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In the brief time available I would like to deal with the major reasons 

why my Committee considers that corporate arguments advanced in favor of 

continued investment in South Africa do not reflect the real effect of such 

investment and why such investment should be ended. 
although 

This is not a new debate,/ the nature of the arguments advanced, 

particularly from the 8orporate side have changed in the last ten years. 

Initially, and probably most honestly, the forporate stance was "we are there 

because it is profitable - is an expanding market and gives promise of access 

to an even greater regional market". 

Gr~dually, as protest and pressure grew from those concerned about racism 

and exploitation in South Africa and about the u.s. role in supporting such a 

system mounted the eorporate argument shifted and began to include an increas-

ing element of "do-goodism" - making profits was justified because the Corpor-

ations were also contributing to general, and particularly black social welfare 

Pushing that argument a little further there was the claim that the ~rpor-

ations were in fact contributing to some usually ill defined "change", which, 

it was reluctantly conceded, might be necessary. 

Few ~orporations today seem to feel strong enough to claim profit and 

direct ijorporate economic benefit as their sole justification for investing 

in or ·doing business with South Africa. But there is still a deliberate and 

dangerous tendency to obscure and camouflage the impact that the operation of 

major U.S. corporations has on the social, political and economic structure 

of South African society. 

Corporations stress the positive advantages of the creation of some tens, 

or 4undreds of jobs. They boast of training programs and equal pay, even some-

• times of equal opportunity. THEY USE MICRO ECONOMICS TO OBSCURE MACRO TRUTHS. 

Firstly they ignore the fact that the whole structure of the society is care-

fully designed to prevent generalized equal opportunities for black and white, 

while at the same time of course benefitting from the effects of that deliberate 
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design by way of a cheap, intimidated labor force. Their claims as reformers 

never speak of the fact that the system of apartheid in South Africa prevents 

blacks from acquiring education, prohibits them from organizing effective 

trade unions, forces them to live in restricted culturally and economically 

deprived areas, denies tbem any freedom of movement, only allows blacks 

access to factories, towns, cities by special permit, denies them any right 

to seek alternative and better employment, prevents land-ownership, prohibits 

black entrepreneurs and black business except in the tiny black Bantustans and 

specifically prohibits any black from supervising any white. The complex web 

of apartheid makes a mockery of individual attempts at 11equal opportunity em

ployment". 

Secondly the corporations deliberately ignore history. The argument that 

economic growth and increasing industralization will automatically create pres

sures that will inevitably force the whites to allow greater black participation 

in society has been totally disproved by the last 10 years of South African his

tory. Yet the 8orporations and their apologists continue to detect "signs of 

change". The last ten years have seen intensifying political oppression and 

land dispossession, the creation of the Bantustans and the final total exclus

ion of the Africans from any right to an identification as South Africans at 

the same time as there was rapid economic growth. The pressures were there -

but they were dealt. with by greater control, not by relaxation of control. The 

police state was being built at the same time as the new automated refineries 

and the great factories, in the years that U.S. 6orporate investment was grow

ing rapidly, sometimes by 20% a year. Economic growth and greater control and 

oppre~sion are not necessarily contradictory. 

It is worth noting that even the corporate micro-economics is wrong. Bl~ck 

wages have grown in South Africa, but so have white wages and inflation; the 

wage gap between white and black in absolute terms is still growing. Figures 

released by the rnstitute for Planning Research of the University of Port 
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Elizabeth released in May 1976 show that Africans still earn less than the 

Poverty Datum Line wage (minimum subsistence) in almost all sectors of the 

South African economy. The PDL (or Household Subsistence Level, as it is 

sometimes called) allows for only the barest necessities for an African family 

of six; it comprises the cost of rudimentary diet, clothing, fuel, light, wash

ing materials, rent and the transport of the breadwinner to and from work. It 

makes no provision for any taxes, medical care, education, transport for other 

members of the family or furniture. The HLS is now approaching Rl30 ($150 a 

month) in most big industrial centres. Average wages in manufacturing for 

the same period were Rll5 ($132.25), construction Rl06 ($121.90), Motor trade 

Rl05 (120). In other words African workers are still, on average, earning 

well below the poverty datum line. (See Appendix 1, Prospects for Change, 

Apartheid and the African Worker for a detailed analysis of the situation of 

the African worker). 

Thirdly the corporations consistently underplay the significance of the 

particular roles that U.S. corporations play within the South African econ

omic and political structure. These are not small peripheral corporations, 

creating a few jobs while manufacturing insignificant consumer products with 

simple machines in the back alleys of the cities. In fact significant U.S. 

corporations in South Africa are the heavy-weights - prominent names on For

tune's 500 list. They frequently dominate the sector of the South African 

economy in which they operate. (General Motors, Ford and Chrysler control 60% 

of the auto market). They· provide a level of the most advanced modern tech

nology which small isolated domestic companies could not afford. They have 

access to the capital so desperately needed for the continuing economic ex

pansion. of a white owned, white controlled, white benefit oriented economy. 

Fourthly the corporations attempt to veil the very direct co-operative 

relationship that often exists between them and the South African government, 

and the very direct role that they~lay in the maintenance of the South African 
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state by the provision of strategic materials, technology and technical 

services to the government. 

Fifthly the corporations refuse to deal with the reality that their con

tinued presence in South Africa requires, for profitable operation, a constant 

level of stability and that there are links between the corporations and the 

United States Government which ·will inevitably involve the US government in 

a similar quest for the maintenance of peace and stability, while the black 

population of South Af.tica seeks the total destruction of the system as it now 

exists. 

It might be useful at thj_s point to move from generalizations to a quick 

examination of the functioning of two types of U.So corporations in South 

Africa - the oil companies, Caltex and Mobil, and IBM, the major US computer 

corporation in South Africa. 

The Oil Companies: Caltex and Mobil 

As in any industria:liz ed,Country the oil industry in South Africa is of 

crucial importance to the economy. Oil is the one major raw material not pro

duced (except synthetically from coal) in South Africa. Although oil comprised 

only 26% of South Africa's energy resources at the end of 1973, its importance 

had been increasing, particularly in the vital transportation sector. In 

addition oil is an essential raw material for a variety of impmrtant indus

tries, including plastics, fertilizers and other petro-chemical products. 

Recognizing the importance of this industry and the South African Government 

has established a high degree of control over the industry in its attempt to 

ensure a constant supply of a vi.tal material. Since 1967 foreign oil companies 

have been required to; 1) Make their refineries available for processing crude 

products from any source, when excess capacity is available; 2) Ensure that 

the major proportion of their earningsremained in South Africa for financing 

of industry expansion; 3) Be prepared to produce specialized petroleum and 

oil products.required for strat<:gic and other logistical reasons, irrespective 
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of the commercial potential. Major oil importing is t@tally in the hands of 

foreign oil corporations. 

In 1975 Caltex, a Wholly owned subsidiary of Texaco and Standard Oil of 

California, announced a $134 million expansion of its Capetown (Milnerton) re

finery. Scheduled f~r completion in July 1978 the new facilities will increase 

the refinery's capacity to 100,000 barrels of crude a day - double current ca

pacity, and also inc~ease the production of motor and other light fuels from 

a given volune of crude. Major units to be constructed, involving the most 

advanced forms of available equipment, will be a new distillation plant, cat

alytic cracking facilities for making gasoline and sulphur removal and recovery 

facilities. The investment represents a massive increase in U.S. petroleum 

investment in South Africa and will reportedly give Caltex over two-thirds of 

the U.S. petroleum stake there. 

This new investment serves the interests of South Africa in three ways. 

It provides a major source of capital inflow at a time when the gold price is 

falling and the balance of payments is being badly squeezed, and it will prp

vide significant savings in the importation of crude - being new processes will 

increase productivity considerably. It will also strengthen the identifica

tion of the company with the interests of South Africa. 

Caltex appears to have had a consistently friendly relationship with the 

South African ~overnment, supplying it with oil for civilian and military pur

poses. The ~orporation has however refused to answer questions about its mil

itary dealings with the S.A" g<overnment, hiding behind the provisions of the 

South African Official Secrets Act. They have admitted that it would be a 

crime under South Africa's law we~e Caltex South Africa to undertake a committ

ment ~~tl~b- supply petroleum products to the government of South Africa, whether 

for use by the South African military or any other. branch of the South African 

®overnment. (Letter to Father R .. Powell of the National Council of Churches, 

from D. Maytum, Standard Oil of California, December 19, 1975.) 
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In other words involvement in refinery operations by U.S. corporations 
in South Africa inevitably means supplying the apartheid regime and its armed 
forces, wherever they may be operating. 

Caltex expansion has not meant a similar expansion in jobs for Africans. 
New plants andAnstallations tend to be highly sophisticated and automated; 
black workers have been replaced by machines or white, more highly skilled 
workers. Thus between 1962 and 1972 the number of employees (total) fell 
from 2400 to 1830, the proportion of Africans in the work force fell from 
32% to 22%, whil~ white employees rose from 56.5% to 66%. The total number 
of jobs for blacks in 1972 was 607 - the value of Caltex's investment at 
that time was $100 million. It is worth noting that in addition Caltex em
ployment practices are openly discriminatory. In the letter already cited· 
above Standard Oil said of employment practices: "Caltex South Africa's em
ployment practices are governed by South African laws, and in the event of 
any conflicts betwe.en these laws and EEO practices the company must be guided 
by the former. 11 

In a sense Mobil has provided its own indictment of its activities in 
South Africa in the testimony presented to this Committee ~ecently. With an 
investment of $333 million Mobil currently controls over 20% of the market, 
has also recently expanded its refining capacity to 100,000 barrels a day, 
60,000 barrels being crude supplied by Mobil from Iran. Mobil proudly ac
knowledges th~irnportance of this operation in official South African wyes and 
has itself pointed out that: "The government has welcomed up to now the intro
duction by foreign investors of capital knowhow and specialized skills and 
there are numerous financial incentives which encourage self-sufficienc¥ in 
local manufacture and the substitution of imports by locally produced items." 

As with Caltex the details of Mobil's military dealings with the govern
ment are ahrouded behind the Official Secrets Act. But the crucial impor
tance of oil, and the consequences of that importance are interestingly clari-

·- fied in a legal opinion obtained in response to requests for information a
rising out of the documents _published by the United Church of Christ indi
cating that Mobil subsidiaries in South Africa were heavily involved in break
ing Rhodesian sanctions. According to this opinion under the South African 
Official Secrets Act Mobil officials in South Africaare prevented from dis
closing "information about the details of transactions concerning oil in 
Southern Africa ••• such information (being) sought for disclosure to the Fed
eral Authorities." The opinion continues: 11The State would in any event 
be able to tender evidence that such information would be likely to be direct
ly or indirectly useful to an enemy. The opinion says "Oil supplies are the 
very lifeblood of the army, navy and airforce, and information in regard to 
the ~ources thereof, refining, storage, reserves and distribution, are of the 
utmost strategic importance to the State. It can accordingly readily be en
visaged that the South African Minister of Defense would allege that dis
closure of such information to the Federal Authorities is likely to be useful 
to an enemy." Later commenting on the likelihood of prosecution if Mobil 
S.A. communicated any information about the sources, refining, storage, re
serves, and distribution of petroleum reserves to Mobil U.S. for use by the 
Federal Government, the opinion continues to elaborate possible parameters 
of an offence. To secure a conviction information would have had to be pro
vided about what the Official Secrets Act refers to as a prohibited place, 
or. in relation to a contract made on behalf of the government. A prohibited 
place, the opinion explains includes "any work of defence ••• including any 
place used for keeping munitions of war •.• or for obtaining any ••• oil ••• of 
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use in time of war." The lawyers then continue: "As oil is absolutely 
vital to enable the army to move, the nav.y to sail and the airforce to fly, 
it is likely that a South African Court would hold that it (oil) falls 
within the definition of munitions of war." 

" ••• places at which oil is stored by or for the government and refin
eries where petroleum products are made under contract with or on behalf of 
the ·government, would be prohibited places as defined." 

Thus U.S. eil corporations have moved into a position Where they can 
take an active role in supplying the South African government with strategic 
materials, such as oil, and protect themselves from disclosing the nature and 
extent of their activities by invoking the South African Official Secrets Act. 

When it is remembered that the main war that the South African government 
is engaged in fighting is a war against its black population the enormity of 
this situation becomes clear. 

Mobil, in its testimony claims that it conducts its business in South 
Africa in such a way as to make a "positive contribution to improving the 
quality of life in that country for its employees of all races." The major 
concrete example of its quotes of the execution of its good intentions is its 
employment policy. But despite the length of the testimony Mobil avoids 

·giving any clear figures on employment, playing a complex game of combining 
old absolute figures with new percentages. 

In 1974 Mobil companies in South Africa employed 3370 people, including 
1244 "non-white personnel". Of those non-Whites 94% are still in the lowest 
job catagories - tho Mobil prefers to out it the other way round: '~ile 
four years ago 2% of our black employees were in salary group· 6 and above, 
the beginning level of junior supervisory responsibilities, today 6.4% of 
our black employees are in salary group 6 and above. 11 There are of course 
no figures for how many whites are in salary group 6 and up! But however 
one writes the figures they show that less than 100 black workers have moved 
out of the bottom catagories of employment at Mobil - a poor exchange in 
terms of "progress" for the strength that is being provided by Mobil to the 
South African government. 

I.B.M. 

I.B.M. is in a rather special position in South Africa, in that it does 
not produce computers there, and is thus not an investing corporation in the 
way the 9il or Motor corporations are. Yet, because of its unique role in 
the provision of extremely advanced technology it assumes an importance which 
cannot be ignored. 

Having been subjected to considerable criticism for its operation in 
South Africa IBM has developed a set of answers to critics which illustrates 
the basis of its operation: 

1. The corporation does not make foreign policy; it will go anywhere 
the U.S. g.overnment allows it to. 

2. South Africa is a good market, it makes good business there to oper
ate there. 
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3. IBM can provide dignified employment. 

4. In addition it likes to argue that it does not reinforce the 
apa~heid system, althoug}:l it admits that it has not established any 
consistent set of criteria for determining who it will supply 
with comgu~ers, and also that it has no system for monitoring 
the en~ o~ a computer it supplies, nor any control at all over 
such end use. 

1974 reports estimated at least 1000 computers in South Africa, 40-70% 
being estimated to be IBM machines; there are 254 known installatio~ the 
majority of the wide ranging 360 series. 

If it makes good business sense for IBM to operate in South Africa it 
must be satisfying a serious need. Who then are the IBM customers? At least 
one third of all IBM busir.ess in South Africa is done directly with the 
government. The Department of Defence has IBM Computers, so does the Depart
ment of the Interior, which adminsters all prisons (in which not only polit
ical prisoners, but hundreds of thousands of pass offenders must be kept 
track of). IBM continues to stress that it cannot be breaking the arms em
bargo because it does not sell arms - but it has sold to South Africa com
puters in the 360/65 series, and in Thailand the U .,S. airforce used those 
computers to co-ordinate bombing missions. IBM says its Defence Department 
computers are used for purely "non-military" applications - salaries (of 
the army), stock control, etc. It should not be necessary to point out that 
anything that increases the efficiency of an army has military implications. 

IBM has denied selling computers to operate the pass laws; but it has 
been reported to have sold computers to Bantu Administration Boards - the 
local administering agency of the aprtheid system. During the recent up
risings in South Africa Bantu Administration Board Offices and the records 
they contained were amongst the first targets of an angry population. This 
raises the serious question of whether with the help of an IBM computer those 
records were all centrally stored and will soon be in use again. 

Other users include the Council for Scientific and Industrial Research, 
the government agency for co-ordinating research in critical military and 
strategic fields, including the operations of the National Institute for 
Defence Research. Considerable wind tunnel and other military type research 
has been done under the wing of these agencies, leading to the development 
of the Crotale missile and other locally produced weapons. IBM states that 
its computers have not been used for any such research •. 

The Atomic Energy Board also has an IBM computer. This is the govern
ment controlled agency charged with the responsibility for all atomic/nuclear 
Eelated research, including the development of an enriched uranium process. 
It is impossible to overstress the importance of this type of work in South 
Africa's struggle to make itself indispensable to the "western" world. The 

_ability to produce enriched uranium, an ability that appears quite likely 
to have involved the use of an IBM computer, will give South Africa an im
portant bargaining tool in its dealing with energy hungry countries. 

Time is too short to deal with the various private users -- major indus
trial, mines, African Explosives and Chemicals·. IBM has been playing a 
critical role in enabling industry to expand rapidly, to deal with its pro
blems of skilled labor shortage by providing an alternative to the human being -
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the computer. The process of automation which is so closely linked to the 
introduction of computers will make it possible for the white power struc
tures to avoid having to train large numbers of skilled black workers, will 
make it possible to have rapid economic expansion which again excludes the 
blacks from hhe benefits of the use of their country's resources, and re
duces the need to concentrate blacks in towns, close to the factories. 
Thds in fact the computer becomes linked to the whole process of dispos
session of the blacks. 

As in the U.S., IBM in South Africa prides itself on being an "en
lightened employer 11 

••• but out of over 1000 workers something over 80% are 
still white. Yet really that is irrelevant. Even if the total 1000 IBM 
work force were well paid Africans, doing responsible jobs this could not 
be said to cancel out the other side of the equation - that by providing 
technology, knowhow, economic flexibility, IBM is ultimately playing an 
important role in supporting the apartheid status quo in South Africa. 

It is clear that the c§sts t~ tQe majority of the African people of 
continued US investment iW ~u~hw1f~1tfs strong support for the current 
regime - far outweighs the benefits. 

Many south African leaders, some now imprisoned have made their oppos
ition known. The people are moving s~nftly to a new position of intense 
confrontation with theys~u~hs~Ie~c~nand are rapidly rejecting the leader
ship of Bantustan chiefs and others they regard as "collaborationist". 

In that context continued U.S. investment in South Africa will place 
US corporat~ons and the US government squarely in the battle front against 
the black population. Th~e is no time to waste, US investment must be 
ended now. 

41 4fo 4fo 4fo 
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