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D. Conclusions

14 The consequences of effective sanctions

The analyses set out in Sections A-C have shown:

- that the South African economy is highly
vulnerable to targetted international sanctions;

- that by wielding effective sanctions a small group
of only six countries (USA, L, Federal Republic
of Germany, Japan and Switzerland) has the power
to chop through one of the apartheid regime’'s most
vital supports — its integration into the world
economy ;

b that as far as these countries are concerned,
effective sanctions would entail a fairly small
package of measures with negligible overall
negative effects on their own economies.

Rigorous application of any one of th¥ postible

measures in the fields of international credit, foreign

trade and the activities of foreign-owned companies in South

Africa would serve to destabilise the apartheid regime.

For example, a refusal to rollover South African loans
together with a ban on new money would swiftly push South
Africa into international insolvency and provoke massive
capital f#light, leading to a fiscal crisis of the state, a
cessation of investment and an exodus of businesspeople and
experts - in. all, to an irrecoverable weakening of the

apartheid regime.?

Following the readiness of Scuth Africa’s creditor banks to reschedule
South Africa‘'s foreign debts in 1986 and 1987, wittingly or unwittingly
contributing te the fact that Scuth Africa’s financial crisis did not
develop into a governmental crisis, effective sanctions in this sphere
would -have to consist if not in a revecation of the rescheduling
agreements, at least in a ban on new locans and a refusal to allow
rescheduling in the future.



The denial of new loans to South Africa combined with
effective sanctions by the six countries named above in the
fields of foreign trade and foreign investment (primarily a
ban on imports of South African mining products, and of
supplies of oil, capital goods and ‘security’ products
to South Africa backed up by the mandatory cessation of
operations by foreign firms in such key areas as mining,
eneragy, capital goods and bank{nq)wwould soon bring about

the complete economic collapse of the apartheid regime.

The imposition, even the credible threat, of these
governmental sanctions would, in turn, exert such a negative
influence on other economic activities with or within South
Africa that many companies would curtail or terminate their
South African operations simply on economic - as opposed to
legal or political - grounds. This would further shorten the

period through which the apartheid regime could survive in

the face of earnestly applied sanctions.

A combination of refusing credits, blocking foreign
trade and cutting or stopping production by foreign
companies would have two immediate effects on South Africa’s
apartheid economy:

- a cutting off of inputs (capital goods, energy,

technoloqgy) and sources of finance (export
receipts, profits, credits) which, combined with
access to cheap ‘black’ labour within the
apartheid system, are essential for the

reproduction of South Africa’s export-orientated
extractive economy;



= a ‘cutting. OFf+ of inputs (equipment, energi,
technology) and sources of finance (state
receipts, credits) vital for the functioning of

the state coercive apparatus required to maintain
the apartheid system.

The immediate economic effects of effective sanctions
on South Africa’'s population would be very different for the

white minority and the black majority:

- for the white minority, effective sanctions and

the consequent collapse of South Africa’'s
integration into the world economy — one of the
pillars of the apartheid economy - would rapidly

lead to a dwindling of their privileges and a
deterioration in their former high standard of

living. The intended political message for the
white minority would be - that the two pillars of
their affluence and privilege, apar theig “ and

integration into the world economy, can no longer
co-exist.

i for the black majority, the negative effects of
sanctions would, taken as a whole, be very minimal
indeed. In fact, by impeding the apartheid system
and ultimately rendering it unworkable, sanctions
would open the door to a much more hopeful
prospect for the black population.

This does not overlook the +dact that effective
canctions would mean job losses and unemployment amongst
those of South Africa’'s black majority population currently
in employment. (Conversely, sanctions would also enlarge the
‘scope’ for alternative employment oppor tunities 13 .
However, the basic economic and political structures of the
apartheid economy have been responsible for mor e
unemployment in recent years, and will continue to create

more unemployment in the future, than would be caused by any

of the possible short-term effects of effective sanctions.



Apartheid itself produces structural unemployment. The
unemployment figures are quite unambiguous (see A 6). Even
the Chairman of the Board of Barlow Rand ("the largest
industrial group in South Africa’) recently testified to the
incontestable causal relationship between apar theid and
unemployment when he observed:

... whereas the whites bhave been able to enjoy the
benefits of a free market economy for the last 38 years
of the national government, the blacks have suffered
under a ‘totalitarian socialism’. They have not been
able to make decisions or own land and start
businesses, sell their labour where it was needed or
occupy managerial posts without considerable problems.
Today, political and economic problems are (e}
interfused that the one cannot be resolved without the
other.=

- ebeni i ¢ wa

Refraining from applying effective sanctions will not
prevent a further steady rise in unemployment. Reducing
and ultimately eliminating unemployment can only be achieved
by dismantling apartheid, a task in which sanctions have a

vital role to play.

Qucted in the Neue Zircher Zeitung, Z6 July 19Bé.
(retranslated from German)



2. The implementation of sanctions

Sanctions in the spheres of international merchandise
trade, services and capital transactions can work. One
example is the generally successful monitoring of the COCOM
agreements, despite much greater difficulties, which ban the
export of ‘security’ related technologies from the West to
the socialist countries. A further example is the compliance
with the bans on imports, exports, loans, investments and
air traffic contained in the USA's Anti-Apartheid Act. I+
the six industrial countries on which sanctions against
South Africa ultimately depend had the politiqfl w?i} to
impose joint effective action against the apartheid regime,

and if they jointly monitored observation of sanctions and

punished breaches, then sanctions would be effective.

The case of Southern Rhodesia, which apparently
weathered international sanctions for a number of years and
was even able to record anmn economic boom - withih limits -
as a result of externally—-induced ‘autarky’ and import-
substituting industrialisation, does not prove the contrary.
At that time, Rhodesia‘'s minority regime could rely on
suppert from its .ally, South Africa, which itseldf had a
vital interest in the outcome. A common land frontier made
it easy to ship strategic items between the two countries.
For a long period Rhodesia could also rely on supplies of
oil and other essentials through a second neighbour,

Mozambique, then still under Portugese control.



South Africa is in a much less favourable position. Thé
var ious ‘special relationships’ which the apartheid regime
has with a number of overseas countries, including Taiwan
and Israel, would certainly not suffice to allow the long-
term evasion of effective sanctions implemented by the
leading industrial nations. Good relations with the main
western industrial countries are much more important | for
these ‘special’ countries than support for South Africa,
should there ever be doubt eor conflict. The S Apti-
Apartheid Act makes an apppropriate precautionary provision:
import controls will be imposed against any country which
breaches US sanctions against South Africa. Israel “has
recently succumbed to US pressure and announced a ‘cessation

of new contracts’ on arms supplies.

The +fact that objective economic constraints prevent
the front-line states from participating in sanctions
against South Africa to the degree that they would
politically wish is of virtually no consequence in the
prosecution of effective sanctions. Whereas the historically
inherited trénsport links through South Africa are of such
economic importance for the front-line states that they
could not afford any abrupt break in them,® conversely, for
South Africa, trade with these countries is so insignificant

in terms of size and composition that even a substantial

However, the high lcsses, damaace and penalties which the front-line
states csuffer at the hands of Scuth Africa should prompt substantial
economic assicstance from the Eurcpean Community.



increase in this trade would not seriously undermine the

impact - of any sanctions imposed by the industrialised

countries.

The prospects for a major ‘sanctions busting’® operation
by South Africa in merchandise trade, services or capital

movements should therefore be seen as very meagre.

Finally, given the politiecal will, it should not be
difficult to oblige foreign companies to cease their
operations in South Africa, at least in areas of strategic
import=nce for the apartheid regime. This could.be achieved.
through appropriate legal measures imposed by the main

industrial countries.

Again, there are precedents here. The US government
recently ordered the withdrawal of US corporations operating
in Libva. Despite the fact that this impinged on the
interests of very major US corporations, this was
implemented in a very short space of time. A bill is before
the US Congress which would provide for the withdrawal of US
companies from South Africa (see Section C 1). Moreover, in
view of the above—-average profits® and rapid amortisation of

investments in South Africa, there are virtually no

Estimates from theUS Department of Commerce state that the average return
on capital invested by US corporaticons in Scuth Africa was 20% in 1980
and 137 in 1986 (cf. Nachrichten fir AuBenhandel, 7 July 19B7).



companies which could not easily absorb the consegquences of

a mandatory withdrawal.
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. The task of politics

A look back at the experience of recent years, even
decades, shows that a policy of pin-pricks - which has
mar ked the cautious approach of the western industrial
countries wuntil recently and which continues to do so from
the standpoint of the apartheid regime - makes very little
contribution to hastening what world opinion sees as the

long overdue end of the apartheid regime. Sanctions of the

type applied so far, poorly conceived and coordinated, hal f-
heartedly imposed and inadequately carried through, not only
achieve nothing but serve to indefinitely postpone~.cithes
demise of apartheid and simply prolong the discrimination,
oppression gnd exploitation of the majority of the
population of South Africa itself and South Africa’s
intimidation of, military threats to, sabotage within and

economic destabilisation of its Southern African neighbours.

The international management consultancy Business
International Corporation 5 on whiech ‘we have dr awn
extensively above, recently observed: ‘The white minority

regime is still supported by strong international political
and economic links. But these are slowly and perceptibly
weakening. '® The issue is,. however . to break these

‘international political and economic links’ not ‘slowly and

Business Internaticnal. 15 June 19B7, pn. 188. Business Iinternaticnal
was recently acquired by The Eccnomist.



perceptibly’ but swiftly and completely in order to end tﬁe

violent apartheid regime. This is the task and mission of
politics: more specifically, of a democratic politics which

is conscious of its international obligations.

Companies cannot be expected simply to withdraw
international economic suppert for the apartheid regime,
irrespective of whether the issue is that of economic
activities in South Africa or with South Africa. Companies
are driven by economic, not political. criteria. They use
particular political congitions, react to changed political
circumstances and naturally seek to change the{: Do}i}igﬁ}
environment, not for political objectives but in the pursuit
of their corporate interests. Companies can only be induced
to act in a politically desirable fashion - in this case,
terminating any operations which amount to economic support
for the apartheid regime - through binding political
instructions, not moral or political appeals. This adds
weight to the argument that the task of politics is to make

what specific contribution it can to the removal ot the

apartheid regime.

For Federal Germany, and the other industrial partners
ef BSouth Africa, this should initially mean at least
following the example set by the USA and removing their
suppor t for the apartheid regime in the manner set out in
the US Congress’s sanctiéns legislation. Political reason

also requires that the <small number of industrialised
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countries on which the success of sanctions ultimately turns

should move to coordinate their efforts against the
apartheid regime and, following the example of the
Scandinavian countries, impose uncompromising sanctions

which deny South Africa access to the world market and

exclude it from the international division of labour.

Democracy entails acting to shape policy and politics,
It is therefore a political duty of those forces which feel

solidarity with the oppressed majority in South Africa -

trade unions, the churches, the institutions of public
opinion - to exert pressure to achieve a breakthecough .which,.
along with the non-violent method of sanctions, will

contribute to bringing an end to a regime built on violence.

A politics of reason must possess a basis in power.

Sanctions alone will not suffice to replace the
aparthéid regime with a more humane democratic alternative.
However, economic sanctions can bring the apartheid regime
to its knees economically, and thus lend critical support to
the front of democratic forces in South Africa. Overcoming
apartheid is not only the precondition for a democratic
development of South Africa itsel4. It would also hold out
the prospect of peaceful development for Southern Africa as

a whole.
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D. Conclusions

1. The consegquences of effective sanctions

The analyses set out in Sectiones A-C have shown:

- that the South African economy is highly
vulnerable to targetted international sanciions;

- that by wielding effective sanctions a small group
of only six countries (USA, UK, Federal Republic
of Germany, Japan and Switzerland) hss the power
to chop through one of the apartheid regime’'s most
vital supports - ite integration into the world
economy ;

- that as Ffar as these countries are concerned,
effective sanctions would entail & fairly small
package cf measures with negligible overall
negative effects on their own economies.

Rigorous application of any one of tn¥ potEiIDleE

measures in the fields of internaticonal credit, <{oreiagn

tracde and the activities of foreign-owned companies in Scuth

Africa would serve to destabilise the apartheid regime.

For example, a refusal to recllever South African Joans
together with a ban on new money would swiftly push South
Africa into international insolvency and provoke masSive
capital 4light, 1leading to a fiscal crisis of the state, a
cessation of investment and an exodus of businesspecple and
experts - in all, to an irrecoverable weakening of the

apartheid regime.?

- R

Following the readiness of South Africa’s creditor banks te reschedule
South Africa‘s foreign debts in 1986 and 1987, wittingly or unwittingly
contributing to the fact that Scuth Africa’s financial crigis dic not
develop into a gpovernmental crisis, effective sanctions in this sphere
would -have te consist 3f not in a8 revoration of the reschedul:ing
agreements, at least 1in a ban on new lcans and & refusal to allow
rescheduling in the future.



The denial of mrew loans to South Africa combined with
effective sanctions by the six countries named sbove in the
fields of foreign trade and foreign investment (primarily a
ban on imports of Scuth Africanm mining products, and of
supplies of oil, capital goods and ‘security’ products
to Scouth Africa backed up by the mandatory cessation of
operations by foreign firms in such key areas as mining,
enerqgy, capital gocods and bankfﬂq).would soon bring about

the complete economic collapse of the apartheid regime.

The imposition, even the credible threat., of these
governmental sanctions would, in turn, exert such a negative
influence on other economic activities with or within BSouth
Africa that many companies would curtail or terminate their
South African operations simply on =sconomic - as opposed Lo
legal or political - grounds. This would further shorten the

period through which the apartheid regime could survive in

the {ace of earnestly applied sanctions.

A combination of refusing credits, blocking foreign
trade and cutting or stopping production by foreign
companies would have two immediate effects on South Adrica’s
apartheid economy:

- a cutting off of inputs (capital goods, energy,
technology) and sources of finance texport
receipte, profits, credits) which, combined with
access to cheap ‘black’ labour within the
apartheid system, are essential for t he
reproduction of South Africa’'s export-orientated
extractive economyj



- a cutting oif of inputs (eguipment,  energy,
technolegy? ang sources  of finance (state
receipts, credits) vital for the functioning of

the state coercive apparatus required to maintain
the apartheid system.

The immediate economic effecte of effective sanctions
on South Africa’'s population would be very di:fferent for the

white minority and the black majority:

- {for the white minority, pifective sanctions and
the conseguent cellapse of South Africa’'s
integration intoa the world economy — one of the
pillars of the apartheid economy - would rapidly
lead to a dwindling of their privileges and a
deterioration in their former high standard of
living. The intended political message for the

white minority would be - that the two pillare of
their affluence and privilege, apartheld ™ dnd
integration into the world economy, can no longer

co-exist.

- for the black majority, the negative effects of
sanctions would, taken as a whole, be very minimal
indeed. In fact, by impeding the apartheid system
and ultimately rendering it unworkable, sanctions
would open the doer to & much more hopeful
prospect 4or the black populsation.

This does not overlocok the fact that effective
sanctions would mean job losses and unemployment amongst
those of South Africa’'s black majority population currently
in employment. (Conversely, sanctions would alseo enlarge the
‘scope’ for alternative enmployment oppor tunities 1},
Mowever , the basic ecconomic and political structures of the
aparthesd economy have been responsible for more
unemployment in recent years, and will continue to create

more unemployment in the future, than would be caused by any

of the possible short-term effects of effective sanctions.



Apartheid iteelf produces structural unemoloyment, The
unemployment figures are Quite unambiguous (see A &). Even
the Chairman o+ the Board of Barlow Rand ("the largest

industrial group §in South Africa’} recently testifipd to the
incontestable causal relationship between apartheid and
unemployment when be observeg:

«..Whereas the whites have been able to enjoy the
benefits of a free market eccnomy for the last 3B years
of the national government, the blacks have suffered
under a “totalitarian socialism’, They have not been
able tc make decisicns or own Jland and start
businesses, sel) their labour where it was needed or
OCCupy managerial posts without consicerable problems.

Teday, political and economic problems are =¥
interfused that the ore canneot be resolved without the
other.=

Refraining from applying effective sanctions will not
prevent a dJurther steady rise in unemployment. Reducing
and ultimately eliminating unemployment can only be achieved
by cismantling apartheid, a task in which sanctions have a

vital role to play.

Quoted in the Neue Zircher leitung, -6 July 1%89&.
(retranslated from German)



2. The implementaticn of sanctions

Sanctions in the spheres of internaticnal merchandise
trade, cervices and capital transactions can work. One
example is the generally successful monitoring of the CDCDM
agreements, despite much gresater difficulties, which ban the
export of ‘security’ related technologies from the West to
the socialist countries. A further example is the compliance
with the bans on imports, exports, loans, investments and
alr traffic containec in the USA's Anti-Apartheid Act. I+
the six industrial countries on which sanctions against
South Africa wultimately depend had the political wii} to
impose joint effective action against the apartheid regime,

and if they jointly monitored observation of samctions and

punished breaches, then sanctions would be effective.

The case of Southern Rhodesia, which aoparently
weathered international sanctions for a number of ysars and
was even sble to record an economic boom — within limits -
as a result of externally-induced 'autarky' and import-
substituting industrialisation, does not prove the contrary.
At that time, Rhodesia’'s minority regime could rely on
support from jte ally, South africa, which itsel$ had a
vital interest in the ocutcome. A common land frontier made
it easy to ship strategic items between the two countries.
For & long period Rhodesia could also rely on supplies of
oi]l and other essentials through a second neighbour,

Mozambigue, then still under Portugese control.



South Africa is in a much less favourable position. The
various ‘special relationships’ which the apartheid regime
has with a number of overseas countries, including Taiwan
and lsrael, would certainly not suffice to a)low the long-
term evasion of effective sanctions implemented by the
leading industrijial nations. Good relations with the main
western industrial countiries are much more important for
these ‘special’ countries tham support for Scuth Africa,
shcoculd there ever be deubt or conflickt. The US Ant:-
Apartheid Act makes an appporopriate precauticmary provision:
import contreols will be imposed against any country which
breaches US sanctiens against South Africa. lsraél™ ™ ‘ha¥
recently succumbed toc US pressure and anncunCeC a cessation

of new contracts’' on arme supplies.

The fact that cbjective economic constraints prevent
the 4front-line states +from participating :in sancticns
against South Africa %o ths degree that they would
politically wish 1is o¢f virtually ne cornseguence in the
prosecuticon of efiective sanmctions. Whereas the historically
inherited transport links through South Africa are of such
economic importance for the front-line states tha£ they
ctould not afford any abrupt break in thsm,=® conversely, for
South Africa, tracde with these countries ic so insignificant

in terms o4 siz2e and composition that even a substantial

However, the high losses, damaoe and penaltics which the front-line
states suffer at the hands ¢f Scuth &frica snould prompt substantial
economic assystance from the Eurcpean Community.



inrcrease in this trade would not sericgusly undermine the

impact of any sanctions 1imposed by +the industrialised

countries.

The prospects for a major ‘sanctions busting’' operation
by South Africa in merchandise trace, services or capital

movements should therefore be seen as very meagre.

Finally, given the political wjll, it should not be
difficult to oblige foreign companies to cease their
operations in South Africa, at least in areas of strategic
importance for the apartheid regime, This coulc_be aschieved,
through appropriate 1legal measures imposed by the main

industrial countries,

Agsin, there are precedents here. The US government
recently ordered the withdrawal of US corporations operating
in Libya. Despite the fact that this impinged on the
interests of wvery major US corporations, this was
implemented in a very short space of time. A EBill is bedore
the US Congress which would provide for the withdrawal of US
companies 4rom South Africa (see Sectien C 1). Morecver, in
view of the above-average profits® and rapid amortisation of

investments in South Africa, there are wvirtually no

Estimates from thevs Department of Comamcrcoe stale that Lhe average return
on capital invested by US corporations in South Africa was 7Z0% in 19E@
and J3Z in I9E6 (cf. Nachrachten fur AuBenhandel, 7 Juiy 19B7).



Companies which could not easily absorb the conseguences af

a mandatory withdrawal,

b i R



I. The task of politics

A look back at the experience of recent years, even
decades, shows that a policy of pin-pricks - which has
marked the cauticus approach of the western industrial
countries until recently and which continues to do so 4rom
the standpoint of the apartheid regime - makes very little
contribution to hastening what worle ccinion sees as the

long overdue end of the apartheid regime,. Sancticns of the

type applied so far, poorly conceived and coordinated. hal -
heartedly impesed and inacdeguately carried througn., not only
achieve nothing but serve to ndefinitely pestoors..the
demise of apartheid and simply preolong the discrimination,
oppression gnd exploitation of the majority of the
population o4 South Africa iiself and Soutn Africa’s
intimidation <f, military threats to, sabotages within and

economic destabilisation of its Southern African neighbours.

Tne intermational management corsultancy Business
International Corporat:ion on which we have dr awn
extensively abocve., recently cbssrved: ‘Thne white minority

regime is still supported by =strong internaticral peolitical
and economic links. EBut these are slowly and perceptibly
weakening. '® The issue 1is, however , to break these

‘international political and economic links' not “slowly and

Pusiness Internaticnal. 15 June 1987, p. 188. Eusiness International
was recently acquired by The Eronomist.
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perceptibly’ but swiftly and complete)ly in order to end the
violent apartheid regime, 1his is the tssk and micssion of
pelitics: more specifically, ot a demccratic politics which

is conscious of its international obligations.

Companies cannot be expected wimply to withdraw
international economic support for the &partheid regime,
irrespective of whether the issuep 18 that of econcmic
activities in South Africa or with South Adfrica. Companies
are oriven by economic, not political, criteria. They use
particular political conditions, react to changec politicsl
circumstances and naturally seek to change the{: Dolif5Eﬁl‘
environment, not for pclitical objectives but in the pursuit
of their corporate interests. Companies can only be inducsd
to act in a pelitically desirable {fashion — in  this case,
terminating any operaticns which amount to economic support
for the apartheid regime - through binding political
instructions, not moral or political appeals. Th:s aocs
weight to the argument that the task cf politics is to make

what specific contribution it can to the removal of the

‘apartheid regime.

For Federal BGermany, and the other industrial partners
of South Africa, this should initially mean at least
{ollowing the example set by the USA and removing their
support for the apartheid regime in the manner set out in
the US Congress’'s sanctions legislation. Political reason

also requires that the sesmall number of industrialised



countries on which the success of sancticns ultimately turng

should move to coordinate their efiorts against the
apartheid reqime anc. fellowing the example of the
Scandinavian Countries, impose uUncompromising sanctions

which deny South Africa access to the world market and

exclucde it 4rom the internaticnal divisien o+ lakour.

Democracy Bntails acting to shape policy amc polit:ics.
It is therefore a peolitical duty of those forces which fer)
solidarity with the Oppressed majority in South Africa -
trace unions, the churches, the instituticns of oublic
opinijon - to exert pressure to achieve a treakthoouch .which..
aloeng with the non-=viclent metnsyd of sanctions, wil]l
contribute to bringing an enc to a reginme built on vioclence,

A politicse ¢4 reason Must POsSsEsSE a Sasis in Dower.

Sanctions alore will not suffice to replace the
apartheid regime with a more humane demccratic alternative.
However , economic sanctions can bring the acartheid regime
to its knees economically., ans thus lend critical support to
the front of democratic farces in South Africa. Dvercoming
apartheid is not only the precondition for & democratic
development of South Africa itseld. It would alse hold oui
the prospect of peaceful development for Southern Africa as

a wheole.




