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Ri chard Leonard, author of South

Africa At War (Lawence Hill & Co., 1983)

has worked at the UN Centre on Transna-

tional Corporations and witten nunmerous ar-
ticles on southern Afn'ca. In April 1987, a ver-
sion of this paper was published by the Public
A jfairs Department of the Conmunications
Workers of America, who | CCR thanks for

use of this materi al

| BM has | ong had an inage of enlighten-

ed and efficient corporate nmanagenent, an

i mge tarnished by its business in South
Africa. IBM which clainms to oppose apar-

theid, has has been the | eading supplier of
conputers to the South African governnent

and maj or corporations in South Africa.

Faced with growi ng antiapartheid

pressure in the U S. and Europe and
deteriorating economc and political condi-
tions in South Africa, in March 1987 | BM

concl uded sale of its South African subsidiary
to Information Services Management, (Pty.)

Ltd. (I1SM, a new conpany |BM hel ped to
establish. By selling its assets to the successor
conpany, IBMIlowered its South African

profile but continues to supply a full range of
products and services in South Africa.

IBM the worldis |argest manufacturers

of conputers and information processing

equi prent, in 1985 had approxi mately

405, 000 enpl oyees worl dwi de, total sal es of

$50 billion and net income of $6.6 billion

A Rose By Any O her Name. .

IBMstill |eads the South African com

puter market, selling its products through

| SM whi ch hol ds an excl usive franchise to

mar ket and service | BM products in South
Africa. In full-page ads in South African
papers, Jack F. Cark, forner manager of

| BM South Africa and now nmanagi ng direc-

tor of ISM stated i There will be no change in
the supply of IBM products." According to
the Washi ngton Post, he called the new fran-
chise ua very lucrative deal for them and us.
An | BM deal er in South Africa

| BM Update: Still Computing Apartheid

by Richard Leonard

sai d,’ | Not hi ng has really changed except that
I BM no | onger has to account for its presence
in South Africa."

The new conpany is owned by a trust
established "for the benefit" of the

enpl oyees of its forner subsidiary and
financed by a loan fromIBM The enpl oyees
wi Il have profit sharing and an enpl oyee
owner shi p plan. Mst of the enpl oyees and

all top managenent are white. According to
the Wall Street Journal (Aug. 2A, 1987),

At I1BMs old subsidiary, which has on-

ly twenty-two bl ack managers, nonwhites
represent 23 percent of the enpl oyees but
will get just 13 percent of the equity.

The sale of its subsidiary includes a three-
year renewabl e contract for new products and
services and a five year renewable contract to
provi de spare parts and services. Business Day
of South Africa reported the operations were
sol d at an undi scl osed upreferential sale
price." The deal also gives |ISM continued ac-



cess to new I BMtechnol ogy, including inter-
nati onal engi neering systens support, inter-
nati onal term nal network, educationa
courses and access to | BM software and com
ponents at | ow prices.

I BM s 35-Year Partnership

Wth Apartheid

IBMs South African subsidiary was
established in 1952 installing its first conputer
in 1960. |BM has marketed and serviced a ful
range of conputers, peripheral equipnent,
sof tware and ot her information processing
and busi ness equi prent in South Africa...
Former | BM manager, now | SM Managi ng
Director O ark, says the subsidiary con-
tributed at least 0.5 percent of IBMs
wor | dwi de profits- about $24 million net in-
cone in 1986.

In 1986, 77 percent of IBMs South

African empl oyees and all of its top nanage-
ment were white. Black, Asian and col ored
enpl oyees were about 23 percent of the tota
1, 600 workforce. (South Africa s popul ation
is 85 percent black.) Insiders at the new com
pany told the Conputer Mi! of South Africa
that in 1986 staff cutbacks of 330 people (17
percent), reduced through voluntary separa-
tions, are yielding "incredible" profits in
1987 . The percentage of black, Asian and col -
ored workers renmi ned the same. Further
staff cuts are runored

Al t hough 1 BM has | ost sone ground to
conpetitors, it remains the conputer market

| eader in South Africa:

0 I'n 1986 I BM hel d al nost 20 percent of

the total South African conputer market with
estimated sal es of $207 mllion

0 There are nmore than 500 | BM main-

frame and mdsized conputers installed in
South Africa. About half the mainframe
conputers installed in South Africa are | BM
| BM compat i bl e mai nframes from ot her
conpani es depend on | BM operating system
software, magnifying its industry dom nance.
0 I'n 1985 I BM hel d about half of the
personal conputer nmarket, 25 percent of the
software narket and al nost 40 percent of the
market in automatic bank teller nachines.
IBM Plays a Strategic Role

In the past two decades the South

African governnment and econony have

beconme heavily dependent on conputers rely-
ing alnost entirely on inported conputer

equi prent. Even the |imted nunber of

| ocal | y-assenbl ed personal conputers use im
ported components.

| BM says that it opposes apartheid,

pl edgi ng not to ubid for business where we
have reason to believe our products would be
used to abridge hunman rights or for repressive
purposes."” But its record in South Africa
shows a pattern of support for the govem
ment and apart hei d.

In 1965 I BM unsuccessfully bid to supply
conputers for the passbook system the iden-
tity docunment formerly used to contro
Africans under apartheid. In the 19705 two

| BM mai nfrane conputers were supplied for
the Interior Departnent’s tl Book of Life"
identity docunents which register colored,
Asi an and white South Africans under apar-



t hei d.

Despite protests fromantiapartheid and

religious groups, in the early 19705 | BM sup-
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plied at |east four mainframe conputers to the
South African Defense Force. During this
period I BM al so supplied conmputers to the
Atomi ¢ Energy Board; the Departnent of
Prisons; the Council for Scientific and In-
dustrial Reswch (CSIR), which coordi nates
civilian and mlitary-related research projects
nati onwi de; and to the National Institute of
Tel econmmuni cati ons Research, a CSIR af -
filiate whose work includes projects for the
mlitary.

Public Sector Cients

O her IBMusers listed in the 1985 South
African Computer Users Handbook are the

I ndustrial Devel opment Corporation, a

gover nent agency which pronotes strategic,
often mlitary-related, industrial projects;
El ectricity Supply Conmi ssion (ESCOM,

whi ch operates South Africa’ s two nucl ear
power reactors and coal-tired generating

pl ants which are the countryis main power
source; South Africa Transport Services
(SATS), which operates the railroads, air-
ports, harbors and hi ghways; South African

Ai rways, a key link for international business
and tourism South African Broadcasting

Cor poration, a main propaganda vehicle for
apartheid which controls all television and
radi o broadcasting; seven white municipa
governments which enforce apartheid on the

[ ocal |evel.

Private Sector Cients

In the private sector, |IBM serves many of

the largest corporations in South Africa,
sonme of which al so supply products to the
mlitary and police. South Africa s two | argest
banks, First National Bank and Standard
Charter use | BM products, as do Caltex,

Mobi |, Shell and British Petroleumin the
strategic oil industry. IBMsold conputers to
CGeneral Motors, Toyota, Leyland and

Vol kswagen, in the notor vehicle industry

and Goodyear and Firestone in the tire and
rubber sector.

O her IBMusers are Barl ow Rand, one

of South Africa’s |argest conpani es whose
subsidiaries include key nmlitary contractors;
t he Johannesburg Stock Exchange; severa

gold m ning conpani es; and De Beers Con-
sol i dat ed Di anonds, whose mines in South
African-occupi ed Nami bia are the world’'s

| argest source of gem di anonds.

Can | BM (hserve Limted Enbargoes?

The 1986 United Nationls Wrld Con-

ference on Sanctions Agai nst South Africa

33

called for computers to be included in the
arns enbargo and barred conpletely from
export to South Africa. The UN conference
made this denmand because linited sanctions
are so difficult to enforce.

Nonet hel ess, the 1986 U.S. Conprehen-

sive Anti-Apartheid Act of 1986 provides a |ist
of police, mlitary and aparthei d-enforcing
agencies barred fromreceiving U S. com
puters. U S. Conmmerce Departnent inspec-
tions of conputers used in South Africa, have
been criticized by menbers of Congress
because only small nunbers have been

checked.

In 1985 the European Comunity, the



Conmonweal th countries and J apan al so an-
nounced policies to bar conputer exports to
the South African police and mlitary.

To conmply with U S. regul ations, cus-

tomers in South Africa nust certify that com
puters will not be transferred to prohibited
agencies, but there is little control over this.
Recent cements by a South African com

put er conpany executive in the South African
Conputer Mail illustrate the problemwith
1970s sancti ons:

It is interesting to note that despite the
1978 | egislation, a substantial amount of

U.S. conputer equipment is currently in-
stalled in South Africa in those very entities
whi ch were enbar goed

Though IBMinsists that it follows U S
regul ati ons, a conmpany spokesnman adnitted,
tilt would be misleading to suggest that any
manuf acturer can totally control howits
products are used. ii An IBM South Africa ex-
ecutive said, "Theoretically nothing at all’
woul d prevent a custoner fromreselling com
puters to restricted agencies.

Tracking the end use of conputers is
conplicated by South African governnent -
mandat ed secrecy whi ch bl ankets i nforma-

tion about conputers used by agenci es subject
to sanctions. At least five laws permt the
South African governnent to order private
conpani es to provi de goods and services and
to keep this secret. Enmbargoed agenci es al so
can gain access to computers through

ti mesharing arrangenents over tel ephone

l'i nes.

Anti apartheid Pressues G ow

Ni net een states, seventy cities, 116
universities as well as religious bodies, trade
uni ons and foundati ons have mandat ed

di vestment of some $20 billion in investnments
in corporations in South Africa. Thirty-five
cities have enacted ordi nances restricting pur-
chases or giving preference in purchasing to
conpani es dependi ng on their involvenent

with South Africa.

More than ei ghty corporations have sol d

their South African subsidiaries, but nost
conti nue business there through successor
conpanies like ISM In a statenent citing

I BM antiapartheid organizations called for
conti nued pressures on these compani es
chargi ng that they uhave not ended their I|inks
with apartheid."

| BM Protests Continue

| BM has been a focus of anti-apartheid
protests for fifteen years. In 1985 protests by
enpl oyees of Scientific Systems, Inc. of Cam
bri dge, Massachusetts halted the sale of 100
ruggedi zed (reinforced for industrial or
mlitary use) |BM personal conputers to an

| BM deal er in South Africa, found to be a
sharehol der in a South African mlitary con-
tractor.

The Bl ack Workers Alliance, founded in

1969 by black U. S. |BM enpl oyees, concern-

ed with discrimnation within the corpora-
tion, has frequently protested | BM s business
in South Africa. Four BWA | eaders were fired
in 1980 and the BWA | owered its profile but
BWAi s opposition to IBMs business in

Sout h Africa continues.



Over the years, |CCR nmenbers have F11-

ed el even sharehol der resolutions with | BM
and targetted the conpany for an intensive-
action canpaign as one of a dozen corporate
"Partners in Apartheid." In 1987 najor pen-
sion funds like the New York State Comon
Retirement Fund and the Teachers |nsurance
Annui ty Associ ation submitted antiapartheid
resolutions to | BM Opponents of apartheid
have sent over 150,000 postcards to IBMs
chairman calling for the conpany to

wi thdraw from South Africa. In com ng
nonths IBMw Il again be a target of antiapar-
theid protests including sharehol der resol u-
tions and direct action.

For information contact ICCR s South
Africa | ssue G oup, Rm 566, 475 R verside
Dr., New York, N'Y. 10115.

| BM

COVPUTES

APARTHEI D



