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INTRODUCTTION

1. The Commission on Transmational Corporations, having considered at its third
seasion the report E/C.10/26 prepared by the Centre on Transnational Corperetions
on the ectivities of transnational corporations in southern Africa and the extent
of their collaboration with the illegal régimes in that area, 1/ requested the
Centre to conduct further in-depth studies.  In a resolution, the Commission
requested the Centre to study inter alia the activities of transnational
corporations in the banking and financial sectors and their scoeial and cultural
impact as well as their employment practices in southern Africa. 2/

2. This report is in response to the above request. 1In addition tc the items

requested by the Commission, it discusses new developments in the activities of
transnational corporations in southern Africe from recently published information.

Recent United Nations actions

3, There was a great deal of activity during 1977 within the United Nations
related to the operations of transnational corporations in southern Africa.
Various United Nations agencies have reported on the involvement of foreign
economic interests in southern Africa and many have criticized the support which
these interests provide for the existing régimes. 3/ The findings of these
agencies have been tzken into account in resolutions adopted by the General
Assembly and the Security Council.

L, The thirty-second session of the General Assembly adopted a number of
resolutions condemming the operations of transnational corporations in South
Africa, Namibia and Southern Rhodesia/Zimbabwe. 4/ In November 1977, the Security
Council determined that the acquisition of arms and related materiel by South
Africa constituted a threat to international peace and security. The Security
Council further decided that States should cease to provide South Africa with arms

1/ Commission on Transnational Corporations, Report of the third session,
Official Records of the Economic and Social Council, Sixty-third Session,

Supplement No. 5 (E/5986).
2/ Ibid.

3/ A review of recent developments in the United Nations with regerd to
investments in South Africa can be found in Official Records of the General
Assembly, Thlrtv-second Session; Supplement Mo. 22 {a/32/22), vol. I; and ibid.,
Supplement No. 2h (A/32/2k), vol. I reviews the work of the Council and other
United Vations bOdleS concerning Hamibia. The Special Committee of 24 and the
Security Council's Sanctions Committee have continued to release information
regarding the violation of United Nationg sanctions against Southern Rhodesia.

4/ See General Assembly resolutions 32/105 A-N and 32/35. General Assembly
resolution 32/35 condemns the intensified activities of foreign economic and
financial interests in Southern Rhodesia/Zimbabwe and Namibia.




and related materiel, including equipment and supplies used in the manufesture and
maintenance of such materiel, In addition, sll Stetes were called upen to refrein
from co-operation in the manufacture end development of nucleer wWeapons. E/ With
respect to Southern Rhodesia/Zimbabwe, the Security Council also expanded existing
mandetory sanctions against Southern Rhedesia/Zimbabwe by barring the flow of funds
from Rheodesia to any foreign agency or office, except for thoee set up exclusively
for persion purposes. 6/

5. Conferencee eponsored by the United Nations have focused world-wide attention
on the involvement of transnational corporations in southern Africa. In May 1977,
the International Conference in Support of the People cf Zimbabwe and Namibia was
held in Maputo, Mozambique. In a Declaration this Conference denocunced foreign
economic interests in Southern Rhodesie/Zimbabwe and condemned as illegal the
exploitation of natursl resources of Namibia. The Declaration called on all
Governments to ensure that corporations under their jurisdiction did not violate
United Nations sanctions and to enact legislation consistent with the Decree No. 1
of the Council on Nemibie, which declares the natural resources of that country to
be the birthright of the Namibian people. 1/ The World Conference for Action
Against Apartheid, held in Lagos, Nigeria in August 1977, alsc addressed the issue
of foreign economic support for the apartheid régimes in southern Africea. The
Declaration of this Conference called upon Governments to increase the iselation of
these régimes by evoiding any nuclear collaboration with South Africa and urged them
to reconsider all loans to and investments in South Africa. 8/

6. Criticel examination of the role of transmational corporations in southern
Africa is not new to the United Nations. The reports, recommendations and
resolutions on the matter have become, however, increasingly comprehensive and
specific. The potential conseguences of the new Security Council resolution for
transnational corporations with interests in South Africa are taken up at various
points in this report,

Sources of information

T. The information in this report is gathered from a wide variety of socurces. To
the extent possible, it is based on data from officizl government publications,
corporate reports and pertinent United Wations documents. These materials have been
supplemented with information from cther international organizations, in »articular
the International Labour Organisation, national trade union organizations, private
research institutes and individuals, and business and financial journals,

8, The difficulties in obtaining appropriate information were discussed in the
last report. 9/ Although a great deal of material has been published on “he

5/ Security Council resolution 418 (1977); this resolution fell short of the
wider economic sanctions, including oil shipments, proposed by representatives of
African nations.

6/ Security Council resolution 409 (1977).

7/ See document A/32/109/Rev.1-5/123L4/Rev.1, paras. 167-1Tk.
8/ See document A/AC.135/L.4TT.

9/ Document E/C.10/26.
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activities of transnational corvorations in southern Africa, the analysis requested
by the Commission requires information which is very broad yet also systematic and
detailed. The specific problems which are encountered in studying the activities
cf transnational corporations in banking and finance, their employment practices
and social and cultural impact are raised in the appropriate chapters.

9. The report contains three chapters. The first chapler summarizes recent
developments in southern Africa which are relevant to transnational corporate
activities. This includes patterns of transnational investment during the last
year, a brief assessment of internal political and economic evenrts and relevant
policies of home countries. The second chapter focuses on the activities of
transnational corporations in the banking and financial sectors. The third chapter
describes the employment practices of transmational investors and their impact on
social patterag within the context of local laws and customs.






1Y. Demands for change in the system of gpartheid have intensified and broadened
during the last year. The authorities have responded to domestic protesis with
intolerance, as manifested by the dramatic events in Soweto in 1976 and the
repressive actions taken against leading crganizations amd individuals in the
autumn of 1977. These developments have brought widespread ecriticism both within
and outside of South Africa. The Security Council recently held a series of
sessions in which criticisms were made by several members of the Security Council.
Turing these debates testimony alsc was heard from individuals who in theiwr
comments criticized the involvement of transnational corporations in southern
Africa. 11/

2. Recent developments in South African policy

15. Successive Governments in South Africe have placed a high priority on

attracting foreim investment. To this end, the Republic of South Africa offers
a variety of incentives and ettempts teo cultivate a business climate which is

conducive to corporate expansion. Faced with a deterioreting econcmic situation,
however, the Government has recently issued regulations which affect the assessment
of risk by current arnd potential investors. For example, South African policy

on repatriation of dividends or current profits has historically been guite

liberal provided that such transfers were financed with available cash funds, not
Tequiring excessive local borrowing. 12/ In 1977, the (Qovernment defined current
profits as profits earned within the last two calendar years, where previously

the cut-off date had been January 1960. These regulations were subsequently

eased somewhat to allow earnings reported after January 1975 to be remjitted.

16, Duripng the 1970s, the South African authorities have also moved to enhance
South Africa’s independence in international trade and capital markets. While
many countries have undertaeken similar measures, the South African authorities
may have been influenced by anticipation of some form of international economic
sanctions. To this end, local participation in ownership has been promoted.
Joint venturss between transnational. corporations and local capital have been
encouraged tarough various incentives.

17. For instance, since 1960 wholly-owned affiliates of transnational
corporations have been 1imited in their local borrowings to 25 per cent of the
effective foreign capital invested. 13/ In July 1976, a Reserve Bank directive
further curbed local borrowings by transnational corporations. ;&j Financial

11/ See documents S5/PV.2056-2059, especially remarks on apartheid in South
Afries by Donald Woods (26 Jenuary 1978), and David Sibeko and Johnnie Makstini
(31 January 1978).

12/ For a detailed description of these regulations see Doirg Business in
South Africa (New York, Price Waterhouse and Co., 1977), Pa 26,

13/ Ibid., pp. 22-23,

1%/ Republic of South Africa, Exchenge Control Reguletion 3 {1){f). The new
directive provides that all forms of leasing or rental of fixed property will be
considered as local borrowing in en emount equel to ten times the annual rental.




analysts see transnational corporations as having one of three responses to this
new regulation: taking on locel partners, which inereases the amount of loeal
borrowing permissible, limiting expansion or bringing in foreign funds. 15/

18. In another move which confers some advantage to minority participation, the
South Afriecan authorities, in 197k, limited the unauthorized release of information
to foreign Governments by fransnational corporations concerning their activities

in South Africa. Only enterprises having at least a 50 per cent foreign equity
interest may provide such information without first receiving permission, 16/

This restriction has important implications for home Governments seeking to
monitor and influence the practices of investors in South Africa. The British
Government has already been thwerted to a certain extent in its efforts to obtain
data on employment practices of United Kingdom-based firms, as described below

in paragraphs 25-26, 143-145,

19. During the 1970s the South African Covernment has encouraged, @and in some
cases, required an increase in the locel ownership of finaneisl institutions.
The banking sector in South Africa, as elsewhere, has always been closely
regulated. Moreover, in order to discourage further foreign conmtrol in the
banking sector, in the mid-1970s the authorities directed that majority local
ownership in banking institutions should be achieved. In the insurance irdustry,
the Financial Institutions Act of 1976 mandated majority domestic ownership
within & three-year period. 17/

20, The recent reactivation of legislation to reduce South Africa's strategic
dependence on foreign centres could have far-reaching implications for
transnational corporations. In November 1977, the Economic Affairs Minister
announced that certain sections of the National Supplies Procurement Act of 1970
based on War Measure No. 146 of 1942 would be brought into operation. This
legislation enables the Government to: manufacture or produce any goods for the
State deemed necessary for security; instruct owners or suppliers of goods and
services to supply, deliver or sell them to the authorities; and direet any
menufacturer to produce or process a specified guantity of goods and to supply
them to the authorities. This legislation could affect subsidiaries of
transnational corpaorations involved in wanufacturing or processing not only arms
and ammunition, but also motors, electronics, telecommunications, chemicals and
petroleum items of strategic importance. If the implementation of Security
Council resolution 418 (1977) by individual home Governments includes directives
from foreign Governments ordering companies to forbid South African supsidiaries
to supply services or paterials for military purposes, the companies will be in
direct conflict with South African law. 18/

15/ See Richard E. Leger, "U.S. firma' oporations in South Africa cope with
varied pressures", Wall Street Journal, 16 March 1977, pp. 1, 30.

16/ South African Second General Law Amendment Act, 197h.
17/ See parae. oh <55 below.

18/ For accounts of this recent action see Financial Mail (South Africa),
11 November 1977, p. 485 and 18 November 1977, p. 5TT.
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3. Home Government policies

2l. In addition to resolutions adopted by the various organs of the United
Nations, which are mentioned above, some home Governments have taken actions
which may affect the subsidiaries of transnational corporations in South Africa.
On 20 September 1977, the Council of Ministers of the Buropean Comounity

made public a voluntary Code of Conduct for enterprises based in EEC countries
with subsidiaries, affiliates or representetive offices in South Africa. 19/

The Code deals with industrial relations, migrant labour, terms of employment and
living conditions of employees. TFTollow-up action, which is the responsibility

of individual Governments, is under consideration.

22, With respect to employment practices, the Code provides that the enterprises
should ensure that all employees be allowed to choose freely a form of workers'
representation. In particular, employers should ensure that their black employees
are free to form or to join a trade union and should inform their employees

that collective bargaining with freely elected employee organizations is company
policy. The Code specifically recommends that corporations should ensure equal
pay and working conditions for employees and should cffer all jobs to any

worker who possesses suitable qualifications. The Code also recognizes that
salery levels must go beyond the absolute minimum necessary for a family to
maintain its well-being. It further suggests that enterprises should concern
themselves with the living conditions of their employees and families by
allocating funds to housing, health service facilities, retirement plans,
transportation to work, education, industriasl insurance and unemployment programmes
for black employees.

23. The Code reaffirms that the system of migrant labour in South Africa is an
instrument of the policy of apartheid, and that employers have the social
responsibility to help ensure freedom of movement for black workers end their
families. The Code further provides thet employers should do everything possible
to abolish any practice of segregation at work places, in canteens, in education
and training, and in sports activities. Finally, the Code provides that the
Governments of the nine member States of the European Community will review
annually the progress made in implementing the Code. To facilitate this cbjective,
the enterprises should publish a yearly report on the progress made in the
application of the Code and submit it to their national Governments.

24, 1In its present form, the EEC Code has drawn criticism from various quarters.
The European Federation of Trade Union and some other nationesl and international
trade unions have criticized the Code because it does not include sanctions. On
the other hand, the Federation of German Industry has criticized the move as
political interference in economic relations and potentially harmful to trade
between South Africa and the Federal Republic of Germany. 20/

19/ The text of the Code of Conduct was transmitted to the Secretary-General
of the United Natioms in document A/32/267.

20/ Siefried Buschschluter, "Critical”, The Guardian, 17 October 197T7;
International Confederation of Free Trade Unions, International Trade Union News,
1 October 1977.




25. Ixperience has shown that the potential effectiveness of a woluntary code
is open to question. In 19Tk, the British Government established a Code of
Practice which embodied a set of puidelines on employment practices for United
Kingdom~-based companies with more than 10 per cent equity in a South African
company . The companies were msked to report progress toward achievement of the
fair employment goals set down by the Code of Practice. In 1975, the British
Government chenged its guidelines so that only those companhies with equity
holdings of at least 50 per cent would be asked to provide such data. This was
because South Africa enacted legislation, mentioned above, prohibiting unauthorized
release of information to foreign Governments by affiliates with less than

50 per cent foreign ownership. The change has meant that the wages and working
conditions cf over half of all black employees of British-based firms in South
Africa ere not subject to public scrutiny. 21/

26. While nmost United Kingdom-based firms replied to Her Malesty's Government's
request for information, in February 1977 the Sccretary of State for Trade stated,
in response to & Parliamentary Question: '"The responses show considerable
variation ir the amount of information published. The report gives reasonable
coverage to African wages but less to conditions of employment generally." 22/
Although the responses are publicly aveilaeble, the United Kingdom Government, at
this stage, hes not issued publications summarizing or analysing these data. 23/

2T. Other Governmente have reacted to the recent menifegtations of represgion in
South Africa. The Canadian Government has announced that it is phasing out all
its government-sponsored commercial support activities in South Africa, which
includes withdrawing its commercial counsellors from Johannesburg and Cape Town.
Cznada is also withdrawing all government support for export credit insurance,
loan insurarce and foreign investment insurance for any transaction relating to
South Africa, The Cenadian Government stated that it will alsc be publishing a
code of concucet and ethies for Canadian companies operating in South Africa. 2b/

28. The Government of the Federal Republic of Germany decided to limit government
guarantees for exports to South Africa to individual transacticns under

DM 50 millicn, and to consider only short- and medium-term guarantees. 25/
Exceptions may be made for orders which could have significant impacts on
employment in certain sectors. Furthermore, companies receiving guarantees must

21/ Rodney Stares, FPoverty Wages in South Africa: A Review of the
Effectiveness of Self Regulation and Voluntary Disclosure (London, Christian
Concern for SBouthern Africa, 1976), p. 7.

22/ Parliamentary Debates, Commons, Weekly Hansard, issue No. 1063,
cols., 112-122, 15 February 1977 (written answers).

23/ An anelysis of data collected by a private research group suggests
serious short-comings in the voluntary procedure., See Stares, op. cit, These
problems will be discussed in more detail in paras. 143-1Lé below.

24/ Statement by Ixternal Affairs Minister to House of Commons,
19 December 1977,

25/ The guarantee programme of the Federal Republic of Germany is discussed
again in para. 108 below.
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observe the EEC Code of Conduct and pledge that there will be no re-export of
German goods from the Federal Republic of Germany to Southern Rhodesia/Zimbabwe. 26/
The possibility of a foreign Government's monitoring the final destination of

goods entering South Africe are related in paragraphs 57-58 of this chapter.

29. OSweden and Norway have established official committees to investigate the
conditions for and consequences of prohibiting transnational companies from
future export of capital to South Africa end Wamibie. The Swedish Government
has requested a parliamentary committee "to draft legisletion prohibiting the
export of capital to South Africa and Nemibia in conjunction with company
investments in these countries”. 27/ The Nordic countries have also called upon
the Security Council to consider measures against new foreign investments in
South Africe. It has also recnetly been reported that an official working.group
is currently framing a Code of Conduct for firms based in Switzerland. At this
stage, it appears that the Swiss code will be modelled after the EEC Code of
Conduct. 28/

30. In addition, scome States which host transnational corporate investment have
taken steps which may change the assessment of the costs and benefits of investing
in South Africa. For exemple, the Nigerian Government has announced that
transnetional corporations must make a choice between transacting business with
Nigeria or South Africa. To this end, contracts for doing business in Nigeria
will forbid dealing with South Africa. 29/

4. Stocks of direct foreign investment .

31l. In spite of the economic, political and statutory developments described
above, the stock of direct foreign investment in South Africa continues to expand.
{See table 1.) The increase in the stock of direct foreign investment declined
somewhat in 1975 and 1976. Tt would be premature, however, to describe this as

a trend, The data in table 1 could be interpreted to show a levelling off in

the increase of stock, year by year, with 19T: being an exceptionally high year.
Alternatively, the declines in 1975 and 1976 could be attributed to world
recession. It is also possible that these decreases reflect merely a temporary
crisis of confidence comparable to the brief decline in investment and the
increase in capital outflow which followed the Sharpeville massacre in 1960. 30/

26/ Financial Mail, 2 December 1977, p. TT70.

27/ Mr. Burenstem Linder, Minister of Commerce, described the background
and particulars of the Swedish policy at a Cabinet meeting, T July 1977.

28/ Finencial Mail, 2 December 1977, pp. T68, T70.

of State, delivered 22 August 1977 at the VWorld Conference for Action Against
Apartheid (Iagos, Nigeria), Centre Ageinst Apartheid, Notes and Documents,
Conf.l/part IT.

30/ Stock of direct foreign investment dropped from R 1,819 million in 1960
to R 1,796 million in 1961 and rose again to R 1,875 million in 1962 (South African
Statistics, 1972).




Table 1. Foreign lisbilities of South Africa at year end, 1970-1976 a/

(Rend millions)

1970 1971 1972 1373 1974 1875 1976

1. Total foreign

liabilities b/ 5 618 T 033 T 786 10 380 12 157 16 450 19 929
2, {Change over previous

year of totel foreign

liabilities 828 1215 753 2 594 2 399 3 693 3 L79
3. BStock of direct fereign

investment {DFI) 3 943 L 5p5 L 895 5 616 £ 694 7 428 8 143
4, Change over previous

year of DFI Ly1 582 370 721 1 078 T3k 715
5. Total DFI/total foreign

liabilities (percentage) ) &67.8 6L .3 €2.9 sh,1 5oL hs.1 40.9

Source: South African Statistics, 1972 and South Africa Reserve Bank Quarterly Bulletin,
December 1977.

a/ South Africa incorporates Namibia into these figures.

b/ Total foreign investment refers to all foreign liebilities which are the various capital assets
in and claims against South Africa owned by foreign residents. Foreign direct investment is defined
as investment by foreigners who have a controlling interest in organizations in South Africa and the
investment, in these organizations, of their affiliates or allied organizations or persons in foreign
countries. A controlling interest is recognized when one foreign resident or several effiliated
foreign residents own at least 25 per cent of the voting or ownership rights in an organization:; or
when various residents of one foreign country own at least 50 per cent of the voting rights; or when
foreigners participate in a partnership.



An additional possible factor is the South African Government's encouragement
for local entrepreneurs to take majority investments in projects of the sort that
were previously wholly foreign owned. 31/

32. Table 1 also shows that & decreasing proportion of foreign lisbilities is
made up of direct investment. Thus, South Africa's foreign capital needs are
being supplied by means other than direct investment by transnational corporations.
Calculations made by the Nedbank Group, using Reserve Bank figures, show that

the majJor portion of new liabilities has been incurred by the central govermnment
and banking sector. 32/ Chapter II discusses the provision of capital through
foreign loans as an increasingly important form of non-direct investment.

33. Investment from the United Kingdom, the United States and the Federal
Republic of Germany account for over three quarters of the total direct investment
in South Africa. ZEquity capital from these countries account for approximately
50, 20 and 7 per cent respectively of direct investment in South Africa. 33/

3k, The growth of investments from the three major source countries is shown in
table 2. Using 1971 as the base year, the indices show substantial rises in the
total stock of direct investments. The general levelling off in the rate of
increase alluded to earlier is apparent in all three cases, most especially for
the United States in 1976. As before, these figures cannct be used to signal a
downturn in investment. :

5. Corporate responses

35. The methods used by transnational corporations to finance their investments
and their policies on remittances to the home country of locally earned profits
provide some clues as to corporate responses to prevailing conditions. Some
aggregate data are available up to end-1976 for United States-based firms. Table 3
shows a mixed pattern for all United States investments taken together. In

1976, however, the provortion of new investments financed by retained earnings

rose sharply to nearly 90 per cent, as compared to 50-60 per cent rates prevailing
in earlier years. In the same year the proportion of local earnings remitted

to the United States also rose sharply to over 60 per cent. The same picture
emerges in more exaggerated form for the data on manufacturing.

36. The 1976 data imply an increasing degree of caution emong United States
investors. This sense is reinforced by the findings of some recent surveys of

31/ For details of this policy see earlier description in paras. 15-19.

32/ The Nedbank Group, South Africa: An Appraisal {Johannesburg, Nedbank
Group Economic Unit, 1977) pp. 225-229.

33/ South African figures show that the source countries which have
traditionally supplied direct foreign capital have continued tc do so in fairly
stable proportions over the last few years. From 1973 to 1976, the percentages
of foreign investment originating in EEC countries declined from 67.6 to 63.9,
that from the rest of Europe increased slightly from 6.5 to 7.T, that from North
and South America increased alsc, from 22,1 to 24.6. (Calculated from the South
African Reserve Bank, Quarterly Bulletin, September 1976 and December 1977.)

~11-
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Table 2.

1971~1976:

Direct foreign investment by selected home countries,

indices of stock and annual increase of

stock

{1971 = 109)

United Kingdom

United States

Federal Republic of Germany

Annual Annual Annual
Index of change in Index of change in Index of change in
Year stock a/ index stock bf index stock index
1972 100 - 100 - 100 -
1972 108 8 106 6 : 112 12
1973 12k 16 121 15 127 15
1974 150 27 152 31 T3 L6
1975 173 23 164 12 223 Lg
1976 n.a. n.a. 173 9 238 16

Eource:

Survey of Current Business; and Federal Republic of Germany, Runderlass Aussenwirtschaft.

United Kingdom Board of Trade, Trade and Industry; United States Department of Commerce,

base year, the stock of dircct investments amounted to £664 million from the United Kingdom,
$965 million from the United States and Dm 242 million from the Federal Republic of Germany.

&/ The United Kingdom figures exclude investments in oil, banking and insurance.

In the

h/ The 1971 figure for United States direct investment has not been adjusted in light of later

revisions in the data because the adjusted data for investment in South Africs have not been

released. The effect of the sdjustments is to reduce the 1971 figure =5 originally publisghed.
Therefore the indices given above for the United States understate the growth.
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Table 3. Financiel flows esscciated with United States direct foreigm investment
in South Africa, 1971-2976 -

October 1975,

August 1977.

(foot-notes on following page)

(1) (2) - (3) (1) {5) (6) (7) (8)
Additions to Reinvested Remittance
Net capital Adjusted Receipts of Reinvested Total of atock of DFI  earnings (as rate
cutflows earnings income earnings (3)+(h) (1)+(L) % of eddition (3) ms of
Year (% million) ($ million) ($ million) (& million) (3% million) (% million}  to stock) £ (5)
All industries
1971 b7 n.a 59 &f 46 105 93 50 56
1972 21 n.a. 61 a/ o 101 61 66 60
1973 82 215 70 a/ 145 215 227 64 33
1974 153 253 117 &/ 135 252 288 47 L6
1975 52 1k0 T1 69 140 121 5T 51
1976 9 198 125 73 198 82 89 63
Manufacturing b,
1971 n.a. ¢f n.a, n.a. n.s. n.a, n.a, n.a,
1972 =21 n.a, 23 a/ 14 37 =T n.a. 62
‘1973 28 86 26 &/ 60 86 88 68 30
1974 55 96 29 a/ 67 96 122 55 30
1975 28 58 23 36 59 64 56 39
1976 -12 90 73 17 90 5 340 81
Source: United States Department of Commerce, Survey of Current Business, September 1973, August 19Tk,






individual companies. One survey of 52 United Stales-hased transnatiocnal _
corporations reported that 30 of them had no plans to increase investments for the
next five vesrs and seven were actively contemplating withdrewal. 34/ According to
another survey, South African subsidjaries of United States-hased transnational
corporations in South Africa traditionally reinvested over 60 per é¢ent of their
earnings in South Africa. In 1976, however, only one third of their earnings were
reinvested. 35/ A finencial analyst in South Africa has stated utnat the profits
remitted by South African subsidiaries to parent companies increased 20 to

30 per cent during 1976 and early 1977. 36/ Quite possibly, this behaviour was
caused by firms anticipating the new, more restrictive remittance regulations
{described in para. 15).

37. For individual companies, it is difficult to determine whether the reasons
for increased caution are political or financial. Some transnational corporations
have cited South Africa's economic problems as a reason for their apprehension in
making new investment. - The Managing Director of General Motors South Afrieca Ltd.,
for instance, was quoted as Ssaying that new investment by GM was not adviseble
since its sales had declined significantly in the last two years. 37/ On the
other hand, General Motors reached an agreement with its church shareholders to
preclude expansion until a "just and equitable” solution had been found to

racial problems. 38/ One United States-based transnational corporation, Data
Control Corporations, has publicly linked its decision to curtail future
investment to the repressive measures imposed by the Govermment in October 1977. 39/
Polarcid Corporation terminated its business relationship with its South

African distributor because it sold Polaroid products to the South African
Government. 40/

38. Under increasing pressure to justify their investments in South Africa,

56 United States-based corporations have endorsed “six principles” which seek to
improve the conditions of black workers in South Africa. E}j It would be
premature to judge the long-term effect of this corporate statement of social

34/ See document A/32/22, vol. I, p. 139.

35/ Desaix Meyers, Robert Hecht, David Lift, U.S5. Business Involvement and
South Africa: The Withdrawal Issue (Washington, D.C., The Investor Responsibility
Research Corp., 1977), D. T.

36/ See Financial Times, 1 July 1977; Leger, op. cit., p. 33.

QI/ Leger, op. cit.

38/ The text of the General Motors statement was published by the National
Council of Churches, 25 March 1977.

39/ New York Times, 26 October 1977.
Lo/ Wall Street Journal, 23 Hovember 1977.

L1/ The six principles are: (1) non-segregaticn of the races in all eating,
comfort and work facilities, {2) equal and fair employment policies for all
employees, (3) equal pay for equal or comparable work, (4) training programmes
to prepare blacks for supervisory and mansgement positions, {5) increasing
the number of blacks in management and supervisory positions, and (6) improving
the quality of employees' lives outside the work environment.
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responsibility, especially since there are no specific criteria to makke these
principles operational. It should be noted that this set of guidelines does not
contain a commitnent to negotiating with black trade unions which critics feel
is erucial if genuine equality for black workers is to be achieved. ng

39. ©Some transpational corporations have announced their intention to expand
their South African operations. The large oil companies are nctable for their
conmitment to further investment., British Petroleum, Noyal Dutch/Shell, and
caltex (jointly owned by Texaco Inec., and Standard 011 of California) have
indicated that they will proceed with plans for major investment programmes in a
variety of different projects. In the automotive industry, British Leyland,
Volkswagen, BMW end Fiat have announced plans for expansion. These plans may

not be completed, however, in view of the depressed market for automobiles. Other
major mining, engineering and chemical firms are adhering to previously anunounced
plens to advance investment In South Africa, These include United States-based
Quebec Iron and Titanium Corporations (Jointly owned by Kennecott Copper
Corporation and Gulf + Western Industries Inc.), Africen Fxplosives and Chemical
Industries (Lo per cent owned by Impoerial Chemlcal Industrles} and BASF,

Siemens end Kl8ckner, which are based in the Federal Republic of Germany. h3/

B. HNamibia

4o. A 1971 opinion by the International Court of Justice upheld the United Nations
right bo revoke South Africa's mandate over Hamibie and declared South Africa's
presence there illegal. LU/ Decree Ho. 1 for the Protection of the Natural
Resources of Namibia, issued by the United Nations Council for Namibia in 107k,
reaffirmed the 1lleg311ty of South Africa’s possessicn of the territory and

decreed that all activities relating to natural rescurces in Namibia - prospecting,
exploration, extraction, mining, processing, refining, sale, export or

distribution - may be carried out only with the approval of the Council on

Hamivia. 45/

41. The realization of independence for Namibia has remeined illusive. Since
April 1977 the five Western members of the Security Council - Canada, France,

the Federal Republic of Germany, United States and United Kingdom - have joined
in a diplomatic effort to achieve a peaceful settlement hased on Security Council
resolution 385 (1976). 46/ South Africa agreed in June 1977 to abondon its plans

42/ The Africa Fund, "Too little, too late: the U.S. corporation manifesto
for South Africa", Southern Africs Perspectives, No. 3/77, April 1977.

43/ Jocument A/32/22, vol. I, pp. 139-1h1.

hk/ Legal Consequences for States of the Continued Presence of South Africa
in Namibia {South West Africa) notwithstanding Security Council resolution
276 (1970}, Advisory Opinion, I.C.J. Reports 1971, p. 16.

45/ Gnited Nations, Namibia Gazette No. 1, Decree 1.

U6/ Security Council resolution 385 (1976} demanded that South Africa
release all Namibian political prisoners, abolish all racially discriminatory
legislation and practice, permit unconditional return of Nemibian exiles, withdraw
its administration and accept free elections under United Hations supervision. For
8 detailed digcussion of the current situation, see document A/AC.109/L.1209.
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to implement the Turnhalle proposals Ez/ end to appoint an administrator general to
govern Namibia until elections for & constituent assembly were held. The terms
imposed by South Africa, which fell far short of Security Council resolution

385 (1976), were rejected by SWAPO. Wide areas of disagreement separate SWAPO and
the South African authorities, including: the removal of South Afrieasn troops,
releagse of political prisoners and the South African claim to the Welvis Bay mrea.

42, South Arricen enterprise, both private and public, dcminate the ¥amibian
economy, and virtually all of the activities in industry, construction, commerce
and finance are undertaken by branches or subsidiaries of South African-owned or
controlled enterprises, Mining and fishing are predominantly in the hands of
South African interests. A substantial portion of the agriculturel land in white
areas is owned either by South African individuals or corporations. The
transportation and communication facilities are integrated into South African
public corporations. Between 1964 and 1976, public sector finsnce has also become
increasingly integrated with South Africa.

43, While the majority of transnational corporations operating in Namibia are
based in South Africa, substantial capital from the United Kingdom, United States,
Federal Republic of Germany, Canhada and France has been invested in mining
operations. A stagnant economy, political uncertainty and difficulties in the
mining and fishing industries recently have diminished incentives for new
investment. There have been no reports of new investments by transnational
corporations in Wamibia during the last year.

4}, The Rossing uranium project has stimulated a great deal of activity in the
immediate vicinity of Swakopmund. However, technical difficulties and lebour
disputes have delayed the realization of profits from the operation. 1In

September 1977, ground operations were temporarily halted and the mine was reported
working at 75 per cent of ecapacity. The Rio Tinto Corporation recently made a
major investment in the mine, but only to cover current costs. Eﬂ/

k5. Other transnational corporations active in the mining of base minerals have
limited production in the face of low market prices. For instance, Johannesburg
Consolidated Investment Co. Ltd., (South Africa), confronted with costly technieal
difficulties and low copper prices, has reportedly suspended operations in
Hanibia. 49/ Only diamond mining is showring strength. An increase in sales and
hisher prices contributed to a 38 per cent increase in profits for the De Teers
Consolideted !Mines Ltd. during the first half of 1977 as compared to the first six
months of the previous year. 50/

47/ The Turnhalle Conference was a series of constitutional talks which were
initiated by the all-white National Party in 1975. The major decisions taken by
the conference were rejected by SWAPO and interpreted by many within Namibia and
the international community as perpetuating South African rule. See document
AfAC.,109/L.1209, p. 9.

48/ The Times (London), 22 September 1977; Economist, 8 October 197T.

L9/ See Financial Times, 1 August 1977; and Johannesburg Consolidated
Investment Company, Ltd., Chairman's review, Financial Mail, 11 November 1977,
pp. 462-463,

50/ Financial Times, 24 August 1977.
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59. There have been lawsuits charging other o0il companies with helping to supply
petroleum products to Southern Rhodesia/Zimbabwe. The United Kingdom-based London
Rhodesian Company {lLonrho), which itself was under investigation by the United
Kingdom Government for the vioclation of sanctions, filed suit in Londen against the
Mobil 0il Corporation, Standard 0il Company of California, Texaco Inc., Royal Dutch
Shell, British Petrcleum Company and their subsidiaries in southern Africa. The
companies named in the suit have denied the allegations. 62/ As yet details of the
case have not been made public.

60. In August 1977, the Zambian Government instituted a lawsuit against the same
five oil companies for allegedly viclating sanctions. The suit also charges the
companies with damaging the Zambian economy Just prior to UDI, by diverting oil
supplies from Zambia in order to build reserves in Rhodesia. These additicnal
reserves allowed the Rhodesian Government to make alternative arrangements for oil
supplies in the face of anticipated sanctions. 63/

61, Attempts tc stiffen the oil embargo against Southern Rhodesia have moved
forward in & number of different areas. Activity has centered on extending
sanctions to South Africa and to subsidiaries of transnational corporations. A
recent report by the Commonwealth Sanctions Committee recommended the extension of
01l sanctions to South Africa, if that Government would not give assurance that oil
would not be rescld to Rhodesia. In a vote in the Fourth Committee of the United
liations on 28 October 1977, all OFEC members present supported such sanctions. A
ministerial mission from QAU is currently visiting all members of OPEC to request
that they stop oil supplies to South Africa.

62/ New York Times, 2 Jurne 1977.

63/ Permanent Mission of the Republic of Zambia to the United Natioms,
"Background to Zambia's case against the oil companies", ZM/NY/A/131,
10 November 197T.
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were required for the development of South Africe's gold mines. Over the years,
the role of foreign capital has evolved and expended as transnational banks began
to provide a diverse range of banking and financial services. The rapid growth

of the economy after World War II was facilitated by these institutions, which
mobilized domestic capital, provided contacts and advice to transnational corporate
clients, and channelled international capital into the economy. 65/

65. The South African economy became more reliant on foreign capital during the
1970s. In 1968 and 1969, total foreign liabilities were the equivalent of

L per cent of gross domestic product, as compared to 60 per cent in 1974 and
1975. 66/ These foreign liabilities have been made up increasingly of foreign
borrowings, as opposed to equity investment, a trend described later in this
chapter. At the same time, South African authorities have attempted to increase
local participation in and control over the fimancisl sector, as evidenced by
the Financial TInstitutions Act of 1976 discussed in the previous chapter. Such
control over the banking and financial sectors will obviously be erucial in the
event of economic sanctions.

66. In contrast to its rapid economic growth in the 1950s, 1960s and early 1970s,
the Seuth African economy has experienced serious problems during the last four
years., South Africa's econamic difficulties, described in chapter I, are

partly a result of the world-wide inflation of the 1970s. However, South
Africa's need for foreign capital has been accelerated by other factors.

67. TFirst, the South African Government embarked upon a $20 billion investment
programme in the 1970s. 67/ Much of this was used to finance capital equipment
and machinery imports and permit government participation in joint ventures with
transnational corporations in basic industry and energy sectors. 68/ High gold
prices in the early 1970s made the financing of such ambitious projects seem
feasible. When the price of gold fell drameticelly, the Government had to

look for other financial sources.

68. South Africa's need for foreign capital is also due to its sharp increase in
military expenditures, mede up largely of the purchases of sophisticated

65/ For historical review, see D. Hobart Houghton, The South African
Economy (Cape Town, Oxford University Press, 1975), Uth ed. TFor an overview of
the role of transnational banks, see "South Africa - a survey”’, The Banker,
September 1975, No. 595.

66/ The Nedbank Group, op. cit., p. 221.

67/ ProJects listed in the Africa Research Bulletin, 15 August-
14 September 1976, p. 998, to be completed by the South African Government in
the next 5 to 10 years total $19.8 billion,

68/ See "Involvement of foreign economic interests in South Africa's
industrial development projects™, Notes and Documents No. 35/75. The importance
of capital good imports to the economy is indicated by the fact that during the
1970s, such imports averaged nearly 4O per cent of gross domestic investment and
over 55 per cent of the total import bill. Caleculated from Republic of South
Africa, Monthly Abstract of Trade Statistics, Janusry-December 1970-1975.
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First National City Bank of New York) set up its first South African branch in 1958.
It now has eight branches located in the major industrial centres. In 1963, the
First Wational City Bank of New York acquired 16 2/3 per cent of the shares of the
United Kingdom based firm, M. Samuels, which provided an additional channel for its
South African business through the Hill Samuel Group's South African subsidiary. 92/

(v} The French Bank

T8. The French Bank ranks fifth among the affiliates of transnaticnal banks in
South Africa in terms of assets, but it 1s only twentieth among all banks, holding
approximately 1 per cent of the assets held by the top 20. It has seven offices in
South Africe's main towns, as well as one in Windhoek in Namibia. It is.owned by
the Banque de 1'Indechine, Paris, together with the following Scuth African
partners: Union Corporations, Ltd., Federated Stores, Ltd., and the 01d Mutual and
the Messina Develomment Co., Ltd., an Anglc American Company affiliate. The French
Bank experienced steady growth in volume of deposiis and in profit until the
mid-1970s, when there was some slowdown. 93/

(b) Other transnational banks

79. 1In the last twe decades, other transnational banks have expanded their South
African connexions. For the most part, however, they prefer to operate on a
wholesale basis, carrying on their South African business through existing British
and South African banks rather than establishing a network of local branches. It
appears that Barclays may also be moving in this direction. 94/ This practice is
partly as a result of pressure by the South African Govermment for 50 per cent
local participation in banking operations. It may also be motivated by the desire
to avoid home country criticism by anti-apartheid groups.

80. The three "Grossbanken" based in the Federal Republic of Germany - Deutsche
Bank, Dresdner Bank and Commerzbank — have become increasingly involved in South
Africa in the last decade, as their country's transpational corporations have
expanded South African operations. In 1958, the Federal Republic of Germany-based
banks had few commitments in South Africa, only a single credit for the Anglo
American Corporation. Since 1969, however, almost every year a stock offering from
one of the South African State-owned corporations appears on the Federal Republic
of Germany market. The large transnational banks based in the Federal Republic of
Germany have uniquely close ties to transnational corporations from their home
country which have invested in South Africa, because of the paramcunt role these
banks play in the ownership of corporate stocks. 95/

81. The banks based in the Federal Republic of Germany have not opened branches in
South Afrieca, but operate through affiliates or representative offices. 1In recent
years, they have shared ownership of their representative offices with other

92/ First Netional Bank of New York, Annual Report, 1963.
93/ Financiel Mail, 15 April 1977.
9L/ Financial Mail, Barclays Bank Supplement, 30 January 197T.

95/ See Immenge, Ulrich, Participation by Banks in Other Branches of the
Economy (Brussels, Commission of the EEC, 1976).
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generally been reluctant to lend funds to blacks who cannct own property in white
areas and whose tribal land rights in the "homelands” are not acceptable for
security. 106/

92. At the end of 1975, the first predominantly African-owned bank, the Africen
Bank of South Africa, opened a branch in one of the "homelands". Blacks own

75 per cen: of the African Bank, while the rest is held by Barclays, Standard,
Nedbank, Trust and Volkskas. ;gj/ The African Bank's Board of Directors is made up
of seven blacks and three whites, who represent the five major banks. 108/

93. The merchant banking affiliates of transnational banks came into prominence
between 1963 and 196G, as the South African Goverrment began encouraging their
growth as part of an effort to attract foreign capital. These banks are more
directly iavolved in the ownership and management of corporate enterprises than
commercial banks. Much of their wealth and prospective profitability is held in the
form of direct investments, both in equity and tangible assets such as property.

The merchant banking affiliates of transnational banks in South Africa not only
provide long-term loans for the public and private sectors but alsc contribute to
the equity capital of transnaticnal and domestic firms operating in South

Africa. 103/

9Lk, Transnational financial institutions in South Africa also play a roie in
mobilizing the smaller savings of individuals through insurance and pension
programmes. Foreign participation in the imsurance industry has gradual’ly
diminished during the last decade. 110/ Since 1976, when the South African
Govermment ordered a majority domestic ownership of all insurance companies within
three years, the industry has become almost entirely South African in a -_egal sense.
However, most firms which were previously owned by transnational financial
institutions remain under the effective control of the parent company. 111/ The
official move to domesticate the industry marks official recognition that insurance
companies control e significant share of the national wealth. At the end of 1975,
life ingurers controlled R 4.8 billion worth of invested funds, slightly more than
one half the amount controelled by commercial banks. ;;gj Domestic control over the

106/ The Chief Executive of Barclays in South Africa explained in 1976 that
while it is e bank's obligation to lend in the community where it raises its
depogits "one has to accept that the black businessman is largely
unsophisticated ... There is a lot of danger here." (Financisl Mail, Berclays
Bank Supplement, 30 January 1976.)

107/ "South Africa - a survey', The Banker, September 1975.
108/ South Afriecan Digest, 18 February 197T.

109/ For a discussion of the role of merchant btapks, see Business as Usual:
International Banking in Scuth Africa (World Coumecil of Churches, 197%) and
Financial Mail, 23 April 1976, 30 January 1976 and 29 October 1976.

110/ In 1966, some 88 of the 180 insurers vere foreign, as compared with
12 out of 108 in 1975. (Financiel Mail, Insurance Survey Supplement,
> December 1977, p. 6.)

111/ Ibid.
112/ Ibid., p. 21.
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Table 4. PForeign liabilities end of year 1973-1976

{(in million rand)

1973 1974 1975 1976 =/
Gross foreign liabilities 10,380 12,757 16,540 na
1. CLquity investment b/ 5,973 6,646 7,153 -
2.  Borrowings 4 hot 6,111 9,297 9,911
~ from controlling
interest ¢f 1,261 1,793 2,132 1,815
~ from the markets 2,938 k,113 6,889 7,504
- from "official
agencies" 208 205 276 592

Source: HNedbank Group, South Africa: An Appraisal (Johannesburg, Nedbank
Group Leonomic Unit, 1977), pp. 230, 231, 233.

a/ The 1976 figures are estimates made by the Nedbank Group on the basis of
published information.

b/ Equity investment includes: private sector direct long—term investment of
an equity or shareholders' loan nature; private sector indirect long-term
investment of an equity nature; and, direct long-term investment in the banking
sector. .

¢/ Borrowings from "econtrolling interests" includes borrowings by subsidiaries
of transnational corporations from parents and by foreign controlled hanks from
their parents.

{a) Public sector credit

99. The categories used by the South African Govermment to report foreign
ligbilities make it difficult to isolate public sector borrowings. 117/ Table 5
deazls with the South African Goverrmment's debt.

100. Using other published sources, the Hedbank Group has estimated that at the end
of 1976 the foreign debt of South Africa‘'s publtic sector, including public
corporations, was approximately R 3.3 billion ($3.8 billion). 118/ While the amount

117/ Foreign porrowing by the Central Goverrment and the banking sector include
the major private banks as well as the Reserve Bank while public corporations end
local authorities are categorized as private sector borrowers.

118/ The Nedbank Group, op. cit., p. 235.
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Table 5. Foreign debt of South African Government
at year end 1973-1976

Percentage of Foreign proportion
Foreign debt change over of total government
(R million) previous year debt (%)
1973 361 -28 L.8
197k 509 +41 6.3
1975 886 +Th 8.8
1976 1,325 +50 10.9

Source: Nedbank Group, op. cit., p. 234, from South African Reserve Bank,
Quarterly Bulletin.

of eredit provided to public borrowers by transnational financial institutions is
not precisely known, the pattern and distribution of these credits from 19Th to the
end of 1976 are known and are presented in table 6 and annex I. Banks from six
countries - United Kingdom, Federal Republic of Germany, France, United States,
Switzerland and Luxembourg - are the most active bond sale managers or lenders, and
they have frequently organized consortia for particular loans. While there is
usually a lead bapnk from one country, banks from several countries often
participate.

Table 6. Identified credits by THBs to public borrowers
1974-1976 ($US million)

Borrower Amount
Republic of South Afrieca 615
Flectricity Supply Commission 691
Iron and Steel Corporation T31
South African Railway and Harbours 625
Other W6
Total 3,078

Source: U.8. Corporate Interests in Africa, p. 53.
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101. There is a pronounced trend toward shorter-term lending to South African
public borrowers, In the 1972 to 1973 period, $650 million out of 3754 million in
tern lending was for 10 to 15 years. From 1974 to 1977. almost all term lending
ranged frem 3 to 10 years. Furthermore, South African borrowers are increasingly
being acsked to pay higher interest rates as compared to others.

102. Chase Manhattan Bank announced in April 1977 that in the future it would
"exclude loans that, in our Judgement tend to support the apartheid policies of
the South African Government' But it would continue "to consider loan proposals
for projects of a productive nature which we believe will result in social and
econopic benefits for all South Africans™. 119/ Criteria for determining what
official projects or public agencies would gualify under the existing régime have
not been specified. In March 1978, Citicorp amcunced that it would cease granting
loans to the South African authorities and to companies owned or operated by the

Government. Citicorp will continue to lend to private gsector borrowers that
create jobs and bepefit all South Africans'. 120/

(b) Private sector finance

103. The importance of foreign capital for private borrowers cannot be identified
easily. TFor instance, the Industriasl Development Corporation, a State-owned
corporation, has obtained transnational bank assistance to float foreign loans for
private industries in South Afrieca. 121/ The loans %o private borrowers by

transnational banks for which detajls have been published represent only a small
fraction of those made.

104. The Standard Bank of South Africa reported that loans from foreign consortia
had been or were being obtained in 1977 for the following projects: constructicon
of an off-ghore berth at S8t. Croix to handle 15 million tons of iron and manganese
ore per year {($70 million}; estabdblishment of $175 million ship repair yard at
Algoa Bay, construction of a coal-based chemical complex by AECI and Sentrachem for
$230 million, of which $60 million is to be covered by & syndicated five-year loan;
and the mining and processing of ilmenite by Quebec Iron and Titaniuvm Corporation,

Union Corporation, the Scuth African Industrial Development Corporation, and 01d
Mutuzl {$105 million). 122/

5. Insurance and guarantee programmes

105. In recent years, export credit by trensnational banks has been of importance
to South Africa. Some of this credit is guaranteed, insured or discounted by
foreign Govermments through a variety of export promotion progremmes. 123/

119/ Financial Mail, 29 April 1977, p. 365.

120/ Wall Street Journal, 13 March 1978, p. 6.

121/ Financial Mail, 27 August 1976.

122/ Standard Bank of South Africa, Review, May 1977.

123/ Business Internetional, Financing Foreign Operations {New York, 1976}
reports on the kinds of instruments available in each country for government
support of exports, but does not give data on the actual amounts of credits
provided, guaranteed, or insured,.
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110. The Japanese Government permits its banking community to finance the growing

trade with South Africa. The Ministry of International Trade and Industry (MITI)
funds a variety of export insurance programmes. In 1976, MITI spent
Y 13,610 billion on these programmes world wide. 128/

6. Participation in gold transactions

{a) Gold sales

111. The sele of gold in 1976 contributed 27 per cent of South Africa‘'s foreign
exchange earnings. 129/ Bouth African gold sales are made entirely on the London
and Zurich markets. About 80 per cent of South Atrica’s gold is sold on the Zurich
Gold Pool vhich was established by three Swiss-based banks — the Swiss Bank
Corporation, the Union Bapk of Switzeriand, and the Swiss Credit Bank. The Swiss
banks purchase cn their own account all the gold the South African Reserve Bank
offers then, adding some of the gold tc their stocks for their own invesiment
requirements and selling the rest. The South African Government obtains payment in
the currency of its choice. The five brokers who handle buying and selling gold in
London are Mocatta and Goldsmith (purchased by Standard and Chartered Group in
1973), Samuel Momtagu {(wholly owned by Midlands Bank), N. M. Rothschild and Sona,
Johnson Matthey {Benkers) Ltd., and Sharps Pixley.

(6} "Gold swaps"

112. Transnational benks have made loans to the South African Government, accepting
gold reserves as security. In the spring of 1976 the South Africen Reserve Pank
reached 2 "gold swap" agreement, reportedly with the assistance of three members of
the Zurich Gold Pool. 130/ It was estimated that about 5 million ounces of gold
were s0ld at $111 per ounce,- for a three-month term, after whiech the South African
Reserve Bank agreed to repurchase them for $112 per ounce. The free market price
at the time was just over $130 per ounce. This was the equivalent of a three-month
loan of just over $500 milliop a2t an interest rate of less than 4 per cent. A year
later, in May 1977, the South African Reserve Bank arranged another gold swap for
almost 3 million ounces, nearly a quarter of its remaining gold holdings. It was
estimeted hat this swap involved about $390 million. 131/ Transnational banks
have also assisted South Africs in selling Krugerrands, one-ounce gold coins.

128/ Business Internaticnal, op. cit.
129/ The Nedbank Group, op. cit., pp. 205-206.
130/ Financial Mail, 26 March 1976,

131/ Financianl Mail, 19, 26 March 1976. See elsc The Banker, London:
Finapcial Times, April 1976; South Africa Reserve Bank, Quarterly Bulletin,
June 1977, p. 22,
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Table 7. Financial groups in Southern Rhodesia/Zimbabtwe, 1977

Original parent corporation

{nationality)

Commercial
banks

Merchant
banks

Financial
houses

Standard and Charter (UK}

Barclays Bank International {(UK)
National and Grindlays Bank

Hhobank (South Africa)

Btandard Bank Ltd.

Barclays Bank Ltd.

National and Grindlays
Bank Ltd.

Rhodesian Banking Corp.
Ltd.

Standard Merchant
Bank Rhodesia Litd.

-

Syfrets Merchant
Bank Ltd. bf

Standard Finance Ltd.

Crindlays International
Finence

Scottish Rhodesian
Finance Ltd.

United Dominions Trust (UK)

UDC Rhodesias Ltd.

C. T. Bowring and Co. Ltd., (UK).
Tozer Kemsley and Milbourn

{Holdings) Ltd. (UK)

-

i

Povmaker (C.A.) (Pvt.)
Ltad.

Sources: WNho Owns Whom, UK ed. (London, 1977); Industry and Commerce of_ Rhodesia, (Salisbury,

Thom' s Commercial Puhlications, 19Th); advertisements by Grindlays and FRhobank in Development Magazine
{8alisbury}, May and June 1976 and February 1977: Report of the Registrar of Banks and Financial
Institutions, 1975 (Salisbury, Government Printing Office, 1976}; The Banker (London), August 197T7.

af Grindlays is 49 per cent owned by Citicorp (US) and 41 per cent by Lloyds (UK).
Qj Also independently affiliated with Nedsual (South Africa), Rhobank's pesrent bank.






119. Of the seven registered finance houses, five have links to transnational
financial institutions. Three of the commercial banks named above have subsidiaries
which operate as financial houses, &s shown in table 7. In addition, the South
African affiliates of three UK-based firme, United Dominions Trust,

€. T. Bowing and Co. Ltd., and Jozer Kemsley and Milbourn (Holdings) Ltd., are
owners of two finance houses in Southern Rhodesia/Zimbabwe, 138/

120. As of August 1976, the assets of the registered finence houses were distributed

as follows:

Table 9. Assets of the registered finance houses at 31 August 1976
{$R million)

Bovmaker (C. A.) (Pvt.}, Limited : 7,956,077
Fincnec Corporation of Rhodesie 7,468,359
Grindlays International Finance (Rhodesia) Limited 18,¢21,07Lk
Scottish Rhodesian Finance Limited 25,115,196
Standerd Finance Limited ol , 284, o2l
UDC Rhodesim Limited 35,2L6,108
Viking Fipance Corporation (Pvt.) Ltd. 10,166,886

Source: The Rhodesian Science News, vol. I, No. 3, March 1977.

138/ L. J. Buckle, "The finance houses in Rhodesia", The Rhodesian Science
News, vol. 11, No. 3, March 1977, p. 62. Barclays Bank formerly held substantial
shares in United Dominions Trust, the sale cof these shares severed the links between

their Rhodesian affiliates.
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2. Job ecreation

130. The growth of the South African economy has been accompanied by & substantial
increase in the number of persons employed. 1hh/ (See table 10.) While the
relative contribution by transnational corporations to employment st the
micro-lavel iz apen to dehate, there iz widespread agreemsnt that foreign capital
has contribtunted to an over-all expansion of employment. There are, however,
indications that recent investments have been highly capital-intensive, cresting
few new employment opportunities for unskilled labour. 145/

131. The fact that skilled and semi-skilled jobs have by and large been reserved
for whites has caused a chronie shortage of skilled labour, also exacerbating
inflation. Within South Africa some white trade unions, certain members of the
business community and individual members of Parliament have called for a change
in the face of mounting national economic difficulties, while others have
continued to support strict enforcement of these laws. The Government has been
pressed to grant exemptions from Job reservation regulations as certain firms

have been hampered or services curtailed by a shortage of skilled white
workers, 146/

Table 10. Distribution of new jobs by racial category., 1960-1976

Total number
Sector of jobs created Percentage distribution of new jobs a/

White Coloured Asian African Total

Mining and

qQuarrying 51,159 -3.9 6.9 .02 96.7 100
Manufacturing 612,571 16.3 18.1 6.8 58.8 100
Construction 316,053 10.1 11.0 1.6 7.3 100
Banking institution 21,588 Th .8 8.1 4.8 12.3 100

Source: gouth African Bulletin of Statisties, 1972, 1977.

a/ In 1976, the percentage distribution of each of the racial groups in the
total labour force was: whites 27; Coloureds 11; Asians 3; Africans 59.

1kk4/ The contribution of foreign capitel to economic growth in South Africa
is discussed in document E/C.10/26.

145/ See paras. 184-185 for a description of the employment effects of capital
intensive investment.

146/ For an indication of the groups supporting and those opposing Job
reservation and the government response, see ILO, Thirteenth Special Report, p. 1k;
Twelfth Special Report, pp. 17-20; Eleventh Special Report, p. 103 Eighth Specinl
Report, pp. 9-15; Seventh Special Report, pp. 7-12; Fifth Special Report,

Pp. 12-15; Fourth Special Report, p. 13; Third Special Report, pp. 34-39.
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132. It must be emphasized however that although some blacks have advanced due to
growth in the economy, such progress cannot be considered far-reaching or
permanent under the present system. The pattern of unemployment during the

1970s demonstrates this point. Despite economic growth, there has been a steady
increase in black unemployment in urban areas and white rursl arees from

6.1 per cent in 1970 to 10.9 per cent in 1976. It has been estimeted that in
1976, for & black labour force of 4,855,000, unemployment was growing by at least
9,000-10,000 per month. The increase in black unemployment in white rural

areas has been even more dramatic, rising from 1.7 per cent in 1970 to

22.1 per cent in 1976. 147/ While unemployment among whites, Coloureds and
Asiens increased from 19Th to 1976, the number unemployed at the end of 1976
represented less than 1 per cent of the number of persons employed in this
category. 148/ A comparison of changes in urban unemployment for blacks versus
whites, Asians and Coloureds during the 1970s shcws that economic recession has
had a proportionally greater impact on black workers. See table 11.

133. While ad hoc exemptions are permitted in job reservation, the review of
legislation in annex IT, appendix B shows that the legal structure of apartheid
was strengthened during the 1960s, a period of economic boom. The Government

has attempted to resolve the economic problems caused by apartheid by increasing
political control over the movement of blacks in white areas. Furthermore, the
Government has continually reiterated its position that job reservation exemptions
are temporary. The official position is that sutomation and white migration
will alleviate the need for employing blacks in the white econcmy. Indeed, the
recent economic crisis has vividly demonstrated that black employees are very
vulnerable in periods of economic decline. As white unemployment rose in 1976,
there was a marked decline in the number of exceptions granted to the colour bar,
In 1976, the Govermment also promulgated two additional categories of job
reservation. 149/

13L. Although blacks have been permitted limited mccess to certain categories

of jobs, the colour bar, whether formal or informal, has precluded their moving
into jobs with the highest pay and prestige. The number of Africans in
professional and semi-professional occupations is insignificant. In 1970,

B0 blacks were engineers, 120 were doctors and dentists, 60 were physical
scientists and 40, jurists. Only 140 of these (engineers and physical scientists)
are related to the industrial sector, where promotion of black workers by
transnational corporations would be manifest. Only in nursing and teaching, which
are in the public sector and not related to transnational corporations, is the
number of blacks somewhat more substantial. ligj The majority of jobs created
for blacks has been as non-skilled labourers.

147/ The South African Govermment does not publish figures on black
unemployment. The figures cited here are from a study published by
P. J. van der Merwe, "Black employment problems in South Africa", Finance and Trade
Review, vol. XII. No. 2, December 1976, pp. 47-75. The estimates entered here and
in table 10 are on the conservative side; other estimates put bleck unemployment
in these areas at 20 per cent.

148/ ILO, Thirteenth Special Report, pp. 13-1h.
149/ ILO, Thirteenth Special Report, pp. 1L-15.
150/ South African Yearbook, 1976, p. L6,
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Table 11. TRepuklic of South Africa: the pattern of
unemployment, 1970-1976

Number of

unemployed

Number of whites,

unemployed Change from Coloured, Change from
Year blacks af previous year Asian b/ Previous year
1970 - 252 000 T 897
1971 282 200 29 500 8 238 3L
1972 364 000 ' 82 Qoo 13 029 L 791
1973 366 000 2 300 10 848 -2 181
1974 385 000 19 500 & 350 -2 493
1975 428 ooo L 500 10 305 1 955
1976 o/ 528 000 100 koo 22 681 12 376

Source: Finance and Trade Review, vol. CIT, No. 2, December 1976, p. T3
and South Africa Bulletin of Statistics, 1972, 1974, 1976.

a/ These figures include urban areas in white areas and “homelends’ and
white rural areas. They do not include rural areas in the "homelands”.

b/ Registered unemployment.

¢/ In 1976, the number of employed blacks in these areas was k,327,000: the
number of whites, Coloureds and Asians was 2,859,091.

-






Table 12. Comperison of yeavly earnings of blacke and whites, 1960-1975

Sector

Year

Arerage yearly
earnings of whites

Average yeariy
earzinge of blacks

Gaps between vhite
and vlack earnings

Rate of
increage in gap

Mining end quarrying 1960 R 2 312.90 R 1b8,35 R 2 16h.56
1965 2 909.3k 176.50 2 732.8% 262
1970 b 253.36 215.55 L o3T.92 LT3
1975 7 193.00 957.08 6 835.92 69%
Manufacturing 1960 R 2 021.95 R 3N.2v R 1 650.68 -
1965 2 695.09 507.62 2 187.47 32%
1970 3 816.54 660.26 3 156.28 hhg
1975 5 860.97 2 218.63 h 662.3h W78
Construstion 1960 R 1 887.10 R 3%0.97 R 1 5h6.13 -
1955 2 981.69 541.05 2 LLo.65 57.8%
1970 L oé2.Th 639.42 3 h23.32 Lo.3¥
1975 5 863.15 1 167.59 Y4 695.56 37.2%
Central Government 1560 R 1 598.92 R 363.k2 R 1 235.50 -
1965 1 978.18 452,92 1 525,26 23.5%
1570 3 336.77 565.73 2 TT1.0% 81.7%
5 237.97 1 327.55 3 910,42 41.1%

1975

Scurce:

South African Bulletin of Statistics 1975.
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143, In 1976, a private rescearch group based in the United Kingdom eonducted a
survey of the Ll corporaticne which had submitted evidence to the 197k House sf
Commons inquiry on the subject. 160/ A review of this study ie useful because it
offers the most comprehensive analysis of the subject and may have a relevance that
goes beyond United Kingdom-based firme. The latter firme represent approximately
50 per cent of direct foreign investment in South Africa and employ approximately
220,000 to 250,000 Africans. 161/

14k, Many firms responded to the private group's request for information, a Tew in
great deteil., Those responses which provided sufficient information for analysis
showed that the number of blacks pasid at rates below PDL had significantly declined
from 1973. However, an extrapolation of these responses to all United Kingdom-
based firms employing blacks in South Africa indicated that in 1976, 11 per cent
were still paid below PDL (the level recommended by the United Kingdom

Government for immediate achievement in 1976) and 48 per cent below MEL {the
working goal set by the United Kingdom Government). 162/

1145, Accoriing to the private report, wage variastions among different employers
could be explained, for the most part, by the nature of the firms' economie
activity: the retio of capital to labour, the ratio of black to white employees,
and the size of the firm. Those corporaticns engaged in labour-intensive
activities such as mining, agriculture and construction, and those employing a high
level of migrant workers, paid the lowest wages. The highest wages for »lacks were
paid by urben-besed manufacturing or food processing companies. Women and youths
were generally in the lowest paid categories. Although such a pattern of wage
variation among these different sectors is common around the werld, it is clear
that South Africe’s racial policies have distorted wage levels. It is here that

, the issue of equal pay for equal work becomes important. A private survey of

~ United States~based corporations gives evidence that most of the companies
questioned did not pay Africans equivalent wages for doing the same job as

whites. 163/

146. A number of problems are apparent in the attempts made so far to monitor wage
pclicies of transnational corporations operating in South Africa. For instance, &
lack of full disclosure of relevent and comparable data precludes meaningful
analysis. Moreover, vhile the Poverty Datum Line and Minimum Effective Level are
appropriate criteria to gauge progress, they are hardly adequate as policy goals,
since they establish the minimum requirements for a certain level of living
without reflecting considerations of productivity or equity.

160/ Rodney Stares, Poverty Wages in South Africa: A Review of the
Effectiveness of Self-reguiation and Veoluntary Disclosure {London, Christian
Concern for Southern Africa, 1976}.

161/ This information was provided unofficially by the United Kingdom
Government .

162/ Stares, op. cit., pp. 17-27.

163/ Zabour Practices of U.8. Corporations in South Afrieca (Washington, D.C.,
Investor Responsibility Research Corpeoration, 1976).










Teble 13: Namibia: employment in various sectors by racial
category a/ 1960-1370

1960 b/ 1970 ¢/
Sector Black White Coloured Black White Coloured
Modern agriculture 36 260 6 508 2 8LT 25 000 6 500 5 000
Mining 9 814 1 696 176 1k 000 3 000 1 000
Fishing and fish processing - - - 5 000 500 2 000
Manufacture h 271 1 803 515 8 000 2 500 1 500
Construction | T975 2 756 1417 8 500 1 500 2 000
Commerce 3973 5 899 597 13 000 5 000 1 500
Transport and electrieity 4 164 3 107 134 10 000 500 1 000
Services (Government and
domestic ) 15 426 5 0kh9 2 156 14 000 14 000 5 000
Unemployed and unspecified 6 T65 Lot 166 19 000 - 1 500

Source: Figures for 1960 are taken from South West Africa Survey, 1967:
figures for 1970 are estimates from ILO, Labour and Discrimination in Namibia, p. 51.

a/ All the figures published on black employment are based on estimates, of the
population which themselves are highly unrelisble. These data have to be read,
therefore, as tentative and only suggestive of trends.

9/ Figures are for employment in southern sector.

¢/ These figures include the homelands. Since the majority of the poputation
in the homelands are in subsistence sgriculture, these data are roughly comphrabls
to the official stetistics for 1960. The South West Africe Survey, 197k did not
include information on black employment,
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158. Wage levels vary greatly in the different sectors. The largest source of
employment for Africans in Namibia is commercial agriculture, with white-—owned
farms accounting for an estimated one fourth of the blaeck African labour force,
Although there is not a great deal of foreign invegtment in this sector, some
transnational corporations are involved in cattle and sheep raising activities,
which contribute significantly to the gross vaslue of agricultural production. 177/
These include: Eastwood and Holt ILid. (United Kingdom); Hudscon Bay and Awning___
(United Kingdom); Sirder Ltd. (United Kingdom); Thdrer and Hollander/Thérer Group
(Federal Republic of Germany); Faroo Meat Exchange Ltd. {South Afriea); and
Vleissentraal/SA Meat Producers (South Africa). 178/

159. In 1977, cash wages to Africans were reported to be R 24.37 per month in the
beef-producing areas, and R 40.37 in the sheep-producing areas. Even considering
non-cash subsidies equivalent to R 4 to 7 per month, this is well below the

PDL. 179/

160, The mining industry, which employs approximately 12 per cent of the black
African labour force, is dominated by foreign capital. Two foreign firms -
Consclidated Diamcond Mines (CDM), a subsidiary of De Beers Consolidated Mines Ltd.
of South Africa and Tsumeb Corporation, owned by Newmont Mining Corporation end
American Metal Climax Inc. of the United States - together account for
approximately 90 per cent of all mineral production in Nemibia. 180/ These two
are also the largest individual employers in Namibia.

Table 1L. Average black wages by CDM and Tsumeb in 1973

Average monthly wage Non-cash Total
COM . . . v & v o s « & R 87.37 R 25.09 R 112.46
Tsumeb . . . . . . . . R 36.63 R 3L4.78 R T71.M1

Source: South West Africa Survey, 19Th.

161. The wages paid to black workers by these two firmsg, as shown in table 1, were
only a fraction of those paid to whites. At CDM, average wages for blacks
represented only half the wages received by young white apprentices. In addition,
non-wage benefits for whites added significantly more to their wages than
non-cash subsidies for blacks. 181/ Minimuwn wages at Tsumeb in 1973 were

177/ Interrational Iabour Organisation, Labour and Discrimination in Namibia,
p. 31.

178/ Roger, Murray, "The Namibia economy: an enalysis of the role of foreign
investment and policies of the South African administration™, in The Role of Foreign
Firms in Namibia {African Publications Trust, 1975), appendix B, pp. 101-102.

179/ Document A/32/23, p. 15.
180/ Document A/902k,

181/ International Labour Organisation, Labour and Diserimination in Namibia,
p. 62.
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R 24.00 per month, and the average cash vage for whites was 18 times that for
blacks. 182/ Since then, Tsumeb has increased wages for blacks. In 1976, however,

the minimum cash wage paid by Tsumeb was R 60 per month, still significantly below
the Poverty Datum Line. 183/

162. The fishing industry, controlled by South African Tirms, provides jobs for
approximately 8 per cent of the black lebour force, BRecause blacks are not
permitted to own or work on the fishing vessels, most of them are employed in the
fish canneries or other processing operations of the industry, In 1974, average
monthly wages were reported to be R 63,39, plus 18.85 in non-cash benefits. 104/
Although black workers in the sectors dominated Yy foreign investment are generally

more highly peid than those in agriculture, the remunerations are not adequate,
even when judged by official standards.

5. Inmdustrial reletions

163. There are no provisiens for collective bargaining over wages and working
conditicns for those employed under the contract lsbour system, which amounts to
approximately half the blacks employed in Namibia. Although a black may present

a complaint against his employer to the employment bureaux for investigetion, the
initial conditions of the contraet are not negotiable. Although they are not
prohibited from forming trade unions, their unions cennot be registered. Black
Africans are excluded from the provisions of the Wage and Industrial Conciliation
Ordinance which relate to settlement of disputes and strikes, and it is a criminal
offence for black Africans to strike. 185/ None of the transnational

corporations currently operating in Namibim recognizes s black trade union.

L. Southern BRhodesisa/Zimbabwe

1. Overview

164, Since the Unilateral Declaration of Independence (UDI), employment conditions
in Southern Rhodesia/Zimbabwe have been monitored by the United Nationa Commission
on Human Rights and the United Nations Department of Political Affairs,
Trusteeship and Decolonization. 186/ The International Labour Organisation is
currently preparing a detailed analysis of labour conditions and policy in

182/ Document A/32/23, p. 15

183/ Document E/CN.h4/1222, p. 12k,

184/ Document A/32/23, p. 1k,

185/ International Labour Crganisatiom, op. ecit., pp. 57-58, T1-78.

186/ The most recent reports of these bhodies can be found in: Official
Records of the General Assembly, Thirtieth Session, Supvlement No. 23,
(a/10023/%ev.1), chap. V, ennex, appendix I; ibid., Thirty-first Session,
Supplement No. 23 (A/31/23/Rev.l}, vol, I, chap. IV, annex I; ibid., Thirty-second
Session, Supplement No. 23 {A/32/23/Rev.l), chep., IV; documents E/4646, E/LE90,
E/5622, E/CN.4/1135, E/CN.4/1222.
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Teble 15. Wages in Southern Rhodegie/Zimbabwe 1966-1974 a/

Africens Non-Africans Ratio Gap
% employed Average % employed Average
in the sector earnings $R in the sector earnings $R
Agriculture
1966 Lo,z 125 4.9 2 540 , 1:20 2 15
1970 38.9 127 L.k 2 658 : 1:21 2 531
1974 38.3 158 L.y 3 551 1:22 3 393
Mining .
1966 7.1 300 3.5 3 486 ' 1:12 3 186
1970 7.1 343 3.6 b Us6 - 1:13 4 113
197h 6.2 422 3.0 6 036 : 1:14 5 61h
Manufacture
1966 10.6 Log 16.8 2 952 1:7 2 526
1970 13.3 L78 17.8 3 624 1:7.5 3 146
197k 1k.0 627 19.2 5 075 1:8 4 448
Banking and finpance
1966 0.3 580 6.3 2 654 1:%.6 2 0Tk
1970 0,k 714 6.3 3 380 . 1:4.7 2 666
1974 0.k 863 7.3 L b1z 1:5 3 549

Source: Economic Survey of Rhodesia, April 1975.

a/ Only those sectors with & known foreign component are included. The other 60 per cent of African
employment is in electricity and water, construction, hotels, transportation and communications, public
administration, education, health, and private domestic service.









180. Because agriculture and mining served as the foundation for the first
industrialization of South Africa, these sectors deserve prominence in a treatment
of’ the economy and society. These two sectors have historically been the prime
employers of cheap, unskilled labour. In the last two decades, however, commercial
agriculture has become highly mechanized eliminating over half a million

agricul tural workers. Aegricultural investment has largely come from domestic

rather than foreiegn scurces, elthough the technology of mechanization was
imported., 223/

181. Underground mining continues to require a reserve of cheap labour. But since
mining's dominance of South Africa's eccnomy has ended, the econcomy is nc longer
as dependent upon the migratory lsbour system as it was in the first half of the
20th century. In the second half of the century, capital intensive sectors of
manufacturiag called for more skilled and residentially stabilized labour, Such
are the people of Scoweto.

182. Until further research rewveals the proportion of settled and migrant workers
within the menufacturing sector, the impact of foreign participation here -
estimated at 40 per cent - cannot be assessed. Although the introduction of higher
technology by foreign investment is likely to require a population of settled
blacks, these general relationships cannot be tested at the present time, Port
Elizabeth, with its conspicuous foreign-owned automotive plants, does offer an
interesting example of foreign menufacturing investment. In this situation the
South African authorities have been willing to bend their stated principle of
mininizing the settled element. Port Elizabeth also exemplifies a situation where,
de facto, the differences between migrant and settled elements is remarkably small.
The better wages paid to settled blacks may be effectively reduced by inflation.
Furthermore, the increased numbers of dependents seeking employment add to the
labour supply, possibly lowering wages. Unemployment lowers the per capita income
of both groups and also blurs the dichotomy between migrant and settled

wvorkers. 204/ The following cases of foreign investment in the South African
economy give some insight into the relaticnship between transnational corporate
investment and social change.

3. BSome illustrative cases

183, Richard's Bay Minerals (RBM), a R 250 million investment in mining end
smelting ir a sand dune area in Kwazulu, provides a rare example of transnational
investment in a "homeland” area and illustrates the limited scope for pocitive
social change as a consequence of such investment. BRBM has two opersating
companies: Tisand, which does the nining and Richaerd's Bay Iron and Titanium,
vhich does the smelting. BRBM's foreign stockholder is Quebec Iron and Titanium
Company of Canada (40 per cent), whose two owners are Kennecott Copper Company and
Gul f+Hestermn Industries. About 20 per cent of RBM is contreolled by the Industrial
Development Corporation, an agency of the South African Government. Some

203/ Stanley Greenberg, "Race and rural econcmy in South Africa’, African
Studies Associetion Conference Paper (Houston, November 1977). See also Stanley
Trapido, "South Africa in a comparative study of industrialization”, Journel of
Development Studies, VIITI, 3 (1971).

204/ There are no published figures on black unemployment. See chap. III for
estimates,
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R 250 million of the capital for this proJect was raised through bank loans from
sources outside South Africa. 205/

184, RBM's effect on the socio~economic development of Kwazulu will be limited

for the following reasons. EKwazulu has a population of 2.1 million, the largest
of any South African "homeland". But only 27 per cent of the population is
economically active within Xwazulu, and only one fourth of the income earned by
Kwazulu residents is generated within its territory. A recent South African
Government study has indicated that 30,400 local jobs will have to be created each
year to absorb the huge flow of migrant labour from Kwezulu. 206/ That RBM may
benefit a small number of skilled black workers is unquestionable. Each of the
1,000 new jobs this investment will provide {approximately 650 of them for blacks)
will require a R 250,000 investment. Capital intensive transnational investments
like RBM's however cannot begin to stabilize or reverse these patterns of migrancy.
Furthermore, only 10 per cent of the profits Tisand will be paid will be paid to
the Kwazulu Investment Corporation as a royalty. gng

185. Although RBM cannot act significantly to alleviate local unemployment in
Kwazulu, it does contribute directly to the South African Government's drive to
expand its export income. RBM, with potential exports valued at R 100 million per
yvear, has an importent part to play in servicing and repaying debt 208/ which is a
major preoccupation of the authorities,

186. The African Explosives and Chemical Industry (ABCT) shares in a R 260 million
project to build a petro-chemical plant at Sasolburg. AECI is L42.5 per cent owned
by the Imperial Chemical Industries of Great Britain, L2.5 per cent owned by
DeBeers Consolidated Mines Itd., and 15 per cent owned by the South African publie.
DeBeers is integrated into the South African-based Anglo American group through
interlocking directorates, shared resources and personnel. Harry Oppenheimer is
the Chairman of the Board of each, as well as Chairman of the Board of AECT,

187. The city of Sasolburg, a major growth point for the black population, is not
near a "horeland”. 209/ No employment or housing information concerning the new AECI
plant is presently available, lnasmuch as Mr. Oppenheimer has stated an intention

- to hire substantial number of blacks to skilled positions and to push for stable
residence in family units, it will be of special interest to determine the eventual
patterns of employment and residence associated with AECI Sasolburg plant., 210/

188. AECI's R 156 million investment in this new petro—chemical project at
Sasolburg constitutes a major expansion and diversification. 211/ AECI has an
exclusive explosives contract with the South African Chamber of Mines and it has

205/ See appendix A of Financial Mail (special issue on Richard's Bay),
15 April 1977.

206/ See "Kwazulu: where have all the young men gone", Financial Mail,
12 December 1975,

207/ Financial Mail, 15 April 1977.

208/ Ibid.

209/ Wilson, "Political implications"”, loc. eit., p. 183.
210/ Finanecial Mail, 1 April 1977.

211/ Ruth First, Jonathan Steele, and Christabel Gurney, The South African
Connection: Western Investment in Apartheid (Middlesex, 1972), p. L7L.
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built and econtinues to operate two munitions factories for the South African
Government in the Transvaal,

189. Phalaborwa, & phosphate =nd copper mining town in a border area in the
north-east Transvaal, exemplifies the complicated relationship between wage levels,
migrancy and the holding of skilled positions., Foskor, the government thosphate
concern cabitalized by foreign lcans, insists upon employ:ng migrant labour, 212/
whereas Palabora Mining Corporation (PMC), owned by American, British and South

African interests, received government permission in 1972 to phase cut mgrant
labour. 213/

150. PMC's need for a settled lebour force arises, at least in part, from the
requirements of its capital-intensive open cast copper mining operation, which calls
for proportionelly greater number of skilied labourers than underground mining does.
The likelihood that mechanization will lead to higher wages at PMC however is not
clear. A report on employment practices commissioned by the company in

December 1972 showed that 33 per cent of the black workers received wages above

the Minimum Effective Level (R 105 month). g;&/ Further sccess to information

about employment is extremely limited, The Financial Mail reported that PMC had
threatened court action if the newspaper published information conteined in the
company report on stendards of living. 215/

19r. PMC's operation at Fhalaborwa is known as one of the lowest-cost copper mines
in the world; labour costs accounting for 6 per cent of the production costs. 216/
A tiny fragment of the Lebowa "homeland" with a population of 30,000 217/ supplies
the grow1ng town with bleck labour. Namakgrale, a township within Lebowa 10 km
from the mines, is the site of the PMC's plenncd settlement which calls for the
construction of both family houses and a hostel. Even before the plan, turnover
at the mine was low (25 per cent). 218/ 1In any event, the project is not expected
to last beyond 1%92, when the low—grade accessible ore body will be .exhausted.
Foskor's Fhalaborws phosphate reserves are purported to be edequate for hundred
years of mining at preseat rates of extraction. 219/

192. Although transnetional investment provides capital and infrastructure for the
South African economy, the members of the black subeulture are gemerelly excluded

212/ Finencial Mail, 2 July 1976. Manufacturers Hanover msnaged a loan of
$30 million in 1976.

213/ Frencis Wilson, Migrant Labor in South Africa (Johammesburg, 1972),
PE. 11-1k.

214/ Finsncisl Meil, 30 May 1973.

215/ Ibig.

216/ Ibid.

217/ Scouth African Financiel Gazette, 29 September 1972,
218/ wilson, op. ecit., pp. 11-1k,

219/ 8tar, Johannesburg, 25 October 1975.

-6k~



from the distribution of its benefits. A good example is the Electricity Supply
Commission (ESCOM), which has received numercus loans from foreign banks. (See
annex I.} ESCOM produces 80 per cent of South Africa's electriecity. Since the
black townships and "homelands" are rarely electrified, such loans almost
exclusively benefit those in the white subculture. The Caltex 0il refinery, while
mainly serving industrial, strategic, and automcbile-owning interests, does supply
kerosene to light the homes and fuel the cocking stoves of blacks, but the contrast
in the market strength of vhite and black consumption is epitomized by the relative
importance of oil and gasoline as opposed to kerosene.

F. Concluding remarks

193. This report has found no indication that the presence of transnaetional
corporations has helped erode apartheid. Data presented in chapters I and II
suggest that transnational corporations continue to provide the foreign capital to
the economy of South Africa. An increasing proportion of capital inflows are in
the form of loans which is consistent with the official desire to achieve more
economic self-reliance. The rate at which new equity capital is entering South
Africa appears to be levelling off, though it is too early to characterize this as
a trend. Whereas few firms are withdrawing from the merket all together, many
firms eppear to be limiting their future expansion to the rgtes suprortable by
local earnings. Within the banking sector (with the exception of Southern Rhodesia/
Zimbabwe) the sense of business as usual seems pronounced.

194. Much of the purpose of recent developments in South African legislation has
been to specify in increasing detail provisions that maintain discrimination in &ll
aspects of business activity. Transnational corporations are expected to abide

by locel law, as indeed they are in every country where they operate. But as local
laws specify systematic racial discriminetion, the dilemma for those firms wishing
to maintain alternative and more progressive lebour policies is heightened. Scme
firms succeed in implementing policies which rise sbove the average in terms of
compliance with the letter of the law, but their ability t¢ have any real positive
impact is constrained. Moreover, as was shown earlier in the report, most
transnational corporations are in these respects, indistinguishable from local
South African firms. For these reasonz, the impact of the progressive transnetional
corporations is small indeed. Given the fact that South Africen firms todey
provide a viaeble alternative in most sectors of the economy, the conventional
argunent that the transnational corporations continued presence is necessary to
maintain employment of black workers and provide pressure for improving existing
employment conditions in their sectors is not convincing.
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Foreign credits to South African public borrowers (1974-1976)

Barrover or Year Amount Interest ; Maturity Banks known to have participated in Type of
igsuer of bond (in millions) (years) transaction transaction
ISCOR 197h $21 P 10 (F} PBanque de l'Indochine Eurocurrency
{(F) Credit Commercial de Frence credit
(F) Credit Lyonneis
(F) Benque de l'Union Europeenene
(F)  Banque Franceise de Cormerce
Exterieur
ISCOR 197h $65 .LIBOR 5 (6} Westedutsehe Lendesbank Eurocurrency
) + 1,25 Gironzentrale credit
ISCOR 1974 $13 n.2. 8 (E) Hill Samuel Banks (South Africa) | Eurocurrency
' Ltd. eredit
ISCOR 1974 - | #$100 LIBOR 10 (Us) Citlicorp International Benk Ltd, ; Eurocurrency
C+ 1,715 (E} Hambros Bank Ltd, credit
{¢) Canadian Imperial Bank of
Commerce
ISCOR 197k 350 LIEOR _
+ .75 10 {F} Credit Commerciasle de France Eurocurrency
Credit
ISCOR 1975 350 8.5 15 {US) Manufacturers Hanover Ltd. Privately placed
(US) Citicorp International Bank Ltd. | bonds
ISCOR 1975 8wF50 8.75 4 Nt Privatley placed
bonds
ISCOR 1975 | $21 LIBOR 3 (F) Credit Commercialte de France Eurocurrency.
: S + 1,5 (L)  Kredeitbank S.A. Luxembourgeosie
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Borrower or

faguer of bond

Yoar

Fquigg_szpdits to South African public borrowers {197k-1976)

Amount
(in millions}

Interest

Maturity
{vears)

Banks known to have participated in
transaction

Type of

transaction

ISCOR

ISCOR

ISCOR

'TSCOR

1975

1975

1075

1975

$160

$25

$25

$25

LIBOR
+ 1.7%

LIBOR
+ 1,75

LTBOR
+ 1.5

10

{E)

(6)

(Ba}

Hestdeutsche Lapdesbank
Girozentrale

Krediatbank N.V.

Canedien Imperiel Bank of
Commerce

Hombros Bank Ltd.

Rayerische Vereinsbank
International S.h.

Kredeitbank S.A.
Dondirade

Kredeitbank N.V.

Société Génfrele

Strauss Turnbull

Hill Samuel

Williams and Glyn

White ¥Weld Securities

Swiss Banking Corporation
(Overseas) Ltd.

Union Bank of Switzerland

Credit Commerciale

- Commerabank

Westdeutsche Londesbonk
firozentrale

Alpgermene Bank

Berliner=flandels=-und-
rrankiurter

Eurocurrency
credit

Eurccurrency
credit

Eurocurrency
credit

Pudblicly isaucd

bonds



_'[L -

Borrover or

Year

Foreign ecredits to South Africen public borrowers {1974-1976)

Amount Interest | Maturity Banks known to have participated in Type of
issuer of bond (in millions) (years) transaction transaction
ISCOR 1975 EMU30 9.25 5 {G} Westdeutsche Landesbonk Publicly issued

Girozentrale bonds
ISCOR. 1976 _SwF50 8.75 b {S) Union Bank of Switzerland Privately placed
bonds
ISCOR 1976 380 LIBOR 5 {US) Chase Manhattan Bank Ltd., N.A. Eurocurrency
+ 1.75 (US) Citicorp Internstional Benk Ltd. credit

{(¥) Credit Commerciale de Fraence

(G) . Westdeutsche Lendesbank
Gironzentrale

(E} Orion Bank Ltd., {Chase Manhattan
overseas Banking Cerp. ovas 20%1
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Borrowver or

Foreign credits to South African public borrowers [19Th=19T76)

: Yeor Mrount Interest Maturity Paonks knovno to heve participased in Type of
issuer of bond {in millions) {years) trensaction transaction
ESCOM 1974 $35 8.5 8 (us) Citicorp International Lid. Publicly issued
{US) Menufacturers Henover Ltd, bonds
(US) Kidder Peabody International Ltd.
(E) Barclays Internstional
(E) Furgpean Banking Co.
(E} LondopiMultinetionel Benk
(a} Dresdner Bank
ESCOM 197k $25 10 5 (Us} Kidder Peabody International Ltd. | Publicly issued
' (US)] Kidder Peabody Securities Ltd, Bonds
(L) Kreidietbank S.A,
(B} Bondtrade
(B} Kredietbank .V,
(E) Streuss Turnbull
{EY Wnhite Weld Securities
{F) Credit Commercial
(F) Credit Lyonnais
(F) ©Scciete Generale
(g) Commerzbank
(¢G) Dresdner Bank
(N} Algenene Bank
ECS0OM 1674 $15 9.5 15 {Us) Kidder Peabody International Ltd.!| Publicly issued
' (US) Kidder Peebody Securities Lid. Bonds
(E) Wnite Weld Securities
(E}  Strauss Turnbull
(E) Deltec
{B) Bondtrade
ECS0M - 1974 SvF50 T.25 5 n.a. Privately placed
Bonds
ESCOM 197Y $o5 LIBOR 5 (L) Kredeitbank, S.A. LuxenbourbeoisiL Eurccredits.

{F) Credit Commercielte de France
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Borrover or

Year

Foreign credits to South African public borrowers (197L-1976)

Amount

: Interest | Maturity Banks known to heve participeted in Type of
issuer of bond {(in millions) {years) transaction transection
ESCOM 18975 SvF50 g 5 Tall, Privately placed

Bonds
ESCCH 1976 “8wF50 8.5 3 el idem
ESCOM 1975 SWEFED 8.5 3 N.a. idem
ESCOM 1975 $30 8.5 15 {US) Menufacturers Hanover ILtd, idem
ESCOM 1975 $30 10.25 8 {18) Kidder Peabody end Co., Inc. Publicly issued
{US) Kidder Peabody Securities Ltd, bonds
(US) Citicorp Intermationel Bank Ltd.
fB)  Bondtrade
(8)  Kredeitbank N.V.
(L) Kredeitbank S.A,
(E) Deltec Trading Co.
(E} Eurovean Banking Co. Ltd.
{E)  Strauss Turnbull
(E) White Weld Securities
ESCOM 1975 DMLOO 9.25 5 (G) Commerzbank Publicly Issued
: (G} Dresdner Bank Bonds
(F) Credit Commercial
(L) Kredeitbank S.A.
{Ba) Swiss Banking Corporations
{Oversens) Litd,
ESCOM 1976 SWF5Q T.T5 4 nea,

Privately placed
Bonds
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Foreign credits to South Afriean public borrovers (1974-1976)

3901'1"'3“” or Year ¢ Amount Interest ;| Maturity Danks knowm to have participated ino Type of
issuer of bond (in millions) {years} transaction trensaction
ESCOM 1976 SwF20 NaBs N8B {E) Hordic Privately placed
' Aonds
ESCOM 1976 £60 T 8 () Hill §emuel {guaranteed by U.K. Credits
Govt. Export Credit Guarantee
Department )
ESCOM 1976 $200 LIBOR 5i (US) Chase Manhattan Ltd. Rurocredits
+ 1,75 {vs) cCiticorp Internaticnal Bank Ltd,
(us)' Manufacturers Hanover Ltd,
(us) Morgan Guaranty Trust Co.
(E) Barclays Bank International Lid,
ESCOM 1576 $00 LIBCR 5 (F] Credit Lyonnais | Eurocredits’
+ 1.75 (F} Bangue de 1'Union Eurcpeenene
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Borrower or

Yagy

Foreign credits to South African public borrowers (1974-1976)

- Amount . Interest ; Maturity Banks known to heve varticipated in Type of
issuer of hond (in millions) {years) transaction transaction
SARH 1875 DM30 9.25 5 (US) FEuropesn American Banking Privately placed
Consortium bonds
SARH 1976 $75 LIBOR 5 (US) Morgap Guersnty Trust Co. Furocurrency
+ L1.75 {US) Crocker ¥ational Bank credits
{G) Deutsche Bank A.G,
(E) Europesn Banking Co., Ltds
{G) = Commerzbank A.G,
{I} Banca di Rome
{B) Banque Furopeenene de Credit S.A.
SARH 1976 SwFLD 8,25 3 {(8) Union Bank of Switzerland Credits
SARA 1976 DM100 N.g. 2 (G} Deutsche Bank Credits
SARH 1916 $99 9.25 10 (E)  Eurcpean Banking Corp, Credits
SARH 1976 1,30 TeS 5 (E} Hill Samuel Credits
SARH 1976 DM150 N.8, 2 {6} Deutsche Bank Credits
SARH 1976 $59 8 10 {G) Dresdner Bank A.G. Credits
N {F) Credit Lyonnais
IDC 1975 $10 Nefa Nale (US} Citicorp Internetional Bank Ltd. | Eurccurrency
{E) Bareleys Bonk International Ltd. | credits
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Borrower or

Year

Foreign credits to South African public borrowers (1974-1976)

_ Anount’ Interest | Meturity Banks known to have participated in Iype of
igsuer of bond (in millions) {years) transaction. trensaction
inc 1975 $us .2, 5 (E} Barclays Bank Internationel Ltd. | Eurocurrency
- credits
1IDC 1575 SwF30 8,62 5 Dol Privately placed
bonds
Ing 1976 SwF30 T.12 3 D.a,. Privately placed
bonds
D¢ 1976 $25 n.e. 5 (us) Chase Manhattan N.A. Credits
SOF 1976 DMT1, 9.25 3.5 (G) Dresdner Bank A.G. Eurccurrency
(¢) Commerzbank A.G, credits
{¢) Westdeutsche Landesbank
Girozentrale
(G) Deutsche Bank
SASOL 1T 1976 £15 LIBCR 8 (r) Hill Saruel Credits
"+ 1.5
J 'BERG: 1976 57 LIBOR 5 (E) Barcloys Bank International Ltd. Credits
(municipelity) + 1.5 :
FOSKOR 1976 $30 n.&, Nt (US) Manufacturers Hanover Credits
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Foreign credits to South African public borrowers (197h-1976)

Dorrover or Year | Amount Interest ;| Maturity Banks known to have participated in Type of
isaucr of bond {(in millicns) {years) trensoeotion trensection
Richards Bay 1976 | '$138 LIBOR +

2 2 (US} Citidank W.A. Credits

2412 h Rels

L|

XHOSA 1976 $12 LIBOR 3 (US) Dov Edlding Co. Credits
Development + 1.5 (E} Hill Samuel
Corp.




Annex IT

THE BASIC LAWS AFFECTING AFRICAN LABOUR a/

A. Laws affecting residence and mobility of Africans in white areas

1. The Bantu (Urban Areas) Amendment Act No. 43 of 1945: Establishes the
prescribed areas outside of "homelands" in which Africans are allowed only with
permission, for working purposes. It alsc empowers local authority to determine
vwhether the presence of an African in an urban area constiutes a threat to peace
and, if so, to order him to leave under threat of criminal sanction.

2. The Bantu {Abolition of Passes and Co-ordination of Documents) Act No., 67 of
1952: Gives the minister of Native Affairs authority to require every African
over sixteen to carry a reference book (previously called a pass book) giving
detailed informaticn about the individual,

3. The Bantu Labour Act No. 67 of 1964: Basic legislation which consolidates
the registration, recruitment, employment and accommodation laws concerning
Africans in white areas,

L, The Bantu Laws Amendment Act No. L2 of 1964: Consolidates the administrative
machinery for governing the various facets of labour bureaus, urban and rural
recruitment, and operation of the identity system for blacks.

5. Physical Planning and Utilization of Resources Act of 1967 (later renzamed
Environmental Plarning Act): Provides for control over the establishment of
new industry in white.areas which is likely to require a large number of black
workcrs.

6. Bantu Affairs Administration Act No, 45 of 1971: Further ephances the

administrative machinery for controclling the movement of African labour.

B, laws defining empleoyment opportunities and condition
of work for Africans in white urban areas

1. Mines and Works Act No. 27 of 1956 (as amended): Prohibits blacks from
performing a number of jobs in the mines.

2, Native Building Workers Act No, 27 of 1951 (as amended}: Restricts
employment opportunities and limits wages of blacks in the rconstruction irdustry,

g/ Taken from ILO, Special Reports of the Director General on the Application
of the Declaration concerning the Policy of "Apartheid” of the Republic of South
Africa, 1-13. The regulation of labour is extremely complex; each law affects
the operation of the others. Therefore the categories used in this annex to
present recent developments in this legislation are necessarily artificial. The
table highlights the most important developments.
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3, Industrial Coneiliation Act No. 26 of 1956 {as emended}: Enpowers the
Minister of Labour to bar anyone frcm a job because of race in order tao aveoid
Yinterracial competition”.

L. Bantu Laws Amendnent Act No, 19 ot 1970: Enhances the power the Minister
of Labour, which he derives from the Industriel Conciliation Act, sc that he
mey at any time prohiblt, & black Trom pertorming or being employed in a specifilc
aren, in & specific class of employment, in a trade, or in ithe service of any
employer or c¢lass of employers.

5. Wages Act Yo. 5 of 1957 (as =mmended): Allows the Minister of Labour to

fix wage rates end conditionms of work for unorganized labour (Africans).

C, Laws defining the rights of Africans with
respect to industrial relations

1., FKative Labour (Settlement of Dispute) Act. Yo, LB of 1953: Esteblishes
governmert officials as the representative of Africans in industrisl relations
matters, and denies right of collective Lurpgaining to Africans.,

2. Irdustrial Conciliastion Act No., 26 of 1956 {us amended}: Provides a
besic mechanism for setiling disputes between labour and managemenl. Reguires
trade unions to be registered in order to receive legal protection. African

unions, while not illegal, nay not be registered; nor may unicns which admit
Alricans.

3. Bantu Labour Relations Regulations Amendment Act No, TO of 1973: Revises
elements of the Native Settlement of Lisputes Act by substituting e system of
works and liaison committees to represent black workers for recognized
participation in the trade union movement, Removes gbaolute prohibition on
strikes by blacks, but sets very complex proceedings for legel otrikes.

D. Laws affecting the asbility of Africans to organizc
a trade union movement

The development of the Africen trade union movement beyond the works and
liaison cormittee stage has been inhitited by other laws. The Legislation which
has, at cifferent times, been invoked against African trade union crganirzers
includes:

1. Suppression of Communism Act No. L4 of 1950

2. General Law Anendment Act No. 76 of 1962

3. Riotous Assemblies Amendment Act No, 30 of 197k

4, Affected Organizations Act No. 31 of 197k

5. Internsl Security Commission Ackt, No. 67 of 1976

6. Internal Security Amendment Act No. T2 of 1976
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