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BREAKI NG NEW GROUND: ANTI - APARTHEI D STRATEG ES FOR THE 1990’ S

As the | ast decade of the 20th century begins the edifice of
apartheid is beginning to crunble. As South Africa s mass
denocratic and |iberation novenents have gai ned ground within the
country, international measures have progressively isolated
Pretoria. Econom c pressures in particular have begun to shake the
very foundations of the apartheid state.

At the same tinme, the white mnority reginme has attenpted to
counter these efforts and maintain its hegenony at all costs. In
this context, and in the interests of denoblishing apartheid as

qui ckly and peacefully as possible, it is critical to naxinize the
i mredi ate inpact of international pressures. By sharpening the
focus of specific strategi es and broadeni ng the scope of our
canpai gn, the international community can hasten the dempolition of
apartheid, and the construction of a non-racial, united and
denocratic South Africa.

Coal s and bj ectives

The broad goal of exerting nmaxi mum econom c pressure on

Pretoria to pronote peaceful negotiations for ending apartheid has
three principal objectives:

1. Accelerating the disinvestnent of conpanies from South

Africa;

2. Severing non-equity ties to South Africa, including

i cense, franchise, technology, distribution and other

agreenments, as well as trade;

3. Terminating international financial support for South

Africa, including loans, credits (including trade

credits), extensions or renewals of credit, "routine"

financial transactions and correspondent banking re-

| ati ons.

The Agartheid Ecgngny: gagging gnde | s C Wi ht

Both the successes and shortcom ngs of recent internationa
strategies nust be viewed within South Africa’ s current econom c
and political context. Apartheid, viewed as an antiquated system
of racial capitalism is proving increasingly to be an econom c

di saster. The drain of nmintaining duplicative parallel socia
institutions (such as education, health care and government al
systens) is exacerbated by politically-inspired pay raises to
reward the enpl oyees of apartheid s bureaucracies, in an effort to
consolidate political stability. (1)

These expenses are dwarfed by the social and econom c costs

of structural unenploynent (estimated by the Congress of South
African Trade Unions to be approachi ng between 45% and 50% and
under enmpl oynment in the Bl ack conmunity. (2) One study in 1980 found
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50% of South Africa’ s total population |iving bel ow subsi stance

| evel s. For the country’s African popul ation the proportion was
two-thirds, while in the reserves, to which half the country’s

Bl acks are confined, at |east 81% of the people were estimated to
be living in dire poverty. O these, thousands die from
prevent abl e di seases and. malnutrition.(3) The coefficient of

i nequality between the standard of living of blacks and whites is
reported to be higher in South Africa than any of 57 other
countries in the world reporting data on incone distribution.(4)
The crippl ed producti on and consunpti on of the country’s

majority popul ation have all taken their toll on South Africa’s
econorny. Added to these are the enornpus costs of the country’s
police and other repressive institutions, which reinforce white
mnority control at home, and its military apparatus which has been
used to occupy nei ghboring Nam bia and wage war on the frontline
states. In all, a recent ILOreport estimtes the direct and
indirect costs of apartheid total R78 billion (nearly $28 billion).
Leadi ng South African busi nessmen project that the country’s gross
nati onal product, w thout apartheid, would have been 50 per cent

hi gher than its current level.(5)

Since 1980, the unrest and resistance born of apartheid have
further underm ned the economny, as uneasy South African and

i nternational businessnmen have sought safer and nore productive
countries in which to invest their capital.(6)

i nternational Econom c Pressures

Enter sanctions. Beginning with measures such as the vol un-

tary international oil enbargo endorsed by the United Nations
CGeneral Assenbly in 1977, econom c neasures to isolate South Africa
have nultiplied. By 1988 it was clear that sanctions were having

a pronounced inpact on the South African econony.

Di sinvestnent, for one thing, was taking its toll. By the

end of 1988, 40% of the South African subsidiaries of foreign
corporations had been sold by their corporate parents.(7) As of
July 1989, 186 U.S. corporations alone had disinvested.(8) As an

i ncreasi ng sum of South African capital was absorbed in the pur-
chase of these subsidiaries (and in subsequent payment of taxes on
their operations) these funds becane | ess avail able for investnent
in local industry, either to infuse capital or to create jobs. Dr.
Andre du Pisani, director of research at the South African Insti-
tute of International Affairs at Wtwatersrand. University, reported
in June that disinvestnment and sanctions are making the country’s
manuf act uri ng sector increasingly unconpetitive.(9)

Di si nvest ment and sanctions have also cut into South Africa’s
foreign trade, which accounts for 60% of that econony’s annua
gross donestic product.(10) Following the 1986 Anti-Apartheid Act
inthe U S and trade restrictions and reducti ons by EEC, Nordic
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and Commonweal th countries and Japan, South African sal es abroad
plumreted by $469 million during the first nine nonths of 1987

al one, according to a report by the U S. General Accounting

Of fice.(11) This reflects an estimated | oss of 7 per cent of South
Africa' s traditional exports.(12)

Wil e international sanctions inmposed to date have been

i nconpl ete and have allowed for the majority of disinvesting
conpanies to retain non-equity ties, they threaten to sap South
Africa of the inmported technol ogy upon which it depends to grow and
remai n conpetitive. The technology drain is predicted to have a
particularly nmarked i npact on the country’s computer and "high-
tech” industries which, by extension, may have danagi ng | ong-
termrepercussions in South Africa’s manufacturing sector.
Restrictions on South Africa’s foreign trade, including

i nternational sanctions and enbargoes, have further retarded the
country’s econonic growth, by absorbing billions of dollars in non-
productive strategic stockpiles.(13) Measures |like the oil enbargo
have forced Pretoria to pay costly prem uns on inported enbargoed
products. The white minority government has sunk billions nore
into highly capital -intensive and non-econom cal projects |ike
Mossel Bay, in an attenpt to reduce its dependency on inported oil
Per haps the nost striking blowto the economic stability of

the apartheid state was dealt by South Africa’s internationa
creditors in 1985, when they called in their short-term| oans.
Under the ensuing interimrescheduling agreenents of 1986 and 1987,
South Africa scrupulously met its paynment obligations in an effort
to maintain its credit-worthiness in the eyes of foreign | enders.
By paying interest to keep loans on its creditors’ books
"performng," Pretoria has attenpted, at a high cost, to protect
its potential access to international capital.

In February, 1989, the CGovernor of the South African Reserve

Bank, Gerhard de Rock admitted that sanctions, including the
creditors’ pressures, had contributed to a net flow of nore than
R25 billion ($10.39 billion) out of the country, of which roughly
hal f went to pay the overdue | oans. (14)

Repaynent of these | oans has becone nore difficult with the
reducti on of international capital and forei gn exchange reserves.
New foreign investnent in South Africa declined sharply during the
1980's in response to political and economic instability, particu-
larly after the rebellions in the townships during 1984 and 1985.
New | oans have been m nimal since 1985, with the exception of
trade-rel ated | endi ng.

Furthernore, Pretoria has been forced to sell off gold and

forei gn exchange reserves which, further depleted by the | ack of
new i nvestnent, fell by RL.2 billion to R3.7 billion--a |l eve



reported to be substantially bel ow that of Botswana. (15)

In the face of dimnishing reserves, South Africa has

attenpted to generate a current account surplus sufficient to repay
its debt under the 1986 and 1987 standstill agreenent by

mai ntai ning a positive bal ance of paynents. The white minority
regi me has sought to hold down the demand for inmports by taxing
themat the rate of up to 60% and by placing a 3% ceiling on
econom c growth. In the process the bank interest rate has risen
to 17% while the prine lending rate rose from 12.5%to 18%in
1988, and was pegged at 20% by My, |989.(16) Despite these
efforts, South Africa s current account surplus plumreted from
R6.15 billion in 1987 to R2.93 billion in 1988.

These pressures were exacerbated by the erosion of South

Africa’ s traditional econom c supports, such as revenues from gold
exports. As the price of gold sank bel ow $400 an ounce, incone
fromgold sales could no | onger nmask the structural weaknesses of
the apartheid econony or the undeniabl e inmpact of sanctions.
Overall, South Africa s econony has begun to show signs of I|ong-
term stagnation in donestic savings and investrment. Its growh
rate, which rose slightly in 1988, remains well bel ow the estinmated
four to five percent |evel necessary to keep pace with the coun-
try's expandi ng Bl ack work force. (17)

Political antext: ngptatign, Coersion or Change?

In the international arena, South Africa s need to repay its

debts has made it increasingly difficult for Pretoria to finance
assaults on frontline states such as Angol a and Mbzanbi que, and to
underwrite its illegal occupation of Nani bia

On the domestic front, internal rebellion and internationa

i sol ati on have both divided South Africa’'s white mnority and

i nduced Pretoria to attenpt to project a reform st inage to the
worl d. As the plumreting rand(18), soaring inmport surcharges,
inflation and nortgage rates have raised the price whites pay for
Pretoria' s policies, the Conservative Party has gai ned ground in
sone areas. Other South African whites, including a grow ng nunber
of busi ness, academ c and conmunity | eaders, have responded by
calling for the need for constitutional reform A grow ng numnber
have fl ocked to Lusaka in recent nonths for talks with the African
Nat i onal Congress.

Launched on April 18, 1989, South Africa s new Denocratic

Party (DP) represents the nerger of three liberal Parlianentary
groups. Anpbng its supporters are nenbers of the business conmunity,
anxious to alleviate international constraints on South Africa’s
deteriorating econony. Wile the DP ains to repl ace the Conserva-
tive Party (CP) as the official opposition to the National Party
in the all-white House of Assenbly, it is not likely to win a
nmajority of white voters in the near future. Nonethel ess, such
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political pressure, and the distinct possibility of stronger
sanctions by the United States and Conmonweal th countries, the
pendi ng debt rescheduling and deeply rooted resistance within the
country have forced the ruling party publicly to acknow edge the
need for change.

Sone noves are prom sing, such as outgoing president P.W

Botha's neeting with Nel son Mandel a, and incom ng president F. W
de Klerk’s proclaimed goal of a new constitution providing
political participation for all South Africans. But a cl oser

anal ysis reveal s cause for skepticismas critics differentiate

bet ween Pretoria’ s proposals on the one hand for Bl ack economnic
"betternent schemes" and political reform (such as the proposed
formati on of a National Statutory Council to draft a new consti -
tution)--and a genuine commtnent to end apartheid on the other
Pretoria' s reform st strategy of cooptation to divert addi-

tional external pressures and to win internal support contrasts
sharply to its intensifying official repression and encouragenent
of paranmilitary violence against its perceived critics, including
children. (19) Since inmposing the State of Energency in 1986, the
white mnority reginme has continued to ban and restrict opposition
organi zati ons--nunbering 32 by the end of 1988.

Wthin this period South Africa' s police state apparatus has

been consolidated into the National Security Management System
(NSM5). Established in secret to conbat opponents of the state,
the systemis headed by a cabinet-level State Security Council and
dom nated by the mlitary. It continues to parallel official state
structures at every level, and often sets policy for controlling
"l ocal unrest."(20)

Furthernore, Pretoria has intensified its tactics for

intimdation through the use of press censorship, forced renovals,
vi gil antes and assassins, detentions, torture and executions, and
assaul ts on maj or opposition institutions including the Congress
of South African Trade Unions, the South African Council of
Churches and the Sout hern African Catholic Bi shops Conference.
Nei t her cooptation nor coersion, however, has deterred the

resi stance within South Africa. As many organi zati ons have been
banned and their | eaders jailed or silenced, they have reorganized,
many nore deeply rooted than ever in their own constituencies. To-
get her they have noved ahead into even broader coalitions of anti-
apartheid forces. Strategies such as recent stay-aways, hunger
stri kes, ongoing rent boycotts, defiance canpai gns and el ection
boycotts within the Bl ack conmunity, and detai nees support and
anti-conscription canpai gns (compounded by draft evasi on and
mutinies) within the white community bear witness to Pretoria' s
inability to cripple its critics. Instead South Africa’ s |ibera-
tion and nass denocratic novenents, with substantial trade union
and religious support, have continued to gain ground.
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| he Expandi ng Leagership of the Religious Comunity
Li ke the rest of South African society, the religious comu-
nity nmanifests both deep divisions and rising resistance. Wile
the institutional church has not chosen to chall enge the regineg,
it has recently taken sonme small steps toward criticizing apart-
theid. When the three racially denom nated branches of the
country’s Dutch Reformed Church met in March, 1988, the white
church, which includes an estimted 80% of governnent | egislators,
decl ared apartheid a sin for the first time and asked forgi veness
for its support of such policies.
The synod reinforced its distance fromthe Bl ack and ni xed-
race churches, however, by only endorsing the statement with reser-
vations, and declining to declare apartheid a "heresy" as did the
bl ack churches nore than ten years ago. The white synod further
failed to call for Pretoria to |lift the state of energency or
rel ease all detainees without charge. Rev. Allan Boesak, | eader
of the m xed-race Dutch Reformed M ssion Church, noted then that
this shortcoming would "seriously jeopardize our relationship, and
their integrity will be seriously in question."(21)
Wth the exception of the white branch of the Dutch Refornmed
Church, however, the Protestant and Catholic comunities have given
i ncreasing voice to the denands of the nass denocratic novenent
within South Africa, particularly as such organizations |ose their
visibility through bannings and other forns of repression. In so
doi ng the church has taken greater |eadership in the camnpaign for
i nternational econom c pressures to hasten the end of apartheid
with a mmmm of violence.
In response to the bonbing of the the South African Counci
of Churches’ (SACC) Khotso Hosue and the arson attack on the
Sout hern African Catholic Bi shops’ Conference (SACBC Khanya House
in 1988, the Council and the Conference called on internationa
partners to intensify their canpaign for conprehensive, mandatory
sanctions designed to hasten the process of peaceful negotiations
for a new South Africa. In the United States, religi ous organiza-
tions responded to this call on Soweto Day, June 16, by nationw de
| obbyi ng for conprehensive sanctions and a major rally, featuring
Rev. Boesak, in Washington, D. C
South African church | eaders have al so sought to sharpen
international strategies within the context of conprehensive
sanctions by calling for escalating financial pressures on
Pretoria. Anticipating the 1990 expiration of South Africa’'s
standstill agreenment, Archbishop Desnmond Tutu, Rev. Allan Boesak
Dr. Beyers Naude and Rev. Frank Chi kane issued a call, paralleled
by | eaders of the Mass Denocratic Mywvenent and the African Nationa
Congress, for South Africa s creditor banks not to renew their
out st andi ng | oans when they cone due in 1990. They clarified the
political context of this denmand, specifying that South Africa’s
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frozen debt should not be renewed until the South African
government takes "the followi ng prelimnary steps, w thout which
negoti ati ons cannot begin

t To lift the State of Energency,

t To release all detainees and political prisoners and to

allow exiles to return hone,

t To unban the African National Congress, the Pan Africani st
Congress and all other banned and restricted politica

or gani zati ons,

i To guarantee free political activity and to anend the Inter-

nal Security Act and all other |aws accordingly,

t To repeal the Popul ation Registration Act, the Separate
Amenities Act, the Goup Areas Act and all other |aws which
organi se South African society on the basis of race."(22)

By defining these conditions, simlar to those set by the

nmaj or organi zations within the Mass Denocratic Myvenment and the
African National Congress, the religious |eaders further under-
scored their |eadership in the nmovenment for genuine negotiations
to establish a non-racial, denocratic South Africa.

t’ eaF’onnd’'5 vuvt

The growi ng resistance within South Africa, and the successes

of initial international efforts to isolate the apartheid econony
have increased Pretoria's vulnerability if not openness to change.
At the same tinme, however, the minority regine’s resolve to
preserve its privileges and resist power-sharing--strengthened by
the short-com ngs of international measures--continue to prolong
the agonies of apartheid. As a result, the international anti-
apartheid novenent nmust fine-tune its strategies in order to have
a decisive inmpact on South Africa while peaceful change there is
still possible.

n o0 t?

Since the days when Rev. Leon Sullivan advocated "responsi bl e”
corporate conduct in South Africa (buttressing the Reagan adm ni s-
tration's platformof "constructive engagenent"), the anti-
apartheid community has clarified its call for disinvestnment from
South Africa. As a result, 73 public funds with a conbi ned port -
folio value of $206 billion in the United States al one have adopted
policies limting institutional investrments in or purchases from
conpanies with operations in South Africa.(23) The 1986 Anti -
Apartheid Act in the United States supported this approach by

outl awi ng new i nvestmments in South Africa, with the exception of
several | oopholes.

As a steady stream of corporations disinvested from South

Africa, however, it becane clear that the non-equity ties these and
ot her conpanies retained to South Africa provided an equally
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critical economic lifeline to the apartheid econony. The trend

was clear. A four-year study by the Investor Responsibility
Research Center in Washington, D. C. reveal ed that 40% of disin-
vesting conpani es retai ned agreenents with South African entities
for the continuing supply of products, services, distribution

net wor ks and technol ogy. (24) These agreenents have effectively
protected the South African econony fromthe i mediate inmpact of

a cut-off of necessary inported products, services and technol ogy.
In sone cases selling their asssets has even enabl ed conpani es

to expand their nmarkets in South Africa. While computer firnms |like
I BM are prohibited by U S. sanctions from supplying the South
African governnment, the conpany’ s former South African subsidiary
(and sole South African distributor), ISM has recently become
partners with Reunert Computers. This subsidiary of Barl ow Rand

has sister subsidiaries, such as Reutech, with enjoy major mlitary
contracts fromthe South African government. The new structure
further increases the |likelihood that |BM products may find their
way into the hands of the reginme. At the conpany’ 5 annua
sharehol der neeting in 1988, chief executive officer John Akers
acknow edged, "W cannot guarantee our products in South Africa do
not end up where we do not want themto."

Q her disinvested conpanies, |ike General Mdtors and Ford,

adnmit that their forner subsidiaries (which still make GV and Ford
vehi cl es) supply their products to the apartheid police and
mlitary. Following GMs sale of its South African operations, the
new Managi ng Director of CGeneral Mtors South Africa (renamed Delta
Motors), Keith Butl er-Weel house, stated that the conpany had
lifted its ban on sales to the mlitary and police, originally set
in compliance with the U S. Anti-Apartheid Act. He stated that GV
had thereby secured a "vote of confidence" as well as "significant"
orders fromtwo or three nmjor governnment departments. He
predicted that Delta woul d do nore governnent business in 1987 than
GV did in the previous five years. (25)

In a neeting with Mchigan state officials a year ago, Ford
representatives estimated that 10% of Ford vehicles produced by the
conpany’ s former subsidiary, SAMCOR, were supplied to the South
African governnment, with one to two percent allocated for the
security forces. (26)

O her corporate disinvestnents have reveal ed the i nadequacy

of nost of the criteria further prohibiting these kinds of |icense
and franchi se agreenments. Wen Mbil Ol sold its South African
assets in June, 1989, for exanple, it did not retain agreenments to
supply its purchaser, Gencor with products or services in exchange
for ongoing royalties. Instead Mobil agreed that its one-tinme sale
price would include authorization to use the Mbil nane and
products in South Africa for an additional five years. Such
agreements are likely to keep conpanies |ike Mbil from excessive
public scrutiny, at least until disinvestnent criteria catch up
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wi th corporate manoeuvres. They al so protect those firms’ South
African markets and assure an uninterrupted supply of their
products to the apartheid econony.

Corporations |like Mnorco have drawn attention to other | oop-
holes in criteria prohibiting loans to South African entities.
When M norco attenpted its acquisition of Consolidated Col dfi el ds,
one of its syndicated | enders, Chem cal Bank, argued that M norco
(60% owned by Angl o American Corporation and De Beers Consol i dated
M nes Ltd.) was based in Luxenbourg. As such, stated bank
representatives, there was no reason M norco should not receive a
substanti al syndi cated | oan.

This |l oophole in current criteria is likely to become

increasingly i mportant as a grow ng nunber of South African
transnationals attenpt to protect and increase the return on their
capital by investing it abroad. The International Confederation

of Free Trade Uni ons has docunented the foreign subsidiaries of 89
Sout h African conpani es, excluding those acquired through disin--
vestnments by foreign corporations.(27) The list is liable to

| engt hen as South African conpani es seek to invest in higher growh
and | ower risk econonmies, and to circunvent sanctions.

Finally, nost provisions banning loans to South Africa failed

to anticipate that banks would convert their short-termdebt into
ten-year | oans by exercising the option offered under Section 12
of the 1987 interimrescheduling agreenent. Wen Ctibank reveal ed
at the end of 1988 that it had converted "virtually all" its South
African outstandings--to the tune of $670 nmillion--into such exit-
| oans, a nunber of anti-apartheid organizations found that such a
nove was the functional equivalent of calling in current debt and
providing a new, longer termloan to the apartheid state. It
appears now that $3.5 billion of South Africa' s estimted $11 bil -
l[ion in short-term debt under the rescheduling agreenent have been
converted into these exit |oans.(28) Some banks whi ch have con-
verted "a nodest amount" to date, |ike Manufacturers Hanover, have
acknow edged that they are open to additional such conversions.
These ki nds of corporate and bank strategi es highlight the

need for international and anti-apartheid organizations to anplify
criteria for severing econom c and financial links to South Africa.
As institutions and | ocal governnents broaden definions of ties
supporting apartheid, they should add the follow ng categories to
traditional definitions:

non-equity ties resulting fromlicense, franchise, nanagement,

di stribution or technol ogy agreenents;

non-equity ties assuring the use of a name or trademark or

ongoi ng supply of products or services resulting from

an agreenent of sale;

sal es and purchases by foreign conpani es which have never held

or have sold their South African assets, with or wthout
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formal agreenents;

| oans to, and joint ventures and partnerships with companies
financed (nmore than 10% by South African capital;

extensions of tinme to repay outstandi ng | oans, including

| engt hening maturities of prior loans to South African

entities.

2) Targeteg Sanctions: gQ@titute or Supplenent for Conprehen-
sive Sanctions?

Wil e sone anti-apartheid activists have questioned whet her

it is advisable to pursue both conprehensive and targetted
sanctions sinultaneously, there is growing recognition that the two
approaches can conpl ement each other in several significant ways.
First, when circumstances in South Africa (such as the 1990

debt rescheduling) provide significant tine-limted opportunities,
sanctions inpacting the sectors in question nmay becone an i nmedi ate
priority within the broader canpaign. Second, certain targetted
sanctions may strengthen nore general |egislation and increase
their inmpact on particular sectors such as the conmputer industry.
Third, they may also permt greater international collaboration on
particul ar canpai gns such as the oil enbargo. It is given, of
course, that while international canpaigns pursue the goal of
severing all ties to apartheid, political constraints and
possibilities in particular countries may argue for one strategy
or conbination of themat a given tinmne.

Sanctions are likely to magnify their inmpact by exacerbating

South Africa’s two nost troubling econom c probl ens: Repaying the
forei gn debt and nmmintaining a positive bal ance of paynments. The
new y-appoi nted governor of South Africa s Reserve Bank, and con-
tinuing chairman of the Debt standstill Co-ordinating Comittee,
Chris Stals, cited the country’s |ow |l evel of reserves and isol a-
tion fromforeign capital markets as major difficulties.(29) In
this context it is useful to exam ne the contribution and inter-
dependence of financial, trade, technology and commpdity sancti ons.
a) Financial gangtions

Fi nanci al sanctions are a | ogical conplenent to conprehensive
sanctions on trade and investnent. Their goal is to cut off the
flow of foreign capital and credits to South African entities, and
thereby deprive Pretoria of the funds and flexibility it needs to
conpensate for and conbat existing sanctions in order to naintain
white mnority rule. Leaders of South Africa’s religious organi-
zations, and nmass denocratic and |iberation novenents advocate
effective financial sanctions at this tinme. They hold this
strategy as key to forcing Pretoria to capitulate and create

condi tions necessary for genuine constitutional negotiations.
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As Pretoria prepares to renegotiate its rescheduling agreenent
prior to its expiration in June of 1990, the international comuni -
ty has a 1luni que opportunity to inplenent effective financia
sanctions agai nst South Africa. Coordinated international pressure
on Pretoria s creditors to exert maxi mum pressures at this tine
could effectively starve South Africa of badly needed foreign
capital. Even mnimal pressure could close nmajor financia

| oophol es in existing sanctions by prohibiting financia
transactions, trade credits and the extension of |oan maturities
to mddle- or long-term Pushed to the limt it could force South
Africa to choose between default and constitutional negotiations.
Under its current repaynent schedule South Africa will be

required to repay $1.7 billion of its frozen loans in 1989. An
additional $2.1 billion and $1.5 billion, not included under the
reschedul ing agreenent, will fall due respectively in 1990 and
1991. (30)

Pretoria’ s Director General of Finance recently stated that

South Africa lacks sufficient resources to neet all its obligations
"*unless there is a dramatic inprovenent in the econony, with for
exanpl e gold prices doubling.”"(31) Cearly, as Pretoria attenpts
to alleviate its debt burden, the comi ng nonths offer the anti-
apart heid novenent a unique opportunity for strategic pressure.
South Africa's creditors are well positioned to call in their

out st andi ng | oans under the existing agreenent. Though South
African assets in key creditor banks may be | ess than bank | oans
frozen under the noratorium and despite national prohibitions on
new | oans to South Africa by the Nordic and Cormonweal th countri es,
the United States, Japan and other governnents--the internationa
banks enjoy several kinds of |everage.

First, since South Africa is anxious to attract additiona

foreign capital, it is unlikely to default on its internationa

| oans, which would brand it as a bad credit risk in the eyes of
current and potential international |enders |ike banks in countries
i ke Engl and and Switzerland, which continue to lend actively to
Sout h Afri ca.

Second, since 60% of South Africa s gross domestic product is
trade-rel ated, Pretoria can ill afford to antagonize internationa
| enders, which provide ongoing trade financing. Such |oans,
primarily suppliers’ credits, are exenpt fromthe standstil
agreenment, and are being used for finance in sonme cases, as other
international lending instrunents are increasingly subject to
scrutiny and sanctions. (32)

Third, international banks provide a financial lifeline to

South Africa. Some, primarily the Swi ss banks, continue to supply
South Africa with gold swaps and gold | oans--which total a signi-
ficant proportion of those banks' reported South African exposure.
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A broad network of international banks facilitate the basic
operation of the South African financial systemthrough "routine"
transactions, such as correspondent banking relations facilitating
sight letters of credit, clean and docunentary coll ections and

i ncom ng/ outgoi ng transfers, upon which South Africa depends to do
busi ness with the rest of the world.

Since the US dollar is the currency of settlenment for the

i nternational foreign exchange system naking dollars the inter-
nmedi ary for transfers between South Africa and other countries,
U. S. banks have particular |everage should they choose to use it
by refusing to process transactions which begin or end in South
Africa. (33)

Chris Stals noted, "If the world banking community shoul d
effectively exclude South. Africa frominternational trade and
payment systens, it. would be a much nore effective sanctions
neasure than the trade sanctions applied by governments. It would
put us on a barter trade systemovernight. That is the muscle they
have on their side."(34)

Wth their substantial bargaining power, South Africa’s

creditor banks can pressure Pretoria for political change in the
fol | owi ng ways:

a Declaring policies of no new | oans, including gold | oans and
gold swaps, to South Africa until conditions are net for
negotiating a new constitution which will abolish apartheid

(in capital -l ending nati ons where such | oans are not already

pr ohi bi t ed);

a Halting credits for trade with South African entities and

their support by national governnents;

t Terminating routine financial transactions, including those
subsunmed under correspondent banking rel ations, which begin

or end in South Africa;

t Barring the extension of maturities of existing South

African debt;

t Denmandi ng maxi num i mredi ate repaynent of South African

out st andi ngs when they cone due in 1990.

The latter provision has received the support of religious
institutions in the England, France, the Federal Republic of
Germany, Switzerland and the United States--hone countries of the
banks on the Technical Committee, responsible for renegotiaing
South Africa’'s frozen debt. Beginning |ast year they |aunched a
coordi nated canpai gn urging South Africa's lead creditors not to
extend the rescheduling agreenment voluntarily. If obliged to
reschedul e involuntarily, the banks are urged to extend the
agreement for no nore than a year in 1990, and to accept repaynent
during that time of no less than 15% of the original principal of
the out standi ng | oans. (35)
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The U. S. religious conmunity has al so worked closely with the
congr essi onal House Banki ng Subconmttee on Internationa

Devel opnent, Finance, Trade and Monetary Policy to schedul e
hearings and draft |egislation pertaining to financial sanctions.
The foreign nministers of the Commonweal th countries have

pl aced broad financial sanctions at the top of their internationa
agenda, as outlined in their August, 1988 "Statenent on South
Africa’ 5 Relations with the International Financial System" At
their nmeeting in Canberra, Australia in August, the Commobnweal th
foreign mnisters further recommended that such sweepi ng nmeasures
i nclude official |obbying of international banks negotiating South
Africa’ 5 foreign debt by 1990, restrictions on lending to South
Africa, including new | oans and tougher terms for trade financing
(such as shrinking the maximumcredit termto 90 days). The

m nisters further recommended an official body he established to
noni tor the ban on nedium and long- termlending to South
Africa. (36)

In recent months a growing chorus of international voices has
called on South Africa’s creditors to refuse to renew their |oans
altogether until conditions are met for constitutional negotia-
tions. These include South African church | eaders such as
Ar chbi shop Desnond Tutu, Rev. Allan Boesak, Rev. Beyers Naude and
Rev. Frank Chi kane, |eaders of the country’s Mass Denobcratic Mve-
ment, the African National Congress, and international anti-
aparthei d organizations.

If international bank canpai gns and financial sanctions are
ef fective during the short tinme remaining before the 1990 expira-
tion, they will greatly increase the efficacy of existing sanctions
and could prove sufficent to force Pretoria to the negotiating
table with its opponents. If even noderate financial pressures
are brought to hear they will reduce South Africa’ s ability to buy
political support at hone and to postpone the inpact of other
international strategies to isolate the South African econony.
by r° " " eseb
"South Africa cannot survive without the internationa
conmunity. Qur econony is al nbst 60 percent trade-oriented, and
it is ludicrous to believe that South Africa has the option to tel
the world to go to hell,"” noted Terry Crawford-Browne, banking
advi sor to Archbi shop Desnond Tutu and Dr. Allan Boesak, as he
testified on August 1, 1989, before banking sub-conmttee hearings
of the U S. House of Representatives.
Such trade is supported by a variety of internationa
financial, l|egal and econom c mechani sms. As nentioned above,
trade credits--both those supplied by banks and those "on open
account" (supplied primarily by corporations)--enable South Africa
partially to conpensate for its evaporating pool of reserves while
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obt ai ni ng the goods and services needed to keep the economny
producti ve and conpetitive. Wiile long-termloans to South Africa
have declined in recent years, short-termtrade credits have risen
primarily issued by the Federal Republic of Gernmany and the United
Ki ngdom (37)
South African comrerce is further supported by a: conpl ex

network of |icense, managenent, distribution and technol ogy
agreements extended both by the majority of disinvesting

i nternational conpani es and by nany (such as the Japanese) which
may never have had South African operations.
These ties benefit both the conpanies and South Africa. Wile

i nternational businesses maintain their markets and royalties in
the land of apartheid, they reduce their vulnerability to
restrictive or punitive | aws at hone. Meanwhile, the South African
econony continues to enjoy the inmported patents, |icenses and
manuf acturing rights upon which it depends.

Di sinvesting U S. conputer conpanies are a case in point.
Wien IBM sold its South African operations in 1987, it retained
license and distribution agreements with its former subsidiary,

I nformati on Services Managenent Ltd. (1SM, of three and five years
duration. These agreenents are renewable, and |IBM s Chief Execu-
tive Oficer, John Akers, reported to sharehol ders |ast spring
"Qurs is an indefinite contract with ISM CQur intention is to
continue the way in which we do business (in South Africad."(38)
Thr ough these agreenents, |BM has retained roughly 20% of the
South African conmputer market--the | eadi ng market share. In 1988
al one the conmpany reported $100 mllion in sales to South
Africa. (39)
When Uni sys (forned by a merger of Burroughs and Sperry) sold

its South African holdings in 1988, the paynment schedul e was
conti ngent upon the ongoi ng provision of Unisys products and
services to its forner subsidiary (Mercedes Datacorp). According
to the ten-year agreenent Unisys was to be paid the purchase price
of the conpany in quarterly installnments over a five year period
so long as Unisys continued to supply the South African conpany.
A cut-off of goods and services would halt payments to Unisys. (40)
Conpani es |i ke Exxon have retained ties to South Africa wth-
out non-equity agreenents. Follow ng the conpany’ s disinvestnent
announcenent in 1986, it has continued to sell chem cal products
toits former subsidiaries without a |icense agreenent. In so
doing it managed to avoid listing in directories such as that of
the Investor Responsibility Research Center, whose criteria for
non-equity ties do not include ongoing sales wthout contracts.
O all inmports, with the exception of oil, South Africa’s
econony depends nost upon high technol ogy. Wile sone countries



prohi bit the provision of conputers and software to nucl ear or
mlitary collaboration or apartheid-enforcing agencies, their
supply to other entities is not sanctioned. As a result inported
hi gh technol ogy products continue to fortify the South African
econony. In 1989 al one, according to the nanagi ng director of
Technol ogy Systens International, South Africa’ 5 computer industry
is expected to expand by 20%

| mported high technology is not only necessary for the stag-

nati ng South African manufacturing sector to remain productive. It
is key for the long-term conpetitiveness of South African industry
in the international marketplace. As Pretoria is subjected to

i ncreasing pressure to accunul ate forei gn exchange necessary to
repay its international debts, it will depend on the technol ogica
efficiency of its industry as well as access to internationa
markets to circumvent sanctions and survive--both econom cally and
politically.

Hi gh technology is also critical to Pretoria’ 5 nmlitary
capability. As South Africa has sought to shore up its nmilitary
self- -sufficiency in the face of the international arns enbargo, it
has relied heavily on inported high technol ogy. Companies |ike

Uni sys and Control Data have hel ped build South Africa’ 5 mlitary-
i ndustrial conplex.

According to a 1986 article in the gonpute; Miil, "At the

heart of ADE's TAtlantis Diesel Engines Ltd.1 manufacturing
operation are two Burroughs A9F mai nframes controlling a network

of nmore than 300 video display terminals...In every sphere of ADE s
operations...there is conputerization.”

During the 1970's, Control Data is reported to have directly
supplied the South. African Atom c Energy Board and the South
African police. It also sold a large nmainframe conputer to the
Council for Scientific and Industrial Research (CSIR), which has
been involved in the devel opnment of mlitary and nucl ear weapons.
Control Data affirmed that it had enjoyed "a long and nutual ly
beneficial business relationship with CSIR "

Today, even as sone countries prohibit the direct supply of
conputers to the South African government and its agencies, they
fail to proscribe the supply of high technology to South African
enterprises which are mlitary suppliers. In IBMs case cause for
concern has been magnified since the company’s former South African
subsi diary was acquired by a subsidiary of Barl ow Rand, whose ot her
subsi diaries (such as Reutech) include major suppliers of the South
African mlitary. (41)

The danger of the drain of technology is exacerbated by the
out fl ow of know how, as highly trained technicians and prof essi on-
als | eave South Africa for greener pastures. The econony is "quite
sinmply bleeding to death," noted Dr. Ben Vosl oo, head of South
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Africa’'s Small Busi ness Devel opment Corporation. He cites "the
steady drain of skilled people with marketable skills, who are

| eavi ng because they see no light at the end of the tunnel."(42)
Deci sive prohibitions on trade with South Africa by a handfu

of governnents woul d have a substantial inpact. One study |ast My
reported that South Africa's five major trading partners (the U S
Japan, West Germany, Italy and the United Kingdon) together
purchase 65% of South Africa’ s exports and supply 52%of its
inmports. This included virtually all South Africa’s exported gold,
pl ati num and di anonds, whi ch provi de al nost one-third of the
country’s merchandi se trade. (43)

But to maxim ze the inpact of such sanctions, pressures need

to be brought to bear on all countries through which the South
Africans are attenpting to reroute their trade, such as Hong Kong
and Taiwan. They have substantially increased their exports to
partners such as Japan (by 44%, the FRG Italy, Spain, Turkey and
Tai wan Province. Between the 1983-85 period and 1987 al one, South
Africa’'s trade with Switzerland, Argentina, Turkey, Brazil and

Tai wan Provi nce nore than doubl ed. (44)

The effort to di scourage sanctions-dodging is strengthened by

nati onal |egislation which nmandates punitive trade nmeasures agai nst
countries whose conpanies fill the gap in trade with South Africa
as home conpanies cut their ties. The Delluns/Sinmon bill pending
before the U. S. House and Senate is a step in this direction

On August 8, in their neeting in Canberra, Australia, the
Conmonweal th foreign mnisters issued their 222-page Hanl on Report
which call ed for conprehensive bans on trade with South Africa.
Wi | e existing sanctions are estinmated to have reduced South
Africa's foreign trade by 7% the report estinates that politically
effective sanctions would need to reduce international inmports from
South Africa by 25% Such prohibitions, it affirned, are necessary
now to strengthen the inpact of financial sanctions, particularly
during the 1990-91 period when a najor portion of South Africa’'s
forei gn debt cones due. (45)

0) G|l sanctions

Sanctions which target particular commodities can conpl enent

conpr ehensi ve sanctions and ot her focused measures by affecting
specific strategic industries. Ol sanctions, for exanple, if
strictly defined, enforced and internationally coordi nated, have
the already denpbnstrated potential to raise the price of apartheid.
Since South Africa does not have its own conmercially viable

oi |l deposits, it depends on external sources of petroleumto neet
between 73 and 77% of its liquid fuel needs.(46) The internation-
al oil enmbargo has succeeded in raising the "apartheid prem unt on
the price of South Africa's petroleuminports. As Pretoria is
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forced to confine its oil inmports to top secrecy, collaborating
conpani es and countries have al so devel oped el aborate schenes to
conceal their navigational and paper trails to South Africa.
As a result the white mnority governnent has been forced to

pay a "pariah penalty" cal cul ated at $10 above the market price to
i mport each barrel of crude oil in 1980, and approxi mately $5 per
barrel in later years. (47) South Africa’ s forner president, P. W
Bot ha conpl ai ned that "between 1973 and 1984 South Africa had to
pay R22 billion nmore for oil than it would normally have spent.™
The Shi ppi ng Research Bureau estinmates that between January 1979
and August, 1987, South Africa spent at least $20 billion to
overcoone the direct and indirect effects of the oil enbargo. (48)
G| sanctions are strengthened by |egislative and people’ 5
sanctions whi ch encourage conmplete wi thdrawal. Since sonme of the
petrol eum conpani es, such as Royal Dutch/Shell, which have maj or
operations in South Africa, have al so been found to be anong the
conpani es supplying oil there(49)--disinvestnent and severi ng non-
equity ties reduce the incentives for such conpanies to supply
crude where they no longer profit from ongoi ng operations.
South Africa” 5 attenpts to increase its energy self- -suffi-
ciency have saddled its econony with tremendous additonal costs.
Pretoria continues to punp vast suns of public noney (equival ent
to billions of dollars) into projects like the SASOL oil- -fromcoal
conversion plants, designed to neet an estimted 25% of the
country’ 3 needs. Charging their custoners approximtely $75 per
barrel in 1983 (when the spot price for petrol eumwas $28 per
barrel) these projects, in the estinmation of international oi
experts, are unlikely ever to be profitable.(50) Projections for
South African gas-conversion at Mssel Bay are hardly nore
optimstic. Recent calculations peg the price of oil liquified
from Mossel Bay's natural gas at $63 per barrel. (51)
Were the enmbargo to succeed in cutting off all oil supplies,

i nternational experts estimate that South Africa could not survive
for nore than six or seven nonths.(52) But even the existing
partially observed enbargo has substantially raised the cost of
oil, and thereby heightened the inpact of South Africa’ s deterior-
ating bal ance of paynents and the burden of its frozen foreign
debt .
The oil enbargo can be tightened in a nunber of ways. These
neasures have been well docunented at the hearings of the United
Nations Inter-CGovernnental Group to Mnitor the Shipping and Supply
of G| and Petrol eum Products to South Africa and the U N. Specia
Conmi ttee Agai nst Apartheid, held in New York on April 12 and 13
1989. They include public canpaigns targeting specific oi
conpanies with strong South Africa ties, such as Shell, Chevron
Texaco, British Petrol eum and Total .
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Proposed international neasures include stricter nonitoring
of the embargo, extending the enbargo to refined petrol eum products
as well as crude, stronger provisions to cut off the transshi pment
of oil, and penalties such as those outlined in last year's U. S
"Petrol eum Anti - Apart heid Sanctions Act," by which foreign as well
as domestic oil conpanies are penalized for their South African
busi ness, and a conprehensive, nultilateral approach to the
enbar go.
d) led sanctions
Wil e gold sanctions are a | onger-term neasure than financia
sanctions, conprehensive sanctions and the oil enbargo--they woul d
nonet hel ess have a decisive inpact over tine and conpl enent the
ot her international strategies.
Gol d has |l ong stood as one of the pillars of the South African
econony, generating nearly 10% of the country’'s gross donestic
product and 43% of its forei gn exchange earnings. However, during
the last two decades South Africa s gold production has declined,
concedi ng market share to U.S., Canadian, and Australian producers.
VWereas South African mnes produced 70% of the gold nmined in non-
Conmuni st countries ten years ago, this year they supplied only
40%
To make matters worse for Pretoria, South African gold is now
anong the nost expensive to produce in the world. For some South
African m nes, such as Barlow Rand’'s East Rand Proprietary and
Gencor’s West Rand Consol i dated, production costs far exceed the
current market price, which has dropped 25% si nce January, 1988.
Tom Mai n, head of South Africa's Chanber of M nes, acknow edged

| ast May that nearly 20% of South Africa s gold production is
"uneconom c" at current prices. He attributed the industry’s
decline to the severe "shortage of capital" available for
reinvestnent in the mnes as a result of internationa
di sinvestnent from South Africa. (53)
The vulnerability of South African gold, a highly strategic
econom c |lever for the entire econony, suggests that halting inter-
nati onal purchases of South African gold could have a sizeable

i mpact on Pretoria. There are several difficulties. First, South
African gold is not currently identified on the international gold
markets in Zurich and London, making it difficult at present for
maj or buyers to boycott it. Second, since South Africa supplies
an estinated 40% of the world s gold, neasures to keep apartheid
gold off the market would raise the price of gold dramatically (and
produce windfall profits on gold snuggled out of South Africa)

unl ess such restrictions are conpl emented by the supply of
equi val ent anounts of the commodity from other sources.
The Worl d Gol d Conmi ssion has proposed a three pronged
strategy for gold sanctions:
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o Banning all inports of newy mned South African gold or
gol d shipped directly from South Africa, including products
(such as jewelry) which contain such gold (this approach
woul d necessitate separating out South African gold on the
Zurich and London markets);
0 Releasing gold fromnational reserves of countries inple-
menting sanctions on a nonthly basis, in amunts equival ent
to those which woul d otherw se be inported from South
Afri ca.
0 Financing and training students selected by the South
African Liberation Mwvenent to learn the skills of mining

and marketing gol d. (54)

Once i mpl enment ed, such gold sanctions would deliver a swft

bl ow to the apartheid economy. Further, they would neatly rein-
force conprehensive and financial sanctions by sharply eroding
South Africa’s bal ance of paynents and further reducing Pretoria’s-
ability to repay its foreign debt.

3) Responsible Disinvestnmgnt: How to Leave?
As international strategies press corporations to sever their
South African ties, disinvestment advocates continue to clarify
their concerns and goals. In so doing they have recomenended t he
preferred process by which conpani es shoul d withdraw.
As anti-apartheid activists have chal |l enged corporations to

pul | out of South Africa, they have been accused by conservative
(and pro-apartheid) forces of augnenting the suffering and reduc-
ing the power of South Africa’ s Black majority. The responses by
South Africa’'s Black religious |eaders (including spokespeople for
the SACC and SACBC), the country’s mmjor non-racial trade union
organi zations, the mass denocratic and |iberation novenents have
clearly supported conprehensive sanctions and corporate

di sinvestnent as international pressures necessary to speed the end
of apart hei d.
The Congress of South African Trade Uni ons (COSATU), the
country’s largest (nmore than one nillion-nenber) trade union
organi zation, further stipulated at its Second Congress in July,
1987, that selective and partially inplemented sanctions al one
woul d be not effective against apartheid. |Instead COSATU ar gued
for conprehensive and mandat ory sanctions, rather than what they
have cone to characterize as shamw t hdrawal s and cor porate
canoufl age. They argue that such deceptive arrangenents enabl e
conpani es to change their ownership but not their operations,
thereby insuring continuing a conginuing flow of revenue fromtheir
former subsidiaries, while buttressing the South African econony
and the privileged white mnority.
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COSATU specified that such conprehensive sanctions, sharpened

by financial and other pressures, with full participation by South
Africa' s organi zed working class, are the only international stra-
tegies likely to bring about a "non-violent, truly denocratic and
non-racial South Africa."
Thi s position was supported by COSATU s demand that conpani es
provide their unions with adequate advance notice of their pull-
outs sufficient to give workers the chance to negotiate w t hdrawa
terns before conpletion of the sale.(55) Some unions, like the
Chemical Workers Industrial Union (CWU), have put this principle
into practice by demanding that all their enployers agree to
negotiate the terms of their withdrawals with the CWU prior to
the sale of their South African assets. Mbil O’ s disinvestnent
| ast June represented the union’s first mgjor victory on this
issue, as the oil giant capitulated to donestic and internationa
pressures and negotiated nost of the terns of its withdrawal with
the CWU before disinvesting.

Rel i gi ous organi zations in the United States, coordinated by
the Interfaith Center on Corporate Responsibility, have supported
this approach in their sharehol der resolutions calling for the
conpl ete withdrawal of nore than 100 conpani es | ast year. This
year a simlar resolution addressed to corporations with South
African assets will call for conpanies to w thdraw responsibly by
severing all ties to South Africa, and "take these actions in con-
sultation with workers and unions and in a way in which the |arger
bl ack community will reap sone benefit."(56)
Thi s approach is well supported by the nenber-churches’ theo-

| ogi cal positions supporting principles of self-determnination and
soci al justice, which argue for the central role of exploited
peopl e in deciding the process and product of their own |iberation
These doctrines enphasize the role of the church in "opting for the
poor" and thereby supporting the efforts of oppressed people to
free thensel ves and determ ne their own destinies.
The religious groups have al so joined with other organiza-
tions, such as the American Committee on Africa, New York Labor
Conmi ttee Agai nst Apartheid and numerous other solidarity groups

i n | obbyi ng and denonstrating in front of Mbil headquarters in
support of the CWU s demands. The sane organi zati ons are | obbyi ng
for inclusion of a strong "workers’ rights provision" in New York
City's pending selective purchasing | aws which woul d require six
nonths notice to workers by conpani es | eaving South Afri ca.
Negotiation with workers prior to disinvestrment is a flexible
and unifying principle. It allows for each group of workers to
determ ne their own demands, according to their specific concerns
and the particular conditions of the conpanies, industries and
conmunities in question. At the sanme tinme, unions can work
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together, with international support, to wi n advance notice and
negotiation with disinvesting corporations. In a nunber of cases,
such as Mobil’s disinvestnent, unions have demanded that the with-
drawi ng conpani es | eave behind a trust controlled by its forner
enpl oyees, for the benefit of the workers’ comunities.
The call for "worker enpowerment" has been net with proposals
rangi ng fromthe Reagan adm nistration’s "constructive engagenment"”
to enmpl oyee stock ownership plans (ESOPs). Wiile the former have
proved politically bankrupt, the latter has been inplenented by a
nunber of South African corporations and supported by sone anti -
apartheid activists. On the surface such prograns can be argued
to transfer assets (and therefore econom c power) into the hands
of South Africa's Black majority.
Angl o- Areri can, one of the highest profile supporters of

ESOPs, has already initiated plans to make 8.5 nillion shares
available to its workers over a five year period.

ESOPs, however, have failed to win the broad support of the
majority of South Africa’ s non-racial trade union nmovenent. Oten
they are designed and inplenmented without so nuch as consultation
with the workers in question, and |limt the percentage owned by
enpl oyees to between five and ten percent of the total hol dings.
Further criticisnms stemfromstrict eligibility criteria and a
post ponenent of enpl oyee paynents until after conpanies repay

| enders who have financed the trusts. O her opponents note that

if the enterprise is not profitable, workers end up with m nima
returns. Finally, political critics argue that such schenes are
tantanount to worker cooptation, blurring distinctions between
profit-driven capitalists and.wage-dependent.workers and projecting
the appearance of "worker control" without any of the conditions
necessary to achieve it.(57)
These criticisns are all the nmore pronounced within the
context of the ANC s Freedom Charter, adopted unani nously by the
1987 COSATU Congress. The Charter stipul ates that
The national wealth of our country, the heritage of South
Africa, shall be restored to the people; The nineral wealth
beneath the soil, the banks and nonopoly industry shall be
transferred to the ownership of the people as a whol e;
Al'l other idustries and trade shall be controlled to assi st
the wel |l -being of the people.(58)
Wil e the ANC s subsequent devel opnent of the ideas in the
Freedom Charter, outlined in its recent Constitutional Cuidelines
for a Denocratic South Africa, clearly project a mxed econony, its
basic orientation remains toward social (rather than individual)
benefit from if not ownership of, South Africa’ s mmjor resources
and industries.
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South Africa’s non-racial trade union novement has further

chosen to pursue econom c enpowernent through its campaigns for a
living wage and unenpl oynment insurance for all South. African
workers. It has further enbarked on a fierce struggle to defend
its political power (and survival) in its fight against the
recently enacted Labor Relations Act. This | aw undernines the
basic principle of seniority, as well as labor’s rights to strike,
to protect recognition for majority unions, and to organi ze on a
non-raci al basis.

COSATU s dermands are a critical conponent of the interwoven
strategies to bring decisive pressure on Pretoria to dismantle
apartheid. By pronoting corporate responsibility in the process
of severing ties to South Africa, they strengthen the alliance
between the key internal and international forces inpacting on the
South African economy. In so doing they not only aimto protect
South Africa’s workers from becom ng hel pl ess victins of disin-
vest ment acconplished at their expense. They reinforce the power
and | eadership of the non-racial trade union novenent in the
struggle to end apartheid and to shape an econony to benefit the
maj ority of the popul ation.

goncl usi og

The international canpaign to denolish apartheni is at a

critical juncture. Limted econom c pressures have denonstrated
their ability slowy to sap the vitality of the apartheid state.
They have not yet succeeded, however, in delivering a sufficiently
stunning blow to bring the country’ s political econony to a halt
and force the white nminoritiy regine to negotiate the foundations
of a free society.

South Africa's najority |leaders do not want to inherit a
wast el and. | nconpl ete and uncoordi nated international measures
will only sentence the people of South Africa to a protracted
struggl e of escal ati ng bl oodshead and the inheritance of an

i rreparably eroded econony.
At this time the international community bears the responsi-
bility of refining and coordinating its strategies for naximm

i mredi ate inpact, if a non-racial, denocratic and united South
Africa is to be built soon and on solid ground.

The choice is ours.
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Recomendat i ons

In this context, the focus, coordination and inplenentation
of these economic strategies is nore essential than ever. The
United Nations Comm ssion on Transnational Corporations can nake
a key contribution to this effort in the foll owi ng ways:
I . Financial Sanctigns

A. Devel op a data-base to nonitor financial flows and
sanctions by

1. tracking financial flows in and out of South
Africa, and nmintaining updated |ists of South
African transnational corporations investing

abr oad,

2. nmonitoring and reporting regularly to nenmber
governments and NGO s on

a. international paynent systens and policies

b. activities of governnents, banks and cor-

porations relevant to inplenentation of

the financial enbargo

c. ways in which specific menber states are

becom ng havens for South African capital ,

3. facilitating the coordination of the financia
enbargo, particularly to strengthen transna-

tional bank and corporate canpaigns;

B. Recommend that the United Nations |aunch and encou-
rage nenber nations to join a conprehensive finan-
cial enmbargo of South Africa until apartheid ends:

1. The enbargo woul d extend existing policy by
barring all international support for South

Africa, including new |loans, gold | oans, gold

swaps, the renewal of existing |oans, the

extension of maturities of existing |oans,
tradecredits, correspondent banki ngrel ati ons,

and other "routine" financial transactions,

2. Conditions for lifting the enbargo should be
specified by the UN to include necessary pre-

condi tions for constitutional negotiations,

such as the lifting of South Africa s state

of energency, freeing all detainees and poli -

tical prisoners, unbanning all restricted

peopl e and organi zations, permtting the return

of political exiles, repealing all apartheid
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| aws and guaranteeing free political activity

for all,

Recomend t he UN persuade t he governnents of the
countries of Pretoria s mjor |enders (England, the
Federal Republic of Gernmany, France, Switzerland and
the United States) to pronmpote and hel p coordi nate
measures by which the Technical Conmittee will exert
maxi mum pressure on South Africa for politica
change during the 1990 debt negoti ati ons,
Recommend the UN assi st other nenber governnents
in passing and enforcing |egislation to inplement
the financial enbargo in their countries,
Recommend that the UN mandate its financia

agenci es, such as the International Mpnetary Fund,
the Wrld Bank and the International Bank for
Reconstructi on and Devel opnent, halt all loans to
South Africa until apartheid is abolished,
Reconmend that the UN instruct the pension fund of
its enployees to wite letters imediately to the
banks with which it does business, publicly urging
themto sever all ties to South Africa (including
declining to renew or convert the maturities of out-
standing | oans) until apartheid ends;

1. ra e and ch 10 anctions

A

Recommend the UN strengthen policies related to
conpr ehensi ve and mandat ory sanctions by urging an
end to both international investment in and non-
equity ties to South African entities

(such ties include the provision of products and
servi ces, managenent, distribution networks and
technology to, with or wi thout ongoi ng agreenents
with South African entities--and the purchase of
products orservices fromsuch entities),

Recommend t he UN assi st nmenber governments in
passi ng and enforcing conprehensive |legislation to
sever trade and technology ties to South Afri ca,

1. including effective strategies such as term -
nati ng doubl e taxati on agreenents with South
Africa, inplenenting conprehensive, mandatory
tsanctions, and corporate canpaigns,

2. promoting nultilateral mechanisms for states

to penalize transnational corporations and



25
transnati onal banks operating within their

borders which maintain such ties to South
Afri ca,

C. Continue to research the scope and details of
technol ogy transfers to South Africa--particul arly

in the strategic high technol ogy, mning and energy
sectors--and publish rel evant findings,

D. ldentify those countries and regi ons whi ch. underm ne
efforts by other nenbers to sever non-equity ties
to South Africa, such as Japan, Tai wan and Hong

Kong, and report findings to the internationa

conmuni ty;

[11. 91; Enmbargo

I V.
A. Support the recomrendations of the Intergovernnenta
Group to nonitor the inplenentation of the oi

enbar go,

B. Recommend that the UN broaden its definition of the
oi | embargo to proscribe both the supply of crude

ang refined oil products to South Africa,

C. Assist international researchers in gathering infor-
mati on about countries and conpani es whi ch underm ne
the oil enbargo, and report findings to the inter-

nati onal comunity,

D. Recormmend that the UN inmediately take effective
nmeasures to prevent future purchase of petrol eum
products from South Africa (such as the recent
purchases of oil from South African by UN aut ho-
rities in Nam bia);

gol g Sancti ogg
A. Monitor the purchase and flow of South African gold
on international markets, and gold |loans into South
Afri ca,

B. Assist Switzerland and Engl and i n devel opi ng
pol i ci es and nechani sns necessary to separate out
South African gold on the Zurich and London nmarkets,

C. Reconmend the UN encourage the major internationa

i mporters of South African gold to ban such pur-
chases further and replace themw th purchases of

gold from ot her sources,
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D. Recommend the UN adopt policies and coordinate
nultilateral strategi es necessary to encourage
governments with the largest gold reserves to

rel ease themgradually onto the international

market, in quantities equal to those of South

African gold excluded fromthat market;

Responsi bl e Wt hdrawa; Eolicy

Recommend that the UN adopt and encourage nenber states
to inplenent a policy encouraging transnational corpora-
tions to sever their ties to South Africa in a respon-
si bl e manner by negotiating withdrawal terms with the

af fected South African workers and their unions prior

to their inplementation;

Sel ective Purchasing and Contracting Pglicies for the UN
Assist the UN and its specialized agencies in strength-
eni ng and enforcing sel ective purchasing and contracting
gui del i nes which prohibit UN and rel ated agency business
wi th corporations and banks with direct or non-equity
links or proscribed financial ties to South Africa
(including, for exanple, Royal Dutch/Shell,|BM and

Uni on Bank of Switzerl and).
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