offices,
updating the cafeteria, a new staff room, a new
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PGST—APARTHEID South-
ern Africa faces an emormous
challenge of turning the
transport sector into a vehi-
cle of real economic empow-
erment,

This was one of the views ex-
pressed by many leaders during the
annual meeting of National Afri-
can Federated Transport Organisa-
tion (Nafto) held in Johannesburg
last week.

They said South Africa was on
the verge of an era which promised

a better future for transport and.

related organisations such as Nafto
and the Southern Africa Black Taxi
Association, and indeed the entire
Southermn Afnica.

1t should be noted that economic
performance of sub-Saharan Af-
rica, and wn particular its transport
component, has left much to be
desired. '

In this sub-region aparthetd has
beenchicfly destructive onthe eco-
nomtic and social nucleus, espe-
cially on transport networks in the
SADCC sub-region.

The new political era dawning
on South Africa will provide
Southemn Africa with a golden op-
portunity to refease its full poten-
tial of realising the dream of creat-
ing a Cape-to-Cairo transport net-
work.

Change

The opportuniites are further
enhanced by the *“winds of
change’’ in the sub-region.

These are manifested in the
growing role the privale sector is
assuming in the economy, the
emergence of a bigger voice for
professionals and renewed deter-
mination by Southern African
countries to take charge of their
own destiny.

Among the leaders who ad-
dressed the conference, whose
theme was “Opportunities and

challenges facing the new South

Africa - the role of transport in

eat

wf%ww 4l9-

economic empowerment’’, were

presidents of the ANC Mr Nelson
Mandela, the PAC’s Mr Clarence
Makwetu, Azapo’s Mr Pandelani
Nefolovhodwe and Nafcoc’s Dr
Sam Motsuenyane.

International participants in-
cluded the secretary-general of the
Preferential Trade Area for East-
ern and Southern African States,
Dr Bingu Wa Mutharika, and the
director-general of the Eastern and
Southern African Management In-
stitute (Esami), Dr Kasuku
Mutukwa.

Joint ventures

The opportunities and chal-
lenges were aptly put by Mutukwa
when he said: “There are now
massive opportunities for invest-
ment, for joint ventures, for facili-
tating free movement of goods and
people inrespectof all modesin the
Eastern and Southern Africa sub-
region.’’

He satd a healthy political dis-
pensation in Sonth Africa might
allow the sub-region’s economic
interdependence and overall
growth taking advantage of the
country’s (SA) industnial and tech-
nological skills.

Second, substantial
infrastructural facilities have been
provided whose usage could be free
from the political restraints of the
past.

Third, a wider market and a joint
approach could increase the bar-
gaining power of the sub-region.

Fourth, given trade liberalisa-
tion, increased opening up of trade

RABOROKO

and therefore transport demand
between South Alrica and the sub-
region, the transport integration
would take place in anenvironment
better disposed towards regional
co-operation’ both at continental
level and at the second-tier PTA
level, where Esami wasrecognised.

He said Nafto trucks and buses
should be able to go as far as the

- equator and beyond. Indeed, he

added, in these changed time, the
“dream of Cape-to-Caire’™ trans-
port services is within reach.

“In pursuing various straiegies
bent on the realisation of her objec-
tives, Nafto can count on the sup-
port of Esami. We are pufling our
management development pro-
gramme and consultancy services
at the disposal of the new South
Africa.”

Revenue

Mutharika said: “It is a well
documented fact that the Republic
of South Africadominates the mar-
kets of the sub-region, especially
those of its neighbours and beyond,
to which it exports manuiactored
and other goods. And in tum these
countnies are an ¥mportant source
ol revenue for South Africa’s trans-

Post-apartheid era
faces gr

port sectOr, especially its harbours
and railways.

“According o SADCC esti-
males, total irade between its mem-
ber countries and South Africa
amounied to 6,5 billion US dollars
as compared to intra-SADCC trade
of less than 2 billion dollars in
1986.””

Muthanka Sﬂld a trade-related
area of co-operation between the
PTA and post-apartheid South Af-
rica was the creation of Easternand
Southern African common market.
“This would imply the merger of
the South African Customs Union
with the PTA”’, he said.

- The hiberation movement col-
lectively concurred with the notion
of regional and continental eco-
ROMIC co-operation transport,

Optimistic

Mandela said he hoped Codesa
would be one of the vehicles of
creating a post-apartheid base fora
transport network and co-opera-
tion in Southern Africa.

He said he was optimistic that
sanctions would go and more in-
vestiment would help empower the
Africans economically. But, he
added, before that could happen
“we need 1o join hands for peace
and reconciliation in the sub-re-
gion.”’

He urged trade unions, political
and business orgamsations to de-
bate the future ecnnnmy of South
Africa.

Makwetu asked the transpnrt Or-
ganisations 1o join hands in ex-
ploiting the new route from Cape to
Cairo. It was up to them 1o take
advantage of the opportunities.

Netolovhodwe said transport
would play a vital role in promot-
ing healthy business.

President of Nafto Mr Peter
Rabali said his organisation
planned to diversify from freight

transport to help transport people

across the continent.
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GOOD export performance in the first three
months of this year saw the {rade surplus
38% higher than the surplus recorded in the
first quarter of 1991, figures released yester-
day by the Customs and Excise directorate
showed. L |
" The trade surplus narrowed to R1,77bn in
March from R1,8%bn in February with a

-~ -small rise in exports to R5,97bn compared

with R558bn in February and R4,8bn in
March 1991. Unclassified exports — mainly
of gold and armamenis — were also higher
at R1,96bn in March from R1,87bn in Febru-
Total imports increased to R4,198bn in
March from R368bn in February and

R3,66bn a year ago. The rise in total imports

refiected a steep rise in unclassified imports
— mainly oil — to R6449m in March as
against R371,4m in February.

SA Foreign Trade Organisation (Safto)
chief economist Bruce Donald said despite
tough conditions in foreign markets, SA per-
formed reasonably well. The 38% increase
in the first quarter of 1992 brought the trade
surplus to R4,4bn. '

Exports grew 12% in nominal rand terms
to R16,4bn in the first quarter compared
with the same quarter last year while im-
ports grew 5% to R12bn, he said.

Exports #! ”%W
| cording an increase of 26%.

Donald said their sustained growth mi
be partly linked to the beneﬁtg; that 1111111.':15]:1E
facturers obtained through the General Ex-
port Incentive Scheme (GEIS), and, in the
case of the motor industry, the bhenefits
gained through Phase VI of the local eontent

programme. This trend was “assisting in th
diversification of SA’s exports awag l?ron?

their dependence on primary and minimal]
processed produ ".p y
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Donald said the biggest contributor to the

. export growth trend was the jewellery and

precious stones category (mainly diamonds),
up 79% in the first quarter. .

Commenting on manufactured products,
Donald said transport equipment had put in
a remarkably strong performance in the
first three months of the year, rising by 75%.
“Other manufactured produets” also contin-
ued their positive trend with plastics up 45%,
chemicals 35% higher, and machinery re-

[0 To Page 2

From Page 1

The “statistical anomaly” created by mas-

sive imports of oil at the beginning of last
year in response to the Gulf crisis was of

particular relevance, he said. Excluding up-
class_Lﬁed imports,  imports grew 10% in
nominal rand terms in the first quarter com-
pared to the same quarter last year.

_ “Consistent with the recessionary condi-
Lions in the local economy, imports of indus-

trial materials remained relatively static.”
Donald said. y static,

————
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Keys tour to develop Ear East trade links

TRADE and Industry Minister Derek Key 7(f'

left.on a Far East tour yesterday to devel-
op closer trade relations, particular WIth
Chma and Japan. 610 Z'(f['/

Keys was accompanie rade and
Industry director-general Stef Naude, the
Finance Ministry’s special economic ad-

viser, Japie Jacobs, and prominent busi-

nessmen and representatives of the Afri-

kaanse ‘Handelsinstituut and Sacob. The

group includes Attie du Plessis (Sankorp),
Spencer Sterling (Samcor), Dawid Mostert
(Dorbyl), David Brink (Murray & Roberts)
and' Basil-Hersov (Anglovaal).

Keys will visit China, Japan and Taiwan,
and Naude will then lead the delegatmn to
South Korea and India.

KARIN FHANKEN

Keys said the visit to China — at the
invitation of Foreign Economic Relations
and Trade Minister Li Langing — would
involve top-level talks to normalise trade
relations. In February, business leaders

from mainland China paid their first visit

to SA, also to normalise relations.
In Japan, Keys will meet Trade and
Industry Minister Kozo Watanabe and

- Finance Minister Tsutomu Hata.

A department spokesman said the visit
was important as it was the first major
trade mission at ministerial level,

In Taiwan Keys will meet Economic
Affairs Minister Vincent Siew,




l SHARON WOOD ‘

TWO regional trade organisations, former-
Iy hostile to SA, are sending delegates to
speak-at an SA function next week,

TheSouthern African Development Co-
ordination Conference (SADCC) and the
- Preferential Trade Area (PTA) will each
send two senior representatives to a trade
conference organised by the SA Foreign

Trade Organisation (Safto). @,m%ﬂ

Both groups aim to liberalise trade, en-
courage economic co-operation and create
a regional common market. The SADCC
was originally created to reduce its mem-
bers’ dependence on SA. lLH l Cl T

A senior PTA representative, who did
not wish to be named until the conference,
- agreed this week to attend along with

 “Hostile’ trade bodies

send delegates tq.SA
SADCC Regi Busi ir-
mAan Harr;gfl?llll;!ns u':ls.lnéf?%%@ = ]r:) |

The additions to the conferénce’s speak-
ers top a list from multilateral funding
agencies and the private sector in Nigeria,

Tanzania, Ivory Coast, Angola, Namibia,

~ Zimbabwe, Zaire, Botswana, Mauritius,

Madagascar, Malawi and Reunion.

“The burning need for regional co-
operation in sub-Saharan Africa to create
the infrastructure for a prosperous trading
bloc and to overcome disasters such as
drought will be addressed at the confer-
ence,” Safto Africa division head Paul
Runge said.




- TARIFFS AND PROTECTION

Into the great wide open

nmy I oy

SA can no longer afford the ‘self-suffi

Our economic problems are 100 complex for
any single factor 10 take the blame. Exces-
sive State spending, inflation and negative
:nterest rates come to mind. So does protec-
tionism — aspects of which have been ap-
plied with cunning sophistication and geared
to fulfil grand political designs.

The issue has never been free of a political
dimension — self-sufficiency in the face of a
hostile world. It is time SA

My (lAT

gularly ineffective in triggering develop-
ment. Little real progress has been made by
local manufacturers in meeting domestic
needs, despite “rather high protection and
the emphasis placed on self-sufficiency in the
sanctions period.”

He says the 1DC also found that export
sectors performed far better in terms of
growth and productivity than the rest of

industry, while “sectors rc¢-

evaluated its usefulness and
long-term consequences.
Tariff walls have grown
higher with 1mport, Sur-
charges, compounded by an
undervalued rand. Yet, in a
world where the 100-plus
signatories to the General
Agreement on Tariffs &
Trade have benefited hugely
from trade liberalisation,
government’s lethargy has
been counter-productive.
The Industrial Develop-
ment Corp (IDC) — a major
structural implement of poli-
cy — is well aware of this.
MD Carel van der Merwe

26 « FINANCIAL MAIL = APRIL » 24 1992

ceiving moderate protection
performed better than those
with high protection.”

Indeed, high duties had
“left SA unsophisticated in
the use of non-tariff mea-
qures to counter dumping
and disruptive competition.”

The outcome of protec-
tionism is thrown into focus
by comparison with Taiwan,
where trade barriers began
to be dismantled in the mid-
Fifties as a deliberate mea-
sure to foster trade and in-
creasec prospenty.

In 1970, says Van der
Merwe, SA’s per capita
GDP was about US$600,
Taiwan’s $360. Twenty

ol

ciency' which underpinned apartheid

Bl Weighted nominal tariff
477 Weighted import surcharge
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years later, Taiwan’s had zoomed to more
than $6 000 — and still growing — while
SA’s reached a mere $1 600. Last year,
Taiwan's foreign reserves werc $82bn (the
highest in the world) compared with SA’s
$3bn. And, like Switzerland, Hong Kong,
Singapore and all countries that keep trade
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Taiwanese exporls ... success throu
barriers low, Taiwan has low unemployment.

SA has, therefore, been held back in a
world where commodity-based, protectionist
economies are the laggards.

Taiwan’s export boom is the envy of the
world. India — seen as the most promising
Asian economy in the early Fifties — chose
the opposite route. Only now is it beginning
to recover from its dismal growth record
under a highly protectionist economic re-
gime. The SA experience is not dissimilar.

International Freedom Foundation (SA)
research fellow Anthony Grinker wrote in
January: “The only reason for the reversal in
Taiwan’s economic fortunes was the lifting
of protectionist barriers and the general free-
ing-up of the economy.”

He argued: “Though government at-
tempted to make SA self-sufficient, the local
economy failed to substitute many items,
forcing both industry and the consumer to
buy imported versions that, due to tariffs, are
more expensive than they need be. Not only
is the consumer forced to pay more, directly,
but indirectly consumers also have to pay
more through higher taxes to pay for govern-
ment subsidies to local industry.”

Trade & Industry spokesman Gerrie Breyl
says government budgeted more than R2bn
in March for export subsidies — to recom-
pense exporters for lack of competitiveness.

University of Cape Town economist Brian
Kantor comments: “We are chasing our own
tail by penalising imports on the one hand
and subsidising exports on the other. If we
want to move away from our dependency on
minerals exports, the ability to source com-
petitively is crucial. We must gradually re-
duce tariffs in a phased way and make use of
the law of comparative advantage to develop
niche markets for manufactured goods.”

The penalties are real. Grinker points out
that a local cup of tea costing 5¢ would have
cost 3,5¢ had government not sanctioned an
agreement between the SA Tea Council and
local packers forcing them to take 54% of
requirements from local crops. Similarly, we
pay R2 800/t for PVC polymers, against a
world average of R1 300/t. Clothing manu-
facturers are forced to pay inflated prices to
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protected textile man-
ufacturers, making
them uncompetitive in
export markets.
Grinker adds that
local industry’s export
competitiveness is fur-
ther eroded by tariffs
on imported machin-
ery —- which make
local goods even more
EXpensive.
*“*Protectionism
leads to inefficient al-
location of resources
and hinders the com-
petitive mechanism
present in the free
market, leading to
skewed economic de-
velopment and mono-

polies. The situation can no longer be tolerat-
ed where the consumer is considered a
criminal for wanting to buy cheaper and
better-quality foreign goods rather than infe-
rior local products.”

Frank Vorhies of Midrand Campus, a suc-
cessful private-sector tertiary institution, is
worried that State concessions to huge enter-
prises such as the Columbus stainless steel
project and Alusaf’s capex expansion could
distort prices in the local

)

in world production, which indicates that
countries are relying on trade to an increas-
ing extent,” says Van der Merwe.

An integral part of long-term restructur-
ing should be speedy implementation of the
IDC’s tariff reform policy report — handed
to government in July 1990.

Politicians and some business leaders still
ascribe our economic malaise t0 a combina-
tion of trade and financial sanctions, politi-
cal violence and investor uncertainty over
future ANC economic policies. While these
factors do have a strong impact on savings
and investment and, ultimately, on economic
growth, one of the most harmful impedi-
ments to prosperity is protectionism aimed at
impractical levels of self-sufficiency. These
were originally demanded by apartheid — to
foster fledgling industries or retaliate against
some other free-trade “transgressor.” This 1s
what needs to be unravelled.

The essence of the IDC proposals were
summed up in the International Monetary
Fund’s January 1992 report, Economtic Poli-
cies for a New SA. They include:

[0 A more uniform tariff structure. Formula
duties (which tend to create floor prices)
should be eliminated and replaced with
“more standard anti-dumping procedures.”
According to Webber Wentzel's Leora
Blumberg, government has indicated that
SA will soon sign the Gatt

market. He says there
should be no attempt to
‘“protect” these projects
against cheaper imports;
what is needed is renewed
focus on economic reform.

He adds: “I am also wor-
ried about a proposed eco-
nomic pact involving big
business, big labour and big
government.”

Cape Town Chamber of
Commerce’s Herbert Hirsch
agrees: “The economy has
suffered tremendously from
incorrect protection policies.
Lack of competition has ag-
gravated inflation. To hft
the economy out of the dol-

Anti-Dumping Code. New
anti-dumping legislation
was expected to pass 1ts
second reading in parlia-
ment this week. But many
see anti-dumping measures
as the protectionist’s favour-
ite policy tool;

[J Import surcharges should
be eliminated soon as inap-
propriate;

O There should be a sched-
ule of reductions in ad va-
lorem duties over five or six
years, with faster tariff re-
duction aimed at maximum
protection of 30% for the
manufacturing sector and
15% for other sectors; and

drums, it must be based on
competitive exports —
which means that protective
distortions must be re-
moved.”

The lessons are clear: pro-
tectionism leads to waste
and economic stagnation. Its
cumulative effect encour-
ages those who enjoy protec-
tion to seek further 1solation
from market forces through
cartels and orderly market
agreements, in a vIiClOUS
anti-growth circle.

Conversely, free-trade
policies and reduced tariff
barriers have set off a global

0 The selective approach to
granting import tariffs
should be replaced by an
‘““‘automatic system that
would operate within the
overall policy framework of
lowering levels of protection.
As an immediate step, the
requirement that protection
be contemplated only when
at least 60% of local demand
can be met would be elimi-
nated to avoid the establish-
ment of further uncompeti-
tive products.” .

These lofty ideals remain
little more than that — al-
most two years after govern-
ment received the IDC re-

trade surge. ‘‘Growth In
world trade exceeds growth

port. The Board of Trade &

M
.2
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- Industry’s Helgaard Muller says: “The IDC
report is with the Minister and no decision
has been taken on its implementation.”

New Trade & Industry Minister Derek
Keys has told the FM that while the IDC
report is a useful document for policy forma-
tion, it won’t necessarily form the kernel of
that policy. He emphasises that he won’t
reduce protective barriers without taking in-
dustrial interests with him step by step.
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A spokesman for Keys
elaborates: ‘“The Minister
has asked for a breathing
space on the implementation
of the IDC report. He sup-
ports the careful lowering of
tariffs but does not want to
do it too quickly if no mecha-
nisms exist to retain employ-
ment or to re-employ the un-
employed. But SA has made
certain tariff review offers to
Gatt, which shows we are
looking at tariff policy.”

Breyl adds: “if (problems
at) the Uruguay Round of
Gatt are resolved soon, we
will start lowering protection
on 55% of our tariff headings
as from January 1 1993 and
over periods of five years and
longer in ‘sensitive’ cases. But our offer to
Gatt is a separate issue from the 1DC re-
port.”

Slow and prolonged tariff adjustment will
affect industrialists, especially those who
have made substantial investments on the
back of protectionist policies. The adjust-
ment will be painful for them. Trade unions
will be dismayed at what they see as the
destruction of jobs as protection is lowered
and some vulnerable, inefficient undertak-

. ings go to the wall.

Keys

Those responsible in gov-
ernment must also weigh up
the consequences of the de-
nial of growth and rising
prosperity that is the long-
term consequence of con-
tinuing protection. By using
protective measures to pre-
serve jobs that would not
otherwise exist, they are per-
petrating economic fraud
which could have profound
political consequences.

Those who believe that
market forces would not
adequately relocate re-
sources released by a policy
of tariff reduction, thereby
creaiing other jobs that are
more sustainable, have an
inadequate understanding of

the dynamics of the marketplace. If they are
troubled by fears of market failure, they

need only look at the inability of the former
Soviet empire to provide the basics of life as

a result of administrative failure. _
SA has never depended so much on sensi-

ble economic policies to promote prosperity.
it can no longer rely on rising gold or com-
modity prices to make up for policy inad-
equacies — as happened conveniently during
the apartheid years. Bold leadership should
not give way to timdity. |

After 70 years in S.A.,

excellence in service is becoming
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second nature to us

\We can look back with pride.
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But we can never sit back.
Our way of working has
become second nature
to us: Providing South
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= African industry
E & with thoroughly
| E reliable
_. E solutions from
. the leading edge
o of technology.
Excellence in service

is second nature to us

- SULZER S.A. Box 28, Bedfordview 2008.
Tel: 828-9950.
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Absa had a well developed ] )
etrenchment policy, cleared by |
Il the unions involved. __ e
Where possible, employees ma%m —\—Gmg H—o ch:w H | m. _H
ere put on early retirement. . AL LY 14 K %
] . Trade and Industry Minister _ major trading partners.
Derek Keys yesterday left with s Ry Japan recently lifted sanctions
bm.—mm. e —m t a delegation of businessmen and o ; against South Africa and also es- | NN
| government officials on a four- tablished full diplomatic relations St
Q. . m— day visit to communist China. with the country. re
“yd— m—.-A L In what is widely regarded as During their visit, scheduled ju.
Aﬁ:... 1 fr—ay one of the most influential trade for April 29 to May 2, Mr Keys B
The African Life Assur- | delegations ever to leave South will conduct talks with his Jap- | p
ance Company Limited, | African shores, Mr Keys slipped anese counterpart as well as M
has mﬁma::nmﬁ_ a 22,2 per | out of South Africa shortly aiter Japan's Minister of Finance.
cent increase in earnings | noon accompanied by Dr Stef The group will also meet var- te
per share to 18,7 cents | Naude, Director General of the ious trade organisations, banks | t
for the year ended| Department of Trade and Indus- and industrialists. The visit to | s
March 31, 1992 against | -try, Dr Japie Jacobs, Special Eco- Japan will serve to add further |
| the previous year's®13,3 i pomic Advisor to the Minister of . impetus to irade’between the two | ¢
cents. . -1 Finance, five top-ranking indus- #l  countries. . s
The dividend has been |.. trialists and representatives of ORI L ..E«%mmm.ﬁf_m@-wmw«;. 1
increased by 22,4 percent{,#the Afrikaanst sHandelsinstituut"; &1~ day-long visit to Taiwan on-May
to 12 cenis (9,8 cents) and - as ‘well ”,_m,mmﬁmmmaﬁu_. .?mwwnm.u AR _ gwlere he is to meet the Tai-

Hﬁg .mﬁ.lrrﬂrﬂllh?h! IR T TIPS . o e ey . L N .f..ﬂmﬁﬂmmm E:Hmﬁmﬂ- GH m.-ﬂﬂﬂ—cgwﬁu al k
Derek Keys . .. Also visiting

o shareholders will be of« Wik b
| fered the option of taking 1 °™ qpe j Yiota ] fairs. ﬂ
additional shares in ﬂm_._,.m..._z : _mmﬁww _MM%m nv.mmw%m ﬁﬁ_ﬁmmmmﬁ._. Japan. He returns to South Africa on | |

i i . May 3. |

* Plessis (Sankorp) Spencer Sterling

(Samcor}, Dawid Mostert (Dor- Dr Stef Naude will then head

the delegation on its visits to
South Korea and India.

South Korea lifted its sanctions
on South Africa in January 1992
and the delegation will visit vari-
ous trade and industrial organisa-
tions in an effort to expand trade
between the two countries.— |

Sapa.

Recurring premium
income rose 33,5 percent
to R75,5 million
(R57,2 million), while
total income increased
30 percent to R92,4 mil-
lion (R71 million).

Total new business in-
creased by 78 percent.--
Sapa. L

i e—————— - p—

is to conduct fop level talks to

‘byl), David Brink (Murray apnd further normalise trade relations

_Roberts) and Basil Hersov (Ang- with the People’s Republic.

. lovaal). _ - Although it is not 2 sales mis-

The delegation will visit Beij- sion, representatives of the prl-

ing. from April 24-28 at the invi  vate sector will have the oppor-
tation of the Minister of Foreign  tunity to identify trading Oppor-
Ecanomic Relations and Trade of tunities with China. N
the People’s Republic of China. The delagation will also visit

~ The main objective of the visit

Japan, one oOf South Africa’s
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Exporters continue to

11 Lunsche

South Africa’s exporters

continued to perform well in-

the first quarter of this year
despite the sluggish interna-
tional economic environ-

- ment.

Exports grew by 12 percent
in nominal terms to
R16,4 billion, compared with
R14Bbllhﬂn in the first three
months last year, which lifted
the trade surplus over the
period by 38 percent to
R4 4 billion (R3,1 billion).

Imports during the quarter
rose by only five percent to
R12 billion from R11,5 billion
last year, which 1mphes a sig-
nificant decrease in real terms.

However, a statistical anom-
aly was created by the massive
1mpnrts of oil at the beginning
of last year ahead of the Gulf
crisis. |

If the unclassified import cat-

egory (mainly oil) is excluded

from the trade figures, imports
showed a 10 percent rise in
nominal terms during the quar-
ter.

The improvement in exports
was achieved despite the poor
economic performance of the
world’s industrialised nations,
which has depressed base and
precious metal prmes SA’s
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The country’s trade balance, including bullion, month by
- ‘month in R’00 millions.

major export commodities.

This was reflected in the ex-

port categories unclassified
goods (mainly gold), which were
five percent lower at
R5.9 billion (R#6,2 billion) and
base metals, down two percent
to R2.1 billion (R2,2 billion).

Main contributor

The biggest contributor to the
export growth trend was the
jewellery and precious stones
category (mainly diamonds),
which rose by 79 percet from
R1.3 billion to R2,3 billion dur-
ing the quarter.

Safto economist Bruce Don-
ald suggests that given the poor
conditions currently prevailing

in the diamond market, the
movement was largely attribut-
able to the transfer of stocks
from De Beers’ diamond mines
in Namibia and Botiswana to its
London-based marketing arm,
the Central Sellmg Orgamsa—
tion.

Manufacturers continued
their strong showing of the past
two years, with transport equip
ment sales heading the list by
increasing exports 75 percent to
R437 million (R250 million) over
the three months.

Other manufactured products
also continued their posifive
trend, notably plasties with
46 percent, chemicals (35 per-
cent) and machinery (26 per-
cent).

plus

Mr Donald says that the sus-
tained growth of these cate-
gories may be partly linked to
the benefits that manufacturers
obtained through the govern-

‘ment’s General Export incen-

tive Scheme.

“In the case of the motor in-
dustry, Phase VI of the local
content programme has un-
doubtedly contributed to the
strong export growth reported
by the category.

“This trend is particularly
s1gn1f1cant insofar as it is assist-
ing in the diversification of

- South Africa’s exports away

from their dependance on pri-
mary and minimally processed
products,” Mr Donald adds.

Imports

Turning to imports he says
that consistent with the reces-

sionary conditions in the South

African economy, imports of in-
dustrial materials remained re-
latively static — imports of
chemmal goods only increased
by five percent and those of
base metals by six percent.
Machinery imports, the lar-
gest import category, grew by
15 percent to R3,7 billion
(R3,25 billion), which Mr Donald
suggests indicates replacement

~ rather than expansion of capac-

ity among South African indus-

tries.
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South Africa’s exporters

continued to perform well in-

the first quarter of this year
despite the sluggish interna-
tional economic environ-

- ment,

Exports grew by 12 percent
in nominal terms {0
R16,4 billion, compared with
R14,6 billion in the first three
months last year, which lifted
the trade surplus over the
period by 38 percent to
R4.4 billion (R3,1 billion). =

Imports during the quarter
rose by only five percent to
R12 billion from R11,5 billion
last year, which implies a sig-
nificant decrease in real terms.

However, a statistical anom-
aly was created by the massive
imports of oil at the beginning
of last year ahead of the Gulf
crisis.

If the unclassified import cat-
egory (mainly oil) 18 excluded
from the trade figures, imports
showed a 10 percent rise in
nominal terms during the quar-
ter.

The improvement in exports
was achieved despite the poor
economic performance of the
world’s industrialised nations,
which has depressed base and
precious metal prices, SA’s
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The country’s trade balance, inciuding bullion, month by
- ‘month in R°00 millions.

major export commodities.

This was reflected in the ex-
port categories unclassified
goods (mainly gold), which were
five percent lower at
R5,9 billion (R6,2 billion) and
hase metals, down two percent
to R2.1 billion (R2,2 billion).

Main contributor

The biggest contributor to the
export growth trend was the
jewellery and precious stones
category (mainly diamonds),
which rose by 79 percet from
R1,3 billion to R2,3 billion dur-
ing the quarter.

Safto econumist Bruce Don-
ald suggests that given the poor
conditions currently prevailing

in the diamond market, the
movement was largely attribut-
able to the transfer of stocks
from De Beers' diamond mines
in Namibia and Botswana to its
London-based marketing arm,
the Central Selling Organisa-
tion. |

Manufacturers continued
their strong showing of the past
two years, with transport equip
ment sales heading the list by
increasing exports 75 percent to
R437 million (R250 million) over
the three months.

Other manufactured products
also continued their positive
tirend, notably plastics with
46 percent, chemicals (35 per-
cent) and machinery (26 per-
cent).

rplus

Mr Donald says that the sus-
tained growth of these cate-
gories may be partly linked f0
the benefits that manufacturers
obtained through the govern-

‘ment’s General Export Incen-

tive Scheme.

«In the case of the motor in-
dustry, Phase VI of the local
content programme has un-
doubtedly contributed to the
strong export growth reported
by the category.

“This trend is particularly
significant insofar as it is assist-
ing in the diversification of

- South Africa’s exports away

from their dependance on pri-
mary and minimally processed
products,” Mr Donald adds.

Imports

Turning to imports he says
that consistent with the reces-
sionary conditions in the South
African economy, imports of in-
dustrial materials remained re-
latively static — imporis of
chemical goods only increased
by five percent and those of
base metals by six percent.

Machinery imports, the lar-
gest import category, grew by
15 percent to R3.,7 billion
(R3,25 billion), which Mr Donald
suggests indicates replacement

~ rather than expansion of capac-

ity among South African indus-
tries.
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at necklacings™

AN ANC regional leader yester-* - gunmen. Also in Sebokeng, police
day threatened that:'Bophutha- - found a bullet-riddled body of a four-
tswana could be made ungovern- -year-old child. .. .... .. - .
able through necklace killings .. Sapa reports police and soldiers
and bombs. =~ = .~ 7 7 yesterday launched a massive search

Sapa reports ANC western Trans- - 1 Meadowlands, where at least two

people were killed on Saturday.
MMMMMMW QM. mmwmﬂmmﬂgrmhw_%w ﬁmﬂmmww Police spokesman Govindsamy

Bushy ‘Molefe in Phokeng tédwnship Hmm“mﬁunﬁwao mm_n_mmwﬂm_ fir carms
it ..

near Rustenburg: “In SA we did i T e
. hree hostel residents were arrest-
through our necklaces and bombs; we ed for murder, one was arrested for

can easily repeat it here, possessing a homemade firearm and
Mathusa’s comments were made two for possessing ammunition.

as reports were received of at least - 2155 in Soweto, five people were

22 unrest-related deaths on the Reef ; killed and two seriously injured in a

_- panga attack on Saturday night. Four
other bodies were also found.
In Alexandra police found the

claimed yesterday Bophuthatswana
security forces had injured residents

in Phokeng in a raid. | " charred body of an 1l-month-old
Bophuthatswana police spokesman - baby among razed shacks. Four other

Col Dave George said he had no people were also killed in the town-
knowledge of anyone being injured by ship on Saturday.

policemen. He said police had gone ip Katlehong, on the East Rand,
into Phokeng -on Saturday night to  ope person died and at least 40 were

investigate reports that ANC mar-  injured on Saturday afternocon in an

shalls were “illegally” searching peo-  attack on a group of mourners. Van
ple and vehicles. _ Zweel said the mourners were trayel-

The marshalls were also reported- ling in three buses from Vosloorus to
ly ordering Phokeng residents to at- Katlehong. Three bodies were found

tend Molefe’s funeral. Police found in Vesloorus on Saturday

no evidence of the reports and nobody . Police said yesterday a wm.wmm?nﬁ.

was arrested. | o ‘woman was shot dead in an attack on
Witwatersrand police spokesman © 3 house in KwaDabeka near Maritz-
AUN—UH Ida van Zweel said one man died | _u__._u.m. A .wcuw..mmﬂtﬂ_—.nm woman and a 27-

in Sebokeng yesterday morning when year-old man were injured in a simi-

municipal policemen fired at five igr attack.
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Zamblan Tourlsm Minister Lt-Gen C S Tembo offi
National Tourlsm Board at Bruma Lake, Johanneshurg, on Friday.
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Zambian
Picture ROBERT BOTHA |

cially opened the SA office of the

Zambia entices SA companies to show

SA companies have been guaranteed $1m
in foreign exchange allocations by the
Zambian government to encourage par-
ticipation in the Lusaka Trade Show in late

Zambian Agriculture and Commercial
Society chairman George Bender said at
the weekend the dedicated foreign ex-

July. $1D02) 27 y{q)-

He said the final re"could be consid-

change allotment of as a guaranteed
minimurm. (2 J[ 13 m”&
- ] |

[ I_..._mmmu.q_.._h.mammz T |

erably more, depending on the number of
SA companies which participated.

Among the SA companies already signed
up are Afrox, Lasher Toois and EMW.

An exhibitien spokesman said Zambians
spent more than $im at last year’s show
and SA companies continued to receive
orders throughout the year. . |
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SOUTHERN Africa had a tremen-
dpns reservoir of resources which
the world needed, Swiss-based In-
ternational Public Affajrs Centre |
president Mare Battaille said |
yesterday. Foreign businessmen |
were looking at the region with
interest, he said after a meeting
between the 33-man delegation
and. President F W de Klerk.

REPORTS: Business Day Reporteras, Sapa, AP-DJ.
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to southe

SA HAS a key role to play in~

regional integration, which is
crucial for future economic
growth in southern Africa, says
Southern African Development
Co-ordination

cil chairman Harry Thomson.

Thomson was speaking at a Safto |

conference in Johannesburg yester-
day, and in an interview afterwards

said: “Every regional grouping needs
a godfather and I think SA is that for..

Southern Africa.” S
While a mandate had not been giv-

en by the SADCC official institutional -
mechanism {o accept SA, :the 10

member countries were all dealing .
and trading with SA already. He did -

_uiwm:mqmmnwmbuoogﬁﬂmm
‘were hostile to SA. .

.. The benefits of regional integra-
tion would be in providing economies
of scale, creating a competitive envi-
- ronment, raising levels of invest-

ment, strengthening the bargaining -

~ positions of member countries and
_ facilitating the free movement of
human resources. | \

Thomson put forward recommen-
dations for the region’s successful in-
tegration. Goverments would have to
move towards real exchange rates,
give more independence {0 central
banks, harmonise monetary regimes
and develop private sectors.

The conference drew
tives from countries throughout
southern Africa, many of them speak-
ing for the first time in SA.

Preferential Trade Agreement
(PTA) secretariat senior trade expert
Prega Ramsamy said the PTA was
working to increase the low inter-
regional PTA trade. |

“l1 have full expectations that a
post-apartheid SA will participate in
this endeavour.”

Inter-regional PTA trade was only
46% in 1989, and 90% of PTA trade
went to the outside world, he said.

The PTA aimed to increase inter-.

g0
m

Conference’
(SADCC}) regional business coun- -

representa- -

- agement skills.

?

Ho |
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SHARON WOOD _

regional trade to 20% of total PTA
-trade by 2000.

Delivering the keynote .address ”“.m..._

earlier former QAU chairman Gener-
al Olusegun Obasanjo said SA had the

human and matrial resources {o

overcome political, economic and

~other challenges, reports Sapa.

He said foreign trade had thrived

- during the “Cold War” era without-

much attention being paid to politi-

-.cal, social or human rights.-
" With particular reference to SA,

Obhasanjo said apartheid had fed on

the fear of communism and had

thrived as the: bastion of defence of

‘Western security and values. But

since the end of the Cold War, behav-

iour and conduct within a civilised
- order of human society had become a
consideration. =~

Multinationals

He added this trend had become a
condition for full and umrestricted
participation in world trade and for
being accepted “as a decent member
of the international community”.

He said that once the political situ-
ation had been settled, the SA eco-
nomy would be strengthened through
the injection of foreign investment.

Safto international division GM
David Graham said a number of mul-
tinationals were investigating SA as
a base for trade into the rest of
Africa, Reuter reports.

“Ultimately, it will become the hub
of the south,” he said, adding that
Safto, a private sector promotion
bedy, had been approached already
by multinationals. .

The country offered transport links
into Africa, communications, infra-
structure, industrial capacity, appro-
priate technology and project man-
It also offered a
disciplined regulatory environment
- one that Western ecompanies could
relate to — and financial services.

Africa

Gk it

Delagate ay, from left: Mauritius Gas Transport director Banymandhhub Sunil,
‘Tanzanian Investment Promotion Centra director-general C George Kahama, OECD Development Centre director Jean-

Roger Bonvin and Botswana Selebi-Phikwe Development Project representative Joe Beirne. Pictures: ROBERT BOTHA
; S
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| Business lea ers lo
at SA trade poten

Pulltlcai Staff

A DELEGATION of 32 cap--._r-

tains of the business world is in

South Africa to meet and ex-

change, views.

They, met President De
Klerk yesterday and. will meet
thie ANC;tuday, andmther polit-
idal’ figures...+ 29 -

Ehe visit ;wa*s
the ;§w:§sv-gamsed Interga;mnalt,
Public Affdirs, Cenire, to which!

business people frum 79 coun- -

tries belong. If is the equiva-
lent of the US Busmess Rnund
Table.

Dr Marc Battaille, a Belglan
addressed a Press conference
during a call on the Deputy
Minister of Foreign Affairs, Mr
Renier Schoeman.

Delegatmns from the centre .
travel to three countries a year
to luuk at husmess opportuni-
ties.

4

rg%amsed by_ 3

Xl

Members of the delegation to
South Africa come from Bel-
gium, the United States, Rus-
sia, Turkey, France, Germany,
_Hung Kong, Britain, the United
Arab Enmnirates, Slnvema, Fin-
- land, Switzerland, the Nether-
ﬂ?mlands and Japan They are

drawn’from the mdustnal sec-
tor, banking, computers, trade,
manufacturmg, machinery, the |
food"seétor, pharmaceufmals‘
msurance, construction, the
airline business, packagmg and
financing.

- This is the 42nd trip made by |
the centre, but the first time
members have returned for a
second visit. A delegation was

here in 1986.

D ‘Battaille said this showed

' “the considerable interest of

business in the development of
this country”,

A
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maybe’ in Tai

here was a mixture of awe
and envy in the mood of
- businessmen at an export con-

ference run by the SA/Republic -

of China Chamber of Economic
Relations last week when Tai-

- wan trotted out the details of
its new six-year development -

plan.
The awe was caused by the

ambitionsness and massive di-

mensions of the plan, which Tai-
wan estimates will cost a phe-
nomenal R900 billion.

The envy was stirred by the
utter confidence of the high-
powered government and private
sector experts from Taiwan
about the new economic miracles

~ they intend to weave.

No blurred edges. No trace of
room for possible amendments
to the timetable. No talk of ob-
jectives that may be met. The
various experts spelled out spe-
cific targets that ivill be met,

The aim of the exercise was
to explain the vast array of op-

portunities for a dramatic in-

crease in two-way trade and
joint business ventures hetween
South Africa and Taiwan as the
development plan bounded
ahead,

As explained .by Chao-Yih
Chen, director-general of science
and technology at the Ministry of
Economic Affairs, the incredible
cash reserves amassed by Tai-
wan in its giobal export suc-
cesses made it quite reasonable
to fix the development budget as
high as $321 billion.

Taiwan had made a formida-
ble mark on the international ec-
onomic map. Now it planned to
move into the next phase — with
schemes not only to strengthen
its industrial base still more but
aiso launch scores of new
projects to allow everyone to
enjoy the fruits of their labour.

The economic growth rate
would run at 7 percent every
year. Average per capita gross
national product would reach at
least R40 000 a year by 1996. Low
inflation would hold down annual
consumer price increases below
3,5 percent.

Annual merchandise exports
would - not might — be running
at R280 billion in 1996 and im-
ports at R270 billion. '

The South African business-
men at the conference, taking
note of the export opportunities
they intended to explore, gulped
at the sheer magmtude of the
{argets.

When it was over, they were

1eft to wring their hands in frus-

tration.
It made them realise that

bl .

yrd f

By Mike .'
Chester

whlle they had cuunterparts
overseas able to drive ahead at
full speed on economic motor-
ways fitted out with all the sign-
posts they needed, they them-
selves at the moment have o
stumble along blindfold. O

Where the heck was even the
outline of an economic plan for
South Africa? o

The headlines have been

'packed with reports about the

political goings on at Codesa,
From the new Economic Foruni
that was supposed to be wnrhng
in a parallel exercise — tutal 511
lence.

“We're at an absolute stanth
still,” one Economic Forum in-
sider tells me. “We had high am-
bitions when organised business
and organised labour agreed to
put the heads together — the SA
Chamber of Business, the Afri-
kaanse Handelsmstltuut Seifsa,
and the big trade union budles
like Cosatu.

“But it’s all ground to a halt:
simply because the vital third
voice is missing — the govern-
ment. | o
“Business and labour have
taken their seats. But the gov-
ernment refuses to sit down with
us, just as they have refused to,
sit down on the Housing Forum,
on the excuse they might become
trapped in some sort of pnhtu:al
hi-jack. - ‘

“Common sense dictates there-.
must be three sides to an Eco-
nomic Forum conference table
— business, labour and the goy-
ernment. It's impossible to press-
ahead when one side is vacant.”

The government may be mak-

- Ing a dreadful mistake in leavmg

the forum in limbo and assuming,
that the politicians alone can put:
South Africa on a new route, 7 |

The new Minister of Fmance'
taking over the reins from Dr.
Barend du Plessis would do well!
to underiine the Ecnnumlc'
. Forum when he sorts out the.
pl‘lﬂI‘ltlES on the portfolio agen—

da. "’_‘ I
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CAPE TOWN — Southern
Africa had a tremendous res-
ervoir of resources which the
world needed, Swiss-based In-
ternational Public Affairs
Centre (I1'AC) president Dr
Marc Battaille told President
de Klerk yesterday.

. Mr Battaille was attending
a meeting at Tuynhuys be

tween the 33-man delegation

and the president.
The group, which represents

a wide spectrum of economic

sectors ranging from finance

and banking to construction.
machinery and pharmaceuti-
cals, was visiting South Africa
to “learn at first hand in order
to do our strategic planning”.

Possible future investment
would be considered.

IPAC, the equivalent of the
US Business Round Table, is

an independent association of

international businessmen

who visit various countries to
meet political and business
leaders and assess investment
potential.

During its two-day visit, the
group will also meet Deputy
Minister of Finance Theo
Alant, Minister of Mineral and
Energy Affairs George Bart-
lett, members of the parlia-
mentary standing committee

on foreign affairs and ANC

representatives. — Sapa.
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Safto “Event fold
THE West had confidence in SA’s future despite the
volatile situation, OECD Development Centre di-
rector Jean Bonvin said yesterday. 3

Speaking in Johannesburg at the SA Foreign Trade
Organisation (Safto) conference on investment in Africa,
Bonvin said, however, all economic indicators pointed to
Africa slipping deeper into poverty — when most other
regions in the developing world were prospering.

More than two thirds of sub-Saharan Africa is classi-
fied by the World Bank as low-income — or having a per

capita income of below $500 a year.
Bonvin said Africa’s main burden of the past was its

external debt, but conceded this debt was perhaps not as

large as that of Latin America. In 1990 African long-term
external debt amounted to $234bn, equal to its GDP —
with $141bn for sub-Saharan countries. o
Official Development Assistance now exceeded 15% of
GDP for more than half these countries with two thirds
of imports being financed by aid. o
Bonvin said the resuilts of aid had been less satisfactory

“in Africa than elsewhere, It was clear aid favoured the

exaggerated growth of the public sector — without mak-
ing its expected contribution to growth. -

He stressed a complete overhaul of public finance in
Africa was essential for any revival of the economy.

- Solutions included:

[ Liberalising economies and bolstering political stabil-
ity to attract foreign investment:
U] Encouraging local investment by mobilising savings,
restructuring the financial system and privatisation: and
O Creating an environment for private enterprise,

But Bonvin said the prospect of direct foreign invest-
ment in the Third World appeared uncertain — due to a
looming world shortage of capital in the 90s.

He said there was the danger that Africa would be-
come the forgotten continent since capital was being
pumped into the restructuring of eastern Europe and the
Middle East. “The fundamental problem is that Africa
needs to change its image so that the investor sees it as a
politically stable region, safe for his capital.”

Bonvin gave the assurance that if this was achieved
investment capital would flow into Africa under the
same yield conditions as in Asia. |

Addressing the conference, Zimbabwean businessman
Eddie Cross said transport was a vital ingredient in
generating economic growth in southern Africa, and
more than 30% of regional trade was carried by rail.

Cross, chairman of Cross Holdings and director of the
Indian Ocean Export Company, said SA played an impor-
tant role in the region’s transport infrastructure.

“SA has as many as 10 000 wagons and 50 locomotives
north of the Limpopo at any one time, and carries 75% of
the region’s exports and 50% of its imports,” he said.

The total rail capacity of the Southern African Devel-
opment Conference Committee’s (SADCC’s) member
states was half that of SA’s, he said.

Angolan ambassador to Namibia Alberto Ribeiro-Ka-
bulu told the conference Angola’s infrastructure was in a
poor state and there were opportunities for SA businesses
to help in Angola’s rehabilitation.

Ribeiro-Kabulu outlined transport, energy, telecom-
munication and urban renewal as the four areas where
Angola needed infrastructural aid. — Sapa.
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I u#m.ﬁwhaaﬁ trade among

southern African countries is a
paltry seven percent of the
regional trade. A conference
this week sought ways to
. improve the situation.
.mu\.z_ozu_._:h-n_._bz<>

OVES towards the estab-

lishment of a southern

African trading bloc are
gaining momentum.

Spurred by the solidifying regional

blocs in other parts of the world —

. especially westem Europe — member

- nations of the Preferential East African:

-+ and South African Preferential Trade
<Area {PTA) agreement and the
ti:Southern African Development Co-
«ordinating Conference (SADCC) are
Isworking towards revitalising these
Hibodies.

They hope to increase intra-regional
-Iitrade, which accounts for cn_w about
*!seven percent of the EmE: ’s total
Ptrade at present. These organisations
._, are also looking to much closer co-

*“operation with the Southern African
“*Customs Union — of which South
b?nm 1s the dominant member with
m&ﬁﬁm:? Swaziland and Namibia as
its partners..

But high tariff walls between south-
ern African nations, inefficient com-
munications systems and physical
infrastructure, the virtual absence of

Um_mm&mm ﬁo this immr.w Safto oo:.,m..n:nm get down to business

financial institutions in most southern
African countries, foreign exchange
problems and high external debt are
hampering increased regional trade.

At a Southern African Foreign
Trade Organisation (Safto) “Southem
Africa; A New Scenario for Trade and
Investment” conference in Johannes-
burg this week speakers from across
the region stressed the need for such a
trading bloc. The appallingly low level
of intra-regional trade is unlikely to
grow much in the short term.-

Zambian trade expert Prega
Ramsammy {old the conference that
mere adherence to the trade liberalisa-
tion programmes entailing gradual
removal of trade tariffs between PTA
countries — scheduled to be complet-
ed by 2000 — would increase trade
among Southern Africa nations to 20
percent of total trade.

But, says SADCC regional business
council chairman Harry Thomson,
some governments have vested injer-
est in dragging their feet over tariff

ﬂ—..nﬁ mmSz nb_u._.m_u

reform because they use these tariffs to
boost state cofters.

Another major problem is “tied-aid”
— the insistence by Western donors
that goods bought with their donatior
be sourced in the donor countries.

Thomson emphasised certain pre-

requisites for the proper functioning of

Is re m_ob& tradin

Xy

L

bloc

also m:E.E_Sm the independence of
central banks. Both the private sector
and the informal sector need to be
developed.”

Zimbabwe businessman Keith
Aitkenson supported this by saying
that R100-million worth of trade
between South Africa and Zimbabwe
was via the informal sector — unreg-
istered traders buying goods in South
Africa to sell in Zimbabwe without
declaring them at the border.

The region is also plagued by inef-
ficient information systems, which
makes it much easier for businessmen
to deal with overseas countries than
with their own neighbours. Zambia’s
trade information, for instance, is
more than 10 years out of date.

This is further exacerbated by the
lack of financial markets: southern
Africa has just three stock exchanges
— in South Africa, Zimbabwe and
Botswana. Toillustrate the sorry state
of the financial services sector,

- Aitkenson told the conference abouta

ﬁ&ﬁma his company was m%@onnm
' from Mozambique. It took them six

- months to track the cheque down and

the trade bloc — once it gets off the

ground: “We need to have fixed
exchange rates between the countries,
and it is also essential to have properly
co- ordinated monetary and interest

Also, notes Thompson, the country
can sell itself as source for inferna-
tional donors looking for supplies to
help the million of refugees in the sub-

| Tegion.

for manufactured products, which
bodes well for the local manufactur-
g sector.

“Of the R9-billion trade with Africa

last year a large proportion was com-

i

posed of cars, chemicals and plastics -
and other manufactured products. So
it should be clear to South African
businessmen that there is a great
demand for beneficiated products in
Africa.”

it was eventually found in a Chicago
bank.

For South Africa such a bloc would
be of great benefit. Infrastructural
decay and the destruction caused by
civil war provide great opportunities
for South Africa, the only country in
the region with sound infrastructure
and advanced techanology. Further-
more, says Safto Africa manager Paul
Runge, institutions such as CSIR and
Eskom have good training pro-
grammes which countries busy with
reconstruction would find beneficial.

Runge added that if South African
naaﬁmz_mm rid themselves of “Afro-
pessimism” and their perception of
their region as bankrupt, they would
discover there is a great demand thefe
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fort to level the political
playing field before a
general election, restric-
tions on foreign funds for
political parties would
be lifted, Minister of Jus-

tice Kobie Coetsee said
yesterday.
Replying debate

on his budget vote, he

said provisions of the
Ban on Foreign Financ-
ing of Political Parties
Act would be lifted until
six months after the gen-
eral election that would
be held under the rules
of the new constitution.

— Sapa.
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Treading water @

When the invitations went out, the summit of
Trade Ministers at the Japanese mountain
resort of Bandai Kogen was intended to be
something of a celebration. The successful
conclusion of the General Agreement on
Tariffs and Trade (Gatt) Uruguay Round
was expected, after six years of negotiations.

The Ministry of Trade and Industry had
envisaged last weekend’s gathering as “75%
pleasure, 25% work.”

It was not much of a party. The deadlock
between the US and the European Commun-
ity (EC) over farm subsidies, which cost the |
industrialised economies $100bn a year, re-

mains. )
Yet another deadline passed when Presi-

dent George Bush, who says the Uruguay
Round is at the top of his agenda and the EC
leadership failed last week in Washington to
achieve the required shift in positions.

Commission president Jacques Delors said
the EC had offered *‘a modest compromise”
but “Europe is not prepared to pay any
price.”

Portugal’s Prime Minister Annibal Ca-
vaco Silva, current holder of the revolving
EC presidency, was more positive: It was a
meeting among friends . . . very constructive
and fruitful.”

So the official rhetoric is doggedly opti-

mistic in spite of 400 meetings and the 15
months which have evaporated since the *“fi-
nal” Gatt summit in Brussels in December
1990.

And the stakes are rising: the planned
30% reduction in tariffs would increase
world trade by nearly $200bn a year within |
10 years, according to the Organisation for
Economic Co-operation and Development
(OECD).

At Bandai Kogen there was talk of “new
ideas” from the EC that might go part of the |
way towards the 24% cut in the volume of
subsidised agricultural exports, which is the
Uruguay Round target. But, with Europe’s
farmers deriving half of their income from
the Common Agricultural Policy’s (Cap)
$46bn budget, the US suspects proposals to
compensate them for loss will be open to
abuse. Europe, of course, is not alone: subsi-
dies make up 36% of farm incomes in the US |
and 76% 1n Japan.

A new intensive series of talks between the
EC and the US starts this week and all
Uruguay Round negotiators troop back to
Geneva in June for yet another “final” meet-
ing. The Group of Seven summit tn Munich
follows in July.

Whether these will see the runners hit the

' tape at the end of the “final sprint” which

Gatt Director-General Arthur Dunkel start-
ed last November remains an open question.
In Japan, on Sunday, one EC spokesman
said the problems were all at the political
level — and much depends on how confident

Bush is of re-election in November.
For some cynics, that time horizon puts

the Uruguay Round on hold for another 12
months. But there is an attempt to generate
some urgency. As the trade ministers left
Japan, the EC spokesman said: “If we have
not got an agreement by the time of the G7
summit in July, we can forget about an
agreement for this year — and perhaps for-

ever.”’ |
Indeed, some officials have been saying

that just keeping the negotiations alive will
be hailed as “a success.” n
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Zhvhich groups top West-
btnmtiﬂm. R

Speaking in Johannes-
urg at a conference On
estment _in; Africa_of-
. ﬁé.bﬁiﬁ-h'é‘ §AEE9?'
neign Lyade Orgamsation,

- Bonvin sa
_ the countres 1n

L pafnca rely on foreign aid
do finance two-thirds of
Aheir imports. <

o

" Jalf

A a

eeper poverty
| _fglevelnping world thrives.
W * U rpis is according to
Jean Bonvin,. sepior offl-
cial of the Organisation

al Unfortunateljr ~ Africa

has developed a
~in the investmen

" - -

said more than

bad name
t world as

in the past aid has been
used to finance the cre-

w&tio
cies
tle to economic growth.

n of large bureaucra-
which contribute lit-

% . Any real revival in
& Africa depends on a new
approach which includes

2 complet

e overhaul of

“public finance.

"~ Bonvin said it would be
Mough to obtain foreien

a

the restructurin

“aid for Africa as capital
~2hoas being pumped into

ing of Bast-

~ “ern Europe and the Soviet
“Ynion.

. f

" Africa needs to boost

i

“investor confidence and
rovide investors with

L
real value for moncy.




PREGA RAMSAMY First uﬁu:lal wmtur frnm Preferentlal Trade Area

By ZILLA EFRAT

SAFTO’s conference on
Southern Africa this week
could be followed by a com-
prehensive Preferential
Trade Area (PTA) study on
South Africa.

This is the view of PTA
expert Prega Ramsamy. He
is the first PTA representa-
tive to visit SA in an official
capacity.

PTA members include
Ethiopia, Kenya, Zambia,
Zimbhabwe and Angola.

Mr RHamsamy says post-
apartheid SA will have an
imporiant role to play in re-
gional en-operation, but it
will have to avoid dominat-
ing the others.

The PTA study is another
step to SA’s becoming an in-
tegrated player in Southern
Africa as large trade blocs
develop in other regions of
the world.

The PTA, which has decid-
ed to merge with the South-
ern African Development Co-
ordination Conference
(SADCC), aims to boost the
economic development of its
17 member states.

Representatives from both
SADCC and the PTA say SA
will be able to join their or-
ganisations once it has sorted
out its political problems.

Safto international man- !

ager David Graham says
Safte is considering organis-
ing 2 workshop to enable SA
companies to learn more
about PTA.

Safto’s conference in Jo-
hannesburg was attended by

people from Africa and

Europe. It was so successful
that delegates decided an-
other should be held next
year.

Markets

The need for the SA finan-
cial sector to become more
active in Africa was high-
lighted. Some speakers said
SA banks were not active
enough in establishing offices
in African countries.

SA’s capacity to supply
large African markets, such
as Nigeria with a population
of more than 100-million, was
also questioned.

Businessmen from Africa
expressed their preference
for dealing directly with SA

- producers and not with mid-

dlemen who boosted prices
and caused delays.

several speakers said
much aid was available for

_development projects in

Southern Africa. But because

of failure to identify viable
projects, much money was
not used.

I emerged that SA could
capitalise on available aid in
the areas where it had strong
expertise. These included
mining, rural development
and the environment.

Head of Safto’s Africa de-
partment Paul Runge said
many delegates made impor-
tant personal contacts at the
conference which led to a
host of initiatives and behind-
the-scenes negotiations.

The Tanzanians invited SA
fumpanies to visit their coun-
ry.

Many of the visitors were
in SA for the first time.

Mr Graham says man
delegates helieve SA is final-
ly integrated in Africa.

Another step onroad to

S, (1)

He says SA delegates
showed a new sense of sup-
port for regional co-opera-
ion and genuine interest in
what other African countries
are doing,

“In the past, South African
companies tended to look
only at what they couid ex-
port to Africa.”

The conference was atten-
ded by delegates from for-
mer hoycotting countries like
Nigeria and Tanzania. Ad-
dresses were also given by
representatives of the Or-
ganisation for Economic Co-
operation and Development,
the African Develnpment
Bank, the UN Development
Prngramme and the Wurld
Bank’s private-sector arm,
the International Finance
Corporation.

In the audience were visi-
tors from Kenya, Zaire, Bo-
tswana, Mozambique, Mauri-
tius, Madagascar Namibia,
US, Sweden, Belgium and
France.
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SUNDAY TIMES, Business

TWENTY-TWO South
{ African mining equipment
manufacturers and their
affiliates will take part in
South America’s largest
mining show. -

Expomin '92 will be heid
from May 12 to 16 in Santiago,
Chile — the hub of South
America’s booming mimng
industry.

The first Expomin — SA
also took part — was held in
19940. :
~ Incontrast to the rest of the

world where the industry is

depressed, huge investments
will be made in mining and
meotallurgical projects in
Soutir America in the next few
years.

In Chile — the world’s
largest copper producer —
scheduled capital expenditure
on mining and metallurgical
projects is $4-hillion.

Major projects will include

e P

By IAN ROBINSON

the $500-million Canadian-
controtled Cerro Coloradoe
copper mine and a $1-biilion
alumininum smelter and
power station.

Chief director of the South
African Geological Survey
Cornelis Frick presented his
paper, Business Opportunities
in Mining in Southern Africa,
at Safto’s conference in Jo-
hannesburg this week.

He said a survey of multi-
national mining companies in
1990 rated Latin America the
highest investment priority
for the present decade.

Six companies in the Boart
group will exhibit in the SA
pavilion at Expomin. Pro-
ducts on display will include
hydraulic drifters, hard-met-
al wear products, coal-mining

products, roofbolts and a jaw
crusher.

Boart director Brian Young
says: “We have been active in
South America for many
years and have targeted the
continent as a market with
major potential for our pro-
ducts. -

- “Much of our eguipment is
made to withstand SA’s ardu-
ous conditions and it is well
suited to meeting the de-

e

mands of South America’s dif-

ficult mining environment.”

Other major SA companies
which will be at Expomin in-
clude Barlow Equipment
Company (load haul dump-
ers), Dorbyl (heavy engineer-
ing equipment), Willard Bat-
teries and Shaft Sinkers.

Limited

A spokesman for the De-
partment of Trade and Indus-
try says that more South
African companies would
have exhibited had space
been available.

SA will take part in an-
other important internation-
al mining exhibition later
this year at Sudbury in Can-
ada ~where heavy under-
ground equipment will be on
show.

Exhibitors will be limited
to a display of brochures.
Eight SA companies will Le
represented. -

— —



THE WEEK AHEAD by Simon Willson

PERSISTENT weakness
in the gold price contin-
ues to jeopardise further
improvement in the gold
and foreign exchange re-
serves. When the April
figure is released, prob-
-ably towards the end of
this week, an apprecia-

ble increase on the

March total may, ac-
cordingly,: be too much
to expect. ._. _

The R500m slide in re-
serves to R8,96bn in March
from February’s R9,46bn
was accentuated by an-
other fall in the Reserve
Bank’s gold valuation,
which has been on an over-
all downtrend since June
last year. The April valu-
ation is likely to be similar-
ly uninspiring and, like
March’s, will probably
largely neutralise any in-
crease in physical goid
holdings.

Towards the end of April,

the dollar gold price was

languishing at its lowest

il
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levels since mid-1986. Gold
has been steadily declining
since it hit its high for the
year to date on the thresh-
old of 3360 an ounce in mid-
January. April, however,
was a very bad month as
buliion lost almost $10 over
the four weeks, _
There was little in the
way of commercial rand
weakness during April to
support the rand gold price.

Indeed, the rand was stron--

ger on average last month
than in March. March at
least saw a couple of traded
rand breaks below the
R2,90 level to the dollar. In
April the rand never broke
R2,9G, while the gold price
just kept falling.

Where the rand did sub-
side in the face of the occa-
sional dollar advance, the
Reserve Bank was report-
edly active in selling dol-
lars into the market to sup-
port the rand. This, togeth-
er with whatever addition-
al Intervention the Bank.
carried out in the financial
rand market, will have re-

presented a drain on the

foreign mmuh_un\“%

change com- | 1+ -
ponent of the
reserves and |10}
another drag
on any appre-
ciable ad- g
vance in the
April reserves | 7
total.
Attaining
the R1l0bn | s
level on total
reserves, | 4
which govern-

m-EmE: money

A bit steep

German interest rates

-
Discount rate

ment original- 89
ly expected to

80 91 92

occur by end-
1991, now
looks a stiff task even for
end-1992 given a weak gold
price, a steady rand and re-
suscitating domestic de-
mand. The other objective
on reserves, that of three
months’ import cover, only
looks reachable over the
medium term with the as-
sistance of the multination-
al lending organisations —
when their facilities come
on stream.

Internationally, the Ila-
bour problems in Germany

e e el N mem et w— I.|-.l.... ‘E — . -
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are likely to be the mar-
kets’ principal preoccupa-
tion this week. The policy-
making council of the
German central bank, the
Bundesbank, meets on
Thursday — if its members
can get to the Bundesbank
building through uncollect-
ed Frankfurt garbage on
streets choked with traffic
in the absence of the city's
public transport.

As long as government
does not give way on the

| _

double the 4,8% pay in-
crease on the table, the
Bundesbank should stay its
hand on another rise in
nominal interest rates. But
if, as it did in the last big
public sector strike in 1974,
government gives in and
grants a double-digit pay
award, the Bundesbank is
likely to act.

In 1974 government re-

sisted the chaos of public

sector lahour strife for only
three days before handing
over an 11% increase, four
points above the prevailing
inflation rate.

In the US the key release
of the week is the April em-
ployment report, due on
Friday. The overall unem-
ployment rate was steady
at 7,3% in March, and non-
agricultural recruitment
levels rose. Employment
data lag behind the rest of
the real economy, buf it
should not be long hefore
the effects of the US’s pre-
liminary, first-quarter
GDP growth of 2% — a no-

yold hazard for m%m_mwgmmmm?om

able jump from the pre-
vious quarters 04% -
begin to feed through to the
labour market.

Thursday sees the re-
lease of Japan’s trade sur-
plus for April. The figure
comes out at a time of re-
newed concern about the
level of Japan’s external
surpluses. February’s cur-
rent account surplus was a
record- $10,8bn which, to-
gether with the strong
trade surpluses, prompted
the courntry’s infernational
trade minister to call in ex-
ecutives from 177 top com-
panies last month to urge
them to boost imports.

Japan’'s March trade sur-
plus widened to $10,99bn

from $8,49bn in March 1991,

as imports fell for the sev-
enth consecutive month.
Japan's current economic
slowdown means imports
are likely to decline fur-
ther, unless those 177 com-
panies take advantage of
government tax credits
available to corporate buy-
ers of foreign goods.
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‘must go™t’

South Africa must make some
bold decisions to capitalise on the
opportunities created by its new-
found international acceptance. |

“Becoming a winning nation
~ requires major strategic shifts,”
says Nick Horspool, World Presi-
dent of the Institute of Chartered
Secretaries and Administrators
(CIS) who is visiting the Republic. |
- “The focus needs to be on

breaking down the barriers to in-
vestment”.

The experience of other coun-
tries such as Japan and the South
F.ast Asian “tigers” shows prereq-
uisites for success. Paramount is
the need to be a global player.

e O ¢
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“That meaRs?scrapping: exx i
change controls"which diScourage
investment and inhibit local com-
panies in establishing bridgeheads
overseas.

“Merely relaxing controls will
attract only short-term capital
looking for a quick profit instead
of the long-term funding needed
for infrastructural redevelop-
ment,” Mr Horspool says. =

" Political uncertainty is also a
deterrent to invesior confidence.
“As long-term capital needs a sta- 3
ble environment, the power-bro-
kers should seek mutually accept-
able bases for sharing power and |
create an environment where

business can flourish”.

Low productivity is another
disincentive. “It is imperative to
empower lower levels of manage-
ment for them to realise their po-
tential. They need to be properly
motivated and equipped with
business skills.”




the next month or two because inflation
was still high and government spending
was adding liquidity to the markets, Re-
serve Bank Géwernur Chris) ﬁftilf said

yesterday. h’)ﬂ"‘-’) S

“There is not much’ chance of interest

rates coming down in the next few months
but the position could change further into

the year,” he said. |

it was impossible to predict the outlook
. {or interest rates during the year because
this depended on a number of factors. The
Bank would watch developments in the
markets and take account of not only infla-
tion but also the money supply, bank credit
extensions, gold and forex reserves and
exchange rates.

“The Bank is happy with the present
rates of change in these economic varia-
bles and would like to keep them at these
levels. But inflation should still come down
further, which we hope it will do.”

Government deposits with the Bank
were declining, adding liquidity to the sys-
tem, but this could change as the fiscal
yeéar progressed.

Stals told a Sunday newspaper that the
Bank was not prepared to iower interest

rates artificially. I
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TOKYO — Japanese

Prime Minister Kiichi

Miyazawa may propose
to President de Klerk
during his June visit that
Tokyo play host next
- year to a summit’ meet-
ing of African nations on
development. |
- Government sources
in Tokyo said Mr Miya-
zawa and Mr de Klerk
were likely to consider
ways to boost bilateral
trade and would also dis-
cuss opening an air link
between the two coun-
tries. |
Mr de Klerk, who will
be accompanied by For-
eign Minister Pik Botha,
would meet Emperor
Akihito during his wisit -
fromJune3to6.  .;
- Japan began to lift its
restrictions on. trade
with Pretoria last June.
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PARIS — “The race is
on” in the Indian Ocean
region to develop trade
links with South Africa,
and Reunion was playing
a major role, it was re-
- ported in Paris today.
“There is a race for
Pretoria’s favours, in
.| this newly sanction-free
" | economic era for South
Africa, regarded as pos-
sessing fantastic eco-
‘nomic power,” said the
Paris-based Indian
Ocean Newsletter (ION).
French-administered
Reunion is in the fore-
front, and its trade dele-
gation which visited Pre-
toria recently returned
with high hopes. Major
_confracts include Be-
union importing
500 000 tons of SA coal. —
Star Foreign Service.
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" NEWS IN BRIEF

Paraguayans’ vis
A TRADE and investment mis- |
sion from Paraguay will visit Jo- ;

hannesburg from June 1.7, the }
N\ Paraguayan Embassy announced

in Pretoria yesterday,
It said the delegation would
clude representatives of Para-
guay’s building and export firms, |
manufacturers and distributors,
s well as members of the coun-
try’s inter-ministerial agency f
charged with economic develop-
ment throvgh financial and tech-
nological co-operation with |
foreign countries, '




' INO more l_')garglé-gg?{_ trading

CAPE TOWN — A sad legacy of

i
r

|

the sanctions period is that
South Afrieans have become ac-
customed to trading through the
back door, Investeo Bank exec-
utive chairman Bas Kardol said
in.Cape Town yesterday.
Addressing the annual con-

gress of chartered accountants,

he said many South African

¢ompanies would have to devel-

op knowledge of rules and stan-
dards set for products traded
through normal channels,
“South Africans know Supris-
ingly little of the methods of de-
cision-making in the corridors

of Brussels and the debating
chambers of Strasbourg.

“South African companies
should develop lobbying ability
or else face the possibility of

rules which ma 't their ven-
tures.” @) 1)
He said Sou ' com-

panies with the desire to eéxpand
into Europe should internation-
alise their management teams

as fast as possible.

“In the case of Europe 1992, it
will be in our interest to secure
as much access ag possible to

- the largest single market on

earth.” — Sapa,
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4 DARIUS SANA

ONLY four sets of sanc-
tions of any significance
temain in place against
SA, and the most damag-
ing of these — the oil
embargo — would be the
last to be lifted, accord-
ing to a senior visiting
US economist.
» The economist, an expert
6n southern Africa who
wants to remain anony-
mous, said the UN oil em-
bargo, UN-mandated world
financial sanctions, US
state and local sanctions
and the IMF and World
Bank restrictions were the
only remaining measures
affecting SA’s economy.
= Most Western econo-
mists estimated SA’s mea-
sures to get around the oil
embargo had cost govern-
ment $2bn a year for the
past decade. The recent
lifting of the EC oil embar-
go had little effect on this,
and it was nitimately down
to the individual govern-
ments of oil-exporting Mid-
die Eastern states to decide
to lift the sanctions.
“Most of these states
would be reluctant to do so
until a fuily democratic
government was in place,
the economist said.

Iran, the only non-Arab
state among Middle Eagt-
ern oil exporters, is also the
only one to have signalled a
willingness to rebuild
relations.

It is the second largest oil
producer in the region,

Financial sanctions -—
penalties imposed on banks
in various western coun-
tries which deal with SA —
were losing their bite as the
banks became increasingly
lax in their application. SA
companies were having no

BUSINESS DAY, Wednesday,

May 6 1992 5

Sanction Type imposed by Estimated effects When likely
' on_SA economy to lifted
Qil embargo UN member states Severg, est. $2bn p.a. After democratic
in Middle East elections
Financiat sanctions }UN mandate Moderate, penaities With approval
| - | S - 1 for financtal institutions of ail Codesa
dealing with SA participants
US state & local 1135 states & Moderate; US firms Afterinterim
sanctions Lcities in US discouraged from govemment
| - investing, trading
IMF World Bank Gramm amendment Moderate to strong After interim
in US (IMF), general - gconomic growth government
policy (World Bank) hampered | |
Arms embargo UN | Moderate After interim
government
‘ Graphic: LEE EMERTON
difficulties obtaining short- sanctions could have been of potential growth in the

term loans abroad, and the
effects of financial sanc-
tions on SA were frequently
overstated, the economist
said.

US state and city sanc-
tions remained effective,
despite the lifting of the
Comprehensive Anti-
Apartheid Act (CAAA) by
Congress last year. It was
now down to state legisla-
tures and city councils to
lift individual sanctions.

Some 1JS cities like New
York and San Francisco
have highly developed
economies of their own, and
their sanctions — which
penalise any company trad-
ing with or investing in SA
— have the effect of similar
sanctions imposed by small
countries.

The economist said it
was unlikely a democratic
SA would be left in the
same position as Namibia,
which still had 25 state and
locally imposed sanctions
to cope with. Sanctions
would be revoked if all Co-
desa participants requested
it, he said. |

But the effect of these

dulled recently by the lift-
ing of EC and Japanese
trade sanctions. “Firms
from other countries are
taking their place”, the
economist said.

The fourth category of
sanctions was the restric-
tion imposed by the IMF
and World Bank on loans to
SA. The Gramm amend-
ment in the US — which is
the most powerful voice in
the IMF — prohibits the US
government from support-
ing any application for an
IMF loan from SA until a
democratic government is
in power. .

But even this did not
have a serious effect on the
SA economy. “By the time
SA really needs an IMF
loan to cope with building a
new SA, the political situa-
tion will mean the loan will
be forthcoming,” the econo-
mist said.

The World Bank’s seli-
imposed restrictions had
meant that $1bn worth of
loans had been withheld
from SA every year, result-
ing in the loss of 1% worth

SA economy. These loans
would also be forthcoming
when an interim govern-
ment was installed, he said.

The UN-imposed arms
embargo was also having
an effect, with SA forced to
manufacture material it
would otherwise have im-
ported. This ban would
probably only be lifted
after a fully democratic
government was estab-
lished.
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Bassetti is on a five-day visit to SA and
will meet a wide range of political and
business leaders, including new Finance
Minister Derek Keys.

“The relatinnship between our two coun-
tries is not new,” he said -

Italy has been 5 major importer of SA
gold, coal and raw materials and hag ex.
ported technologica] know-how ang many-

operation policy and we are engaged in g

increased irade and comimerce between
the countries, Bassettj said,

A string of recent evenis demonstrates
Italy’s concrete involvement ang desire to
establish a foothold in the SaA market.

136 S platf
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gn Minister Renjay Schoaman ag
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lier this year and the recently signed elec-
tricity agreement between Fsk Ita-
ly’s power utility Ene. G
DARIUS SANATI reports” Kenyan
Foreign Minister w N Ayah and Tourism
and Wildlife Minister Noah Ngala arrived
in SA yesterday for a four-day visit.
Ayah, who was greeted at Jan Smuts
Airport by Deputy Foreign Minister Ren-
ier Schoeman, said 1IN a brief statement
that he would holq talks with senjor SA
government ministers during hig stay.
Meanwhile the Thai government an-
ounced the visit of the first major Thaj
trade delegation to VIsit SA. Tt will arrive
in SA on May 21 for a week-long fact-
finding mission.
And seven members of the German par-
liament’s commuttee on labour apd social
affairs would be vigj ting SA from May 11 to
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WORLD TRADE
Growth fillip
putohuinlabniishunis

\ The werld’s three largest trading nations
reported major changes in last year’s current
account balances. The latest IMF Survey
summarising the Gatt 1991 annual report,
says the US’s deficit nearly disappeared,
Germany moved 1nto deficit for the first time
since 1981 and Japan’s surplus doubled.

The US surpassed Germany as the world’s
leading merchandise gxporter, boosting the
value of exports by 7.5%, five times the world
average. ‘‘In contrast, US imports droppped
1,5%. In dollar terms, Germany’s €Xports
declined by 4.5% while its imports TOSC
9,5%.”

World trade growth slowed in 1991, for
the third year in a row. The 3% gain in
yolumes was the smallest since 1983 and the
1,5% rise N value the smallest since 1985.
Preliminary figures for the second half of
1991, however, suggest that ‘5 modest 1¢-
covery of world irade may be under way with
the Gatt report forecasting a 1992 gain in
trade volume in the neighhnurhmd of 4%.”

Strongest overall growth in trade, both
exports and imports, occurred in  Asia.
China, Hong Kong, South Korea, Malaysia,
Singapore and Taiwan had growth ratcs of
10%-20% for exports and 8%-30% for im-
ports. The countries of eastern and central

Europe and the former USSR had an esti-
mated 20% fall in value of their overall
exports and 2 25% drop in imports. In the
former USSR alone, imports fell by 42%.
Other significant developments in 1991:

1 Anti-dumping investigations increased

e The number of anti-dumping laws en-
" acted and implemented in developing couni-
tries and in eastern and central Europe n-
creased;
0 Another 16 countries announced trade
liberalisation mMeasures {63 countries have
raken such action since the beginning of the
Uruguay Round);
[} Brazil, Peru, Sweden and Yugoslavia re-
moved textile and clothing quota restric-
tions;
O] Participation by castern and central
Europecan nations in Gatt increased; and
] El Salvador, Guatemala and Macao be-
came members. Eight other countries filed
applications 10 join.

Despite the 1991 slowdown, trade expand-
ed faster than output. And the Gatt annual

" reports cummarised in the IMF Survey em-
phasise that “the increasing contribution of
foreign trade to the GDP of countries and
regions all over the world makes predictabil-
ity and security in the international trading
environment a critical factor in generating
jobs, investment flows and technology trans-
fers and, thus, in increasing economic pro-
duction and growth.”

It adds: “Success 1n the current round of
irade neogitations would make 2 tangible
contribution to an improved outlook for the

B

world economy.”



ELECTRICITY utility Eskom planneq to

launch a second Eurobond issue in Septem-

ber, treasury risk mana er Johan van d
Is192

Berg said yesterday.

The proposed issue, which would e de-
nominated in dollars, was in the planning

stages and no international bank had yet
been selected to lead-manage it,

Eskom launched its debyt Eurobond on
the international capital market in March,
The DM300m bond, lead-managed by Ger-
many’s Commerzbank, carried a coupon
rate of 10% and had an jssye price of 101.

Van den Berg said Eskom would launch
two domestic bonds on the local capita]

market at the'end of June. Plans for these

were first announced in November.
He said there would he a bond with a
' 14% coupon, maturing in 2020 with an issue
size of R20bn, A Zero-coupon bond to the
tune of R6bn with a maturity date of 2002
would also be launched.

Zero-coupon bonds Carry no interest
rate and are attractive to investors be-
cause they eliminate income and thus no
income tax js payable, Issued at a deep
discount to their face value, they are effec-
tively profit-guaranteed because the price
gradually moves towards the nominal val-
ue as the redemption date approaches,




car-phone rate, making those calls 42 times

3 ' wallsl dlid car-pnone owner are charged the

more expensive than a regular call. B
i
i | AFRICAN ROUND TAB
: ™
i| Some lessons
g Members of the influén
;j ed African Business R le stopped in
% SA last week to assess the possibility of
holding their next annual meeting in Johap-
g nesburg later this year.
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But members did far more than shop
around for a suitable venue. Acting on the
recommendations of African Development
Bank chairman Babacar Ndiaye, who visited
SA last month, the group is determined to
convince local policymakers that a thriving,
deregulated private sector offers the best |
means of achieving sustainable development
and redistributing income.

The Ivory Coast-based group is a sort of
roving African ambassador for the free mar-
ket and SA is its latest mission.

Secretary-general Esom Alintah says: |
“Our aims are to attract foreign investment
to Africa, promote intra-African trade and
investment and strengthen Africa’s private
sector.”

Alintah, a director of the Nigerian subsid-
lary of the US-based Ashland Exploration
Co, says SA needs to privatise rapidly to help
restore economic prosperity. “Government
shouldn’t worry about ANC opposition to
privatisation -— it’s the right thing to do.
Government has no choice. The sooner it
privatises, the better for the country econom-
ically.” He points out that more than 300
State-run enterprises in Nigeria have been
privatised in recent years, in spite of stiff
opposition from bureaucrats,

He says: “Privatising these organisations
has increased efficiency. Government is not
as broke as it used to be, goods are now

delivered on time, and prices are competi-

-'--—%QL.\""’;"—&'_
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the market to Africa

tive. Employees now receive their salaries
monthly instead of every few months.”

Alintah says nationalisation is simply not
a viable choice for SA, adding that many
South Africans appear to be confusing redis-
tributing wealth through economic growth
with the discredited option of redistributing
wealth by “robbing Peter to pay Paul.”

Alintah met ANC officials and invited the
organisation to outline its economic policies
to an international audience in Dakar on
May 11,

The Nigerian has some advice on what the
ANC shonld say. He stresses that the ANC

needs a deregulated economy with free and
fair competition. “Government nced only
provide the infrastructure, In short, govern-
ment needs to pursue a policy of free enter-
prise.”

He points out that most African countries
are competing with one another to produce
alluring investment codes to attract foreign
investment. His group, he says, publicises
this and other economic reforms. “Qur mes-
sage 15 that the business environment in
Africa is improving dramatically as econom-
ic and democratic reforms are implemented
throughout the continent.”

The group would welcome widespread
participation from SA, which is the only
African country that is not represented. Says
Alintah: “SA has the ability to produce and
supply, cheaply, many of the products
bought from Europe and the East.”

Referring to the Nigerian market, Alintah
says SA can export technology and services,
— financial, agricultural and engineering.
“SA can especially export finished products
in the petro-chemical area, while Nigeria
can supply SA with the raw materials for
these products.”

Formed in 1987 as an informal advisory
body to the African Development Bank, the
business round table became an indeépen-
dent, nonprofit association in 1990 and has
raised US$250m for private-sector develop-
ment projects. | |




SOUTH Africa s poised for a major trade hbreak.
through into the rich Arab markets. After years in the
cold, a high-profile SA national exhibitlon wil} takas
place in Dubai In the Persian Gulf in October. The SA
party will number more than 70 companies. -

merce and Industry.

sanetions fall away.

ment-related Arab organisation —

A broad range of SA produ
as well as tourism and inves

By CIARAN RYAN

. THE Nationai Stokveis Asso-
" eclatlon of SA (Nasasa) is to
laonch a wnit trust for
- stokvels.

Stokvels are savings cfups in
the black comryunity, Sur-
VE¥s suggest there gre
24 009 stokvels in major
metropolitan areas and ag
many as 800 000
connirywide with a total
membership of 10-million.

Their cash fows are estimat-

w. ed at more than R200-mil-

" lion a month, most of which
is placed with finanelal in-
stitutions.

+A stokvel anit trust eopld

provide a better return gn

savings and allow mem-

bers ﬂnﬂmﬂ aecess to for-
mai borrowing,

Stokvel members are gener-
ally drawn from poorer
sectors of the community,
They are a poor credit risk
in hanking terms.

. Better
Stokvel members complain
that they are denied ac-
~ . cess to formal borrowing,
but their savings are lent
to reiatively wealthy
whites with good credit
ratings.
Nasasa spokesman Stephen
Japp says: “A unit trust will;
give stokvel members a;
better retorn on their mon--
e¥. They will be able tg:

Safto interpational manager Um&n Graham says the exhibj.
tion is the first step ina programme to put SA back on the map as

r=

chosen because it is the
trading centre of the Mid-
dle East and a gateway to
a market of more than a
billion people. It lies at
the crossroads of Asia,
Europe and Afriea.

Gyif Fitchat says the Gulf re-
gionis 3 gold mine of opportu-

,_-.Enmmuium::uﬂﬂ _4
4# S4 EEEEE.M ._u.mn

Gulf coast countries are
large suppliers of oil, but
have few other natural re-
sources. Some of these coun-
tries import up to 90% of
their non-energy require-
ments, Imports totalled more
than $87-billion in 1990,

Mr Fitchat says up to 70%
of Dubai’s imports are re-
exported to surrounding
couniries. :

War

The desert war boosted
Dubai’s status in the regien
because it is far from the re-
coghised conflict zones.

The Emirate is ap impor-
tant springboard into Iran, a
market of 60-million slowly
emerging from .its" revoiy-
tisnary era :

Unlike many of SA’s other
potential markets, Gulf eoun-

{ries have the money to pay
for imports.

The four-day national exhi-
bition is being organised by
the Departinent of Trade and
Industry {DTI) and Safto, in
association with the Um%m,l_.
ment of Foreign Affairs
Ew...bu... S L RS T LA I

DT1 Deputy Director-Gen-
eral Gerrit Breyl says the ¥x.
bibition, where the SA fag
and the origin of the goods
will be displayed, will be a
EEE. anmmwgm?

DFaA Director-General

cts and services will be promoted,
tment opportunities. Dubai has been

Safto Middle East manager .

G
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By ZILLAEFRAT = ¢

support this initiatlve be-
cause we regard the Guif as

an important objective, par-
ticelarly for trading.

"We hope this link will lead
to cleser contact in ajl fields,
promoting better nnder-
standing between ourselves
and countries in the region.”

Package

Safto has organized a tour
package for exhibitors at re-
duced cest. This is because it
I3 making use of DTT MMWEA
%nmnmqmm for foreign exhibi-

OIS,

The exhibition, titled, A
New Link: SA and the Guif,
will be promoted in 12 Middle
Eastern countries. They in-
clude the Guif Co-operation
Council States, Iran, India
Egypt, Lebanon and Jordap.

The launch of the exhibi-
tion will take place in Johan-
neshurg at a conference on
Dubai. Hosts will be a delega-
tion from Dubai.

The delegation’s chjective
is to promote Dubai as trad-
Ing centre and a springhoard
to Guif countries,

-~ Two top DTI officials are

expected to be part of a Safto
mission to the Gulif this week,

They will examine aﬁwﬁ.ﬂn.
4 eex-

Enmumnﬂ_uumwﬁ.mmﬂ
hibition. o

However, Mr m._unum_...

warns SA that the
Guiisa Em!uﬂﬂﬁ market,
sought by companies all over
the world. .

“SA companies must be
able to compete in terms of
wnnm_ guality and delivery,”

& 5ays.

Contact between SA and
the Gulf countries has been
growing even though Arab
League sanctions have not

A Southern African Leban.

Amm.m_ ﬁ&mﬂ:”u of Commeres
SALLCC) been formed to
promote trade between SA
and the Middle East

Mr Fitchat says computer
blecks which prevented di-
rect dialling to SA from Bah-
rain and the United Arah
Emirates have been re-
moved.

In addition, Unicorn Lines
and Afris are set tg offer a
regular service to the Guif,
Flitestar has also applied for

permission to run a sched-

uled service to the region.
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Niel Van Heetrden says: “We

. ush
THE Government's decision
to ease hire-purchase rules in
ap effort to boost new-car
sales has put “wheels” banks
in a quandary.
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TRADETRENDS

World No 1

business 01

ioIs1te /1y

mission to SA

Sunday Times Reporters

MEMBERS of the world’s
most powerful business or-
ganisation — Japan's Kei-
danren — arrived unoffieial-
ly in South Africa late
yesterday.

The 30-member delega-
tion, headed by Masamichi
Fujimori, chairman of Sumi-
toma Mining and of the Kei-
“danren’s commitiee on
Africa, left almost immedi-
ately for a week-long visit to
Botswana, Zimbabwe and
Zambia.

It will return on May 14 to
meet SA business and politi-
cal leaders, including Presi-
dent De Klerk. -

The delegation includes
representatives of all of Ja-
pan’s six hig trading houses,
among them C Itoh, Mltsm
Mitsubishi and Sumitoma.

Japan is interested in buy-
"ing mining interests and the
beneficiation of minerals —
long resisted by SA com-
panies.

® ITALY is a country of
small businesses and its ex-
pertise could be applied to
generate employment in SA,

20 says the chairman of the
Union-Camere (Association
of Italian Chambers of Com-
| merce) and major industrial-
ist Piero Bassetti.

He spoke this week at a
| dinner organised by the Ital-
ian-South African Chamber
of Cormmerce. |

President of the new Cape
Town branch of the Italian-
South African Chamber An-
gelo Marchesini stressed that
the main objective was to at-
tract direct Italian invest-
ment in jeint ventures in the
Western Cape.

® THE SA Chamber of Busi-
ness and Afrikaanse Handel-
sinstifuut have signed a co-

operation agreement with
the Korean Chamber of In-
dustries.

The signing took place dur-
ing the visit by Sacob and
AHI membersto Korea in the
company of Trade and Indus-
try Minisfer Derek-Keys and
Ste h Naude, Director-Gen-
eral of Trade and Industry.

®A CHAMBER of com-
merce has been formed to

promote trade befween SA
and the Middle East.

It i1s called the Southern
African Lebanegse Chamber
of Commerce (SALCC). Al-
though founded by the SA Le-.
banese business community,
mermbership is open to every-
one,

SALCC premdent Tony
Farah expects trade between
Southern Afriea and the Mid-
dle East to rise dramatically
when sanctions disappear.

~ He believes the Lebanese
commmunity, which is repre-
sented in all watlks of SA busi-
ness and professional life,
can play an important role.

“Lebanon has traditionally
been the trading nation of the
Middle East and is an obvi-
ous link to the Arab world.”

® THE Johannesburg Cham-
ber of Commerce and Indus-
try this week signed a co--

-operation agreement with

the Chamber of Commerce,
Industry and Agriculture
Belgitm-Luxumbourg-Ca-
ribbean-Pacific (CBL-ACP).
The Belgian economic mis-
sion was led by Roger Ur-
bain, Minister of Trade. It in-
cluded representatives of the
Federation of Belgian Indus-
tries, the Belgian-South Afri-
can Chamber of Commerce
and the Brussels Chamber of
Commerce and Industry.
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FOREIGN currency
would be saved, risk man-
aged better and the cost of
services reduced if South
Africa’s three financial
exchanges could be
placed under one organi-
sation

Unexcor — Universal Ex-
change Corporation — was
established two years ago by
four large banks and the

! Reserve Bank.

- Managing director Bev
~Jennings, whose previous
task was running Saswitch,
says Unexcor aims to pro-
vide centralised exchange
services to financial
markets, '
| _

e

The trigger for the project
was the Financial Markets
Control Act (FMCA) of 1989.
At present, the futures mar-
kets is self-regulated. The
capital market will be self-
regulated under the FMCA.
The equity market is subject
to the Stock Exchange (%un-
{ trol Aet. ”
. Unexcor has heen anuint-
ed thé recognised o earing
house of the Bond Market As-

. { sociation, whose turnover of

R3 000-biilion last year far
outsirips trade on the JSE.
Unexcor’s system will get un-

der way later this year.
The JSE was about to
come aboard at the end of
last year, but ducked out.
Safex, the futures ex-
change, rejected an approach
to use Unexcor on the
grounds of its being too cost-
ly for the time being, But it is
likely to join in time,
Jennings believes that
€osts can be pared if maxi-

SUNDAY TIMES, Busin

mum use is made of existing
capacity.

‘We don’t need every
group doing its own thing,
reinventing
The goal is still for Unexcor
to become the common
vehicle,”

In the past few years the
JSE has uﬁgradeﬂ its com-
puters to handle €Normous
volume which occurs once in
a blue moon. It developed the
BDA (broker-dealer account-
ing) system, unnecessarily in
the opinion of many, at great
cost. It requires all its mem-
bers to use it to apportion the
development cost.

‘The FMCA requires a safe
and secure market and that
users must be protected,

Obviously, banks are not
being philanthropic in fork-
ing out upfront for Unexcor.
Their intention is to earn fee
income through value-added

services, such as risk man-
agement, settlement and cus-
todian services.

A centralised exchange
would allow the total expo-
sure of traders in the three
markets to be calculated. In
each individual market the
risk might be too high, but
properly hedged portfolios
would collectively reduce the
exposure.

ach deal in the bond mar-
ket is now settled with either
the delivery of cash or scrip.
Unexcor would provide a net
settlement scenario.

Mr Jennings says: “We
have one cheque a trade, The
new Unexcor system would
praduce a net settlement po-
sition to be met electronicai-

ly, providing cost advan-

tages.

“The potential for fraud
through dud scrip, such as the
false Kiskom certificates that

surfaced last year, would be

reduced.”

its own wheel

e . e —r—
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A centralised depositary
could aecommodate all the
scrip, avoiding the need for
thousgnds of messengers.
Each delivery probably costs
between R80 and R120.
Electronic settlement
would aiso remove the need
for guaranteeing cheques for
settlement. S
The Reserve Bank's inter-

est lies in secure financial |

markets as well as seeing the
cost of services reduced.
A spinoff might arise in the
saving of foreign currency
paid to overseas electronic
services. -

Traders now advertige |.
their prices on a screen, typi- |

cally Reuters, but deals are
still executed by telephone,
fax and paper. It is a system
vulnerable to misdemeanour.
The global shift is to eleetro-
nic trading where deals are
executed through the com-
puter. Unexcor would pro-
vide the centralised forum
and the specifications of the

~deal. Ideally, prices could be

displayed through any ser-
vice and be traded by every
other member.

SA cnmgetitnrs such as
(Genisys and I-Net could then
break the near monopoly.

The amount of money le-
gitimately leaving SA
through subsidiaries of
foreign principals runs to
millions of dollars a month.
Pricing services would still
have to be paid for, even if

the distribution network |

changed. But it would mean
less money leaving SA.

Mr Jennings hopes the JSE
will outsource its clearing
systems to Unexcor.

SA’s financial markets are
too small to justify higher
and higher costs. At the end
of the day, the consumer pays
for everything in a captive
market. .

There is little enough
choice among growth invest-
ments-and the players should
do what they can to cut costs.

il
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 ‘Healthy growth’

in forex reserves

SHERIDAN GDHHOLLY@ ‘
SA™ gold and foreign excharge rves
resurmned their upward trend in April de-
spite fears that they would drop as a result
' of maize imports.

Reserve Bank figures released on
Friday showed total reserves increased by
R670m to R9.6bn in A? ril from R89tn in
March.f [0 &+ i '537“7 2 |

The value of the Bank’s gold holdings
was marginally lower in April at R5,8bn
from R5,9bn in March. The quantity of gold
held was almost unchanged at 6,67-million |
ounces in April from 6,69-million in March.

The average price of the metal was

| slightly lower at R870/0z in April from
R383. Foreign assets were up R77m to
R3,8bn in April from R3bn in March.

Notes in circulation were marginally
lower at R10,71bn in April compared with
March’s R10,79bn. . |

Rand Merchant Bank chief economist
Rudolf Gouws said the figures were excel- |,
lent and the renewed uptrend was a
healthy sign. He said there had been fears
that the slowdown in the international eco-
nomy would have had a more negative
effect on SA’s export levels. *

Gouws said the figures were particular-
ly good in view of the drought which had
resulted in higher import levels. An in-
crease in total reserves showed that the
overall level on the balance of payments
remained healthy.

Although the upward trend in gold and
J_furex reserves might not be as strong in the

next few months, an upward trend should
nevertheless be maintained, Gouws said.




Reserves up sharply

By Sven Liinsche @@Q

Gold and foreign exchange re-
Serves rose sharply by
R870 million to R9,83 billion in
April, boosted by a favourable
trade surplus and no foreign
lebt payments during the
month. STAr, is1g v

The sharp Improvement was

- achieved despite a fa]] in the
gold content of the reserves
from R5,9] billion to
R5,81 billion.

The. physical volume of ‘gold . .

holdings showed a slight in-
‘crease from 6,7 million ounces

to 6,97 million, but the rand gold

price slipped in April from
R883,16 to R870,12 per ounce,

Foreign exchange reserves
showed a sharp rise from
R3,05 billion to R3,83 billion, de-
spite the steady performance of
the rand.
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sSlkcom launghes s=urobond issyc®

STATE-controlled post and telecom- RIDAN CONNOLLY yesterday the bonds were trading

Muniecations utility Telkom yester- “comfortably inside fu fees”. At

day IaunchedaEurubund issue on the Addressing Présentation ip mid-session, bidding was around

European capital market. Frankfurt, Telkom treasury head 98199, and offers at 98,15% in the
A Telkom spokesman said the Stoffe] Erasmus sajd the utility primary market.

DM120m bond was listed in Frank- planned to become dnl annual borrow- The Telkom issye follows recent

furt in denominations 0f DM1000 and er in the European capita} market.  Eurobond issues by Eskom, the IDC
DM10 000, It carried coupon rate of Funds raiged tpy ough borrowing and the Development Bank of South-
10% and was priced for launch at  would go towards financing current ern Africa. -
99,509, Germany’s Deutsche Bank and NEw projects, The ANC has beep critical of
lead-managed the issue, which ma-  Hesaid Telkom had estimageq €ap-  recent Eurobond issues. saying such
tured on May 29 1997, the spokesman ital expenditure for the 1992-93 fisea] borrowings violated sanctions and
said. Punds raised through the Euro-  year at DM2,14bn compared with UN resolutions.

bond issue would be used to finance DM1,88bn in the 1991-92 fiscai year, An ANC spokesman {ast night de-

Telkom'’s current projects, VWD reported that by lutchtime " clined to comment.
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[Tr“ag[e talks
paa} 131511

LAGOS — SA busiftessmen seeKing

joint ventures and other trade deals -

opened talks in Nigeria yesterday
1 after an ice-breaking visit by Presi-
dent ¥ W de Klerk.

“We are looking basically in ex-
ploratory talks at joint ventures in
major sectors including industrial
chemicals and rural development,”
Paul Runge, leader of the 14-member
private sector delegation, said.

The group, organised by the SA
Foreign Trade Organisation (Safto),
has members from the banking,

- chemical, oil, agriculture, engineer-
- 1ng, .

De Klerk’s talks in Abuja last
month with Nigerian President Ibra-
him Babangida, current head of the
OAU, paved the way for overt busi-
ness ‘between sub-Saharan Africa’s
biggest economies. |

But Nigeria has made clear that
full diplomnatic ties must wait until
SA had a transitional government ac-

O

publishing -and shipping sectors.

pen in _Lagg——j""

et

ceptable to its natipnals. -

““ie are optimistic and seoner or |

later we are going fo have accep-
tance here,” Runge said.

" Members of the delegation, which
includes Standard Merchant Bank
and Sasol, are expected to meet Cen-
tral Bank of Nigeria officials during
a one-week visit.

Nigeria, a major oil producer, is
interested in selling oil and petrol-
eum products to SA.

A factor likely to hamper large
sales of Nigeria’s light-oil is that SA
refineries generally use heavy crude,

- Safto-officials said SA could help

Nigeria with its problematic refiner-
ies and discuss joint marketing of oil
products. |

“A 1ot of my clients here are look-
ing at opportunities to supply major
oil companies in Nigeria,” Safto offi-
cial Andrew Maggs said. “We are also
looking at foodstuifs, pharmaceuti-

‘cals and mining.” — Sapa-Reuter.
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- two obstacles represented

Rand lo

By Carole Mason,
international economist,
Standard Bank

The mundane realities of dol-
lar still trapped in a range
characterised initial rand actiy-
ity last week.

Ahead of last Thursday’s
scheduled Bundesbank meeting
and Friday’s release of key US
empioyment data, it was not
generally anticipated that the
domestic dealing commitnity
would be afforded much scope
for establishing new dol-
lar/rand positions and the dom-
estic unit was expected to re-
main confined to narrow trad-
ing ranges.

This in fact proved to be the
case and although dollar activi-
ty had a weakish undertone,
rand appreciation against the
dollar was restricted to a fleet-
ing burst above R286.

By week’s end, the rand had
given up those gains, with a
stronger dollar leaving many
domestic analysts pondering the
possibility of an early break out
of recent trading ranges.

Having safely hurdied the
by

The Star Wednesday May 13 1992

- H x
- . e - Ll man
T itk

T L Sy WD P
AT TR Tn) 2 e AL A T
SRR Rrr i R R ;

last week’s Bundesbank meet-
ing and April’s US employment

~data, a renewed problem of the

dollar’s upside is now possible.

However in an environment
where market participants
everywhere have chosen to

focus on international central +

bank policies rather than on the
underlying economic back.
ground, the dollar remains vyl-
nerable to nagging doubts that
US interest rates have not yet
bottomed.

Losses

AS a consequence, any near-
term rand weakness against the
dollar should be confined to a
Inove towards the upper end of

_the rand’s recent R2,85-R2.88
- trading

range against the dol-
lar. | o

The prospect of a modestly
stronger dollar in the days
ahead has additional indirect
implications for the rand in that

dollar strength against the third
currencies usually implies rand

bling the rand to advance.
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the third cur-
to a lesser de-

strength against
rencies also (but
gree).

Any evidence of a stronger

dollar in the days ahead should
therefore enable the rand to
claw back some of last week’s
losses against the other major:
currencies. These were most
obvious against a surging pound
which, despite a cut ip UK in-
terest rates, strengthened to-
wards R5,18. L

However, with the pound an
obvious beneficiary of a lack of
»clear trends in both the dollar
and the DM last week, any evj-
dence of modest strength in the
US currency should take some

of the gloss off the pound, ena-

. As such, near-term. perfor--
mance in the rand (although oe-
casionally disquieting in terms
.of rand performance against in-
dividual currencies) should not
give undue cause for concern
in terms of the SA Resenve
Bank’s chosen objective, the
rand’s trade-weighted valye.

!

-three months

R

nominal

Retail sales
AT 3(ST9L

_oomEm up
By Sven Liinsche @

Retail sales look set to emerge
from their two-year slump.

Projected figures released by
Central Statistical Services
(CSS) this week show that sales
In April are expected to reach
R7,28 billion — an increase of
18,6 percent on the comparative
figure in April last year.

After taking inflation into ac-
count, this indicates a reg] year-
On-year increase of 2,6 percent.

A broader indicator also sug-
gests an upturn in spending on
retail goods.

According to CSS, projected
sales for the three months to
April increased by 4,8 percent,
compared with the preceding
—a real rise of

...-h_

0,8 percent. o
‘This contrasts sharply s m:u_

‘the latest actya] retail sales fig-

ures available,
ary this year.

In February sajes rose by a
15,6 percent to
R6,35 billion, compared with
February 1991, which repre-
sents a decline of two percent in

BUSINESS

New SA ‘givin {
Afri

2
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DAKAR — The African  earlier, with poverty anc
Development Bank is deprivation threatening tc
meeting here this week expand,” it said.

The Bank estimated it
would take seven to 10
years of sustained, rea] ec-
onomic growth at four
percent annually to recov-
€r per capita income
losses suffered in the
1980s.

Weak world prices for
Africa’s mineral and farm
output, mounting foreign
debt, slack investment,
widespread drought and
civil strife contributed to
the current crisis.
~ Most of these con- |
straints persist, although

buoyed by hopes that a
post-apartheid South Afri-
ca will strengthen the con-
tinent’s econom , but wor-
ried that it could take g
decade to reverse falls in
living standards since
1980.

The Bank is expected
at its three-day annual
meeting to savour a mod-
est improvement in for-
tunes in 1991, when eco-
nomic growth for the con-
tinent, excluding South
Africa, edged up to 25

,-.m_nﬂﬁwcs 2,1 per cent - total foreign debt eased fg |
L ERTE e b %271 billion last year from
». But with a population $286 billion in 1990 thanks
of 600 million people 4 write-offs -
igrowing faster than any- Yet, debt service pay-

‘where in the world at 31

“*ments still account on av
percent annually, individy- _

© erage for three-tenths of

_ alincomes fell again, ., . . export earnings. And, ac-

.- These shrank by 15 per
cent in the 1980s alone,
‘Said the Bank in a brief-
Ing paper. _
“People are, on aver-

cording to United Nations
estimates quoted by the
Bank, poor commodity
rices cost Africa about
90 billion in lost export
age, worse off today than earnings in the second half
they were three decades  of the 1930s,
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diaye said on Momday a
post-apartheid South Afri-
ca could play a key role as
an engine of growth in
Africa, once it shakes off
its own recession and gets
to grips with da unting
housing, education and
other socio-economic chal-
lenges.— Sapa-Reuter.

- I— Bank president Babacar
N
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EC ‘role vital in t

By ARl JACOBSON

THE European Community (EC) will be essen-
tial to SA providing about 25% of SA’s gross

domestic product (GDP) through two-way

trade, said SA Foreign Trade organisation’s

Mmﬂméa: regional manager Francine Beu-
eker.

Speaking at a conference in Cape Town
hosted by accountants Deloitte, Pim Goldbhy —
Beudeker together with Deloitte’s manager
EC affairs Richard Doherty and manager East-
ern Europe affairs Graham Branton — high-
lighted the prospects for local business in
Europe.

. Beudeker said that SA was still considered a
low economic growth country. “Although

uumu.nrmmm policies had chased away foreign
capital from 1985 -— the low economic poten-
tial locally exacerbated this problem.”

In addition she said perceptions of the
country was still one of political instability
and labour unrest.

“Alse while SA is a large exporter of food
ana primary produets these areas of imports
are falling in the EC.”

“And manufacturing, in which SA has a
small share, is rising in importance in the
EC.”

But from a positive perspective Beudeker

o-way trade

said SA had only ene market to enter now and
so could avoid the costs attached to multiple
enfry and distributions.

“Further SA has a solid infrastructure, at
local ports, that can deal with the large vol-

umes required by the EC.”

She talked of the increased demand in the
EC for SA’s coal and the seasonal advantage’s
that would place local fruit and clothing pro-
ducts in demand.

Doherty and Branton pointed out that the -

EC and Eastern Europe would provide for SA
“export opportunities, investment options
and allow for foreign aid to boost the econo-
my”.

with SA’

cT 3|<s|az

They said Europe would promote change in
SA through trade and integrate it into the rest
of the world.

.:wﬁ to competie exporters must produce
“_._mw quality goods that are price competi-
ive.”

SA, they said could gain a competitive edge
with its relatively cheap labour costs, helped
on by proper tax planning and by operating

efficiently. _

They added that Eastern Europe represent-
ed major opporfunites for local exporters
“having adapted suprisingly fast te market
economy orientation”, | .
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vh against dollar
agginst dolla

THE commercial rand climbed to a 10-
week high against a weaker US dollar
yesterday to end the day at R2,8492 to the
dollar from its opening level of R2.8498 and
Tuesday’s close of R2,8600.

However, sterling’s continued strength
against most currencies after last month’s
Conservative victory in Britain forced the
rand to a new sterling low.

The rand’s dollar strength arose from
market expectations of a cut in US interest
rates. Dealers said the dollar held its
ground in late trade after the release of
some positive economic data.

Analysts said although the market was

] To Page 2

floowv

Rand b | )l\klg.ﬁ—l-’ >
anticipating a US rate cut, yesterday’s
better than expected inflation and retail
sales data showed some signs of recovery
in th_e otherwise moribund US economy.
Earlier this week, the. dollar plunged
sharply against the yen, the Deutschmark
and sterling after pressure on forex mar-
kets sparked off dollar selling in favour of
the yen, they saig.

One analyst said the rang’s gains were
purely a result of a weaker dollar. In the

| (7”-) From Page 1

medium to long term, a stronger dollar
should emerge and the rand would weaken
substantially — falling to as low as R3,15 to
the dollar by the first quarter of next year,

Dealers said the rand was weak against
the crosses and fell from Tuesday’s ster-
ling close of R5,1595 to R5,1727.

The financial rand was thinly traded but
marginally firmer against the weaker dol-

lar, closing at R3,41 from Tuesday’s R3,42.
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DURBAN —r Suuth Afn-
‘ea Stands & good chance
| of winning trade prefer.
ences from the European
Community, possibly i
even membership of the "
Lome Convention, B
This is the view of Ri- -
chard Doherty and Gra- Ny
ham Branton, Brussels- o4
based representatives of 3
Deloitte Ross Tohmatsu
Europe Services, who ad-
dressed husinessmen at a
seminar here. D
Mr Doherty said he B
had heard the issue of |
South African member-
ship of the Lome Con-
! vention — which allows
preferential access to EC
| markets. — being di-
cussed at top levels in
Brussels, |
The issue was dificnlt.
. South Africa was regard-
VL ed as & developed coun-
. { Iy, yet a large part of

' its population had low In- | .
E come levels.
|
I
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South Afriea should
now be preparing the
} ground to apply for pref- |

erential EC treatment — ¥
l [ either as a member of

T * Froffk npew

Lome or through a bilat-
eral agreement,

| While it had a strung.
L argument for Lome

R membership —~ as its

§ neighbours already were
) members — SA might
A | | have to drop any tariffs
ol applying to other coun-
e l tries in its region.

_‘-.--_'.F__' e R
F.N

It also might need to
reduce its export incen-
_- tive schemes which were
l not popular in Europe.

1L SRR The seminar delegates
« | | also heard Deputy Minis-
c+ | | ter of Foreign Affairs
I Renier Schoeman urge

. the Natal/KwaZulu re-
" .| | gion to improve its ‘ef-:
¢ .| { forts to. encoura e fur- R
1 i gign investment.’; é;’ LG 8
:-|‘l .IHE+5aid, he heh d [
3| ?f 9 hREE ﬂﬂ%’&'fl ﬂt"“}'ﬂ* Rl
| ready tn; Fece Ve, an dne e
‘ luach. . poten] ttal inves- fe ML
;.-a«t;;l'rs*‘:"gin;.a.@JF ﬂutﬁcieut‘ly Shase |
¥ b uuu;dinaied;ﬁaﬁd m:ffﬂc- NS
[:tive basis s, e X
1341t would he a”pftyajf sl
|*Natal were to.lose olition |’ <
fugeigni)mvestment de- g E
uqusmdi d:fragmented
" appmach lacking the m- | - N
;pact. which couid -have .
eerr achieved by a coor-
"dmated effort f.n market
+{ the region.and to draw
~ | investment,
1 “Bven within the’
- I worthwhile body of the :
' Natal}l{waZulu Joint i
Executive authority, the

T e
1

:‘*;%5‘3-:

- T
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LS

| differences in powers of -
the component parts 5
weakened jts capacity to )
‘play a full role in some :
1 areas.” | b e
"
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WASHINGTON — SA com-
panies seeking newly avail-
able US Export-Import
Bank loans to purchase
American capital goods are
obliged to submit detailed
public disclosures to the US
State Department of their
employment practices and
efforts to compensate for
the effects of apartheid.

Ope company, Rockhit,
has already done S0, but has
been asked by the depart-
ment for clarification, offi-
oials said. At least four
others have requested the
necessary form. |

in March, President
George Bush waived the

government. But privaie
| companies applying for
Exim credit must be certi-
fied as having “proceeded
toward the implementation
of” fair employment stan-
dards akin to those re
quired of Us firms in SA.
To obtain certification,
applicants must completea
14-page, 33-part question-
naire. It is not sufficient for
companies merely {0 have
desegregated workplaces,
offer “equal and fair” em-
ployment conditions for ali
employees and provide
equal pay for equal work.
Applicants must demon-
strate that they have estab-
lished training .pro-
grammes to advance
blacks, are increasing the
numbers of blacks in super-
visory and managerial po-
sitions, and are willing to
engage in collective bar-
gaining. They must also
show that they are imnprov-
ing the quality of life for
employees.
The questionnaire seeks
a detailed profile of the ap-
plicant’s workforce, includ-
| ing pay scaies, size of in-
creases over the previous |
19 months and the distribu-
tion of employees between
various skills and seniority
— =}l broken down by race.
Firms must complete the |
formn annually for as long
as they have Exim loans.

—



capital flows are better able to respond to
Interest changes in other developed coun-
tries. Thus, says Absa chief economist Hans
Falkena, countries such as France and Brit-
ain have been able to respond to the recent
weakness in the German mark. He adds that
most developed countries have managed to
curb inflation for some time, giving them
room to stimulate their economies now.

“France, for instance, has the lowest infla- |

tion, at 3,2%, in the European community,”

Another restraint in SA, says Falkena, is
expansionary fiscal policy. According to Ab-
sa’s Economic Spotlight for May, key prob-
lem areas such as government dissaving —
borrowing to fund consumption spending —
and State expenditure will be inflationary.

ECONOMY & FINANCE

private consumption. In SA, however, con-

sumer and investment demand are low as a
result of a combination of recession, re-
trenchment, high interest rates and low in-
vestor confidence. Therefore, a low or even
negative real interest rate can, it may be
argued, be necessary for recovery.”

But, Osborn says, the monetary authori-

[

The recent easing of interest rates by sn!'nf ::f
SA’s major trading partners can be 1nte
reted as a breathing space for the mone atrz
authorities, allowing them to lower dn;lnesé jﬂ;
rates. But there are good reasons why

=
Y
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cannot follow suit.
Firstly, SA’s real
at 3,55%, based on t
15,7% and a prime ov
remains lower than t

praph).
Secondly,

interest rate, currently
he most recent CPI of
erdraft rate of 19,25‘%,
he rates of our major '.

trading partners, apart from the US (see .

developed countries with free

S
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The deceleration of the
money supply growth, the
improvement in the reserves
and the low level of PPI -— at
6,7% creating a real interest
rate for producers of 12,55%
— may be cited as reasons
for easing rates. But Econo-
metrix’s Tony Twine says
the Reserve Bank looks at
consumer inflation when de-
termining inflation control,

'92

Source: -NET

“Qur studies show that a
PPI significantly lower than

CPI is not unusual in many economies,” says

Twine.

Nedbank chief economist Edward Osborn

- T— —_—

argues that “high real interest rates may not
be relevant at this juncture, High real inter-
€st rates are usually used as a tool to reduce

\SISIMT_

ties are restricted by the need to retain the
surplus on the balance of payments “to dea!
with foreign debt obligations. The Bank
doesn’t want to spur growth in imports, par~
ticularly while we have to import large

amounts of maize. |
“Therefore, a drop in interest rates is only

possible once there is a prospect of a certain
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underpinning of the balance of payments
position through international recovery,
While inflation is high, the Reserve Bank
Governor has reasons to keep rates high.
This will naturally fall away as inflation
drops in the last quarter of the year, by
which time the balance of payments position
should look healthier,” |

ey
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QA businesses will visit the US later thisyear on the first}
rrade mission organised by the American Chamber of .
Commerce since Washington imposed anti-apartheid
sanpctions in 1986. LR |
Chamber executive director Michelle Cohen said mis- "3
sion delegates, representing 14 small to medium-sized /4

businesses with products galeable in the US, would be
. chosen by Amcham irade committees. ¢ -

US industry and

VRS

They will meet gover t officials
the Press. ?’Tanm | ﬁ{ S _
«wPhe mission will initiate easier acees, to what has '
been seen up to now as a large, amorphghgﬁ'}area," Cohen 7=
[ ‘_1 oA L T . 'ﬁﬁ."!
Amcham will also hold investment _é’gfixinars' during ..¢&
the mission to re-educate American businesses on invest- wa
ment and export opportunities available in SA. '

'~ The mission will be followed by a business-to-business 1,,J,

conference organised in SA by Amcham in May next year : ..
which will host about 140 US companies;, - o

Amcham membership in SA is made up of US comn- "+
panies with direct equity and non-equity links wWith S4, as bk
well as SA. companies distributing US goods. : e

Cohen said Amcham’s membership shrank drastically e
during the sanctions €ra. - S 1

‘But there has been a resurgence of American com-
panies looking to join Amcham ang also a lot of interest °%
from SA companies,” she said. - R N
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Africa are opening up rapidly
for South Africa. Sanctions are
teetering on the brink, and their
end is bound to be hastened by the
call for their abandonment by the
deputy president of the African
National Congress, Walter Sisulu.

The visi{ by President de Klerk
to Nigeria has cleared the way for

trade and other links between the

two African countries with the
greatest economic clout. A politi-
cal seminar held in Cairo, which
was attended by South' African
and Egyptian academics and poli-
ticians, also forged new links.

Except for Zimbabwe and, to a

- lesser extent, Namibia, opportuni- .

ties for South Africa’s {rade links
now exist with the entire conti-
nent, ‘

Apart from the European Com-
munity and some of the countries
in the Far East, the markets of
Africa hold the greatest prospect
for South Africa.

However, the great test for Pre-
toria is likely to be its success
in developing economic co-opera-
tion within southern Africa.

Superficially seen, an econormic
- grouping would appear to offer
great advantages {o all 10 coun-
tries in the region. But the dif-
ficulties of establishing structured

- institutional relations are formi-

dable.

These difficulties are rigorously
examined by the South African
economist, Jesmond Blumenfeld,
in a study sponsored by the Royal
Institute of International Affairs,
London. |

His ceniral theme is the rela-
tionship of dependence and inter-
dependence among counfries of
greatly varying economic
strength and political agendas.

- Blumenfeld cites as one reason

for caution the, as yet, uncertain
future strength and prosperity of
the South African economy itself.

A second reason he advances is
the uncertain future economic
prosperity of the region as a
whole,
cross-border economic relations.
. These will depend upon the politi-
cal stability in the region, and

upon the domestic economie poli-.

cies pursued by each of the gov-
ernments. PFuture stability re-
mains an open question,

HE floodgates to the rest of

including the scale of .

SR E

No magic wands
around for that:

"
wl
R "'""r

feld argues that the conditions for
translating the “need” for eco-
nomic co-operation into efféctive
practice are not matched by evi-
dence of a general desire for rec-
onciliation and rapprochemént.
Blumenfeld goes on to say that
“effective economic co-operation
universally requires politically
difficult choices and adjustments,
including surrender of some so-
vereignty. :
“The experience of the Southern
African Development Co-opera-
tion Conference (SADCC)} has con-
firmed that sovereignty is not
likely to be surrendered very Tea-

. dily in southern Africa, with or

without apartheid. | e
It would therefore be prudent to
discount grandiose ideas abiout a
southern Africa Common Market.
“The belief that in the. post-
apartheid era, conflict bé&tween
South Africa, on the one hand, and
the neighbouring states, on- the
other, will evaporate, is too:sim-
plistic partly because the nature
and duration of the transition to
majority rule in South Africa-and
because the characteristics "and
strength of the post-apartheid eco-
nomic system are still too uncer-
tain. M
“There is — and will remain —

‘throughout southern Africa~a‘leg-

itimate fear that South Africa,
however governed, will always
exercise overweening ecofiomic
power over its neighbours- This
fear will need to be addressed be-
fore there can be any prospéct of
creating a prosperous regional
order.” o

Blumenfeld believes that, in
practice, the emphasis on regional
economic co-operation is likely to
remain on more ad hoc and essen-
tially bilateral arrangements.

Blumenfeld discounts the scope
for Western policy in the region.
His cautious conclusion is that
southern Africa may not be capa-
ble of the “economic miracles”
which Western Europe and the
Pacific Rim have achieved.

“There has been too much eco-
nomif dislocation  in southern
Africa and there remain too many
political imponderables and too
many reasons to fear the alterna-
tive scenario in which the region
would be consigned to increasing
despair and decline” O -
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Rand strengthens
against the dolk

| {74 SHERIDAN CONNOLL

commercial rand strengthened fur-
| ther yesterday to reach an eight-week high
against the dollar as the US currency con-
tinued to come under pressure against the
I Deutschmark.

. Therand finished at R2,8342 to the dollar
from R2,8490 on Friday. Analysts said the
| dollar d1 ped to-a fuur—munth luw against
the Deutschmark on the back of expecta-
tions of an increasing interest rate differ-
I ential between Germany and the US.

They said a cut in US rates was expected

to be annﬂnnced by the US Federal Open
Market Committee which meets today,
and- German rates were expected to be
lifted by the Bundesbank by the end of the

week. (| ] ("ll“ﬂ‘il -

Money market rates continued falling
I and the three-month liquid BA rate

dropped to its lowest level in more than
three years. The BA rate traded in a range
of 14,55-14,75% compared with Friday’s
range of 14 65-14,85%.

Lower money market rates coupled with
mortgage rate cuts by the Board of xecu-
tors Merchant' Bank and the SA Bank of
l Athens sparked market speculation that

the Reserve Bank could. lower official in~ -
l terest rates. Analysts said, however, the

Reserve Bank wnuld be unli ely to bow to
market pressure.

Senior spokesmen from First National
Bank, Standard Bank, Nedbank, Absa and
NBS said yesterday their respective insti-
tutions had no plans to lower mortgage
bond rates in the near future.
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ID YOU know that me.ams_

has more vehicles than
many African countries, South
Africa generates half the elec-
tricity in the entire ncu_u:mi
and Mozambique’s °
debt exceeds ifs total gross

national product (GNP)?
These and other statistics

on various aspects of life in

Africa are contained in a pub-
lication, “Africa at a Glance”,
which is published by Em Afri-
ca Institute.

One of the EnEmEm facing
individuals or businessmen
venturing into Africa is the
lack of detailed and’ mrmgm
information about a niéw mar-
ket and the economiq perfor-

mance of - the.-various- coun--

tries.

“Africa gt @ &Glancs” seeks

foreign

to satisfy this =mmn for _.mmn:w
accessible, concise and afford-
able data about the rest of the
continent, It contains just
about anything a stranger or
investor would want to know,
including political changes as
well as economic and social
aspects in all 52 independent
countries and island states.

A new statistical measure,
the human development index
(HDI1), which is said to be a
more realistic gauge of human
development than GNP per
capita and the various social
indicators, has been used fo
assess the countries.

The HDI combines GNP per
capita and indicators such as
life expectancy, adult literacy
and average years of school-
ing to present a composite

-_—— . .

m> shows AIfrics

imistat -

measure of human progress.
For instance, Libya, which
has Africa’s highest per capita
GNP, drops to fourth place
among African countries in
the HDI. Tanzania, ranking
close to the bottorn of the
GNP per capita ratings, has a
significantly improved rating,
and South Africa, with the

. fourth largest per capita GNP

on the continent, takes second
place, after Mauritius.

There are all sorts of inter-
esting statistics. But the
wealth of information once
again emphasises the pre-emi-
nence of South Africa in the
continent.

For instance, the country,
with 6 percent of sub-Saharan
Africa’s population, accounted
for 35 percent of the sub-Sa-

(S

haran and 80 perceiitof the 10
southern African countries’
GNP in 1989,

Nouth Africa

is Africa’s

‘leading producer of sugar

(26 percent of the total vol-
ume/mass in 1989), of maize
(32 percent), fish (41 percent),
meat (16 percent; and milk
(19 percent).

In the soutkern African con-
text, South Africa produced
62 percent of the sugar, 66 per-
cent of the maize, 67 percent
of all cereals, 90 percent of
all fish, 70 percent of all kinds
of meat, 76 percent of the milk
and 69percent of various
kinds of fruit.

Of 20 selected minerals pro-
duced in Africa in 1990, SA
had the continent’s largest re-

heyay

serves of 12 and was the lead-
ing African producer of 10.

Zaire was Africa’s leading
producer of diamonds, cobalt
and tin as well as the world’s
largest producer of cobalt.

Whereas Namibia was the
leading African producer of
uranium, Nigeria of petrol-
eum and Zimbabwe of asbes-
tos, Niger had the largest re-
serves of uranium, Libya of
petroleum and South Aifrica of
asbestos.

South Africa generates half
the electricily in the entire
continent, its railways handle
69 percent of the rail freight in
Africa and half the tarred
roads south of the Sahara and
two-thirds of the tarred roads
in southern Africa are in SA.

- — Star Africa Service. O




RATHER than dwell on the dismal
e€conomic spin-off for the average
German from the recent series of
inflationary pay deals, parts of the
German media have found anoiher
diversion.

There is considerable interest, in-
stead, In the carnal habits of the
formidable public sector union boss
behind the strikes that led to last
week’s government cave-in on
wages. Monika Wulf-Mathies, leader
of the Gewerkschaft Offentliche
Dienste Transport und Verkehr, has
become a media figure — although
not quite in the manner she may
have preferred.

Far from analysing the likely
firm-Deutschmark, high-interest
rate, tight-fiscal poliey conse-
quences of the strikes and pay deals,
sections of the German media are
preoccupied with “Monika Wants
More”, her spiky hairdo and
fluorescent pink nail varnish — and
her libhido.

The swing of popular German at-
tention away from the financial
small print of the labour unrest is
symptomatic of a more esoterie drift
newly detectable in the currency
markets: that of the Deutschmark
away from its long-held status as
anchor of the European exchange

- REVIEW

Deutschmark losin

rate mechanism (ERM). On Monday
— a day rich in irony and weighty
with implications for the' ERM —
first a key German private-sector
union followed its public-sector
counterpart in wringing an inflation-
ary pay deal out of its employers.

Then Switzerland decided to join
the EC.

Simultaneously, therefore, Ger-
many’s restive labour unions inject-
ed yet more inflationary pressure
into the national earnings pipeline
and left the German government
looking even less like fhe Spartan
anchor of European monetarism:
and Europe’s only other austere
nation effectively offered itself as a
replacement in the ERM pole role
Germany is busy abdicating.

There will be an appreciable leagd
time before the Swiss ratify their
government’s proposal to sign the
Treaty of Rome and then take the
logical next step, which is inserting
the Swiss franc into the ERM. But,
within the next few months, that
series of events will be as good as
timetabled and may begin to pull
German attention away from its

Wi W LU\

2051972
SIMON WILLSON

union leaders’ personal lives,

In the meantime, unti]l the Swiss
franc’s ERM entry becomes a sched-
uled certainty, the Germans’ prob-
lems with inflation and rising inter-
est rates offer opportunities for
other currencies previously re-
strained by the effects of Germanys’
once-legendary abstemiousness,

The British, for instance, now have
the chance to cut domestic interest
rates in line with the requirements of
domestic economic recovery. For
the first time since sterling entered
the ERM in October 1990, the UK can
ease its internal credit conditions
without jeopardising sterling’s ERM
parities.

As the chart shows, the gap be-
tween German and UK interest rates
has narrowed to the point where it is
about to disappear. Sterling, accord-
ingly, has an interest rate premijum
over what is supposedly the ERM’s
stablest currency of barely 0,25 of a
percentage point. Has this told on

%

g 1ts mmmmo_. role

S g5 Deutschmark parity? Not
at all. Now that the Major govern-
ment has been re-elected, sterling
finds itself in the unfamiliar position
of being part of the ERM baljast: one
of the stable, strong currencies that
the mechanism’s more flighty mem-
bers navigate by.

Given the problem-plagued Ger-
man scenario, which now features a
rickety governing coalition, an indig-
nant central bank, disaffection in op-
ganised labour, a bankrupt eastern

Don't hold back

UK, German 3-month interest rates

N el

. 2
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Graphic: FIONA KRISCH  Sourca: GOLDMAN SACHS

province and an election in 18
months’ time, small wonder sterling
looks enticing. Solid, majoritarian
sovernment with a mandate until
1937, quiescent unions, an economy
On a recovery path, no refugee
hordes on the borders . . . sterling is
an undoubted buy in the ERM.

There are few reasons, therefore,
for the UK Treasury to hold back
oW on additional interest rate cuts
o spur recovery. Forecasts are
floating around the City of base rates
being at 8,5% by the year-end and, if
the chart is anything to go by, ster-
ling has nothing to fear from such an
erosion of its yield differential.

It is only the probable entry, down
the track, of the Swiss franc into the
ERM that muddies sterling’s out-
look. The Swiss have, by means of a
restrictive domestic monetary re-
gime, hauled their inflation down
from a peak of 6,5% in mid-1991 to
4,8%. While they have some way to
g0 before achieving their 1984-89 in-
flation average of barely 2%, there is
little doubt that last year’s inflation-
ary bubble was a one-off,

Before very long the Swiss franc is
sure to succeed the Deutschmark as
the ERM anchor, and then the Brit-
ish, French and Italians will have a
new source of monetary discipline to
emulate. |

f
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THE PAC would shopt]
ounce a meeting with IXresi-
dent F W de Klerk that could
Serve as a prelude to PAC par-
ticipation in elections for a
constitutinn-making body,
PAC deputy president Dikgang
Moseneke said yvesterday.

He said the meeting would be
follow up to talks helg with the
QAU and would be ag attempt to

involve “external interlocutors” in
constitutional negotiations.

Moseneke said the PAC’s major
concern centred on the issue of
neutrality during an electoral pro-
cess. He said he saw a role for the
OAU in ensuring neutraility.

The PAC was looking for an
agreement on the sort of election
that would be held and the func-
tions of a constituent assembly.

“We do not believe that the par-

Sunday movi

CAPE TOWN — South Africans
will be able to see Sunday movies
again from the end of next month

the go-ahead.

A Bill tabled yesterday and
scheduled to be passed by Parlia-
ment before it rises next month
will give local authorities the
power to allow the showing of
movies on Sundays and certain

public holidays.

de delegation mamber

A

e L
.......

panese ambassa
visiting SA.

ties themselves can untangle the
logjam,” he said,

ANC president Nelson Mandela
had already come round to PAC
thinking in his call for internation-
al monitoring of violence and an
internationa]l peacekeeping force.

The PAC pulled out of Codesa in
the preparatory stage to press
home demands for a democratic-
-ally elected constituent assembly.

The PAC envisages a pre-con-
stituent assembly meeting with
government without becoming in-
volved in complicated interim ar-
rangements. Its stance puts it at
odds with its patriotic front part-
ner, the ANC. However, an ANC

rethink on an elected parliament -

serving as a constitution-making
body, brings it closer to the PAC,
This raises the prospect of a revi-
talised patriotic front pressing

likel

The Prohibition of the Exhibi-
t1on of Films on Sundays and Pub-
lic Holidays Amendment Bill was
anticipated after Justice Ministar
Kobie Coetsee earljep this year
gave permission for movies {g be
shown on Sundays during the Eas-
ter holidays,

However, he withdrew this
after the holidays so as “not to put
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government through negotiations
and mass action, . - | .
Moseneke said Codesa IT had de-
livered no surprises. Government
wanted t{o retain power and the
ANC had conceded too much. Co-
desa had proved itself inefficient
and obese and he suggested it shed
weight by ridding itself of home-
land leaders. Lack of progress at
Codesa IT had reinforced the PAC's
opposition to the institution.

A spokesman for De Klerk’s
office said yesterday the President
did not divulge his meetings sched-
ule. However, he had said he was
prepared to meet any parties in an
attempt to find solutions, and this
included the PAC, - -

An ANC source said the PAC
was desperate to find a way back
to the centre stage of negotiations
and would probably agree to take
part in elections.

efi"local authorities de-
liberating the issue.

The Act in terms of which the
showing of movies on Sundays
had been banned gave only the
Minister of Justice the power to
waive the restriction,

This has now been broadened to
give this power to local authori-
ties, and it is expected that most
of the country’s major cities will

T e
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Japanese are
weighing up

A RE regionally based ap-
proach to development was need-
ed to make SA part of a viable
economic zone attractive to
foreign investors, senior Japanese
financier Kazuo Nukazawa said in
Johanneshurg yesterday.
Nukazawa, co-ordinator of a

“high-powered visiting Japanese

trade delegation, said efficient in-
frastructure and at least 100-
million people were needed to
make an economic zone viable.
Japan had 150-millien people.
Political stability, improved irri-
gation, electricity and railway ser-
vices were essential for future
growth. Improvement of the re-
gion’s infrastructure was of par-
ticular interest to the delegation.

Nukazawa, MD of Keidanren, a
business chamber representing
9% of companies listed on the
Tokyo Stock Exchange, was one of
30 Japanese public and private
sector businessmen who attended
a reception hosted by Sacod and
the “Johannesburg Chamber of
Commerce and Industry in Johan-
nesburg yesterday. ,

Trade mission leader and chair-
man of Japan’s Committee on Co-
operation with Africa Masamichi
Fujimori said: “We have come to
see at first hand the actual sitya-
tion in SA. AP 2015792,

“We are here to study and ex-
plore the possibilities of further
Co-operation with this country.”
 Japan lifted sanctions against
SA in October. It re-established
diplomatic ties three months ago
and is now SA’s second-largest
{rading partner.

Sapa reports from Cape Town
that France’s director of foreign
economic relations in the ministry
of economy and finance, Jacques
Desponts, is to visit SA.

The French embassy in Cape
Town said Desponts, whose de-

~ partment was the principal instru-

ment for implementing the minis-
try’s policies for helping French
companies invest or trade abroad,
would visit from May 21 to 25.
He would meet Finance Minis-
ter Derek Keys, ANC international
affairs director Thabho Mbeki, a
representative of the Industrial
Development Corporation and SA
businessmen brought together by
the SA Foreign Trade Organisa-

~_tion. — Sapa,
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Turnover increased by 15% to R1,4bn

Rand makes gain asg-(til)ollar
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SEESAW trading in frenetic currency
markets yesterday saw the commercial
rand extend its advance apainst a US dol-
lar enfeebled by unexpectedly weak data

et ‘ i;‘ﬁ"*qi J‘J jiikiel oon the US economy.
SO o Vf;*;?:_._-:%ﬁ“_;ﬁﬁ?{:‘,u S AR NN a4l - - Dealers said the rand’s dollar strength
(- A TR was.accentuated by a big exporter seliing

dollars into the market. They said the Re-

Nt &S" serve Bank intervened iin a smoothing
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Zapation to drain surplus dollars. .

he biggest fall in US housing starts in
eight years knocked the dollar in mid-
session. It pushed the dollar to its low for
the’ day to DM1,5860 and prompted the

Rand ) qshr

market speculation that the US Federal
Resetve would decide on a further cut in
official interest rates later in the day.
The rand was marginally stronger
against sterling and firmed to close at
R5,1865 after opening at a record low of
R5,2083. Dealers said sterling’s underlying
strength stemmed from its good perform-
ance against the weaker dollar and also
against European monetary system (EMS)
the Conservative victory

in the UK general election.
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Dollar sentiment was further dulled by
