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FOREWORD

This thesis is mainly based on information obtained
by discussion with footwear manufacturers, wholesale
merchants, retailers and many other business men who were
thoroughly acquainted with merchandising methods and policies.
Many thanks £o all thase who assisted.

Government Biue Books, other published and unpublished
Reports and Lconomic and Trade Journals were consulted
wherever poséible,

The writer is deeply indebted to the Leather Industries
Research Institute for arfanging this study to be mede, to
Mr., Humphrey, the Economic Research Officer of the Leather
Industries Research Institute, for arranging contacts with
industrialists, and to Mr. Cdendaal, of the O{fice of Census
and Statistics, for preparing a special tabulation of the
Distribution Costs of Footwear Manufacturers.

Special thanks are due to Professor Hobart-liouchton, of
Rhodes University College, for his valuable advice and
suggestions. The w riter, however,; bears the sole
responsibility for the opinions expressed and the conclusions

drawn in this thesis.
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utilities to pocds, whereas distribution is the addition
of time and place utilities.(l) But even this distine-’
tion creates a conegiderable amount of difficulty. Should
advertising, for inetance, which has the effect ¢f increas-
ing the »restige value cof a commodity, be regarded as a
productive c¢r a distributive function? The line that
divides trhese twvo functions is a very thin one.

To many o businessman, the terms marketing, selling
and distribution refer tc the same prccess. This is not
altogether true. Both marketing and selling are subsidiary
functions of the distribution process. MWMarketing involves
the determination of what goods are to be transferred in
what quantities and at what time. In other words the
method c¢f distribution as well as the production prozramme
is determined by the marketing policy. Selling,on the
other hand, represents the efforts to influence the consumer
or intermediaries to purchase a commodity.(Q) Selling is
thus the last phase of the prccess of distribution, “hereas
marketing is the initial phase.

The process of transferring goods from the time and
place at which they are produced to the time and place at
which they are purchased by the consumer may be divided into
four distinct operations :

1. The mproducer and censumer must be brought tegether.

2, The goods must be prepared for the market.

3. They must be transported to the place reguired, and

Ly, They must be held until required by the consumer.
These operations are isually undertaken by a number of

distributing organisations.

(1Y20th Century Fund - Does Distribution Cost Too iluch. p.6.
. 2)8immat - Selling and Sales liansgement.
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wholesale merchant, and was merely carrying out the last
phase cof the distributive process = that of sellinge. To
gquote the Acsociation Chamber of Commerce, referrins tc the
pericd ¢f 1850 : "The whole business of the country ot that
time was done exclusively by coast firms, and one ci the
methods vos by means ¢f supported accounts. The whelezale
merchant in those days provided the necessary capital for
the development of the ccuntry; they supported the retoiler
without capital, wh¢ in turn supported the farmer - the
system of su:ported acccounts suited the needs and conditions
of the times”.(B}

Tc get some idea to what extent the whclesale nerchant
dominated the distributive structure, it should be noted
that in 1884 there were 83L pecple possessing whclesale
(L)

licences and only L ,351 possessing retail licences, a
ratio cf 5 retailers tc every whclesale merchant in the
Cape Colony. Bven taking into account the fact trat many
of the whclesale merchants were engaged in trading with the
northern provinces ©f the Transvaal and the Crange River
Colony, the ratic appears toc be very high. It apwerrs thet
as the wholezale merchant had tc finance the retail s=tore
for a considerable length of time, and as considerable time
elapsed from the ordering cf the gocds until they arrived,

large amounts of capital were tied up, and consecuently the

number cf customers had tc be 1limited.

(3) Memorandum by the Association Chamber of Commerce of
S. Africa on the Profits Report of the Cost of Living
Commission UsG.-1-1919 (Appendix A4).

(L) Select Committee on Wholesale and letail Licences in
the Cape Colony.
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the government to encourage the populaticon to remain cn
the land. ©EBuropean urban population increased from 51.7%
in 1911 tec 69.2% in 1941, and the Non-tZuropean populztion
rose froi. 17.5% to 28.8%.(7) Large concentrations of
populaticn began to take plzce along the Reef, Pretoria and
the coastal ports.

As the result of the growth of large towns and cities,
a considerable change tock place in the econcmic and social
environment of the pecple. PFirstly, the urban povulastion
spend more of their time on a specific task, and thus rely
on others tc supply thelr necessary requirements. Secondly,
leisure tends to have greater value to people living in
cities and large towns than to people living in villages and
farms, due to the facts that a) the urban populstion smends
a greater portion of its time getting to and from wvork;
b) problems of "parking"” and transport are more difficult;
{c) the number of places of amusement and entertainment
are greater; and {(d) the urban —-pulation is of a younger
age group(a) and thus on the whole tends to be mcre active.
Consequently the increased reliance on others, znd the
increaeed demand for leisure by the urban population. has

the
resulted in a corresponding increase in/demand for

tae
services cf cocnvenience, immediacy and variety.

In crder tc meetthis increased demand, a complete
change took place in the role of the footwear store; no

longer was selling the main function, but the provisiocn

of service became cof equal 1mportance. The mixed

e b e L, VS M

E? Table V11l Board of Trade Report 282.
&) Board of Trade Report 282 Annexure H.













‘Thereas urbanisation
and fashion in ladies
the demond for the 1e
Table 1 clecrly indic
ly in Scuth Africa tI
there 18 every reabBor

able tc the European

Consunption of Fog

YEAR.

1899
1901
1914
19253
1927 e} e
1925 21 3.

wr €

The urbanisation of the Non-European population has
had a totally different effect on the demand fcr Lfoctoear.
Urbaniseticon has consideragbly influenced the social -nd econ-
cmic environment of the native. The customary valuezs and
conventicns of the kraal have very little significerce in the
cities and the towns. The native, in order tc Tind - suitoile
substitute, has attempted to copy the Eurcpean whercver poss-
ible. But due tc the small family earnings and the social
restrictions imposed by the colour bhar, the Non-duropean can
ccpy the Zuronean only with regard to small iteme of expendit-
ure suc as clothing, foctwear and furniture.. These perscnal

e

items posgsess a ccnsiderable amount of prestige value %o the
native.
In the rural areas the possession of fcotwear has the

same preetipe value to the native a2s a mink ccat cr diancnd

(17) Borden ~ The Economic Effects of Advertising, Page 199,
Table 12..
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bracelet would have to a Burcpean, that is, it is exclusive.
If the native can appear in a public place such as & wedding
or a feast with some form of foctcoverage, he has attained
some sccial standing. It is a common sight to see natives walk-
ing along country roads with their boots over their shoulders,
wearing them cnly when reaching their destinaticn. As footwear
has mainly a prestige value and not utility value, the demand
for cheap footwear, such as second hand footwear cor cheap
canvas shces 1s great.(18)

‘In the urban areas the earnings of the native are such
that he can afford tc purchase cheap footwear, and as foctwear
has utility value to the native, it derives its prestige value
only by being ostentatious, hence the popularity of suede shoes
of all cclcurs, patent leathers and two tone foctwear. In an
interview with the buying manager of a large 'cocncession store"
on the Rend, he maintained that some male Non-Eurcisans pur-
chased large sizes cof ladies® cuban heel foctwear as they wzre
attracted by the colours and designs.

Further,toc the Non-European population "ghepping" is
gulite & sccial occasion, it 1s something the native locks for-
ward to, iike the Saturday afternocon Rugby match. The on-
BEuropean spends a considerable time of his lunch hour gazing
at shop windows, similarly one finds that native dom tic ser-
vants usuvally spend "their day off" cut shopping. .urtiher, the
native prefers to purchase footwear (or any other item of wear-
ing apparel) at stores that cater for Europeans, hence the sale
of Footwear in native townships is very limited. Cn the other

hand, the native is either shy or not attracted by cxclusive

(18) In 1931, when the Japanese "dumped" large guantities of
canvas foctwear in this country, it was mainly purchazed by the
rural Nen-..uropean populaticn.
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dfron thege figures there appears to be a certocin arount of
correlaticn, bul we must nct confuse cause with efrect, a rise
in the nrtional income dces nct necessarily mean ti:at the
demand for Tcotwear will increase. This is clearly bcrne cut
by a comparison between the 1927-1929 and the 1933-1935 fig-
ures. #urither, it must be pointed out that the animual average
consumption does nct neceswvarily represcnt the ancunt spent by
the consumer on foctwear, for the former is at factory selling
price, whereas the latter is at retailer’s selling price. The
vrice spread (that is the difference between factcr; »rice and
gselling wrice) will nct alwayse be the same.

The anount spent con fooctwear depends upon tre Zoctors,
the earninceg and the pattern of expenditure cof the Jamily group.
A change 1a the national income will effect both these Tactors,
but tc what extent it is difficult to determine, =25 the wliiole
problem orf ¢ .1ily earnings and expenditure ig a vast zrnd com-
plicated one. [fMis is particularly applicable tc 3cuil: africa,
waere ti.e gap detween the wapes of skilled (Buropcan) and
unskilled (ncn-Burcpean) werkers is prcbably the wicest in the

.

world, and vwiere the standard of educaticn, relirgicn, teasg

ot

€8s
and habite vary to a considerable extent.

As the earnings of the familily 1increase, one wculd expect
the amount spent on footwear to increase, and vice versa, but
to what extent it is difficult tc gay. Table 111 rives thre
monthly amcunt spent by different Eurcpean family income aroups
in urban areas. It appears from this survey that up to ths
income ceroun of £175-200, the family expenditure on fcotwear
increaces =zt a nreater rate than the increase in incone, and
From 2200 cnwards, the family expenditure on foctrear, althocugh

still inc:easing, does not increase at the same rate.
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T4BLE_111.

Income_and Expenditure of Huropean Pamilies in

(22)

certain Urban Areas.

family Inccue mxpenditure cn Fostwear t% of Tectal Zxpendif

Group. {(per month per family).

£

0-125 5/10 0,32
125-1350 6/8 2.9
150-175 8/ 3.12
175-200 10/1 5420
200-225 9/3 2.05
225-250 9/3 2,%
250-275 9/9 2.25
275-300 12/8 2.71
300-325 12/4 2.34
325-350 1L/3 2.52
350~375 12/9 2410
375-L00 13/8 2,42
Loo~-L25 14/6 2.13
L25-150 15/1 2,06
L50-L75 15/5 2,07
LL75-500 18/2 2.28
500-525 15/5 1.0
525=55C 18/5 2.40
550-575 18/ 14 2.0l
575-600 19/9 2.03

<+

owever we are nct ccncerned so much with the exnendi-
ture on fcotwear but with the increese in expenditure, due tc
a rise in the earnings of the familys. It cannct he agsuned that
if the earnings of the family increase that they will spend
their morey in the same way as the group just above itlem. Dut
it is nci wireascneble to suggest that an increase in income
cf the lcwer income groups would lead to a larger increase in
the expenditure on footwear than a correspcnding increase in
the income cf the higher income groups. The increase in thae

national incowme in 1930~32 period, which was brcugirt about by

(22) U.C. 21/1937, Not tco much reliance should te placed cn
this teble, as there appears to be a number of discrepancies.
The increased expenditure on fcotwear by the £4175-200 fanily
group and the decrease in the £500-525 grcup seens tc be cut
cf propocrtion. This is probably due to the fact that the
example taken {1684 families) was Tor tco small.
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and whclesale merchants' impeortance in the chain of
distribut ion increased.

As the preduction of the domestic artiecle deerensed
the prcduction of the manufactured article by factory
methcds incrcased. This increase in production was mainly
brought sbcut as the result cf protection. In 1852
Representative Government was granted tc the Cape, znd Dby
1872 Responsible Geovernment had been attained. ne Cape
Cclony tccl cver the function ¢f regulating the custcns
tariff.Dutics on mest articles increased, largely because
cf the impcrtance played by tariff revenue in the finances
of the Gecvernment. In 1883 and 1891 Select Ccmmitices
were appcinted Tor the purpcse of assisting lcecal industries,
and as o result the duty on foctwear was increased to 15%
ad valorem.

Thie increased protecticn led to a remarkable growth
of the local industry. The Cape census cf 1891-~2 gives the
number of boot and shce establishments having an cut-put of
£100. as 101.(23)

Prom the very cutsct local manufacturers came up
against dirficulties, mainly because the whclesale merchant
had such ¢ streng pcesition in the distributive structure,
and preferred to carry the imported article; as it gave him

a larger profit.

(23) Schauder, however, warns us that these figures mu§£-be
cnly regarded as a rough guide. For it is doubtful wiether

any clear distinction was made between manufacturing under-
takings proper and trading establishments ccnducting neglig-

ible manuvfacturing cperations.
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As a result of the 1914-~1918 war, the impocrtaticn of
foctwear became difficult. Shipping shortages, increcsed insur-
ance and shin»ping rates, and the fact that 3ritish factories
were engeoged in military production made the ordering of goods
a sheer gomble. With the result producticn increased I'rom a
little cover one and a half millicn pairs to nearly two and a
guarter million pailrs in 1918, The wholesale merchont under-
took the initiative and approached the manufacturer, with the
result the waclesale merchant still continued to te the most
important link in the chain of distribution.

I'cvrever, after the post-war bcom, supplies ceme nouring
intc the country. Manufacturers found they could nct meet com=-
petiticn. Froducticn fell practically to the pré—war levels.

In order tc naintain producticn at the highest level pcessible,
manufacturers attempted tc sell direct tc the retailer wherever
pcssible. The industry agitated for increased prcotection. At
first this was not fcorthcoming, but instead an empargc was
placed on tire importaticn cf foctwear that was likely to com-
pete withr tae South African produced article. This was replaced
in 1923 by o duty of 30.. ed. valorem on all impcrted fcotwear
with the .xception of infants’ shoes and with a rebate of 5¢

on British fcotwear. This duty was to be reduced by 2%, p.a.
until the duty, after deducting rebate wcoculd amount tc ﬁ?[E26)
In 1928 this provision was withdrawn on the recommendatioh of
the Becard of Trade.(27)

Ag a result of this increased protecticn, production in-

creased from 1% million pairs in 19241 to four million pairs

28

in 190g. 2%

(26) Act of 1923, (27) Beard of Trade Revnort (8.
(28) Teble X1 Special Report No. 137 - Office of Census of

Statistics.
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However, this increased protecticn had the effect of curtail

ing the tendency c¢f manufacturers selling direct to retailer
It alsc had the effect of creating a tremendocus amcunt of w
certainty in exporting countries, with the result it tended
discourage manufacturers establishing distributivg depcts ir
this country. In other words, the increased proctection probe
had the effect'of postponing and curtailing the diminishing
importance of the wholesale merchant in the distributive
structure.

The results of the 1930 depression were very similar
the post-war slump. Manufacturers attempted toc sell a greate
portion of thelir cutput to retailers. In this connecticn it
interesting to note that in order to covercome the prejudice
against the locally produced article, a large advertising ce
paign wag undertaken by a group of manufacturers during this
period.(29)

As a resgult of the depression and the sc-called dumming
policy of Japan and Czecho-3lovakia, the industry agitated for
inereased protection. A 30% duty or 3/6 a pair, which ever.was
the greater, was imposed on women’s and maids?® footwear from

(30)

size 2 upwards, ehildren’s shoes %0% or 1/-, canvas Toot-
wear 305, or 2/~ per peir from size 2 upwards, and men’s boots
and shoes %0, or 3/6.(31) This.increase in protection led %o
remarkaeble expansiocn in produetion from 4 million pairs in

2
1930 to nearly 10% million pairs in 1939.(3 )

{29Y Schauder - The Econcmic History of the Boot and Shoe
Industry in S.4.

(30% Tariff 32 of 1930. (31) Tariff 27 0f 1932.

{32) Table 4 "Facts and Figures of Fcotwear Manufacturing in
South Africa", which is & speclally prepared sumnary of a
"Ytatistical Report and Observation on the Footwear
Industry of the Unicn of S.Africa", by Dr. Stcker, the
Leather Contrcller.
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As a result of this large increase in production, the
capital cutlay in the form of machinery, buildings and row
materials increased. In 19416-17 the fixed capital invested in
the industry formed 20,, of the total preoduction for that year,
whereas in 1936-37 this figure had risen to 275.(33) Turther,
wages in 1945-17 formed 17.81,: of the total cutput, whecreas in
1936-37 it was 28-48&,(3u) In addition, this capital outlay
was concentrated into fewer factories. In 1916-=17 there were
10l establishments, 68% of them employing less than 100 cmnloy-
ees, whereas in 1936-37 the number of estsblishments had de=-
creased to 82, and only 13,5 of the establishments cmployed
less than 4100 hands,(35)

This increased application of machinery increased the
overhead expeases. In order to keep such expencses as low as
pcssible, prcduction has to be maintained at a hipgh level, par-
ticwlarly as such establishments were operating under condit-
icns of diminishing costs. Further, the application of
machinery and the introduction cf arge scale prcducticn made
it necessary fcr contracts of labour and raw materials tc be
negotiated.far in advance, and corresponding arrangenents had
to be made for the dispcsal cf output.

On the other hand, as a result of urbanisaticn, the
specialisaticn and concentration of retalling and wholesaling
took place. The numbers cof retailers and whclesale

merchante decreased, Thus we have an increased production

concentrated intc fewer factories and through fewer cutlets.

(35) Taples 111 & X1 Special Report No. 238 - Office cf
- Census and Statistics.

(34) Table XX Special Report No. 238 as above

(35) Pable V1 ~ dc. dc.
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It was very rmuch easier for the producer to apprcach the
retaller when beth were domiciled in the same ccuntry. Thus
distributicn ccsts decreased, and further had the elfeet of
strengthening the position of the manufacturer and the
retailer in the chain of distribution. Manufacturers, by
gelling direct tc the retailer, began to undertake certain
functions which were previously undertaken by the whcolesale
merchant. In order tc do thies, manufsescturers had tc
establish their own salee departments. 1In trying tc acsgsess
whether the manufacturer was able to undertake these
functions as efficiently as the whclesale merchants, we rmust
not make ccmpariscns by isclating these functicns, but we
must view tihe position as z whcle.

Manufacturers will tend tc sell direct to retailers
when the exvected return from selling direct is greater than
the operating costs cf the sales department. The cperating
costs will tend tc be low vhen selling to large tcwns and
cities,; and wien the ocutput of the factory is l-~ge. Expected
returns will depend upon the reduction of the period cof idle
machinery and capital which will result from a guaranteed
or ccntrclled cutlet.

Manufezecturers will sell direct to retailers when the
ocperating expenses of the manufacturer's sales department
is not greater than the operating cosis cf the whclesale
merchant plus the reduction c¢f expenses due tc the poseible
shortening of the pericd of idle machinery. T~ the cnse
of the small manufacturer, this is cnly likely tc¢ cccur
when selling to large centres, whereas the large manu-

facturer's limits wculd be very much wider.
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Many manufscturers have attempted to reducc both the
operating costs of their sales departments as well as the
pcriod cf idle machinery and capital, by undertaking to
produce o very wide range of fcotwear. Out of the 85‘1
factories in the Union, 30 today are cperating cn twd
systems ¢ manufacture, and 13 are operating cn 3 or more
syetems.(39) It is rather doubtful whether this incréase
is completely cutweighted by the reduction of the c¢perating
costs of the sales department plus the reduction of the
period of idle machinery. However, due tc the lack of any
reliable informaticn and the difficulties of determining
the effectes cf protection cn the distributive structure,

any discussion cn this subject must be mere speculation.

(39) Fcotwear Nanufacturers' Federaticn of Scuth Africa

Year Book 1945, Page 105.
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CHAPTER 1

COBTS _OF DIS!

1.Introdu.

In Charter 1, distribution
processes and operations that a:
gocds from the time and place a
to the time ~nd place at which
consumer. The costs of carrying out all these operations
are the costs of distribution.

However, we must distinguish between two ccncepts cf
costs; the costs to the community and the costg tc the
consumer. In the long run these two conceptions of costs
under a competitive system will tend to be equal. But in
the short pun this is nct necessarily so.

The costs to the consumer are closely asscciated with
the term "“price spread™, that is, 1e difference between
the factcry cost of production and the price paid by the
consumer. This is the sum paid by the consumer for giving
a palr cf shoes time and place value. Tc the community,
however, the difference between these two prices dces not
necesgarily constitute ccsts, as the payment tc the various
factors cf productiocn may be greater cor less than their
productivity. In tlmes of bcooms, the costs tc the consumer
would be greater than the costs t¢ the community, for the
profite cf the Entrepreneur would be greater than the
marginal productivity of capital, as supply cannot be
adjusted imnediately to meet the new demand. In times of
depressicn, the cost tc the consumer would be less than the

cost to the community as prcofits will tend to be less than
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prices, may have the effect of decreasing costs tc the
community.

In recent years considerable attention has been
fcecussed on the ccst of distributing foctwear. It is held
that, in many cases, distribution costs of focty ar are
greater thon the productieon costs, and as a result chorges
of "overcharging", "profiteering', and "inefficiency" have
been made against the distributing crganisatione. The
gquestion srises, tc what extent these charges arc true. Are
there any reasons for us tc believe that the distributicn
of fcotwenr is lces efficient than the production cf foctwegr

We saw that in the self-sulfficient farm in the
nineteenth century, producer and consumer were in direct
contact with each cther, and the ccst of transferring goods
from the time and place of prcduction to the time and place
of consumption was negligible. With specialisatiocn and
the concentration of industry, imprcved transpcrt facilities
and the growth of large towns, the gap between prcducer
and consumer hes widened, and the ccst of transferring
goods are v-ry much greater today.

The fzocet that distribution cost tended tc increase and

producticn cost tc decrease with the concentration of















335
merchant. The main feature of a market is that there must
some form of an offer and an acceptance., Even under the r
Tavourable ccnditions neither buyer nor seller can remai:
entirely passive. Both buyer and seller must acquire a ce
amount of information before the exchange can take place, cven
if it is to the effect that an article is demanded or available
at a pafticular time or place. The cocst of obtaining such in-
formation is the cost of bringing buyer and seller together.
These costs, although paid by the buyer and the seller, are
eventually passed on to the consumer.

There demand is scattered and supply concentrated, the
seller will usually undertake the initiative and approach the
buyer, and the greater part of the cost of bringing buyer and
seller together is borne by the seller. This is clearly indic-
ated by a comparison between Tables 1V and V. The manufactur-
er’s cost of distribution tends to increase as sales to
retailers increase.

The sending out of sales representatives and the estabe-
lishing of showrooms by manufacturers and wholesale merchants,
the exposing of stocks in shelves, windows and showrooms, and
the locating of premises in prominent positions by retailers,
the supplying of information and advice by sales assistants
are all means whereby sellers take the initiative and inform
buyers of what they have to offer.

Where demand is concentrated and supply scattered, the
buyer usually undertakes the initiative and approaches the
seller with the result that the greater part of the costs are
borne by the buyer. Comparisons between Tables 1V and V clear-
ly indicate that as sales to buying organisetions such as the

‘overnment an rge industrial concerns increase he
e t d large indust 1 s , Tl
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a store,
and style
did come
for him «
peare to
"consume:

There seemns to be no exact metheod of determining the
factors that influence a comsumer’s choice. On occasions con-
sumers make up theilr minds on the spur of the moment, without
even knowing what influenced their decisions. 4t times the
consunmer?’s choice zppears to be gquite irrational. However.
other things being equal, the greater the variety of goocds of-
fered tc the congumer, the greater will be the difficulty of
deciding what to purchase.

Generally the fashion element has a considerable eifect
in standardising ccnsumers' requirements, as it 1s unlikely
that a consumer vould purchase an item of wearing apparel that
is not in vopue. But the fashicn element of footwear, particu-
larly ladies? foctwear, is exftremely wide. In the opinion of
numerocus people the market is very much over styled-(6)
And thus it is very doubtful whether the fashion element hsas
had very much effect in narrowing down the consumer’s choice
of footwear.

The ranre of styles and fashions, although ultimately
determined by the consumer, may be considerably influenced by

producers. It is held that manufacturers deliberately create

{(6) WMr. Anderson in his Presidential Address to the Footwear
lianufacturerss Zederaticn in 1945.
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The main prowerty of a pair of shoes is not so muc
style or colour, but the fit. When purchasing any other
of clothing, the size and fitting is not of the same img
for it can be altered to suit the consumerfs requirement
further, nothing can be so inconvenient and painful as i
rectly fitting shoes. Thus the consumer tends to be more
ful and is prepared to spend a considerable amount of ti
purchasing footwear; this particularly applies to women.
Conseguently, a certain amount of what we might term "ca
resistance" develops in the consumer, thus making it mor
cult to bring buver and seller together.

Experienced footwear retailers maintain that the
customer does nct know his or her correct size and fitti
And for this reason retaillers insist that their sales as
ants should nct reguire the size and fitting required by
customer, but instead the sales assistant should deterni
size and fitting by persconal inspection of the foot or T
of measurement. This has had the effect of increasing re
coats, Managers of large departmental stores maintain ti
wages and salaries of their shoe departments are greater
other departments, as a considerable time is spent ir fi
senoes, and highly trained sales assistants are required
the purpose.

The main reason for the lack of knowledge by cor
as to size and fitting, is due to the lack of standardis
in the markings of sizes and fittings. Size and fitting
ings on footwear do not conform to any particular stands
The fact that a pair of shoes is stamped a certain size does
not indicate any information to the buyer or to the retailer.

Bven the sizes and fittings of shoes manufactured in the game
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the tape measure, size stick, the Brannock device and the

X~Ray machine. All these, although reducing the bhuman element,
have their limitations, as they are unable to take into account
all the factors that are necessary to make a good fit.

Thus the correct fitting of footwear depends to a cbnsid-
erable extent on the training of the retailer’s sales assistant.
At present the majority of the sales assistants are trained in
the store. In particular cases such training may be adequate,
but more often than not the training is insufficient. In the
larger centres it is estimated that wages and salaries paid to
sales assistants are responsible for 105~12% of the price paid
by the consumer for a pair of shoes. It is the opinion cof a
number of retailers that these costs could be reduced if sales
assistants were given special training in shoe fitting. It has
been suggested that special courses should be started-at the
Technical Colleges for this purpose. It is maintained that the
employment of specially trained assistants would reduce the
time spent on fitting shoes; the number of incorrectly fitted
shoes so0ld would decrease,;, thereby decreasing the number of
returns as well as the sales resistance of the consumer.

With regard to the spending habits of the consumer, here
again the seller has had to rely on his own experience. Thus
the sellerts (particularly the manufacturer’s) estimation of
the type of footwear reguired by the consumer, particularly the
poorer sections of the population, has not been too successiful.
It appears that it was only as the r--ult of the establishnent

of an Australian slipper firm(13) and the Japanese dumping of
(13) Before establisnment of Australian slipper organisSation,
Average annual consumption of slippers 1925-31 332,000 pairs
Average annual production of slippers 1925-31 16,000 "
After establishment of Australian slipper organisation.
Average annual consumption of slippers 1934-39 1,459,000 pairs
Average annual producticn of slippers 193L4-39 1,071,000 *,

(I

i
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canvas footwear,(14)that the latent demand for cheap foct cc
age in the form of slippers snd shces was discovered.

L

Certain itypes of information concerning consumers re-
guire special attention, for example the credit standing cof
buyer is of considerable importance in bringing the buyer ar
seller togethef.‘ihen gelling a pair cf shoes there is the 1
of non-payment by.the buyer. The greater the information cor
cerning the buyerss credit standing, the less will be the vi
to the sellér. In the past, manufacturers, wholesale mcrchar
and retailers have relied mainly on their own experience, ar
on infeormation chtained through thelr representatives, fieiler
cr other business acguaintances and to a certalin extent on
i1 ormation provided by banks and credit agenc_zs.

As the 7ap between buyer and seller has widened, so 1
credit risk has increased. In order to reduce the rislz; more
formation with regard to the buyer is reguired. Further, it
possible to reduce these risks to a known cost  means of

insurance. In America, manufacturers have Tormed a large mut

prganisation; known as the American Manufacturers Credit Ine
5‘1
/

e

ance Exchange, whereby a system of insurance plus incrcas
informaticn has reduced the cost of the credit risk. There !
no reason why all thc South African manufacturers through i
various representative crganisations should not form an or-:

sation on a similar basis.

(14) Before Javanese "dumping' of cenvas Ffootwear.

Average annual consumpiion 1925-28  L70,000 pairs.
Producticn Cduring this pericd was nepligible.

After the "dumping" and the impesition of extra dutics
on canvag Tcctrear,

Averagz anmmal consumpticn 1933-392 cover 3,000,000 wairs
Averege annuel producticn 4933-39 2,260,000 "
Exports increasced from practically nil in 1932 to 144,000
pairs in 12%8.

(45) A.H.8wain - Commercial Credit Risks,Page 67.
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Of late, considerable attention has been focussed on the
possibilities of expanding the South African export market,
particularly to thc neighbouring African territories. Unfort-
unately information concerning.the requirements e¢f the market
i1s negligible. Buyers from African territories have been more
cr less "forced" to accept what has been offered to them.
Various complaints have been made, all indicating that the
South African exporter, and particularly the manufacturer, is
net paying sufficient attention to the requirements of the
export market. The Union Trade Commissioner to the Belgian
Conge reported that during the past two years footwear export-
ed by Scuth Africa has fallen off to such an extent that cus-
tomers have lost confidence. The principal reason for the
complaint being in respect of packing and price, the latter
being mainly attributed to the exorbitant rates of commission
charged by agents.(qé) The same criticism was made in a speech
by the present President of the Footwear Manufacturers?® Feder-
aticn, who was also a member of the recent Goodwill Trade
Commission to African territories.

It appears that the S§.African exporter, due to the lack

of inf'ormation, has missed a marvellous opportunity of estab-

lishing S.African footwear on the export market.

111. The Preparation of Footwear for the Market.

Very little is really required to prepare a pair of
shoes for the market after it has been given form or physical
value. Unlike agricultural produce no sorting or grading or
bulk breaking is necessary. However, certain types of footwear

are packed into cartons before belng placed on the market.

(16) Footwear lManufacturers’ Federation. Year Book 1945,
page 42.
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which have the effect ol altering the consumer?s subjective
valuation of the product, may be regarded as adding form cr
physical value to the article, and thus should be regarded
a productiocn cost.

Heavy toots, however, are usually not placed in car
as the cost of a larger and stronger carton, which is recgui
for this type of foctwear, forms a greater percentage of th
price paid by the consumer than for cther types of fcotwear
The reduction of costs due to packing would be negligible,
the risks of detericration due tc handling in the store and
transit would not be very great. Moreover, the main purchas
of heavy bootse are mainly Non-iuropeans, who, due to the la
ugge questicn, purchase goods that can be seen. Thus the
placing of ¥ : 7 Tootv r in cartons may even be regarded a
a2 handicap.

Similaerly the cost of packing cheap canvas shoes and
slippers in cartons would be greater than the reducticn of
tribution costs. For slippers and canvas shoes are usually
produced, and in ovrder to maintain the packing facilities t
the rate of production, a considerable amount of extra expe
wculd be necessgary.

In spite of the difficulties of shortages in packin~
materials and cartons, the writer is of the opiniocn that ir
manufacturers paid more attention to the problems cf packin
distribution costs could be reduced. Cartons containing bro
shoes, for instance, should have brown labels and those con
taining black sihces sho have black 1labels. This would as
the wholesale merchant and retailer considerably. Shces tha
are purchased wmainly by natives should have labels in the

native language, The markings on the labels in many caseg are
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scrtin~ and marking became necessary. This naturally takes
up a considerable amount of time, and upsets the general rou
tine c¢f the stcre.. Further, he pointed out that sales =zssist
ants tend tc sell those articles which are easy toc handle;
thus & stricter supervision of staff and stock becomes neces

ary in the case of badly packed goods.

1V.  The Transporting of Footwear to the Market.

In the self-supporting farm of the nineteenth centu
shoes were usually made up to order, the producer and consumer
were in direct contact with each other, and the prcblem of
transporting goods was non-existent. The applicaticn of the
divisicn of labour and the introducticn of the factory system
of producticn has led tc the concentration of production of
foctwear in certain areas. In South Africa production is main-
ly concentrated in Port Elizabeth, Johannesburg, Cape Town,
Pietermaritzburg and in a number cf smaller tcwns in the Scuth
Western and Nerth Vestern Districts of the Cape. It has now
become necessary to transport large gquantities of footwear
from the place of »production tc the place of consumption, and
the cost ¢f transporting the footwear fcorms a porticn of the
cost of distribution.

I: Bcutir Africa practically all transportaticn is
undertaken by the South African Railways. The cost of transport-
ing footwear is CGetermined by the tariff poliecy cf the railway
administration, and not necessarily by the econcmic factors cof
supply and demand.

Of late, the railway rating policy has been severely
cr *icised by the Board of Trade in its latest report, the

Chamber of Mines, The Federated Chamber cf Industries and the
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Asscciation Chamber of Commerce. There seems tc be
between the actual costs of transportation and the
ed. The tariff is determined "by what the traffic
and not on the "cost of service" principle. Thus t
paid by the cecnsumer for transporting is not neces
to the cost of transporting footwear.(18)

From Tcble V1 it appears that other things
the rating pcolicy will tend to force manufacturers
their factories at the market fcr the finished pro

nct at the scurce of the raw materials, or along t

1aBiE vit 1Y)

The Cost of Transporting 100 lbs. of Footwear
from the varicus Ports to Johannesbur

Zcotwear Imported Leather Loca

Cape Town 193 143
Mcssel Bay 187 138
Port Elizaheth 135 98
Durban 132 95
Lourenco Kargues 125 92

In spite or the fact that Tables V11l and V
different sels of production figures, they clearly
that production has increased at faster rates wher
is the greatest. The producticn of bulky footwear
miners’ and farmers’ boots is conccentrated at the
consumption, as railage costs form a high percenta
total cost. In 1939 the production of men’s foctwe
for 80 of the total Transvaal production.(zo) On

hand, the railzge costs of ladies’ and children’s

form a small proporticn of the price, thus product

(48) In other words the cost to the consumer is no
‘ equal to the ccst to the cowmmunity.
(19} Official Tariff Bock No. 21.
{20) Table 14. Tacts & Figures of Footwear Mamufatowsiuy ii
S.‘A.
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to consumer should be made at the cheaper rates applicable
bulk consignments, particularly in view of the fact that 1
taper with increasing distance. Wholesale merchants and cl
stores, due tc the fact that they purchase in large gquanti
and act as distributing centres, are sble to obtain consic
able economies, as against manufacturers who despatch smal
gquantities direct to retailers. In order to reduce transpc
costs manufacturers are urged to consider the possibility
establishing distributing depots in the main consuming are
particularly cn the Rand.

Tr fact that footwear can be packed in large cartc
without any considerable wastage of space makes it very dc
ful whether an improvement in packing would materi=lly ass
in reducing transport costs. However, footwear manufacture
and wholesale merchants should pay careful attention and =
that the size of the packing case bears some relaticn to t
size of the shoe carton and the average size of the ard-om

patched, so as to prevent the wastage of unnecessary space

——r L

Consumer.

Under the "bespoke'" method of manufacture, footwear
was made up to order, thus the period that elapsed betweer
time of production and the time of consumption was negli:
Under our present factory method of production footwear is
produced in anticipation of demand, with the result the pe
between the time of production and the time of consumptior
has inecreased considerably. For the purpose of this thesis

(24)

this period will be referred to as the holding period.

(24) Braithwaite ind Dobbs - Disgribution of Consumable
Goods.,
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Financing costs arise from the fact that until =
shoes is purchased and paid for by the ultimate consun
person in the chain of distribution haes paid for it ar
not receive: payment. de is therefore losing interest _._ ... -
money, or if he Dbcought the goods with borrowed money, he has
to pay interest. The greater the rates of interest, the great-
er will be the financial costs of holding stocks.

During the time goods are held they may losé their value
due to detericration (shop spoilt), changes in fashion or to
changes in the value of money. Thus the distributor when hold-
ing stocks has to bear certain risks. Some of these risks,
such as fire and burglary, can be reduced to a definite cost
by means of insurance. The remaining risks, however, are borne
by the entrepreneur, whether he be producer, the wholesale
merchant or the retailer., The greater part of his | >fits are
payments for btearing such risks. The greater the risks, the
greater will be the payment demanded by the entrepreneur.

A considerable proportion of the price paid by the consuner
for fashionable shoes is a payment to the entrepreneur for the
risks of stocking such shoes. By standardising styles and
fashions it would be possible to reduce such risks and the
prices paid by the consumer. Manufacturers have undertaken
large advertising campaigns with the purpose of influencing
consumers? decisions in certain directions. This has had the
effect of reducing the risks of holding advertised footwear.
Other things being equal, the cos8ts of holding stocks
will depend upcn the time that elapses from the completion of
production to actual consumption. The longer this period, the

greater will be the costs of holding stocks. The time that
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elapses hetween production and ccnsumption is made up cf -
time a pair of shoes is held by the manufacturer, the who!
sale merchant and the retailer (and in case of hoarding t’
time it is held by the consumer). The time a pair of shce:
ig8 held by the producer, the wholesale merchant and retai.
will vary considerably, depending upon numerous factors, 1
it is the total period which is of importance. The r»ctail:
may by a hand tc mouth buying pclicy reduce the time he i
a paiyr of shces, but this may only lead to the wholesale 1
chant c¢r the masnufacturer holding greater stocks for longt
periods, so as to meet the more freguent demands of the r¢
er, with the result there has been no shoétening of the t:
holding period. Or alternatively, fthe hand to mouth polic;
policy may lead to the manufacturer producing in smaller «
tities, which in turn would probably mean increased produ
costs. It is very unlikely that the reductiin in distribw
costs would be ~reater than the increased costs of produc

A hand to mouth buying policy can effect a saving
holding costs if the holding costs of the retailer are greater
than the holding costs of the manufacturer or wholesale tier-
chant, but this saving must be weighed against the econcmies
to be obtained from large scale buying and transport.

Many writers and businessmen believe that the shorten-
ing of the pericd of nolding stocks is the most hopeful way
of reducing distribution ccsts. Thus considerable attenticn
has been paid to the problem of ''stock turn" or the "rate of
turnover". The rate of turnover is defined as the number of
times during & given period (usually a year) that the mer-
chant’s average stock during the period is sold and replaced.

It is held that, other things belng egual, profits will be
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greater and expenses (holding and selling) will be lower
the rate of turnover increases.

Rapid stock turaover, as a factor in successful r
ing or whelesaling, is very much over emphasised. For fir
other things are seldom egual; secondly, the rate cf aver
stock to total zz=les, which is used by most business crra
saticons as the rate of turnover is most unsatisfactory, w
price fluctuations and the fact that average size stocls
at cost price wiereas sales are at selling price. The ide
method of ascertaining the rate of turnover is by the use
physical units - t=at is pairs of shoes sold.

In times of rising prices, the rate of turnover, u
value units, will be higher than when using physical unit
the value of saless increases by a greater amount than the
5t ock.

Further, distributicn costs during a period of ris
prices do not increase to the same extent as the rise in
price of consuue: goods. Mcreover, profits tend to be ig
during times of booms. Thus, a comparison between the rat
turnover, distribution ccsts and profits teandr to give ar

inaccurate impreesion. There is probably some relation be

costs and turncver, but it is difficult to disentangle *h

various influences at work and to distinguish cause from ciicoue
The reascn for holding stocks for long periocds is wmrnin

ly due to the irregularities of supply and demznd, and itae dilf-

-

Ticulty of estimating these irregularities. The ccst of hold-
ing boots prcduced Tor the Transvaal Chamber of Mines is cmall,
a8 the mines are able to estimate fairly accurately the demand,
and the factories are able tc¢ supply accordingly.

Zowever, with ecivilian footwear there appears to be a
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distinct seasonal demand. The demand for summer shoe
greate¢yr in December than in any other month; this is
due to the Christmas shopping season and the fact th
siderable number of people seem to take their annual
during this period. The demand for footwear in the-dJ
is greater in Durban than in any other month. The de
boots is greater in winter, as the majority of rural
tend to purchase their requirements in the colder m
the year. The demand for children®s shoes is greates
the Christmas chopping period and just before the first school
term commences.

These seasonal fluctuations are predictable, and the
supply may be adjusted so as to avoid the piling up of stocks.
Unfortunately,; such adjustments can rarely be made complete.
ilanufacturer?’s productive capacity is limited, with the result
stocks must accumulate.

Table 1X gives the monthly production of leather boots
and shoes for the Union for the year 194h. In spite of the
fact that the industry was working at full capacity, there
appears to be distinct peaks in October and November in antic-
ipation of the Christmas period. And due to the holidays, a
slackening off in December and January. Unfortunately, ficsures
are not available for pre-war years, but it is very likely

that these peaks were more proncunced.

ot e

Monthly Production of Civilian Footwear in 494L.

(in thousands pairs)

Jan reb iar Apr May June July Aug Sept Oct Nov Dec.

Mens 47k 244 235 221 560 269 263 575 olig 266 287 770

Youths 23 30 34 28 26 30 27 29 28 32 36 21

Womens 213 321 352 287 336 340 344 368 344 363 337 216

Maids 15 19 22 22 214 26 22 21 22 24 23 43
(28) Table 13 "Pacts and Figures of Footwear Masnufacturing in
South Africa',
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stocks must pile up in anticipation of this demand.

The supply of purchasing power depends upon two £
firstly the time cof payment of the factors of production
particularly that of labour, and secondly, the credit fac
ities available to consumers.

With regard to the time of payment of labour, the
writer suggests that the present system of paying monthl;
wages at the end of the month, and weekly wages on ¥rida:
should be revised so as to stagger the supply of purchas:
power, It could be easily srranged that the various gover
ment departments paid their employees at different times
the railways, for example, could be paid on the first wes
of the wmonth, the other departments on the second week,
Municipal, Provincial and other public authorities on thi
third week, and Commerce and Industry at the end of the
This would not entail any extra expense, and there appes:
to be no reascn why such a scheme should nct work smcotii
once the initial adjustment has taken place-(31)

The staggering of weekly paid wages would be diffi-
cult to put into practice, as wages are usually paid just pri-
or to the weekend, that i1s, on Friday. Payment on any other
day would have the effect of increasing the rate of absentee-
ism, and thereby increase the cost of procduction. This par-~
ticularly applies to industries, where Non-Europeans are
employed.

Accerding to the management of a number of depart-
mental stores, the granting of credit has the effect of stag-

gering demand. lowever, in many cases, the risk of non-pay-

(34) Retailers pointed out that during the war years, demand
tended to increase just before the end of the month, as a
result of the payment of military allotments and dependants?
allowances.






went off every week,
position could be ad
ion, however, may le:
further it may lead
duction costs.

If the holid
uary or February, th
could be adjusted so
Employees would prob
off considerable value to them. Furthermore the employees.
would in any case receive Christmas, Boxing and New Yearss
days as holidays, and the degree of absenteeism after such
holidays would be so great as to upset production and in-
crease costs.,

The irregularities of supply and demand are intensi-
fied by the fact that the market is split amongst individual
traders, and that in order to secure as large a turnover as
possible, all traders must hold reserve stock so as to cope
with the irregularities of demand. Retailers and wholesale
merchants have hopes of increasing their sales, and this
promptc them to keep more stock than is necessary.

By reducing the number of retailers it would he puss-
ible to decrease the amount of stock held by retailers and
wholesale merchants as a group; and thus decrease the holding
period. This reason is probably the most important one put
forward by those demanding a limitation of retail outlets.

The irregularities of supply and demand are less
violent for a chain system than for an independent retailer,
as stocks carried by each individual branch of the chain is

considerably less than an independent store carrying the
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same range of Tootwear. The reserve stocks of a chain are
pocled at a central depot, and these are considerably less
than the reserve stocks of the same number of independent
retail stores. Further stocks may be transferred from cne
branch to an~ther, so that the period of hclding stocks and

the percentage mark downs would be less.
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CHAPTER 111.

RECEI'T DEVELOPMENTS IN DISTr .BUTION,

ls Introduction.

In Chapterl, we saw that industrialisation, by affect-
ing the demand and supply factors, had a considerable influ-~
ence on the distributive process. In this Chapter the writer
propcses fo discuss the more recent developments and problems,
which have arisen as a result of the continued industriali-
satiocr urbanisation and the increase in national income.

Due to the difficulty of obtaining adequate informatioil,
it has been necessary to ccnfine the discussion to cer®iain
aspects of the distributive process. And even then, it has
not been pcssible to treat the problems and the developments
ag the writer would have liked to, as information has nct
always been available or forthcoming.

1l. Amalgamations and Combinations.

Reference nas already been made to the amalgamation
and combination of footwear interests,; but it is cnly as 2
result of recent develgpments that this movement has begun
to accelerate. To-day, it has reached such dimensions thzt it
is perhaps one orf tine mcst important developments in the
footwear industry.

The purpcse of this section is not so much to trace the
growth of the movement, but to try and indicate to what ex-
tent 1t has taken place,;, and the effect it has had on thre
distributive structure.

Amalgamations and combinations can be divided into tro
distinet types -~ the vertical and the horizontal. The former
refers to the integration of different interests, that is

amalgamations of units of production and distributiocn, whereas
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the latter refers to a combinaticn of the same interests,
that is unite c¢f production or units cf distribution.

With regard to vertical combinations it appears that
the main reascn for amalgamation is the desire or need by
manufacturers fcr a guaranteed outlet for their prcducts.
This tendency towards guararteed outlets is not entirely new.
In the 1870’s a TJellingtcon foctwear manufacturer, finding
great difficulty in inducing wholesale merchants tc stock 2is
products, decided to open his cwn retail stores in the vari-
ous centres cf the Cape.(1) Towards the end cf the last cent-
ury, tanners experiencing a falling off in demand for their
products, undertook the manufacture cf veldschoens.(z)

As a result of the protectiocn afforded by the CGrest
War in 1914~1&, and the increased customs duty, South African
manufacturers found little difficulty in cbtaining cutlets
for their prcducts. However, as producticon and size of the
manufacturing establishment increased; so0 the need fcr guar-
anteed outlets became necessary. Since the last increase in
customs duty on fcootwear in 1932, the amalgamation movemnent
has begun to accelerate. To-day there are two large fcootwear
crganisations.

Firstly, there is the Gocdwear Shoe group of ccocmpanies,

(3)

comprising W.Lipworth & Co., (the largest footwear wholesale

{1) Schauder - "Thae Economic History of the Boot and Shoc
Industry"

{2) Schauder - "The Xconcmic History of the Boct and Shoe
Industry'.

(3) W.Lipworth & Cc. ccmmenced business as wholesale foot-
wear merchants in 1906. In 1930 The Flexo Manufacturers and
The Vulcan Rubber Jorks were taken over. In 1939 Gocdwear
Shces Ltd. was formed, which was a ccmbination of Lipworth
and Gocdwear Shces interests, the latter company consisting
of two manufacturing establishments. In 4946 Kaffrarian Boots
(Pty) Ltd. was taken over.
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merchant in the country, the foundation member of the grcup,
and the main distributor) and the following manufacturing
.8tablishments: - Goodwear Shoes Ltd., (Ladies and Maids),
Children Shces (Pty) Ltd., (Children), Flexo Boot Manufact-
urers (ilen’s Welted), The Vulcan Rubber Werks (Pty) Ltd.,
(Canvas Shoes and 3andals) and Kaffrarian Boots (Pty) Ltd.,
(Miners’ and Fermers’ Boots).

Secondly, there is the Edworks group comprising
three manufacturing establishments:- Edworks Ltd., Sendals
Ltd., and Bddels Litd., and twc retail chain systems of Zd-
works and Dcdc Shoe Company.(u)'

Besides these two large groups, the Crown Beocot and
Leather Works is closely associated with J.W.Jagger & Co.,
and C.7. Bally is associated with Cuthberts Ltd. There are
probably many cother manufacturers who are in some way or
another connected with whclesale merchants and retallers,
but to what extent is mere speculation.

All in all, there are 10 manufacturing ec*ablish-~
ments who have guaranteed outlets for their products, either
through whclesale or retail channels. Amcngst this group are
probably the largest prcducers in the country. On the basis
that in 1943, & of the largest manufacturing establishments
accounted for 37.5ﬁ(5) of the tctal production, it is not
unreasoneble tc suzgest that these 10 manufacturing establish-
ments are respcnsible for at least one third of the toctal
production of tixe country.

As a result cf these vertical combinations, the

importance of the independent wholesale merchant and retailer

(4) In March 1SLl}, Zdworks share capital was increased to

acquire Messrs. 3andals Ltd., and &ddels Ltd., of Pieter-

maritzburg, and the Dodo Bhoe Company of Johannesburgs.

(5) Table 16B. "Facts and Figures of Footwear Manufacturing
in South Africa."
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in the chain cf distribution has declined considerably. The
"gzroup organisaticn' has beccme a very important factor in
the distributive structure. The importance of these group
organisations is 1llustrated by a survey undertaken by the
writer on foctwear advertising in "The Star" over a pericd
of 5 months during 19L6. PFrom this survey it was found that
39¢i of all advertising by footwear manufacturers, and, with
the exception of one chain organisation, all retail chain
advertising (whieh comprised 61w of all fcotwear retail
advertising) can be attributed in one way or ancther to these
"group organisations".

Combinaticons and amalgamations of a herizcntal nature
have been mainly brought abcut as a result cf the expansionary
policy of certcin organisations, and the economies to be
obtained from large scale buying and selling. We have al-
ready discussed the combinaticn of retail stores - in the

(6)

form of the chain orpganisation, and at present we are
mainly concerned with ccubinations of manufacturing establisgh-
ments.

Forizontal combinations and amalgamations have been
brought about by cross directorates, as in the case of United
Shoes (Pty) Ltd., and Modern Shoes (Pty) Ltd.;(T) and Sarcents
Ltd., and Bagshaw, Gibaud & Company Ltd., or by holding comn-

panies ag in the case of Consocl. Footwear (S.4.) ~%4%d the

(6; See Chapter 1, page 1l.

(7) Modern Shces (Pty) Ltd. was incorporated on the lst Jan.
19ty to acquire the family partnershims of Messrs. J.K. Smith
& Co., and Modern Boot & Shee Company. In Nev. 1943, the
Gecrge Boot TFactcry was acquired and incorporated as United
Shoes (Pty) ILtd. In June 1945, the shareholding of Messrs.
United Shoes (Pty) Ltd. was purchased by Messrs. Mcdern

Shees (Pty) Ltd.
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subsidiary companies being $.0.3. Boots Ltd. and Jchannes-~
burg Boots Tta(8); and Pelt and Textiles of S.a ~ 109
the subsidiaries being R. Faulks Ltd. and S.A., Slippers
(Pty) Ltd.

As a result of these combinations amalgamations,; mainu-
facturing establishments have been encouraged to undertake
more and more of the distribution functicn, and to-day, these
establishments play an important part in the distribution of
foctwear. The manufacturers have established large sales
departments with the purpcse of sclling direct to the retail-
er, and thus have undertaken functions, which were previous-
1y carried cult by wholesale merchants. rurther, by carrying
out large scale advertising campaigns(1o), these manufactur-
ers have undertzsken the provision of information to the
consumer, which nreviously wee regarded as the functicn of
the retailer. In cther words, horizontal combinaticns, like

ver' cal combinaticns has had the effect of reducing ithe

(8) Consol. Fcotwear(S.A.) Ltd. was formed in June 1940 to zc-—
guire all the shares of 5.0.8., Boots Ltd, which was founced
in 4919, In Jan. 1942, the Johannesburg Boot and Shoe Company,
an old established partnership business was acgulredd

(9) Mr. R. Faulks arrived in Durban from Australia in Nov.
1934, and started a small slipper manufacturing establishicnt.
The firm expanded its activities very rapidly. In 41936 an
insolvent shoe factory and a slipper factiry were acquired

in Johannesburg, these two businesses were amalgamated under
the name of Felt Industries (Pty) Ltd. In 41938 another factory
was established in Cape Tcwn. The firms?® activities were
extended to the manufacture of felts, carpets, cotton wocl,
etc. In 1943, Felt and Textiles (Ptyi Ltd. was formed in
conjunction with the Industrial Develcpment Corporation to
amaelgamate the variocus interests, the fcllowing year this was
converted intc a public company - Felt and Textiles of 3.A.0G4.

(10) 35% of tie advertising undertaken by footwear manufact-
urers over a perifod of 5 months in "The Star" during 1945 —as
attributed tc this group.
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importance of the retailer and the wholesale merchant,

111. The War =nd its Effects on the Distributive Systen.

A8 the result of the outbreak of wgr in 1939, cverceas
supplies of fcotwear were cut off, imports declined fron
2 million pairs to a 1little under : millicn pairs in 19h4£11)
On the other hand, due to the increase in the earnings cf the
lower income grcups, demand increased. In addition manufoctur-
ers were engaged on large military contracts.(12) The result
was a remarkable increase in production of leather boots and
shoes from 7% million in 1939 to 112 million in 1ouut13)

After the cessaticon of hostilities,; both demand and
prcducticn ccntinued tc increesse, mainly as a result of the
difficulities cr' obtaining supplies from cverseas, and the
demand by returned ex-servicemen. Further, large purchases
were made by refuegees and members of passing conveys; and
large consignments were despratched to Europe by relief
organisations.(1“)

As a re-ult of this increased production, the pro-
ductive capacity of the manufacturing estabvlishments expand-
ed. Manufacturers, realising the possibility of a falling off
cff demand, attempted to obtain guaranteed outlets for tiheir
products by contrclling the disposal of their output.

As & result of the increased demand, the financial
pesition of small manufacturers and small retailers was streng-

thened, and their reliance on the wholesale merchant as a

means of dispceing their cutput or obtaining long credit de-

(41) Table 7 "Tacts and Figures of Footwear Manufacturing in
S,Africall
(412) Total prcduction ¢of leather beoots and shoes fer the armed
forces up to 1G4l was a 1little over 8 million. Canvas fcotwear
produced for the armed forces was a little over 3 millicn prs.
E13gTable MPacts & Fipures of Fcotwear Manufacturing in 3.4.°
14 )Footwear Lanufacturers’ Federation Year Bock 1945, page L3.
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decreased.,

Thus, the increascd demand and prcduction have had a
considerable effect in reducing the importance of the whole-~
sale merchant and increasing the importance of both the manu-~

| facturer and the retailer in the chain of distribution.

The war, however, alsoc set intc mecticn certain forces
which tended tc¢ have a counteracting influence. For instance,
the price contrcl regulations, which enabled manufacturers
to obtain the same price for their produce, whether they sold
to the retailer or the wholesale merchant, had the effect of
encouraging manufacturers to sell to the wholesale merchant
in preference to the retailer. Purther; as result of the
raticning of petrcl and tyres, and the shortage of stocks,
manufacturers called on retailers less freguently, and thus
the retailer was obliged tc fall back on the whclesale rmer-
chant for promnpt deliveries.

Another very interesting feature arising out of the
war was the increcased interesat taken by mining and financial
"houses!" in industrial enterprises. This was brought about
by the fact that during the war, large cash reserves were
accumulated by mining and financial "houses", and as a result
cf the curtailment of building and mining, considerable dif-
ficulty was found in obtaining prcfitable outlets for these
funds. The Government taxation and borrowing policy was not
bold enough to absocorb these liquid reserves, with the result
the supply of money was greater than demand. Interest rates
fell and share values rose. With the cessation of hostilities
and the rich gold strike in the Free State, the "bullish

tendency" cn the stock exchange developed into a major boom.
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I'inancial and mining '"houses" realising the opportunity
of obtaining ready cash from the public, hegan tc float large
industrial and financial houses and expand existing cnes.
These funds were then used to acquire large chareholdings in
commercial and industrial undertakings; interests in 8 large
footwear manufacturing establishments were thus acguired.

TABLE X.

The Control and Interest of Industrial and financial Houses

in Footwear Manufacturing Establishments.

Manufacturing Establishment. financial or Industrial House.
United Shoes (PtY; Ltd. g Second Merchants Corporation.
Modern Shoes (Pty) Ltd.

Consolidated Rubber (Pty) Ltd.) South African General
Algos 3oots Ltd. Industries.

Nugget Jootwear Ltd. Porterfield Estates.

P.E. Boot Co. Ltd. Rock Holdings.

African Rubber & Shoe Manu- . e

facturing Co.(Pty) Ltd. Orkin Holdinge.

Pelt and Textiles(S.A.) Ltd. Industrial Developnent
Ccrperation.

As yet it is impossible to predict with any certainty
what effect this movement is likely to have on the distribu-
ticn of footwear. Sc far it appears that the division of
labour principle has been merely applied to finance, for the
management and tc a certain extent the ccntrol of thiese organ-
igations still appear to be vested in the previous provrietors.

owever, within the Orkin Holdings group there are a
number cf distributing organisations, and it is very likely
they will act as the main distributors for the African Rubber
and Shoe ilanufacturing Co.{Pty) Ltd. Further, South African
General Industries have recently acquired the Atlas Fociwear
Itd., a distributing organisation. From this it appears that
1t ig very likely that in the future these financial and

induetrial houses wlill be instrumental in carrying cut large
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combination and amalgamation schemes.

1V. Recent Developments in the Advertising of Fcoctwear.

Az numerocus references have already been made to the
part played by advertising in the distributive structure,
this gection will be mainly confined to a discussgicn of the
present advertising methods of manufacturers and retailers,
with particular emphasis on newspaper advertising, and the
effects of footwear advertising. or the purpose cf this
discussion, advertising will be divided into manufacturing
advertising and retail advertising.

A+ The Advertising of Footwear by Manufacturers.

2efore the war manufacturers relied mainly on retailers
to provide the necessary information to consumers about their
products, and thus the advertising undertaken by manufactur-
ers were mainly confiined to the retail trade, throush trade
journals and dealer assistance, but even this form of adver-
tising was on a very small ecale. It was only on special
occasicns that manufecturers undertock any consumer advertis-
ing on a national scale. In "The Eastern Province erzld" over
a pericd of four months(15) in 1939, there was only one advert-
isement of 12 inches of one column space. In "The 3tar" over

(16

a pericd of 5 months ) there were 13 advertisements total-
ling 417% inches.
As a result of recent gdevelopments a ccmplete change

has taken place in the advertisihg policy of wmanufacturers.

(15) The four months were January, February, April znd Decem-
ber. These months were nct chosen for any particular purpose,
but were regarded by the writer as a sample for the rear.

The figures for December 1945 were taken to represent Decem-
ber 194¢.

(16) The five months were January, February, March, April
and Decenber.
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There azppears to be two main reasons for this tremendous
increase in advertising. The firct reason has aliready been
discusesed on previcus'occasions, that 1s, manufacturers,; in
crder to obtain a control over the disposal of their products,
have undertaken large scale advertising campaigns. Secondly,
expenditure on advertising is a rather useful means of re-
ducing the manufacturer’s liability for Excess Profit Duty.

I n other words £100 spent on advertising only costs the
manufacturer 550.(17) Thus the present value of manufacturers?
expected returns of £100 of advertising is greater than £50.

The high Excess Profit Duty is probably the main
reason for this tremendous increase in advertising. In fact
in certain businese cirecles it is actually referred to as
"E.P.D. Advertising". As 1.72.D. is reduced, the volume of
advertising will decline, but it is very unlikely that it will
be reduced to anything like thi re-war level.

B. The Advertising of Footwear by Retailers.

As a result of co-ditions arising out of the war, the
demand for consumer goods has increased, whereas supbly has
been reduced, with the result a greater peortion of the burden
of bringing buyer and seller together has been siifted on to
the buyer. Thus the necessity [for advertising by retailers
has decreased, In five months?! advertising in "The 3tar®, it
was found that the volume of advertising had decrcased from
136 advertisements (ocecupying a space of 23356 inches of one
column space) in 1939 to 96 advertisements (occupying a space
of 150L inches) in 1946. This reduction may have been greater,

had it not been for the high Zxecess Profit Duty. A reduction

{17) Fere again we note the dirference between .“€ costs to
the consumer and costs to the community., The ccmmmunity pays
the full cost of the advertising, whereas the consumer only
pays a part thereof.
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of £100 szdvertising would only result in a saving of 250 to
the retailer, who paid Excess Trofit Duty.

To what extent this decline in advertising is due to
the fact that there was ''seller’s market" is difficult to say.
For there were other important factors that influenced the
volume of advertising, such as increased advertising vates,
shortage of advertising space, and the fact that manufactur-
ers had undertaken large scale advertising campaigns.

Unforiéunately there is no statistical information
available to indicate whether there has been a corresponding
decrease in the value of sales, as well as the number of pairs
of shces so0ld, by those retailers who advertise in "The Star"1
This is unlikely. Assuming that those retailers who advert-
ised in "The Star', decreased their total advertising expend-
iture in more or lese the same proportion as they decreased
their advertising in "The Star", then the retail advertising
expenses per pair of shoes during 1946 was less than in 1939,

In spite of the fact, that there has been a sellerss
market, retail advertising in "The Eastern Prcvince ferald"
hags increased from 52 advertisements of 14134 inches of one
column space over a periocd of 5 months in 1939 to 38 advert-
isements of 2129 inches during the same period in i9L%.
This increase has been brought about by local conditions in
the last Pew years. Two chain organisations have cpened up
branches and 3 new footwear storesgs have been established in
Port Elizabeth. The initial advertising outlay in new stores
tends to be greater, and in addition competitors wer. more
or lese Torced to advertise in order to maintain competition.

he most striking feature in retail advertising of

Tootwear is the considerable fluctuation in the volume of
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advertising. In "The Star" and "The Eastern Province Herald",
approximately 50, of the advertising was on a Priday (see
Tablel Annexure 1)} and approximately 75% of the advertising
fell on Jednesday, Thursdsy and Friday. The main reason for
this is that in large centres there is a considerable number
of weekly paid workers, who &are usually paid on Friday. Thus
the purchasing power avalilable on Friday and Saturday, partic-
ularly Saturday, the conventichal shopping day, is greater
than other days of the week.

And for similar reasons, advertising tends to be high-
est in the first week of the month and lowest towards the
middle of the month (see Tables 1 and 11 Annexure 1).

Another noticeable feature is that the volume of
advertising undertaken by chain crganisations forms a greater
percentage of retail advertising in 41946 than in 1939. It
also appears that chain, departmental and independent stores
all tend to have different advertising policies (see Tables
V,Vl and V11 Annexure 1).

C. The Effects of Advertising.

Irrespective of the purpcse and reasens for adverti-
ising by manufacturers and retailers, advertising tends to
have the effect of firstly, altering the consumerss subjective
valuation of a particular brand of footwear, and footwear in
general; and secondly, influencing the operation of bringing
buyer and seller togetherd

Due tc the lack of staﬁdardisation of shoes, and the
difficulty of setting a valuation for the varying product
characteristics, such as style, the niceties of manuflacture
and comfort gualities, it is very unlikely that the advertis-

ing of footwear or a particular brand of footwear would affect
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consumer’s subjective valuation of footwear, or a particular
brand of footwear, to any great extent.

Fowever, all advertising tends to be competitive,
either between commodities or between commodities and leisure,
thus not only will the advertising of footwear, but all ad-
vertising, whether it.be for ﬁatent medicines or cinema shows,
will affect the consumer’s subjective valuation of fcotwear.

As for the operation of bringing buyer and seller togeth-
er, it is held that as advgrtising is informative and has the
effect of standardieing consumer’s requirements, it reduces
the cost of distribution. The fact that retailers? selling
costs of advertised articles is less than that of the non-
advertised product, tends to substantiate this belief. There
appears to be no scientific¢ proof for this belief. In order
to carry out a successful advertising campaign, the advertised
product must be slightly different to others,; thus advertis-
ing has the effeect of increasing styles and fashions, which
in turn confuses the consumer. In addition advertising tends
to meke it more difficult to sell a non-advertised product.

Due to the number of variables present, and the diffi-
culty of measuring these variables, it is absclutely impossi-
ble to determine whether advertising has increased or decreas-
ed the consumer’s subjective valuation of footwear, or whether

there has been a reduction in distribution costs.

V. Manzsgement and its Relationship to Distribution.

The consumer through the pricing system will ultimately
determine the methods and policies and even the costs of
distributicn. Under the “bespoke" method of production, the

working of the pricing system was simple and straight ferward,
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but under the present factory system producti... has to be
planned far in advance and the process tends to become rather
complicated. Decisions taken by the management and the co-
ordinaticn of such decisions will have & considernable influ-
ence on the distributive structure. The ability of the manage-
ment to make decisions depends upon two factors (=2) the
structure of management, and (b) the standard of traihing.

(a) The Structure of Managament.

In order to make decisions and to carry out such
decisicns successfully, it is essential that the m-nagement
should be so arranged that the work of every person in the
organisation should be confined as far as possible to the
performance or 4 single leading function, and ecch function
should be so co-ordinated zs to obviate waste and friction.
Questicns of reesponsibility and authority should be clearly
defined so as to avoid confusion.(18)

Thus the distributive process if it is to pe carried
out successrully, should be under a separate department
known as the Bales Department. The head of such a department
should be an executive and should have a certain amount of
control in the policy of the organisation, particularly in
the production programmes in the case of the manufacturer,
and the buying policy in the case of the wholesale or retail
merchant.,

In South Africa, due to the family infliluence on the

(18) Taylor - "Scientific Management"
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(19)

business organisation, proprietorial interest tends to
bhecome involved with executive decisions, which are often
influenced by sentiment and proprietorial interests and mo-
tives and not necessarily by reason. Responsibility and
authority are very seldcm defined and it is not unusual for
one menber tec interfere in the function controlled by another.
More often than not the various functions of the distribut-
ing organisaticns are controlled Jjointly by a number of mem-
bers of the family.!20)

This family influence on management has had a consider-
able influence on the methods and policies of distribution.
The family corganisation very scldeom plans far ahead, with the
result the policy of such organisations tends to he short-

sighted, and clashes with the general interests of society.

In this connection it is interesting to compare the

(19) Cut of the 96 manufacturing establishmente, 2. were indiv-
idual concerns, 24 were partnerships, 43 were private compan-
ies and 6 were public companies. The management of the individ-
ual and partnership orgznisations were to a great extent
controlled by family interests. Many of the company or~anisa-
tions are entirely or partially controlled by the fanily.

On an excmination of the 1lctterheads of 32 companies, it was
found that of zpproximately 50, of these , at leanst two of the
directeors had the same name. Even the two largest Icotwear
organigations have a tremendcus family influence, in the one,

2 out of the 6 directors, and in the other, 3 out of the 9

have the same name. For the exception of a few large retail

and wholesale organisations, the majority are individual and
family concerns.

(20) According %tc the Census of Distributicn of Industrial
Production 19L2-43, out of the 96 manufacturing establisl..ents
only 23 claimed to have had salcs managers, This means that
sales function in the other establishments wmust have been
carried out by persons in charge of other functicns, probably
the proprietor himself. The fact, that the average salary paid
to the 8ales Managers was only £872 p.a. is sufficient indica-
tion that the Sales lManagers were, in the majcrity of cases,
carrying out routine fanctions and not making decisions.

Zor the exception of the larger chain organisations and denart-
ment stores, the majority of the functions are carried out by
the proprietor himself or by a member of his family.
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policies of the chain organisation, which is usually a non-
family crganisation, and a family-owned retail store, tcwards
the ownership of property. The former crganisation usually
possesses ownership of the building in which the retail store
ig situated, whereas the individual retailer does not.
Admittedly the former crganisation has greater funds at its
disposal, but this 18 nct the main reason. The chain organi-
saticn tends to plan further ahesad than the independent store,
for by pcssessing ownership of the property, o retcil store
ie able to build up a contsiderable ocmount of gocecdwill, as a
result of a permanent location. This in turn will probably
have the effect'of reducing the cogt of bringing buyer and
seller together.

Another example of this lack of foresight is the atti-
tude of manufactursrs towards the export trade in the last
few years. The Minister of Zconomic Development snd the ‘oot-
wear lanulfacturers?® Pederation have both emphasised and
stressed the importance of manufacturers obtzining and retain-
ing export connecticons with a view of establishing a perman-
ent export market for Scuth Africa. The Controller cof ILesther
has from time to time reported that export gquctas were_ﬁot
being filied.

As a result of recent developments, particularly the
move towards amalgamations and combinations, the family
influence on management has slowly begun to decline. This
decline hos been retarded by the protection afforded to man-
ufacturers in the form cf hizh customs duty. In addition,
the continual rise in the price of gold has had the effect
of bolstering South African economy at regular intervals,

and has produced a considerable amount of slackness in South
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African Industry.

As the family and the free .aterprise system igs still
the basis of our society, it is more than likel, that the
family organisation will continue to play a very important
part in the structure of distribution for many years to come,
particularly in the young and undeveloped parts of the coun-
try, where initiative and enterprise are needed for the huild-

ing up of capital.

(b). The Standard of Training.

The majority of pecple engaged in distributicn do not
possess the necessary gualifications or training. Both retail-
ing and manufacturing, but particularly retailing, offer many
attractions to the man with little capital and initiotive
and no professicnal aptitudes, for it gives a person tle oppor-
tunity of being an employer and the chance and the hope of
making lorge profits. The opportunity is of considerable
value te uminority groups (Indians, Greeks, Chinamen and Jews),
for retailing offers them a certain amount of security.

It has been suggested that people wishing to under-
take the distributive process should possess the necessary
qualifications before being issued with a licence. It
that doctors, lawyers and accountante are reguired to pass
certain examinations before given the right to practise.
Further, their behaviour as doctors, lawyers and accountants
are governed by a set of regulations =so as to protect the
public from malpractices. Artisans have to undergo long per-
iods of training and apprenticeship before being able to
undertake certain kinds of work: It is held that a similar
system should be applied to the distributive trade. 4 distrib-

utor of footwear, who has very little knowledge of Fittings
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and footshapes is not in the positicn of being able to carry
out the distribution function efficiently. Moreover, he has
the effect of increasing distribution costs.

The main objection to such a licensing system is that
it interferes with individual liberties, and that it would
be extremely difficult to put into operation. The first ob-
Jection 18 a politicel factor and falls outside the scope of
this thesis. The second objection is mabnly of a technical
nature and could be overcome with a little difficulty.

Alternatively, it has been suggested that manufacturers
and wholesale merchants, in order to restrict the number of
retailers,who dc not possess the necessary qualifications,
should pay more attention to the ability of the retailer to
succeed, before granting 1tng credit terms. It is held that
this may have the effect of eliminating the less efficient
retailers, and thus reduce costs. In addition a restriction
of credit may have the effect of reducing holding costs, for
retailers will exercise more care when making purchases.

Similarly, it is held that machinery and supply come-
panies should pay more attention to the qualifications of the
manufacturer before leasing machinery.

In South Africa, it appears that the more success-
ful organisations have been built up by individuals or family
interests, who have had very little scientific training in
executive responsibilities. This fact has influenced their
attitude towards the employment of trained personnel. Lowever,
the mcod of the business community is slowly changing, but a
considerable amocunt of propaganda is still necessary to bring
about this change in atiitude. In this connection, ixcess

Preofit Duty has had a considerable retarding effect on tae
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movement, for the incentive to increase efficiency has de-
clined.

Vl. The 3tate and its Relationship to the Marketing and

Distribution of Footwear.

No direct attempt has been made by the state or any
other public authority to regulate or interfere with the dis-
tribution of footwear. However, the activities and policies
of the state and other public authorities have had a consid-
erable influence on the distribution process. These activit-
ieg cen be conveniently divided into thoge that influence the
demand and those that influence the Bupply of footwear. This
divigion 1s an arbitrary one. Certain activities of the stsate
may affect both supply and demand. Others may only have an
indirect influence by improving the efficiency of the market-
ing and distribution structure.

(a) Demand Factors.

The demand for footwear depends upon two factors (1)
the income of the family group, end (2) the pattern of expend-
iture of the family group., The state or any public authority
by influencing _ither of these factors will affect the demand
Tor footwear.

In recent years the distinction between the =zatisfact-
ion of the consumer (measured in terme of money) and the wel-
fare of society (a term used in the broadest sense and which
cannot be measured in any unit value) has become apparent.

A consumer may derive a considerable amount of satisfaction
from drugs, but its >nmsumption has become harmful to society.
On the other hand, the matisfaction derived from health ser-
vices may be less than its exntribution to the welfare of

society. The state has influenced the demand fcr both these
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commodities with the purpose of protecting the interests of
the country. In the one case this has been done by means of
legislation énd strict police supervision, and in the other
by subsidies.

Footﬁear, however, is a commodity where the satisfact-
ion of the consumer does not generally clash with the general
welfare of the country. Thus the staté policy towards the
demand for footwear may be regarded as passive., ilowever, there
is one exception; in certain classes of employment the nature
of the werk makes the protection of the feet necessary, and
it is very likely that in certain cases the satisfaction of
the consumer may be less than is reasonably necessary to pro-
tect the health of the country. Thus the state by means of
legislation has made it compulsory fer an employer to provide
free of charge and maintain in good condition an adequate
supply of protective clothing and appliances, including foot-
wear, to 2n employee, who in the course of his work is exposed
to wet processes, or to heat, or any poisonous or other injur-
ious substances liable to cause injury or disease.(zz)

It would be extremely difficult to try and evaluate
the actual effect this legislation has had on the demniand for
footwear, It is more than likely that it has led to an increase
in the demand for certain types of footwear, such as rubber
boots or miner*s boots. Further, it has enabled a concentrat-
ion ¢f demand to take place, and sco has probably had the effect
of reducing distributicn costs. On the other hand, the

increased demand for occupational footwear has reduced the

Sar v mn e = A

(22) Bec. 10 (1) Wages Determination No. 105 - Unskilled
work on the Witwatersrand and the Reef, Para.18 of the regu-
lations promulgated umder Section 51 (1) (c) of the Factory,
Machinery and Building Wcrks Act No. 22 of 1941 and by Govt.
Notice No.4227 of 1941 gleoc makes similar provisions.
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demand for other types.

The state's economic and political policies have had a
considerable influence on the factors that determine the de-
mand for footwear. Wage legislation, taxation, customs duty
and reilway rates have all influenced the pattern of expend-
iture of the family as well as the amount available for
expenditure. The government’s '"civilised" labour policy has
had the effect of preventing an increase in the earnings of
the Non-uropean population, and increasing the earning
capacity of the European population. This has materially af-
fected the demand for all consumer goods, including footwear.
A more cgual distribution of wealth would lead to a greater
demand for all consumer goods.

During the war the clash between consumer satisfactions
and the welfare of scciety became more apparent. The state
by means of various controls and increased taxation was able
to influence not only the pattern of expenditure and the
income available for expenditure, but also the supply of
coneumer goods. It 15 held that footwear was less s=carce than
other wearing apparel, and thus the demand for foctwear dur-
ing the war period was regarded as gbove '"mormal".

() Supply Factors.:

Jith the growth of large scale production and selling,
conditions of perfect competition began to disappear, and
monopeoly conditions hegan to develop. Certain profit-seeking
operetions of businessmen tend to clash with the broader
interests of society. The state in attempting to prevent this
clash of interest, undertcok to control and regulate =z num-
ber cof distribution functions, Certailn practices are dishon-

est beecause they involve fraud, deception and bad faith.
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The state in order toc protect the consumer from such pract-
ices has attempted to control and regulate the zale of commo-
dities. Under the Weights and Measures Act(zj), the gale of
commcdities muet comply with certzin regulations as to weights
and measurements. Act32 of 1923 prohibits the manufacture or
the importation of fooctwear made from adulterated leather.
Certain activities, although not dishonest, tend to be against

(24)

public policy, such as trading on Sunday,
(25)

on national rcads.

or advertising

Certain competitive practices of tc-day tend to uinder
the :ir. ability of business men to compete. The state has
attempted to control the plane of competition so as tc retain
all the ben Jits which result from competition, while execlud-
ing those manifestations which seem to thwart the best
interests of scciety.

For instance, the Trade Marks, Designs and Copyright
Act (26) encourages initiative and incentive by giving the
owners of trade marks certain privileges, but at the same time
laying down certain provisions so as to prevent business wen
obtalning unfair advantages over their competitcrs. In this
connection it is interesting to note the case of Cuthbert &
Go., ve. Southall & Co., 27) where it was held tnat the trade
mark "lightfoot" was a term which had special reference to
the guality of the shoes and thus would give the firm an
unfair advantage over itse competitors. Further, ti:e i‘ootwear

Manufacturers’ Federation opposed the applicaticn of the

(23) Weighte and Measures. Act. 32 of 1922 amended by Act 13
cf 1933 and Act 8 of 1940.
M) Bunday Observance Ordinance 1838,
25 Adﬁertising on Roads and Ribbon Development Act 21 of
1940,
E26; Act L2 of 1941 es amended by Act 31 of 41941,
27) Volume 19 8.C.P. page L35.
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Internaticnal Shce Company of U.S.A. for the registration of
the trade mark "Happy Hiker", on the ground that the term
hiker had dlrect reference to the character of tlhe shce, and
would give the trade the impression it was built for the

purpoge of hiking.(ga)

The giving away of frec gifts or coupons(zg) is also
regarded as illegitimate competition, for it tends to influ-
ence the consumer to purchase an article on account of the
free gift of coupon, thus giving certain manufacturers and
distributors an unfair advantage over competitors. Further
it is held that such a scheme tends to have the effect of
increasing prices.(jo)

In order to maintaln open competition in tr-ding on
mining grounds, the Gold Laws (35 of 1908) of the Transvaal
were passed. These Laws prohibit persons carrying cn mining,
being interested in a business on which such mining is carried
on and for which genersl dealer?s licence or a municipal
licence is reguired. The CGold Laws enable the Liining Ccmmiss-
ioner tc put up for aucticn certain trading concessicns on
mining ground. It is very doubtful whether this wmethocd of
granting licences has had the effect of maintaining competit-
ion. The present method of trading on mining rrcocund appears
to have all the disadvantages which result frcm competiticn
and none of the adv-ntages of the lack of competition. Thus

it has been suggested in certain gquarters that 2 public util-

ity corporation should be set up by the state for the purpose

29 Trades Coupon Act 18 of 1935.

30 It is interesting to note that one of the largest manu-
facturing concerns in S.A. was contravening this regul-tion
before the war, by placing balloons in children?s shoes. This
tended to influence children to persuade their perents to
purchase = particular pair of shces.

§28§ T.i.7s 1945 Year Book, page L49.
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Recently, government’s policies have created a consid-
erable amount of uncertainty in the bustness world. In 1946
Mr. Hofmeyer reduced E.P.D. as from July 1945. It is expected
that the same procedure will be adopted in his 1947 budget.
This means that when estimating future requirements another
unknown factor has to be taken into account. Purther, the
attempt to pass Clause 6 of the Income Tax Amendment Act of
1946 caused a considerable amount of opposition. In referring
to the withdrawal of this clause, the Minister made a threat,
(we cannot call it anything else) to the effect that he would
devige some other means c¢f achieving his purpcse, and this
is bound to create a feeling of uncertainty amongst business
organisations.(BB)

The fufure policy of Railway Rating is very uncertain.
The Board of Trade Report No.285 recommended a revision of
the present principle of "what the traffic can bear' to the
principle of "cost of service", as the means of determining
rates. Tue Minister of Transport in a White paper subsequent-
ly supported the present system. In a recent speech wmade by
the Minister, he vaguely hinted that some of the rccommenda-
tions of the Board may be adopted in the future.

The government’s future labour policy has not been very
clearly defined, This particularly applies to the =tate’s
attitude towards African Trnde Unions.

The price control policy of the government nas also
covle im for a considerable amount of criticism. In interviews
with numerous manufacturers, as to the method of price con-

trol rdcpted in their organisations, contradictory cnswers

(33) BStatement made by Mr.H.J. Sanderson at the 8th Annual
Report of the Nassau Investment Corporation.
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were given. Many organisations were rather vague as to the
methods used,‘others confessed that in many cases they were
unable to understand the regulations. In addition, the
methods of determining prices were constantly being changed.
Of late the government's attitude towards the gold mines hpe
created a considerable amount of mncertainty, and the govern-
ment?s policy is partly responsible for the crash on the
Stock Exchonge, which in turn has affected the purchasing
power available for consumer goods.

A1l this uncertainty has made the estimation of future
requirements of the consumer rather difficult, and the pay-
ment to bear the risks of undertaking these estimations has
increansed zccordingly.

The state, however, attempts to reduce the uncertainty
of the future in numercus ways. The laws of the state relat-
ing to purchase and sale, and the laws relating to insolvency,
compenies, bills of exehange, etc., lay down prccedures and
regulations which have to be followed in the business world.
This has the effect of reducing to some extent a certain
amount of risk. Further, the state by providing ccrtain
statistical information, assists the business organisation

in estimating future requirements.

V1il. The Co~ordination of Methods and Policies_in the

Distribution of Pootwear.

It will be found that in any society people with like
interests will tend to come together in order to provide
certain facilities for their interesis. Business men under-
teking the distribution of footwear are no exception to this
rule, In order to form an sssociation of like interests, it

is necessary that certain functions should be delegated to a



90.
collective body. Business men, however, will tend only to
delegate those functions, where the expected return to the
business organisation is greater than any lcss or inconveni-
ence the business organisaticn is likely to suffer as a
result of the delegation.

As a result of the concentration and specianlisation of
industry and commerce, the profit motive of the individual,
on occesions, tends to ¢lash with the welfare of socliety.
The statc has thus been obliged to intervene, either by con-
trolling or prohibiting certain activities of the business
man..This increased state intervention has in turn endanger-
ed certain interests of the business organisatiocon, hence in-
creasing the necessity of co-ordinating their interests.

A.- Retail Trade Asscciations. .

The footwesr retailer’s main function is to previde
certain services to the congumer, such as variety, conveni-
ence and immediacy. The provision of such services derends
to a considerable extent on the individual personality of
the organisation. The retailer regards this as & sort of trade
secret, and thus is not very willing to delegaste any of his
functicns. The expected return will be less thon the loss cr
inconvenience the retailer will experience as a result of the
delegetion of such functions. This is probably the main
reason why there is no footwear retailgrs’ associaticn to-day.

However, as soon as the state began to take an inter-
est in the variocus activities of the country, it became appar-
ent that the state’s interest tended to clash with the inter-
est of the distributor. Thus distributors came together for

the purpose of organising themselves as a front against the
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state. As.far back as 1857, at the first meeting of the
Durban Chamber of Commerce, the President summed up the pur-~
pose of the Chamber in the following words; "The fact of the
existence of such a body will often tend to prevent the very
attempt at partial or vicious 1egislation".(3u)
The maoin function of the Chamber of Commerce has heen

the scrutinising of legislation that affects its members,

and tc agitate for legislation wherever needed. Railway rating
policy, postal matters, customs duty and problems of taxation
have always been the main items on the agenda,

The growth and the development of the Chamber of Com-
merce can be ¢losely correlated with the growth of govern-
ment interference in trade and industry. The government, due
to the war, has been given considerable powers under the
emergency regulations. Problems of imports, exports, prices,
rents and the allocation of resources and manpower have been
decided by various government appointed contrcl boards; in-
stead of the interaction of supply and demand. As & result
of these increased powers, the Chamber of Commerce hrs been
extremely active. During the war, the Chamber of Commerce in
the vericus centres acted as an liason between the govern-
ment and the distributor for the purpose of deciding matters
arising out of control. After the cessation of hostilities,
the Chamber has been very active in agitating for the relax-
ation of such controls.

Numerous footwear retailers snd wholesale merchants
heve Jjcined the Chamber of Commerce, which is a simple trade
association of trader aiming merely at assisting its mem-

bers in their business activities. The -object is not to inter-

(34) "Rules of Association of the Durban Chamber of Commerce".
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f'ere with the business itself but to promote general condit-
ions favourable to traders.

B. Manufacturer’s Associatiocn.

Like the retailer, the manufacturer had very little
to gain by delegating any functions. The powers of the
Manufacturer?’s Association were very much the same as those
of the Chamber of Commerce. It merely aimed at assisting its
members in their business activities with no object of inter-
fering with business itself.

“fith the expansion of the footwear manufacturing indus-
try in the 1930°%s, and the growth of the large manufccturing
unit, the problems of the industry and the manufacturer be-
came reather complicated. Further, as a result of the increased
activity of the state, particularly during the last & years,
the industry’s and the manufacture-‘'s associations? problems
increased. It soon became apparent that some of the tasks
could be best undertaken by an organisation representative
of &1l the associations. In 1944, this need was fulfilled,
the Pootwear Manufacturers' Federation of South Africa was
formed, consisting of the five existing footwear maenufactur-
ers’ associaticns. The functions of the new organisaticn can
be roughly divided into three categories.

Firstly, it provided the machinery to ennble footwear
manufacturers to cc~ordinate their activities with that of
the state and other industries. Such ¢o-cordination was in
many casecs already in existence, but the national »rganisa-
tion was more competent in arranging for this co-ordination,
The Footwear Manufacturers® Federation was represented on
The Contrcller of Leather Central Advisory Committee, The

Army Boot Committee, Leather Industries Resezrch Institute,
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The 8.A. Federated Ch ambcer of Industries and the 'ar Dispo-
sals Beard. It further co~operated with the Institute of the
Boot and dhoe Industiry. A permanent liason committee was
set up to deal with matters with tanners and the general
leather goods section,(35) It was suggested that the Footwear
Manufacturers’ PFPederation should encourage co-operation with
other industries. Proposals were put dBrward for the format-
ion of a iTational Colour and Style Committee, with a view
to maximising the efficiency of selling fashion goods and
giving betier service to the public.(36)

The setting up of the Footwear Manufacturers’ Federation
enabled the manufacturers to tackle thelr most imporfant prob-
lem =~ protecticn. The Federation has been very active in this
sphere, especially with regard to the continuaticn of import
contrecl. Various representations have already been made to
the Becard of Trade on this problem.

Secondly, the Federation undertook certain tasks which
were previously in existence, but due to the nature of the
tasks, could not be undertaken by local manufacturers’ associ-
ation. The most important of these tasks was that of publici-
ty and the supplying of certain services.

In the publicity sphere the Federation, although only
in operaticn fcr a short while, has made remarkable progress.
It has already made known its views and has arranged for both
advertising and publicity in the various trade Journals such
as "Shces and Views", "S.A. Industry and Trade", "The Buyer"
and through the daily press. At the request of the Secretary

of Cocmmerce and Industries it arranged a display af S.African

(35) "Footwear Manufacturers’ Federation Year BookV 41945
Page 35, ,
(36) National Secretary s Report 4194k,
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and further agreed to assist in placing orders of another
10,000 pairs for Holland.(ja)

The co~ordination of marketing and distributicn funct-
ions is merely a further application of the principle of the
division of labour. The Footwear Manufacturers? Federation
being a specialist organisation, is able to carry out cecrtain
of the marketing and distribution funetions mcre efficiently
than the manufacturer himself. For instance, the FPederation’s
publicity policy has done more to reduce the prejudice against
South African foctwear than the ccmbined efforts of cach
individual manufacturer. farther, the Federation is able to
provide certain informaticn with regard to the market at a
lower c¢cst. Moreover, by delegating certain functicns, the
manufaecturer is able tc specialise and concentrate on the
remaining functions more efficiently. Thus it is not unreasocn
able to suggest that the co-~crdination of certain marketing
and dietributing functions of the manufacturer, through the
Foctwear Federatiocn, has resulted in the reduction of distrib-
ution ceosts to the consumer as well as to the community. On
the other hand, this co-ordination of interest may lead to
the formation of agreements in restraint of trade or against
the general interest of the consuming public. This, in the
opinion of the writer, is inevitable. In other words, the
co-ordination of activities may at the beginning lead to a
reducticn in distribution costs and prices, but ultimately
this may only lead to & reduction in distributicn cecsts to
the community, pricés may increase. This, however, remains
to be seen, and depends to a considerable extent on the

state’s attitude towards such agreements.

(38) Footwear Manufacturers? #ederation Year Bock 1945.
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that the main source of supply for certain types cf leather
linings are no lenger available to South African nmonufactur-
res. Railway, ccal and shipping strikesa in England 2nd Amer-
ica tend to influence the distributive structure. The main
problem that faces every country to-day is tc try and tie up
domestic policies with world programmes with the least poss-
ible dislocation. And as 2 result, the state?s activities
have begun to have an increasingly important bearing on both
the ccnsumers’ choice and the sellers’ estimation of the
consumers’ reguirements.

There are numerous schools of thought as to the ex-
tent the state should interfere and regulate business activ-
ities; but due to the number of variables present and the
difficulty of dietinguishing cauee from effect, any discuss-
ion on this controversy falls completely outside the scope
of this thesis.

"Mhat we are concerned with is whether distribution
costs are too high, taking into consideratiocn the present
role of distribution, the faults of our capitalist society
and the limitations imposed by the state. It is the opinion
of the writer that these costs are tco high, and could be
reduced by improving consumers’ knowikedge of the product,
seliers’ estimations of the market, and finally by co-ordin-
ating marketing and distributing activities.

At present consumers’ knowledge of footwear is rather
vague. By educating consumers to appreciate the quality,
style and fittings, distribution costs could be reduced.
Advertising, for instance, shculd be more informative, instead
of the present day method of merely bringing to the notice

of the public the name of a brand. The publicaticn of fashicn
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betwcen the producer and consumer is likely to increase, and
thus we can expect a risc in distribution costs.

wecondly, there appears tc be a distincet trend away
Trom the independent middleman. The importance of the indepen-
dent wholesale merehant and retailer is decreasing, mcre and
more cf the distribution functions are being undcrtolien by
the manulfacturer and the "group organisaticn'". The war, we
gsaw, rctorded this movemcnt tc a certain extent, hut as the
present boom comes to an end, the small retailer and wholesale
merchant will find it mcore and more difficult tc ccmpete.
The gchain orgasnisation due to the ilmproved supply and build-
ing pceiticn will be able tc open new branches, z2nd, as in
the prast, a recession of trade will tend tc encourage manu-~
facturcrc selling a greater portion of their cutput tc the
retailer.,

Thus 1in the future, we can cxpect a furither decline in
the importance cof the independent middleman, particularly
in the larger centres. Tc what extent this will tcke nloce
will depend upon a number of fac' : £ The cpening ¢ the ne
I'’ree State Gold Fields, a possible rise in the price ol gold
and the new immigration policy may have the effect of main-
taining purchasing power at present levels or possibly de-
crease the likelihood of 2 depressicn, which in tw n weuld
have thie cffect of reducing the decline of the small rectailer
and whclesale merchant.

The decline of the independent middleman will be acccom—
panied by the growth and development of the '"proup organisa-
tion", who in the future will play an increasingly important
part in the chain 6f distrivbution. At first this development

may be heneficial to the country, but ss the competiticn from






























