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INTRODUCTION 

Although economic sanctions against South Africa have been on the 
United Nations agenda for nearly 30 years, repeated vetoes by key 
members of the Security Council have blocked efforts to impose 
comprehensive, mandatory, international sanctions against South 
Africa. I/ In recent years, however, growing numbers of countries 
have imposed unilateral sanctions against South Africa, many of which 
have restricted the activities of transnational corporations in South 
Africa. / The combination of these sanctions, together with 
non-governmental anti-apartheid activities and internal conditions in 
South Africa, have created considerable pressure on transnational 
corporations to withdraw their operations from South Africa.  

The international campaign against corporate investment in South 
Africa recently entered a new phase when large numbers of 
transnational corporations began announcing the disinvestment of their 
direct South African investments. This study examines the 
disinvestment of transnational corporations from South Africa within 
the context of the international campaign for comprehensive sanctions 
against South Africa. In addition to documenting the actual corporate 
withdrawals, this report seeks to understand why transnational 
corporations are withdrawing from South Africa; to what extent these 
withdrawals portend real change in corporate investment policies 
toward South Africa; and the impact of disinvestment on South Africa.  
Because so many of the "withdrawals" allow for continued economic 
relations with the former subsidiary, one of the primary objectives of 
this study is to examine the significance of these ongoing non-equity 
relations.  

I. TRANSNATIONAL CORPORATIONS IN SOUTH AFRICA 

Foreign capital investment has played a critical role in the 
historical development of the South African economy. Transnational 
corporations add value far in excess of their actual monetary 
investment through the provision of technological expertise, 
sophisticated capital equipment, management skills and access to 
foreign capital and export markets. As has been documented in 
numerous studies of international investment in South Africa, 
transnational corporations dominate or have been crucial to the 
development of such key sectors of the South African economy as 
automotives, banking and finance, energy, chemicals, computers and 
electronics. 3/ 

Estimates of foreign investment in South Africa vary widely among 
sources due to differences in definitions and accounting systems and 
because of wide fluctuations in inflation and exchange rates.  
According to the South African Reserve Bank, the country's total 
foreign liabilities rose from R 25.5 billion ($34.2 billion) in 1980 
to R 83.5 billion ($32.6 billion) in 1985. At constant 1980 prices 
(i.e. adjusting for inflation), 1985 liabilities measured
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R 46.2 billion ($18.0 billion). When measured in local currency, 
foreign investments increased by 81 per cent between 1980 and 1985 in 
real terms but declined considerably when measured in United States 
dollars. Much of the decline in United States dollar terms was a 
result of rapid devaluation of the Rand during this period. After 
adjusting for both inflation and the exchange rate, total foreign 
investment in South Africa stood at $24.2 billion at the end of 
1985. 4/ 

While it is not easy to determine precisely the extent of South 
Africa's foreign liabilities, it is even more difficult to know how 
much this amount represents South Africa's total capital stock.  
Recent estimates of the extent of foreign penetration of South Africa 
capital stock range from 20 to 70 per cent of the total. 5/ Despite 
the wide range in estimates, it is clear that a substantial portion of 
the South African economy is owned by foreign interests.  

One measure of the extent of foreign investment in South Africa is 
the number of transnational corporations with operations in the 
country. Table 1, Transnational corporations in South Africa and 
Namibia, 1984, lists the 1,068 identifiable transnational corporations 
operating in South Africa in 1984. Although corporations from 19 
countries are shown, corporations from 3 countries (the United Kingdom 
of Great Britain and Northern Ireland, the United States of America 
and the Federal Republic of Germany) account for 912 or 85 per cent of 
the total identifiable transnational corporations operating in South 
Africa in 1984.  

It should be noted that, although these data provide a general 
understanding of the relative importance of different home countries 
as a source of corporate investment in South Africa, this information 
inevitably contains some distortion. The availability of information 
about individual companies is largely a function of both the presence 
of a popular anti-apartheid corporate campaign in any given country 
and the tradition of disclosure of corporate information. Therefore, 
data may understate or overstate the relative number of corporations 
from any particular country as a reflection of the availability of 
information rather than the actual presence of corporations.  

Also, because Japanese companies have been officially prohibited 
from investing directly in South Africa since 1965, their presence is 
not reflected among the direct investors listed. Japan has 
significant indirect economic investments in South Africa that are 
conducted through licensing and contract agreements and sales agencies 
that promote Japanese products in South Africa. As a result of these 
non-equity relations, Japan is now South Africa's largest trading 
partner. The importance of the two countries' economic ties are 
obscured by the trade-based nature of their relationship. Also 
missing from the corporate listings are corporations from Taiwan 
Province, which have a rapidly growing presence in South Africa.  

While precise numbers on the size of foreign investment may be 
difficult to obtain, it is nonetheless clear that a sizeable number of 
transnational corporations have interests in South Africa, and that 
foreign capital plays an important role in the South African economv.
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Furthermore, the vast majority of foreign investment originates in 
Western Europe and the Americas, with most of that coming from the 
United Kingdom, the Federal Republic of Germany and the United States.  

II. REASONS FOR DISINVESTMENT 

The withdrawal of corporations from South Africa coincides with a 
period of economic difficulty for South Africa. Throughout the 1980s, 
South Africa experienced a stagnating gross domestic product (GDP) and 
declining fixed private investment. GDP increased by less than 5 per 
cent between 1982 and 1987, while the population grew by 13 per cent.  
The economy has clearly not been expanding at the 5 per cent annual 
rate that South African economists agree is necessary to absorb new 
workers into the labor force. Since the country depends on foreign 
capital to attain that growth rate, the drop in foreign investment in 
South Africa is particularly troublesome. 6/ 

Although declining oil prices and increasing gold prices have 
largely supported South Africa's trade balance in recent years, the 
Government has introduced tighter fiscal and monetary policies to 
discourage imports and halt the erosion of the trade surplus. The 
inherent volatility of South Africa's gold based economy has increased 
in recent years as selective sanctions have begun to take their toll 
on South African exports. While rising imports normally portend a 
healthy growing economy, in South Africa's case they pose a problem 
because they are not being matched by growing exports.  

Although it has long been obvious to many observers of the South 
African situation, a nationwide poll of South African businessmen 
revealed that nearly 70 per cent of them consider domestic political 
policies a serious inhibition to economic growth. 7/ To foreign 
investors, the repeated states of emergency, legislative and media 
restrictions, mass detentions, bannings and political trials have 
created the perception and reality of South Africa as an undesirable 
investment site. The instability brought about by internal conditions 
is now being supported by external developments in trade and 
investment sanctions which, although not comprehensive, nonetheless 
have a significant effect on the economy.  

Much of the external pressure on South Africa has originated not 
so much from government mandated measures but from actions taken by 
the international non-governmental anti-apartheid community. Those 
actions have been particularly effective in creating pressure on 
transnational corporations. Barclays Bank attributed its decision to 
withdraw from South Africa to the pressure created by a widespread 
consumer boycott that had reduced Barclays' share of the British 
student market from 25 to 17 per cent. While most transnational 
corporations cite business reasons for their decision to pull out of 
South Africa, the origin of the problem is in fact political. The 
managing director of Barclays described the situation facing numerous 
corporate executives when he said that "the political pressure was 
translated into a commercial cost and was beginning to affect the 
United Kingdom bank's overall profitability". 8/ 

Another form of pressure came from institutional investors,
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including religious organizations, educational institutions, 
government pension and investment funds on the federal, state and 
local level, and private pension funds that sponsored corporate 
shareholder resolutions calling for withdrawal from South Africa. In 
the course of the 1987 annual corporate meetings in the United States, 
more that $150 billion of investment funds backed resolutions on South 
Africa. Support for these resolutions rose to an average of 12.25 per 
cent, up from 7 per cent in 1986. Also in 1987, United States 
institutions with a combined portfolio valued at $175 billion divested 
holdings in South Africa-related companies. 9/ 

Perhaps most effective in encouraging transnational corporations 
to withdraw from South Africa was the widespread passage of selective 
purchasing legislation. These laws prohibit or restrict the purchase 
by municipal and state bodies of goods produced by companies with
operations in South Africa. Companies such as Eastman Kodak, Salomon 
Brothers, Fluor Corporations and Motorola admittedly were influenced 
in their decisions to disinvestment of their South African holdings 
following the actual or potential loss of valuable domestic business 
due to selective purchasing laws. 9/ 

III. DISINVESTMENT FROM SOUTH AFRICA 

The move by transnational corporations out of South Africa began 
in 1984 when at least 10 United States corporations withdrew their 
operations from the country. As shown in table 2, Transnational 
corporate disinvestment from South Africa, the number of disinvesting 
corporations increased with each succeeding year and culminated in 
1987 with 119 identifiable withdrawals. From the beginning of 1984 
until July 1988, a total of 339 identifiable corporations from 15 
countries reduced or terminated their exposure to South Africa. As 
discussed in detail below, these withdrawals ranged in form from the 
closure of a sales or representative office to the sale of a 
subsidiary as an ongoing operation and to the complete shutdown of a 
fully operational subsidiary.  

Viewed from the perspective of nationality, it is clear that 
disinvestment (like investment) is concentrated among corporations 
from a few countries. Transnational corporations from the United 
States, the United Kingdom and the Federal Republic of Germany in 
aggregate account for 82 per cent of the withdrawals. This proportion 
closely approximates the ratio that corporations from these countries 
represented of transnational corporatioms in South Africa in 1984 (see 
table 1).  

However, when disaggregated, it is apparent that disinvestment is 
not taking place in equal proportion to each individual country's 
level of corporate investment. Transnational corporations from the 
United States accounted for 38 per cent of the foreign corporations 
operating in South Africa in 1984, but represented fully 50 per cent 
of withdrawals. By contrast, corporations from the United Kingdom and 
the Federal Republic of Germany constitutted 34 and 13 per cent of the 
1984 corporate presence but only 29 and 3 per cent, respectively, of 
the disinvestments. Thus, corporations from the United States are
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sharply reducing their relative presence in South Africa through 
disinvestment, while corporations from the Federal Republic of Germany 
are increasing their relative share of investments by participating in 
the disinvestment process to a far lesser extent than their United 
States counterparts.  

The prevalence of disinvestment among United States firms can be 
attributed to a number of factors, foremost among which is the 
strength of corporate campaigns in the United States. Anti-apartheid 
activists have very effectively targeted companies through shareholder 
resolutions, portfolio divestment policies, consumer boycotts and, 
most importantly, selective purchasing legislation. A number of 
companies have cited the latter strategy, which has an immediate and 
recognizable impact on a company's domestic sales, as the reason for 
their decision to pull out of South Africa. The United States also 
enjoys a much wider acceptability of the notion of corporate 
accountability and disclosure than do most other countries. United 
States corporations in South Africa may also act with greater 
independence than European firms that participate more frequently in 
joint ventures with local firms and therefore have a stronger South 
African identity.  

Significance of ongoing relations 

Until transnational corporations began to withdraw from South 
Africa in significant numbers, the internatioanl anti-apartheid 
movement was satisfied with a broad demand for disinvestment.  
However, as the disinvestment wave gathered strength, it became 
apparent that the effect of any withdrawal was, to a large extent, 
determined by the means by which a corporation chose to relinquish its 
South African holdings. Consequently, any analysis of the impact of 
disinvestment must focus on the method of withdrawal as much as the 
fact of withdrawal itself.  

Central to the debate over disinvestment is the extent and nature 
of the non-equity relations that a foreign corporation retains after 
it has sold its equity position in a South African subsidairy or 
affiliate. 10/ While it is clear that both the former affiliate and 
the South African economy benefit from ongoing relations with the 
erstwhile owner, the effect that ongoing relations has on the actual 
sales transaction is less well understood. A key element in the 
decision of whether or not to maintain non-equity ties to South Africa 
is the dual exchange rate imposed on foreign investors in South Africa.  

The South African Government periodically employs foreign exchange 
controls to counteract politically sensitive foreign capital flows.  
For example, in order to stem the outflows of foreign capital 
following the 1960 Sharpeville massacres, the Government blocked the 
repatriation of funds invested by non-residents in equity capital.  
Again, in 1976, the South African Government introduced a securities 
rand system whereby foreign investors purchased non-listed equities at 
the official exchange rate but repatriated any sales proceeds at a 
discounted securities rand rate. Because of the resulting decline of
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foreign investment in listed securities, the Government introduced a 
more flexible financial rand system that broadened the range of 
investments eligible to foreign investors. Once agan, this system was 
abolished when it became clear that the dual exchange rate had a 
negative effect on the inflow of new foreign investment capital.  

In 1985, the financial rand exchange system was reintroduced as 
the threat of the outflow of foreign funds overshadowed the 
opportunity loss of new investment capital. Non-residents are obliged 
to use the financial rand when buying or selling an asset in South 
Africa and when repatriating proceeds from the sale of disinvested 
equity holdings. Given the limited market in the financial rand, it 
generally trades at a considerable discount to the regular commercial 
exchange rate and is extremely sensitive to relatively small 
transactions.  

Unlike asset sales, other foreign exchange transactions such as 
foreign trade and tourism, as well as overseas payments of dividends, 
royalties and licensing fees, are conducted at the more favourable 
commercial rand rate. This differing values and applications of the 
two exchange rates has important implications for foreign investors 
contemplating withdrawal. l/ 

As a rule, businesses are more valuable when purchased as "going 
concerns" than at their asset value. The viability and hence, the 
value of an enterprise is more certain when it has guaranteed access 
to a former parent company's products, technology, management 
expertise and capital. Ongoing relations demonstrates a commitment on 
the part of the departing parent company to the well-being of the new 
company, which in turn reassures customers and helps preserve market 
share. All these factors contribute to a sales price which, even if 
exchanged at the financial rand rate, is higher than that of a 
subsidiary which is sold with no ongoing agreements.  

Ongoing relations have other advantages for both parties to the 
transaction. First, the parent company reaps the benefit of a 
continued revenue stream from South Africa that is exchanged at the 
more favourable commercial rand exchange rate. By shedding its equity 
holdings, the parent company circumvents domestic anti-apartheid 
legislation that is generally geared toward direct investments, but 
not indirect non-equity relations. 12/ This is most important for 
companies that risk losing domestic business because of selective 
purchasing legislation.  

Because non-equity agreements often include supply agreements, 
parent companies also benfit from having a guaranteed export market 
for raw materials, parts and finished goods. Furthermore, 
corporations that want to avoid an international reputation for 
unreliability see indirect ties as a way to silence anti-apartheid 
critics while continuing to service the needs of their South African 
customers. Indirect relations permit a transnational corporation to 
retain a stake in a market that has enormous commercial potential both 
domestically and as an important gateway to the rest of Africa.
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The South African subsidiary shares many of the same incentives as 
the parent company when it comes to arranging ongoing relations. The 
probability of retaining customer confidence and loyalty are greatly 
enhanced by arrangements that permit continued access to foreign 
technology and manufacturing techniques, patents, trademarks, parts 
and equipment. The new company is relieved of the uncertainty and 
risk of impending disinvestment and can concentrate on operational 
issues, knowing that the ties to its former parent company have not 
been severed.  

The South African Government also benefits when a foreign company 
sells its operations but retains non-equity ties. Given that the 
majority of purchasers of disinvesting companies are South African 
nationals, the South African Government sees increased domestic 
control over the internal economy which grants South Africa ever 
greater autonomy and freedom from the threat of effective 
international sanctions. The sale of operations brings in a one-time 
flow of foreign capital at an advantageous exchange rate and the 
enhanced certainty of the ongoing operations of the new firm assures 
the Government of continued tax revenues. While foreign corporate 
commitment is undeniably weakened by the loosening of the economic 
ties to South Africa in a move which may portend the eventual 
abandonment of South Africa, at least initially, disinvestment with 
ongoing relations has all the benefits of foreign involvement with few 
of the disadvantages.  

As shown in table 3, Establishment of ongoing relations by 
nationality, at least 118 of the 339 disinvesting corporations (35 per 
cent) have established some form of ongoing, non-equity tie to South 
Africa. This percentage nearly doubles to 65 per cent if one just 
measures the portion of ongoing relations among those corporations for 
which this information is available. On the basis of nationality, 
there appears to be a clear preference for non-equity relations among 
transnational corporations from all countries.  

IV. TYPES OF DISINVESTMENT 

Table 5, Type of withdrawal by nationality, presents the national 
disinvestment data according to the most commonly employed methods of 
withdrawal. The broadest distinction to be made in disinvestment 
types is between those withdrawals that terminate an existing 
operation, and those that allow for continuing operation of a facility 
under any number of different operations. A further distinction can 
be made within the latter category between those companies for which a 
sale merely reduces their holdings in South Africa and those that 
dispose of their entire operations.  

For the purposes of this study, withdrawals are broadly 
distinguished according to the categories in table 5: (a) total shut 
down of operations: sales and representative offices and subsidiaries; 
(b) reduction of direct investment: partial sales and dilution, and 
(c) sale of an ongoing operation to third party, local management and 
trust.
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A. Total shut down of operations 

The simplest, clearest form of disinvestment from South Africa is 
a total shut down of existing operations in South Africa. As shown in 
table 5, 32 transnational corporations have employed this method of 
withdrawal since 1984. 13/ Shutdowns account for 9 per cent of the 
total withdrawals identified and 15 per cent of those for which the 
method of withdrawal is known.  

However, a shut down of operations does not necessarily mean an 
end to future commitments to South Africa. As shown in table 4, 
Establishment of ongoing relations, by type of disinvestment, anywhere 
from one third to one half of the disinvested operations were known to 
have ongoing relations with the former parent company. If one limits 
the universe to just those firms about which information on ongoing 
relations is available, the existence of non-equity links becomes even 
more prevalent.  

Office closure 

Ten of the 32 shut downs consisted of the closure of sales or 
representative offices, which had little or no effect on the level of 
either local employment or foreign capital stock. The real impact of 
these closures is found in the severance or complicating of ongoing 
access to goods and services sold by these offices. Because these 
offices are not equity investments, technically they do not fall under 
the "disinvestment" rubric. They are a form of disinvestment however, 
in so far as they represent a desire on the part of an overseas parent 
corporation to terminate relations with South Africa for either public 
relations or business reasons. They are particularly notable because 
they illustrate the extent to which the international disinvestment 
campaign has affected all types of coporate engagement in South 
Africa. Included among the closures are representative offices of 
transnational banks such as the Dresdner Bank of the Federal Republic 
of Germany and the Chase Manhattan Bank of the United States.  

The significance of sales and representative offices is best 
illustrated by the case of Japanese companies operating in South 
Africa. Although prohibited by national law since 1965 from 
investing directly in South Africa, Japanese corporations nonetheless 
maintain an extensive network of indirect ties to South Africa. Many 
of the large Japanese corporations have representative or sales 
offices at Johannesburg and business is conducted through extensive 
licensing, franchising and distribution agreements. Although it is 
difficult to document individual shut downs of Japanese offices, one 
source cited the closure since 1986 of at least 10 Japanese sales 
agencies and representative offices in South Africa. 14/ Mitsui 0 S K 
Lines Ltd., a Japanese shipping company, closed its Johannesburg 
representative office in early 1988 but approximately 60 Japanese 
companies retain some form of indirect investment in South Africa. 15/
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Shut down of subsidiaries 

Another form of withdrawal that is more prevalent than 
representative office closures is the complete shut down of fully 
operational subsidiaries in South Africa. Table 5 shows that 22 
transnational corporations or 6 per cent of those documented, chose 
this form of withdrawal between 1984 and 1987. Of these, one each was 
from the United Kingdom and the Federal Republic of Germany and the 
balance were firms from the United States.  

Perhaps the most widely publicized shut down occurred in 1987 when 
the Eastman Kodak Company of the United States announced that it would 
sell off the assets of its two South African-based subsidiaries and 
prohibit the future sale of Kodak products in South Africa. Kodak had 
already stopped selling cameras and film on South African military 
posts as a precondition to winning a major sales contract with the 
City of New York. 16/ Kodak management cited as the rationale for 
its shut down the worsening economic conditions in South Africa and a 
lack of progress in dismantling apartheid, both of which constituted 
untenable business risks. Although the company had no manufacturing 
facilities in South Africa, the closure of its marketing and 
photo-finishing operations left 466 workers unemployed. The 
stringency of the company's withdrawal terms and the number of 
employees affected by the decision distinguish Eastman Kodak's 
decision from many of the other disinvestment employees.  

Ironically, Kodak re-established its direct presence in South 
Africa in 1988 with the acquisition of Sterling Drug Inc. A May 1988 
press release announced that Kodak planned to sell Sterling's South 
African subsidiary to Adcock-Ingram, a subsidiary of South Africa's 
Barlow Rand and that after August 1988 no Sterling unit anywhere in 
the world would supply products to South Africa. 17/ 

B. Reduction of direct investment 

Partial sale 

A number of companies have "disinvested" by selling some, but not 
all, of their South African subsidiaries in what is classified in 
table 5 as a "partial sale". Eighteen companies participated in this 
type of withdrawal, the majority of which were firms from the United 
Kingdom. Often these partial sales represent the early stages of 
what will eventually become a total disinvestment.  

In many instances, partial sales are the result of decisions made 
at headquarters regarding the strategic focus of the entire 
corporation and therefore are not motivated by the same conditions 
that led to other corporate disinvestments. For example, the sale by 
Eli Lilly and Company of the United States of its Elizabeth Arden 
subsidiary to Faberge Inc. (a subsidiary of Rapid-American Holding 
Corporation of the United States) reduced, but did not eliminate, the 
company's exposure in South Africa. Elizabeth Arden SA (Pty) Ltd. no 
longer belongs to Eli Lilly but the company still retains another 
subsidiary in South Africa.
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Assuming that the subsidiary continues in operation under the new 
ownership, these types of withdrawals create neither a political nor 
an economic pressure on South Africa. The selling company presumably 
realizes a financial gain from the sale but, given that the 
transaction occurs as a normal part of business, it is difficult to 
classify either the cause or the effect of these disinvestments with 
the many others that have transpired in the past few years.  

Dilution of holding 

One method of reducing exposure to South Africa without actually 
withdrawing capital is by retaining a constant size holding in a 
growing organization, thereby diluting one's original shareholding.  
Whether achieved through mergers with other companies, as in the case 
of the Prudential and Cookson Group of the United Kingdom, or through 
the issuance of additional stock rights as in the cases of Hill Samuel 
and Standard Chartered Bank of the United Kingdom, the net effect is 
the same. The company has "reduced" its holding without withdrawing 
any funds from South Africa. Other examples include reduction by Blue 
Circle Industries of the United Kingdom in its South African 
subsidiary from 55 to 42 per cent in 1986 and the 1984 dilution of the 
holdings of the Metal Box PLC of the United Kingdom from 51 to 25 per 
cent. As with partial sales, dilution often serves as a prelude to 
total disinvestment. This was the case with Hill Samuel (now TSB 
Group PLC), Standard Chartered PLC and Metal Box, each of which 
undertook a complete disinvestment from South Africa pursuant to 
reducing their stakes in their South African operations. L/ 

Because both partial sales and dilutions imply a reduction rather 
than termination of South African holdings, it follows that the 
existence of ongoing relations are an integral part of these 
withdrawals.  

C. Sale of an ongoing operation 

The sale of a subsidiary as an ongoing operation is the most 
important common type of disinvestment, accounting for nearly half of 
all the identifiable disinvestments and about three quarters of those 
for which the type of disinvestments is known (see table 5) Although 
these sales take many forms and often involve more than one type of 
arrangement, they can be broadly categorized as constituting either a 
sale to a third party buyer, to local management or to a specially 
created trust.  

Sale to a third party 

The simplest and, clearly, most preferred, method of withdrawing 
from South Africa is simply to sell one's operations to a third party 
buyer that, until the point of sale, has probably not been involved in 
the management of the company. This method accounted for 118 or 
35 per cent of the 339 disinvestments identified in table 5. After 
eliminating those transactions for which divestment type was unknown, 
that percentage increases to 55 per cent of all disinvestments since
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1984. Although, as with any other type of disinvestment, some of 
these sales are business decisions involving the sale of a world-wide 
division, most of the recent sales are the result of a decision 
specific to conditions in South Africa.  

Part of the controversy over disinvestment has centred on the 
issue of who ends up purchasing the assets of departing firms.  
Opponents of divestment in any one country have argued that the 
departure of one nation's corporations merely permits transnationals 
of other national origins to replace them, with no discernible impact 
on the system of apartheid.  

Based on data presented in a recent study on United States 
corporate withdrawals from South Africa, it is clear that the assets 
of disinvesting transnational corporations are not being bought by 
other non-resident firms, but are being purchased by South African 
nationals. Seventy per cent of the United States companies that were 
sold to a third party were sold to South African companies. If one 
includes those companies that were sold to local South African 
managers, that ratio increases to about 80 per cent of all sales. i0/ 
Thus, one of the results of disinvestment is a general decline in the 
significance of foreign investment in South Africa and much greater 
domestic control over capital as South African investors begin to 
displace foreigners.  

Assuming that theree is a choice of potential buyers of a 
subsidiary, one of the most important factors taken into account by a 
seller is the nature of the ongoing relations entailed in the sale.  
As discussed above, the availability of ongoing relations increases 
the sale price of the firm both because the inherent value of the 
operations are greater with enhanced economic viability offered by 
ongoing relations, and because ongoing relations promise continuing 
revenue streams that can be externalized at a favourable exchange rate.  

As shown on table 4, about half of all the known sales to third 
party buyers entailed ongoing relations. Among the universe of 
companies for which the existence of continuing relations is 
verifiable, about two thirds had arrangements for ongoing non-equity 
ties. Although this represents a very significant percentage of the 
third party sales, it is less common to find non-equity agreements 
among these sales than it is among disinvestments involving sales to 
local management. Some analysts maintain that, because the promise of 
continuing revenues from ongoing licensing and trademark agreements 
are less certain in the case of a third party purchaser than in a 
management buyout, the sales prices for these exchanges have tended to 
be higher to compensate the selling parent company both for the loss 
or uncertainty of future revenues, and for the relatively lower value 
of funds received from sale of asset compared to those received from 
royalty or licensing agreements. 19/ 

Sale to local management 

The second most common form of disinvestment entails selling to 
the local South African management of the firm in question. This form
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of sale has been employed in 36, or 11 per cent, of the disinvestment 
transactions identified in table 5 and has particular advantages to 
both the buyer and the seller.  

One of the main advantages to the sellng corporation is the 
greater probability of arranging ongoing relationship agreements with 
a management buyout than with an unrelated third-party buyer. As shown 
in table 4, two thirds of all management buyouts involve ongoing 
relations. If one disregards those management sales for which 
information on non-equity ties is not available, the ratio increases 
to nearly 80 per cent.  

Not only does the existence of continuing relations translate into 
revenue streams for the erstwhile parent company but, given the nature 
of the former relationship, a management buyout team is more likely to 
be dependent on the parent company for technology, patents and 
supplies than would be a large, third-party buyer. This dependency is 
attractive to the foreign parent company both because it offers better 
prospects of a long-term relationship with the new company and because 
it promises greater security for the patent and licensing information 
covered by these agreements. Some of the largest disinvestments, 
including General Electric, General Motors and International Business 
Machines of the United States and the Rover Group of the United 
Kingdom have involved sales to local management.  

Management buyouts often involve particularly attractive terms to 
the South African buyers. As noted above, not only can management 
often purchase assets at lower prices than those available to 
third-party buyers, but they can realize higher profits margins than 
the transnational parent company by eliminating social programmes that 
are no longer necessitated by international public relations 
requirements.  

Sale to a trust 

A disproportionate amount of publicity has been granted to the few 
disinvesting companies that have chosen to establish trusts to receive 
the assets of the South African subsidiary. In a trust arrangement, 
the departing company transfers its assets to the specially created 
trust which pays for those assets out of future company earnings. The 
often complicated and confidential nature of trusts makes this type of 
arrangement particularly attractive to the South African situation.  
Although the specific terms differ among trusts, all trusts entail a 
considerable amount of control by the founding parent over the 
organization and control of the trust, as well as the price at which 
the trust purchases the assets.  

Trusts have a number of other advantages over other forms of 
disinvestment, particularly for those corporations that seek to keep 
open the option of re-entering the South African market. They ensure 
an ongoing relationship with the parent company which receives payment 
for the assets at the favourable, commercial rand rate of exchange.  
So-called "offshore trusts," which account for most of the South 
African-related trusts, are incorporated outside South Africa, thereby 
enabl4ing United States Parent corporations to circumvent the
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Comprehensive Anti-Apartheid Act's prohibition on new investments in 
South Africa. If established in a tax haven, trusts also operate free 
of taxes.  

Because the parent company controls the terms of the trust, this 
form of withdrawal is conducive to the incorporation of buyback 
arrangements. Fluor Corporation is one United States company that 
sold its South African engineering and constructions subsidiaries to a 
European trust, in an agreement that included a buyback option. A 
company spokesperson said that "When things chage there, we'd look 
forward to going back in". 20/ 

Trust arrangements initially received considerable international 
attention and positive publicity because so many of them include some 
form of employee ownership or payment of profits to employees or to 
charitable South African organizations. More recently, however, 
trusts have come under criticism because information about their 
structure remains very vague and under the control of the parent 
company; the payment of employee benefits or charitable profits are 
contingent on the long-term profitability of the corporation since 
they only go into effect after the parent company is repaid in full; 
and it is highly questionable whether workers benefit from alleged 
increased control or ownership of the trust.  

United States-based transnational corporations that have utilized 
trust arrangements include Exxon, International Business Machines, 
Johnson Controls and the Ford Motor Company. The Swedish engineering 
group, Alfa Laval, announced that it was transferring ownership of its 
South African subsidiary to a trust located outside South Africa. The 
subsidiary's staff are designated beneficiaries of the trust. 21/ 

The Ford Motor Company is the only known transnational corporation 
to sell its South African holdings to an "onshore", South 
African-based trust. At the time of the disinvestment, Ford, through 
its 92 per cent holding of the Ford Motor Company of Canada Ltd., held 
42 per cent of its South African Motor Corporation (SAMCOR) subsidiary 
with the balance being held by an Anglo-American Corporation 
subsidiary. The sale was unusual in a number of respects, not least 
of which being that the company negotiated the terms of its withdrawal 
with its workers represented by the National Union of Metalworkers 
(NUMSA). In 1987, Ford announced its decision to donate 24 per cent 
of its 42 per cent stake in SAMCOR to an employee trust, with the 
remainder going to Anglo-American. This division of shares left 
Anglo-American firmly in control of the 75 per cent ownership required 
to change the company's charter.  

The trust will be controlled by five hourly and two salaried 
SAMCOR employees, who are elected in proportion to the company's ratio 
of hourly and salaried employees. SAMCOR employees are shareholders 
of the trust but the trustees select the community development 
projects to which the company's dividends will be paid. Presumably, 
as minority board members, employees will lack control over the 
dividend payout policy that determines the amount available to the 
projects. Of the 16 SAMCOR Board members, Ford will retain 2 and the
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trustees will elect 2 of their hourly members and 1 salaried trustee 
to serve as the trust's representatives.  

The terms of the sale include agreements for the continued 
provision by Ford of trademark technical and management assistance, as 
well as supply of components, without which Anglo-American claimed it 
would be unable to run the company. The agreement also called for the 
payment of $61 million that the company allegedly needs to pay off 
SAMCOR's debt and enable the company to re-tool and remain 
competitive. Ford required and received United States Treasury 
Department approval of its payment which interdicts federal sanctions 
legislation restricting new investments in South Africa. The sales 
agreement does not prohibit sales of SAMCOR products to the South 
African police and military. Ford will circumvent United States 
sanction legislation that prohibits United States sourced good from 
being sold to the apartheid enforcement agencies by supplying 
components from Ford subsidiaries in the Federal Republic of Germany 
and Japan. 22/ Early in 1988, SAMCOR workers went on strike over the 
terms of the company's share deal. 23/ 

Trusts are often established in conjunction with management buyout 
arrangements. For example, Cigna Corporation, a United States 
insurance company, chose to sell its subsidiaries to its employees and 
established a trust for the benefit of its non-management employees.  
The arrangement allegedly involves ownership by all of the company's 
97 former employees. Although the company is not retaining any 
non-equity ties to South Africa, the terms of the trust give Cigna an 
option to buy back the company. 24/ 

General Motors (United States) (GM) also combined disinvestment in 
a management buyout and an employee trust when it decided to leave 
South Africa. The company attributed its decision to leave South 
Africa to sustained financial losses and a "disappointing pace of 
change in ending apartheid". 25/ 

Although GM has refused to release details of the sale since it 
was transacted in late 1986, it is known that approximately half of 
the operation was sold to local management under the direction of an 
American former executive of GM. The trust holds the remaining shares 
in the new company but details regarding its control, purpose, 
benefits or beneficiaries are unavailable. As of April 1988, the 
company had not discussed the trust with employees nor distributed any 
funds from the trust. 26/ 

As part of the sales agreement, GM reportedly agreed to terminate 
significant amounts of debt owed to the parent company and to assist 
financially in the re-tooling effort needed to restore the new company 
to profitability. GM will not comment on reports that the sales 
agreement grants GM a buyback option, although Delta's managing 
director claims that, in the long term, South Africa is "a market GM 
doesn't want to be excluded from". 27/ GM has also entered into 
licensing and supply agreements with the Delta Motor Corporation.



- 17 -

V. RESPONSE TO DISINVESTMENT 

A. South African Businesses 

Within South Africa, response to disinvestment has been mixed.  
Among those who participated in purchasing the assets of departing 
corporations, the reaction is predictably favourable. Upon announcing 
the sale of Barclays Bank, Managing Director Chris Ball said that 
"after 148 years of active involvement in the social and economic 
development of this country, we are delighted to have the opportunity 
to establish our own strong South African person". Ball's optimism 
was tempered by Gavin Relly, Chairman of Anglo-American, who said that 
the moves toward disinvestment did not bode well for South Africa and 
warned that there would be hard times ahead for the country. 28/ 

Ironically, Relly's pessimism was perhaps best realized by Ball 
who was later investigated by the South African Government for 
allegedly financing a newspaper of the African National Congress of 
South Africa (ANC). Early in 1988, Anthony Bloom gave up his position 
as chairman of Premier Group Holdings and emigrated from South 
Africa. Bloom was one of the first South African businessmen to meet 
with ANC and had repeatedly called on the South African Government to 
scrap apartheid and begin the transition to a new society. His 
departure, although not directly tied to disinvestment, clearly 
expressed a growing sentiment among South Africa's liberal business 
members about the future of the country.  

B. South African trade unions 

Among the South African constituencies most affected by 
disinvestment are the trade unions that often represent the workers at 
disinvesting firms. Although generally supportive of international 
sanctions, response to methods and terms of actual withdrawals has 
been varied and is still in the process of being clarified. At its 
annual congress held in July 1987, the Congress of South African Trade 
Unions (COSATU) adopted a position of support of comprehensive and 
mandatory economic and diplomatic sanctions against South Africa, 
including an end to the inflow of loans and credit, illegal arms 
shipments and skilled foreign workers, and the outflow of South 
African business and tourist travel, emigration and airlines.  

On the question of disinvestment, COSATU is concerned about the 
impact on workers of corporate withdrawals. The union notes that 
"disinvestment as is currently being carried out by multinational 
companies amounts to nothing more than corporate camouflage which 
often allows these conpanies to increase their support for the South 
African regime". Its position on disinvestment is that foreign 
companies should give COSATU adequate notice of their intention to 
pull out of South Africa so that bona fide negotiations can take 
place. 29/ 

The concerns of COSATU are largely founded on the experience of 
the National Automobile and Allied Workers' Union (NAAWU) when General
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Motors decided to pull out of the country. Union members, concerned 
about their job security in a company that no longer had to operate 
under the scrutiny of an international audience, struck and occupied 
the plant. Out of that strike came a set of guidelines drafted by 
NAAWU, the Metal and Allied Workers' Union and the Motor Industry 
Combined Workers' Union, which stressed disclosure of disinvestment 
intentions and certain minimum conditions for pullouts. 30/ 

At least one COSATU affiliate union, the Chemical Workers 
Industrial Union (CWIU), drafted a more specific resolution that 
called for disinvesting companies to guarantee severance pay, 
continued wages in the event of job loss and lump-sum pension 
contributions, as well as the establishment of union controlled trust 
that would receive proceeds from the inital sale of any ongoing, 
non-equity arrangements. CWIU also demanded that disinvesting 
companies make continued union recognition, employment levels and 
benefits a condition for sale. The demands of CWIU are designed to 
deter what the union perceives as disinvestments that are "good for 
profits at workers' expense", contrary to the intention of the 
international sanctions movement. 31/ 

The complexities facing unions in disinvesting firms are 
illustrated by the case of the Ford Motor Company. When the company 
decided to sell its stake in SAMCOR, NUMSA requested a 30 per cent 
stake in the company. The majority shareholder, Anglo-American (with 
Ford's support) insisted on the 75 per cent holding required to ensure 
its absolute control over any changes in the company's charter. Also, 
Ford originally offered to donate shares to a direct employee benefit 
trust but NUMSA rejected the offer as creating a conflict between the 
union's role as workers and shareholders; and because such a process 
might conflict with the COSATU stipulaton that disinvestment must be 
undertaken in such a way as to benefit the entire community. When 
faced with several hypothetical options on handling the Ford 
disinvestment, NUMSA workers rejected both total withdrawal and a 
trust to benefit individual workers, voting instead for a trust to 
benefit the community. In April 1988, however, the SAMCOR Pretoria 
plant was struck by workers who were opposed to the trust arrangement 
and wanted to cash in the shares donated to the trust. The dispute is 
still under negotiation with Ford.  

COSATU has been particularly critical of efforts by organizations 
like Black Equity Participation (BEP) to increase black ownership of 
business in South Africa. BEP was formed in late 1986 by a group of 
black business and civic leaders who claim as one of their objectives 
the acquision of assets of disinvesting foreign companies. The shares 
of BEP are owned by a charitable trust, enabling the organization's 
founders to solicit funds from foreign charitable agencies. COSATU 
condemned the project as doing nothing to solve the problems of the 
majority of South Africans but allowing a few individuals to make 
capital out of the struggle to end apartheid. 32/ 

In October 1987, the National Council of Trade Unions (NACTU) 
adopted a position that supported sanctions and stated that, under the
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present apartheid system, the continued presence of foreign investment 
in South Africa was not in the interest of the working class.  

C. South African churches 

In 1985, the South African Council of Churches (SACC) stated its 
support for "disinvestment and similar economic pressure... as a 
peaceful and effective means of putting pressure on the South African 
Government to bring about those fundamental changes this country 
needs". In May 1987, SACC adopted the Lusaka Statement that called 
upon "banks, corporations and trading institutions to withdraw from 
doing business with South Africa and Namibia" and asked "the 
international community not to engage in newly devised deceptive forms 
of disinvestment which maintain the status quo, but instead to apply 
immediate and comprehensive sanctions to South Africa and Namibia".  

The South African Bishop's Conference has not specifically 
addressed the disinvestment question and has balanced its support for 
internationally imposed economic sanctions against its concern for the 
human suffering necessarily engendered by such pressure.  

D. Liberation movements 

ANC has long advocated international sanctions against South 
Africa as a necesary complement to the armed struggle for liberation 
from apartheid. Oliver Tambo, the president of ANC, articulated the 
ANC position on recent corporate disinvestments in May 1987 when he 
said: 

"Essential to the support we are seeking is not 
only a stoppage of the flow of funds into the 
apartheid economy, but an effective withdrawal of 
funds from that economy. Secondly, we insist that 
the flow of technology into the apartheid economy 
be arrested and frozen. Whilst some of the 
pullouts are clearly genuine, most are highly 
problematic and it is understandable that we should 
look at these with a high degree of suspicion". 33/ 

Tambo was particularly critical of transnational banks that 
defused economic pressure by re-scheduling short term debt, and of 
transnational corporations that facilitated their "disinvestment" by 
transferring significant sums of new capital to the purchasing company.  

E. Transnational corporations 

Opponents of disinvestment have often argued that witxadrawal is a 
futile effort because any departing firms will simply be replaced by 
corporations from other countries. Although, as noted earlier, the 
vast majority of disinvested assets have been purchased by South 
African investors, corporations from at least one country that has 
taken advantage of the international avoidance of South Africa to
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increase its presence in the country. By the end of 1987, 
approximately 80 Taiwanese factories had already been established in 
South Africa and another 20 were under construction. An estimated 
40,000 South Africans are employed in Taiwanese factories, most of 
which are located in the Bantustans. Taiwanese firms are attracted to 
South Africa as cheap labor becomes more difficult to find in the 
prospering Asian countries. 34/ 

Taiwan established diplomatic relations with South Africa in 1976, 
about five years after it was expelled from the United Nations. Trade 
between the two countries has been on the increase, with a 54 per cent 
increase in 1986 trade expected to exceed $800 million by 1987. The 
growth in trade and investment has been facilitated by the lifting of 
Taiwanese foreign exchange restrictions on overseas investments and 
the signing of reciprocal preferential tax agreements between South 
Africa and Taiwan. 35/ 

Corporations in countries that have active anti-apartheid 
movements have begun to respond to new tactics developed by activists 
that challenge the newly created non-equity ties. Several United 
States firms have challenged attempts by shareholders to extend their 
shareholder resolutions to cover non-equity investments in South 
Africa. The United States Securities and Exchange Commission (SEC) 
allowed the Firestone Corporation to omit from its proxy a shareholder 
resolution that asked the company to terminate its non-equity 
agreements with South Africa. The Commission agreed with the company 
that the resolution would force Firestone to violate existing 
contracts. SEC also eliminated a shareholder resolution asking the 
Fluor Corporation not to continue selling to Sasol, South Africa's 
coal gasification project, on the grounds that the company had 
withdrawn its direct investments from South Africa. 36/ In London, 
efforts by the Lewisham Borough Council to "adopt a policy of 
boycotting all Shell products subject to alternative products being 
available on reasonable terms" was ruled unlawful by the High 
Court. 37/ 

A new chapter of corporate stategy is currently being written 
under the heading "Planning for Post-Apartheid South Africa". While 
South Africa's Anglo-American Corporation has long been involved in 
"post-apartheid planning", some transnational corporations are also 
active proponents of the viewpoint that their efforts can best be 
spent planning for what comes after the end of the apartheid system 
than in working to bring about the end itself. Royal Dutch/Shell's 
United States subsidiary hired the consulting firm Pagan International 
to develop a plan for evading anti-apartheid boycotts against the 
company. The resultant 264 page report speculated that "to engage the 
ecumenical institutions, churches and critical spokespersons in 
post-apartheid planning should deflect their attention away from the 
boycott and disinvestment efforts and direct their vision and energy 
into productive channels". 38/ Although not fully implemented by 
Shell, the Pagan plan is illustrative of a corporate strategy that 
seeks to employ a strategy of increased engagement to circumvent 
meaningful economic disengagement from South Africa. In an address to 
United States church leaders in November 1987, Frank Chikane, general
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secretary of the South African Council of Churches said that "Before 
anyone talks to me about post-apartheid South Africa, I must first be 
satisfied that he is doing all that he can to end apartheid". 39/ 

F. Churches 

Following the February 1988 detention and banning of numerous 
South African individuals and 17 organizations, 26 Roman Catholic and 
Protestant church leaders wrote to the chief executive officer of 135 
United States corporations that have direct and indirect relations 
with South Africa. The letter referred to the fact that United States 
companies in South Africa paid 50 times as much in taxes to the South 
African Government as they did on all philanthropic donations under 
the Sullivan Principles. In addition to asking the companies to 
publicly protest the banning actions of the South African Government, 
the church leaders urged them to "help bring about the total 
international isolation of apartheid by severing all equity and 
non-equity ties to the South African economy." 40/ 

G. Anti-Apartheid Organizations 

Following the withdrawals of several of the largest United States 
companies from South Africa, five U.S. anti-apartheid organizations 
issued a set of guidelines for disinvestment to help investors and 
consumers evaluate the disinvestment. The organization defined a 
company or bank as "doing business" in South Africa or Namibia if it 
had equity investments or non-equity agreements in those countries, 
did not prohibit new or renewed financial agreements with any South 
African or Namibian entity, or was more than 5 per cent owned by a 
South African entity. The organizations recommended that those 
investors who had either already committed themselves or were 
considering divestment should adopt the guidelines as their policy. 41/ 

VI. NON-EQUITY INVESTMENTS: THE JAPANESE MODEL 

While disinvestment from South Africa is a relatively recent 
phenomenon among Western corporations, it is not a new concept to 
Japanese investors. Since 1965, when the Japanese Government banned 
direct investment in South Africa, Japanese economic interests have 
been represented in South Africa through extensive licensing, 
franchise, technical assistance and management agreements with South 
Africa companies. About 60 Japanese companies have been identified as 
having sales and representative offices in South Africa as well as 
indirect ties such as licensing and distribution agreements. Given 
the difficulty in obtaining information on indirect relations, this 
number is very likely an underestimate. 42/ 

In 1975, South African importers of Japanese goods were denied the 
use of credit to finance their trade. A decade later, Japan joined 
other industrialized nations in banning the import of Krugerrands and 
the sale of computers to the South African police and military. In 
1987, Japan extended its import ban to South African iron and steel 
products and it has curbed cultural, tourist and some forms of 
business travel between the two countries. 43/



- 22 -

Thus, while it may superficially appear as though Japan has been 
at the forefront of the international sanctions campaign, on closer 
examination, it becomes apparent that economic relations between the 
two countries are flourishing. Instead of producing their own cars in 
South Africa, for example, Japanese auto companies such as Toyota, 
Mazda and Nissan franchise their production to South African 
manufacturers who use Japanese-supplied parts and manufacturing 
technology to build vehicles. Japanese auto makers now control 60 per 
cent of the South African car and truck market. In addition to the 
auto industry, Japanese companies are concentrated in those areas 
where overseas investors make their most important contribution such 
as computers, chemicals and electronics. 44/ 

Japanese interests also dominate the international market for 
trade with South Africa. In 1987, Japan surpassed the United States 
to become South Africa's largest trade partner. The parts and 
finished goods provided to South Africa are sold through 
Japanese-owned companies, often to the franchisees that enable Japan 
to operate indirectly in the country. Automobiles account for 40 per 
cent of Japan's exports to South Africa.  

Japan ceased imports of South African iron and steel. It 
continues to be a major importer of South African gold and coal, 
although most of the former product is imported indirectly via the 
United States and Europe. Japan accounted for 20 per cent of South 
Africa's coal exports in 1986. 45/ 

Japan must increasingly balance its interest in trading with South 
Africa against trading with the United States. Although Japan claims 
a vital need for South Africa's strategic commodities, it is also 
aware of the United States Comprehensive Anti-Apartheid Act, which 
authorizes retaliatory trade measures against any country that takes 
commercial advantage of sanctions affecting United States nationals.  
The Minister of International Trade and Industry requested that 
Japanese trading companies curtail their trade with South Africa in 
the interests of Japan's international image and relations. 46/ 

Shortly thereafter, several Japanese electronics manufacturers, 
including Pioneer, NEC and Fujitsu announced the termination of sales 
to South Africa. 47/ In early 1988 the Mitsubishi Corporation dropped 
out of a tendering for a major South African steel mill project in a 
move that was also interpreted as an attempt to deflect growing 
criticism of Japan's stake in the South African economy. Mitsubishi 
cited internal problems of an "organizational and technical nature" as 
its reason for withdrawing from the bid for contracts to supply plant 
and steel equipment for an Iron and Steel Corporation (ISCOR) 
hot-rolled strip mill. 48/ Given the importance of the role that 
Japanese automobile manufacturers play in the South African market, it 
was particularly significant that Nissan Motor and Toyota Motor 
announced that they were reducing sales to South Africa. 49/
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Japanese companies, by avoiding direct investment in South Africa, 
have been able to circumvent much of the political and economic risk 
of South Africa without forfeiting valuable economic ties. Western 
industrialized nations that are only now shedding their direct 
investments are following a model that has been well tested by Japan.  
Far from leading the international sanctions campaign, Japanese 
investors have provided the rest of the world with a pragmatic model 
for conducting business with a nation that presents abnormal political 
and economic risks. From the perspective of both South Africa and 
Japan, a relationship based on trade and indirect investments can be 
mutually satisfying. From the perspective of an international 
sanctions campaign, however, such a relationship can only be 
interpreted as undermining efforts to install effective international 
sanctions.  

VII. SUMMARY AND CONCLUSIONS 

A combination of deteriorating economic and political conditions 
within South Africa and increased external pressure in the form of 
selective sanctions and non-governmental actions have resulted in 
hundreds of transnational corporations withdrawing their direct 
investments from South Africa since 1984. The following summarizes 
the findings of this report on transnational corporate disinvestment 
from South Africa: 

(a) A total of 339 corporatons from 15 countries have 
been identified as disinvesting from South Africa between 
1984 and July 1988; 

(b) Approximately 50 per cent of the withdrawals are by 
transnational corporations from the United States and 
another 29 per cent from the United Kingdom. Domestic 
anti-apartheid campaigns against corporate engagement in 
South Africa are strongest in these two countries; 

(c) Approximately 35 per cent of the 339 corporations 
that disinvested established ongoing, non-equity relations 
with South Africa in the form of licensing, franchising, 
distribution, servicing, or other agreements. When limiting 
the analysis to those withdrawals about which the presence 
of ongoing relations is known, the ratio increased to 65 per 
cent of all disinvestments; 

(d) The sale of a subsidiary as an ongoing operation is 
the most common form of disinvestment within which sales to 
a third party buyers are most prevalent; 

(e) Based on information about United States 
transnational corporate sales, purchasers of disinvested 
assets are overwhelmingly South African and not investors of 
other nationalities;
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(f) Corporations from Taiwan are increasing their 
investment in South Africa as corporations of other 
nationalities reduce their direct investments; 

(g) Increasing numbers of transnational corporations 
are adopting a "Japanese model" of economic relations with 
South Africa. Non-equity relations in the form of sale, 
licensing, distribution, franchising, management, trademark 
and other indirect relations are replacing direct equity 
investments as the preferred method of doing business with 
South Africa; 

(h) While in the short term both transnational 
corporations and the South African Government benefit from 
the establishment of ongoing, indirect relations, in the 
long term, indirect investments cannot provide South Africa 
with the capital, technology, and access to international 
markets that are necessary to sustain a healthy, developing 
economy.  
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Table 1 

TRANSNATIONAL CORPORATIONS IN SOUTH AFRICA AND NAMIBIA, 1984 

No. of 
companies Percentage 

EEC Europe 559 52 
Belgium 6 1 
Denmark 3 
France 20 2 
Germany, Federal 

Republic of 142 13 
Italy 7 1 
Netherlands 17 2 
United Kingdom 364 34 

Non-EEC Europe 56 5 
Finland 1 
Norway 1 
Austria 2 
Portugal 1 
Spain 1 
Sweden 18 2 
Switzerland 32 3 

North and South 
America 427 40 

Canada 21 2 
United States 406 38 

Africa 

Asia 2 
Hong Kong 1 
Malaysia 1 

Oceania 24 2 
Australia 24 2 

Total 1,068 

Source: Transnational corporations in South Africa and Namibia: 
United Nations public hearings, volume 1, reports of the Panel of 
Eminent Persons and of the Secretary-General, 1986 (United 
Nations publication, Sales No. 86.II.A.6).
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Table 2 

TRANSNATIONAL CORPORATE DISINVESTNENT FROM SOUTH AFRICA, 
BY NATIONALITY AND YEAR, 1984-JULY 1988

Nationality 
Year as I of 

Nationality 1984 1985 1986 1987 1988 unknown TOTAL total 

Australia - - 2 2 - 6 10 3 
Belgium - - - 1 - 3 4 1 
Canada - - 6 9 - - 15 4 
Denmark - - - - - 1 1 

Finland - - - - - 1 1 
France - - - - 1 8 9 3 
Federal Republic 

of Germany - - 2 - 1 8 11 3 
Honq Konq - - - - 2 2 1 
Ireland - - - - 2 2 1 
Netherlands - - - 2 1 2 5 1 
Norway - - - - - 2 2 1 
Sweden - - - 2 - 2 4 1 
Switzerland - 1 1 1 - 2 5 1 
United Kingdom - 6 26 42 10 14 98 29 
United States 10 33 56 60 11 - 170 50 

Annual total 10 40 93 119 24 53 339 100 

As I of total 3 12 27 35 7 16 100

3 14 33 42 8 ......As % of known
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ESTABLISHMENT

Table 3 

OF ONGOING RELATIONS, BY NATIONALITY

Ongoing Ongoing 
No as % of as % of 

Nationality Ongoing ongoing Unknown Total total known

Australia 
Belgium 
Canada 
Denmark 
Finland 
France 
Federal Republic 

of Germany 
Hong Kong 
Ireland 
Netherlands 
Norway 
Sweden 
Switzerland 
United Kingdom 
United States 

Total 

As % of total

1 
12 
90 

118

12 

43 

63

8 
2 
8 
1 
1 
6 

7 
2 
1 
2 
2 
3 
4 

74 
37 

158

10 
4 

15 
1 
1 
9 

11 
2 
2 
5 
2 
4 
5 
98 

170 

339

19 47 100

100 
100 
57 

33 

75 

100 

100 
5o 
68 

65
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Table 4 

ESTABLISHMENT OF ONGOING RELATIONS, BY TYPE OF DISINVESTMENT 

Ongoing Ongoing 
Type of No as % of as % of 
disinvestment Ongoing ongoing Unknown Total total known 

Office closure 5 1 4 10 50 83 
Subsidiary 

shut down 8 9 5 22 36 47 
Partial sale 8 1 9 18 44 89 
Dilution 1 - 1 2 50 100 
Third party sale 57 33 28 118 48 63 
Management sale 23 6 7 36 64 79 
Trust 4 1 - 5 80 80 
Other 4 - 1 5 80 100 
Unknown 8 12 103 123 7 40 

Total 118 63 158 339 35 65 

As % of total 35 19 47 100
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Table 5 

TYPE OF WITHDRAWAL, BY NATIONALITY

Shutdown Reduction Sale 
Nationality 

Partial Third as % of 
Nationality Office Subsid. sale Dilution party MNgt Trust Other Unknown Total Total 

Australia . . .. 4 - - - 6 10 3
Belgium 
Canada 
Denmark 
Finland 
France 
Federal Republic 

of Germany 
Hong Kong 
Ireland 
Netherlands 
Norway 
Sweden 
Switzerland 
United Kingdom 
United States 

Total 

As % of total

2-

1

1 - - -

- - - 3 - -

- 3 4 1 
1 3 15 4 
- 1 1 -

- - - 1 1 
- - 9 9 3 

- - - 9 11 3 
- - - 2 2 1

- 2 
- 2

- --- - - .2 
- - - - 1 -1I - 2 

- - 1 - 2 - - - 2 
- 1 12 2 14 4 - - 65 
9 20 5 - 84 30 4 4 14 

10 22 18 2 118 36 5 5 123

3

As % of known 5

6 5 1 35 11 1 

10 8 1 55 17 2

2 
5 
2 
4 
5 
98 

170 

339

1 36 100
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Table 6 

TRAMSNATIONAL CORPORATE WITHDRAWALS FROM SOUTH AFRICA, 
1984 - JULY 1988

Nationality Parent company Type of Ongoing 
Year withdrawal relations

Australia

Colonial Mutual Life Assurance Society 
Elders IXL Ltd.  
Hardie (James) Ltd.  
Laser Lab. Ltd.  
Monier Ltd.  
National Mutual Life Association of 

Australasia Ltd.  
Nicholas Kiwi Australasia Ltd.  
Pioneer Concrete Services Ltd.  
Repco Corporation Ltd.  
Tubemakers of Australia Ltd.  

ACEC 
Bekaert (NV) SA 
Lastek NV 
Petrofina SA 

Alcan Aluminum Ltd.  
ANCA International Ltd.  
Bata Ltd.  
Cobra Metals and Minerals Inc.  
Cominco Ltd.  
Delcan Ltd.  
Dominion Textile Inc.  
Falconbridge Ltd.  
Ford Motor Company of Canada (See 

Ford, United States) 
International Thomson Organization Ltd.  
Jarvis Clark Company (CIL) 
Menora Resources Inc.  
Moore Corporation 
Noranda Inc.  
Reed Stenhouse Cos Ltd.  
Seagram Company Ltd.

Third party sale 

Third party sale 

Third party sale 

Third party sale 

Third party sale

Third party sale 

Third party sale 
Third party sale 
Third party sale 

Third party sale 
Third party sale 

Management buyout 

Other 
Third party sale 
Third party sale 
Third party sale 
Management buyout

Skandinavisk Holdings A/S

Belgium

Canada

Yes 

Yes 

None 
Dormant 

None 

None 

Dormant

Denmark
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Nationality Parent company Type of Ongoing 

Year withdrawal relations 

Finland 

Kynene Corporation 

France 

... Cie Financiere Alcatel ... Yes 

... Pernod Ricard ......  

... Peugeot S.A....  
... Plastic Omnium Cie ...  
1988 Schneider SA ... None 
... Societe Nationale Elf Aquitaine ......  
... Spie Batignolles ......  
... Thomson S.A.......  
... Vandelputte Fils et Cie SA ... None 

Federal Republic 
of Germany 

1988 Dresdner Bank AG Sales office 
closure ...  

... Durr GNBH ......  

... Eugen Lutz GNBH and Company ......  

... Heidenhain (Dr. Johannes) GNBH ...  

... Ltg. Lufttechnische GNBH ... None 
1986 Otavi inen AG ... Yes 
... Schauenberg GNBH .....  
... Schenk (W&W) GKBH and Company .....  

... Stal-Astra GNBH ... Yes 

... Stiebel Eltron International GMBH ...  

1986 Taprogge Gesellschaft GNBH Shutdown Yes 

Hong Kong 

... Hong Kong and Shanghai Banking Corporation ......  

... Jardine Natheson Holding Ltd.  

Ireland 

... Biocon Biochemicals Ltd.......  

... Kent (M.F.) and Company Ltd. ... None 

Netherlands 

1987 Akzo NV Third party sale Yes 

... Beheer Naatschappij Buisleeuw BV ......  

... Grasso's Koninklijke Maschinenefabrieken N ...  

1987 NV Gemeenschappelijk Bezit VRG Third party sale Yes 

1988 Oce-Van Der Grinten NV Third party sale Yes
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

Norwa

Elkem A/S 
Fisker and Nielsen

Sweden

Alfa-Laval AV 
Esselte AB 
Johnson (A) and Company BAB 
Swedish Match AB 

Adolf Saurer AG 
Asea Brown Boveri Ltd.  
Interfina AG 
Nestles SA 
Wagner International AG

Trust 

Third party sale 

Partial sale 
Third party sale 
Third party sale

United Kingdom

Allied Colloids Group PLC 
APV Baker 
APV Holdings 
Armstrong Equipment PLC 
Aspro Nicholas 
Associated British Foods PLC 
Austin Knight 
B. Elliott 
Bailey and Swinfen Holdings 
Barclays Bank PLC 
Barrett (Henry) 
Begg Cousland 
Bet PLC 
Bicc PLC 
BN Group PLC 
Brent Chemicals 
Brikat Group 
British Land Company 
British Steel Corporation 
British Vita PLC 
Broken Hill Pty. Company Ltd.  
Buller 
Bunzl 
Cable and Wireless Ltd.  
Cap Group 
CCL Systems Ltd.  
Cil Inc.

Partial sale 
Partial sale 

Third party sale 
Third party sale 

Partial sale 

Shutdown 

Partial sale 

Third party sale

Switzerland

None

1986 
1987 
1986 

196 

1986 
1986 
1987 
1986 
1987 
1986 
1986 
1987 

1987 
1987 
1987 
1988 
1987 
1987 
1987 
1987 

1987 

1986
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

United Kingdom (continued)

1987 
1986 
1985 
1987 
1986 
1987 

1987 
1986 
1987 
1988 
1987 
1986 

1987 

1987 
1986 
1985 
1987 

1988 
1987 
1987 
1986 
1987 
1986 
1987 
1985 
1987 
1986 
1985 
1987 
1987 
1988 
1988 
1987 
1986 
1987 
1986 
1986 
1987 
1987

Concrete Utilities Ltd.  
Consolidated Gold Fields PLC 
Cookson 
Crown House PLC 
Dalgety 
Delta Group 
Eaton Ltd.  
Elders Keep Ltd.  
Electronic Rentals 
Ellerman Lines PLC 
Evered Holdings 
Exchem PLC 
Fine Art Developments 
French (Thomas) and Sons PLC 
Gallaher (See American Brands, 

United States) 
Hall Engineering 
Hill Samuel Group (See TSB Group, 

United Kingdom) 
Hoover PLC 
Hunting Association Industries 
Illingworth, Morris PLC 
IMI PLC 
Imperial Continental Gas Association 
Inchcape PLC 
International Thomson Organization PLC 
Jacksons Bourne End 
Johnson Matthey 
Kalamazoo PLC 
Lancer Boss 
Legal and General International Ltd.  
Low and Bonar 
Manders (Holdings) PLC 
Marshalls Halifax 
McAlpine (Alfred) PLC 
McKechnie PLC 
Meggitt Holdings PLC 
Metal Box PLC 
Midland Bank PLC 
Mitchell Cotts 
NK Electric Group PLC 
Nowlem (John) and Company PLC 
NEI 
Northern Engineering Industries 
Norwich Union 
Pearl Assurance 
Peninsular and Oriental Steam Navigation 

Company

Partial sale 
Partial sale 

Partial sale 

Third party sale 

Partial sale 

Third party sale 

Ti~rd party sale 

Third party sale 

Ti~rd party sale 
Management buyout 
Third party sale 

Tird party sale 
Partial sale 
Dilution
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

United Kingdom (continued)

1987 
1988 
1986 

1988 
1987 
1987 
1988 
1986 

1987 
1985 
1987 
1987 
1988 

1986 
1986 
1988 

1987 
1986 
1987 

1987 

1985 

1986 

1987

United States

Air Products and Chemicals Inc.  
Alexander and Alexander Services Inc.  
Allegheny International Inc.  
Allegis Corporation 
Allied-Signal Inc.  
Amdahl Corporation 
American Brands Inc.  
American Express Company 
American Home Products Corporation 
American International Group Inc.  
American Standard Inc.  
AMR Inc.  

APL Ltd. Ptnr/Van Dusen Air Inc.

Dilution 

Partial sale 
Third party sale 

Management buyout 

Management buyout 

Third party sale 

Partial sale 

Partial sale 

Third party sale 

Manaqement buyout 

Third party sale

Third party sale 
Third party sale 

Third party sale 

Third party sale 
Partial sale 
Shutdown 
Partial sale 
Third party sale 
Third party sale 
Sales office 

closure 
Shutdown

Perivale Guterman 
Prestige Group PLC 
Prudential 
Rank Xerox (See Xerox Corporation, 

United States) 
Reed International PLC 
RIP Group PLC 
Rotaflex 
Rover Group PLC 
Sanderson, Murray and Elder 
Sears Holding Ltd.  
Simon Engineering PLC 
Smiths Industries PLC 
Standard Chartered PLC 
Staveley Industries 
STC PLC 
Stewart Wrightson Ltd.  
Szerelmey International Ltd.  
T&N PLC (Formerly Turner and Newall PLC) 
Taruac PLC 
Thomas Walker PLC 
TI Group 
Trusthouse Forte PLC 
TSB Group (Formerly Hill Samuel Group) 
Turner and Neall PLC (See T&N PLC, 

United Kingdom) 
United City Merchants 
United Wire Group PLC 
Valor PLC 
Vickers 
Warburg (S.G.) Group 
William Holdings Inc.

Yes 

Yes 

Nlone 

None 

Yes 

Dorant 

None

Dormant 
Dormant 
None 
Yes 
Yes 
Yes 
Yes 
Yes 
None 
Yes
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

United States (continued)

Applied Power Inc.  
ARNCO Inc.  
Ashland Oil Inc.  
Associated Metals and Minerals Corporation 
Atlantic Richfield Company 
Avery Inc.  
Bausch and Lomb Inc.  
Baxter Travenol Laboratories Inc.  
BBDO International Inc.  
Bell and Howell Company 
Black and Decker Corporation 
Blue Bell Inc.  
Boeing Corporation 
Borg-Warner Corporation 
Bradley Corporation 
Bundy Corporation 
Carson Pirie Scott and Company 
CBS Inc.  
Celanese Corporation 
Chase Manhattan Corporation 

Chicago Pacific Corporation 
Cigna Corporation 
Citicorp 
City Investing Company 
Clark Equipment Company 
Coca-Cola Company 
Colombus McKinnon Corporation 
Computer Sciences Corporation 
Consolidated Freightways Inc.  
Continental Grain Company 

Cooper Development Company 
Cooper Industries 
Coscelebre Inc.  
CPC International Inc.  
Cummins Engine Company Inc.  

Dames and Moore 
Dana Corporation 
Danaher Corporation 
Delaware North Companies Inc.  
Diamond Shamrock Corporation 
Doall Company 

Dravo Corporation 
Dun and Bradstreet Corporation 

(Acquired INS International) 
Eastman Kodak (See also Sterling Drug)

Third party sale 
Shutdown 
Third party sale 
Third party sale 
Shutdown 
Partial sale 
Management buyout 
Third party sale 
Management buyout 
Third party sale 
Third party sale 
Third party sale 
Shutdown 
Third party sale 

Third party sale 

Third party sale 
Third party sale 
Sales office 

closure 
Third party sale 
Management buyout 
Third party sale 

Third party sale 
Other 
Management buyout 
Third party sale 
Shutdown 
Sales office 

closure 

Third party sale 

Third party sale 
Sales office 

Closure 
Third party sale 
Third party sale 
Third party sale 
Third party sale 
Third party sale 
Sales Office 

closure 
Third party sale 

Management buyout 
Shutdown

Yes 
Dormant 
None 
None 
None 
Yes 
Yes 
Yes 

Yes 
Yes 

None 

None 

Yes 

None 
Yes 

Yes 
Yes 

None 

Yes 

Yes 

Yes 
None 
Yes 
None 
None 

None 

None 
None
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

United States (continued)

1986 
1984 
1987 
1986 
1987 
1987 
1985 
1986 
1986 
1987 
1985 
1985 
1986 
1987 
1987 
1987 
1987 
1987 
1986 
1986 
1986 
1985 
1986 
1986 
1986 
1986 
1986 
1987 
1986 
1986 
1985 
1986 
1987 
1987 
1985 
1987 
1986 

1988 
1986 
1987 
1986 

1985 
1986 
1986 
1986 
1987 
1986

Eaton Corporation 
Ecolaire Inc.  
Eli Lilly and Company 
Emerson Electric Company 
Emery Air Freight Corporation 
Emhart Corporation 
Engelhard Corporation 
Exxon Corporation 
Fairchild Industries Inc.  
Firestone Tire and Rubber Company 
Flow General Inc.  
Fluke (John) Manufacturing Company Inc.  
Fluor Corporation 
FMC Corporation 
Ford Motor Company 
Foster Wheeler 
GAF Corporation 
Gates Rubber Company 
Gatx Corporation 
Gelco Corporation 
General Electric Company 
General Foods Corporation 
General Motors Corporation 
General Signal Corporation 
Gilbert Associates Inc.  
Grace (W.R.) and Company 
GTE Corporation 
Hall (Frank B.) and Company Inc.  
Healthdyne Inc.  
Heller International Corporation 
Henkel Corporation 
Honeywell Inc.  
IBM 
IC Industries 
Illinois Tool Works 
Intergraph Corporation 
International Minerals and Chemicals 

Corporation 
ITT Corporation 
Johnson Controls Inc.  
Kennametal Inc.  
Kidder Peabody and Company Inc.  

(GE Corporation) 
Koppers Company Inc.  
Kraft Inc.  
MacMillan Inc.  
Manpower Inc.  
Marmon Group 
Marriott Corporation

Shutdown 

Pa tial sale 
Management buyout 
Third party sale 
Management buyout 
Shutdown 
Trust 
Third party sale 
Third party sale 
Shutdown 
Third party sale 
Third party sale 
Management buyout 
Trust 
Management buyout 
Third party sale 
Third party sale 
Management buyout 
Management buyout 
Management buyout 
Third party sale 
Management buyout 
Third party sale 
Management buyout 
Third party sale 
Third party sale 
Third party sale 
Third party sale 

Third party sale 
Third party sale 
Trust 
Third party sale 
Shutdown 
Third party sale 

Third party sale 
Third party sale 
Trust 
Management buyout 

Shutdown 
Shutdown 
Shutdown 
Third party sale 
Third party sale 
Third party sale 
Third party sale

None 
None 
Yes 
Yes 
None 
Yes 
None 
Yes 
Yes 
Yes 

Yes 
Yes 
Yes 
None 
Yes 
None 

Yes 
Yes 
Yes 
Yes 
Dormant 
Yes 
Yes 
Dormant 
None 
None 

Yes 
Yes 
Yes 

Yes 

None 
Yes 
Yes 
Yes 

None 
Yes 
None 
None 

None 
None
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

United States (continued)

1988 
1985 
1987 
1987 
1986 
1987 
1988 
1985 
1987 
1984 
1985 
1988 
1986 
1985 
1988 
1987 
1985 
1985 
1984 

1987 
1987 

1984 
1986 
1987 
1985 
1985 
1986 
1986 
1986 
1987 
1987 
1987 
1988 
1985 
1986 
1986 
1986 
1987 
1986 
1985 
1987 
1985 
1987 
1986 
1987 
1986 
1986

Marsh and McLennan Companies INC 
Martin Marietta Corporation 
McDonnell Douglas Corporation 
McGraw-Hill Inc.  
McLean Industries Inc.  
Measurex Corporation 
Merck and Company Inc.  
Nillipore Corporation 
Mine Safety Appliances Company 
Mohawk Data Sciences Corporation 
Motorola Inc.  
National Education Corporation 
National Nine Service 
Navistar Corporation 
Newmont Mining Corporation 
Norton Company 
Oak Industries 
Omnicom Group Inc.  
Opico Inc.  

Pacificorp 
Pan American World Airways Inc.  

Parsons and Whittemore 
Peoalt Corporation 
Pepsico Inc.  
Perkin-Elmer Corporation 
Philip Morris Companies Inc.  
Phillips Petroleum Company 
Playtex Inc.  
Proctor and Gamble 
Pullman Company 
Raychem (Acquired Siguaform in 1988) 
Raytheon Company 
Reynolds and Reynolds Company 
Robins (A.H.) Company 
Rohm and Haas Company 
Sara Lee 
Scovill Inc 
Sentry Corporation 
Sequa Corporation 
Singer Company 
Skok Systems Inc.  
Smith International Inc.  
Sotheby's Holdings Inc.  
SPS Technologies Inc.  
Square D C 
Stamler (W.R.) Corporation 
Stanley Works

Third party sale 
Third party sale 
Management buyout 
Shutdown 
Management buyout 
Third party sale 
Third party sale 
Third party sale 
Management buyout 
Third party sale 
Third party sale 
Third party sale 
Third party sale 
Third party sale 
Other 
Third party sale 
Management buyout 
Sales office 

closure 
Shutdown 
Sales office 

closure 
Third party sale 
Third party sale 
Other 
Management buyout 
Third party sale 
Third party sale 
Management buyout 
Management buyout 
Shutdown 
Third party sale 
Partial sale 
Third party sale 

Third party sale 
Third party sale 
Third party sale 
Third party sale 
Third party sale 
Third party sale 
Management buyout 

Management buyout 
Management buyout 
Third party sale 
Shutdown 
Management buyout

Yes 
None 
None 
Yes 
Yes 
Yes 
None 

Yes 
Yes 
None 
Yes 
None 
Yes 
Yes 
Yes 

Yes 
Yes 

Dormant 
Dormant 
None 
Yes 
Yes 
Yes 
None 
Yes 
Yes 
Yes 
Yes 

Yes 

Yes 
None 
None 
Yes 

Yes 

Yes 
Yes 
Yes 
Yes 
Yes
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Nationality Parent company Type of Ongoing 
Year withdrawal relations

United States (continued)

Starrett (L.S.) Company 
Sterling Drug (Acquired 
Stone and Webster Inc.  
Sundstrand Corporation 
Sybron Corporation 
Tambrands Inc.  
Tandy Corporation 
Tellus Industries Inc.

by Eastman Kodak)

Texasgulf Inc.  
Tidwell Industries 
Titanium Industries 
Trans World Airlines Inc.  

Uniroyal Holding Inc.  
VF Corporation 
Warner Communications Inc.  
West Point - Pepperell 
Westinghouse Electric Corporation 

Wiley (John) and Sons Inc.  
Xerox Corporation

Management buyout 
Third party sale 
Shutdown 
Shutdown 
Third party sale 
Management buyout 
Third party sale 

Third party sale 
Management buyout 
Sales office 

closure 
Third party sale 
Third party sale 
Other 
Management buyout 
Sales office 

closure 
Third party sale 
Third party sale

1987 
1988 
1987 
1987 
1987 
1987 
1986 
1984 
1984 
1985 
1986 
1985 

1986 
1986 
1987 
1985 
1987 

1985 
1987

Yes 
None 
None 
None 

Yes 
None 

Yes 

Yes 

Yes 

Yes 
Yes 
Yes 

Yes 
Yes 
Yes
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