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Abstract

This dissessation examines the establishaical and progress of C.G.Smith & Co. Lid. betweon
1910 and 1939, C.G.Smith, the founder, controtled the firms fortuwes during the pe<iod and
this Hlustrates the imporlance of cntreprencuts (o 4 couniry's ecanomic growth and prosperity.

The firm concentrated mainly upon the sugar industry whero it was involed in both produc-

tion and disteibution/wholcsaling. Smith's prospered because of Lhe protetion which the in-

dustey was geanted by the Government,
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Introduction

A number of historians havs sxamined the: Soutk African sugar industey, ‘The lndustry prior to
1910 has been examined in some dotsil, with Peter Richardson providing an averview of the in-
dustey (1] and Magreen Tayal examining the libour companent. [2] Tho industry afior 1910
hawever has received seant attention, 3] with the exeeption of iabour, {4} The istory of the
various businesser within the indusiry has reesived o indepentont aeademic attontion and
anly two in-house historics bave been writien. {S) Hiherto, the standasd work on C.G.Smith
& Co. Ltd, bas been R.F.Osborn's €.0, A Great Natafian which providss o naceative of

C.G.8mith's life rather thao a detailed study of his business aperations. (6]

Tis disseriation examines the cstablishear, adaption and progress of C.G.Smith & Co. Lid.
dusing the pariod 1910 to 1940, "The sise of the firm is closoly finkod o its founder Charles
Gearge Smith who was a whimsieal but sheowd entreprencus, The cxamination of the rise of
such an calrepraneor may be an a Wypical example of businessmen in general, procisely be-

sausc he rose Lo the (op,

Sugar was a major intcrnational commodiy in this period and the dévefopment of the South
African sugar industey cannot be sepurated from the fnte i fonal context, Consequently do-
velopments in the intornational comiaodity trads, e foes w  hapter 1, had an effoet bpon
(he stugar industry. The Intsr-war poriod was characlartzed by very slow growth in the 19205
and stagnation In the 1930s. Intermationat inlorcotise was us & result increasing subjeet lo

‘both bitateral and muitilateral agreements,
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T Chapter 2 1 attempt to cxaming tho performaneo of sugar it th intornationa) epvison-
ment at & time when it was confronted by durif§ proteetion and preforentin tocoss agreoments.
In contrast to the commedity trade in gonoral, sugar experienced a priec decling from 1920 un-
1937, This erisls led to the [mernational Sugar Agreement of 1937 which was endorsed by

aflthe producing snd constiming nations,

Mow the Sourh African sugae ndustry respondesd 1o the intornational suga eriss s the topic of
Chapler 3. South Africa became & net exporier of sugar i the period. Althaugh its contribu-
o remained {nsignificant in (hu intcematiaral contoxt; rising from & per cent of workd pro-
duction in 1920/21 1o 1,8 per cont In 1939/40.17) Govesamen! intervention enabled the South
Alfcan sugne indstey to survive, Tho fors this took und the effeet this had upon the industry

is discussed In wie chapier.

The corc of £.6.Smith & Co. L3 busincss was sugar \ending and this is the focus af Chapte
4, The extent 1o which C.G.Smith's personal fricadships helped the businoss is ctamine
‘gether with his relatfonship with the Standsrd Bank, Qae of the quesiions sehich hns (0 be ex-
antined is whether Smith's contred of the lirm (houghout the period was detrimental to the
profitability of the firm. Tn particulor, the diversification into non-sugar taterests, that was
motivated by hs desire for new (ronlicrs may have been harmful o the core bustness. Ho fol-

lowed a grogressive pries towards taff by introducing stock options and a peasion schene,

Two of the more in,  sting ventires outside thy core wholesafing oporation was the move
it diroe! sugar produetion when Smith's purchased the Unizimkula Sugar Compony Limised
and the Gledhow - Chaka’s Kraal Sugar Company Limited, the subject of Chaptors 5 and 6.
Botls of these vonturcs requived much of $mith's attontion in (I iater-war years with their

ot prossing necd of capllal ind thelr serious minagoment probotn.




RSP

Page2

fn Chapter 2 ¥ aliompt o examing the performance of sugar within tie interaational eavison:

ment sl a tine when it was confronted by tarll proteetion snd preferential neeess ngrecments.
e coatrast 10 the commodly trade in general, sughr experienced a ~iee docline from 1920 un-
(0 1937, This erisis led 1o the Interagtional Sugar Agreement of 1937 which wus cndorsed by

aflthe producing nad consuming nutions,

How the South African sugar industry rosponded Lo the Intornational sugar crisisis e topic of
Chapter 3. South Afien beeame o not exporter of sugar in the perlod, Although its contribu-
tion remaucd insignificant in the interntianal coatext; rising Jrom 08 per eont of warld pro-
dustian i 1920/21 to 1,8 por cenl o 193040, [7) Government intervention snabled the South
African sugar indusiey to survive, The form this took and tho effeet this bad upon the industry

is diseussed in the chapter,

The core of C.G.Smith & Co. Lid business was sugar Lrading and thi is the Focus of Chaper
4. The extent to which C.G.Smilh's personal friendships hefped the businesy is examined, to-
gether with bis relatianship with the Standsrd Bank, Onc of the questions which his 1o be -
amined s whother Smith's contral of the firm throughout the period was detrintental Lo the
profitability of the firm. T particulur, the divorsitication into non-sugar hierests, thot was
motivated by bis desire for new frontlers may have been harmful o the corc busiaess. Ho fols

lowed & ive policy towards staff|

options and b pension scheme,

“Two of the more inlcrosing ventures outsida Lhe core wholesaling opeeation was the movo
into direck sugar prodction whon Smith's purchased the Unizimkulu Sugar Contpany Limitcy
and Whe Gledhow - Chaka's Kraal Sugar Company Limitad, he subjeet of Chapters S 5nd 6,
Both of thesc vetares required mieh of Smith's attention in Uho inter-war years with thoir

ever pressing nced of capital and Lhelr seriots management problems,
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Smith's move into shipping was an autgrowth of fis wholesallag apecation an 1 he subject of
Chaptee 7. (¢ provided s interasting cxampl of Smith's entreprensurial skillin seciog a new
appartunity s proi. :

©.0.8mith's experience in (he sugar industry was anly ane cxample of the changes which wera
tking place i the agricultursl seetor In this period, Nevenfieloss C.0,Smith stands out us one
o the greal entreprencurs of the period who tel his mark upon the South African sugat fndus-

wy.
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CHAPTER 1

The Inter 1 Ex y and the C dity
Trade, 1910-1940

Ineroduetion

The intornsiions| cconomy, between 1910 and 1940, was subjeet (o fundomentot change, from
selatively open trade refationshins 1o (ariff-protested national economies within the intorno-
Gonal seiting, The commodity trade was adversely affocied by this change and, in particular,

primary products, whose prices wer faing (hroughout the world.

The intornational economy ariscs from the aeed for trade based on comparative sdvantage.

faternationat cammadit intordependence is 1he consequonce of:

1) The uacven geageaphical distribution of physical zesaurets, capital, enterprise aad

echnical kil
2) Varying population deasity and consumption habits.
3 Pobtical boundorics, 1}

The Commadity Trade: Pre-1913
Prior 1o 1913, Burope dominated world trade, despite North Amerien’s increasing imporlance.
Europe's lrade with the rest of the world was characterizod by on exchange of manufactured

goos for primary products, The export 1rade In prirtary products trebled botwesn 1876 and
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1913, (2] The composition of s fene howeer ehanged towaeds the end of he century due
o the rapid oxpansion of mtal manufacturing and the increasing importance of mincrals,
Thore was als o relative duclin in the importence of fondstulfs and agrieultural products,
World trads in the period 1881 1o 1913 grew by an average of 40 per eont per decade. [3] The

refative regional position by 1913 can be seen from the table below.

TABLE .1
Reglanat Disteibution of World Trade, 16761963 [4]
(PER CENT}

187480 1913

Eqots Impots  Towl  Expons Impons  Total
Europe &2 @6 669 B9 651 620
North Anierica 0y 74 95 18 s 12
Latin Ametien 52 46 54 83 70 746
Asia 14 Bs 129 ug 04 1
Africa a2 15 9 37 36 37
Oceania 33 35 34 25 24 24

The problem for undeveloped regisns prior 1o 1913 was to find 2 commodity which the fndus-
teialized rations required und then to sustain ther position i world trade, According o

Lewis:

I ying to grow by exportlng primary prodiucts 10 the core, the st difficuly was thar
the core was nof really importing alé that mich, As we have noted before, the core
wies mtore or lesg self sufficient n the primary ravy materials of the indusirial revolt-
tion, and what it tacked It obtained Jrom the temperate couniries of recent European

settiement. {5}

The predominance of Eusope in the international ceonomy before 1913 was the result of in-
dustriafization. The integration of nther regions into the inlernational sconomy created ap-
portunities for exportsled growth, which was (akers up by Canada, Australia, New Zealand, Ar-

genting, Chite, Uruguay, the Gold Ceast, South Africn and South East Astun countrics.
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Growh through primacy commodity ssports was often problomatic; for cxample, cane sugar

exportors were confionted wih incroasing beci sugor production in Burape.

The Commodity Trade: Interayur Vesry

() Overview

Warld War One gave a greal boost 1o (o production of primary commoditios outside Surape,
as Europe's own production of primary products declined; for cxanple, sugas-cans cultivation
and production rose in Cuba and Java. Tho ecssation of hastilites fed ta & post war hoom for
commoditics axtending (hrough 1919 and tnto 1920, This surge then gave way ta a crash in
1920 and 1921 and to the collapse in the prices of primary produets. fn 1923 demand and

prices tomporarlly recovored. Suger was ; rticularly affected, a5 Etropenn bet sugas produc-

ion was restored. Prices of primary commoditics begen to fal again in carly 1925 and con-
Ginued (o doeline until 1929, when they collapsed and rematned deprosscd wotil 1933, (6]
World trade between 1929 and 1932, fell in value (erms by 60 per cont and Africa’s forcign
trade declined by 42 per cont, [7] The revival from 1933 1od to a speculative baom during 1936
amd 1937, with a subsequont downtuer, seeompanied by falling prices, in 1938, Between 1928
and 1938, there was 2 60 por ront decline in the U.S, dollar valus and a 9 per cent declnz in
bt valuric, of wasld exports, (8] The problems of the primary commodity trads wer os-
acerbated by the (act st the twenty-iwe leading primary commodiics in world trade in 1938

represented oaly 30 per cent of dhe catad value of world irade. 19}

The inter-war period saw a docling in the {mportanice of primary camemadities in terins of Uheir
shtre of Lolal exparts, with the relalive importance of food and sgricultueal exports rontinuing
10 deerease until 1937, Tho importance of minerals, ulso a primary praduct, howsver grew

while manufacturing retained its position.

RS




Prge?

TABLE L2
Share of Commaodity Grenps in World Exports, 191337 (16
(PER CENT)

Year Food  Agricuimire Mincrals  Total Manufactures  Total

270 22,7 140 637 363 100
1927 243 15 158 61,6 384 100

30 210 95 63,5 36,5 w08
1 world exports food aad agricultural com=adities combined lost 5,7 per cent, whilst mincral
exparls increased by 5,5 por cont. The oversll loss for the thres commadily groups combincd,
n terms of world exports, was minimal a1 0,2 per cont; but the effoct upon some non-
indusrialized states wos caastrophic, This i cmphusised by he fact that noa-fndustrial eoun-
wres supplied S0 po cen of the world's rimaty commodity expots,of Which, 84 po ceat
wati to industeiat caunteies. [11] World exports of manufactures gresw by 0.2 per cent during
the satire. period, bul in the crucial late tweatics shoved an insrcase of 2,1 per ceal, at a time.

when the demand for faod und agricultural products was already declining.

‘Warld trade hatween 1913 and 1937 continucd Lo be sentred upon the industriakized states,
thongh Burope deckined slightly relative (o North America. Gurope’s share of warld teade
declined by 11,3 per cont, whilst thot of the US.A, and Canada rose by 3 pes cent during the
1925, {n the 19305, Europe’s share of world Irade increased by 0,7 por cont and, the US.A.
and Canoua doctinod by 2.3 per cent, ‘The U.SA. was largely setf-suificient in primary com-
‘modities and its increasing importance in world trade combined with he decling of Eurape,
was a maor blow 10 primary commodity cxporters. ‘The rise of the US.A. in workd trade

muant that when the Wali Strect crash occurred in 1929, (he cffect was all (he more powerful.
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BLE 1.3
Share ty World Trade, 191337 [12}

(CONSTANT PRICES}
tndustrial USA. & Oceanin SA. & Others
Eurape Canad Japan
1913 544 s 54 257
1928 431 188 57 132
1937 By 165 95 2
Note: Sxclues USSR,

Poge§

I terms of individual nations, tuble 1.4 shows that, the British Commonwenlth between 1928
and: 1938 was the muin actor in world trade, whils! the US.A. suffered & relative decling, The
British Commonwealil's share of world (rade amounted 10 29,3 pe sent and the US.A to
12,8 per cent, on aversgs, In the period, Industrinlized Evrops whilst losing ground between
1928 and 1935, recovered to & lerge txtent by 1938; although the teade in primasy commodities

s ‘ered a dochine in that year,

TABLE 14
Share of MaJor Natians in World Trude, 1928, (935 & (938
(PERCENTAGE OF TOTAL § VALUE) [13]

Inponts Exports

County w28 1935 1B w1035 M
B Commonwealth (208 37 ;T w2 ms %7
France & Tertijories 78 %4 22 79 81 61
Nethorlands & Terrt, 4,5 43 51 4 47 52
Dolgium & Territ, 26 2l 33 27 32 35
laly & Torril 34 35 31 25 24 26
Spain & Territ, L7 [ 67 23 13 05
Portugal & Terril, 0,8 01 [ 03 04 04
Udhed States (b) 130 110 98 163 136 147
All Others 61 M7 ;1 ;L Mz 403
Note: 2) Unllul Klngdum, Ireland, Australla, Canada, New Zealand, Sowh Aftiea, india

] )"thpm::s, Pancrama Canal, Guam, Alaska, Hawaii, Pucrio Rlco & Virgin is-

A
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) Commadity Tende Pebute
The problems sssociatod with primary tommodity production, trade and prices in the inter-
war periad, is the subject of considernble debate in Whe litbrature, Alderoft views (he probiem
25 0t of overpraduction, associaled with the time lapse betwesn inkial commilment and ac-
tunl production. Tn support of this view, he sites the disparty betwoen papulation growth and
food produstion, 11 ta 12 per cont versis 18 por cent, butwoen 1913 and 1929 [14] Lewis in
contrast, mafatains tha the industrial nations bought (oo itk ad 10 cheaply. [15] Lewis
Argues thal the decrease in the population as a resull of the war, combined with \se deefing i
popalation growth and the deerease in international specialization in the 1930s, meaat it
trade wos adversely affected, [16] Rweyemamu maintuins thal the problem is the refatively
sharp changes in demand and therefore in comparatve advantage, Furiiermor, there s 2
tendeacy for industrial natioas inercasingly to provide the important raw materials them-
selves. |17] Drummond views the problem o3 being inked to weaknesses in (he Interustional
financial system. There was uncerlainly about fixed exchange rates, Uie basis wpor whick inter-
national teade was constructed[18] Foreman-Peck argues that the financiad systeay was the
major component in the problems associated with the primary commacdlty teade, The stacks
of primary commodities whick accumulaied in the 19208 and the inability to contiaue finzacing
Uhese stocks, also asslsted 10 despen the severlly of the problem, (19] Wikt endorsing @ view
of the Fnancial system as being at the heart of the problem, Kindlbecger auributos the
severity of h problem Lo Uhe cossntion of largo seale avestment in the non-industratized fa-

tians. T normel ei dectines in exports icd by iereased borrowing;

a docline in both spheres was catastraphic, [20] Furthermore, the inability of non-
Industrialized nattons (o purchise manufactured goods from the core, feat momeatum 10 »
ownvasd spiral it the feternational ceonormy. The interontlonal commodity trade was subjec)
o fluctuating fortunes during the Intor-wa years, thers Wore decin fa prices botween 1921
and 1923, and between 1925 or 1926 end 1933, A gradunt improvement thon occered uti

1938, when prices ngalu shumped.




Page 10

In taoking specifically at Tropient Africe, Forbes Munro argues for shifls in relative advantoge
over time, Terms of trade for primary commodities wore favourable belween 1900 and 1913,
deterioraicd from 914 1o 1922 and then fmproved until 1925; after which there was no
cocovery until 1945, {21] Lalham disngrees with Forbus Munro, with regard to the tiws peri»
ads In which th (zrms of trnde ither favoured or disndvantuged (he primary contaiodity
trade, Lathm soes a deterloralion from cither 1925 or 1926 untif 1933, when gradual im
provemsat oceurred unti 1935, [22] ‘The South Afriean sugar tndustey in contrast (0 ather pri-
mary eammodities nssosiated with Tropical Afrien, expericnced unfavourable (erms of trade.

from 1920 atil 1937,

Production was aut of step with demand and this ovespraduction crisis was exacerbated by the
technelngical innovatlon in (he developed nations during the inter-war period. Primary com-
modity producers in (he undeveloped regions, sufferod 2 solative decking in income which
hindered their investment in new technology atd reduced their abilily (o buy industrial produe.
2, 1a tho 191h Cenluty the commodity trad had been an engine of growth for non-
industeiliscd nations [23], bus the focus changed in the inter-war poriod to lechnical innovae
tlon, Technicat innavatlon roduced sosts and increased productivity through the introduetion

of figh yield crop Varlaties and maro cfficioat processing machinry. Lewls nolss,

The longenis engise of growt is technorogical chawge; intermational trade cannot

substitule for this except i the iniial perioe of laying developront fowndations, [24)

(¢) Search For Stability
“The instabilily of ke commodily trade in Lhe 1920s, led to 4 desire for macket and firice

securily, This desire was pursued by (wo distinet diethods,

- J,dm“
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1) “Tarifl and other protective bareicrs moulded around countries and coloniat
cmpires.
2 Commadi by i ol support.

Tarlffs, quetas, praferences ond exthange controf wers inteoducod by aatlans to protcet them-
selves. The pereelved nacd for protoction stase from the cxperience of yulncrablity during
o First Warld War, Subscquent unemplopment and 1he instabiity of primary commodiiy
prices relnforced e case. The aém of protection was to fosler development and to provide

strategle security.[25]

Beitain Implemented o systém of imperial preforences in 1919.126] Preferences were granled to
prismsry commadity ems such as bananas, ditrus [reit, sugr, mofasses, tsbacco and wine. [27}
n view of the imperial preference granted ta can: sug in 1919, a subiidy to domestc bect
stgar produccrs was introdaced in March 1925, {28] Support for domestie producers wos -
panded with the introduction of the Agriculisal Mark ting Act of 1931, which simed al in-
Hiating marketing schemes. Th only schomo which actually came into operation in Britaln
was that affecting hops. 129) The 1933 Marketing Act, supersedod the provious act and -
ereased the sostrletions on primasy cammedhly imports, Schemes propagated under his act

cavered potatocs, igs aid milk, with polaloes the most successful, [30]

Britain's prefuscatiaf systen was expuoded as a cosuk of the 1932 Ottawa Conlarence, at which
a five your agrecment was signod between (he tnited Kingdomt and the Dominjons. The prel-
erence system had been limiled to & few natfons and (ke conference expanded these benefits to

the wholg of the Britishi Empire, In torms of lhe agreement Britain undertoak!




Page 12

“To contings th £ < runces already in oporation.
To impose duties ur wheal, maizs, buitee, chucse, canncd and dried fruit, copper,
o zine, Hinseed o rics, imported from ron-siganaries.

To regulae the importation of meal in order (o raisc the price of mea I Brilain
and thereby maintain efficient and profitable production.

To contitwe (o amit Empire produets that proviously had boen allowed free ac-
s,

Te consolidate the prefercnces upon tobaceo, winie and coffee.[3t]

Furthermare, in terms of the Import Dutics Act of 1932, Britain introduiced a 10 per cent gen-
el taril, with exemption for foodstulls and raw malerials, Protostive duties were also in-
cluded on manufactured items, amounting lo as misch as 33 per cent, (32} These schomes
stimulattd Emplre production of tropical products and alded price stabiliy, alhough Beitish
‘producers were no always protecicd, Preferontial accoss and (arifl's woro o success in inerens.
ing the coloniat contribution to Beitish imports, from 22 per cont in 1913 1o 36 per cont by
1938, {33] Farcign gods which could enter Britain frooly wers reduced from 83 por con to
between 30 and 28 per cent, n 1932, [34] These measires may olse have given forcign coun-
trls new markets 35 3 result of the sedirection of trade o within the commonsiealt, (35] The
various schemes undertaken by Beitain, did not cover items which would have uffeeted the cost

structure of British manufactures. According 1o Forbes Munro,

Agriculiural commoditios which were indusirlol raw maierials had no preforeniial ac-
cest to British or Dantinion niorkets, bacause this would add divectly fo the costs of

etropalitan manufactures. (36)

Other Wastarn countrios similarly opted for protectionism, Belgitm instituted a policy of

favoured neeess for primary commoditios in 1924; France revised ls systom in 1928, The
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French Government sought to control agricultural mports whenover they ctcscded 25 t0 30
per cent of totul imports, [37) The United States alsa soughl to protcet ils domestic producess
and to reguinte (rading reltions by (he lntroduction of the Hawley-Smout Tariff on imports in
1930, (38] ty 1932 customs duties had been revised in Belgium, Ognmurk, Estonia, Raly, Lat-
via, Lut‘wants, the Netherlands, Pofand, Portugal, Rumitnia, Sweden, Bradl, Siam, United
States, South Africa and the United Kingdom, {39} The Intcrnational economy had changed

from an open cronomy 10 tarill protosted slosed economics.

“The second method pursucd tc oblain market and price soeurity was commodity control

schemas, which assumad two main forms:

1) Canicls, srranged informally among prodcers or tesders, ta reduce or defeat some
patition.

Gommodity agresments, formally eatered into among producers, sometimes with

-

government backing.

Raw matorlal cartels imed at redacing competition aad controlting production without intor-
vational knowludgo or ssnetion. Cartels doslt with commodities in which industrinl nations
ware the prodomsatnt producers and had thefr origins in the 19205, Cactels affeciod 2 wide
yarlety of commodilics: petroloum in 1928, 1920 and 1932; copper in 1926 and 1935; lead in
1951 and 1938 rinc in 1928 and 1933 tin Ip 1921; wood pulp in 1929, 1930 and 1935; rublber in
1922; aluminum in 1926; mereury in 1928; coment in 1937; sulphur in 1923; polash in 1924; and
phosphale in 1933, 140} Tho alm was Lo stabilise priccs witkin o given prics rango and to divide
up the oiport markets. The major difficully was to obtain co-operation from all pacties, bu
even if this was attained, the problem of malntaining coheslon remabned, Cartels in general,

were seldom suecessful in either the short or long term; with he excoplion of demands,
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Commodity agrecmants in contrast were formal underlakings and coverod commaslitics in
which underdeveloped nations werc the predominate producers. Tho first product (0 b sub-
Jjeet to @ commodity agreement *in 1931, and tkor ia 1933 and 1937, Tea followed in
1933 and 1938, wheat in 1933, rubb r v *934 and sugar fn 1937, {d1) These agreecnts all had
s Useir objective (he muintenance of bo supyy and domand curve, rather than simply a price
range. This was Tacilitated by weans of iits on acreage and or oa output, Commodity agree-
menis were generally successful, in both the short and long-terns, in providing market stability

for the products.

Concluslon

The internc.donal commodily trade between 1910 and 1940, was characterized by instability, os
the supply of primary products tendsd Lo outrun the demand for them. Both governments and
producers Tnteoditeed eantrol measures, with & varying degree of success, in an attempt 1o
counteract (his nstability, Trade however did not regaie its larmer momentum, the pre-1914
esa of rapid growth being repluced by onc of very slow growth in the 19208 and stagnation in
the 1930s. Technological innovation bocame the maln driving force within the international
sconomy. (iternatlonal commsodity interdzpendance exacerbaled the problem for nations de-
pendent upon the trade 16 generate carsings. Survival within this setting was degendent tpon

adaptation and entreprencurial skill. Sugar in particular, was effected by the problems associ-

sled with Lhe intoraational commodity trade in the inter-war period. Sugat is the focus of the

subscquent chapters,
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CHAPTER 2 |

Sugar’s Role in the International Commodity .
Trade

Introductian

The international sugar trade was subjet o erises in both the 19th Cenlury and the 20th
Century. The former arose as a resuit of the growth of the sugar-boct industry and the fatter :
a8 a result of sugar-cang averproduction, {n both instances a solution was foud by intcras- ~

tional agreement. The sugar trads bes % 1910 and 1940 was incroasingly confrantsd by -
arif protection and preferential access agreements. This eouplod with the price decling 48 2

cesull of ovarproduction, placed sugar it the forefront of the: commoity crs

Sugar Production; Pre-1910 N

Sugar until 1800. was produced exclusively from sugar-cane which is linited by climatic N *

daterminants to lropical and sub-tropical zonss. However, the Napolcanic cra deprived Con-

tinental Europe of its 1eaditional supplics of sugar-canc, This led (o tho commorcial experi-

mentatlon with sugar-boet, develaped a5 1 result of the cfforts of Marggraf, Achard and Deles-
sert. {1} Sugar could now be derived from wo sourcas, sugar-eane and sugar-beet, logated in
the tropleal and temperate zones respuctivoly. Tn 1816 following the termination of the
Napaieonic Empire there wis o virtua) coflapsc of the beet indusiry in Europe and a réturn to

the cheuper canc-sugar.
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TABLE 2.
Waorld Sugur Prustuction, 18501918 (7]
(1000 ton)
1850 1860 1870 1880 1890 1900 1910
Sugur et
169 352 952 1856 3461 5410 o074
North America - - - 1 2 s
Total 169 352 952 1857 3463 5482 6581
% World % 20 35 -8 646 656 518
Sugas Cane
Narth America 09 229 31 130 97 6 307
South America 180 42 206 389 158 388 561
Caribbean Islands 419 722 1084 843 072 6 2674
Asig 6 182 242 426 3n 812 1413
Alrica & 200 147 141 215 328 443
South Sea Islands - 1 11 46 198 437 703
Total 907 373 177! 1975 2253 2896 6124
% World 8 36 05 52 04 344 @2
Combloed Total 11076 1ms m3 3832 16 8IBS 12705
“The risc of sugar-bost production in the 19th Century can be ascribed to two factors. First,
sugar-beet was an atlractive alternalive crop following the collapse of intermational wheat

prices from 1830, Jt could be utilized both for sugar and us & eatite focd. Secondly, beat pro-
duction expanded rapidly from 1850 ss a result of (he protection afforded it by the govers-
monts of Eurape, Beet-sugar cxports wer promoted, as producers pald duty at the factory cal-
culited on the volume of bet, refunded when exporied, but thos caletlated on the volume of
sugar, Direct bonuses on beet-sugar exports were paid érom the 1890s. The German Treasury
paid out 1,5 thousand million marks in export bonuses betwoen 1840 and 1902; whilst the
French spent 1,3 thousand million francs betweea 1884 and 1903. {2] Furthermore, the cx-

porter could scll beet-sugar cheaper in a forcign covatry than in his own, As Chalmin statas,

The paradaical siviation this docimed that sugar produced fromt Eurcpan beek
was a lisury article (or almost) in the peoducing countries and at @ time when its
price was declining in the consuniing counirias, in particular the Unlted King-

dom. [3)
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Sugar-cane production had been subjeet 15 tarmoil folfowing the sbolitian of slavery, com-
pouaded by subsidised sugar-beel production, Howover, tho reduetion of ocsan freight rates
by approximately 75 por eont between 1881 and 1902, to some exient ennbled sugar-cane pro-
duetion 1o withstand the onslaught, [4] In 1902 sugar-canc production in Cuba and the Philip-
pines was cncouraged by the Reciprocity Traty with the United States which afforded them o

tacil preferenee of 20 and 25 per cent respectively, [5]

The warld demand for sugar had risen dramatically from 1076 000 tons in 1850 to 12705 000
tons by 1910, This inercase in domand had (o u large exient beon mel through inereased
sugar-beet eultivalion. The peedominunce of sugar-beet in world production can be secn from
the following igures; 60 por cunt of warld production in 1899, 656 per cent in 1900 and 51,8
per eentin 1910, The sevival of sugar.cane from the fow of 34,4 per esnt of world production
i 1900 tn 48,2 per cent by 1910, was the result of the reduction in ocean freight rates and the.

Arussels Convention rather (hun innovation within the soctor itseil.

“The Brusscls Convention of 1902 altempted to contral sugar-best productlon fostered by the
bounty system and inadvertently allowed sugar-cane favourable Irading conditions. The

participants in terms of the convention agrocd 1o the following:

1) The suppression of all dircel and indirecl bonuses from September 1903,

2)  Tho constant supervision of factories and refine

3) The imitation of the surcharge.

4) A special duty on imports of subsidised suga:, with a lower rate to signatory

stots, (6]

“The five yoar ogreoment was inftally signed by Ausiria, Belgium, France, Germany, ltaly, the

Netherfands, Norway, Peru, Spuin, Swilzerland and the United Kingdom, [n 1907 the canven-
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tion was exteaded for u further five yoars nd quotss were introduces, Russia also besame n
signntory. The convention wes again ronewed in 1912 although the United Kingdom withdraw.

The advent of World War One however nullificd the agreement.

Sugar Productlon; Inter-war Years

{u) Overview

World War One led to the disruption of Europe's sugar-bect industry whith stimulated sug, +-
cune production. The demand for sugar-canc was mot by he cxpansion of production through
inereased acraags, particularly in Cuba, The eassation of hostiities fed to » gradual recovery

of sugar-best production and (o & situation in which supply outran demand, -

Sugar prices (ell dramatically in the intor-war years. Prices fol by over 90 per cen betwoen

1920 and 1922.{8] By 1925 the price had fallen below £14 per ton, The priee declined further

in 1927 (0 135.0d. per ewt, 65.3,75d. by 1931 and 4s8,5d, in 1934, [9) Between 1928 and 1935

(he annual average price per cwt fell from 118.7,54. (o 4584, [50] Tt was only in 1937 with the

prospoet of a successful international agrosment that the price rose Lo Gs.0d. per o, an in-
ertase of 20 por cenl, [11] International sugas prices in contrastto the commodily (rade in gen-
eral, experienced  privs decling from 1920 until 1937 when priccs showed a graduat improve- i
meat. ‘This declinc in sugar pricas was (he result of the overproduction erlsis which plagued

Uhe international sugar trade auring (he inter-war poriod.

“The erlsls %35 compounded by the following problems: First, the U S.A. and Beitain, the
worlds major sugar consumrs, both had prefercnce resiricted markets during the intcr-war
poctod, By 1937, 66 por cant of world exports Were subject Lo proforcnes agreements, (12]

Socondly, the deslre for nationnt self-sufficicney lod to imparted sugar being roplaccd by
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domestic production in Austrin, Austrafi, China, Bgypt, Estonis, Eirc, India, Japun, Latuin,
Lithuania, Sweden and Turkey, Thirdly, Uhe nations which refied in part or wholly on the open
market were placed in an incressingly difficull position becouse of the preference agreoments,
in pacticular Belgium, Cubu, Crechoslovakia, the Dominican Ropublie, Java, Peru and the
USSR, These factors fed to numerous attompts at price stabilisation through restricled pro-
duction and market division, Thess attempls were given substance in numeraus internations!

agreements which will be cxamined in defail later in the chapter,

Dy the 1920 the US.A. was the largest imporier of sugar, absorbing 40 per cent of world i~
ports. {13) However tis figure is howaver misleading as over 99 pee cent of hese imports

orlginated from arcas which erjoyed preferential seccss to the U.S.A, market,

TABLE22
** 8.A. Sources of Sugar Supply [14]
(PERCENTAGE)

1909-13 02529 1931:32

U.SA 230 127 287
Hawaii 139 120 155
Pucrlo Rico 84 87 128
Viegin Islands - 0,1 -
Philippincs 29 50 145
ul 478 53,0 328
Full-Duty 39 05 06

The U.S.A. insliluted a preference system on sugar in 1876 when sugar Irom Hawaii was

granted free admission, Puerlo Rico (oflowed in 1901 and the Philipplcs in 1915, Cuban

sugar was granted @ 20 per cent proforenc Undor the Reciprocity Treaty of 1902, The Tarlft
Act of 1930 gave protoction to sugar produced in th U.S.A., Hawaii, Pucrta Rica, the Philip-
placs and the Virgin Islands, In 1931/32 this legisiation reduced the Cubaa share of the
O.SA. market by 20,2 per cent. The Jones-Costigan Act of May 1934, attempted to organise
sugae supplics by Introducing a system of quoles. Compensation was paid to domeslic pro-

ductrs for any losses sulfored as a resull, In fune 1938 o presidentlal proclimation reduced
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(he generat taelll on sugar from 2,5 ccens 10 18 cents per pound and loweeed the duty on
Cuban sugar from 2 cents (o 1,5 conts. {15} Tn September, Cuba was geanted (urther refief by
the Cuban-Ameriean Truds Agreemont witich reduced the duty on sugar from 15 cents 10 09
conta por pound. [16] The effectiveness of the reduction in duty was Simited by the impasition
of 1 quota of approsimatcly 2 000 short tons. This was balf 1he amawnt of Cubsa sugar im-
ports in the mid-1920s. [17] In 1937 the Joncs-Castigan Act swas revised but the priveiples
zemnined the same, (18] The American morkel was governed by preferential aceass and s

did not heip (v soive the world sbgar crisis,

British snnual sugar consamplion per caplta incrensed by 13,4 lbs, between 1900 and 1937,
“There was a tomporary decrease in consumplion amovnting to approximately 21,2 Ibs per
capita, per annum during tho Fiest Wocld Wor and the cerly 19208 5 2 resukt of supply prob-
foms and high prices. The eonsumption of sugar then increased Lo 87 Ibs. per cagius, per an-
tum between 1924 and 1929, In the 1930s consumption increased to 98,1 Ibs, per capita, per

apaum,

TABLI
British Annual Consumptlan of Refined Sugar, 19001937 {19)

Period Consumption
(1)
190009 87
1910-14 %08
91519 0.4
192024 92
192429 278
1900:37 95,1

Brituin granted an imporial profercace of 45,34, to cane-sugar in 3919, The propattion of
Empire sugar to total imports rose us  restdl to 28 per cont, with Maurilius contributing 16
per cent, the Bellish Wost Indies 3 per cont and Senth Afrca 2, por eent, 20] The reduee

tion of the preferenes 1o Ls.11¢, In 1924 reduccd these contributions; but in 1925 the prefer.
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ence was inereased (o ds.3d, and (s led to the Empirc’s sugar conteibution ising to 35 per '
cent of total imports, (Mauritius 13,3 per cont, Austratia D per cent, British West Indles 89 per

cont and South Africn 3,5 per cent). [21] In 1928 the preference system was changed 0 a sys-

1oum based on grading according to patarization, in arder (o discourage imports of white sugar.
This change led to a decrease in Emplre sugar imports to 32 per cent of totat imports, (Austra-
Hia 10,6 per cent, Mauriius 102 per cent, South Africa 5,4 per cent and tho West [ndics 5,1 per
cent), (2] The preference was strenglhened in lerms of the 1932 Ottawa Conferance, The ;
imperil preference and eolonia! duty led o Brituin receiving ¢ per eent of its sugar imporis

1m colonies nad dominions belween 1934 and (938, compared 1o only 28 per eent between

72 and 1923,123] The overallincroase in consamption combincd with Uho preforence systom

helped to stimulate sugar production in the Empire which worsened the world sugar erisis,

-
TABLE 24
British Sugar Duty, 1008-1939 24]
(ewt)
Year Forcign  Coorial  Peoference
1908 18,104, 15.40d, -
1915 9. 4d, 9s. 4, -
919 28, 2ls5d 45,3,
1924 s, 8d. 95.9d, 1s.11d,
1925 Lis, 8, 75, 5d. 45,34,
1928 Us.8d 5810, 55.10d, i
1939 Bedd, 16d 55,104, i .

“The domestic industry was als fostered with the introduetion of a subsidy to domestic beet
producers in Mareh 1925, This encouraged domestic prodisetion which reached 605 thousand
tons or one-fith of total requirements by 193471935, [25] However the produetion of beet wis
Jimitcd in 1936 and the industry was rearganised with the amalgamation of all the factorles

inlo one carporation.
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World Sugar Imports
1909 - 1938 [27]

Thousands (Short tons)
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World Sugar Exports
1909 - 1938 [28]
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“The two grophs ilustrats the overal) picture of world sugar imports and exports betwetn 1909
and 1938, Sugar production peaked e (4 268 D00 shorl lons in 1924/28 nnd then declincd to
12 543 000 ons by 1934/38, The dominance of the U.S.A, and UK. is apparent, The US.AS
mports grow fram 3 095 000 short (ons in 1909/1913 (0 4 814 000 shost tons in 1934/38 and .
(he UK's {rom 2 330 000 short tons Lo 2 898 000 short tons, World exports for the apen }

market, that s non-preference, decreasod from 4 060 000 short 1ons to 2 608 000 short (ons.

“The nations grouped under the hoading, "becoming self-sufficiont’, namely Ausirin, Chin, .
Egypt, ndia, Sweden and Turkey, decreased their imports from 2 028 000 shorl tons in ]
1924/28 10 438 000 short tons in 1934/38. Souh Alrica’s contribution to world sugar produc-
sio in the period was insignificant, aithough it did risc from 0,8 per cent in 1920/21 10 1,8 per
cent in 1939/40. [26] The overproduction erisis which sugae faced in the kater-war perlod was

only solved with the 1937 agreament,

() Tntecnatlunal Agreements 1
Therg were repeated altempts to stabillze the internationsl <ugar markel by meuns of restrice {

tion agreements in the dntcr-wat years. Five msjor agreements were negoiisted between 1927

and 1937, The fuilure of four of these, (the 1927 Parls Agresment, the League of Nations Ene

quiry, the 1929 Brussels Agreement and the 1931 Chadbourne Agreement) can be sscribed to
the inabifity of the industry to oblain bolh governmental and producer co-opcration anr a
world:wide basis. The contined downward spiral of prices eventualty fed to a change in por
ceptions and (0 & dosire for a comprehensive interantional agreament, This culminated in the
1937 Interaational Sugar Agreement whick succaeded beeause it enjoyed the universal co-
operation of bolh producers and governments, The agrecment brought stability into the inter-
national market with o rediiction of 18 per cant in world cxports compared ta (he average be-

tween 1924 and 1928, [29]
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{13 The 1927 Parls Agreement
The first interantional sugar conference of the intcr-war years wus hold in Parls between the

Uth and L4k November 1927, The confereace was the idea of Colonel Tarafa of Cuba and N

simed ot bringing stabiity back nto the interautional sugur trade. The major declsions wese

as [ollows:
|
1) Caschoslovakin, Pofund and Germaay would co-operate with Cubi to maintaln the ! .
supply and demand proportionate to domand.
2) They woukd obiain the en-operation of other Sugar Exporters. i
3} They would attempl 10 domsli ion from the
4y Planting would be regulated from the 1928-20 season, .
5 Cubs would subait a proposal by October 1928 with the objoctive of equalising ' .
supply and demund, l
6 A permanent commities Lo be cstablished with two reprosentutives from cach sig- f
natory seuntry. [30] E
The agreement was iniialy sgned by Cuba, Caschoslovsks, Germany and Potand, subject (0 : o
vatifieaion in Berln during November 1927. Belgium became a signatory on the 26th Decern- [

ber 1927, However the rejection by Java of the Paris Agreemeat meant that Cuba had failed
in its sfforts o obtaln an interantional agroement lmiting production, Furthermore, the

European states sdopted the view Lhat Cuba was solely respoasible for the overproduction

Cubn attempted 1o fevive the ageeement by a unilatezal restiction of four million tons
which proved fruiless and highlighted the fallacy of the European viewpoint, The agreament
was the first altempt 10 restrie production and stimuate consumption on o lnlcrnational basis

In the inter-uer period,
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{2} The Leugue of Nations Enguiry
In June 1928 following representations from the sugar industy, the Economic Comalitee of
the Loague of Natioas, uadestock a study of the productian, consumption and the intermation: .

st trado in sugar. The main poinis ralsed in the reprsentations mad (o the committse were:

1) Thero was  nead for an internationa! agrecment between all producors with the
aim of stilising production.
) Exporting couatrios should endorse & ratianat trade poliey with regard (o sugar.
3) There should ba a compalgn to increase consumption. .
&) Governmonts should reduce excise dulics.
£} The esinblishment of a central bureau to monitor sugar, [31]

The Commilica issued ts report on 4th July 1920 but was nol prepured 1o proscribe to natious.

1t affercd only the following tontative conclusions:

1) The diffiealtics would remedy themselves or be remedied by those engoged In the
trade,
2} The Commiltee reached no conclusions on the relative merits af the various
proposats put beforo it,
3)  Individual statos gave ro consideration fo (he effect of birlateral agreements on the. .
workd trads n sugar. :
4)  The time had possivly come (or joint action,
5} The Commiltee would cont*nuc 1o monitor Lhe sugar question.
) Individua! governments shusuw be approsched wilh regard (o the issuc of lowering

excisc duty, [32]
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The Leaguss repove highlighted he inability of an internationa! arganisation which roficd
purely an consensus to provide a solullon to the problems of the international sugar trads. An
agreenzut concluded with the consent of sl sugar produesrs and consumers was the anly solu-

tion.

3) The 1929 Brussels Agreement
An informal meeting of sugar cxporters was convened fn Genevn between 4tk and 6th April
1929, The meeting was attended by Belgium, Cubs, Caschoslovakia, Hungary, Gecmany and

Poland. The foliowing proposals were made:

1) A pool be formed fof sugar prodiicad by participaats or export.

2

1 dumping was practised by other countrics, (he abovo pasties would attack these
countrios In theic own matkels.
3)  To appose depression of world prices and form 2 front amongst exporting coun-

trigs,

The representatives would meet again in Brussos. .1 consulting theie respective

indusirics. (33}

Follawing consultations with their respective industrcs, the participants met again in Brussels
frotn the 29(h Suse to 4th July 1920, The Cuban dologation disassociated itself from point two
of the Apsil propasals and it was removed from the agreemeni. In lorms of the agroement

signed on 2nd July 1929 the participants sgresd to the following:

1) The rostriction of exports for four years to the following: Belgium 60 000 tons;
Cuba 5 000 000 tons; Crechoslovakia 825 000 tuns; Hungary 100 00 tons;
Gerriany 200 (X0 Lons anel Pofand 383 000 tons,

2)  Tho sxportable quantity of sugar limited to that Fixed in torms of the ogrcement,
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The League's report highlighted the inability of an inlernalional arganisalion which relicd
‘puccly an consonsus Lo provide & solution to the problems of the international sugar trade. An
agreenent concluded with the consent of all sugar producers and consumers was the only solu-

tioa.

(3) The 1929 Brussely Agreement
An informat mecting of sugar exporters was convened in Geneva between 4th and 6th April
1929, The meeting was attended by Belgium, Cuba, Crachoslovakia, Hungary, Germany and

Poland. The following proposals wers made:

1) A pool be farmed for sugar produccd by participants for export.

=

1 dumping was practised by otker countries, the above parlies would atiack these
countries jn their own markets.
3)  To opposs depression of world prices and form a front amongst exporting coun-

tries.

The ropresentatives would meot again in Brussels after consulting their respootive

industries, (33

Following consultations with Uieir respective industrics, the participants met again in Brussels
from the 29th June 1o dth July 1929, The Cuban defegation disassociated iself from point o
of the April proposals and il was romoved from the agresment. I terms of the agreement

signad on 2nd July 1929 the partcipants agreed to the following:

1) The restriction of exports lor four years t the fallowing: Beigium 60 0600 tans;
Cuba 5 000 000 1ons; Czzehoslovakia 825 000 tons; Hungary 100 000 tons;
Germany 200 000 tons and Poland 383 (K0 tons.

2)  The sxporable quanity of sugr imited to that fixed in termis of the ngroement,

" "
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A common offort to obtain the adherence of other producers.
4} The formatlon of a pormascal comattee to monitor (he agreement and (o fosler

increased consumption.

Violations subject o fines or compensation of other signatorics, [34] Success .
dependod upon obtaining (he pastieipation of th other major sugac cxparicrs.

The failure to convince Java, Porit and the Philippines to bocome signatarics meant

that the agreement was agein stilboen,

(4) The 1931 Chadbourne Agresment
An intcenational agreement, i it was Lo succbed, required the participation of both Cubn snd

Java, The instobility of sugar prices in the world markel led to preliminary discussions being

~
held in Amsterdam between Cuba and Java in 1931, They thon proceeded to Brussels and
ware Joincd by represcntatives from Belgium, Czschoslovaki, Hungary, Germany and Poland.
“This meeling ed (o (he signing of Ihe Chadbourne Agreement on 9th May 1931, In terms of
the agrecment
1) The cxport quotas were fixed for five yoars, Cubu agreed Lo average exports of :
805 000 Jong ons per annum excluding the U.S.A.; Java 2,5 million meteic tons; ¥
Befgium 30 275 matric tons; Caechoslovakia $70 877 metric toas; Germany 350 000
micteic tons; Hungary 84 100 molric tons and Poland 308 812 metric tons,
2} Production nat ta oxeced focal cansumption and cxports combined, with surplus
stocks to be iminated in the course of (he ngreermcnl,
3)  The creation of a Intcraationat Sugar Council 0 suporviss the ogreemeal.
4) The quotas to bo increased proportionately if the world price excecdod 2 cents -
(U5 por pound (UK.),
5 Anattcmpt 1o bo made 1o obtalo the agrecment of other countries, |33]
4 B . 7 ,
» . o .
gy .
1
i
. i —
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Subsequontly, Peru and Yugoslavin boeanse sigustorics. Export prices continucd Lo decline
and the signatories firsited exports accordingly. However the schome fuilod to prevent o drop
i the sugne price as major producers such as Hawal, the Philippincs and Britsh calonics were
ot party t the sgreement, Tho open market pric of sugar drapped from 653,75, in 1931 o
458,54, n 1934.136] By 1933 the U.K., Japar, Portugal, France, US.A, and their possessions
exparied more than the signatories of tha agrecment. [37] The agraement expircd in August

1935 and was nol reneyved. AS Rowe notes,

Faiturg of the Chadbourme Agreemen: roisses to the fallive to aise prices, refection of
the reat troubie, namely the increase in produuction outside the agreemait, Which more

than matched the redviced production of the cornirics within it {38)

(5) The 1937 Internutlonul Sugar Agreement

tn 1933 the problem of the marketing and production of primary commodilcs was discussed at
the Wortd Monelary and Economic Conference hold in London, As a result of these talks, the
signatorles of the Chadbourns Agreement together with the US.A. and UK. wors invited 1o
Londan In March 1934, to hold discussions rogarding (he intornational sugar trade [t became

clear from this meating thul wo issuss had to be resnived before an international agreement

<outd sucesed, The uncertalnty surrounding American sugar policy, subsequently solved by
the pussage of legislation in (934, Sccondly, lhe perception by signalarios of the Chadbaurne.
Agroemont that another accord would nol ackicve an oquable markel division. The fatter
probilam was eventually overcam by the Nuctualing nature of the sugar market and by (ho in-

terest displayed by the US.A. and the U.K. it a confercnce,

A

e
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An international sigar conferanca was held in London, in April 1937, 1t was the first dme thot
all the major producers and consumers of sugar attended  conference and reached an agros.

ment, In terms of the agreement It was resolved that:

1) The consumers to be assored of an adequale supply of sugar al & rasamable prics.

I
) The increased constmption of sugar (o be encouraged. {
¢
3)  Thefree market for sugur wos (0 be maintained and expanded. .
4} The basic export quotas for the free market fixed in melric lons: {
{
Belgium a0 Natherlands 1050000 |
Brazil 50000 Portugal 30000 |
Cubs 940000 Peru 3000
Crechostovkia 250000 Polaad 120000
Dominican A0 USSR, 230000 b
Germany 120000 - P
Haith 32500 Total 3622 500 B .
Hungary 40000 |
5} Tha stocks not to exeeed 25 per cent of a country's amnual production, [
6 The cstablishmen of an Internatianal Sugar Couneil to administer (he agrea- |
i .
mont, {39)
“The agreement was signed by Austealls, Belgium, Brazil, China, Cuba, Crechoslovakia, N
Dominican Republic, Prance, Gormany, Hait, Hungary, india, the Netherlands, Peru, Pofand,
Portugal, UK., US A, USSR, South Afriea ond Vugosiavia. The ugeeement was only con- .

cerned with sigur traded in the free markel and did not affeet bilateral ogreements. The 1937
aceord was the first Lo whivh oll major parties within the international sugar trade subseribed

and was born ot of the new- for order and price stability within the Lrade.
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Concluslon

The intevnational sugne trade was characterised by instability between 1910 and 1940, This

was made worse by (he restrictod access 1o the major markete of the US.A, and UK, The in-
creasing sell-sufliciency of aumerous countries meant that those wholly dependent upon the .
apen market faced & despening orisis, The rumorous attempts Lo control thi market fuiled

until 1937 when universal co-operation was obtained from both producers and goveramonls.

Stabitity requircd striet control and did ol atlow for the fses play of economic forces, South

Alrica, (he focus of the next chapler, survived in this market because of it captive home ﬁ
mirket and government assistance combined with prefereatiat access to the British and Cana-

ding maskets. b
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CHAPTER 3

South Africa as a Sugar Producer

Tatroduciton

Sinco 1910 (he quantitative significance of agriculturo i the tolal economy has beon reduced.
Agrieultures' contribution (o the Grass Domestic Produet doclined by 47 per cent between
1920 and 1940, from 24,3 per cent to 19,6 per sont. During the same poriod mining's contribu-
tion declined by 58 per cont, sccondary industry's contribttion increased by 6,6 per cenl and

services' contribution inereasod by 3, per cent,

BLE 3.1
Composition of G.I,P., 1920-1940 [1]
(Constant 1958 Prices)

Year Agicubure Minbig&  Secondary Services
Quanying Industry

1920 23 198 95 454

1925 22 24 w01 a3

1930 24 19,1 107 468

1935 22 149 144 435

1940 196 1o 16,0 503

In contrast (0 ageicultura’s decling i terms of G.0.P., the gross valiee of the contribution of
sugar-canc production to tolal agrieuliure inercased from 3,7 per cent in 1941 1o 10,0 per cent
in 1940, 1 the same poriod South Africn changed from belig 1 nel imporer to a nt exporter

of sugar and this resuled in sigar’s Ineresed importance within the agricultural seolor.
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TABLE 32
The Grss Value of Sugar’s Contribittinn 20 Agtlculture, 1941-£840, Year Ended 30 Jone [2]
(R1000)

Yeur Sugar Total Sugar %
ol %98 27130 37 '
1915 1326 375 38 i
920 3516 010 50 i
1925 2m 58570 47 i
1930 4353 48790 89 i
1935 5036 50728 99 i
1940 7692 080 109 H

“Fhe Supar Industry: Cleea 1918

“The cxpansion of cane acreage and production bewween 1860 and 1909 was linked to o large
extent to the economic Nuctwations In southern Afries, (3] 'Fhe acreage under exne Increnscd
from 15 088 acres in 1568 fo 52 187 acres in 1908 and the sugar produced from 9 {74 10 31 537
tong tons fn the same period. 14} The land arca available for cultivation was further inercased

with the opering of Zuiuland for eane growing by (ho goveenment in 1905,

There were 75 mill in operation in 1877 but this dececased to 30 in 1900, [5] The reduction in
the aumber af mils was in response to cconantic conditions auid the increassd eapital require-
ments which resulled from toehmologica! progrss, This tread was cahanced by th formation B
of the large sugar planting und processing concerns which sttt dominata the industry; the {1
lovo Sugar Company in 1890, Reynolds Brothers Ltd. and J.L. Hulell and Sons in 1892, and

the Tongaat Sugar Company In 1894,

“The sugar industry with a very high ratio of lsbour to eapital was dependent upon lorge
quantitis of cheap and relnble ubour for ts prsperity. Indentured Tndina labourers were fn-
trouueed 0 Natal in 1860 and by 1911 when indntured immgration coased, o total of 152 184
tabouress had cntered Natal [6] Indians wese predominant in both the eune ficlds and mills.

Indisns constituted an aveage 58 per cent of the total labour fores in the ficlds between
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175/76 wad 1907/08. 7] In 1901 the milling - sctor omployed  totul of 9 460 individuls of
which 8 7 were Indluns, 522 were Alricans and 161 were Bure peans, |8) Labour was ane of
the key elemsents in the sugar indusicy ond Indian lsbour was the key componeat of the labour

force,

tu the 19th Ceutury Natal was unable (o ubsarb all the sugar prociced and uxparts were of
major importance to the viabilty of the fadustry. The Cape absarbed 50 per cont of Natal
sugor exports betwecn 1860 und 1900 [9], when Natal exports roso from 1218 long lons to
48,000 long tons. [10] The Nata! sugar industry expericncad considerable competition in the
Soath African market in the 18805 and 18905, Afkcr 1900 Mauritian sugar was stll laoded ot
Durban for 52,5 less thon the local selling price. [11} The dumping of sugar also posed 1
threat to the Natal markel, German bect-sugar in the 1890s and Australian and U.S.A, sugnr
after 1900, Morambique, ss a resull o s concession agreement conclided in 1909, was abic

\e goin duty-free access 1o the Transvaal marke,

The tolonial government granted the industry minimal protection and customs duties were lm-
pesed for the cxchiequer rather than for the protoetion of the industry. Tn 1886 the duty on im-
porled sugsr amounted 10 8s.4d. but in 1906 this was reduced to 5.6, at a time when the indus-

try was facing increased competition from oversoas. [12)

“The sugae industry of Natal prior to 1910 was eharasterized by insecurity. This insecurlty led
10 the increasing eansolldation of the industry within the, ambit of farge companies which could
wilhstand the luetuating nature of (he sugar market and tho economy in goneral, In 1910 the
Inilustry had 1 capitalisation in exeess of one milfion pounds and Uhe targe companies held ap-
prosimalely 55 688 ncres of land, {13] 1t would appear thal these concorns were able 1o domi-

o the industey bocause of Vheir aeceys Lo lrga amouats of capital through thele share issucs.

f
!
i
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The Sugar Irdusteyr 1910-193¢

{w) Peoduction

South Afriean sugar production increased by 726,2 per cent, from 82 000 tons in 1910 (o

5955 1 sin 1939, The formation of the Unlon in 1910 had provided the: industry with an

asstred market and Lhis led 1o an iucroase in production of 83,2 per cent between 1910 and

1918, This enplive market affowed (he Industey to continse to expand its production in 1he

1930sand 11+ . von sugar was canfronted by a world wide averproduction crisis,

Sugar production only doclincd o six oceasions in the 39 year periad and these reductions ’
were all linked 1o natural disssters. In the 1913/14 scason theru was a 4 per cent reduclion os o P
'

rasuh of drought and the ladian strikc, [F4] M (917718 ffoads resulted in & 8,5 per cent redisc-

tion in production, |15} Drought again led to declines in production of 24,1 pee cent in
1920/21, 20,7 per coat in 1924/25 and 17,1 per eont in 1931/32. 16] A red locust Invasion b+

tweea 1933 and 1935 fed Lo & decroasc in production of 83 per cent inth 1934/35 season. (17}

‘The acreage under sugar-canc increased 3,6 times between 1911 and 1940, from 107 091 ucres

10 383 879 acres. The largest inereasc occurred in the five yoar period between 1916 and 1920

when 47526 tcres wert aded, an incrase of 44,7 per cent, This was the period when world
demand was increasing and wices wore high. For the entire perod, tho sverage five yearly in-

ereast was 29,4 per ceat,
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TABLE33
Acres of Cane Plunted, 1911-1940 [18)

Years Acres b increase
1115 107091

191620 154917 “47
192125 208322 M6
192630 20312 26
193135 325024 02
193546 383879 18,1

The indusicy between 1911 1. 1132 wax deptufent upon on varioty of eane, namely Uba.

i had been jatrodee fon ke 1804 drought and discase resistance. The canc was
b arvery hand 0 o which wade o aore difficull, expensive and slower to mill
+up sition v wther ¢ nirenched by legislution which preventod other vaiefbis from

e Bty Janaary 1927 and Deember 1930, in on attemp to cradicate Mossic dis
vasewh oot ¢ the mane's growth and consequeraly led to diminished yields, [19) This -
fempt it ..o wos abnndoned in 1930 when it was discovered that the disease was
exdomic in saus and witd grasses and would nover be sradicated. [20] In 1925 tho Mount
Eagennmbe Cxperinent Seatlon liad been estabiished 1o conduct rescarch for the sugar indus-
e, This resea-ch resuhted in the introduetion i the 19305 of four new varieties of canc, name-
1y €2 281, Co 290, Co 301 and POJ. These canes had the advantage of being softcr and (here.

yiclds with a greater sucroso contont, Their

“ote easler 10 mill, furthermore they gave &

intvautuction meant that Uba's predominanze was reduced in seven years to 23 per cenl of the

cane harvesiod.
34
Yarletles Ferventage of Cave Hurvested, 1934-£940 [21}
Yoar e ColS!  Co20  Ceiol PoI
1934 v - 3 . .
10 " - 8 -
136 8 2 24 . 10
1037 [ 12 Pl . [
1933 2 2 35 t 1
1939 0 23 0 3 9
194 7 18 8 3 s
o

R

]
{
i
|
|
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The canc yicld inercased by 428 per cont from 19 tons per nerc in 1932 (0 27 tons per acre in
1940, "There was a 37,3 por cent incroase between 1937 and 1939 which coincided with the ine
ercase in the proportion of Co 281 and Co 290 being barvasted, Thus incroascs in yield can be
aseribed to the introduction of new varieties 45 (herc wese no major changos in Lhe manage-

ment of estates in the period. {22]

TABLE 3.5
Averuge Yiekd Per Acre, 1932-1940 [23)

Year Tons % increase Year Tons 9 increase
1932 19,29 - 1937 23,73 1wy
1933 0,24 47 1938 2737 152
1934 2,84 28 1939 3022 104
1935 20,10 34 1940 2,55 83
193 227 58

n the inter-war yoars sugar production was affected by three major disputes within the Indus-
try which led the indusiry to requast Goverament fotcrvontion. The first arose (rom the pec-
<cption amongst grawers (hal millers were making disproportionate profits in the boo fal-
lowing the cessation of hostlities in 1918, and the distribution of these profits, This led o the.
appointment of the Sugas (aquiry Commission undor the chairmanship of W.D, Baxter which
preseated its report in 1922, [24] The comsmission found that the grawors received 50 per cont
of mill peoceeds, rather than Lhe 33,35 per cent which growers mistukenly belicved they

feceived, The i anly two of the

those concerning the abolition of the i ion in 1923 and Lh i of

a sugar experimentation station in 1925,

The second dispute resulted In the Board of Trade & Indusirics Report on the industry in
1926 [25), and was the consequence of dissatisfuction with (he importalion of sugar into (ke

Linion, (hs organisation of the cport macket and Lhe payment basis for cane. The intrventlon
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by Government led (o tbe Fahey Agrecment of 1926 in which the basis of paymeat for cane
s chiuged from weight to sucrase conlent, The plantess agreed to participate in the export
marked by sharing the costs involved and the milfer would participate in the cxport markst on
= pro-tata basis in accordance with (heir output, The Government granted the indusiry in-

srensed protection and in return obtained the industey's consent (o fi the reail prics of sugar.

I the 19305 the world sugar market remaincd deprossed and fn terms of (he Fahey Agree-
menl grawers and milloes sharcd the costs of exparts, There were however a few millers who
were not party to the 1926 Agreement and they had been able 10 inerease theic hare of the
domestic market without having (o bear the costs of the export market. Furlhormore, growers
wutput aftee 1926 had eiscn by 50 per cont while miler-plantees had inercased their output by
100 per cent. This placed an unfair burden upon the independont growers who had to share
the cos(s of increased cxposts, Thess gricvateos lod to the third enguiry, the Baard of Trado
and Industries Repost of 1935. 126] The findings were cxtensively diseussed within the industry
tiafore being incorporated in the Sugar Act of 1936, The Act of 193 provided for the self-
government of the industry through the Sugar Industry Central Board that was to be
responsible for the settfomant of disputes, the sdministration of quota’s and (e testing of

eanc. (27]

Production control #as introduced with maximum quots's for vach mill which wore then subs
divided amongsl the growers supplying cach mil, (28] The gricvance of the amall growers was
addressed as (hey were allowed 1o execed their quota by 3 500 tons at the expetse of the larger
‘growers attached o their mill, [29] T the 1936/37 season production was Hmited by the Gove
eramant 10 476 888 Lons and was inerensed by the supplomentary agroemient of September
1938, [30] A new syslem of payment was also fntroduced, although stif bosed on sucrose con-
tent, kaiown 45 the masginal formula, whick gave growers a lrger sharc of the prococds. [31]

The Formula laok inte account both the cost of growing ganc and of milling it with reasonable
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efficiency. The production of now varictics of canc was lso promoted throngh the introdue- ¢
tion of premium prices for such cane. [32| Furthormare, all the mills hud (o share the ;
Jomestie and export markels on a pro-rata basis, {33) The Goverament required the. industry ‘
to introduce Grade 2 sugar ot a lower price in cx+hnnge for this restricted sclf-government. “
H
i
In terms of the Fahey Agreement of 1926 and the Sugar Act of 1936, (ho costs of exports were 3
shared betwean the millers and planters, This, as noted previausly, caused a greal deal of |
tesentment in the 1930s when the world markel was dopressed, ‘The Jocal prico of sugar in the
14 yoars betseen the 192728 and the 1940741 seasons declined by 19,7 per cont and the oxe
port price doclined by 28,7 per cent, These price reductions however did siel curb ouwlput as
the protected local market financed th losses sustained in (he export market, Furthormore,
comparcd to many othor prodicers the local industry was well off -
TABLE 36
Prices Ghbintned for South African Sugar, 1927/28-1940/41 {34]
(£ per ton)
Season Local Frice  Export Prce. Average Prica .
1927128 173 129 152
1928/29 168 22 155 :
1929/30 182 98 123 :
1930/31 16 77 12 oy,
1931/32 136 7 104
1932/% 150 57 103
1933/34 154 7 14
1934/35 159 62 25
1935/% 156 64 108
1936/37 152 64 146
1937/38 18 72 14
1938/39 4,7 66 L5
1939740 139 81 115
194041 39 92 23
E . N N .
'
‘ " b -
e i




THRLE 3.7

South African Sugar Production, Exports, Tngorts & locs] consuvption 1910/11-1939/40 {35]
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(b) Exports
South African exports grew from 2790 Lans in 1910711 to 308 763 tons in 1939/40 and aby-
sorbed an ineressing proportion of production, ‘The exportation of sugar can be divided into
thres pesiods. In the first vac from 1910/11 Lo 1918/19 exports constituted less than 10 por
cent of total production. The 1918/19 scason is significant becunse it was the first ime in the
history of the industry thal production execeded consumption. [n Lhe second period from
1919/20 1o 19271/28 cxponts necounted on average for 22,7 per eont of produstion. However,
the average was reduced by (ho 84 per cont rocorded in 1924725 as a resul of the drought, In

the third period from 1928/29 (0 1939/40 cxports averaged 45,4 por cent of production.

South Africa’s major export market was Britaia lollowing the institution of an imperial peafer-
ence of 45,34, in 1919, The country’s proportion of Empire sugar Imports rose from 2,4 per
ceal in 1919 1o 3,5 per cent in 1925, {36) Britain conlinued (o be the predominant market for
South Alrican sugar exparts uatil World War Two, Exports to Britain rosc from 51931 tons in
1926/27 10 206 384 tons in 1938/39 and on average accounted for 75,8 per cent of tolal exports
{Exchudes 1937/38 for whick figures are not availuble), Canada also beeame s impartant ex-
port markel and absorbed on average 28,6 por ceat of total sugar cxporls between 1929/30 ¢ud
1936/37. Canada phayed a cruchal role in 1932/33 and $933/34 when British imports dectined,
possibly as  result of the Ottaws Agrecment which gave alt Empire sugar producers equal ac-
<cess to the British market. In the export market Soulh Africa was insulaled from (he world

sugar erisis through its proforential aceess to Britain and Canada.




"AB
Sovth Asrlean Exports To Britaln
s

Seasont

1926/27

In teems of the Intcrnatiooal
moro than 230 380 tans, {5 «
creuse in Brilish consumption.

into 2 A and B pool, and in the (939/40 scason a C pool was udded. The institution of quotas

Page ¢4

LE 38
& Condy, 1976/ 27-1938/39 {37)
2000l

Britsin  Shwwl  Canada % total

5193 76 8740 JEX)

61267 - .

8555 835 - - .
108078 855 18262 146 3
143563 o6 9852 37
1367 n3 46420 1 ;

80322 4438 29000 552 I

7L 381 18135 619
104157 80 17015 140 |
1802 37700 71 !
146357 83 20000 124 ‘
206381 922 17398 78 !

|
~ent of 1937, South Africa undertaok to export no '
|

suljeel to increase in accordance with the in-

0 the 1937/38 and 1938/39 seasons was divided H

dit nol have a detrimental cffect upon the locil indusiry s production quotas had been intror i

duced locally prior to the implementation of intcnetiona restrietions. Futthermorc, exports

i the 193940 season incronsed by 84 979 (ons as a cesilk of represntalions by the Ministry of

Food for Great Britain. [39]

'ABLE 39
Soutl Africa’s Quotns [n Accordance With 1937 Agreement |40
(Tons)

Seuson

1937/38
1938/30
1939/40

Total Exports

258047
23784
208763

A ool

2947
189 833
203 386

B& C Pools
2857
34251

105377
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{c) Impurts

Suga iragorts doelined o insignificance In the inier-war period. This was as a result of the
Basier Commission whieh led to the eancelation of the Mazambique concessian und the rals-
g of tarifs which calminated fn 1932, Prior to the 1948/19 season imports were imporlant
and averaged 169 por cont of total locat consumption, The two major sources of sugar im-
ports were Mazumbique und Mauritius. "This was aceeplable us domestic production only sur-
passed loeal consumption for tho frst time in 1938/19, Tiports then declined 1o 0,8 per cont
of totul consum plion In 1919720 and rose to 2 per cont in 1920721, This decline can be fs-
eribed to strong world demand foliowing the ead of the First World War, Imports then surgod
10 over 10 per cent of consumption in 1921/22 and 1922/23 in response to the surplus on the
world market. T 1923/24 imports agaéa declined 1o 03 per cont of consumption with the

termination of the Mozsmbique preforence,

Imports fram Mazambigue for the cleven years from 1910/11 to 1920/21 constituted on aver
age 46,2 per eont of total sugar imports. Mozambique achicyed this through the 1909 Conven-
lan with the Transvaal which allowed Mozambiques sugar duty froe ncezss to the latier’s
market, [41) Furthermare, Mozambiqus sugar was cheaper than South African sugor beasuse
of its lower production costs. This preferential access to the Transvaal cansed considorable
reseatment In the local industry [42], but the agrecment had beon signed prior to unlon and
“was binding. Foflowing Lhe Baxter Commission report, the conssssion was removed in 1923

when the new teads and Jabour convention was conclyded with Mozombigue, [43)

TABLE 310
Sugor tmports From Mozsmblique, 1010/11-1920/21 [44]

Season Tons  Wimpans  Season Tois 9o doiparts
1910/11 3105 96 16/ 3545 M0
wi/12 6184 29 W8 16760 100
1912/13 4991 2,1 1918/t 9230 879
1913/14 HU5 7 0w/ 32
1914715 11428 6 1920/21 did
1915/16 4018 @19
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n 1928/29 sugar Lmports rase o 11,3 per eenl of domestic consumption as a resull of low

n purtieulur the dumping of sugar by Czechodiovikia on the Ineal market, [45]

world prices
“Phe {arge scole importation of sugar continued in the 1920/30, 1930/31 and 1931/32 seasons,
with American sugar being dumped at 2 shilings less than the locat wholcsals price, [46) This
ek the indusry to ask Gavernment for further tarif protection, which was granted, (47) 1n the
sensans from 1932/33 (o 1939/40 sugar imports never exceeded 1 per cent of tatal local con-

sumption s a resuk of rarif protoction,

The duty on imporied sugar seas raised progressively in order 10 counter the threal (o the
domsestic industry. The duty was increased on five occasions from 3864, per 100 I in 1910 10
106,00, per 100 Ib. in 1932, on inercase of 359 per eent in 22 yoars. The protecilon given to the
local industey clewrly micimized imporis and ensurcd ks growth and prosperity o the Inter-was
period. (48] However, the cost 1o the domestic cconomy far protecting the sugar indusiry was

estimated at £1,9 million in 1935 and at £2,2 million in 1939, [49]

Duty On fmparted Sugur [50)

Year per 1001
10 264,
1915 6504,
1926 70,
1931 12014,
1932 1681,

() Consumnption

“The per capita consumption of sugar in South Africa rose from 32 lbs. per unnum in 1915 10,47
Ibs, pet annum in 1940, an inceease of 46,9 per cent, Britata's per capita constmption in con-
trast grew by only 15,8 per eo. between 1900 and 1937, although from u higher base, 51}

South African consumption only declingd during the depression years, Wheo &t slyped t0 37
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Tos. in 1935, a falf of 159 per cent. Consumption between 1935 and 1940 incrrased by 27 per

et ns i result of the improved ceonomic conditions and the introduction of Grade 2 sugar.

TABLE 3.12
Sauth Afeicun Per Capita Consurpiion OF Sugar, 1915-1940 (52)

Year ihs. o iticrense
w15 32 .

20 37 156
1925 39 54
193 “ 24
1935 3 159
1940 a7 20

Tn August 1936 4 new sugar known as Grade 2 ws introduced 10 the market, [S3] The idea
arlginated within the Government and was vecepted by the industry as it offerod them & op-
Portunity to broaden their produel basis, [$4] Grade 2 sugtr was sold al 2,54, per Ib, and was
positioned in the market to cater for the needs of the poorer seetion of the market, who could
ot afford 3,5d. per i, for refined sugar, [$5] In the 1938/39 season the 19,7 per cent increase
in local consumption was sutributed (o the increasing demand for Geade 2 sugar. (6] The in-
dusiry encouraged this trand by initialing an intensive advertising campaign amongst the Afil-

can populatian. {57}

The introduction of price contral also influenced the consumption of sugar on the domestic
markel, Price control was firsl intraducced on a volunturily basis with Lhe outbreak of World
Wat One us u resul of discusslons betwoen the ndustry and Government, [58] The price was
fixed in August 1934 ol 175, per 100 lbs, mmd was raised tho followlng month 10 205, {59] In
Apeil 1917 (e stgar price rose (o between £34 and £39 a lan as a rosult of the idustry drap-
plng tholr voluntarily price control, {60} The Goversment, faced with escalating sugar prices,
Introduced price conlrat in May 1917, with the producr pries fixed al 26s, per 100 Ibs. Theres
alter, the price was fixed In accordance with market trends, first under the Moratorium Act

abd then under Act No. 13 of 1922, [61] Price comteol was abotished in Juno 1923 when the act
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explecd, Dercgalstion covld then be atlawed bretise the world sugar prices had shimped and

the domestic price of sugar was 10 longer cscuiarng.

‘TABLE 3.13
Price Controk of Sugar, 1917-1923 {62}
(per 10015)

Date  Producer  Wolesale Dot Producer  Wholesale
s/1917 265.0d. 27500, 6/1920 4150d, 43504,
6/1937 2650, 2755, 8/1920 515.0d. 5364,
571918 .0d, 2754, 8/1921 31504, 338,
271918 215,10d, Va2, 10/1921 205.0d. 3134,
1/1919 230d. s, shozz 255.0d, 2756,
6/1919 2604, 275894, 4/1923 3050, 33600,

171919 295.3d. s,

The matket remained deregulated until 1926 when price control was agiin instiluted In terms
of the Sugar Prices At 63| The domestic sugar markel and industcy by this stage was again
threatened by cheap Imports and in exchange for protection, consented o the Government
fixiog Lhe price of sugar, The masimum retnil price for rofinod sugar was fxed at 3,754, per b,
08 3,34, po 1. for mill white. |64] The rotail priec remained at this lovel until 1932 when
prices were reduced Lo 3,5, and 3,25d. respectively in terms of Act No.25, (65| “This was the
consequenae of lower world prices and in oxchange for iucreased protection, ‘The 1936 Sugtr
Act setained these maximum prices and required that Grado 2 be sold al 2,54, [66] The price

was only increased agaln in Oclober 1946 67}, du Lo the low world sugar prices.

The manufaciuring scctors consumplion of sugar became an increasingly important com-
panent uf the sugar markel, as lts consumplion incseused by 316,1 per cont botween the
1916/17 and the 1939/40 seasons. The demand for sugar in this sector originated in the Cape

Provinee where the canning and spirits Industrios were located, and was sugmented by the

confectionary trades requiromonls, Tn the 12 year perlad betweon 1916/17 and 1926/27 con-
sumption in this sector roso by 76,4 per cenl, Consumplion then dectined us a rosu of the

depression by 2 367 tans to 22475 tons In 1931732, In 1933 thace was an upturn in demand for
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sugar from the {ruil caaneries of the South Wosiern Cape. {68] Manufacturing's consumption

of sugar then continued (o escatate wnlit 1939/40 when (he seetor absorbed 44 522 (ons.

(o) Mitling

“The milling sector of the industry was subjoet (o continued consolidation batween 1906 and
1940, with the pumber of mills in operation boing reduced from 33ta 22, This  erease wos
Uhe resull of company mergors and the high eapital cast of (he machinery used in the sector, !
The lasge capital expenditure s lustrated by the fact that the value of machinery and plant in {’
the 1915/16 season in 31 factories was cstimated at £1 253 000 and inereased (o £2 144 000 in i
(he 1921/22 scason despite the reduetion in the numbe of mills (o 28, [69] Therefore, the |
avsrage investment per mill rose from £40 419 in the 1915/16 sceson Lo £76 S7Lin the 1921/22

scason, .

TABLE 3.14
Number of Sugar Milts, 19061940 [70]

Yaar Mitis Year Mills

1905 33 1930 24 . .
1915 3t 1935 B

1920 2 1940 2 "

1928 2

“The objective b milling was to cxtract tho greatest possiblo arioual of sucross from the cane
and the s operated between May and Decomber when the sucroso santent was at its op-
timum, [71] The efficency of mill fa thi reg cd is measared by means of the sucross oxtric-
tion, bolling house recavery and overall recovery rates, The comparisan of (he rates for the 10
year periods between 19251934 und 1935.1044 shows that the avorags mill peelormanse did
improve by 6:2 per cent in terms of the overall recovery rate, This can be nseribed in part 1o

the Investment in plant und the rescarch conducied into beter extraction mathods,
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TABLE 315
Average Mill Performanee [72)
(Percontage)
Yeurs Susrase  Bollig  Overall
Exmetion  House  Recovey
19255 8 861 7552
19354 205 836 8134

Haweser, the officicncy of the mills was liralied by the compositicn of ths can and the cane (0
sugar ratic, There was only a siight improvement between 1925-1934 and 1935-1644, witich
Yimited the overall improvement of mill ffciency. The improvement thal did aceur can be as-
eribed 1o the utilization of new varietios of canc in the 1930s which contained more sucrose
and less fibre. The impact of more officient milling on the industry as a whole was to improve

its profitability.

TABLE 3.
Composltion of Cane {73]

Years Sitcrose Fibre Cane To
%Cane % Cane  SugorRatio
tions)
192534 B 1578 9,64
193544 135 1530 7

The sugar mills produced three by-peoduets from tho crushed cane, namely bagasso, flter-
press cake and molasscs. [74] Bagasse was made up of fibre and was used to fuel the mill
boilers. The fucl valuo of bagasse was 15 per cont af the fuel value of coal and a ton of cane
produced 0,33 tons of bagasse which was the equivalent of 100 1bs. of coal, [75] Bagasse
cnabled the mills to reduce their running costs and utilize & by-product in the process, The
residue lof in the fiter-press aiter the sap passed through il was known as flter-pross cake
and was used as a fertilizer on the canc Gelds. [76] Molasses was sold to (he manufac:: ring
sector cither locally or oversens, who used it to produce alcohal and alcoho! relates |, -

uets. [77]
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) Luhour

Labour was ar important compoancal withia the sugar industry between 1910 and 1940, as it
aceaunted for 50 per cent of the recurring expenditure wizhin the industry, 78] In 1937 the
cost of wages and rations was estimaled to amount (0 two million pounds ansually, [79) Fur-
thermore, cmployment within (he industry inereased by &5 times between 1905 and 1945; from

8000 workers fn 1905 to 40 89 {0 1929 and reached 68 000 in 1745, (80]

The majer change within the labour Field was the decling in the importance of Tndian labour
and the rise of African labour. Indians employed in the canc ficids decreasad from 56 per cent
of the total Tabour foree in 1914/15 to only 7 per cent in 1944745, In the milling sector the
number of Indisns employed declined by 28 per cent, from 4028 in 1925 to 3 190 in 1934, (81
Africans employed in the cane fields inercased from 44 per cont of the total labour force in
1914/15 (0 93 per cont in 1984/45. I the rilbing scelor the sumber of Alficans employed in-

ercased from 4 189 in 1925 10 4 823 in 1934. 82}

TABLE 3,17
Number of Tndiuns & Afrienns Employed in the Cone Ficlds [83]

Season Indians % Tolal  African % Total
1907/68 10924 82 2484 18
1914715 11745 56 9357 “
1924/25 9500 % 1647 54
1934/35 4908 2 33283 6
1844745 4500 7 55778 s

African smployment within the agricullural soctor of (he indusiry was & complex process wilh
different recruitiment sreas for Natel and Zuloland, Aftican labour was employed as either
casunl labour on & monthly bisis and recruited locally o as migrant labour recroited on u 180

shift eonteact from outside the peovinee, Thers was a teadency lo use the casual labour for

T SRR
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planting ind caltivatian, aad the migrants for cane cating alihough the coaverse covld blso
apply. The industry wos dependent thronghout the period upan migrant fabour for at lenst 40
por cuas of its sequiremeats, [84] This dependencs on migrant (obour was the result of what
the Furm Labour Comaittee deseribed as poor housing, feeding and the lack of medical atten-
tion. 851 The largor ustates providd brick housing but on tho smaller estates workers ofien
tnd 10 croet thoir own accommodation. The rations provided (o the African labour foree con-
sisted on average af: 90 fos, of maize meal, 8 lbs. of beans, 2 bs, of sugar, 4 1bs, of meat and 4

ths. of ssl per month, which they had to propar themselves, (86]

Beinart malntains that Africans viewed Lhe work an sugar estates as hard and the wages os
low, which made the mines  better prospect, [87] In 1913 the wages paid to Alricans on (he
g0ld mines were 73,3 per cont higher than those of sugar and the Natol cosl mines paid 46,3
per cent more, Furthermore, the wage figures for god and conl are bascd upon 26 skifs and
those for sugar upon 30 shifts. T 1937 the position had bocome even worse with the two scc-
Yors paying 947 per cent and 613 per cant morc Lhan sugar. Wages i tho sugar industey for
the poriod 1913 (0 1937 increased by 25 per cent, but from a very low base. Clearly the sugar
industry did not offer the same financial rewards as the other industrics. In addition, the
wages paid in Nalal were highes than the wogas in Zululond. Actua) wage figures arc ory
avallable for Zululand in 1939 when the difforonee amaunted ¢o 10 shilings or 25 per cont.
The formers maintained that this was due to the smalter size of production units in Zululand
und the higher transpostation costs which reduced margins, and therefore wages, [88] "These
factors may have contributed to this (rend but the major reason was the presence of migrants
from Mozambique, who were preparcd to wrk for lower wages. "The farmer oftea com-
plained about (he quality of the migrant labauz, which they employed, ond maintained that
they abtained those migrants rejected by the mincs. [89] T view of the way the industry was
perceived by Alfricans and the lower woges paid, i is quite possible that the farmers* assertion

i earroet.
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TABLE 318
Afeican Wages For Guld, Conl andt Sugar, 1913-1939 [00]

Yo Gold  Ghinceasc  Coal  Shincroase  Sugar % lncreave
03 550l - 43594, - 2004, .
@ S 29 756y 314 N .
02§17 17 0s4d. 13,5 4004, 20
037 S 12 48514, 26 30s0d, 250
1939 A - B 4080d. 250

Note: Gold for Witwaterseand and Conl for Natal, wages for these arg {or 26 shifls while
sugar fs for 30 shifts,

The payment for a shift in the caso of eanc cutters depended upon the completion of the

“standard' which was 1,5 tons of canc cul, (rashed and Jonded. In the case of bural cane the

standard was increased (0 2 tons 05 these was 0 (rashing, Furthormore, the cane culters worc

‘poid a bonus of 1d. for every 100 Ihs. nbove the standard. [91]

“The Natal sugar industry oblained s Alrican migrant labour from Pordoland. The industry
was able (o attract this fabour prior Lo 1921 beeause of the system of advancos, whercby the
‘migeant sould obtain catlle and/or cash in advance of commencing work, (92 The sdvance
system was curlailed with the introduction of the Native Advance Regulation Act of 1921,
“This was the resull of reprosentations by the Chamber of Mines whose tecruitmant had heen
detrimenally affected and | zcause of widsspread sbuse of the system, Mpondo fabour was
also sllrueted to the sugar industey becatise the work wos above ground and Lhe contract wis
velatively shor - invoiving 180 shifts.[93) "The industey’s position was further strengthencd by
\he malaria epidemic of 1929 ta 1932, as Mpondo abotrers wero not allowed north of the
“Tugelu for fear of their bolng infected. {94] Mponds labaur remained vital Lo the indusiry in

Natat and constiluted betwesn 10 and 60 per cent of the labour force i 1939. |95]

I 1912 if was alrcady recogniscd Lhat the sugar industry in Zululand would require labour

from Mozambique. [95) This vas because Zululand required malacia tolerant fabove which

S ;ﬁm
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Morambiquo possossed, " 1925 tie Government prohibiled the recruitment of Mozambique
Inbour exeapt for the mings on the Rond, {97) This led (0 an oulery by the industey which
recognised that labour from Pondoland and Basutoland woutd readily succumb (o

sw was vindieated hy the malusia epidemic botween 1929 and

malaris, 98] The Industey's
1932 which ted to & decline In Transked labour and a ban by Basutoland on recruitment for
Zululand. {99) Zululand farmers had eontinved Lo make uso of llegal Mormmbique fabour
alter 1925 and this accounted for 50 por conl of those employe in South Africa in 1930. [100]
“The rovised Mozambique Tecaty of 193¢ made no provision for recriitmont by the sugar in-
dustey, but ollowing representations by the indusry to the government, seeruitment of
Mozanbique isbouc for the Zuluhtad sugar industry was allowed from (he £nd of 1935, [101)
In 1939 Mozambiqus labous accouated for 40 per cent of the Industey's requirements in the
sagion bul shere was st an stimated tabour shortage of between 20 and 25 per cont, [102]
Fucthermare, Zulutand accounted for 34 por cont of e land under carie but used 41 par cent
of the labour, |13} “This was aseribed to management peobloms associated with small produc-

tion units.

a the years between 1910 and 1939 the oaly major Industrial action within the sugar indusiry
oceurred in 1913, Tho 1913 Indian srike took place beiween October and November, and in-
valved 15 000 sugar workers. [104] The strike by the Fndian sugor workers was a spontanzous
actian, that was influenced o some extent by the Neweastio miness strike and Gandhi passhe
fesistance campaign, (105] The strike was in protes! against (he £3 tax payable by Indians who
had eome into Natal under the Indenture Act of 1895, Ln 1913 the tax affected sbout 10800
Tndians, [1061 The strike deluyed the completion of tho cutting and crushing of the scasons
cane crop and led to the illagal buaing of 150 acres of canc. The strikers returnod Lo work b
December and Smuts then appoitied 2 Commission of Enquirys The Contarissions findings
were incorporated in the Indisn Relicl Act of 1914, in terms of which the £3 tax was

abotished, {107] The strike was nat the result of conditions within the sigar indusiry: but the

B —
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Moniblqus posscssed, Tn 1925 the Government prohibited the recruitment of Mozombigue
Inbour excopt for the mines an the Raad. [97] This led to an outcry by the indusiry which
reengnised Uit fabour from Pondotand and Basuloland would readily suceumb to
tnwlacia. |98] The industry’s view was vindieated by the malaria epidemic between 1929 and
1932 which fed (0 a decline in Transkoi labour and a ban by Busutoland on recruitment for
Zululand, [99] Zululand farmers had cantinued Lo make use of iilegal Mozsmbique labour
nfter 1925 and this accounted for S0 per cent of those employed in South Africa in 1930. {100]
The revised Mazambique Treaty of 1934 mads no provision for recruitment by (he sugar in-
dustry, but following copresentations by the industry *a the government, rucrditment of
Mozamblque labour for the Zaluland stgar industry was aftowed from the end of 1935, [101)
fn 1939 Mozamblque labour sccourted for 40 por cont of the indusiry’s requiroments in tho
reglon but there was still an estimaled labour shortage of belween 20 and 25 per cent, [102]
Furthermore, Zululand aceounted for 34 per cent of the fand under canc but used 41 per cenl
of the tabour. [103] This was ascribed 1o management problems associatod with small produe-

tion units.

In the years between 1910 and 1939 the only major industeial action within the sugar industry
accurred ia 1913, The 1913 Indian sirike twok place between October and November, and in-
volved 15 000 sugar workers, [104] Tho strike by the Indian sugar workers was  spontanicous
actlon, that was influcnced to some extent by the Neweastle mincrs strike and Gandhi passive
resistance campaign. [105] The stelke was in prolest against the I3 tax payable by Indians who
had come into Matal under the Indonture Act of 1895, In 1913 the (ax affected about 10 800
Indians, (106] The strike deluyed the completion of the cutting and crushing of the sensons

canc erop and led to the fllegal burning of 150 seses of cane. The strikers rolurned lo work in

Decambor tnd Smuts then appointed a Commission of Enquisy, The Commissions findings
were incorporated i the Indian Reliof Act of 1914, in torms of which the £3 Lax was

abotished. [107) The strike was nol he result of conditions within the sugar indusiry; but the
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abfiion of the tax meant that the [ndiaos were 90 Yonger so dependent upan the sugar indus-

ty. 108]

Coneluslon

The South African sugar Industry beeame a net exparler betsoen 1910 and 1939, and was not
effectod by he crisis in the Interuational sugar trade Lo the same extont a5 many other pro-
duegrs. The industry could ot have fourished to the extent it did, had it not been for Govern-
menl protection and assistance that provided it with a captive home market, This captive
home market allowed Uho industry Lo Gasnce its export market, shich was aided by the prefer-
ential aceess the Industry enjoyed in Britain and Canada. Tntcrnally lhe industry was charac-
terized by an uncasy rotatlanship between growers and milors who were forced 10 co-oparate
through their mutual need. The Goverpmenl interveaed whenever this refationship became
unbearable, and io exchange obtained sugar ot a fixed price and, in the 19305, the introduction
of Grade 2 sugar. Howaver when fabour matters wero involved, the Gavernment always
placad the needs of gold mining bofore those of sugar. By 1939, the industry had established
lseif on a sound coanomic footiag (hrough the protoction it crjoyed domestically. The focus
of the subsequent chapters is the operation of C.G.Smith & Co. LI, & sugar business, within

1his cavironment,
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CHAPTER 4

C.G.Smith & Company Limited, 1910-1939

Iniraductlon

Ta 1888 Charles Gieorge Smith went into business for himself nnd began buying and distribut-
g both sugar and cattic along, tho Notal const, Smitl's buskicss prospercd and this led (o the
farmation of C.G.Slth & Company Limited in (920, He did not have mueh eapital 1o begin
with, o e could nol go into either frming or ranufacturing. Hene he moved fnto working
s & commission ngent where the growers and banks provided him with his copltal. Smith's
core business throughout the period 1910 to 1939 was the selling of sugar on & commission

basis.

Charles George Smith was bora a Londan, on the 27th December 1858, In 1861 Charles
came out to Natal with his parents. The family did not prosper and he returned in 1948 to
England with his mother, In (§73 Smih retuirmed to Nataf and found employment sith Biack
and Bastor, who were goneral merchants in Durban, “The firm engaged him to buy und sell
fivestock on their sugar ostate at Uminto, Surith whilst at Umsinto beeame acquainted with
sugar planting and with the Regnotds and Crookes famitics, Charles then went to work for
W.BLyle and consentrated upon the sugar and Hides and skins side of the business. He was
subsequently nppolnted as the mannger of Lyles sugar estate, the Kirby Vale Bstato, 1 was
while resident on thls estate that he boeame lifelong fricnds with Frank Reynolds; o frieadship

that wosta he very important 10 bis later business activiics.

In 1876 Charles went to wark for Frank Beningfield, an nuctioncor, o Durban, Smiith was nl-
reauly u sharp businossntan and, i 1879, i the age of 2 years, was given o pastaership in the
buslnoss. Charles remalned with Boningfield until 1888, when ho und J.Holstan went into

 sness os thomselees (cading a5 Holstan & Smith, The focus of the business wos general
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auctioneering (ogother with Uhe buying and distributlon of both sugar and catlle along the Na-

tal coast, By 1994 Smith was iwading on 1. s own under the name of Smithficld,

T 1902 (he needl for additional e3pital 3 a resnlt of the growth of the business led C.GSmith
o acdmit two pastners, namely J.P.Denhum and 1% Zeeman, [1] By 1909 Zeeman hod et the.
business and the postaership consisted of Smith und Denham. {2] The partrership hmited the
financial resources of the firm and also meant that Smith and Denham wore responsible for

dlebts. The Standard Bank said of Smith:

Appears a forceful ndividual, able and cnterprising but perhaps not vese catious. 13)

Smith was ambitious and realized thal in order to progress they would have (0 form 2 fiiced
finbility company, which they did in 1910 to lake advantage of Union, The care of his busincss
was sugae wholesaliog. Smiti's business prosperod bocause of the support of the Reynolds
and Crovkes whom he influeniced because of their respeet for his ubility 1o market their sugar

vuiput, As Osborn nol

The association of these reo growt Sousk Coast faniliss, the Reynolds and te
Crookes, witl C.G.Stith, was probubly as ideal, from a business point of view, as It

would be possible 1o find in w enterprise suck as sugor, 4]

“This pursanal fricadship which Smith built up with these famitics meant that they remained
foyal to him rather than shifting their allogiance. Furthormore, Hulelts were the only other

distributar uad dominated the industry on the uorth coast and in Zululand. "The support of the

Reynolds and Crookes scoms to have been reinforeed and strengthened by their theie

animasity towards Hulets, the rival distributor of sugar in Natal,

Smith's expericaet and knowlzdge of sugar distribution nnd wholcsaling was such, thet far.
ward integration into distribution and whulesafing on Ucir own behalf when they periodically
fel out with him, was not seriously considered, T would also have involved Lhe outlay of Lirge

amounts of capltal outside theic fetd of oporations, rumely sogar plaating and production,
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A detailed anaiysis of the opections of C.C.Swith & Co. Lid. in the perlod 910 (0 1939 is ox
tremely diffienlt because of the lck of records of the core business, sugor distribution, The
‘problem is exacerbated by the fack of eopies of the annual reports for the pesiod prior to 1940,
A% o entreprencus with limited capital resurees, he was ahways Gighting for survival und had
it e to make copious notes abot s methods or motives. [ ordes to abtain an insight
into the operations nad methods of C.G.Smith i is necessary 10 examing the venturcs outside
the core businss, sugar disiribution, which the company embarked upon. Some records have
survived dealing with the relationship with the Standard Bank, and there are x fow recards of
the marginal enterprises of Imporinl Buildings Liovited and Natal Cane By-Products, and the
failed ventures of African it Mils, South Afriean Condensed Milk Company Limited, Adias
Petroleum Produets (Pty.) 1td. and Vegetable Fibre Produets of South Afriea Lid. Records
dealing with the establishment of the ponsion fund, one of the culiest in South Africa, proside.

an fnsight into the progressive side of C.G Sl

Smith retained control throughout the period; bis knowledgs appears to have been vital 1o the
success of the business, Smith remained an cxampie of what Chandler would refor to a5 entre-
frencariat capitatism, {n these circumstances the company reflected his strengths and

weaknesses.

An Overview: (910-1939

In October 1910 C.G5.Smith & Co. Lid. was established (o vequlre Smith's and Deahan’s busi-
nss interests in livestack and sugar trading, and skipping. [5) The fiem had a share capital of
£28 000 divided amongst the faunding directors, namely C.G.Smizh, F.Regnolds and
J.D.Denbom, [6] In 1913 the Bonrd was cxpanded fo includs C.G.Craokes and S.F.Crookes;
H.BrunskillJoincd in 19145 JW.Zsoman in 1915 and Wan.Pearce in 1916, {7] This moant that
alt the major sugar interosts on the Natal south const were represented on Ue Board;

Reynolds Brothars, Crookes Brothers and fllavo Sugar Estates  in the person of Win.Pearce.

By 1917 the Company had appasently progressed Lo such an cxient that it was dockled to

reconstruct the fiem, in order (o provide it with o farger capital boss. (8] The capital was in-
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erensed by £28 000 to £56 000, the 28 000 new shares were preferenes shares bearing a Ui
dend f 7,5 per cent por snnum, subject 1o Uhe firm making 1 proft, [9] Reynolds Brothers
subseribad for 15000 sharcs, 1liovo Sugar Estates for 8 000 shares and Crookes Brothers for
the remaining $ 000 shares. (1] The Board also ercated 28 foundors shares which would
reccive 25 per cent of the profits annually, {11] Onee again Regnolds Brothers were wllocated

15 founders sb res, Mlovo were given 8 shares and Crookes Brothers the remaining §

shares. {12} This highlights C.G.Snsith’s busincss acumen os through this share allocation
C.G.Smilh & Co. Lid, were assured of the ageney for their sugar distribution. Furthermore,
Smill's probably requlred the exten enpital because of their involvement in Chaka's Kraal

which fiadt heen formed in 1916 and is discussed in Chapter 6,

In 1917 C.G.Smith & Co. Lid. were appointed the sols agents for a period of 10 years, for the
sale of aif sugar and other products of Reynolds Brothers, Crockes Brothers, lilovo Estates
and Umzinvkulu Estatcs. [13] In terms of the agreement the firm received a 3,5 por cont com-
mission on all business it undertook on bohalf of thesc coneorns and they in turn reccived o
febate of 1,5 per cent on the firm's profis, [24] 1t was hoped that the rebate would nerease

the volume of sugar busincss done Lsrough Smiths

[15] The Company was now in a much
stronger positian following the injection of additionitl moncy inlo the busiacss and having
sccured the agency agresment, C.G.Smith o5 a resuk wos filled with confidence and began to

shink in terms of a dynasty. Smith stated thatz

He was sure this was the nucleus of a very big co-operative concerm, 1ol only for their

own fimes, bt for those who came after thewn, [16]

Smith had bis wind set on ereating 4 largs company and therefare in 1919 called for an in-
crenst In the firms share capital, [17] C.G.Smith wos siso molivatcd by two ndditional reasons,
Flrst,the company had sequired Umzimkulu Estetes, the subject of Chapter S, and needed ad-
ditional working capial. Sccondly, he resagaised that if the young and talentod members of
e firm such os Dickens and Brunskill wer (o be retnlned, Uhen they bad Lo be given the op-

porusity of acquiring shares in the busincss, [19] The praposal pat forward by Smith entailed
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increasing the shure capitol ta £145 000 through canverting the founders and proference
shares. (20} However nceording (0 leg opinlon the rights alioeated 1o these shares had been
so well ontrenchicd ns lo make sueh s canversion impossible (21} Therefore in May 1920 the .
capital of the firm was incrensed to £131 000 through the eroation of 75 000 ordinary
shures, 21} This shows the exteat 10 which C.G.Smith was able 10 impose his idoas for cxpan.

slon on his leliow dircctors nad his abitity 1o control the finnncinl direction of the firm on a vir-

tually unopposed basis. He was also 1 very astute businessman in giving the younger members

of stafl a stake in the company,

However C.G Smith did nut override the Board on all issues and In particular, he ¢ncountgred ]
objections (o certain acquisitions made by the firm. Smith's bought Umzimkulu Estates in I
1920, the subjeet of Chapter 5, and his led (o numerous objoctions by the Bosed, 23] This op- }
pasition forced C.G.Smith 1o scll the businss in 1921 to n private consortium which ho [\

headed. (24]

During the 1920 financlal yoar the irm bad embarked wpon an advortising campaign. [25] Tho |
promation had been a genoral one and not dirceled at any partioutar sogment of the market |
which caised the ire of C.G.Smith. 26] o Telt that waloss such & compaign was dircetod ot the.
consumer to increase the overall demand Tn the markol, then it was a waste of moncy. [27]
Smith's reaction suggests that b was a difficull nssoclate bul one who whon so inelined, could .

pinpoint wastage. v

C.0.8mith & Co. Lud. in accordance with C.G.Smith’s desire (o expand, had diversified into i .
sugar production and had also hecome invalved in spoculative ventures such as Alrican Ofl

Mills. By 1922 a3 o resull of these activities the firm had accumulated liabilitics exceeding

£500 000 [28] and this froc-spending nititude culminated in the Company recording a lass of .
133008 in 1923, [29] Furthermote, Lae firm had lost £127 000 of its capital which meant that i
it was to survive, it would require the injestion of more money, [30) The dosperate position of
€.Smith & Co, Lud. lad o the dircelors blaniing one another for the firm's sitontion, ui-

tiough it scoms that they wera all responsibla, as bn 1922 not a single Board meeting had boen

PO, T T —.—_—.
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held. [31] "The Dircetors, in arder 1o avereame tie fnancial ditemma faced by e company,

deciderd (o sell 10 naw [irm thid they would subsequently establis

“The Gnanclal records for the period 1910 (o 1937 ase not avnilable and It is thercfore im-
possible 10 acenrately guge the company's performance during thoso years. However the Frm
became Increasingly proficable between 1918 and 1921, with profits rising from £13 897 to

£22 588, 1 appeacs Lo have been

Smith's overly nmbitious expunsion and speculution that

fedd o the loss of £33 000 in 1923,

TABLE 4.1
Prolits of C.GSntith & Ca Lid., 1918-1923 (33}
(]

Year Profits
1918 13897
w1 15104
920 71259
2 2588
1922 4

"3 33000

Note: * Figire not awaftoble.

The finainclal erisis eaused by the £33 008 loss in 1923, fed to the formation of 2 now compuny

and the injection of new capital inlo the company, [ April 1923 1 new company also called

C38mith & Co, Lid, was formed, with a capital of £187 000, of which L138 000 was paid
up. [M] The shore issue consisted of 56 000 ordinary shares, 28 000 ‘A’ preference shares alko-
eated pro rats 10 holders of preference sharvs in the old company and 103 000 B prefercnce
shares alosated 1o holders of ordinary sharos in the old company. [35] Reynolds Brothers

were (he targest sharchalders with M4 126 shares; C.G.Smith held 53 000 shares; Hllovo Sugar

ates held 31 796 shares an Cronkes Brothors huld 19 078 shares. [36] This reorganisation
meant that the total amount of new money brought into the business was onty £7 000, to be
used as working capital, Furthermore the sugar agency sgreement was renegotisted on tie
basis of u 2,5 per cent contmission to Smith's plus & further 0,5 per cent for the
wholesalers. [37} This commission for the wholesators was to ensure that the firm was compe-

tive thronghout the Union.
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s with the produseers were nof alwags smootk and in 1924 the Compuny was plogued .
ry  dispute betwseen C.G35mith und £ Reynokds, over the taltor's allegations 1t the firm was
being mismanaged. [39] This situution was made worse by Smith mulntuining (bt Reynolds
was discussing confideantial busiiiess matiers eoncerning the firm with outsidors. [40] 1 cule

minated with Reynolds saging:

He fele that matters i regerd 10 C.G.Smith had gone back and nat prospered. He

wished 10 reire from he Bowd, 193]

i
replied that: ¥
t
i
Present position did not pertusb Wi and not prepared 1o be ihreatencd and if Sie |

Frank decided to consut his solicitor, ist him do so. [42)

Howeser the hostlity subsided because of their mutual noed; Smiths distributed Reynoids' i
sugar and the fatter was the largest shareholder in the e, |
|

Reynolds's accusation of mismancgement led 1o a small reduction in the size of the staff in i
1925, “The apparcnt motivatlon was Uhat in order (o retain the youngor employeas it s neees- N
sary (o velire the older members of staff, nlthough only thres persans were put on pens .

sion. {43] To make it palatable C.GSmith reduced his own safary by £500 por yeor, () .
These changes were minor and appear (o have been underiaken in order (o uppease B m

F.Reynolds.

From 1936 conditions became incrensingly difficull as the interantional market price of sugar
fell and this bed to Increased competftion from farcign countries in the domestie markel, [45]
“This possibly had un adverss effect upan the core of C,G.Smith & Co, Lid. buslness, namely
sugar wholesaling for the virious estates on o commission basls. The position was only

rasolved In Use 1930 through inereased govaniment profeetion. The depression incrensed the

i - sl ey e e |
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diffculties that the Company foced, particularly as domestle demand eontracted. {16} Th ini-
il Giuncial eriss of the fiem was the result of tho diffculf trading conditions of the late 1920
and carly 10303, The subscquent fisancial problom was the resuit of the expanslon of the

suggar Indusiey snd the increase fn sal

.+ which required more working capital to be injocted

o the business,

e Fifficull business conditions led the campray (o strengthen ls financial position by im-
ementing four changes in its operations, First, the new ageney agreement of 1933 elimtnnted
the 0,3 per cent comusission paid (o whelesators bat retained 1he firms commission al 23 por
cant, {47 Secandiy, the terms for sugar sales were shanged fron: 30 days to a cash basis which
improved s financial position. (48] Thirdly, in 1934 the company catied up § shillings por or-
dinary shae snd a furthor 2860, por share in 1936, increasing the capital by £21 000, from
£138 000 1o £159 000, [49) Fourthdy, this finonclal pressure and the expanding natvre of
Smith's shipping Interests led 1o the sreation of & separate em - Smith's Consters in 1927, the
subject of Chapler 7. The company's planting interests and other speculative ventures eone

tinued to be a drain on its resoroes and C.GLSmith admitted that:

The aperusion of the Comypanty been estended far beyond their egitimate business of

selting sugen [50]

The firm encountered further difficultes in th 1936/37 season as & resull of the introduction
of quotas for the industry. Howeser the firm and CG.Smith, in pardcular, rofraincd fram got-
ting nvolved In any more speculatlve ventures and concentrnicd upon sugae distribution, Ag

Smith soled:

1We have na difficulty in placing anr finger on tha best part of iis business, which of

course s sugar, (51]

This resolve to remain clear of new risks continved to hold sway until 1940, In 1939 Smitk

Mided (hat;
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Duing the year u goud many proposifions were tumed down owing 10 the feciing of
anecrtainiy in the peidleal sitvation anef it was s wricestainty which compelied us 1o

iesitate efore spending wicney on e ventieres presented o us (53|

TABLE 42
. Prafil & Refuen on Shiee Capltal, 1924-1940 (53]
(Financlal year ended 31 March)

Vear Shore Capitat Profit_ Retumn on
© @ Capliad

133000 20412 013
138000 13887 0,10
138 000 9507 007
138 00 17008 o2
133000 B1X% 024
138100 36484 026
138 000 23825 017
138 000 35535 026
133000 34530 025
133000 65000 0,47
138000 40 020
152000 53138

159000 85382 0,
159000 46367 20
159000 6l s 040
150000 6l220 0,40
157000 6841 043

The profiss for cach financial year are nvailnbls, Tn the 16 yenrs from 1924 tn 1940, the firm
secordud continuous peofits. However the international commodity macket was characierieed
by slow growih In the 19205 and stagnation in (ho 19305, Sugar internationally experionced a
price decling from 1920 to 1937, South African sugar production for the years 1924 to 1940 al-
most trebled and Smith distributed approximately 35 per ceut of the total production. Sales of
sugar nlso facreased but prices wers low and profits did not rise to the same cxtent. Smith re
carded continous profis in these years because be could not loso, b was being paid on Grn-

aver and when things beeame difficult there was (he agreement among Ihe sugar producy

and finally government intervention. If the planters made 4 loss, he could make a profil,

Others could hase danc this, bt only Stk saw the market oppartunity and moved in to do Il
ke provided s scrvies that did vl require u targe smount of fixed caphal and whichy if wue-

cessTul, made the producers dependent on hin,




During the year o good -

VIR M wReery

Paye 6§

yeopasitians e ke doven ving o the feeling of

wncertainrs i ihe political wha.ion ane it was thiz wcertginty which campelled ns to

esitate bufore sponding imoncy ont neve yontimes preseated (0 s, 152)

TABLEAZ
Stuith & Co. L. Profth & Return on Share Capitut, 19241940 [33]
(Financial yenr ended 30 March)

Year Share Capital  Proft  Retwn on
) (& Sheare Cuptiat

1924 133000 20412 018
135 138000 13887 010
" 38000 9307 007
1927 138000 17008 oL
[ 138 0ng 3136 024
10920 138000 36484 026
3 138 00 2825 617
131 133009 535 026
s 133000 425
13 8000 00 047
1934 133000 40481 29
1935 152000 38138 038
1936 159 000 85382 05
37 159 000 4567 020

2 139 000 64225 040
193¢ 159 000 64221 040
w0 159 000 68261 043

The profits for cach financial year arc avallnble, 1 the 16 years from 1924 ta 1940, the fiem
recarded continuous profits, However he intcrnational commodity murkel was characterized
by staw growth in the 19205 and stagnation in the 1930s. Sugar Internationlly expericnecd
pricc decline front 1920 (0 1937, South Alrican sugar production for the years 1924 to 1940 of-
st trebled and Smith disteibuted approximately 35 per cont of the tolal produerton. Sales of
sugar also inereased but prices were Jow and profits did not rise (o the same exlent, Smith re«
corded continuous profits I thess yenrs because he coutd not fose, he was being paid on lurn-
aver and when hings became difficall there was the agreement among the sugar producers
and Mnally government intervention. I the planters made n loss, he could make n profit,
Othors could have done this, bul only Smith saw the marke opportunity and moved b to da k.
e provided n servies that did not require i tnrge amount of fixed capital and which, if sue-

cessful, mude the producers dependent on him,
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e, sl not engaged s the spusylative ventures discussed luter i the chapter, then

the finaateinl results would probably kave heen batter, Furtherniore the firms returns from its

planting ventares discussed fn chaplers § and 6, and fs shipping inforests dealt with in chapter

7 were mof very profitable in Uhe peclod. Clearly rom the informotion asulluble, the Brm v

saved by its imvolvemoot in sugar distribution which aveounted Tor the major share of the prof.

its rocordod between 1024 and 140,

Aspects af e ustiess
“This soctinn wxamines the firms business ventures outside of the core business, sugar disirlbu-

Hom, [a an sllenpt o gain more insight into (e operations and methods of C.G.Smith,

{3 The Relotionskip with Standard Bank

Senith provided the Standard Bank with is hargest source of incom in Natal, tnd the Bank i
e provided Sreith with much of bis working capital. Their eclationship in e intor-wer peri-
od can be characterized as ono of mutual interest and one which was profitabls to both son-
cerns, Howeser the Bank records only refer to C.0.Smith & Co. Lid. when it had substantial

debts owing to the Bank and therefore provides an imperfect picture of thele refatinship.

The Standard Bank viewed C.G.Smith as n wild entrepreneur who often overrode his Diree.

torg to the delriment of the firm, In effect C.G.Smith & Co, Lid, were seen as an extension of

Co.5mlth's own person. The Genernl Managar said:

Siree is inception the Company's finuneial policy hud been practically solely control-
Led by Sir Chas.G.Soilth, a bold and foarless aperaton, who, in light of ajter evens,
s involved himsel] and his co-Divecrors in exceedigly heavy febiles as & result of

his speculative poiey. 154)

#n splie of (his assessmenl the Bank co-operated with Smillh's becavs of the perccived in-

Muence of the firm and ils ubility ta direet business to the Bank. The Bank Report stales:
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The Camprany's waique conection wity the sugar industry le Natal and the vauable
contract under whieh it con* e sale of the wholl aitput of various sugar esiales

for ton years Jrom 1923, 1t <Dl o contimre to support the Company wal the

Jiacilies rferred o ereivncer, 55}

Furthermore, the nccount operated by C.G.Smith & Ca. Lud, at the Durban Branch was the
largest and most profitable necont 2t the Brandh, 56 ‘The Compuny's secount hod an aver-
age turnover hetween 1922 and 1931 of £2 134 549 pe annum, which provided (he Bank with
eonsiderablo income through service charges, The size of Smith's account, together with the
influence of the lirm in the sugar Industey, sppears 1o have motivated tho Bank's deciston to

provide C.0hSmith & Co. Lid, with large overdrall facililics. The fnanciul resources which, as

a rosull, beeame available to the Company altowed it 1o recover from mistakes that would
otherwise have foreed it into liquidation, The records of the firms banking busincss for the
19305 are not available, This is unforinnate becanse sugar production Goubled between 1932
and 1940, nnd ane would expect the accounts (urnover to have inercased considerably, ‘This
sectlon cansenuently provides evidence of the mutually boneficial elattonship botween the

pifted entrepreneir and his bankess. Table 4.3 provides the dofalls.

TABLE 43
C.G.8mith & Co Lid. Account Furnover & Overdralt Fucliitivs
g Standnrd sank, 19221931 [57)

@

Year Tumover  Overdrajt
m2 2006 999 174699
1923 1664804 168483
1025 165625 41530
1926 * N
1927 + *
1928 2033 661 225000
129 2500000 225 000
1930 2816435 225000
1931 2333698

) Marghst Entecprlses
Smith's did ot ncur “sssos rom thor bnvestment in Imperial Bulldings 11d, and Natal Cane

By-Products Lid, but contd probably have: smployad e rosourees better elsewhere,
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Iireriat Balldtugs Lt
1 1913 C.G8mith & Co. Ld. pua-Hased 12627 shares, oot of a fotad of 33 600 sharas, I -
pecial oilings L, ot 28,60, por share, 58] This s spparently dane in onler 1o aequirs
new offiee accamadation for the Conypnny. }59] tmperial Buitdings was « sound nvestment
by e 19200 was receiviag anntal rentads amouning (o £6 00, [60] 1n 1925 C.G Sorith
swanted U parekas: the Compimy oviright but considercd the asking prics of £100 400 to be
excassive, (67 Howsyer in 1935 CGLSwilh & Co, L, became the sale owrers of the Gem
shen they purchased the remining 20 373 shares oL £2 pos shere, {62) This outlay of 90746
was  premium price to pay considering that tho estimated market valus was 10 skillings per
“hare, [63] Byt dhe apparent motivatlon was that hepecial Buildings was s compuny with n-
sets thal would appreciate i ¥alue (rem gear Lo yeae, (64} Furtherniore the purchase of the
widitional oftice space may have been linked 1o the expansion uf sugar wholcsaling eonsoquen
o the increass in sugar ovtput, By 1938 the Company was estimaicd to be worth ot least

SO0 W8} o), Which vindicates C.G.Smith's decision,

Nutal Cune fy-Products Lintted

In 3945 the Natal Cane By-Produets Ltd. was Raoted with a sapinn! of £33 000, subsequently in-
creased to £I30 000 i 1918, 166] The Compaay wos estobllshed Lo extract vus from sugar-
cang hat diversificd theo (he production of alcohiol mater fuc! and industriad aleatial, |67}
C.0.8mith & Co. Ld. were involved with the firm froms the Inception although they anly hield
4049 shares, [68] Natnl Cane Dy-Products was not a profitable concern ond first deelered o
E

tond i 1937, [69] Smidh's holding in the firm romalned low and bt 1940 amounted (o only

+79% shares, 170] I vlew of the Company's performnce Lhis agpears Lo hiave e n wise do-

il s o owsioly e Lo .3 S’ belff that the coneorn was bndly manuged. {71]

(¢} Valled Enterprises
‘The desfre for new frontiers led C.CLSmith to bivest it & wawtbee of spseulative sentres, oal-

sids the suggar industry, and s o resul 1he Frm oot approsirately £76 000,
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Afeican Off Mibis

African OIt Mills was established in 1920 with o share capital of £56 250. [72] The major
sharchulders were C.G.Smith with 33 000 shares and €.G.$mith & Co, Lud, with 10 000
stares, [73] The firm also issucd debontures of £20 000 and C.G Smith & Co. Lid. wore tho
wajo subscribers with £U7 400, (4] The Comipany was formed to manufacture edible oils and

caile f

. [75] However the list years operatlons resulted In o lass of £10 000, |76] This

defieit was ascribed to the problems cxperienced in obtaining raw materiats and to the in-

competence of the management. |77} The issue of mismanagenent was one which confronted

wost undeetakings with which C.G.Smith was nssosiated. 1t appears to have boen due to

C.G3.Smith’s Inability to supervise hose in control and the realization by the management thai

Smith’s would come to their reseue if they encountered problems,

In an attempt to place the fiem on a profitble bas's, they diversified Into the manufacture of
soap in 1923. (78] The € any was, as a result of this changs, ablo to minimizg its
Jasses, [79] However this expansion brought African Ol Mill into direct competition with
Lever Brothers who resisted (heir cncroachment by drapping soup prices, which reduced
margins and henee Alrican Oit Mills profitabiliy, [80) The Board began to realizg that they

had ventured into a field In which they had no cxpertise and that the prospects for succoss

were minimal. This led to the decision to sell the (i

if a buyer could be found. [$1] The

minutes reveal their naivety:

A the e, they thauglt it was an enterprise tht suggested agriculiural development

and C.G.9mith & Co. Lid. should be in it [82]

“This highlights the falure of the directors o axamin the businoss proposition praperly prior

{o investing in it and can possibly be aseribed to C.G.Smith's whimsieal way of doing business,

I the lote 19205 the fizm continued to Nownder due o sovere competition cxparionced in (he

soap murkel, prosuniably from Lever Brothers, [83] The Board wanted to liquidate the ven-
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tare but this would have meant that mith & Co. tid. would have lost £22 000, excluding

Vheie share and debeature holdings. [84] According to the Buok Report:

Since the inception of the Company every effort s been tade (@ establish the busi-
ness o a sotund paying basis, bt withowt suceess, and they have had to face @ hewy
tass at the cndd of tach financial year, with the resuft that e whote of the capital has

beers tost and iheir shares may be regarded as of 1o value, {85}

Fusthormore the decisiou regarding (he liquidation was complieated by the fact that C.G.Senith
& Co. Lad. had in the § years of the firms aperation received £3 000 in slling commission and
iiterest o their debenture holdings. [86) Therefore the Board resolved (0 leave the decision
to C..Smith. [87) Smitls in typical fasbion autempted (o turn the business around and e
quired the remaining 13250 shares ot 0,254, per share. [38] This made African Ol Mifls
wholly awned subsidinry of C.G.Smith & Co. Ltd. Howeve: the Company continued to tecord
insses and was sold for £10000 in 1936, [89) Sclling sonp on commission was outsids Smitl's
normal business, but sclfing on eommission was his business. i failed beeause Smith camo up
against a more formidable opponeat than Huletts in the form of Unilover. Alrican Ol Mills
had consumed opproximately £75 712 provided by C.O.Smith & Co, Lid, Thus C.O.Smish's
refusal to abandon African Ol Mills in 1928 had cost a great deul of moncy and hod not been

i the best intersts of C.G.5mith & Co. Lid,

South African Condensed Milk Company Lintlted
1n 1923 $.A Condensed Milk Co. Lid. was floated with a share capital of £20 000. {90]
€.G.Smth purchased 4850 sharcs in the firm in osder 1o abtain its soliing agency, but did not
buther to consult bis Dircctors, [91] The Company was faced with Lhe problem of having to
avercome the facal preference for imported brands, [93] This wi exacerbated by the dumping
of fareign condensed milk on the focal marke in 1924 which deereased the ventures pros-
pects. [94] I 1924 the sharo <apital was increased by 10 000 shares - 26.6d. pald p: and
C.G$ilh & Co. L4, purchased 5 000 shares, [95] The Company mado & profit of £2300 n

1925 which was uillized to reduce the value of the piant by L1 500 und carried forwnrd o
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Dalance of 800, {96] “This decisian wus grecicd with hostility by C.6.Smith who belioved that a
dividend should e beon paid 10 sharcholders, 97] As a resull the firm sold its shares in

54

. Condsnsed Milk Co. Ltd. i 1925, [98] Srlth saw an epporlunity to sell on comerissian

and he was correct, He sold when be did not receive the ineome he expecied,

Athus Petrolem Fraducts (P1y) Ltd

In 1927 C.G.Smith & Co. Lid. became the agents for Atlas Petroleum Products, a subsidiary of
aSoviel petroleum firm, [99] The fuel was marketed i Natal and Zululand under the name of
Arop, [100] Howaver in the 19305 the Soviats flt that they could market the produet them-
selves und the assaciation with C.G.Smith & Co. Ltd, censed. [161] The undertaking had
resulled in 2 Joss of £20000 to C.G.Smith & Co, Lud. [102]

Vegetuble Fibee Praduocts of South Aleien Lid

In 1934 C.G.Smith was approached with the idea of cstablishing a firm to produce paper pro-
ducts from bagasse. [103] This Jed Snrith (o stablish the firm in 193¢, {104] C.G.Smith whilst
on 4 visit (o London discovered thit he extraction of the residue sugar from bagasse had not

bean overcome and thus the venture could net suecced, [105] The project was abandoned and

the comf ly op | {106} Smith sow nn opp ity 10 sell another sugas by-

prusdict, paper from bugasse. N failed a5 a result of technofogical diffieufios.

(@) C.GSmlth & Co. Lid. Pension Fund

Smith saw the need for tho distribwion fiem with fs contacts to maintain saff loyally. Hence
e cstablished a fund in accordanco with the trend In Britain. The dovelopment of private
sehemies in Brituin began in the 18805 and was the restit of & chaage in perceptions on the part
of both ermplayers and employess. [107] The cmployers sau it as a means of retuining hpor-
tant persornel who were essantial {0 the prescrvation of the fiems competitive advantag. [108]
Whitst cmplayocs viowed sich schomes us mor socuce than the old system of ex gratia puy-
ments and began to (hink of pension caver as un cssential part of an cmploymtent con-
traet, [109] The seif-manoged funds wee normally eonfined (o tho large firms who possessed

the necessary technical shills 1o nduinistor the fund, [110] The smatler firms relied upon the
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nsurance company to neanage the scheme pad betwean the 1930s and 19505, the najor growth

was in lnsursiee managed schemes, [111]

n South Africa it appears that during the inter-war years the majority of compantes that pro
ded retirement benefits did so by means of provident funds o insured suporansation
funs. {LE2] tn & provident Tund the cmployee nnd cmployer made contributions which upon

retirement where il out in 6 lump sum, {113} The supcrannuation fund took the farm of @
pollcics taken oot on the e of an employoe, [114]

pension purchased ¢ .. an insurance conypnny through the proceeds of endowmont ssurance I
. " N . y
C.0.5mith & Co. Lid. was a leader in the cstablishment of poasion funds, ithough it was P

prscuded by the Union governiment, provincial government and many munictpal fands. [115]

Furthermore the Natal Building Sot

y Penslon Fund and the Corner House Pension Fund i
were established n 1916 and 1925 respectively, {L16] The difficulty in establishing who ‘
preceded C.G.Smith & Co, L4d. is due to the fact that pension funds were only first registared ‘.
in 1958 by the Registrur of Pension Funds, (117] However Smitl's appear (o have beon atypie !
cal In thit they operated their own fund rather than getting an insurance company to mannge it
for them  The firm's sugar companics and shipping interosts did use insurcd superannuation '
funds, [118] This was perhaps because e burden of administeation and investment then feil i

upon the insurance company, .

.G 8mith Rrst raised the issue of the need for a retirement fund for staff in 1918, [119] n .
1923 with the reorganisation of the firnt i was desided that a sum of £20 000 would be placed .

in 1 von-contelluting penslon fand. {120] Pensions wero (o bo paid on a annual basis and ot

the sale discretion of th Directors - effectively making it an cx gratin arrangement, [121]

Thus Smith was aware of the trend towards such privaio funds in Brilaln, Furthermore he

+.llzed (hat the estabiishment of such u scheme was essential to retnining the services of pm-

ployees on a long-term basis. Smith stated:

That, in his i, ws @ saisfaciory solution to it becutesa in  concem with a Pon

sion Fuie it gives @ sense of steurity to the enplopees, [122]
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T Jawuary 1928 a further scheme wns csiublished and called the C.G.Smith & Co. Lid, Pene
sion Fund, [123] The scheme aperaled an a £ for £ busis and was apen Lo all Baropesn em-
ployees of the firm. {124] 1n order (© qualify for benefits an emplayee had to have ten yeurs
contittus serviee and the retirement age was set at 60 yoars for males and 55 years for fe-
males, [125] The fund starled with 35 members ad by 1933 thls had incroased to 37 memibers,
of which 31 were male and 6 were female, [126] In 1933 the total value of the fund was
£10956 and 45 per cent of the monsy was invested in sugar industry debentures. {127] The ne-
tuaries in thetr appraisnl of the fund b thal year, felt that 100 large & porcentage of the
resourcas had been committed (0 onc industey, [128] Furthermore the fund had & deficioncy
of £3 754 bocavse all members had paid contributions at a level rate of § per cent [129] This
Vightighted the problem of administering a fund on o in-hose basis without the proper ex-

perise.

In 1933 there seas o disagreement amongst e rembers as to whother they shewld have ¢ pea-
sion scheme or an insurance sclieme. [130] This debate apparontly nrose because members
Teared that 1n he case of sudden death the beneits (o dependents from the fund would be 1o
small and an nsurance policy would offer better cover. [131] Tt may have also been the resull
of the actuaries report which found that the schome was under funded. C.G.Swith maintained
fn front of the stalf that the fund offercd the better prospects although he knew that this was
incorreci, [132) The debate then lizzled out and the employees elected to remain in the fund,

“This shows that C.G.Smith was charismatic and people trusied him.

In June. 1936 it was decided to amafgumae the (o funds, numely the Fension Fund of 1923
and the ©.GSmith & Co. Lid. Peasion Fund of 1928, {133] This enablod the firm to con-
solidate s penslun obligations and lowed it to wipe-out the deficiency of the 1928 fund, Tn
Verons of the agrecment a sum of £20 792 was Incorporated from the 1923 fund and amat+
gnmated fund bucame responsible for sl pensions Lotalling £781 ner manum, (134 The money

remained Invested in C.G.Smith & Co, Lid, beurbng interest of S per cont per ansum, [135]

. . N




WRETRRIPATRIRY

T TR r

LR AW e R U

Page 76

I Jaawary 1928 u fusther scheme was established and called the C.GSmith & Co. Lid, Pene
sion Fund. [133] The seheme aperated an i £ for £ basis and wos opon o all Enropenn em
playess of the firm, [124] 1n order o quality for benefits an employee had (o have ton gears
contlnubus service und the retirement age wos sct at 60 yeurs for males and S5 yonrs for fe-
males. {125} “The fund started with 35 members and by 1633 this had increased 10 37 mombers,
af which 31 were male and 6 wore female, {126) Tn 1933 the total value of the fund wos
10956 sind 43 per ceat of the money was iuvested in sugar indusiry debentuees, [127) The xe-
fuarics in their apprasal of the fand in that year, folt that 100 large @ percentage of tho
resources hnd been conunitted 10 one industry, {128) Furthermore the fund hod o deficioney
of £ 754 boeauso all memhars had pald contributions al u lovet rate of § per cen. [(20) This
tighlighted the problem of admialstering o fund on 3 in-house basls without the proper cs-

pectise,

1o 1933 there was o disagroement smongst the mumbers as (0 whother iy should have & e
sion scheme or au Insuranee scheme. [130] This debate apparently arose beease mombors
feared that in the case of sudden death the benefits to dependsnts from the fund would bo too
small andt an insuranee. palicy woul offer better cover. [131] Tt mray have also beon the result
of the actusries report which found thal the scheme was under funded. C.G.Smith naintuined
in front af the stalf that the fund offered the belior prospees although he knew that this was
ineorret, {132) The debate then fizzlod out and the employecs elocted to remain in the fund.

“This shows that C.G.Smith was charismatie and people trusted i,

In fune 1936 it was deekied lo amalgamate the two fuads, namely the Pension Fund of 1923
and the C.G.8mith & Co, Lid, Penslon Fund of 1928, [133} This eaubled the Rrm to con-
solidate its pension cbligations und allowed K 1o wine-out the deficiency of the 1928 fund, Tn
ferms af the agroement a sum of £20 702 was incorporaied from the 1923 fund uad amel-

grmnted fund became responsible for si ponsions totalling £781 por annm, [134) The money

e Invested In €. Smith & Co. L1, bearing fnterost of § par cont per aanum, [135]
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In 1938 the Tund was again subjected to un actunries valuation. [136] The valuo of the fund

had facrensed to 44 746, including the fouy of £20 000 to C.G.Smith & Co, Lid, (137] Theln-

atisfuction of the nctuaries; with £14 176 invesicd in

vestments had been diversificd to the

morlguge debenturcs, £5 552 in Union loan certificates and £3 955 in Government and

Municipal Stocks, [13S] The fund now had 39 members and was segarded us being in o strong
fnancial position, $139] The fund continued Lo grow in strength and by 1940 had n nett value

of £52 109, [LI0] |

The C.G.smith Pension Fund was imporiant for two reasons, First, it showed that C.G.Smith

kept up with business trends In Brituin and realized the impoztance of retalaing staff on a lang

teem basis, Socondly, the fund was atypical in South Altien during the inter-var yoars, us musst

fiems prefecred provident or supcranauation funds,

Conelusion

C.G.Smitk & Co. Lid. became a vory successlul eaterprise between 1910 and 1939, The core

of the business was sclling sugar on 5 commission basis. The major part of the profits in the
inter-war poriod also acsrued from this commodity wholcsaling, & markel which few others
identified or exploited as well as C.G.Smith & Co. Ltd, [t wos n business in which personal
contacls were so important nnd could make the dilference between suceess and filure.
Smith's dominance of the distribution of suger can be aserlbed 10 his contaets with the major
south const sugar interests, namely those of tho Reynolds, the Crookes and Peasees, The fn- M
erease In productian meant there was 0 tecd for incroasing quantities of working eapilal. This

need was met by the overdeaft faciliies granted by the Standard Bavk. .

The need for goverament support carme In the 19305, and protoction for the sugar industry

rose (rom 35,64, per 100 lb, In 1910 to 16s,1d, per 100 fb. in 1932,

increaso of 389 per cent fn

22 years, | 141] Doating in o primary commadity was o high risk business untl the government
stopped in to mannge *he markct in 1936, This eliectively meant that the Union was 1 captive
markel or the local industry and (hat the Compnny was able to engage profitably in sugar

Wholesaling, Wikoul Government assistance and protecton for the fndustry, ths would have
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bean much more difficwt, though o doubt Smiths wholesating talents would have becn ap-

plied to inported sugar.

¢

anith rematned ot the helm throughowt the period and (his mennt that the management

of the busiacss vers ol seporated fram the awnersbip. Suilh in this respect was sinilur to

American retail tycoons who atso did nol separate owncrship from control, }142] The respon- {
sibility for strategy and poliey implementation were confused and nal elearly demarcated. {143
Shiort-term gains were often preferred (o fong-icrm growth and stability to the detriment of

the firm. St loyalty s ensurcd by the pension scheme and stock options, These fanova-

tons placed the firm at the forefront of change in the South African business community. i
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CHAPTER §

The Umzimkulu Sugar Company Limited

Iatroduction

&G Smith’s and later C.G.Smith & Co, Lid's, invotvement in Umzimkulu cxtended over n pe-
riod of 36 years hutwesn 1904 and 1940, This s a study in mismanagement over a long pesiod
- mismanagement at the productlon levet and at (he board level, The dominant porsonality of
G.Sraith couplod with bis dotermination to make the compuny work led to the eventual

prafitability of the firm, The ability to depend upos C.G.Smith & Co. Lid. sllowod 1ha firm to

survive and eveatually prosper, sometiing thal vithout recall to the Taler's Gnancial resoureos

would have been impossible,

Sugar-canz had bezn grown commoreially on the northern bank of the Usniimkulu river from
1868 by Archibald Sinclake, 1] In 1898 the Umzimkuli Sugac Compaoy Lintited was estab-
fished tnder Lhe chairmanship of 1.C:Maydon to produce both sugar and ten, 2] The Compa-
ay cstablished its mil, the most southerly sugar-cane mittin the world, on the sahecn basrk of
the Umzlmkula river some 5 km Jrom Port Shepstone and 125 km (rom Durban. [3} Howaver
most of the sugar-cane was grown on the norlhern baak, necessilating the transporting of ths
canc across e river 1o the mill a fctar which was to catse considerable problems i luter
yoars. The Corpsny did not prosper aind was reorganlsed and registered as the Unmainakisla

Estotes Limlted in 1964, [4)
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“The Barly Yenrs: 19i4-1919

Umzimkuly Estatos Limited was founded in March 1904 with o sharc capltal of £27 500 st b-
sequently increused ta £32 000 and & debenturo issue of £50 000, {5) The Company' major
sharcholders wers J.C.Maydon with 11769 shres) J.W.Louchars, with § 714 shores;
.Reynolds with 3200 shares nad C.G.Sovth, with 2 500 shaes, 6} C.CiSmith was already fn-
volved In the distrfution of sagar aad presumably bought inlo the business in order 10 huve

Toolhold in the production sidc of (he industry. The estatc was backwaed and the large capital

base provide by the reorganisation of the business in 1904 allawed the company (o engage ln

extensive replanting and moderuization, [7] In 1906 Where were 2 S04 ncres under eanc of

which 2 171 acres had been planted since 1904, {8) The Dircctars decided to creet a suspen-
sion bridge oeross the Umzimkuly river In order to allevite the cane transport problefs and

this was completed by May 1907. {9}

TABLE 51
Umzinkulu's Turnover, Profit und Return on Share Capltal, 19051908 (12]
Financial  Share Capltal Debentures  Tumover  Profit Retums
Year End [©) (¢} (5] ® on Share
Capltal
34/05/1905 27500 50000 1333 589 032
31/05/106 3200 0600 15291 7 054
31705/1907 2000 50000 1BOR  -19613 061
31/05/1908 32000 50000 27767 -17 8% 0,56

Note:  The financial yoar for 1905 was for 14 months and thereforo cannot be direcily
compared with other years, as {t docs not reficet 12 month’s 1rnding.

The Company contfnued its programme of upgrading anit tho arca under cane was increased

10 2 880 seres in 1908, Thy improvements to lhe cstale were reflecied in tho increasing

amounts of sugar produccd; prody toa rose feom 691 lons in 1904/05 to 788 tons in 1905705,

1400 tons in 15906/07 and reached 1958 tons in 1907/08. [10] ‘The poor return and inlgnsive

nature of Lea cubtivation lod the company to abiandan ton tn 1908 sd t concontrule sololy

upon sugar, [£1] "The improverients had required the eepondilare of kiege ariaunts of moncy

i stoioon” o
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and s was rellected 10 the poar fasncial postion of 1he sompany, which reeorded loses iy

che first theee vears amomonng Lo 119 613, The breakeven puiat was reached in 1908 whea o

profit nl K8 144 was secorded but this hud to be wsed (o nffsel the firge defigits of previous

earn

e seovmds Bt the pored 1909 to 1910 are met available and it is therefore impassibie 10

hart (B2 vompans § perhmame dunng tse sears (3 (Sowever it agpieits thad the enm-

L% remanad a0 a [resatn ot poution, 3¢ the Mandazd Hank iaspection Report of 1912

L e W w1 Dieen it Ui @ faIKE PRSI wf d05ets 1

R A T AT e it e g pesiton |1}

£ namels vt mansycrent asd an isatleient Watcr

Carewbonpaeda g s

< egarmt boopeons of the Fuard of ditetirs The

$%e et F wpame o wne the beskesen pount of $H0 ony ui et

lehag 0 st maesement 4he date {15 b a spesal report o 37

DR

08 e e n w1 shemnaiels Ot of s I fhes o J ont -

Hng e VO Lty T ke § ke ot Rt pne {165

$55 fnkaer « cqrthi ol aaons mont whieb playued (he e was b the 116,17 e
B iy i tams ot gt was ehtume | rom 6 ssres of cane [17] Chis was

shtesd by € 60 Smeth wht s Augual 193 staied

Tits vear they werw suffesing, from the fgenng vffen e of bad imunagement fo '

tenh o detcneration of crops [N
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The seeond jroblem was the result of the extremely low level of the Umzinkuly river in the

191617 seusan which mennl tha

Uhe water was full o impusities Usot clogged the tubes and
piptng of the boilers in (he mill, |19 This ied to a dehale from Janary 1917 smangst the
Board aver the removal of the factory to a sitc on the Umtentwen river. {20] The proposal

swoutd give them (he sdded advantago of direct access 10 the raifway fine and woutd el the

Company \o obiaia extra cane (rom planters alang the fine. (21] The debalo continues” into

April with €Stk pecssuring the directors 10 selosute the mil, According lo the minues:
C.G.Smith sated that he had not mzch of o elding n she Conzpany but he wonid
inesease s holding if there was @ proper seheme for the raising of eapital and

removal of the mitl, [22]

Huwever, the proposal floundered bocause of the problums, givea the record of the concern,

assuciated with the raising of the w.cessary capital, of sppsosimately £20 000 ta 125 00, 23]
Fucthermare, it was Tl yhat the Bosrd had ovesreactod and (hat in the 20 years of operation
un the Umzimkita site there had been relatively little expendituce as n result of bt ous

bulers from impurities in the water. 124}

“These problems and their inability 1o resolve thea lud the Buard (o decide unanimousty to af-
fer the Company 1o Reynolds Brothees Limited in July 1907 [25], widh Regnalds Brothers lak-
ing over (he Estate and milf as a yoing corcern, guying for the shores 21 por and paying off the
debionturcs, {26] Hawevor the negotiations broke daw in Ocloher 1917 becavse Reynolds
Brothers fell 1hat the price was 100 high for the fiem to be u viable business propasition. {27)
“The non-profitability of the concero, logether with the associated problems of low sugsr pro-

duction, bud manugement and the water supply, bed to the eventual disposal of the business.

In Apeit 1919 the Umadmkuly Estates Limited was pat up for auction and purchiased hy
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Reynalds Brathors Limited for £411600, 28] C.GSmith &, Co, Lid. then purchased the com-
pany from Regmakls Beothors on the 30 June al cost price, 29} There is wo menlion of o wuc-
tion in the board winuics of 19 April 1919, 11 is simply staled that Reynalds Brothers s
bolders o 38 691 shares, the remmining 309 shares being port of u deesased estale, had de-
cided 10 voluntarily wind up the company, {30] The acguisition of the fiem by Reynolds
Brothers in 1919 appears to be o contradiction of their 1917 decision, particularly as hey peid
an ndditions) £29 000 for the fiem. However, F.Reynolds was & baard moarber of C.G.Smith
% Co, Lid, and a personal friend of C.G.Smith. The sale of the company o C.G:Smith &
Co.lud within months of the purchase indicates thal Ve \raasiction wis entered into s be-

half of €. Smith, in order to o4t manocuvre Magdon and the other board members.

TABLE 52
Umatmiutu’s Tarnaver, Profit and Relurn oo Shace Capitad, 19141919 [31]

Financial  Share Capia{ Debentures  Tumower  Profi Retint
Year End 2} (0 [5) © on Share
Capital
3/03/1914 3200 001 - 387 012
31/03/1915 32000 40000 2509 5% 024
3/03/1916 3200 40000 %707 309 012
/031017 32000 40000 Ham 21 0,00
L0308 32000 40000 39037 -3866 012
31031910 200 40000 T 2868 009

The financial position of the company between 1914 and 1919 remained precariovs. In (95
the fow tarnover led to o s of £3 662 which, combined with the previous years fuss of 13876,
left the company with a debit bidenee of £7 532, In the 1915/16 season there was 1 masked fn-
crense in turnover and the compuny recorded u profit of £11459, aliowing the sccumulatod
Tossos 1o b welien off, and feaving a net profit of £3.927, The reduclon i profits i 1917 was
aresul of water prablems. 1n the lollowing year turnover drapped 8s n result of (he poot can-
dition of the cane and increased maintenancs costs amounting o £5 744 thal resulted i o Joss
of £3866. a 1919 ihe mainteninco costs of £11716 lud (0 losses despite the highest Lurnover

it i Hlstory,
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“The Lesn Yeurs: 19201939

The nequisition of Unteimkuli Estates by C.G.Smith & Co, Lud. was not endorsed by all the
dircetors, Frank Reyolds, In particular, fclt thal it was n burdon and should be sold, The

minutes state:

Sir Frank Reyolds was of ihe opinion that, as & going concers, Usnizinkailt is nat

going 0 be & suceess, el the best eourse woula b to el the assets. (93]

I an atiempt ta forestadl Regmolds” gredictian and (o place the firm 1 a prafitable position,
Uhe frechold fand smatnting to 3 393 acres was sold 16 soldicrs wh returmed from World War
One. (3] The reduction of expenss incuered, would cnabie the company 10 concontrale us
restirces Upon the leasehold Jand and the mill. This rafionslization increased confidence and

C.0.Smilb said i the Board amceting of 27 Janwary 1920:

Prospects next year with control exereised by S.F.Crookes, were distinetly bright, [34]

However the problems of processing sufficient canc (o reach broskevon point canlaed to
plogue the firm, C.G.Smith thea indicated that the firm was going 10 scll Umzimkotu Estotes

and in an apparent eontradiction of his previous statements suid:
He would propose at the nest meeting 10 gofrid of the facory either fa the planters or
10 anybody Who Will deal with it and finish it it as far as C.G.Smith are concerned.

They had never any interion of holding I, (35(

e

Smith's whirisical way of buying am selfing suggosts that be was 4 diffiexl collcagus nd

that his business methods were debatable - and not very efficlont,
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On the 31 March 1921 the Umvimkult Estalcs, comprisiag tho leaschold land and the eill,
was sold for tho sum of £50 000, [36] A new company was formed catled The Umeimkuly . ;
Sugas Company Litited, with 2 capilal of £40 000 and & debonturs issue of £20 000, (37}
C.GSmith & Co. Lid. received 35 000 shares asd the entiro dcbonturs fssuc in view of the pur-
chase price, the reniaining S 000 shares being subscribed for by the plunters at Umzis-
kulu, [38] “The 35 000 shares were the sold to C.G.Saith {in his private capacity), F.Brungkill
and N.bcKenzic for £30 000, divided cqually smongst them. 139 The involvement of

CL.Smith & Co. Lid. remained considerubic however, as in addition to the debentures, the

firm was owed £35 000 by the rewraod soidiers who had purchased the feechold fand. [40]
Clearly, C.G.Smith had a inherent faith in the estate with which he had been assosiated since
1504, o belief bis feliow dircctors did not share. He therelore continued his associatton with

Umaimkuta In bis peivate capacity.

“The formation of the new company under private mangement did not revive the firms for-
tunes and it remained Jn a diffieuil financial position, The Standard Bank Inspoction Report

of 1923 noted that:

1t would appear that the Bank has provided most, if ot afl, of the actual cosh re-
quired for the Company’s operations. I think the Company is leaning ioo heavily on

the Bank for assisiance. 1)

1n 1924, C.G.Smith was himselt 2150 of the opinion 1t Umzimkutu had not performed up to
cxpectations, [42) Smith wantet Reynotds Brothers to sequire the fism and o committee was
appotnted 1o investigale the possibitiiy, bul nothing came of the praposal. [43] In July 1924,
the majority of the shures held by the planters reveried to C.G.Smith & Co. Ld. as a result of

the planters inabilily 1o pay for them. [44] H Beunskill, ane of the founders, was also forccd
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thraugh financial dificullios to retura his sharcs. [45] This highhighted the failure of the exe
soldizr selllement sckeme with which both C.G.$mith & Co, Ltd. and The Umzimkulu Sugar
Compuny Lid, had assisted (o the bust of theie abiliy. [46] By 1925 the planters’ dobts (o
C.G.Smith & Co. Lid. excceded £40 000 [47), and aventually geew 1o approsimately £59 000 in
1026.(48) The masginnlity of (he estate meant that it had (0 be well managed but the planters
wore unabla to produce good yuality canc and this weakaned the frm's position, According to

the Bank Inspeetion Report:

The company has had an wnistceessfisl carcer and thelr fitnre prospects do not ap-
pear to be very promising as their propeny, which situated near Port Skepsiane, it
rather 100 far sonth t0 grow sugor with success, especiatly at moderaie or Jow

prices. [49)

“The Board realized that for the Company to be profitabis, the froshold land would havs to be
teencqired from the plaatoes. {50} The cane would otherwiso remein sub-standard and this in
tura would catinue 10 reducs the profitability of the milling oporatians, [5t] In arder ta fi-
nanes the acquisiion of the Irechold land, the shars eapital of the firm was increased to
155000 n the coursc of 1927, "The majar sharcholders were C.G.Smith & Co. Lid, with 30 966
stares; C.0.Simith with 12 367 shares and N.MeKenzle, with the remairing 11667 shares. [52)
In 1928, C.G.Smilh transforred his persons! shages 10 C.G.Smith & Co. Ltd. which incroasod
tho lniter’s hoding to 43 333 sharcs or 79 per cent of the total issus, [83] The firm was fiow-
over sill short of money and o capital was expanded 1o £80 000, C.G,Smith & Co. Lud, wold-
Ing 76 000 shares and N.MeKonrle, 4 000 shares, |54] MeKenzio's holding was acquircd by

C.G.Smith & Co. L1d, in the varly 1930s, resulling in Umzimkulu becoming « wholly owned

ary, 53]

“The problems of sustalding the flow of canc (0 the miff persisted as the suspension bridge

could only carry belween 400 and 500 tons of cane por dag. [S6] This mean) thal he
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‘profitabilty of the concern was soverely linsited, a5 it bad boen throughout the Gems history, by
he siting of the mill on the south henk of the Utnzimkutu eiver, This was cxaceebated in 1931
whe (he bridgs wos destroyed by (laods nnd o lemporary causevy fad (o bo sed wndl 1933

when resonatruction was completed. [57)

‘The Company's position impraved in the 1932/35 soason as & resull of dncronsed cane yieids
an tha estate which allowed the mill Lo produce morc sugar. [58] ‘This it appoars was the resulc
of the company purchasing the land formerly held by the ex-soldices. The retura to

profitability led C.G.Smith to say in 1933 thatt

He also wished to pay iibute to ihe iranagemens, wvder 1o control of Mr Choadle,

Jor the good veswits achicved: {59

However the praspesity 40 not continug and in 1936 there were again complaints about the

mismanagement of the estate. C.GSmilh stated:

Ouir experience at Unzimkul has made it the Cinderella of all the factories. There is

hot anather éstate in Nutol that has been so badly and vitally mismanaged. (60)

“The problom could not simply be aseribed to the management t Unzimkulu: the board wos
«qually responsible fot the state of the eompany, Canc had boen planted on iaferior lnnd
which had become exhnusted and fortilizer hud not been usod on (he lields walil 934, [61]
“The Board hud nover supersised o chocked on aporations and ns & resul (hers ses 3L norus
of cane in the 3rd and 4(i rotaon. [62) This incompotenes was perhaps (he restft of knawiag
that i€ (ke firm was In & fix, they would be bailed out by C.G.8mitk & Co. Lid. C.G-Smith

summarized 1he position well whon he safd:
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All along we have beer gving it another chance’, 115 olla mistake. There should be
1o stich thing as dth ratoons at Umzimiatks, 1 do not care if you say it gives you 20
tons per acrs one year, there showld be nothing done after the I ratoon but plough-
Iug out and replanting. Wi have cans hvs that Js 15 yers ol What a confession to

have to make if we had o sell the placel |63)

The failure to pursuc 8 programme of replanting meant thal the average return for (he
193647 season was anly 12 tons of canc per acre, compared 10 the industry average of 212
tous of cane per acre in 1936, [64] The local management of Umzlmkuly responded (o the
eriticism coneerning (ho low returns ond standard of management by arguing thal I was the
sesult of focusts and the sovore drought expericneed. [65] Furthermore, Mr Cheadlo pointed
out thul when he took contral i 1924 the yield per acro was 10,7 tons and this had been in-
croasey to 20 tons per sere in 1934, [66] Cluasly, Where is some merit in this argument but the
fact thal the estale had canc which was 15 years old, indieatos (hat Cheadls had been

ncgligent,

“The retorn per acre was afso hindered by the large amount of Uba still in production which
provided a lower yicld than the new variaties, Tn the 1936/37 and 1937/38 scasons, (e Com»
pany replanted 2 totel of L 346 acres with tho C0.281 and Co,290 cane vacieties 67, whilsc
overall betweon 1936 and 1938 a totel of 2 500 acros was replontd. [68) This progromeme of
ranewal insoted the continued viability of the frm but, raisod the problem of the crop valua-
ion which stood at £49 000 in 1936, a gross pver valuation. {69] Therofore the replanting was
undertaken without being capitalized in Ihe erop account and in 1939 was estimated al £49 15¢

for 5 600 acros. The tnsuitable lad e taken ot of produetion, [70)

The production of stgar al Unzimkulu inereascd by 346.2 per cont between 1922 and 1040,

from 2 908 tons to 10 063 tons. However the increast In production was below averuge, us
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within the industry as a whole, production rase by 4016 per cont, {71] The produstivity of the
astato was thercfore markedly lower than (he Induatry overage, os a result of Us 1 Lmannge
meat, Aler the revelations of 1936, the firm's operations improved continuously and (his was

coflected in the frmproved prodisction figures which Fmpacicd positively wpon profits.

E53
Umzimbkuty Sngnr Production, 1922-1940 {72)

(Year onded 3¢ March)
Year Sugr Yincremse  Year Sugss hinerense
(tons) (tons)
1922 2008 - ) 5163 42
1023 259 106 1933 702 3%0
w2 3503 ) 1934 6261 109
1025 2843 20,1 1935 481 22
192 3820 344 19% 5780 186
1927 3994 46 1937 I 43
1928 02t 08 1938 8273 73
1929 33 26 1939 8632 43
1930 dos 138 1940 #0068 165
1931 5368 207

“The Unrimkulu Sugar Co. Lud. recorded continial losses between 1922 nd 1934, o5 0 resull
af mismanagement and the poor siting of the mill. ‘The firm's position apgeared to be worse
than it actually was because of the aceumtated losses, which masnt tirad profts made in the
gesiod were uilizod 1o redice 1he accumulutod deficit, This s iustrated by the position in
1933 when the company produced a record of 7023 lens of sugar, the profit of which vras used
10 reduco the aceumutated loss from £21 935 1o £0 379, The posilion Improved from 1936 with
e extensive replaniing programme und this made a mojor conteibutiar (o the large profis ro-
carded from 1938, The rreavery was ided by the cancession obtained in 1936, In terms of
which, the concarn coud sell 000 Lons of sugar in the focal markat withot any export oblige:

tons, (73]
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Unmatmkulu's Turnover, Peofit & Return on Cuplut, 1922-(940 M}

Ve ShareCopitel  Tumover  Profc  Accumuniated  Retrm o
o [ ( Profit Share Capital
“©

92 40000 41032 13343 43548 034
1923 40000 43984 BT 23508 25
924 40000 8584 7347 16211 0,18
1025 40000 Mt 725 23463 0,18
1626 40000 6641l 3087 -2 551 0,08
g 40000 68 37 22769 009
1925 55000 M8 s 17104 010
92 80000 76 839 10551 6552 0,13
3930 80,000 71938 7149 -13702 0,09
1931 8000 02 3159 16858 004
o3 80000 63486 -50% 21935 006
1933 80 000 81718 12356 937 036
1934 80000 % 880 7 <2240 009
1938 80000 63004 251 206 004
193 8000 63829 1416 152 0,02
193 83000 73 250 000
1938 8710 98 126 16478 13438 0,19
1939 87500 104577 25438 14656 029
1940 87500 116245 28128 26128 03

Note: Figures are for financial yeae ended 31 March.

Concluslon

Umairakult was for most of s history & ‘Cindorelia’ Company, sithough it did become &

profilable concern in the late 1930s, The tenacity of C.G.8 ie shown by his refusal to
abandon Umzimkul in spite of adversity, He was instrumental in ossuring that C.G.Smith &
o, L1d, retuined Umzimkuli once they had acquired tho satire sharo capital in the carly
19305, porhaps 10 the detriment of C.G.Smith & Co. Lid, Lord Leverhuime also purchased
conctrs which did nol ahways help Laver Brothers; for axample, Mae Fisherics to hielp unem-

ploged fishermen, [75]

“The eruclal factor with regard o the company's difficultics was the mismanagement of the

firm as a resull of the negleel of both the local management and the Baasd, Cheadle ot the
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production Jovel failed to undestake syslomatic replanting of the cane, ‘The Bonrd was cx-
cossive in its delegation of suthoriy. This highligh'- =.G.Smith's preparodness Lo delegats
‘suthority tagether with his inabilly (0 supervise those in control wnd this acarly led o the

iems bankrupley.

Umzimkulu's sirvival can be aseribed la its association with C.G.Smith & Co, Ltd, which ul-

fowed h access (o financial rosources that it would otherwise not have obtained, 1l was

permiticd through this linkage to rccaver from mistakes thal, withont such recourse, would

have fod 1o its closure.
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CHAPTER 6

The Gledhew-Chaka’s Kraal Sugar Company
Limited

introduetion
C.G.Smith and C.G.Smith & Co. Lt were i dve § n v hor unsuceesslid ¢ v aws, nam oy
the Chuka's Kraal Sugar Co. Ltd,, the Gledlor. 1z« £ tates Lad. it - Mo L Meriy

a5 were merged b it the Gledbow-

Estates (Pty) Ltd. In 1934 these marginaf bus

Chakas Kraat Sugar Co. Lid. which proved (0 be  vory profits! - « vt

Cliaka's Kraui Sugar Compuny Limifed: (9161534

The Chaka's Krsel Sugar Company Limited ws forated fn 1925, with o shars enphal of
15000, {1] Tho major sharéholders were W L Reynaks with 7000 diares; C.G.Smilh & Co.
LAd. with 4 800 shates; Reynolds Brothers Lid. witk 1 S0 shares and Umzimkulo Estales Lid.
with 1050 shares. 12} The company was formed to acquie the mill on the Oaklonds Estate o
Umbiali, owned by H.L.Rcynoids. (3] Chaka's Kraal was purely a milling concern with no

plantations of s ovm, 4]

1n 1919 it was decided to move (e mill further away from the Uaihlali eiver sk 1 neroase
e mill eapucly from 1 500 lons to $00 ons of sugar per scuson. IS] This expansion was
financcd through the ealasgemen of the comping’s capital to £35 000; C.GAmith & Co, Lud.
purchastd 10000 shares and H.L.Reynolds, the farmer ovwriee, pucchased 10 00C sluees, [6) A

debenturc issue of £25 000 was nfso s, {7
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FHowever, the firm was plagucd by 1 esns shortage which reduced its profitbility, In the
1920/21 soason the company mado u loss of £15 %07 beeauso there wore only 10 doys of proper
erushing throughout the season, as a resull of the shorage of canc, {8] Furthermore, the
relocation ind expansion of the mill had been fnanced by o lou of £40 732 (rom C.G.Smith &

Co. 144, 19} Chaka's Kraa! was fced with a (iancial crisis and uccording (o the minutes:

C.G. stated it seemed (0 him, from @ proper business aspeet the fime should bs i

dates, bt there s & chance of rtvieving the positon .. 10}

C.G.$mith proposed (o the Board that the sharehiolders should abandon their shafes (o
€.G.Smith & Co. Lid. (11} Thers was gencral opposition to this idea amongst the dircectues
and 2 counter propasal was made that the shares should only be pledged. {12] This idea was
however eejected by C.G:Smith. {13) ‘The position of Chaka's Keaat was fopeless without the
support of C.G.Smith & Co. Lid. and the firm would kuve been forced fato liguidation;
Smith's would then have been able to b In Seplomber 1921 all the shares of Chaka's

Kraal were abandoned by 1he olher sharcholders o C.GSwith & Co, Lid. {14

Smith's now the solo sharcholders, cmbarked upon a bold scorganisational programme. First
Chaka's Kraa) and Addison Brothers-Gledhow mill were in close proximity to each other, and
were working part-time becaust of insufficiont cane, ‘The Chake's Kranl mill was clased down
and the cang redirceled to the Gledhow factary. {15] The eane was defivered to Chaka's Kraa)
and thes transported to Gledhow, with the lutter paylng fae the loading and railage costs, [16)

“This ugrecmant s contlatied i the 192122 and 192223 seasons {17}

Secondly, the programme of tramling dovelapment iniisted in 1920 to encourage farmers (o

plant suga-cano and thoreby solve the firms cene supply problems, was sxpanded. The
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ociginal don bag beon (o build a line of upprodmately 11 k., (18} In 1924 the tramline system
conslsted of a & km i along the Elcti Valloy and a 13 km inc ncross the Umblal river to the
Compensatian flats [19], st 2 estimsted cost of £50 00D, 20] This gave Chaka's Kraaf access to
9000 acres of canc fand. [24] T planters pakd botween 25,00, and 25,64, per ton of cane, do-
rondent upon the distanec, for the. usc of the fine, [22] The teamiine system was howover
Plngued by servitude probloms whnch were anly resolved in 1924 with the purchase of the Oak-
tands atate, consisting of 959 acces of land with 740 seres undor cane, for £27 000, [23) In

1928 there were 29 km of tramlines whish eventualty provided 12 006 acres of cane. [24]

Chaka's Keaal us o rosult of the fuctary expansion, tramliae desclopment and the purchase of
the Oskiands Estate, was heavily indobled. This wos eampounded by the debonture issut of
£25 000 which fel) duc in December 1925.{25) The Board decided 1o utifize this opportunity
16 consofidale the firms labilities which in addition to the debentures, included an overdralt of
58000 from the Standasd Bank. {26] A new debenlure issue of £75 000 was Moated in order
to unify the debis. [27] Howover tis i not sobve Chake's Kraals intacta) peobloms and the

Standand Baak repart of 192 sisteds

The position of the Company, is however wnsatisfactary, as an a fair valuailon of as-

seis the whole capital has heen lost and ihere is a large daficiency, {28]

The Company's finaneia! pasition remained procariaus in the laie 1920s dve io the low sugar
reice aud bad managereat. This led the Banrd to endorse a proposal in 1927, o Insorporate
Chaka's Kegal into the Movo Sugar Estoes Limiled. (29] However (his merger was sbandon-
e bocatise t would have required the investment of large sums of motioy in Sllovo. 33] Cloar-
1y the Board was oltempling to recover s lasscs and cortainly did ol want to Invest more

manoy.
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In 1930 Chakis's Keead was pincod fn a crisis situation when the Firm recorded b loss of
121 775, [31) ‘This loss wau aseribed by the Board to the local mandgoments incampetence and
Ied 4o the dismissil of the manager. {32} 1t appeacs that there was o shorlage of competont
personnel but tho compuny never thought of undertaking training programes, Similarly to
Urnzintkuly, bisd management was the result of knowing that when (e fem was in troublc
they would be reseucd by C.G.Smith & Co, Lid. Furthermore, the fiem also owed C.G.Smith
& Co. L1d, an amount of over £83 000, [33] Theso factors led 10 o debate amongst the Banrd
members as to whether Chakn's Kraat needed (o be rostructurcd or liquidated, a problem
which had 1lso been encountercd ot Umzimkulu, The closure of Lhe company would have
mennt & substantial Fnancial lass 10 C.G-Smith & Co, Lid. and wouid alsa have beoa @ major

psychological blow, C.GSmith made his position clone whien be sald:

Whatever difference of opinion there waybe in connection with Chaka's Kraal, the
foct rewqwins dhat we keve a factary there and C.G,Smith & Co, have advanced over

£160 80 10 buite p 1has foctory. |4)

39 1930 the firm was reorganised with s share capitol of £100 506, {35) The major sharcholder
was C.G.Smith & Co. Ltd. with 99 265 shares and the remaining 735 shares were issued 1o the
Board members. |36] C.G.Smith & Co, Lid, were owed £63 523 by tho compsny and (his was
seduced 10 £40 035 through the cancelation of the intorest paymonts, [37) The original share
cagital of 35 000 was also written off and this left a debit balance of £5 035 owing to
Smith's, [38} The new sharc issue was then utilized to liguidate fuether liabilities amounting 10
£91 195 and pravided Chaka's Krual with £8 805 for working caital, [39] Chaka's Kraal had
consumed £18% 518 provided by C.G.8mith & Co, Ltd. This Hlustrates once agin that
C.G.5migh's business methads were debatable and seldom In the best interests of C.G.Sarith &

Coltd,




- B pwor wgr v

Poge 99

Following the resiructuring, the company recorded modsst profit of £3.965 in 1932 ond 5 (94
in 1933, {46) Howewvor, Chake's Kraal remained in 0 margina! position bheeavse of its reliance
on phinters for its cano and this dopendonee did nol allow it to make substandlal profits, in-
vestment in the business had bocn tadertaken on a large seale ad had possibly led to i being
avetcapitalized. Chaka's Kranl survived because of C.G Smilh’s teaucity and (he access il en-
Joed 1o Uhe financial resources of C.G.Smith & Co. Lid, perhags to the detrimen of the -

ter, tn 1934 the fiem was incorporated in the Glodhow-Chaka’s Kraal Sugar Co, Ltd.

Gledhow Sngur Estates Limited: 1916-1934
In 1920 F.Adison sold the Addinglon Estale, comprising 1 mill and 12008 2ctos of cane landl
\a a privite consortium for £200 &KL {41} The Company changed the pome (o Addison
Brothers Limited and issucd shire capita! to the value of £61 000 §42), divided oqually among
the six sharchalders, samely C.C.Sesith, FReynolds, C.J.Crookes, S.F.Crookes, J.J.Crookes
wd W.Poarez, {43) The firm also ssved debentures (o the value of £100 000, allccated to Ad-

dison In part payment of the purchase price, [44]

The Company utifized 6 000 acres of (he estatc for its own planting operatians [45), and the
remining 6 000 aeres were leased out, under @ settlement scheme for retumned soldiees, [46]
Non-economic faclors lod them to hisc ol the land when they weee short of cane. This seltle-
ment scherac was probobly undertaken at the request of C.G.Smith, who had initiated a

simiftr scheme at Unaimkutu Estates Lid. [47]

ABLE 6.1
Adilison's Prafit & Return on Share Cpital, 19211923 49|

Fingnclal  Share Capital  Deberttures Profic Retiim Share
%] ® @ Capiral

Year End

31/03/1921 61000 100.00¢ 2372 O
31/03/1922. 61000 100000 62109 -098
31/03/1923 610 103000 15049 028
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Addison Brothers milling ogorations wero hampercd by & shor(oge of cane: which was ovor-

cama to a dagree by the canc obtained under agrovment from Chaka's Kraal I tho 1921/22
und 1922/23 sonsons, 48] However, (he Company was Utsuccessfu fn s first threa yoars of
apeeation and aceumblated a doficit of £77 158 which cffectively anonnt that the capital way
Tost. If Addison Brothers had not boen highly geared then i woulkd nol have made losses; 3

would have made smalt profils,

Adison Brothers was also badly manged, a problent whicl appears to havo bestt most firm
with which C.G.Smith was associnted. In 1924 the Company's position was furthes 1ins
demined by accusations from planters (hat chey bud boen undorpaid for came delvered (o the
mill, The bosis of theso clafms was that in 1921 (e average toanage per Lruck was 3 lons 123
tbs, in 1922 i decreased to 2 tons (43 bs and in 1923 was 2 tons 1101 dos. [50) The differcnce 1
berween 1921 and 1922 was 1685 Ibs, and betwesst 1922 and 1923 & wos 1027 Jbs. I$1) In Feb-

ruary 1924 an employoe of th firm pleaded gouilty in the Magisirate’s Court to foking the 1

whights on the weigh-bridge and chimad it had been done on the instrsetions of the tocal

manager. [52] The Dircetors condusted tests an the woigh-bridgo in June and eoncluded that

the average discrepancy was 300 1bs per teuck, {33} 1t was decided 10 reliows tha manager of
i dutiss, [5¢] The mattor sas setdhed when the Board agreed 1o pay plantszs on the basis of

300 Ibs per (ruck for the 1923724 scasom anly: [55} s

Ascording 10 the minuses the Directors derided in 1924 10 sesirbcture the company in order lo

soflect lhe fulf vaiue of their intcstimtant, {36} However, it sppears that Whe real reason for the

Tourganisation was (o increnst che working capital, The Gledbow Sugar Estates Limited was

formed with « squity of £(89 000 (57}, and subscquently incronsed to 1246 000, 158] The

debenturs issue of £100 0K was retainod by s ncw company, £59) The shases wero divided -
eaqually amongst the six membees of tho syadicats, The Crookes' ucquised F.Reynolis holding

upon his death in 1929 nd W.Pearce sold s sharcs fo thes in 1933, [60] This meant thal the
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Crockes' contzolled 205 000 shares and C.G.Smilh, in his personat capacity, owned 41 000

shares in Gledhow. [61]

The production of sugor ol Gledhow increased by 166,8 per conl belween 1925 and 1934, from
7292 tons o 19 459 4 ans. [62] Thisincrsase was limited to somo extent by 16¢ continaed cic
shortage, but it was above the industey average of 1425 per cont,[63] The increasod produc-
ton impacted positively upon profis between 1927 and 1933, althoag they did fluctuats,
Gledhows financiat position appears to be hettor than i actually was beeavse the £ . amulzied
deficlt which wos substanint, i not nvsilable, {54 ‘Fhe amalgamation offered the prospect of a

clean siate and the possibility of higher profits which the Dicector's nalurally acceptod,

TABLE 6.2
Gledhow'y Profit & Retrn on Shuee Capital, 1927.1933 {65]

Financiol Cophat  Debentwes  Profit  Retuen Share
Yeor End © [t:) ) Capital
3/03/1927 2600 10000 35047 0
3031028 6000 109000 3124 001
M/O/92 GO0 100000 43062 618
JOUI HG000  100000 N *
/031930 246000 100000 19059 003
SU03/1932 26000 400000 15302 006
9B w6000 100000 1952 008

Note: * denotes figure unavailable.

6w Lu Mercy Estates (M) Limited: 19271934
1n 1920 the La Merey Sugar Estato as purchased by a syndicate for £300 000 [66] Howsver
the Company went into iquidation as & resull of mismanageatont and was nuctiocd in Jan-
ary 1927, (67] 1 ras aequired for £80 000 by u consortinm hesded by C.GSmith, (68) ‘The
Company s rostructured with a capitol of £25 000 and renamed the New La Merey Estates
(Pty) Limited, {69] The major sharoholders wers €.G.Smith with 9200 shares; B.Erlkseo, o

merchanl, wilk 3 000 shares; A.W.Dickuns, a director of Smith's, with 3 000 shares and
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C.GiSmith & Co. Led. with 2 600 shares, |70} T tho first (wo years of operation the Company

made modest profils smounting o £1 931 i 1928 and £243 n 1928, (1)

The Board consisting of C.G.8mith, E,Eriksen and A.W, Dickens however realised ihat the. .
milling oporalions were too small ta be profitable. (72} Thersfore, when they wert. ap-
roachod by the Tongaal Sugsr Compuny Lid. it May 1931, they agreed 10 seil the mill and
freehold land amounting (0 1700 acres for £72 500, {73] The firm bocame exclusively  plont-
ng conecr, with threo farms, aamaly Hillbrow, Hillindale and Biphinstowes and the canc in
toems of the sale was sspi 1o the Tongant Sugar Co, Lid, {74] The Eliphinslows sstate althangh j
Limited. |75} [n 1934 the Company became part of Use amalgamation which resulted in (he

managed as part of Now La Mercy, was actially a scparate company - Eliphinstowe Estates H
Gledhow-Chaks's Kraal Sugar Co, Ltd, l

The Gledfow-Chnka's Kroat Sugar Company Limiteds 19331940

The Gledbow-Chaka's Kranl Sugar Co, Ltd, was established on the 13th Sunc 1934 with an

e wikh

ssuod share capital of £600.000. [76] The niajor shareholders wore (he Glodhow sy
360 000 shares; C.OSmith & Co. LId, with 157000 sharcs; the Now La Morcy ownets with
23000 shitres; A.W.Dickens wilh 9 500 shares and the Eliphinstowe awners with 3 500 o,
shares. (77) This meant that the Craokes” eantelled 57,9 per cent of the share issuc or

379 998 sharcs and C.G.Smith & Co. Lid. controlied 31.8 per eent or 193 000 sharcs.

The firms also issucd debontures of £200 000 and the major subseribers were Reyolds
Beothers Lid, with £50 000, L.F:Reynolds witk £50 000 and M.Regiolds with £50 000, 78]
This fnvestmont of £150 000 by (he Reynolds’ was probably undestaken in order (o help

Smith's und (he Crookes® with whom (hey co-operaled throughoul the inter-war period.
B
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The smalgumated compary was comprised of tho Gledhow Sugar Bstates Ld; the Chake's
Keaal Sugar Co. Lidi the New La Merey Estles (Ply) Lid, and tho Eliphinstowe Estates
11d. 991 The firm possessed Lwo mills, samoly Chaka's Kraal and Gledhow; 19 114 acres of
and, of which 15080 acres were planted with cans and a tramline system of 128 km [80) The
merger peovided the firm with more lend on whith (o txpand canc production and enabled the.
cancern to disribute (he cane suply so (hat both mils could work at full capasity, and offered

the prospect of ncraased profits.

The prospects for the expension of the cane growing aspacts of the bissiners wers gromising
fallowing the formation of Gledhow-Chaka'’s Kraal, Ja Decomber 4933 the Glodhow syadlente
had begun 4 irrigation scheme. of 200 scrgs af stgar-care which was cut in the 1934/35 season
and producad sn averags yiold of 39 tans per acre.[81) I 1936 ths svorage yield per acre, for
the sty ns & whole, was ouly 21,2 fons, [82) Therefare tho fem cxpanded the area of eanc
uader ferigation and by 1936 il encompussed 700 acres. [83] Furthermore, the project had anly
cost £3 000 becavse the Umvali river lowed through the middle of the estate. [84] he groal
‘potential af the scheme was severcly Hmited as a resull of the imposition of quotas within (he

sugar indushry in 1936, {85]

The Company had to reformulaie is strategy in the wako of the 1936 restrictions on produc-
Uon. Firsl, the fire inherited iolds which were cxclusively planted wilh th Tow yielding Ubs
canc varlely, but by 1940 Uba constituted only 25 per cent of (he plantations, [36] Tic now
variaties (hat ware udllized in the raplanting programme produced greater yields and this
forcad the firm to redice the Lota! area wnder canc. 87) Secondy, 1he concern now had -
uscd fand and (hs Lod 10  diversification in crops, By 1939 a total of 95 000 Selfgre gurt trec
tad been planted ut Chaka's Kenal and 16 000 ot Gledhow. (88] A tatal of 350 acres of maize
was also grown and was bsed 10 feed (e fabour force, thareby redcing overheads. (89) Third-

1y, the £200 00G dehenlure issue had originaliy been Roated te provide 1he company With suui-
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cfonl money to oxpuad its planting Interests. (90) Howsver the rostrictians prevented the
Bourd from implementing this oxpansion azl in 1939 it was decided Lo utifize (ho surplus

funds, to reduce (he debentures by £160 000, (93]
Sugnr production at Gledhow-Chaka’s Kraaf rose by 73,7 per czmt belweon 1935 and 1940,

from 30 §61 tons to §3 690 Lons, The rise of 254 per cent i 940 was a1 & result of the British

roqest for whatover sugar could be produced.

TABLE 63
Gledhow Chika's Kruals Sugar Production, 1935+1940 (92]

(Year ended 3¢ March)
Yer  Sugor Fincrease  Yoar Sugar % increase
(tons) (tons)
1935 30361 - 1028 38561 -4
1936 33912 175 93 Q86 JERY
937 Ry 88 1040 53690 254

The Company praved to be a very profitable ventiro in the six years of aporation betwoen
1935 and 1940, 1f there had bean no rostrictions on production prior Lo 1940, the profits would
probably bave been higher. The reason for Lhe decline of profitsin 1936 i not knaws bul the

reduction of 1938 was due 1o the drop in the average price of sugar.

TABLE 64
Gledhow-Cliska's Krual Turaover, Proflt & Return on Share Capial, 1935-1940 (93
{Yzar ended 31 Mare)
Year Capital  Debentures  Tumover  Profit Retim on
[} © ® (& Share Copitat
1938 000 200000 08147 n2 33
193 G000 2000 409713 49200 003
1937 60000 0000 483008 93127 0,46
1938 600000 200000 464101 53970 009
1039 G0N0 20000 SISOTL 8231 o
1940 G000 10000 598498 LBSLT o
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Conclusion
The istory of Chuki's Krnal prior to 1934 was very similar to that of Umaimkulu, 55
C.G,Smith kept the business afloat when it should have bean closed, The Company relied
upon planters for lts can supply and his dopendenco prevented i from making substantiol
prafits, Gledhow was purchinsed al an inflated price ond the heavy debt burder prevented the
company from brcoming Ginancisily viable. Those probiems were overeoms with the forma

tion of (he Gledhow-Chaka's Kraal Sugar Co. Ltd, which was a vory profitable venturs,

Prior (o 1934 the firm’s tended cither 1o be over-capilafised or (o have underestimated the
custs of oparations, Furthermore I 1ook over len years (o reach profitability and then only 25
& rosisl of political fntervention, Therefare it soonts thut £..5mith and the Crookes' were

ol Yery competent in thair wamagement of tho business - ek played a mojor rofe.
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CHAPTER 7

Smith’s Coasters

Intruduction

During the sourse of the 19th Centuiy, with the diseavery of diumonds and gold, overland
communications improved, carga traflc inereased and with it the demand for caastal shipping
then aitracied 1 large aumber of shipowners, Tn 1895, Durban was finked via a railway line (0
the Witwatersrand |1} The inercaso in eargo was of such a magnitudo that the decp-sea liners
engaged in internmion.d trade found it profitable to engage in cosstal tradg as well, Tn 1852
the General Scrow Stcam Shipping Company of London, beysr 2 stean cosster service to
carry mail between Cape Town and Port Natal. 21 The (< shipment f 40 tons of unrefincd
sugar swas carried in 1861 by the ninety ton ‘Natalle! from Umkomass o Durban. [3] The
saving which cossters offercd the sugar planters of this particular area was substantial,
amiounling to £2 45 04 for cach ton of sugar transported to Durban, [4] The service was, bow-

ever, terminated witkin 2 couple of years.

I 1838 C.G.Smith weat into business for himseif and began buying and distributing sugar and
cattle along the Natal consl. These business venturos rsquired an effective distribution
network which led 1o Smith's move into the coastor industry and to the formation, establish-
ment and adaptation of his coaster iaterests, which was a profitable busincss venture in the

interswar years.
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The Buely Vears: 1480-1914

The need for a regular caastal servico for sugar-cane plantors was highlighted by tho planters
‘meoting al Usnzinio in November 1338, which volod 10 support a shipping company if one was
ficated. In 1889 C.0.Smith purchased (ho 90-ton sicamer ‘Somisoy’ to sagage in consting
nlong the Nataf south coasl. (5] This may to some cxieat have been motivated by the provious

yoar's plantess moeting,

The demand for & caaster service oa the south coast expended and the lacreascd traffic Jod 1o

the expansion of Smith's fleet, Until 1901 when the railway line was camploled the ‘Somtsew

transported sugar from Posi Shepstone to Durban. In 1896 the 150-ton steamer ‘Unzimvubn'
was bought (o handle traffic belween Port St Johns and Durban. The i91-ton sleamer
“Frontier’ was acguired in 1897 to roplace the ‘Somtscu’ and together wilh (he "Umzimvuby

provided coasting servicos as far a5 East London. The increasing possibilitics for constal trade

e 10 the acqulsiion of the ‘Pengul’, & steamer of 243 tos in 1903, but It was wrecked on the

Natal cogsl in 1906.

‘When the raitway reached Port Shepstonc in 1901 and ensured spesdy transportation of goods,
the need for ports on the south coast receded, Moreaver the coasters were beset by a number
of problems i terms of aceass to rivers. First, the lack of navigabla rivers confined (heir fn- .
fluence to the development of coastal arcss. The Brecde River was navigabls for 48 km for
vessels of less than 150 tans, |6] Second, the railway beidos across e rivers were builc o low
that consters could not pass bencath them, {7} Sandbars were a futther problem, which in
erensed, as cach rivers catchmenl area became sottled The ertonsion of agriculture as a resule
of port facilities Inereased the sil content of civers and blocked their mouths, (8] "The cxpan.
sion of the vailwags and the high eosts nvolved in comaving the sandbars mean! that the probe
lem was not tackied. Port Shepstone was restricted 1o vesscls with a dralt of 2 metres or lesy

i order to pass over the bar and Port St Johas was eventually abandoned beeause of the prob.

Tem of erossing the sundbar,
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However, the closure of the ports on the soulh coasl was compensaled by soveral factors.
Fiest, the cepansion of (he ceonomy led after 113 to the increasing use of the consters for the
redistribution of sugar from Durban Lo East London Sccondly, u regional trade with

isted a5 & resull of the Rinderpest which Irom 1897 annihilated cattle

Madagasear was i
herds in Notal, [9} Sith bogan to use bis wousters to transport calle (ram Madagasear to No-

tal ta moet his govenment and military contracts 2s well1s for work on (he sugar estates. 10)

The importation af axen was canskdorable between 1898 and 1899 Tollowing the outbreak of
vindorpes: and between 1902 dnd 1903 alter the Anglo-Bacr War, 'This trade was nugmented
by the importation of sugar from Mavritius which provided a profitable supplement o the
caltlo trads. AMhough the cousting interesis werc started as a sorvics for C.G.Smith's other

business interests, they pradually gained a momentum of thelr awn,

Nala) Imports from Mauritias nad Madugascar, 1896-1964 [11}

Year aurlis Maviegasear
[} © Oxen
189 7502 5% .
1897 20480 s -
1998 6920 4584 212
159 2486 9809 2462
1900 . sor 1198
1901 923 2311 81
1902 1630 94 489 205
1903 12328 67650 16463
1904 B 8609 2103

The period 1904 (0 1914 saw an overal contraction in the conster industry, with a downturm in
the coastul trade of botk sugar and caltle. Smith's survived through its involvement in the
regional trads. On the eve of World War One the constal business was not particularly

profitable - & fore tasie of whot was 10 coms in the 1920s - beenuse of railway competition,
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Tn he 19205 (he coastal shinping industry passed theough a msjor crisis which forced a rudical
re-organisation of the indusiry, First, It suffered from the tegacy of (he Seu Competiiive Rafl-
way Rates. Thase rates, Gest fntroduced by the Cape Colanial Govorament, wert setakned by
the Union Government under \he jurisdiction of the South Afriean Railways Administration
from 1911, This legislntion involved charging raitway rates which wore below the shipping
entos for the constwise movement of commoditics. ‘The initial toason for the policy was to
utllsc underutifscd vailway rolling-stock capacity. [£2] Tn addition 1o lower s, e railways
cantinued 16 expand and impeove scrvices which maant that firms seat goods by rai in profer-
ence (o consters, The railways transported high tarilf froight, such as faodstufis and fiquor,
Yeaving the coasters with Ui low arHT bulk cargo's of sugar and papsr. This curtailed their cx-
pansion nto other goads. The Sca Competitive Railway Rates applicd unlil 1954 wheh they
were abolished becouse they involved an uncconomical serviee that could no longsr compete
With rond Iransport, The Sca Compeiive Railway Ralos were largely responsible for canfia-

ing the consler servics to Lhe transportatian of sugsr and paper in the period 1908 10 1954,

Stcondly, the conster industry suffercd badly from tho goneral depression of the 19205 ond
1930s. Tho shipping degression was duc to caliway tates, forcign interlopers and the roturn of
ships used in the war which meant a sudden surplus of ships and a conscquent deo in freight
rates. Tn 1918 the South Alrisan consling fect consisted of 12 ships. (13] Saith in the face of
Ihis adversity, Streambined his fluot by reducing it frant four ta twa ships by 1922, with the
more ceonomical 648-ton ‘Karin’ and 1200-on ‘Kate', purclissed for £5 489 and £6 500 ruspoc:
tively, replacing the ‘Unzimvubu’ and ‘Fronticr’, [14] Because of the incronsing demand for
sugar the firm expandd 1s business by offerlng a servic to Port Elfzabeth and Knyena in ad-
dition to the teunsportation of sugar underlakea by the “Karin’ between Durbon and East

Lordon,

The coastal industry was kept allot by the cxpansion of the sugar Lrade, especially Lo the Cape

Provinee where (he cannery and spirits's industries wer Jocated, In Lhe £1 year period be-
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tween 1916/17 and 1926/27 th plion of sugar by the i vose by 587
per cont which was of consideruble imporlance 1o the viability of the coasting indusiey. |15)
The company retained is consting inter sis beeauso it feared that the conforence lings, if iven

2 monapoly of the Cape: rin, would raise the sugar freight rates. [16]

Durlng the 19205 Smith's isvolvement i reglonal trado continbed, but on a smaller scalo, The
“Kate' in ddition to carcying sugar o the evastal route, raded betseen the lndian Ocean is-
tands and Dusban. {17] However, trade dotreased because of the ccssation of catle imports
from Madagascar and the decline of sugar imporis from Mauritivs. The trade declined with

Madagascar by 79 per cent and that with Mauritius by 80 per cont.

TABLE 72
South Afrlean Trade With Madugascur and Mauritivs, 1921-£929 [18}
©

Year Madagascar Mauritius
mpos Expons  mons  Exports
21 4906 8150 294175 13350
102 2152 L103 7754 14897
1922 2016 256 167649 1043
1924 9058 W% 101861 11706
925 19409 8033 6 461 15579
1926 28155 10272 75 088 2572
1927 10230 308t %6333 259
1928 649 8957 73289 1%
1929 368 9261 8129 157

Although the livestock business had been the original motivation for the firm’s involvement tn
regionat (radg, in the 19205 Smith gave the livestock business Lo bis manoger and co-dicectar
G.P.Denhin [19], and concentraled upon the sugar business, This, caupled wilh the decline of
trads In genoral, lod Smith to withdraw from regional teado by 1930 when the sompaay dis-

posed of (he sleamer ‘Kale',
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“Tiie Period of Unfale Competltion from the Raftways: 19271940
I 1927 the consling inleresis of C.G.Smith & Co. Lid, were separated from the pareal cuttpa-
ny ta form & new firm, This was done because of the aced for capital and a separate manage-
ment team to ealer for its specifie interests, Smilh's Coasters (PLy) Lid. was founded on lhe
11th April 1927 with an issucd share capital of £40 611, |20) “The major sharcholdars woro
C.G.Smith & Co. Lad. with 25000 shares; Dreyfus & Ce., Morchants, with 7 500 shares:
Storm & Co., shipping agents, with 6 000 shares and E.Erikson,  merchant, with 2 000
shares. [21] The shares ware lssucd (o thess Firms because 1hey were the major clients o
Smill's Consters. “The company commenced operations with twe vessels, the ‘Karin' and the
“Kate, The Karin', however, fouadered oft Durbac on the 22nd Octabee 1927 which rosuhed
in 2 capital loss of £4 050 [22] Two vessels were added 1o the fleet in 1927, the 730-ton
“Homeford' and ‘Mead, Both vessels had buon Q ships during World War One and were pur.
<hased (or £7 135 and £6.040 respectively. (23] Smith's withdrawal from regional Leade meant
that the fiem concentratod exclusively on Joal trade which was predominantly the \ransporta-
tian of sugar, “The smatt fieet of throe vessels maily ltmsparted sugor 1o the Cape parls, but
the tack of return eaego reduced profitability. During 1928 and 1929 the Kate! wes lnid up for
a total of sixteen moaths and then Lo avoid further losses the vessel was seuttled in 1930 which
meant a doss of 9 114, (4] Tho Grent Depression, logether with rallway rutes, reduced the
volume of eargo (0 such an extent that there was 1o need to replace cither the ‘Karin' or the

"Kate',

In 1933 there wus an uplurn o5 o result of the demand for sugar from Uhe fruit canneries of the
South Western Cape. [25] The sugor and paper bound for the Cape wes carricd by Smiths
and Alrican Coasters respectively In terms of o gentleman's agreement. (26] The expunsion of
usiness in the nid 1930 leu Smiths Costers (o inevease its eapitai base in order (o acquire
more ships. The Company issued un additionnl 29 389 sharas al 10 shillings a sharo, Which

yielded £14 694 towards fnuasing the acquisttion of twa aew shigs. [27] The major sub.

s




PRRMSR, W W N gy P g,

Page L4

scribers to he 1935 lssue were C,G.Smith & Co, Lid. with 9333 shares; C.G,Smith with 5158
shares; Dragfus & Co, with 4 137 sharcs; Refinorkes tuvestmeats with 3 000 shares and
Storm & Co, with { 388 shares, 28] 1n 1937 a further 20 000 shores were isgued, C.G.Smith &
€Co. L4d. taking 9 809 shares; Dreyfus & Co. laking 3 325 sharcs; Storm & Ca. luking L1774
shares and C.G.Smith taking ¢ 474 sharos. {29} The sharo capital of the company now
smuunted 1o £45 000 with 90 000 sharcs having beew issucd, The twa now ships were the
1010-on 'Naboon® which cost £22 977 and the 1 010-ton 'Gamlcos’ which cast £27 506, [30}
The ‘Nahoon' commenced trating in 1936 and (he ‘Gamines' in 1937, These Iwo vessels were
the first ships whih the company had specially bk, "Fhe ships were commissioned al the first
real growts poin in the constal trade since 1914, 31} The ships Incoeporated in thei design
casy londing, storage and unfoading features following an overscas trend hitherto Unknown in
South Afriex, [32] During the intor-war years Uhote were seven coaster companics n South
Alrican waters operating sistean constars with 1 total tonmage of about 7000 tans. {13] Three
companics handied the major sharc of the coastal (rade, namely Theson's Steamship Comya-
Ry, African Coasters and Smill's Coasters, ‘The Soulh African Railways and Habotrs opera-
ted thes ships for external trade, giving South Africa 2 lotal mavitime tomnage of 22 000 tovs

in 1939, 134)

However, thls sxpassion of constnl shipping needs ta be placed in perspective, Por instancs,
he total South Afriean tonnage i 1939 was less than Uhe tonnoge of one of the Urion Castle
mailships operating al (he lisme, This was because of the nature of the costal enrgoes as
resul: of the railway rates and the size of the markot both of which restricted the growth of the.
South African macilime tonnage. In addition Smith's Consters cxperienced & numbee of other
probloms at this Gime, First, even on the rogular raute (o the Cae, the seevice wis lercguler
and slow bocatise the servico speed of ine knots meant that delays could ot bo reeoupod, [35)
Secondly, Smitk's Coastors expericneed nmerous and expensive engine problems with (he

"Mead",

e




T > s g -

Page 115

“The fnaucial fortunes of Smith's Coasters were 10 a largs axtent, Fnked (o tho soastal trans-
portation of sugar. A vitnl sogment of this market was the uncfacturing indostries,in partie
ular fhe cannery andl piit industrics of the Cape. Tn the depth of the depression, the sugar
consumptian of masufacturing dropped and Smith's oxperiencod fnancial dlfficultios, The

gradual § in ion from 1938 With a rise in Smith's prafits.

Theesfors there appears ta be a finkage betwres the onsuaption of sugar by mamufacturers

and Smilh's profis i the pre-war poriod. 36}

3
‘Smitly's Cousters Turnaver, Probit and Return o Capital; 1928-1940 (37]

Financial Year  Share Capitel  Tumover  Net Profit Relum Share
Endedd © ) © Capital

31/1/19% a1 4891 9313 023
31717129 0611 34411 %7 002
31/1/1930 4061 08¢ 142 003
31/1/1931 061 31299 5919 0,14
31/1/1932 40611 3063 <1609 003
31/1/1933 20305 25210 4408 022
31/1/199 2035 31364 7784 040
30/6/1933 35000 47098 12104 034
30/6/1936 35000 0135 8577 025
20/6/1937 45000 /WL 8492 0,18
%/6/1938 45000 60080 9294 020
30/6/1939 45000 66947 9071 020
314371940 45000 186 1033 023

Notgs The financial enr chasged in 1935 and was seventeen months fong in that yoos, The
financial year changed again in 1940 and was only nine months long for dhat ear.
Hencs the financial position of the firnt in thess two years eannot be dircelly com-
pared witk otker yoars, as Uhey do not sefléct bwclve months trading

I the 13 eors from 1928 ta 1940, the firm recorded losses in only three fnancial yoars, The
Toss of £9 313 dectarod In 1928 was the result of the Mounderlng of the ‘Kara' off Durban in
1927, 'The low profits recorded in 1929 and 1930 respeetively weee a resull of reduced turn

over and mochanlcal problems cacountered with the 'Kate', The £5 919 loss for 1931 was 5
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sesull of the scuttitg of the "Katw” and poor ceanomic conditians, which, cotpled with rodueed
turaoer, wore rosponsible fr the poor performuncs in 1932, Tn 1933, dospite tha decrouse in
turnover, overhads were reducod and a profit of £4 498 was recorded. “The firm produced fn-
avcasing profits through the 1930s. From 1937 Smith's embacked upon an advertising
cumpnign which continued until 1941 and this may have hefped (o boost tarnover. See Table

7.3 for the douifs.

Canciuglon

C.G.Smith had enlered (he cmbryonic consler industry to provids a service (o his other busi-

i
{
i
¢
i
J
ness venlures, The firm had engaged in bath lacal und regional trade before 1930 aid had }
coneentrated upon eattlc and sugar, {n the 19205 C.G.Smith & Co. Lid, remained in coasting , *
primarily beeause they foared that, if the Conferonce tises were cespaasible for the delivery of |
sugar ta the Cape ports, they would saise the freigh sales and this would then reduce the :
profitobifity of C.G.Smith & Co. Lid. Tn 1927 the firm had become 2 scparale onfity beeatse v
of the nced for copital and a separate team to eater for its specific nterests, Between 1927 and
1940 Smilh's Coasters ad concontrated almost exchusively upon the focal sugor tesde, largely e

as a result of the railway rates. Smith's Conslers was one of the most suecessful business ven.

tares of C.O.Smith & Ca. Lid. in the inter-war period,
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Conclusion

“The international commodity trade was sobjeet to Rundamental chango in the intarewar poriod
a5 1 result of Use fnstability of priasary product pricss, Intornational fnlercourse was n-
ercasingly subjeet to both blfatcral and mulilateral agrecmenls in 91 shtempt to provide
stabifity, Production was out of step with demand and this averproduction erisis was ox-
scrbated by the technotogleal tnnovation in the developed nutians during the period. The
intor-war period was characlerized hy very siow growlh in the 1920 and stagnation in the

10308,

n this hostle cavironment the sugar trade Was increasingly characlurized by arif protection
and preferential access agreemants which compoundd the industry's probles, The inabiity
10 obtaln consenss smongst all the produccrs moant that sugar prices foll dramalically in the
Inlseawae yoars, 1 contrast (o he commodity teade in genceal, sugor expesicuced o price
dacline from 1920 until 1937, This ecisls fed (o the Inlernational Sugar Agreement of 1937
which was endorsed by all the praducing and consuming astions. This agreement led to o

price sise and to some stablfity within the industry.

Soutk Alrica became a act exporier of sugar in the period afthough its contributlon remained
Instygnificant fn the Intornationsl contnsl; sising from 0.8 per cont of world production in
1920/28 (o 1,8 per cent in 1939440, 1] As occurred Iy other nalions, the South Afsicim sugar
industry was abe to survive becaitse of Gavernnest inloyvention which provided it with pro-
teetion and n saptive home marke(. Howover in excharnge for 1his consigteration by Govern.

mesl, the Indusiry was subjected to a fixed prics and in the 19308 had o introduce Grade 2
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sugar. The captive home market allowed the indusiry to finsnc its export markel which wis
eided by its prefeential accsss 1o the British and Canadion markets. South Aftiva was 10 8
farge cxicnt insulated from the instability which characlerized Lhe intemational sugar trade of

the period.

The maia componicnt of C.G.8mith & Co, LId. business between 1910 and 1939 was sugar dis+
tribution wholesating and this aspoct of the busintss also provided the butk of the company's
profls. C.G.Swilh's person {riendship with the msjor sobh coust sugar interests, namely the
Reynoldses, the Crookes and Peorees ensured that the firm was rotsined by these families to
conduct their sugar sales. This refationship was stromgthened through the shasehaldings of

these familics in C.G.Smith & Co. Ltd. As a resuit of this inflgence in the industry, Smith en-

Joyed a good relaionship with the Standard Bank and was given extensive overdealt facilitos

which ensured the firm’s survival in the depression years.

Smith eetained controt of the firm throughott the pric,t and this was possibly detrimentat to
the profitabifity of the firm. In pasticular, the diversificalion into non-suger inlorcsts was
molivalcd by his desire for new frontiers and often reswlied in [he firm losing money through
thesc investments. Howsver b was aware of the neod to olgin competent staff and offered
them the opportanity to purchase shares and institotedt & peasion scheme which placed the.

firm at the forefront of change in (he busincss community,

The astocialtion of C.G.Smilh and C.G.Smith & Co. L, with the Unzimkutu Sugar Co, Lid.
highights the mistmanagomont of the coneern ot both the production and board level, This in-
competenes appeacs 0 kave been due 1o C.0.Smith's Insbillly (0 suporviss those in control,
and the knowledge at the production lovel thal C.G.Smith & Co, Ltd, would bail them out

when Uhat ercountered financinf dilficultios,
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The involvement of €6 Stk & Ca. Ltd. in the Gledhaw - Chak's Kraa! Sugar Co. Ltd. onco
again highlights the incompetene of C.G.3mith is managing a preduction arientated concorn.
Furthermor the amalgamuted company bezame @ profitable venlize boause of the protec-

Gion which \nc industry was granted by tho Government,

The eoasting interests uf the company were initilly Uhere lo provide Smith with a distribution i
system for his other busincsses, namely sogar wholesaling and eattle trading, In 1927 Smith's ;
Coaslers was formed because of the aced for capitat and a scparule management team (0
sater for its specific intorasis. Prior to 1940, the coasting business concentrated almost exclu-

|
|
sively upon the Tocat sugar trade and was ane of thie most suceessful ventures of C.G.Smith & {
Co.Lud. [

C.GSmith was 8 shrowel entreprencue and was the bickbon of the business. Ho was imbued
with enthusiasmn and adventurousness. Smith was also 2 vory dominceting man and was i |
most always able to persuade the Board that his viskan for the business was the coreect ane, 5
The firm a5 a resuil of his speculative ventures lost a geeat deal of money, However Smith's f
Autocratle manner appears 1o be a common eharactaristic of entreprencurs. Accarding o ke

Reader:

Founders of great businesses rather than professional manogers, wha are @ diferent
species - are all awiocrats. They will not dolerate apposition, power they will share witl

nabody, and sivals are not allowed. 12}

Simifarly (0 (he Awmerican retuil tyeaons, Smith did not sepirate the ownotship from the man.
agement of the business. He nlso purchased conceras which id nol atways help C.G.Smith & ,
Co, Ld, and In this rsspeet resembled Lord Levechume. B¢ appoaes that Swmith was a muverick

Who wos cxtremely lucky with segard Lo busingss.

5 .
v . .
i # . . '
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1a the Snlpr-war years C.G.Smith & Co. Lid. beeume a very successful company and Smith
achieved his goal of creating o dynasty, although Loday it is under the contral of the Barlow
Rand Group, South Afsica as » developing cauniry requires mors sntreptencurs such as
.G.Swmith i s €0 contime ta grow and prosper within the fomationa! ceanomy. Howeser

thereis no fostmula for entreprencrs, thay are bors rather than mad,

Notes

L SASYBRGD,Not, 035 pa3: nct. Nos, 1931,p235; opcl, 196050, pp 25525,

2 Reader, W, J, ‘Businessmon and thelr Motives’, B, & v b e e
(et and Hiors, Bstya i Honoue of Crares Wik, C. it 1984, -
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Appendix I

Direstors of C.G5mith & Company Limited

Name Date Appointment Appoinanent Ceased
C.OSmith 1/08/1910
F.Reynolds 11/08/1910
17-Denham 11/08/1910
C.G.Erookes 193
SF.Crookes 1913
HBrunsil /04/1914

. W,Zeaman /1271915
W Pearcs 1/07/1916
AW Dickens 918
Secratary:
1W. Zeoman 1tg
W.W, Jex 1918

Reconsteuctlon 1523

C.G.5mith /1071920 24/04/1941
F.Reynolls 31/10/1923 30/06/1929
€ Cronkes 30/10/1923 28/06/1948
31/10/1523 7/01/1936
30/10/1923 1/10/193
30/10/192 117677195
30/10/1623
1/07/1579 /12/1933
28/04/1932 1/04/1953
24/09/1936 11/12/1936
16/11/19%9 1/07/1962
Secretary,
WWJex 30/10/195 1/01/1928
DMacGregor 1/03/1928 31/03/1959
. N
et ) T " L
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Appendix IT

Year
Aagired

1889

Reglster of Smitl's Coaster Flect: 1489-1940

Namte.

SOMTSEU
UMZIMVLISU
FRONTIER
PENGUIN
KARIN

KA

TE
HOMEFORD

NAHOON
GAMTOOS
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