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SOUTH_ AFRICA, 
STANFORD, AND 

I -

THE TRUSTEES 
The Trustees of Stanford University do not 

argue in favor of apartheid. They say that they 
too disapprove of the racist South African sys
tem. They claim that they simply disagree over 
the best means to improve conditions for the 
black majority. Instead of supporting church
sponsored corporate proxy resolutions calling for 
withdrawal from South Africa, they argue that 
Stanford's best role is to encourage corporat ions 
to "act as a progressive force for change." 

In. this pamphlet we challenge the claims on 
three major grounds: First, American and other 
foreign corporations provide important econom
ic, technical, and military support to the apar
theid government. Second, corporate reform 
plans al'e severely limited in their scope and 
impact, and -they do not address the core prob
lems of a artheid . And third , black South Afri-

' \OM"tlaY 
withdrawal, actively enco\,Jrage the movement for 
foreign corporate withdrawal. 

The Board of Trustees oppose demands of 
"vote yes or divest " not because they have a · 
better strategy for social change in South Africa, 
but because most of them are deeply committed 
to the corporate system, the primary concern of 
which is profitable investment, not human wel
fare. 

RfflUOLIG Of 
SO\) TH Af!l lCA 

This pamphlet was prepared for the Pacific 
Studies Center and the Stanford chapter of Cam
puses United Against Apartheid by Alan Bern
stein, Nina Byrne, Bob DeGrasse, and Lenny 
Siegel, in May, 1977. 

For more copies, write or phone the Pacific 
Studies Center, 867 W. Dana #204, Mountain 
View, CA, 94041 (415-969-1545). If you wish to 
donate to the printing fund for this pamphlet, 
send a tax-deductible check to the Pacific Studies 
Center .. In addition, if you seek additional infor
mation on these or related topics, feel free to visit 
PSC 's office and library. 

Accomplices 
Apartheid 

• in 

Americari and other foreign corporations have 
worked closely with the South African govern
ment to develop an industrialized economy under 
white control. In so doing they have squarely 
aligned themselves with the political and econ
omic needs of the apartheid regime. 

More than 350 U.S. corporations have invest
ments in South Africa. These holdings, which 
have a book value over $1.5 billion and constitute 
16% of all foreign direct investment in South 
Africa, are distributed in the most important 
areas of the econo~my. U.S. corporations provide 
crucial support in nearly every strategic sector -
energy, transportation, computers, chemicals, 
construction, and mining. This support facilitates 
apartheid and . strengthens the government's 
ability to resist change. 

In 1960, foreign investors lost confidence in the 
stability of South Africa following the Sharpes
ville Massacre, a peaceful demonstration against 
the Pass Laws in which South African police 
killed 69 blacks and wounded hund i:eds more. 
In 1964, investors withdrew $50 million from 
South Africa. 

In response, the South African government 
promoted foreign investment and began to de
velop self-reliant domestic industry. Partially to 
carry out both these programs for new invest
ment, it instituted a systematic and effective 
policy of repression, banning opposition political 
parties and arresting thousands of blacks. In 
1965, when order was restored, foreign investors 
brought over $300 million more into Sout~ Africa. 

American corporations assisted in the So_!.lth 
African government's extensive public relations 
campaign to attract investors. The U.S. National 
Council of Churches noted: 

Charles Englehard , of Englehard Mining and Chemi
cals, initiated the American South African Corpora- . 
tion to attract American capital back into the country. 
Other American firms ran advertisements indicating 
their confidence in the white regime's ability to main
tain a suitable investment climate. 

Since the availability of foreign technology and 
the benefits·of corporate investment were threat~ 
ened by an unstable political climate, ·South 
Africa began to pursue economic self-sufficiency. 
This strategy, known as the "local content" pro
gram, sought to give selected industries the 
capacity to manufacture on a domestic basis. The 
substantial effort to achieve self-reliance demon
strates how important foreign investment and 
trade are to the South African government. 

This process also has been aided by American 
corporations. 

In conjunction with South African public corporations 
such as ESCOM (electricity), ISCOR (Iron and steel), 
and SASOL (petroleum), American and other firms 
are advancing the industrial base and self-sufficiency 
of the economy in the search for oil, petrochemicals, 
steel, nuclear energy and computers. . 

(Nation~! Council of Churches) 

(continued on back page) . 
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Apartheid Defined 
South Africa is a country of contrasts: of wh.ite 

and black, of wealth and poverty, of master: and 
· slave, and of power and powerlessness. Today, a 

government elected by 4.2 million whites con- · 
trols the lives of 20.7 million blacks. The stated 
aim of the government is to create ethni'cally 
and politically separate commonwealths wt;iich 
are economically interdependent. This policy is 
called apartheid. 

To this end , the government of South Africa 
intends to assign all Africans into nine "home
lands" or Bantustans, comprised of 250 · non
contiguous areas. While blacks account for 80% 
of the South African population, the Bantustans 
comprise only 13% of the land, with the re
maining 87% of the land reserved for whites. The 
homelands are now only able to produce two 
percent of total agricultural production and hold 
few of South Africa's vast mineral r.eserves. They 
have a 'Population density of 235 persons per 
-square mile, the highest on the African cooti
nent. 

To facilitate the policy of apartheid and insure 
the total economic, political, and social domin
ance of white South Africans, the Government 
has passed numerous acts, some of . which in
clude: 

1. Industrial Conciliation Act defines the term 
"employee" to exclude Africans. It prohibits 
Africans from joining registered trade unions. It 
prohibits Africans from participating iri industrial 
councils which determine wages, jobs to·_ be re
served for union members, working hours, etc., 
although Africans are bound by these councils' 
decisions. The act includes a "job reservation 
clause" which reserves certain jobs for certain 
races. 

2. Bantu Labor Regulations Amendment Act of 

1973 defines the rights of African workers in 
disputes with employers. Almost all grievances 
are settled by liaison committees, half of whose 
membership is appointed by management in
cluding the chairperson and secretary. The act 
puts such stringent prerequisites on the right to 
strike that for all practical purposes it is illegal to 
strike. -

3. Apprenticeship Act delineates how a person 
can become a skilled artisan through apprent ice
ship programs which are so restrictive that there 
are no African artisans or apprentices in the 
entire country. · 

4. Environmental Planning Act (1976) contin
ues restrictions on expansion of operations '~hat 
would require increased numbers of African 
workers . 

5. Master and S.ervants Laws cover the agri
cultural and domestic sphere, specifying criminal . 
charges for a vast arr:ay of offenses. Each year 
about 22,000 Africans are prosecuted under 
these laws. -

6. Bantu Labor Amendment Act of 1964 re
moves all rights of Africans living outside the 
Bantustans. . 

7. Bantu Consolidation Act (Pass Laws) is an 
extremely restrictive act on the mov~ment of 
Africans outside the Bantustans. It requires all 
Africans over the age of 16 to carry passbooks at 
all times. An average of 250,000 Africans are 
arrested each year for pass law violations. An
other 900,000 have been permanently "endorsed 
out" of the white ~reas because they were con
sidered idle or .redundant. 

To sum up, the African laborer in South Africa 
is barred by law from organizing- for improved 
wages and working conditions, collectively bar
gaining, or being trained for the job of his/her 

I 

choice. He or she has restricted freedom of 
movement. Any breacn of the laws makes him/ 
her subject to arrest, fines, and imprisonments. 

Apartheid is manifested not only in the legal 
structure, but in other institutions as well. For 
instance, education for whites is compulsory and 
free. For blacks it is neither. Government expen
ditures for wh ites range from 387 to 557 rand 
(one rand = $1 .1 0) per child, depend ing on geo
graphic area, compared to 40 rand per African 
child . The student-teacher ratio for Africans is 
56:1 (the ratio for whites is 21 :1) and the great 
majority of African teachers are very' poorly 
qualified. No black may attend white schools. As 
a result 60% of Africans are illiterate. (Note: 
Within the last year Catholic schools have acted 
illegally to make integration efforts .. ) 

In the medical spher:.e the statistics are even 
more shocking . There is one doctor for every 
44,000 Africans comp.ared to one white doctor for 
every 455 whites. Three out of every five children 
die .in the Bantustans (mostly of starvation) be-
fore they reach the age of five. . 

Such discrimination has resulted in vast econ
omic differences. The unemployment rate for 
whites is ·0.2%, and for blacls_s it is 23%. White 
per capita income is 13 times greater than blacks' 
and the gap is increasing. . 

In compiling these statistics we found our
selves occasionally becoming lost in numerical 

· abstractions. We urge the reader to resist this 
tendency and instead attempt to picture these 
facts in terms of .the human suffering and hard
ship they represent. 

[Reprinted from "Position Paper on Stanford 
University's Investments in Corporations Oper
ating in South Africa," SWOPSI 193.] . 

·Stanforcls South -African Investments 
Stanford University has investments in thirty

two corporations or institutions whicb do busi
ness . in South Africa. The total value of these 
holdings is over $118 million and constitutes 37% 
of all university investments. Stanford's income 
from these stocks and bonds totalled more than 
$6 million in 1976. 

Stanford owns stock in eight of the fifteen 
largest U.S. corporations in South Africa. These 
corporations are active in nearly every strategic 
sector of the apartheid economy: oil (Stanford 
Oil, Texaco, Shell*), advanced technology (IBM, 
G.E., Hewlett-Packard), transportation (G.M. , 
Ford, Boeing), and steel (Bethlehem, Armco), as · 
well as other important manufacturing, mining, 
and financial institutions. 

As the centerfold chart shows, at least eight 
Stanford trustees are executives or directors of 
corporations and banks with direct connections to 
South Africa. 

~Shell Oil's parent company, Royal Dutch Shell, 
is the legal entity involved in South Africa. 

SOURCES 

Stanford University Securities Portfolio, Jan . 31, 
1977. . . 

National Council of Churches, Ch~rch Invest
ments, Corporations and South Africa. 

Directory of American Firms Operating in For-
eign Countries , 

Corporation 

American Express 
Armco Steel 
Bethlehem Steel 
Boeing Corp. 
Bristol Myers 
Caterpillar Tractor 
Celanese 
Cities Service 
E. I. Dupont 
Eastman Kodak 
Firestone Tire & Rubber 
Ford Motor Co. 
Ford Motor _Cr.edit 
General Electric 
General Motors 
Goodyear Tire & Rubber 
Hewlett-Packard 
IBM 
Ingersoll Rand 
World Bank 
NCR 
Phelps-Dodge 
Rohm & Haas 
Shell Oil* 
Sperry Rana 
Standard Oil of California , 
Stauffer Chemical 
Texaco 
-Tennec9 
Union Carbide 
Westinghouse 
Xerox 

Total 

·. 

Market Value 

$2,101,676 
,3,693,400 
3,536,250 

573,750 
2,118,860 
5,532,032 
4,238,625 
4~600,527 
1,822,188 
1,508,555 
3,522,750 
5, 140,383 
2,430,000 
6,084,908 
4,397,025 
3,579,580 
3,672,284 

10,170,387 
1,462,000 
4, 180,625 
2, 160,000 
2,783,250 

795,000 
5,674,500 
:3.018,192 
7,809,661 
2,420,697 
7,046,735 
4,976,324 
4,956,700 
1,015,000 
1, 112,022 

$118, 133,886 

Estimated Annual Income 

$ 59,622 
225,360 
204,636 
15,000 
62,015 

160,737 
249,200 
236,957 
146,047 
32,022 

169,409 
271,888 
216,312 
207, 145 
200,335 
176,969 
28,615 

369,460 
123,931 
350,250 
195,000 
199,176 
67,500 

270,500 
87,536 

451,423 
74,964 

502,068 
280,392 
293,260 
86,250 
24,712 

$6,038,867 
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o Governs Stanford? 
Stanford University, or rather the Stanford 

Corporation, is not a democratic institution. It is 
not governed by the students , the employees, or 
even the faculty. It is not governed by residents 
on its property , nor is it under the charge of local 
or state taxpayers. 

It is run by a largely self-perpetuating board of 
trustees. This is not to say that the trustees are 
all powerful, or that they make decisions about 
every detail of un ivers ity I ife. Rather, they are 
the owners and residual authority of he univ~r
sity . They make the final decisions on the Uni
versity's investment portfolio, hirj ng and firing 
of faculty , construct ion of new buildings, budget 
priorities, and acceptance of government con
tracts , and they select or approve top adminis
trators . 

FROM STOCK FARM TO STOCKS 

The Leland Stanford Junior University was 
founded by Leland Stanford , Sr. and his wife 
Jane in 1886 as a memorial to their only son . 
Stanford was governor of Cali fornia in the 1860 's. 
He was one of the four men who built the Central 
Pacific , and its successor the Southern Pacific 
Railroad , into the dominant economic force in the 
state. Leland Stanford 's fortune bought,land for a 
stock farm at Rancho San Francisquito and later 
turned it into the Stanford campus. 

Since the Board of Trustees that the Stanfords 
created to run the university after they died 

• derives its basic authority from that fortune, it is 
important to consider how Stanford accumulated 
his fortune. Leland Stanford was an archetype of 

· the Robber Baron. His railroads received huge 
land grants from the Federal Government in the 
drive to create the transcontinental railroad. He 

h 
n ta 

Nevada. As fictionalized in Frank Norris' Octo
pus, the Southern Pacific used its transportation 
monopoly to hold California farmers in virtual 
vassalage. Finally, employing bribery and other 
shenanigans that make Watergate look like · 
child's play, Stanford and Southern Pacific con
troll ed the State Government for more than thirty 
years , including two years during which he serv
ed as both governor and Presitlent of Central 
Pacific . .-

Stanford's successors, the successive Boards 
of Trustees, have, in general, not been so cor
rupt. (There have been import.ant exceptions, 
such as Northrop Corporation president Thomas 
Jones, who brown-bagged $75,000 for the Water
gate defendants.) However, the chief criterion 
that the Board uses in ~electing new members is 
financial: can the prospective trustee manage in
vestments or attract private gifts, which make up 
roughly one-fifth of Stanford's income. Trustees 
selected in this manner are usually wealthy men, 
executives or lawyers for large corporations , who 
serve as directors of . many other major corpora-

p ALO ~1~ ALTO! ..... -

THE BUSINESS AND RESIDENCE TOWN . 
L£LAND STANFORD, JR., UNIV£RSITY 

1,000 BEA..U'TIFU.L LOTS, 
AT .\.l.C.:TION, OS TH•: GHol·sns. 

-r~DA. -,.r, Dl.l:.A. -,.r ard, ieee, 
AT 12 OCl.OC& Ill 

yve must m~ke t_he ~ist!nctio.n s about democracy and university government. The university is not a democrat
'~Cl:lly orga~ 1zed inst1tut1on, and cannot become one without destroying itself as a unive_rsity. That simple propo
s1t1on-wh1cl:l would have seemed all but self-evident to most previous generations-strikes many people 
nowadays as arrogantly reactionary. -

tions. Presently, 16 of the 23 appointed trustees 
are business executives or directors, and so are 2 
of the 8 elected by the ·a1umnl. In addition, the 
board includes Sharon Percy Rockefeller and 
John Gardner, who travel in big business circles 
as well. 

THE CHALLENGE 

rule of the trustees. Under trustee guidance, the 
university had become a training center, re
search laboratory, and landlord for the aerospace 
industry. In 1968 the university and its wholly
owned research institute, SRI, did $45 million in 
military contracts; corporations on Stanford land 
had nearly $70 more. And other military contrac
tors which either grew out of Stanford or came to 
the Peninsula t9 take advantage of Stanford's 
resources did a whopping $1114 billion in military 
contracts! 

Anti-war Stanford students opposed the parti
cipation of their university in the war in Indo
china, so they began to ask why . . They discovered 
that the Board of Trustees, the legal descendants · 
of the Stanfords, were in- many cases the very 
same men who ran the war corporations. Trustee 
Jones headed Northrop. Roger Lewis headed 
General Dynamics. Charles Ducommon sat on 
the board of Lockheed. And as many as six trus
tees at one time sat on the board of Hewlett
Packard, one of several electronics firms spun off 
from Stanford. and headquartered on Stanford 
land. 

After publ ishing at least two series of pamph
,lets on trustee and Stanford connections to the 
war , anti-war students from Students for a 
Dempcratic Society (SOS) and other groups plas
tered the campus in 1967 with posters reading 

' " We Accuse," showing Vietnam War scenes 
alongside photographs of Stanford trustees from 
war corporations . Most students on campus , 
including many oppos~d to the war, did not like 
the posters because they considered them to be 
personal attacks. The activists , however, used 
the controversy the posters generated to raise the 
issue that people had ignored when merely pre
_sented with information . 

In the fall of 1968; .when SOS demanded that 
" Stanford get out of Southeast Asia," it directed 
its demands to the trustees. SOS pressured the 
trustees to have an open meeting with students , 
so on March 11 , 1969, five trustees answered the 

Richard W. Lyman, March 1970 

.. 

questions of students before ·a crowd of more 
than a thousand in Memorial Auditorium. The 
trustees convinced most present that SOS had 
been right about the board. Lockheed director ,. 
Ducommon defended military business and trus
tee Bill Hewlett stated that he felt it was non
political for an American institution such as 
Stanford to participate in the war effort. Hewlett 
also denied, and then admitted , that FMC "Corp-

. · ci r r 

The groundsw~ll of anti-trustee sentiment led 
to a nine~day sit-in at the Applied Electronics 
Laboratory building on campus, an abortive one 
night sit-in_ at Encina Hall, and a large, disrup
tive street. demonstration at .SRI facilities in the 
Stanford Industrial Park. It also led to demands 
for changes in the governance of the University. 

T!'le trustees made some token changes in 
July, 1970. They established procedures to have 
alumni elect eight additional members of the 
trustees . Because the elected members make up 
a minority of the 32-member board, and because 
many of the alumni who elect them have simi,lar 
outlooks to the old board , the impact has been 

- small. 
The trustees have also changed informally. 

Recognizing that students did not respond favor
ably to war profiteers serving on the board, some 
resigned and the remaining trustees ·replaced 
them with business leaders from other fields, 
such as energy. Now the Stanford board includes 
top executives of Stanford Oil of California, 
PG&E, and Southern California Edison. 

Though the mainstream of the board continues 
to be business leaders who can raise large sums • 
of money, they have learned better how to deal 
With student protesters . They meet with stu
dents, profess sympathy, and .allow the univer
sity administration to treat demonstrators with 
kid gloves. . 

In substance, however, the trustees have not 
changed . They consider Stanford a training 
ground , socializing influence, and research lab
oratory for a social order of which they approve 
and which makes them wealthy. They believe in 
foreign investment, and it benefits them. They 
may listen to moral ·arguments and some may 
actually sympathi~e . But they too may be trapped 
in the system. Should they begin to advocate pol
icies whict;i cost their corporations money (over 
the long run, at least) they would lose their pos~
tions , influence, and perhaps much of their 
wealth. 
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MARY WOHLFORD* 
. staff nurse, UC Medical Center 

FRANK TATUM, JR. 
attorney, Cooley, Godward, Castro, 

Huddleston, & .Tatum 

MORRIS M. DOYLE 
attorney, Mccutcheon, Brown, Doyle, & 

Enerson 

JACK K : HORTON 
board chairman, Southern Cal. Edison 

FRED MIELKE 
executive v-p, PG&E 

ROBERT MINGE BROWN 
attorney, Mccutcheon, Brown, Doyle, & 

Enerson 

WILLIAM R. KIMBALL 
Kimball & Co. 

PETERS. B,ING, CH IRMAN 
physician 

RESOURCES 

Standard Oil of ................. 

American Natural Resources 

Fluor ••••• 
RICHARD E. GUGGENHIME 
attorney, H.eller, Ehrman , White, & 

McAuliffe 
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TRUSTEES 
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WILLIAM AYER*·------
management consultant 

WILLIAM MCCOLL* 
surgeon 

JOHN GARDNER 
Commo.n Cause 

JOHN R. GREY 

Itek 

Spectra;Physfos 

Barry Research 

Commercial Electronics 

Devel co 

Electrofusion 

GRT Corp. 

Buckbee-Mears 
I 

president , Standard Oil of California 

OTIS PEASE 
professor of History, University of 

Washington 

THOMAS PIKE 
vice-chairman, Fluor Corp. 

SUSA
1

N WESTERBERG PRAGER* 
professor of law, UCLA Law School 

W. D. EBERLE 
pre_sident, Motor Vehicles Mnfrs .. Assoc . 
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ROBERT MINGE B.ROWN 
attorney, Mccutcheon, Brown, Doyle, & 

Enerson 

,. 
WILLIAM R .. KIMBALL 
Kimball & Co. 

RICHARD E. GUGGENHIME 
attorney, H.eller, Ehrman, White, & 

McAuliffe · 

MICHAEL H. WALSH* 
attorney, Sheela, Lightner, Hughes, & 

Castro 

SANDRA DAY O'CONNOR* 
' judge, Arizona superior court 

ARMIN ROSENCRANZ* 
attorney and researcher 

ROGER LEWIS 
senior v-p, Hornblower & Weeks, 

Hemphill-Noyes 

BARBARA FINBERG 
program officer, 

Carnegie Corporation 

PETER E. HAAS 
president, Levi Strauss 

I' 

WILLIAM TIMKEN, JR. 
board chairman, Timken Co. 
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Michigan Consolidated Gas 

San !Jose Water Works ' 

California Water Service Co. 

American Natural Resources 

Fluor ••••• 

FIN):\NCE 

Wells-Fargo----
•••••••••••• 
Bank of America ................ --~ . 
United California Bank 

• 
Crocker Bank 

v 1 1.;, rc""'.;;JC 

professor of History, University of 
Washington 

THOMAS PIKE 
vice-chairman, Fluor Corp. 

SUSA
1

N WESTERBERG PRAGER* 
professor of law, UCLA Law School 

W. D. EBERLE 
pre.sident, Motor Vehicles Mnfrs .. Assoc. 

TOM KILLEFER 
president, U:S. Trust Co. of N.Y. 

U.S. Trust Co. of New York 

Federal Reserve Bank of Chi~ca_g_o\-:======~lf ,~:::::~ 
Weeden Holding Corp. 

Kimball & Co. 

'OTHER 

Western Pacific; R 

Greyhound Corpor tlon 

•••• DENOTES CORPO 
IN SOUTH AF 

*Elected by 

, 
ALAN N. WEEDEN 
executive, Weeden Holding Co. 

SHARON PERCY ROCKEFELLER 

NANCY BARRY MUNGER 

""!· PARMER FULLER 111 
vice-president, PPG Industries 

STENDERE. SWEENEY* 
finance director, Times-Mirror 

RICHARD LYMAN 
president, Stanford University 



-.-r 

r 

U.S •. Corporations in South 
The Republia of South Africa has always been re
g~ded by foreign investors as a gold mine, one of 
those rare and refreshing places where profits are 
great and problems small. Capital is not threatened by 
political instability or nationalization. Labor is cheap, 
the market booming, the currency hard and con
vertible. 

That was Fortune magazine, the voice of 
American business, summarizing the South Afri
can investment climate in 1970. The picture is not 
as rosy for foreign investors these days. The 
profit rate has fallen; the economy is in a reces
sion; and intolerable conditions for the black 
majority threaten a violent upheaval in the near 
future: Yet Fortune's observation is still useful : 
It states the bottom line which rules the location 
of business investments: Corporations seek high 
profits and a stable investment cl imate. They do 
not make decisions as conscious catalysts of. pro- , 
gressive social change. 

Over the past fifteen years , numerous groups 
and individuals - from South African Nobel 
Prize winner Ch ief A lbert J . Luthuli to the Un ited 
Nations General Assembly - have called for the 
withdrawal . of foreign investment from South 
Africa because this investment consti tutes econ
omic, political, and military support for apar
theid. Since this issue is the heart of t he South 
A frica controversy at Stanford and around the 
country, we must examine the ''corporations as a 
progressive force'' argument more t losely. 

CORPORATIONS DEFEND INVESTMENT 

There are actually two related variants of the 
prevaili.ng corporate view. The first holds that 
corporate investments will gradually change .the 
nature of South African society. Business de-
fenders ar · -

conditions and the social structure, elevating the 
position of blacks within apartheid society. 

This scenario, based largely on American 
economist W alt Rostow's The Stages of Econ
omic Growth; claims that the historical prece
dents of the US, Western Europe, and Japan 
prove that brutality and inequality are only tem
porary features of a developing economy. True, a 
small percentage (the whites) control South Afri
can econom ic and political power now, but as the 
prodJ,Jctive system expands and becomes more 
sophisticated, whites wtll be forc~d to employ 
blacks in skill ed labor and management 'jobs 
which are now closed to them by apartheid re
strictions.·The benef its of development will grad
ually " trickle down " to the majority . Opportunity 
will increase, living standards will r ise , and 
gradually blaeks will assume the polit ical rights 
hey are now denied . In sum , j he proponents of 

corporate investment claim that apartheid will 
wither away under the impact of cap italist econ
omic development. 

_The secdnd line of corporate defense, t he -
policy of reform, is more modest. In response to 
the increasing public challenge to . their ro le in 
South Africa, corporate representatives claim 
that their firms can better the condit ions for 
blacks. by improving wage scales , training and 
promotion opportun it ies, and e,mploy·ment con
ditions. Twelve major US corporations active in 
South Afr ica recently endorsed "Six Principles" 
to improve operating practices. Their pr-inciples 
call for equal pay for equal work, better training 
programs for blacks, more management posi
tions for .blacks and other non-whites, and an end 
to segregated facil ities within the workplace. 

NO TRICKLE DOWN 

Those who advocate corporate withdrawal dis
pute the claim that ir:westment will undermine 
the apartheid system. A decade ago, nearly ever y 
orthodox development economist embraced de-

. I . . , 
velopment theories founded on the ' ' trickle 
down " view. Few argue this line any more. A 
recent study by World Bank economist Irma 
Adelman found : 

The primary impact of economic development is on 
the average to decrease both the absolute.and relative 
incomes of the poor. Not only is there no automatic 
trickle down of the benefits of development; on the 
contrary the development process leads typically to a 
trickle up in favor of the middle cla~ses and the rich. 

Indeed, this is precisely what has happened in 
South Africa. Corporate investments have in
creased dramatically , but they have not been 
accompanied by a corresponding improve ent in 
conditions for the majority of non-whites. 

Africans in South Africa are not only worse off now, by 
comparison with whites, than they were ten years ago: 
they are worse · off by comparison with their own 
standard ten years ago. And this development has 
occurred in spite of boom cond itions in the economy 
and a growth rate at constant prices of roughly 6% per 
annum. 

In 1960, US corporat ions had $284 million 
invested in South Africa. By 1970, investment 
had increased to $864 million , and by 1975 it had 
skyrocketed to $1.56 billion .. The benefits of these 
investments, however, have accrued largely' to 
the white majority. During the period 1960-69, 
the percentage of national income received by 
Africans fell from 26% to 18.8% . In 1960 African 
income per person represented . 11 .2% . of the 
white income per person . By 1969, it had 
dropped to 8%. 

This pattern has persisted into the 1970's. The 
gap between black and white wages in 1971 was 
$3,344; in 1974 it was $4,326, an increase of 
29. o/o. While wag Id · er for lac~ in 

, o e t1 m r mg 1rm 
noted that these increases have been "largely 
neutra.lized by the negative effects of inflation. " 

In 1975, the Poverty Datum Line (POL), the 
absolute minimum income on which a family can 
survive, was est imated by South African offic ials 
to be $149 a month for a black fami ly in-Soweto, 
the economicall y central black township near Jo
hannesburg. The average black indust rial worker 
earned $125 a month, considerably less than sur
vival wages . Eighty per cent of all blacks live 
under the PDL. Another income standard, the 
Basic M inimal Level, is " considered by many 
sociologists and doctors in South Africa to be the 
basic income necessary to begin to alleviate 
poverty and deficient nutrition among blacks. 
Ninety-five per cent of all blacks in South Africa 
receive income below this level." 

I. . 

Corporate investment , following South Afri
ca 's development policies, has generally been 
capi tal intensive (relying on machines, not peo
ple). Consequently, employment has not ri sen as 
fast as investment. Between 1962 a~d 1972, for 

example, Caltex (j©intly owned by Standard Oil 
of California and Texaco) reduced its South Afri
can employment from 2,400 to 1,830, despite 
major expansion. Moreover, the number of black 
employees fell from 776 to 394 over the same 
period. 

By integrating advanced foreign technology 
into all sectors of the economy, South Africa is 
actually reducing t he possibility of black job ad
vancement. The widespread use of computers 
(from IBM especially) , for instance, means that 
South Africa needs fewer skilled technical and 
managerial workers than it might otherwise. 
South Africa is consciously replicating a pattern 
found in high technology industries elsewhere,. 
described in Science magazine recently: 

The upcoming labor force may be structured into large 
numbers of relatively unskilled workers af on3 end 
and highly trained managers and engineers at th~ 
other. 

Because technology does not totally el iminate 
the .need for more ski lled personnel , the South 
A fr ican gover nment vigorously promote"s immi
gration of skilled white workers and professionals 

• from Europe and North America. · 
Neither technology nor immigration can elimi

nate the need to hire some non-white South 
Africans to skilled . positions. To maintain the 
system of racial discrimination , however, black 
" skilled " jobs ·are often reclassified as "semi
skilled " at considerably lower pay. More impor-

• tant perhaps, is the ploy of " job fragmentat ion ," · 
in which white skilled jobs are broken down into 
several jobs for blacks, with the total wage paid 
to the black workers less than the wage of the _ 
single white they replace. Thus, corporate claims 
that more blacks hold jobs formerly filled by 
whites must be taken with a io It. 

e , 
but blacks are not given equal work opportuni
t ies . 

The .real story of job availability is to ld in the 
unemployment stat ist ics. Wh ite unemployment 
is a fract ion of one per cent. Approximately ty.io 
mill ion blacks, or 23% of the labor force, are out 
of work. 

Finally , there is a fundamental fallacy that 
economic development resulting from corporate 
investments will underm ine apartheid. White 
South African leaders encourage foreign invest
ment because th,ey believe - based on solid ex
perience - it bolsters their way of life. South 
Africa advertises abroad to attract foreign in
vestors , and it provides research and marketing 
services for . potent ial investors. They promise 
sizable tax allowances, direct f inancial assist
ance , protect ion against competitive investment 
and imports, guarantees against nationalization, 
generous repatriation of income, and of course , 
cheap skilled labor. Recent investment restric
tions and higher taxes sh9uld be seen merely as 
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Africa: A Progressive· F or.ce? 
temporary steps to combat the recession. 

While accepting foreign capital, the South 
Africans reject outright foreign suggestions of 

· reform. "The fact that they (blacks) work for 
us," states Prime Minister Vorster, ." can never 
... entitle them to claim political rights. Not now, 
not in the future." And Minister of Information 
Connie Mulder, rumored to be Vorster's suc
cessor, asserts , " The Nationalist governrrent of 
South Africa is prepared to do everything - even 
to.use military forces if necessary - to maintain 
the right of the whites to control South Africa. " 

Simply, White South Africans know that they 
need imports, foreign technology, and capital 
from foreign investors to maintain their position. 
(See article, "Accomplices in Apartheid.") 

CORPORATE REFORM 

Under public pressure, some corporations 
have begun to make limited-reforms in empldy
ment practices and wage rates. The "Six Princi
ples" listed earlier sound admirable. However, 
General Motors director Rev. Leon Sullivan, who 
organized corporate acceptance of the principles , 
spent 18 months in the effort, and only per
suaded twelve out of more than 350 US corpora
tions to accept even these modest reforms. 

That some corporations will no longer segre
gate work facilities of dining halls is to be com
mended, as are commitments to increased train
ing for blacks. However, it must be remembered 
that the entire body of South African law and 
custom limits the changes corporations can 
make. The Industrial Conciliation Act 'doesn't 
even classify blacks as employees. It reserves 
certain higher level jobs for whites. Since hiring , 
blacks for these positions is illegal without gov
ernment permission, reformist corporations can 
only ntroduce selective changes. 

More important , the "Six Principles" do not 
address changing the fundamental structure of 
apartheid. There is no demand·for black political 
rights , no endorsement of black trade- unions. 
Without political power and union recognition, 
blacks are forced to accept token reforms in a 
system which continually reinforces their inferior 
status and deprives them of basic human rights. 
Indeed, the corporate reform program can be 
described, as one exiled South African put it, as 
"too little, too late." 

South Africa is not the only country where , 
people are poor, where there is discrimination, or 
where fundamental freedoms are denied. How
ever, the systematic oppression of black South 
Africans is so blatant that the global community 
h~s come to an agreement on the need for 
change. To focus on the fight against apartheid 
does not mean that we approve of conditions in 
Black Africa. Nor does it mean that we believe 
that the US has solved its own .racial problems. 
Rather, it means that the P.eople of South Africa 
deserve a say in the disposition of the wealth that 
they create. · 

Even if apartheid is soon defeated in South 
Africa, political conflict there will continue. In 
fact, arguments over Jhe morality of foreign 
investment there will continue. The removal of 
the apartheid system is necessary, but not suf
ficient; to allow South Africans - of all races -
tc;> determine their own destiny. 
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South African Blacks 
,, . 

Demand Withdrawal,. 
Black South African leaders and organizations 

reject the argument that the economic boycott of 
South Africa can only hurt, its blacks. Though 
they know that the white leaders of South Africa 
will shift as much of the burden onto the blacks 
as they can, they believe that blacks will benefit 
in the long run. Here are a few of the many · 
statements asking for foreign economic with
drawal from South Africa: 

NOBEL PEACE PRIZE WINNER 
CHIEF ALBERT J. LUTHULI 

The economic boycott of South Africa will entail un
doubted hardship for Africans. We do not doubt that. 
Bu~ if it is a method which shortens the day of blood, 
the suffering to us win be a price we are willing to pay. 

FATIMA MEER, OF THE INDIAN/ 
CONGRESS OF SOUTH AFRICA 

The South African government.grows stronger by the 
day beeause of its solvency, w_hich it gets from foreign 
investors. If the government had an economic shock, 
things might begin to change ... 

· THE AFRICAN NATIONAL CONGRESS 
OF SOUTH AFRICA 

'· 
It is our firmly considered view that liberal opinion
however well intentioned it may appear- that oppos
es our' campaign for this withdrawal is, in the long 
run, only delaying the change that is es!lential if South 
Africa is to be rid of apartheid and, slave labor. It is not 
enough to grant higher wages here, better conditions 
there, for this leaves the apartheid system intact, in 
fact it props it up longer-the very source of our 
misery and degrad~tion. · 

SOUTH AFRICAN STUDENT ORGANIZATION 

SASO sees foreign investments as- giving stability to 
South Africa's exploitative regime and committing 
South Africa's tradiAg partners to supporting this 
regime. For this reason SASO rejects ·foreign invest
ments . . 

[Adapted from a position paper, "Playing a Pro- · 
gressive RQle in Soufh Africa: Apartheid, Proxy 
Issues, and Corporate Withdrawal," Stanford 
Committee for a Responsible Investment Policy]. 
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Accomplices 
(continued from fro~t page) 

While American industrial corporations parti
cipated directly, U.S. and other foreign banks 
provided financing for South Africa's public cor
porations. In the 1960's, a consortium of ten 
major American banks, including Wells Fargo*, 
established a $40 million revolving credit account 
for South Africa. (Two Stanford trustees, Richard 
Guggenhime and W. Parmer Fuller Ill, are di
rectors of Wells Fargo, and Wells Fargo chair
man ~rnest Arbuckle recently resigned from the 
Stanford board) . South Africa received loans of 
similar size from European banks and the U.S.
dominated World Bank. (Stanford stockhold
ings:..._$4.2 million). In the early 1970's, the Eur
opean-Americ~n Banking Corporation organized 
a $215 million direct loan to South Africa. · 

Despite the effort that South Africa has put 
into the drive for industrial self-sufficiency, lt is 
far from successful. London's Standard Bank 
Review notes that South Africa is ' 'still greatly 
dependent on Lmports of machinery and other 
capital . items. '' 

GIVING THEM ENERGY 

tern to register, regulate and control black labor. 
Perhaps more important is the total dependence 
of South African business and government on 
computer technology, IBM computers are used 
by numerous South African government agen
cies, including the Department of Defense and 
the Department of Prisons. The Volkskas, a large 
South African banking system, co-ordinates its 
networks through an IBM 360 network. C. Cot
ton, managing ... dir-ector of Burr_oughs ·south Afri
ca, one of IBM's competitors, stated that 

The economy would grind to a halt without access to 
the computer technology of the West. No bank could 
function; the government couldn't ·collect its money 
~nd coul~n't account for it; businesses couldn't oper
ate; retail and wholesale marketing and related ser- · 
vices would be disrupted. 

In addition, computer technology assists military 
research and operations. IBM products are used 
by the South Africarr Air Force and are ' instru
mental in the early warning military alert system. 

THE MILITARY CONNECTION 

; IBM and Caltex are not the only U.S. firms that 
.support the South African military, despite a 
1963 U.S. law prohibiting arms sales to South 
Africa. U.S. corporations sell military products 
and produce them in South Africa itself. Ford 
Motor Company's Aerospace division does re-

Perhaps the clearest example of . American search, development and production of commu-
corporate support for the South African govern- nications and control systems for missiles, satel-
ment is in the oil industry. While blessed with an lites, and weapons in South Africa (Stanford 
abundant supply of most raw materials, South holdings in Ford - $5.1 million). American 
Africa lacks oil, the lifeblood of an industrial Motors subsidiary Kais.er Jeep produces jeeps 
economy. Without a domestic supply, interna- and tactical military vehicles for the South Afri-
tional sanctions could cripple the economy. can Army. General Motors produces vehicles 
American corporations have been working hard used . by both the Army and the South African 

.to overcome this problem by.trading oil to South Police (Stanford holdings in G.M. - $4.4 mil-
Africa and helping to establish domestic sources. , lion). . · 

Standard Oil of California and Texaco jointly U.S. automobile manufacturers, with their 
own Caltex of South Africa (John Grey, Stanford linkages to the steel, oil, and rubber industries, 
trustee, is President of Standard Oil; Stanford have played a primary role in stimulating, diver-
owns $7.8 million of Standard Oil stock and $7 sifying , and expanding the South African econ-

" . . l!i , t d1--.nmy. Du!".ln Wol'"I II e ut plant were 
Exxon, control about 44% of the petroleum prod- converted to military production. A South African 
ucts marr<et in South Africa. Caltex and Mobil newspaper noted that "in time of emergency or 
own two of South Africa's three refineries and war, each plant could be turned over rapidly to 
refine half its crude imports. Caltex recently an- the production of weapons and other strategic 
nounced a $134 million expansion of its facilities requirements for the defense of South Africa." 
in South Africa. Along with other corporations, ITT's electronics comportents are used in the 
Caltex is obligated to supply products for the telecommunications system at Simonstown Naval 
South African military. The firm has invoked the · Base. ITT's flight simulators are used in~ the 
South African Official Secrets Act to avoid dis- Mirage jets ·which South Africa buys from 
closing the details of supplies to the government. France. Lockheed supplies the South African Air 

Superior Oil discovered petroleum gas off the Force with planes used for surveillance and com-
South Afr:ican coast in 1969. And over 20 Amari- bat support (Stanford trustee Jack Horton is a 
can companies are actively engaged in searching, director of Lockheed Aircraft). Testimony before 
drilling, or marketing oil products. However, the the Senate Foreign Relat ions Committee in 1975 
rush for exploration has apparently discovered revealed that both light aircraft and heavy trans-
few substantial reserves, so South Africa remains port planes have been provided directly to the 
dependent on foreign imports. South African government for military use. Fi-

The Fluor Corporation has contracted to build nally , U.S. corporate investment in metallurgical 
a $2 billion facility in South Africa . to extract enterprises and c.hemical plants helps expand the 
gasoline from fuel oil and coal. (Thomas Pike, , South African mil itary industrial capacity. 
Stanford trustee, is a director and vice chairman This is only a partial survey of U.S. corpora- . 
of Fluor.) The Pacific News Service reports that tions in South Africa and Stanford University's 
the Fluor project will make South Africa the active participation in the support of the white 
world leader in coal gasification technology and minority government . Stanford owns stock in 32 
supply 25% of its petroleum needs. firms doing business in South Africa and Stan-

General Electric was an enthusiastic bidder to ford trustees hold high level positions in at least 
supply South Africa with a nuclear power plant eight corporations with direct connections to 
(Stanford holdings in G.E. - $6 million). G.E. South Africa. · 
lobbied extensively to get Congress to permit the In retaining their South African investments, 
sale. In the end however, South Africa decided U.S. corporations and. Stanford University are 
that France was a more reliable source of nuclear defying the United Nations, National Council of 
technology and the deal with G.E. never came Churches, and world opinion . 
off. Now G.E. produces 80% of the diesel en-
gines used in South Africa Railways locomotives. 

COMPUTER TECHNOLOGY 

U.S. corporations provid_e vital support to the 
South African government in the computer field. 
IBM alone controls 50% of the South African 
computer market and 25%_ of its business in 
South Africa is with the government (Stanford's 
holdings in IBM - $10.2 million). Part of IBM's 
business is administering the Pass System, South 
Africa's notoriously repressive identification sys-
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The Zulu King Tshaka (1773-1828) who 
led his people against Whites moving 
into Zulu terrifory. · 

*On the positive side, Wells-Fargo has an
nounced that it will make no new loans to South 
Africa unless certain conditions are met. 
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