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1.1 DEFINITIONS

The words *participative” and *management’, when combined, raise hackles for all kinds of
~ reasons and from a variety of perspectives - right, left and linguistic, so it is as well to begin
on a definitional note. To start from the terrain where, in South Aftica at least, the term and
the thought behind it has met with greatest resistance: the trades unions. For many from this
milien, these words form a obfuscatory smokescreen in which the adjective seduces with
~ promise, but the noun ensures the a disappointing result. Together they are seen to denote a
range of practices associated with the "emasculation’ of organised labour, from co-option to
mass refrenchment. On the one end of the scale participative management entices workers to
identify with the company rather than the union. On the other, it belongs with those US-
imported nuggets of business jargon - ’lean but mean’, *downsizing® and *rightsizing’ - as a

root *~ redundancy.

From business there has been a more varied response. For those who advocate a robust
version of the *managerial prerogative’ and who claim an allegiance to the dryer tastes of neo-
liberal economies, it is a term often viewed with some suspicion - at best as a centradiction
in terms {management, by its nature, being a top-down affair); at worst as a dangerous sop
to labour which confuses power relations on the shop floor and creates false expectuﬁons
which tend to spread to other cqmpanies. It is & term often associated with another choice

word which emerged from the business milien: *stakeholding’, and in the minds of many



within the business sphere (particulacly in the United States and Britain) this conjures up
images of increasing the institutional power of unions and consumer groups at the expense
of shareholders and their managerial representatives, and thereby placing impediments in the
way of free markets. At a political level, it has recently become associgted with 2 key plark
of the Labour Party’s policy in Brifain, and & more peripheral aspect of the Democrat
economie platform in the United States, On the other hand, there was a mmonty within the
world of business manﬁgement who viewed the term with some distaste because what it
suggested did not go fuc énough. Fc ijostance at PG Bison, the main case study bere, the
strategists of that company’s *in-house change process’ eschewed the notion of participative
management, arguing that the word *management’ raised the inappropriate spectre of power
hierarchies, and favouring instead the more free ranging *participative processes’ which, they
claimed, broadened the notion of part_icipation. beyond the confines and control of
management, particularly when combined with a vigorous approach to building a *stakehelder’

company’.

For anyone trying to anaiyse the ferm, it is worth noting from the start that *participative
management” is, like so many pieces of jargon, not Ieast_ﬁ'om the world of business, an
amorphous animal - useful because it is vague, sounds pleasing and can be attached to all
sorta of practices which at first blush might seem to be uneasy bed partners. Quite aside from
any grammatical eyebrows it might raise?, it evidently means different things to different
people, particularly within different rational contexts and at different fimes. And even where
similar participatory practices exist across national and cultural boundaries, they can be
applied within industrial relations systems with apparently confrary emphases - quality circles,

for example, are used in ’right-sized’” US firms and in job-for-life Japanecs firms, among



others, Yet the term is not entirely vacuous. It denotes a range of conditions about which there
is & lo0se common currency inte, sationally, and which, in South Aftica, arrives with a set of
contiotitions which are easier to collate. While there are a number of other terms with similar
meanings - ’ewployee participation’, ’worker participation’, ’workplace democracy’,
’stakeholding’, *participative processes’, 'co-determinism’ and the more generic term, *post-
fordism’ come to mind - ’participative management’ is the one most widely used in South
Afiica and which is best suited to the subject of this study, as is argwed below. So then,

participative management it is,

At the most basic level the term covers any practice invo}ving a broadening of the dimension
of management .beycmd the realm of the executive directors, and extending decision making, -
consultation and, in some instances, communication about decisions, on any issue affecting
the company and its employees, beyond existing parameters. In this sense it is a generic term
which, as Walker argues of the related concept, *employes participation’, exists whenever
. "those at the bottom of the enterprise hierarchy take part in the authority and managerial
functions of the enterprise.”” In similar vein Franham and Pimlott define it as covering all
"soeial and institutionz.tl deviﬁes by which subordinate employess, either individually or
collectively, become involved in ore or more aspects of organisational decision making™,
while John Viljoen defines it as invplving "the encouragement of employees to actively
participate in making and implementing decisions which will directly affect their jobs."* It
is significant that words like *take part’, *involve’ and even "participate’ do not, in themselves,
imply a power dimension. The obvious difficulty is that such definitions might be used to
cover the entite spectrum of cooperative and varticipatory pessibilifies in management-

. employee relations, It is therefore worth adding that the term has been used to denote some



recognition of the company as a community with a plmﬂﬁy of interests which extend beyond
those of the sharcholders, and a related recogaition of the legitimacy of the involvement of
employees in decision making processes, or even information sharing, in areas which have
traditionally been the prerogative of management. In this sense participative management
programmes are viewed as distinct from the process of cﬁllective bargaining (even though

they might be incorporated within collective bargaining parameters).

While employee participation has existed in various forms since the late 19th century, the
thinking behind terms like *participative management’ and *stakeholding’ began to take root
after the second world war in soms companies in the major industrial nations, 2 a result of
the combination of tecimological changes, particularly in production, the politics of the
countries involved, and new theorising over the function of management which are dlscussad
in more detail in chapters two and four. These changes tended to be aimed at broadening the
" basis of managerial decisioﬁ making, improving commmunication, reducing conflict and tapping
what is now so often called, *the gold in workers minds’ by involving them in problem
solving. It is & term which thevefore has broader connotations than *workplace democracy’,
in that it do=s not necessarily assume any particular power relation between management and
ordinary emplogees or their representatives, but it is narrower than the related term,
*stakeholding’ in that its focus is usually confined to the company level, and {o employer-
employee relations within it. Used in this loose way, it covers, for example, the customer
focussed *quality circles’ of *Total Quality Management’ first pioneered in Japan and Iater
applied in American companies, where ordinary employees are drawn into the creative

process. It also covers much of what falls under the banner of co-determinism within the



Western Ewopean model, such as the statutory works councils, involving representatives of

management and of the workers making joint decisions about the business,

Within a South African context it includes initiatives which offer employees a gre.ater decision
meking role within the company. These include representational forms of power-centred
participation (such as the appointment of worker directors), works councils, other methods of
worker representation on executive structures, company-wide negotiating structures such as
the workplace forums provided for in the 1995 Labour Relations Act and upgracied collective
bargaining forums., As Salamon pufs it, such practices can be referred to as "ascending
participation” because they involve attempts at protecting the interests of -employee.s "by
extending their collective influence into a wider range of decisions at the higher levels of the
organisation ...".* A parallel form of indirect but power-centred participation would arise
when there is employee involvement in setting the direction of .intema.l community
involvement or extetnal corporate social responsibility prograinmes, as wefl in empioyee
training and adult learning schemes. In the loosest sense, and when combined with other
dimensions of participation, it could also include forms of direct, financial parficipation such
as Esop and profit sharing schemes and even, in cetﬁin instances, productivity or performance

bonus schemes” which allow employees to share in the added velue they have helped create.®

The term also covers more direct but less power-centred forms of participation, such as those
aimed at improving communication between management and workers and between various
levels of employee and at creating a more open style of managzment (though improvements
in communication do not, in themselves, amount to participation, though could be constdered

as part of it when accompanied by other participatory structures), Among such initiatives were
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shopfloor problem solving forums, value-sharing groups, political education and discussion
programmes, information-sharing meetings and transparency strategies, Related io these were
structures aimed at creating a more participatory work -organisation (such as quality circles or
in-a-groups} - referred to by Salamon as "descending participaﬁon“ because "management
invariably initiates the development for ifs own purposes ... and, as part of the change, may
trausfer authority and responsibility from itself to the employees for a limited range of work
related decisions.”™ In this respect the increase in participation emerges in the implementation
than the conceptualisa_.tion of tasks. Douwes-Dekker makes the point that quality circles could
be considered either as direct or indirect forms of paftiﬁipation, depending on how they are
implemented. If part of a sirategy developed by a joint union-company forum, they could be
viewed as collective (indirect) innovations, while if established unilaterally by management
they could be categorised as individual (direct). In the former case, the direct participation
(through the individual worker’s role in the quai®ly circle) would arise as a consequence of

the indirect.®

The term ‘participative management’ could further be extended to cover managerial
programmes aimed at xmpmvmg the ahility of employees to participate in decision making
and to remove obstacles to this end - an addition of particular relevance in South Africa.
Examples here would include training programmes, literacy and numeracy schemes and even
affirmative action programmes - whin employees are invol@ in planning or runming such
schemes, Where ‘_chese are imposed on employees, however, they would fall outside of the
definition, but, as with information sharing initiatives, could still be considered o show
*family resemblance’ when accompanied by other, more clearly participative, suuctires. In

this regard it is suggested the term has a tendential element to it: practices introduced at South



African companies under its banner may well be taken for granted m companies in western
democracies, and woulci not attract such labels. Related to this consideration are the
dimensions of history and context. As is argued throughout th: course of this study, what has
become known as participative management in Soith Afirica emerged at a specific time and
for specific politically-reiated reasons. It was a phencmenon and not just a vague collation of
practices, and it is this which makes it worth taking seriously, and analysing in this way. Thls
still implies a broad working definition, but it is also a necessary one. At the outset its
purpose is not to as.;ume that the range of ménagcrial practices covered by this wide umbrella
are ’good’ or ’bad’, nor even fo copsider whether they represent new forms of control or
continuations of old ones, but rather to say that these are the paramete;ﬁ.set by the general
usage of the term. Whether employed in 2 positive or A pejorative sense, by unions or by

management, *participative management’ covers a diversity of practices along the lines set out
| above, and there is certainly something to be said for sticking with the *common’ usage of
terminology, notwithstanding its imprecision, rather than redefining (or parrcwing the

definition) of such a term.

1.2 PG BISON AND PARTICIPATIVE MANAGEMENT IN SOUTH AFRICA,

As argued in the course of this study the emergence of participative management in South
Afiica has been a political process as much as it has been an economic or cultural one (thoﬁgh
the boundaries between these realms are often indeterminate). The stimuli for different
companies embarking on the participative road were diverse and frequently convoluted, but
invariably had some of their roots in the country’s political situation, usually as a response

to the strictures which apartheid placed on the ability of business to function effectively and
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relate to its employees. The form taken, however, drew considerably from international
experience - particularly from Britain, the United States, Germany and Japan,!" While the
experiences of several South African companies are discussed in chapter five, including
Cashbuild, V;Jlkswagen SA, Nampak, Premier Foods, SA Breweries, Nedeor, First National,
Gencor and Escom, the primary case study here is that of PG Bison Limited which was one

of the first and most influential experiments of this nature, and was certainly the most overtly
| politicised in its content and direction. By way of infroduction it is therefore » | getting the
scene of what happened at PG Bison between 1986 and 1996, both because it is neceszary for
the chapters which follow, and fo illustrate from the outset how these developments
| represented a decisive breek from previous approaches to management, as well as how overtly
politicised this break conld be.

PG Bison Limited was created in 1986 out of three existing companies, PG Wood Limited,
Bisonbord Limited and Laminate Industries Pty (Ltd), which thereafter became subsidiaries.
It immediately became a leading player in the board production and distribution sector, with,
at the time, about 5 000 empléyees, five factories, and over 40 stores and distribution outlets,
Significantly, it was not a listed company, and, at the time, there was no controlling
shareholder, effectively giving the executive a higher than normal degree of auionomy. In
1987 the company embarked on its Total Productivity and Quality (TPQ) programme. In
common with most initiatives of this nature, it was launched ﬁs a prﬁject of the CEO (Leon
Coken), partly in response to the country’s political situation, which, Cohen felt, compelled
decisive action at the level of the firm to bridge the racial and political divides affecting the
ability of business to prosper. Describing the realisation he had come to in the mid-1980s '

about the need to reposition business generally, and his own business specifically, in relation



to the preva:hng socio-political forces, he stressed two factors; "1, the inevitability of change
through transformation from a white dominated society to a future of one country for all our
people and 2. the need to develop and implement creative initiatives fo reverse the

economically destructive route we are on™, If business was to prosper, it had to accept both |
of these points. "Be it self-interest be it fear or threat, the challenge we saw was that if we
did not increase the capacity of business to stay in business, then no matter whether all
concerned commenced right now a process of consultation toward real change, there would
still, in fact, be no worthwhile future to which we could look forward. ... We had to
acknowledge that both white and black had been suppressed, - the workplace had becorﬁe, for
Wﬁites, a means of controlling others and for blacks & means of survival, and neither were

achieving self-fulfiliment™®.”

The aim of this *change process’ was fo alter the relationship between management and
workers, and betwsen black and white employees, in order to produce a greater sense of
identity with the company goals. This was attempted through offering them a greater stake
in its performance, An essential dimension of this aim was to reduce conflict and, ultimately,
to improve productivity and to secure the long-term viability of the enterprise. The
*philosophy’ behind this was based on the stakeholder variant of phuralist theory, making its
mark within manageria} writings at the time. Shareholders, management, workers, customers,
and the wider community were viewed as being interdependent stakeholders in the business -

in confrast to the prevailing view in both business and labour cn‘cles which viewed
management as being an executive arm of the shareholders, with interests in competition with
or cantradiction to those of the workers and their unions. In a significant variation from much

of the more populist American writing on the subject, at PG Bison it was not just the



employees as a general category, but the trades unions spaciﬁcally, which were viewed from
the top as important stakeholders in the process, to be actively assisted in their work, though
this was not always carried out in practice. A key aim was to win the backing of ¢ : unions.
Other stakeholders included shareholders, management, the customers and the "community”
(both in the sense of the community of employees and their families, and the broader
community or communities from which the employees Were.drawn). The ideas forming the
~ basis of the TPQ model were drawn from a rumber of sources including writing on the
Japanese, American, German and Brazilian experiences, the impact of the experiences at other
South African companies and to & lesser extent, the influence of trades unions and various
political actors within the country at the time (though this inﬂuenoe. increased as the

programme progressed).

The fivst move was to create a new executive director’s portfolio, carrying responsibility for
implementing the participative programme. The position was given to an outsider, Christo Nel,
whose initial task was to win the support, or at least the acquiescence, of senjor managers,
whose politics ranged from Conservative Party (and at a lower level AWB) members fo
activists within ANC-aligned orgﬁ.lﬁsations. Among other things, this Senior Managerial
Development Programme involved ali the company®s directors and senior managers going to
Zimbabwe for three days to meot that country’s folitical and business leadership as well as
an ANC delegation, & year before the movement was unbhamned. The programme was then
lannched for the workforce as a whole. By 1990 nearly 4 000 black and white employees
were involved together in Value Sharing Workshops, which involved telling each other about
their social and political perceptions, and involved education sessions giving, among other

things, a potted history of African nationalism, Soon after the company introduced a variety
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of schemes, some short-lived and several unsuccessful, aimed at improving levels of
"horizontal’ communication and at moving away from the top-down style of line management
which had .previuusly characterised power relations. The most significant of these was a
system of "In-a-Groups", introduced with the intention of iuvolvix_:g workers and managers in
some production-related decisions and in day to day problem-solving at the work unit level,
as well as improving communication between black and white employees. In addition, several
Internal Commtmity Involvement"programmes were introduced in the late 1980s with the aim
~ of improving the ability of workers to participate in decision making. The key one was LEAF,
a company-wide literacy and nmummeracy scheme which the unions were ﬁlvolved in planning
and implementing. In 1991 the National Forurm was introduced - a structure similar in content
and aim to the Workplace Forums of the 1993 Labour Relations Act. Management and unions
participated together in quarterly national meetings, which formulated or moderated company
policy on “principles and values’, promotions, union representation, the appointment of full-
| time shop stewards, literacy and training programmes, housing, health and safety, corporate
social investment, restructuring, redundancies and job grading, among others, These operated
parallel to the existing system of collective batgaining over wages and aspects of working
conditions. Among the policies implemented from the laie 1980s was an embargo on
retrenchments (though not on redundancies) and z policy of never firing workers for taking
part in stayaways or other political activities. Partly as a result of these efforts, the company

did not have any strikes during the 10 years covered in this study.

At the same time, PG Bison positioned itself more decisively within the external political and
business milieu. It was the key player in the creation of the Consultative Business Movement,

and in its programmes, and Cohen, Nel, and others adopted a high profile activist role,
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.promoting *in-house change programmes’ with missionary mﬂ, regularly addressing business
apd ;olitical forums and ‘networking® with political leaders fiom various parties and
organisations. Several former ANC and UDF polifical figures were drawn into various
capacities in management, and eventually, in January 1994, Cohen announced his decision to
retire as CEQ in order to stand (and be elacted) as an ANC candidaie for the provincial
legislature - the first pfominent business leader fo take such a step. Both Cohen and Nel (who
left PG Bison in 1991 to set up similar initiatives at several other major companies), stressed
the relation between the external and internal dimemsions - particularly how the former
continually affected the latter - and saw the companys in-house change process as a way to
resolve problems rooted in apartheid, They argued their programme represented a substantial
tieparwte from previous methods of mmning businesses. For instance, opening the company’s
first National Forum of 1992, Céhen encapsulated his vision of a multi-racial consensus: "Our
jowrney really began in 1987 when we as managers began to realise that we had fo develdp
a new vision for ﬁurselves to develop and grow into the 21st century, ... Business is a small
microcosm of the country as a whole, and this journey will help determine the future of the
country, Business can prove that a multi-ethnic-cultural organisation can create growth and
opportunity which will enable it ultimately to succéed. -.- We must use our ability to arrive

gt consensus on as many issues as possible. That what the forum is about. It's no differemt

nl4

from the Codesa process.

Union officials also stressed the political dimension of TPQ and its significance for their
members, and, af times, its potential significance for the country more generally, For instance, _
Cohen’s grandiose vision can be detected in even more florid terms in the remarks made at

an earlier meeting of the Forum, by Ppwawu national organiser Elijah Masinga: "What we




have done here is not small. It is very big. We are makers of history, of the new South
Affice. Thir is not easy, We are pioneers of the new industrial order in South Africa. None
of us skould feel we are not making a coniribution. We look forward to the day when other
companies feel at liberty to copy whai we are trying to do here™ Soon after this,
participative management schemes, which were previously a fringe phenomenon among South
African companies, did emerge, some of them indeed “copying" aspects of the PG Bison
programme through retaining the services of Nel and his Itisa consultancy's. I-Iowéver, the
significance of the use of these quotes is less to assess thejr relation to reality, and more to
illustrate the phenological aspect of participative management (how, at least in this company,
it was viewsd as a clear break from previous managerial practices), as well as how overtly
politicised this could be within the South Aftican context at the time, This point is reinforced
by reference to the aitiiudes of some of the programme’s opponeﬁts at PG Bison. Take for
example the 1991 assessment of Petrus Esterhnizen, a production manager st Laminate
Industries, the subsidiary where TPQ was most advanced, on the attitudes of some of his
colleagues; "There are still a few ﬁlanagers who call it bullshit because they believe that if
you go into the system of participative management you are a kaffir boeﬁe."" Reflecting
a different comer of the political universe, Elias Monage, former Numsa organiser at the
company’s Alrode factory, said participative management was "a negative thing for the
workers", introduced to "undermine the trade ymions, coopt the ieadership and minimize the
militancy of the leadership.”*® Similarly, Sakhela Buhlungu, former Ppwawu assistant general
secretary, argued it was motivated by "an a.cceprtance that government will change and that,
to be on the safe side under a new government, the hosses will have to adapt to charging
circumstances.”” What is apparent from these examples is an acceptance that TPQ was

inberently political. In common with those viewing it in a rosier light, there is no disputing
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its potential significance, though from these perspectives it is seen as a dangerous

development,

Vhile the arguments about the politicisation of managerial strategy emerge most clearly from
the PG Bison example, thé}r also apply, usuully in a less conspicuous form, to most other
companies which embarked on similar programmes in this period (several influenced by the
experisnce at PG Bisou™), participative management programines have as yet only been
implewented in any coherent form at a minority of South African companies - something_
likely to change with the implementation of the Labour Refations Act, which became law in
Ncﬂrember 1996. In each of the examples discussed in chapter five, and several others), the
impact of overtly political considerations both in the prompting the launch of the participative _
programme and in influence its content and direction, is apparent. To take an example which
applied to each of these companies, the need to reduce shop floor racism and racial conflict
was widely recognised, leading to various anti-racist pmgramm&s for employees and, also io
programmes of affirmative action. Other factors common to several of the comj:anies inctuded
a desire {0 accommodate pressures from trades unions, the desire of some CEOs to position
their companies with a view w0 longer term political considemtioné, and a concern with

undoing some of damage to commumication and job skills created by apartheid education.

1.3 CONCLUSION

The exigency of South Afkica’s interpal political situation was a dominant factor in
influencing the attitudes and actions of managementis. This shaped the minds of individuals

within the executive siructures of companies and set many of the parameters in which they
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could ope.ate, thereby contributing to establishing the basis for the style of parnclpatwe
management which emerged in the 1980s. But the specific impact of international influences
was also considerable, Historically, the managements of many conipanies operated within a
frameworlk of thinking (as well as within 2 framework of company law and stock exchange
procedurs) appropriated from British fraditions. of *free market’ capitalism, antagonism .to
trades unions (though they hardly needed much foreign ideological assistance in this respect),
f an unfettered managerial prerogative with company executives being viewed as solely
icpresentative of the interests of the shareholders, and no one else. When the country’s
political pressures prompted a volte face in some of these respecis, it was to various
international precedents, via books, seminars and contact with overseas colleagues, that they
turned: drawing from the Americans, the Japanese (usually a5 interpreted - or misinterpreted -
by the Americans) and, in some cases, the Germans, as well as from each other, in applying,
. apting and altering their approaches, picking and choosing from the bazaar of international

options to create their *change processes’,

In this way South African participative management emerged from a decaying political system
and an industrial relations system which had passed its sefl-by date, While it drew from maﬁy
gources, it would be correct to generalise by saying that it was primarily an indigenous
business response {o & range of home-grown politicaily-rejated pressures and stimuli (though
each company had its own, idiosyncratic reasons for embarking on such strategies, and the
commonality of a broad politics! motive should not be emphasised to the exclusion of other
sources of ihﬂuence). 1t began to gel in the late 1980s to create something new, interesting
and siznificant and by the tum of the decade, the kinds of programmes pioneered at

companies like Cashbuild, VW and PG Bison, or at least aspects of them, were being applied
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and developed at & range of other corpanies like Nampak, Premier, Gencor, SAB, Eskom, |
Samancor, Mercedes, Nedcor and others, Managerial experiments viewed as risque and even
* dangerous a few years earlier became commonplace, and, in some industries, the norm
(though it is worth noting that many companies, including some of the industrial giants like
the Anglo-Amiericah and Barlows groups and the large financial institutions, tended to m %e
little more than token gestures in this direction). By the time of the 1994 election, which
sealed a political settlement to many of the conflicts which had helped prompt the drive
towards participative management, the process had, in some companies, Med its peak,
though in others it was just starting out. Since then, a change has become evident, On the one
hand key aspects of the previous decade’s drive gained even more momentum, In particular,
the inferest in affirmative action, and black managerial advancement more specifically, became
a practical imperative. Even companies like PG Bison which had previously eschewed
affirmative action as tokenistic, felt compelled to jump onto this particular bandwagon, though
by this stape they had been left well behind. Along with this came & preater emphasis on
training, literacy and adult learning programmes, as well as intetnal community involvement
initiatives. On the other hand there was a fall-off in the overtly political aspecis of the
participatory managerial package; in particular the political awareness and value-sharing
workshops for employees and the emphasis on reducing black-white conflict, In some
companies, there was also a reduction in the emphasis on other dimensions of the move
towards greater employee participation in decision malking. At PG Bison, the restructuring
programme led to an effective downgrading of ey aspects its TPQ package. One reason for
this shift is the more competitive environment which many industries have experienced since
the election. A result has been a preater stress on capturing markets and therefore by

improving product quality and service, and upgrading advertising and public relations budgets.
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With the downgrading of the political imperatives that prompted participative menagement
in the eighties and early nineties, the programmes at several companies have tended to shift
their emphasis away from employee relations and towards market position and customer
relations, though this is by no means a vniversal or absolute phenomenon. However, a
decisive mitigating factor in this regard is the arrival of the new Labour Relations Act -
| which, after a protracted battle between 6rganised labour and organised business, was settled
in December 1995, though only became faw 11 months later. Most significant in this regard
is Chapter Five of the act, which deals with t_he creation of workplace forums for consul_tation
between employers and employees, designed to promote information-sharing, consultation and
jﬁi.nt decision-making. In general, the idea is to promote coopefaiiVe relations between
managers and workers in order to enhance ﬂexibﬂiﬁ and efficiency and to reduce industrial
conflict?! The election of a new government, with strong roots in the union movement,
made possible this decisive shift away from the framewo: ¢ of previous Labour Relations
legislation which ha&'not attempted to encourage a partnership between capital and labour,
and, at best, had put into place limited mechanisms for conflict resolution. This appears {0
represent a new stage of a process which began with the experimentation by the managements
of a handful of companies, and their negotiations with organised labour to implement their

ideas, largely in response to the political pressures they faced.

The chapters which follow investigate this process from a number of different angles. In Part
One the macro context is examined. This is done by setting out the stall for an empirical
approach to the subject, by considering the shifis away from determinism in various branches
of social theory and then focussing on the realn of management and industrial relations

theory. From there two of the main influences of South African participative management
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are considered: the political and cultural pressures which ﬁere 2 major factor in prompting
the initial mo.ves by various managements in the direction of participative change
programmes, and the international managerial influences which played a significant role in
shaping the programmes ghosen, South African participative management is then discussed
more specifically, both by examining general themes in its development - political, economic
and culmral - and by examining the experience of various companies which have adopted
perticipative programmes of one kind or another. Finally, it looks at the post-apartheid state
of participative mansgenient, with particuiar reference to the changss in the Labour Relations
* Act. Part Two examines the experience of PG Bison. It begins with a picture of the business
before copsidering the influences wnd pressures which prompted it to launch its TPQ
programme. Thereafter the programme itself is examined - by examining its component parts
and how these changed over time and by considering the reactions of employees, managers
and sharcholders.
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PART ONE: THE INTERNATIO AND SOUT! CAN CONTEXT FOR

" PARTICIPATIVE MANAGEMENT |
CHAPTE:

THEQORIES AND FACTS

- 2.1 INTRODUCTION

Among the central questions to be Wd in this study is this one: why did a significant
number of South Africa’s CEOs and MD’s adopt participatory managerial programmes at their
companies in the late 19805 and early 1990s7 Several related questions arise from it: first,
what was the nature of the influence on these directors which prompted them down this path?
Hoﬁ, for instance, did the couniry’s political conflict affect their initiatives? Were fhere
significant pressures from trades unions to follow this root, or, alternatively, .wera they
motivated by the option of subverting their unions? Were there conflicts within the firms -
between black and white employees for instance - prompting them along this path? Was it a
quesfion of improving performance or responding to technological changes? What was the
impact of international developments - of new management *philosophies” and techniques and
new approaches to organising production? And to what extent can the genesis of the process
be attributed to the 'visions’ of a group of far-sighted cornpany executives? Second, what
options were available to these companies at that time, and what were their intentions in
following them? Did they aim to increase the involvement of their workers in the management
of the company, or were they merely trying to win a period of industrial peace? Was it a case

of cooling an overheated employee base, or offering safer channels for political passion, or



making a coniribution to social and political change? Or were they reluctantly pressured along
this path, without long term strategies? Third, what were the implications of the introduction
of participatory management programmes? Did they remain employer-driven and stay within
the bounds originally forecast? Or did union ur political prossures shift their focus? Did these
programmes achieve their initial goals of industrial peace, a reduction in racial tensions,
improved performance and a befter trained, more willing workforce? And did their initiatives
_. survive as long-term programmes or falter when new priorities emerged or when tﬁe country’s

political climate changed?

There is no single answer to the central question, nor to those following from i, becaﬁse one
is dealing with a wide spectrum of organisations and individuals, each with its own problems,
needs and _.logyncracies. One is therefore looking at tendencies, and by generalising, ordering
these according to commonality and sighificance. While there are other ways of approaching
the subject!, when dealt with in this way, one is already indicating an empirical analytical
slant beﬁause the approach suggests the prime task is to consider several is.sues rooted in an
assessment of fact and opinion. While this may he informed by considerations at a higher
level of abstraction (through drawing on whdt seems soplicable within the realm of social

theory), these theories are at best useful tools rather than the main issue of concern.

1t is here one needs to consider aspects of the umiverse of social theory; What is there to draw
from? Which tools are available? Are there auy overarching propositions about how the world
works which may ﬁelp to explain the phenomenon under consideration? These questions are
considered from two angles. In 2.2 the focus is on the changes within political, economic and

managerial ideology, particularly over the eight years since the fall of collapse of communism
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.began. The angle is one of assessing the impact of the. end of the Cold War in this respex?t,
with the main argument relating to its effect, when combined with pre-existing tendencies, in
reducing the scope, ambition of several major branches of social theory. In particular two
broad "schools" of thought rooted in 19th century concepts of human progress, are considered,
" both of which have considerable relevance for the subject at hand: Marxist political and social
theory and neo-Classical (or as it is now more commonty called, neo-liberal or supply "side)
economic theory. The purpose of this exercise is to establish the case for approaching the
subject with a degree of thearetical eclecticism and with an empirical bias. In 2.3 the focus
shifis to the specific consideration of how the adveny of varticipative management and the
posi-fordist industrial system from which it emerged, has been explained, both by managenal
industrial relations specialists and by trade unionists and their academic backers. Here the
work of the labour process school of theorists is considered in particular, mainly because of
its influence on the trade unjon side of the South African debate. Finally, in 2.4 the relevance

of the case studies chosen is considered with respect to their representivity.

2.2 THE END OF THE COLD WAR AND THE DECLINE OF IDEGLOGY

Within the two years at the tutn of the decade, the implosion of the communist world had
virtyally been concluded and the ideological certainties which dominated global politics since
the end of the second world war had evaporated. No longer were there two global power
blocs, hinged to competing ideologies, shadow boxing each other, doing their utmost, in their
different ways, to ensure that nations within their competing *spheres of influence’ remauwd
politically and economically compliant, as they had done throughout the 45 year Cold War.

‘The world was now safe for democracy, or so it seemed. With communism removed as a



primarily threat to liberal democracy and liberal ec.:onnmics, the first flushes of victory
promptéd a spell of triumphalism by the purveyors of the *New World Order® and for a
couple of years an international state of grace (in relative terms) seemed to exist. But this was
quickly followed by a morning-after global headache as the realities of the social and
economic problems, the nascent tribal conflicts, the suppressed religious and political tensions,
raised their invariably vgly heads,

Yet the poiat made by that most eloquent of triumphalists, Francis Fukuyama, remains valid:
that when set against liberal democracy on & world scale, "it is difficult fo identify plausible
ideological competitors, and there are few alternative institutional mangements that elicit any
enfhusiasm™ (although this offered little hint of the internal strains the existing liberal
democracies were under). The obvious competitors - tribalism and extreme nationalism®, neo-
fascism® a revived meo-Bolshevism® and even fundamentalist Islam’, are, despite their
| considerable successes, @able to provide a visbie alternative to Western capitalism or develop
a global appeal., A more serious competitor, Fukuyama arpues, is Asian pafernalistic
authoritarianisem, In most cases built around the moral codes and social and familial structures
of Confucianism, though he makes the point that this too is a regional phenomenon, and
concedes that it can co-exist with liberal democratic structures {as in Japan} as well as with
" semi-authoritarian states like Singapore and Malaysia® and dictatorship (China), His argument
is reinforced by the growth in the number of states based on liberal democratic principles,

particularly in Africa, Eastern Europe and Latin America during the first half of the 1990<".

Within advanced industrialised states, this new reality, in which the only global challenger to

liberal democracy was removed, had a profound effect on the nature and tone of political



discourse. In one swoop the justification fot the continued expansion of mllxtary industrial
complexes and inteliigence and security networks was removed, along with much of the
rationale for -arious ‘restrictions’ on liberal democracy the Cold War ostensibly
legitimised™. The left no longer existed as an alternati . to liberal democtacy, a reality
which forced several parties and governments of the right to look elsewhere for their source
of éppusiﬁbnal raison d’etre and, indeed, cohesion,! As the parameters of political deb;m
parrowed, so the nuances within these parameters, became more defined and hotly contested.
" The results have been incohesive, unpredictable and uncertain at the national party-political
level. In the US, a more aggressive turn to the right occurred, with the old, external e.nemy.
of communism making way for a more focussed identiﬁcation of internal enemies, combined
with a more virulent @Mon of the economic, moral and religious imperatives of the
previous decade, even though, in its more exireme forms, this remains a minority pursuit'?,
Within and beyond the US, there has also been a shift in the direction of freer markets,
pruned bureaucracies and iOWer taxes - developments accompanying profound changes in the
world economy znd increased public cynicism about government penerally, although the
American variant of the riphtward parn has not been mirrored in most other advanced
industrialised couniries, and indeed, in contrast to the 1980s”, several have shown Limited
tendencies in a different direction', while others have been marked by uncertainty and flux
of the unravelling of Cold War alliances”, with a common feature being the exposure of
larpe scale corruption, previously obscured by tlie consensus around secuxity during the Cold

Warlﬁ

But it would be facile to deduce fendencies in political discourse merely from assessing

whether patterns of perty-political dominance can be detected internationally. For one thing,
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the short-hard categories of political pigeon-holing no longer exist in the same forms as
previousl  wisa 's liberal’, “conservative®, *left’ and ’right’ have shifted. and have become
confused as players associated with one category adopt positions previously agsociated with
the opposing category, and therefore hei, alter the definition of the position itself'”. While
it may be correct to say that within what remains of the old definitions, parties of both left
and right have tended to move rightwards, the more significant point is that within the
narrowing poles of political debate in the industrialised democracies, the definitions that
seemed adequate in the Cold War era, no longer suffice, And the confusion has not merely .
been one of definition, A great deal that seemed set in stone within the framework of liberal
democretic politics and economics, is now more open for debate. In one sense it could be
argued that the end of Communism was not so much a social force in itself in changing the
world, as a catalyst for unveiling more deep-rooted social forces which the Cold War had
_ obscured. The end of communism as & global system opened »:ious debate in the West in
"areas previously considered sacrosanct or not taken seriously It also had an impact in the
| domain of political, cultural and economic theory, placing under particular strain those views
Which explained the world in terms of a coherent global logic or a single force running

through history.

The point here is that no social theory can flourish (nor, strictly, exist} without reference to
an empirical base - to the *real world’ - and this applies regardiess of ifs level of abstraction.
Where social facts consistently contradict key premises of the theory, it begins to become
discredited (though it might be argued that even outside of the religious domain there is no

direct correlation between belief and evidence). Certainly this relation between the reality and



the theories which claim to reflect it, can be demonstrated with regard to the fate of that most

ambitions of world views, Marxism.

2.2.1 The death of communism and rise of *stakeholder capitalism’

The decline of historical materialism as an analytical *tool’ within Western acadernia pre-dated
the fall of the Berlin_ wall, but it was this event and the series of after-shocks as the *domino
effect’ hit one Soviet bloc regime after another, that finished off its claim as a contender, As
Anthony Giddens put it: "Marx and Engéls are almost forgotten, consigned to the lumber
room of history, where they thought capitalism would eventually find itself.™ Western
Marxist and communist parties, including those avowedly anti-Soviet (with the quixotic -
exception of the Trotskyists), collapsed (or quickly changed their names, identities and
constitutions, along with their journals and newspapers), Their academic and public
reptesentatives either disappeared from view or re-emerged with lighter ideclogical baggage
and raach of what remained of the more militantly leftwing union leadership was swept away
by the changed infeliectual and political tide. One reason for this demise was the visible
failure (and in most cases disappearance} of socialism in virtually all its applied forms,
whether as variants of ' Actually Existing Socialism’ in the Soviet Union and Eastern Burope,
Chinese Maoism, Yugoslavian market socialism, African socialism, socialism in Africa and,
to u certain extent, what remains of the Cuban, Vietnamese and North Korean experiments'’,
Mar.sists may previously have been able to explain the failures and excesses of these regimes
in terms of anomalies, mis-appliéations of texts, or as something other than the genuine item,
but the speed of their implosion forced a profound crisis in what remained of the confidence

in the wnderlying ideology.
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While Western Marxists had once criticised communist regimes for their lack of democracy,
it became apparent that a curtailment of political democracy had been essential to their
survival for the very reason that they appeared unabl= to curtail economic choice, which was
the essence of the system’s rationale, while allowing genuine political choice. Beyond this
contradiction between political ¢ smocracy and economic compulsion, the economics of the
system could not be sustained without the state taking the place of the market (and therefore
the individual) - even when, in its later days, market reforms were cobbled onto the existing
forms of state ownership, Tronicaily, the last Soviet leader Mikhail Gorbachev, located this
problem in his final testament on socialism, when he noted that the main "shortcoming” of
“actually existing socialism" wag "ghove all the lack of inner stimuli for self improvement"
(which under capitalism, he noted, was the profit motive). The idea that a complex
economic system couid be organised by a single centralised force (the state) was disproved.
Beyond the military domajn, the system showed little capacity for ipnov.tion and for
advancing research and development and was unable to compete in any sustainable respect |
with the economies of the West. In contrast to Marx’s predication of the withering away of
the state, it was growing, both in its capacity as organiser of economic activity and as
suppressor of political dissent. [t absorbed a growing proportion of the. surplus produced,
thereby exacerbating a decline in living standards in most of these countries. The seeds of its
-destruction therefore lay less in the Cold War itself (though the arms race was cleatly a
contributing factor) and more in its own internal logie, or lack of it. What had once seemed
to be the great alternative to capitalism, was exposed as a brief and brutal historical

experiment which failed.
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But if the applit_:ation of Marxism in organising society did not delivered as promised, did this
necessarily negate Marxist analysis of capitalism? The answer seemed to be that the two were
not unrelated. A philosophical pillar of Marxism is the Hegelian notion of the dialectic: thesis,
antithesis, synthesis - where history is viewed as a conflictual, but ultimately coherent,
evoluiionary progression, from the pre-history of hunter gatherer society to the end of hi'story
where society is free from fundamental contradictions. However, unlike Hegel, Marx’s notion
of the dialectic is rooted in the material world, and more specifically in production, His social
theory begins with the belief that all history is the history of class struggle. Classes are
defined not as status or income groups but as a relationship to the means of production. Each
mode of production has two essential classes - one producing, the other owning and
controlling. This dialectic, found in the conflict between the contending claes, leads to a
fresh synthesis, in the form of a new, higher mode of production which contains its own
central contradiction which again is plaved out between the contending classes. In this way
capitalism is viewéd as rising, phoenix-like, out of feudalism. But it ton contains within it the
seeds of its own destruction, found in the coniradiction between the forces and the reiations
of production (the producing class - the workers - are increasingly alienated from ownership
of the means of production, while at the same time being collectivised in lazger numbers
through the expansion of the forces of production), At the point where the workers finally
shed their *chains’ and seize ownership of the means of production from the bourgeoisie,
capitalism is succeeded by socialism, which matures into communism - a classless society
where no fundamental conflicts exist, The dispossessed classes, as history’s agents, will have

fulfilled the society’s ultimate destiny.*'
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An immediate problem for those wedded to this system of thought came with the removal of
those who claimed to be furthest along this evolutionary road (the various socialist countries),
and the flaws in Marx’s prognoses it suggested™. This had a profound effect in prompting
a reasseasment of the basic principles. But the problems in this system of thought went deeper
them that. The empirical data on the progress of capitalism itself was contradicting Marxist
analysis in a way that went right to the root of his system of thought. To take an example of
signiﬁcance for the themes of this study: the increasing collectivisation of workers in large
factories as part of the concentration of capital Marx observed and predicted, could no longer
be said to apply in the last quarter of the twentieth century, In the.advanced industrialiéed
countries the opposite tendency existed; towards smaller concentrations of employees, cottags
industries, sub-contracting and divessificetion, and away from the deskilling of assembly line
production, with new computer and information technologies contributing to a decentralisation
of aspects of economic power.”® Moreover the centrality of production, and particularly the
producing class, within historical materialist thought, was thrown into question when applied
to social formations where production, and manufacturing in particular, was absorbing a
decreasing proportion of the employes base, relative, in particular, to the service industries,

History’s agents under capitalism - the industrial proletariat - were a decﬁhihg force.

This raised further questions about the applicability of Marx's production-related definition
of class, in that it was no longer clear precisely who, if anyone, history’s agents were. Even
in the industrial realm, the relationship between who owned and who produced becarme
blurred, as did the related distinction between intellectual and manual labour, which was a
dominant feature of capitalism uniil the early 1970s. Ore did not need to go to the extremes

of this view (as Peter Drucker did when he acgued that the means of production were now
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| litérally éwned by the workers because those means were in their heads and fingertips™) to |
acknowledge that in a growing section of industry, when it caive fo recruiting core employees,
it was intelligeie and imagination as much as *skills’, let alone manual labour power, which
- way being purchased, and as Charles Handy put it, "intelligence is a leaky form of
property"®, Witsy the emergerce of new forms of management, and the disappearance of
layers cf middle managers, there was also a blurring of the roles traditionally played by
workors and managers. This point is made Tom Peters when he wrote: "All jobs (in developed
countries at least) are fastbecox_rﬁng professional service firm jobs. Managers are disappearing.
*Workers’ are all becoming *managers’®. Too stark a formulation, perhaps, but certainly the
distinction between the two categories is no Ionger as clear as it once was, Purthermore,
within the Japanese industrial tradition, the individuals forming the top layer of management
are not swen 8s represéutatiVes of the owners (ﬁsually the financiers) but rather of the workers,
. and are rewarded accordingly”, raising questions as to whether owners and controllers of
the means of production should always be slotted into the same class category. In many cases
the idea of separate categories of owners and contfrollers on the one hand, and produéers on
the other, as the two fundamental classes, no longer applies as anything other than, at best,
a shaky abstract theoretical category. Bven if one extends such .+ definition beyond the realins
of production, the majority of people in the advanced industrialised countries would not fit
easily into either category, nor, for that matter into what Marxists, with great debate over
definitions, have termed the old or new’ petty bourgeoisie (though at times they might fit

into several or all of these categories).

With the working t_:lasé, by any definition, representing declining proportions of the

populations of industrialised countries, the notion of workers seizing control of the means of
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production to create a world free from exploitation moved from quaint to ridienlons, Marxist
class categories had become shifting and uncertain, and therefore .of declining utility as
analytical constructs or as a basis for political organisation®, This shift in intellectnal focus
copt:ibuted to ihe crisis of confidence among leftist formations in the West, which led to their
frther marginalisation as a discreet political form. Those remaining, point to the social
necessity for radical critiques and action, but have yet to find the analytical or poliﬁcal tools
for a remedy. As Goran Therborn acknowledged: "At this juncm.fe of history, after the
exhauostion of the October Revolution and the decline of the industrial working class, the
future elevance of the Merxiun dialectic of modernity has to be thought anew. If there is
anything valid in ideas about the processes of economic and cultural globalization, to separate -
.humanity between divisions of history and post-history makes no sense, On the wntrﬁry,
global interdependence and global chasms of misery and aﬁ]uence are simultaneously
growing, Polarisations of life chances, if not of rival powers, are building in the developed
metropoles tﬁo. A dialectical uuderstandmg of this unity of opposites is called for today,
hardly less than af the time of Karl Marx."® It is hardly worth adding that a firm basis for

such an _approach has yet to be discovered,

But it was not only Marxism and its political formations, which hit an identity crisis after the
Cold War. The ideas underpinning social democracy have also fell into disrepute, and, for that
matter, the spirited intellectnal revival of Keynesianism hes yet to find a viable political
sponsor after its stagflation-related demise in the early 1970s. While social democracy was
alwaj's an Opponent. of communism, at the same time its political survival was linked to it.
The origins of German social market theory and practic'e, and of social democracy more

genera!ly, lay both in opposition to fascism and communism and the accords and compromises
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of its heyday happened not so much on their own steam, but rather as a consequence of tﬁe
political and ideological conflicts of the Cold War, particelarly in Western Furope™, and it
was duting communism’s final decade that these accords lost their ¢urrency and began to.
unravel, partly because of the success of neo-liberal critiques of the operation of the welfare
state {as a result of their failure not only in aiding the creation of wealth but also in

successfully redistributing it, and also because of the growth of their bureaucracies.)

The previously unknown phenomenon of privatisation became a fait accompli in successfully
undoing tﬁe nationalisations which were part of the post-war social contract. The suecess of
monetarist policies in reducing worid inflation (albeit with a consequent falloff in real
© growth), the removal of barriers to international trade and the declining importance of nation-
states, removed many policy options which were once staples of social democracy, and which
wete also followed with less enthusiasm by conservative and Christian Democrat parties, The
withering of the state appeared to be coming nof through communism, as Marx and Engels
had predicted, but through a deepening of cawitalist relations, or more precisely, through the
globalisation of corporate power, the money markets and information technology. This
dilemma for social democrats - of where to turn their fire now that the statist option had been
removed - was ably expressed by a German social democrat Gerhard Schroder, who accused

his own party of trying to find artificial differences with their ﬂvals. "This seems to be
| connected with the disappearance of the old difference of systems, between capitalism and
socialism. I sometimes have the impression our party is looking for 2 substitute for the old
conflict of systems"", The more successful social democratic parties” tended to offer little
more at the economic level than running the existing system better than their neo-liberal

opponents, and in a slightly more equitable way™, but without tampering with fundamentals.
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The options explored by the left’s remaining political advocates ranged from communalism
to neo-Keynesianism, and often a combination of the two, but there was a recognition that
socialism and even the social democratic compromise had vanished from the political
equation. Alternatively, as with the British Labour Party, the terms socialism and social
democracy were tedefined to accommodate new réalities. Its advocates tended to talk of
igterest groups rather than classes, devolving power rather than cemtralising it, bllilajng
comomumity [ife rather than state institutions, and of redistributing opportunity, not income, and

they generally agree that the welfare staie required radical reform.

Neveriheless, underlying this jargon are conceptions of society and of the hm subject
within it, which diverge significantly from the neo classical economic approach, and even
more starkly from Marxism, Individuals are not viewed as agems of immutable historical
forces (such as the market in.IibemI economics, or social classes as in Marxism), and therefore
the notion of an inherent conflict between capital and labour, within the firm and society, is
‘rejected, and replaced by the pluralist notion of *stakeholders’ - all having their own interests
and sometimes their own comers to fight, but all reliant on one another. At the macro level
the market is viéwﬁ as a necessary but imperfect instrument for building an efficient
economy, with the national state accorded limitud interventionist economic roles - in, for
axample, training, labour relations policy and industrialisation sirategy, all of which tend to
be ansthema to neo-liberals. .n Britain, and the United States, some of these ideas have
coalesced into the notion of the ’stakeholder society’ - a term vigorously promoted by the
British Labour Party and other centre-left forums and trade unions™ as encapsulating a fairer,
more efficient society, and equally vigorously attacked by the Conservative Party and other

free marketeers as a form of corporatism which would allow greater power to unicns and
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other vested interest groups¥, and attacked by the what remains of the far left as at best
vacuous set of platitudes which offer no hope of a departure from the capitalist status quo,

and at worst a dangerous threat to working clasy interests™.

While the word ’stakeholder’ originated from American settlers staking their claims in the
‘West, the term ‘stakehblder company® was coined in its current context by American business
strategists in the Iate 1950s, and was used to promote the nofion of a company being an
institution containing reciprocal claims between those with a stake in its success. It gained
popular currency after it was advocated by Galbraith in his book, The New Industrial State,
first published 1967°%, when it was used to define the objectives of corporations more
broadLy than simply maximising their profits. The stakeholder corporation was an example of
capitelism with a social conscience, in which employees, suppliers, customers, bankers and,
in some cases, the *community’ were seen as legitimate players, alongside management and
shareholders. Altliough it was uﬁed more widely in the US during the 1970s and 1980s - often
by inanagers appealing to broader *stakeholder’ interests when irying to block hostile takeover
bids ~ it was seldom applied beyond the level of the corporation, nor packaged into any kind
of legislative programme, in the sense subsequently considered by the British Labour Party
and its intellectual backers. Today, it continues to be widely used at the company level - not
least by several major corporations themselves® - as well as by politicians advocating
legislative in the direction of securing profit sharing, iﬁcreased employee shareownership and
a more long-term approach to investment®, Tony Blair, for instance, advocates his vision
of the corporﬁtion as & community of interests. "It is surely time to assess how we shift the
emphasis in corporate ethos - from the company being & mere vehicle for the capital market

to be traded, bought and sold as a commodity - towards a vision of the company as a
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community or partnership in which each employee has a stake, and where the company’s

responsibilities are more clearly delineated," he said.*!

Burt the stakeholder notion has expanded beyond its original paramaters to be applied more
broadly to nation states and particularly the way thefr economies are structured - the core
motivation being that a society characterised by a high degree of social cohesion, where
everyone has a stake in its success, as well as by vigorous weaith creation, fends to be more
successful than one characterised by aggressive individualism. Blair stresses this dimension
of inclusiveness in macro economic thinking. "The economics of the cenire and the centre-left
today should be geared to the creation of a stakeholder economy which involves all our
people, not a privileged few, or even a better-off 30 percent or 40 percent or 50 percent. If
we fail in that, we waste talent, squander potential wealth-creating ability and deny the basis
of trust ﬁpon which a cohesive society - one nation - is built.™ At a policy level, however,
the rhetoric is not been accompanied by suggestioné of fundamental réstmcturing, even within
the capitalist framework, but rather by a shift in emphasis. Iis advocates are adamant it does

not imply a return to 1970s-style corporatism and public ownership, but instead, in rejecting |
unfettered free market capitalism, they talk in vague terms about *empowerment’, *community
building’, ’decentralisation’, *parmership* and giving individuals a °stake’®, In Britain,
where the idea is currently being advanced and opposed with most vigour, specific policies
beyond the realms of the company and the financial sector mentioned above, have gone little
further than advocating increased attention on education and training, and on reducing youth
unemployment, as well as a greater emphasis on broadening sccess to computer and related
technologies.** More generally there is a stress on the social context of markets, on the need

for strong conmmunities and a basis of trust in capitalism and on the obligations as well as

36



rights that the system implies for owners. As John Kay and Will Hutton put it: "The key
stekeholder value is inclusion, rather than the equality sought by the Old Left or the individual

autonomy stressed by the New Right."*

2.2.2 New challeripes to neo-classieal socisl theory

As illustrated at the party-political level above, the post-Cold War confiision of idaﬁtity, and
direction, while certainly most profound on the left, was not confined fo this pole. For if
capltallsm and liberal democ.mcy wete v1cton0us, the very fact of this victory opened these
systems to far morc intense navel gazing than was possible while thers was a communist
alternative to fight. The fault lines in conventional wisdom in a range of areas - from
constitutional politics®, to managerial theory" - were exposed to a far brighter critical
light. But it is in the failures of modern capitalism, and the theories advanced to explain them,
- that potentially the most signiﬁcaut challenge exists to the dominant force in late 20th century
Wesfem social analysis; the fuith in the rationality of the market and its ability to dispense
the greatest good for all, as well as the assumptions about human nature underpinning this

belief system.

While fiberal economic and political thought of the last {wo centuries may have been less
prescriptive than their socialist counterparts, they have also wrested 611 certain bedrock beliefs
about the direction of history and manki,nd’s social evolution, albeit with radically different
conclusions from that of Marxism. The notion of a train of history - that the development of
human society is not opén ended - can be detected in most of the major 18th century political

and economic philosophers. For Hegel, human progress was motivated by the desire for
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recognition as human beings (their sense of self-worth and status znd desire for astonomy as
free individuals), with the destination being the liberal state®. A less definifive variant of fhe
. notion that history has a destination, can be seen through the Anglo-Saxon liberalism of
Hobbes, who saw the process driven by enlightened self-interest - desire, combined with
reason®. One can detect similar &« mptions behind the thinking in the late 18th century of
the moral philosopher and founder of modemn economics, Adam Smith. His belief in the
*invisible hand® of market forces which, ultimately, benefit not only the selfinterested
enfrepreneur and worker, but society in general - and its corollary that any interference with
this self-regulating harmony would reduce society’s wealth - formed the basis for modern
economic thee«y™. In each case there is a belief in the logic of the market, in history as a
coherent process and in a destination of the common good - all deriving from the 17th centory
Newtonian conception that the laws of nature necessarily produce a natural harmony, which
is replicated in social affairs, In this view, as in Marxism, the human subject is, in essence,
an economic actor, though where it diverges from Marxism is in its focus on the market,
| rather than produciion, as the motor force in l:iistory. The objective interest of the individual
is to pursue the best bargain and act out his role as a bearer of these market relations which

ultimately have the effect of creating a society which operates for the best interests of all.

In similar vein, for Fukuyams, the most prominent of the modem Hegelians, the destination.
‘at the “end of history” (by which is meant that there would be "no further progress of
underlying principles and institutions becanse all the really big questions had been settled"™)
is Hiberal democtacy and the means of getting thére. is the combination of ’science’ (when
coupled with enterprise, through capitalism) and ﬂegelian 'recognition’, He first proposed this

thesis in 1989, arguing that a consensus had emerged throughout the world on the legitimacy
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of liberal democracy; that it had conquered rival ideclogies, ftom hereditary monarchy to
communtism and that it possibly constituted the "final form of human governmeni” and the
“end point of mankind’s ideological evolution”, and therefore represented the “end of history™
in that, from then on, hur-an progress was free from fundamental internal contradictions. ™
Drawing in 'particular on the Hegelian belief that the evolution of human society was not
opeﬂ-e.nded (in Hegel's view it also ended with the liberal state), he elaborated 611 this basic
thesis in his seminal book published three years later. His emphasis was on those elemsents
indicating rationality, order and direction, *All countriés undergoing economic modernisation
must increasingly resemble one another: they must unify nationally on the basis of =
centralised state, urbanise, replace traditional forms of social organisation like ﬁl'be, sect and
family with economically rational ones based on function and efficiency, and provide for the
universal education of their citizens. Such societies have become increzsinply linked with one
another through global markets and the spread of a universal consumer culture, Moreover the
logic of modern ﬁatural science would seem to dictate a universal evolution in the direction

of capitalism".™

This equation of capitalism, science, markets and progress, hes certainly not been
unquestioned since the collapse of communism, In particular, the hegemony of neo-liberal™
economics within Westemn acadeinic and governmental institutions during the 1980s, has come
under serious challenge from ideas based on variants of chaos theory, and, more prominently,
reo-Keynesian theories, as weil as from some remaining within the neo-classical tradition.
They have queétiuned not only the conclusions, but aiso the premises of what had become
conventiona! economic wisdom. It is notable that these challenges have only come to the fore

within the mote flexible intellectual climate that has existed since the fall of the Berlin wall.
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One reason lies again in that illusive commodity, *objective reality’. While there is an element
of truth in the cliche, *facts are always open to interpretation’, it is also irve that a
preponderance of facts of a particular kind will add weight to one interpretation or another.
After two decades of monetarist policy, not only in the advanced industrialised nations, but
also in its exported versions in Chile, Tsrael, Poland, the Czech Republic and in Russia, as
well ag, by osmosis, in numerous other states including South Afiica, some 6f the.results are
in and they are not all flattering to the theoretical assumptions from which the policies were

derived.

In most countries where neo-liberal, and specifically monetarist, economic theray was
vigorously applied, there was a failure to deliver on the key promise of combining low
inflation with steady growth and manageable unemployment levels (and thereby reﬁrting. the
Keynesian argument that there is, indeed, a necessary trade off between the two), let alone
fulfilling fiscal promises such as reducing overall state expenditure, cutting middle class taxes
and, most particularly balancing budgets, And, in some couniries, public faith in the inerits
of privatisation and deregulation was undermined by the social consequences of these policies,
in terims of education, welfare services;, crime control, public health and environmental well-
being.* While inflation was reduced globally, particularly in those countries pursuing tight
monetary policics, the supposed corollary of a steadily growing economic ’cake’ from which
all could draw larger slices did not materialise in much of the Western world. The case for
a link between inflation, fiscal policy and the general level of econcmic activity, which
monetarists deny, was bolstered™, Instead of sustained stability, boom and bust cycles
continued through the 1980s while in the 1990s low inflation has been combined with low

rates of growth. Furthermore, the promised ’trickle down’ of wealth from top to bottom did

40



nut happen for those on the lower rungs of the economic ladder, In fact in those countries
most assertively pursuing a neo-liberal economic agenda, the gap in wealth between rich and
poor grew considerably, partly as a result of reduced taxes for the rich and reduced welfare
benefits for the poor”. A centra] argument of supply side economics is that savings and
investment would be boosted by reductions in the top bracket of income tax. But thix did not
oceur, particularly in the US where investinent as a proportiun of the GDP remained consﬁnt
and personal savings declined, despite substantial cuts in income and corporate tax since
1980.*® One reason was that the middle and working classes had to shoulder an increased
share of the tax bur&en”, and were therefore less able to sustain previous rates of savings
and of éonsnmption, leading to a decline in growth rates.‘b Moreover, in most advanced
industrialised states, and particularly in Western Europe, unemployment levels rose weil above
the levels experienced in the 19705, It would be overstﬁt_ing the case to blame this situation
purely on the neo-liberal economic agenda which dominated the 1980s%, but this experience

undoubtedly diminished the confidence of many economists in monetarist orthodoxies.

Another challenge to neo-liberal economics has come from the greater focus on the Eastern
economies, and particularly on the successes of the Asian Tigers’, which in several respects
have followed economic models at variance with the supply side formula. The Western
political right has tended to comu.ntrate spprovingly on some of their authoritasian
dimensions®® as well as on the fiee irade policies and low levels of regulation and
taxation®, which are seen as driving the imipressive growth process. But the économic
element seized upon by neo-Keynesians and acknowledged by some of their critics is the role
played by the siate and cultural institutions in fostering rapid economic growth, The

governments of all the East Asien economies other than Hong Kong, and most particularly
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Japan, have adopted policies of sustained, aggressive and detailed industrial planning, export
and import management, credit allocation and other forms of *intervention’ (albeit with lower
taxation levels and public spending than most OBCD countries®), and therefore their -
sustained growth at rates far higher than the OECD average® cannot be seen as representing
a triumph for supply side capitalism®™. In the face of such evidence, even the former neo-

Iiberal triumphalist Fukuyama shifted in the direction of economic and political relativism and
against the traditional neo-classical economic view which concentrates solely on markets in
considering the conditions fo.r economic performancé. Rather reluctantly he accepted that in
certain cubtures, such as Korea and Japan, staze intervention can contribute to economic
success™, "Orthodox neo-classical economists say the market is everything and that the State
always produces inefficiencies, What is missing from this debate is an awareness of culture,

The issue is; in what cultures is the State necessary and effective?®,

But the differences from the Western model of development go bejond economic policy.
During the Cold War, Japan and the Asian Tigers and cubg, were often seen simplistically as
patt of the Western system, leading to an underplaying of their cultural, economic and _
political differences with the Western democracies. More recently the differences have been
stressed. As Martin Jacques observed of Japan: "It has reached modemity and acquired its
characteristics, but it ren.ains distinct. .... It has succeeded in assimilating Western ideas and
practices while retaining a strong sense of self, aided, of course by the fact that it has never
been colonised, In the relaiionship between group and individual, the emphasis on education,
the plaﬁe of the family and the nature of the political system, Japan differs markedly from the
West. Modernisation has not been synonymous with Westernisation."” I'uknyama saw more

profound similarities between Japan ﬁnd the United States, and placed grester stress on the
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differences between Japan and the Asian Tigers”, but, by 1995, he was making similar
- noises with reference to the enltural ¢component in economic affairs: essentially that modernity
depends on pre-modern sources of social capital (though he ignores the evidence that in most
successfiul modern societies the two tend to work against each other). Drawing on ‘Weber’s
studies on social and ethical habits and religious codes in the emergence of capitalism in the
West™, he empﬁasised the social virtues® derived from pre-modern communily and family
structures in the development of capitalism, in the US (where he says this social capital is no
longer bemg renewed because indjvidualism is winning out over more collective forms social
extstence), in Japan and the Asian Tigers. His point is that economic astivity is not carried
out by individuals, but by people acting in association, whether in smafl groups or large
ofganis'ations, and that this c00perétion depernids on shared values, which emerge more from

culture than the economy.™

The relevance of this for the issue at hand is that it indicates a diminution in faith in the
market to produce a linear trajectory in terms of social and political systems, an awareness
that the state and other non-market forces can contribuie fo economic prosperity and an
acknowledgement that economics is, in essence, a cultural discipline, Partly as a result of this
openness to the economic lessons of the East Asian success story, as well as from some of
the failures of Western economic policy outlined above, and the consistent failures the
| forecasts of economists, some of the certainties of monetasism and neo-liberalism - that
economies are inherently self—reghlating, that governments have no role to play in stabilising
output at the macro I»ve] and their sole economic function is to control the money supply and
balance the budgets, and that there is no such thing as involuntary unemployment - have come

under attack in a way that seemed unlikely in the late eighties. This point is well made by
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Hutton: “Thé flaws in free-market theory are not more widely recognised because the
twentieth century, at least until the collapse of the Soviet Union, has been riven by great
ideological competition. Part of market theory’s job was to offer a view of capitalism at least |
a8 rogy as that offered of a planned economy by Marxism. If socialism claimed to know a
_route to wealth, freedom and human happiness, then free-marke capitalism - as long as it
conformed to the dictates of free market theory - could do better. Wiih the collapse of
commumism it is possible to argue that capitalism does indeed need to be managed and that
wealth creation is a social act - without being labelled a communist subversive. At the very -
moment of capitalism’s greatest triumph there is a crisis in ity dominant theory and a reneWed

willingness to examine alternatives,™"

This has prompted a drive to return to basics and examine the pkilosophical paradigm of neo-
classical economics, which is based on a view of harmony, both in nature and in social affairs.
Its underlying assumption is that the economic world is governed by the same laws as the
natural world, and if not interfered with, will achieve the sane harmony. Aside from this
fallacy, the fz_ni'rh of neo-classical economists in natural economic harmony, universal laws and
predictable behavior, has long been subject to vigorous conieniion - perhaps most prominently
by Keynes. Wiﬁout getting onto his prescriptions about the multiplier effect of increasing
investment™ and its impact on unemployment™ - it is worth stressing how central the
notion of uncertainty was to his theoretical framework. He argued against the view that the
future can be predieted according to mathematical formulae. "Human decisions affecting the
future, whether personal or political or economic, cannot depend upon strict mathematical
expectation, since the basis for making such _calculations do not exist,” he wrote, noting that

in making economic decisions human beings often relied on "whim, sentiment or chaure."”



His theory stresses that the existence of money and of production in the modern capitalist
economy, means that it has completely different, more complex, less predictable and more
uncertain motions than the barter economy of n¢o~classical fantasy. "We have only the va,.- 2st
idea of any but the most direct consequerices of our acts ... our knowledge of the futuré is

fluctuating, vague and uncertain”, he wrote,”

In the late 1980s and 1990s a new wave of neo-Keynesian economists, as well as others from
ontside this tradition, chipped away at neo-classical assumptions about hurhan nature and its
relation to economlcs that the human being is by nature a trader, able to weigh up *he pros
and cons of various economic courses of action and accurately rank his choices; thr- *are
finite limits to his options; that the results of these choices are optimal for everyone and
cannot be improved on and that the existence of money does not change the operation of these
fundamental processes and stands apart from the real world of production and exchange, They
B argued that the neo-classical insistence on the _rationa]ity and balance of the market fails fo
describe the actual behaviour of actual people in a modern money-based exchange '
economy.” This perspective is backed up by empirical evidence from some economists
outside the Keynesian tradition. Paul Ormerod, attacks the analytical premises used to by
economists_ allow their mathematical predictions, and argues that the core muggets of neo-
classical sconomic thought do not correspond to reality and remain shé.ckled in their 19th-
Century paradigm ith its insistence on universal laws and assumptions about predictable
behaviour. Among other things, he argues that consumer choice cannot be assumed to be
rational, that there can be many possible outcomes to market behaviour, that markets have no
inherent tendency towards the best outcomes or towards stabiiity aixd ikt market outcomes

are related to culture, institutional forms and history, and can be shaped by a variety of social
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institutions.® Paul Krugmean points to "sccidents of history" which allow an “illogical” but
self-perpetuating momentum to develop.® Suppliers develop azround the original
manufacturers, local universities specialise in related research and the market is cornered,
leading to a situation where no producer can afford to locate elsewhere®™. This argument has
thrown into question conventionsl wisdom about trade patterns and about one of the premises
of neo-Classical economics; that thete is always a point where marginal costs exceed marginal

gains®™ and has provided a substantial challenge to monetarism at both the theoretical and

policy levels.®

223

Beyond the specifics of the economic débate, it was the loose array of ideas focussing on the |
relation between reality and representation and on ideological forms and thefr depiction, in
the mass media and popular culture, which fell uader the wide broad umbrella of
postmodernism, which many cultural and social theorists turned to, and which began to
predomivate in the 1970s and 1980s (though at the artistic and literary level it first achieved
currency in the Iate 1950s), Those following this route invariably withdrew from any form
of political prescripﬁén, preferting to go with tﬁe uncertain flow of the post-modem or post-
traditional world. Like modernism, from which it arose, the tempostmodermsm has been
vsed to define a cultural and social epoch as well as a variety of ways of understanding and
relating to it*. It became, not just a cuitural theory and form of cultural expression, but
culture itself. As Malcolm Bradbury put it, by the 1980s the acceptance of postmodernism,
"ag an all-inclusive definition of a cultural epoch typified by stylistic glut, pluralism, paredy
and quotation, the disappearance of ttaditional cuitural hierarchies and the randomisation of



cultural production, had become pommonplace." It had "long since ceased to be a style, an
acsthetic or a metaphysic; it had become a fate or condition."® This condition applied not
only to art, architecture, literature and other cultural forms, but the human condition mere
* generaily, and therefore made its mark in most branches of social theory, to the point where |
the term lost so much of its specificity that it began to fall into disuse (along with the

historical epoch it was meant to encapsulate).

An asect of postmodernist-influenced social theory involved a shift away from the pre-
occupation with class and a ﬁure intenge focus on culture (particularly mass cultural forms) .
and on non-class dimensions of .society. This implied a complete break with determinism and
with the notion of a global theoretical construct which could explain the laws of motion of
society, In its deconstruction variant it focused on the capriciousness of all forms of
theoretical discourse, the relativity of meaning, the decline of the grand narrative and the
dissipation of the central historfeal plot in favour & diffuse series of often unrelated subtexts.
The focus was less on history itself but rather on the mass *sense’ of history and on the
history of *style’, of nostalgia, of recreations and the Hollywood remake, Every image seemed
self-conseiously decivative of another which preceded it, With the technological aseeleration
of the late 20th century, form became everything, content nothing. For those hoping to change
the world, or even understand it, one of the problems of much of the self-consciously
postrmodernist writing was that it deliberately offered little more than & reflection of the
seeming meaninglessness of human existence of the late twentieth century because it tended
to eschew the notion of deeper meanings, let alone historical forces. For David Harvey
postmodernism "swims, even wallows, in the frapmentary and the chaotic currents of change

as if that is all there is. ... To the degres that it dies ity to legitimate itself by reference to the
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 past ... postmodernism typically harks back to that wing of thought, Nietzsche in particular,
that emphasises the deep chaos of modern life and its intractability before rational thought*.*

While the skepticism of this form of relativisim has frequently been attacked, the challenge
to the idea of a train of history which it represents is one even its many critics have struggled
to counter in terms of viable theoretical alternatives, For example, in arguing passiopately
against the nihilism of post-modemiét thought, Giddens acknowledges that the guiding
principle of our age, even in the nahn’ai sciences, is methodological douht - that we can’t be
sure of our most cherished ideas, that.eve_rything is revisable_, and he recognises the attraction
of this Nietzschean world view: "A world dominated by the influence ﬁf globalization and
social reflexivity might seem one of hopeless fragmentation and contextuality. This is the view
of post-modernism; and it isn’t difficult to see why some of its advocates have been so
attracted by Nietzsche. For aren’i there many truths about how the world is, as well as about
what the good life should be? And if there are many truths - as many a5 there are human
contexts of action - doesn’t all in the end depend on power? Perhaps we should just salute
Nietzsche and all go on our independent ways, leaving the world to rot as it may?" *. His
answer is that ﬁe Nietzchean route leads to social and ecological disintegration and a world
of multiple ﬁ.mdame.ntahsm He argues for a new form of ethical humanism based on a global
cosmopolitanism, but has little option but to acknowledge that along with the shared values
arising from global interdependence, globalisation is characterized by manufactured
uncertainty, unpredictability and fragmentation raising the empirical possibility of 2

*disastrous’ scenario,®
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Even those social theorists siill drawing in part on the concepts of class, along with others
from very diffevent traditions, have ten,.d fo focus on the *disorder” of the modern capitalist
system and away from past prognoses about its destination - in part because destinations
seemed so much harder to predict or even define than before. This became more prevalent
once it was apparent that the conirol of world destiny, world events and global threats and
' dangers hiad diminished rather than increased, as it was supposed to, afier the end of the Cold
War. Much of this predates the demise of communism and relates to the fundamental
economic, political, scientific, technological and cultural changes in the West, In the realm
of culture, post-modernism had long poxtrayed "reality” s transitory, fragmentary, absurd o -
chaotic and, inevitably, this ethos of uncertainty begé.n 1o be expressed in attempts to analyse
society.

In the mid-1980s, some social theorists writing within a left tradition argued that the stage of
*organised” capitalism was coming fo an end, albeit sporadically and unevenly, and tﬁat the
trend of the late 20th century was towards *disorganisation’. For instance drawing from (and
yet subverting) Weber and Marx and less critically from branches of postmodernist thought,
Scott Lash and John Urry poinfed fo a range of features suggesting the asoendancy of
*disorganisation’ within the modern world system. These can be paraphrased as follows: The
growth of a world market combined with the increasing scale of industrial, banking and
commercial enterprises, meaning that national markets became less regulated by naﬁonally
based corporations; the expansion of the number of white collar workers, managers,
professionals and othe;rs from the middle classes; the decline in the size of the core working
‘class; the decline of national level collective bargaining, accompanied by a shift to flexible
forms of work organisation and & fall in the numbers employed in extractive and

manufacturing industries; the decline in the welfare state; the greater independence of large
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monopolies from direct control by individual nation states; the spread of capitalism into Third
World couniries and the related shift in the structure of First World economies towards the
service industries; an incréase in cultural fragmentation with the emergence of the “global
village’ which undermined the construction of individnal national identities; the growth in the
pumwber of nation-states jmplicated in capitalist production and the number of sectors
organiSt;d on this basis; the decline in the number of regional economies in which social and
political relations were shaped by a few central industries, as a result of new forms of the
spatial division of labour; a decline ip the average plant size because of shifts in industrial
structure, Iabour-saving capital investment and the hiving off of labour mtenswe activities to
the Third World; the decline in the size of in(iustrial inner cities and increase in the population

of smaller towns and semii-rural areas, and, the mass distribution of post-modernist i."t:irms.‘m

Whether it is correct to categorise all these elements of globalisation as inherently
disorganising, rather than reorganising, is & matter of debate - in terms of semantics and
substance and it is worth noting what remains of the opposite emphasis within the left
tradition. Noamh Chonky, for instance, argues that the re-ordering process involved in the
shift from national economies to a single global economy has increased the power of capital
and coniributed to "a structure of governance that’s coalescing around ... transnational
corporations"®! Less convincingly he writes of "a de facto world government” including the
World Bank, IMF, Gutt, the World Trade Organisation, and the G7 group, aitbough his
general point, that these insfitutions, when combined with the expanded global scope of
transnational corporations, contribute to removing power from parliamentary institutions, and

to ensuring that the continuity of econoraic policy is insulated from politics™, is selftevident.
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However, *globalisation’ is not only an economic phenomenon, as Chom:ky suggests, and,
despite the breakdown in national boundaries, does not imply the creation of a single *world
system’, Rather, as Giddens argues, it concerns the transformation of space and time, mainly
as a resuli of the emergence of instant global communication and far faster means of
transportation which effected both large scale systems and day to day activities, and lntum,
is affected by them.” Contrary to those who portray it as a iinear procsss, it involves a
complex interplay of sometimes contradictory forces. The revival of ethnic nationalism, for
example, is, in part, a direct consequence of the *giobalising’ tendencies which appear to be
a force in the opposite direction, What is particularly interesting about Lash and Urry’s
formulation cf this phenomenon is that in most respects the 'disorganising® tendencies they
pointed to have been significantly enhanced or exacerbated by the massive shifts in
international political, economic and cultural power relations as a result of the demise of
communism (though in this respect cause and effect are hard to separate), The general thrust
of their approach, in the direction of flux and uncertainty in the world - rather than the new
order Chomsky supgests - appears to have been borne out over the last decade, and ane could
add several other disorganising’ forces which have subsequently emerged - political™,
ewﬁomic”, technological® anﬂ perhaps most particularly in the natural werld (or at least
in its inter-relation with society) where the anthropocentric faith of previous centuries, that
the human species is independent of nature, and its master, has been devastated by recent
indicatinns »f nature’s “rebellion’ apainst iuman hubris, from new antibiotic resistent viruses,
to the growing hole in the ozone layer, the decline in male fertility and the transfer of

inctirable animal diseases to humans”,
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What is apparent is that the direction followed by much of social theory and, indeed much
of the theory of the natural sciences and of mathematics, in the 1990s, tends tqwards 2 siress
on, the complex, uppredictable, turi:ulent and ’chaotic’ nature of the world. The application
of the false agsumption of the natural order of Newtonian physics to the world of production,
trade and banking, let alone of politics, is, at last, being revealed for the archaic fallacy tha‘_:
it is. The aliernative, at the level of theory, is to embrace or at least recognise, the disorder
and *chaos’ existing in human affairg ~ which, of course, is not the same thing as saying that
events oceur randomly and without any order. The most common example is what has becorme
known as the "butterfly effect", wherehy the fluttering of the wingu of a butterfly on one end
of the world can set off a hurricane on the other™ - the point beirg that the most minute
shange in the starting conditions of a system can lead, over \ime, to radically different
behavionr, The assomption is that the labyrinth of the parts that make natural world, and the
relation between cause and effect within it are more complex and therefore less discernably
ordered than scientists once assumed. New mathematical theorems on fractals and the greater
range of computers have opened the way to investigating the physical behaviour of aspects
of the natural world which would previously have been impossible. Increasingly, as a result
of this, the conventional wisdom that one could accurately predict the fiture through the
application of scientific methodology has fallen into disrepute, partly becanse it is now widely
accepted that it is impossible to measure accurately all the starting conditions of a system and
that the implication of a slight inaccuracy or a disregarded item of data in any ’chaotic’
system, will necessarily increase rapidly over time, What is suggested by some within in this
branch of scientific discourse is that the *ordered chaos’ of nature is u consequence of intricate
interactions, which can suddenly be destabilised - a period termed "the edge of chaos" when

the complex system has the potential to be adaptable and spontaneous. This leads to 2
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breakdown in the previous state of precarious harmony and & period of torbulence, out of
which a new orc_ler' may emerge for a time. A range of phenomena, from the emergence of
the firgt living cell to sudden animal population explosions and new disease patters, violent
storms and earthquakes, are approached in this way.” And if that sounds like a variation of
dialectics, the crucial difference is that there is no Mpﬁom about cause and effect, Iet

alone destination,

Applying such thinking directly to the world of human interaction (as, in his own way, Engels
did in the 19th century and some theorists are doing today'®), opens profound ontological
questions beyond the scope of this study.™ Nevertheless, what this focus on unpredictability
in human relations has helped demonstrate is that history is more open-ended than the political
and economic philosophies of the 19th century allowed, and that this volatility and state of
disorder has become more marked and therefore more apparent in the last decades of this
century, This point is put vividly by Lask and Urry in their reworking of Marx and
Engels'™: "The world of a *disorganized capitalism’ is one in which the *fixed, fast-frozen
relations’ or organised capitalist relations have been swept away. Societies are being
transformed from above, from below and from within, All that is solid about organised
capitalism, élass, industry, cities, collectivity, nation-state, even the word, melts into air,"'®
The point is that there is no train of hisfory leading inexorably towards a higher plain, nor is
there aity hierarc.hy. 6f_ social causation which is universally applicable, One does not need to
follow the ’great men’ school of history to acknowledge that small acts taken by individuals
can have unintended consequences way beyond what was inevitable, to the point, at times, of

significantly altering the direction of history.'™
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This contention is reinforced by the yecord of social scientists in predicting the future. As Eric
Hobsbawm argues, despite the use of more advanced models, unprecedented inputs of data
and more complex machinery than was previously available, the record of economists in
predicting the great post-second world war changes was dismal, and that of the ’political
predictors’ no better. "(V)ery few of the dramatic events in world history have been either
predicted or expected, I would even guess that the predictabﬂity of the 20th-century history
has become distinctly lower since the second world war. ... After 1945, did the economists
predict the 30 glorious years® of the great world boom? No. They expected a postwar slamp.
Did they predlct the end of the Golden Age at the start of the 1970s? The OECD predicted
continued, even acceierated, growth of 5 percent per annum. Did they predict the present
economic troubles, which are sufficiently serious to have broken the balf-century’s taboo on
the use of the word depression’? Net much."'®® Furthermore, the volatility and therefore
unpredictability of the world today appears more profound than at any period since the end
of the last World War, Whether described as the ‘edge of chaos’ or merely as an *age of
uncertainty’ there is a growing consensus that chains of causation arve seldom lipear, lines of
demarcation between what is economic, political, judicial, cultural and religious, are blurred,
and that social patterns are at best tendencies rather than iron-caste rules - easily brokeﬁ and
léss certain than once assumed. The stature of the 19th century ideclogies, and the political
* and economic systems of which accompanied them, has diminished and many of their most
cherished premises have been punctured, As Thgrbom, writing from within a Manﬁst tradition
acknowledges, "(W)ithin the normal pursuits of scholarship end science, all "isms’ are bound
to disappear sooner or later.”"® This realisation has prompted an overdue modesty on the

part of social analysts, both in terms of the range they claim for their theories, and the giobal
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applicability of their conclusions. This is illustrated by drawing from the views of social

theorists from a number of perspectives.

The radical Weberian sociologist Giddens focusses on the unpredictable beat of what he calls
"manufactured uncertainty" which has emerged contr.  to the expectations of socjalists: "The
world of the late twentisth century,. one must conclude, has not turned out as the founders of
socialism anticipated when they sought to give direction 1o hisfory by overcoming tradition
and dogma. They believed ... that the more we, as collective hummanity, get to know about
social and miaterial reality, the more we shall be able to conirol them in our interests. In the
case of social life in particular, human beings can become not just the authors but the nﬁastérs
. of their destiny. Events have not borne out these ideas. The world we live in today is not one
| subject to tight human mastery - the stuff of the ambitions of the left and, one could say, the
'nigh'lmares of the right. Almost to the contvary, it is one of dislocation and uncertainty, a

‘runaway world’. And, disturbingly, what was supposed to create greater and greater

uncertainty - the advance of human knowledge and *controlled intervention’ into society and

nature - is actoally deeply involved with this unpredictability."'"’

Hobsgbawm - himself a former communist fallen among social democrats - concludes his most
recent book on the 20th century by pointing to the unchecked advance of capital, defached
from national controls or cultural consiraints, which, he argues, have prompted a resurgence
of uncertainty, decomposition and global ctisis, and could well lead to demographic explosion,
ecological hazard, economic disorder and social anomie, and the pqliﬁcal impotence to deal
with any of these. While making no claims to have answers to this depressing malaise, he

.stresses the necessity for change: "We have reached a point of historic crisis, The forces
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ge@aﬁd by the techno-scientific economy are now great enough to destroy the environment,
the materjal | foundations of human life. The structures of humen societies themselves,
includirg some of the social foundations of the cepitalist economy, are on the point of being
destroyed by the erosion of what we have inherited from the human past. Our world risks

both explosion and implosion. It must change,"'®

If this dark pro.gnosis reflects the defeatism of the left, and therefore errs towards the bleak,
it provides a useful antidote to the triumphalism of the early post-Cold War victory, of which
Fukuyama’s sunny conclusions about the end of history were the most viviti e;.mmple. But
.eVEI.l Fukuyama has shifted tack - if not about the dominance of liberal democracy, then sbout
his faith i some precepts of liberal economics, in the problem-solving potential of the market
and the view that its progress is the most important issue facing humankind, He argues against
the idea that the economy is simply a battlefield for individuals to satisfy their selfish desires.
Instead it is a "rich tapestry of status, ethical habits and moral obligations", And he argues:
"We all know we are going to be living in liberal democracies and capitalist systems plugged
into the glubal economy. The real ground of interest is going fo shift elsewhere. It is not
going to. be things like ideology and institutions. It’s going to be things like civil society and
culture becaunse those have not converged around the world to the same degree and in many

ways 1 don’t think they are going to converge either,""

The intellectual decline of faith in ideology (and particularly its more prescriptive variants)
was reinforced by the coilapse of communism, This certainly had the effect of opening the
curtain on previously obscured cwrrents within the capitalist political economies, and of

revealing p.oints of breakdown more significant in the long term than those between the
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previously competing world systems. Assumptions of a conflictual order have given way fo
those focussing on a chaotic disorder. Certainties coherent historical processes have been
reploced by presumptions of incoherence, The idea of an end to history, whether commuanist
~or liberal, now geems ridiculous. In so many ways the little universe of social theory has
impioded and from the perspective of the second half of the last decade of the twentieth
century, what one is left with is a great deal of caution when applying theoretical models to
analysing any social phenomenon, including changes in industrial relations and in management
" ‘*science’, and it is therefore with this minimalist approach to theory that the subject of

participative management in South Africa is faced.
- 2.3 UNDERSTANDING MANAGERIAL MOTIVATION

2.3.1 The impact of disorganisation on managerial theory

Managerial “science’ has never been a branch of scholarship which has consciously adopted
heavyweight ideological baggage, but it has not been immune to the influences of those which
have. Certainly it could be argued that the end of communism, when combined with the
disorganising political and economic tendencies discussed above, has indirectly contributed
to loosening the bhonds of accepted wisdom, and perbaps to opening the possibility of

significant challenges to the structures of corporate power.

To begin with an extreme view of what these challenges represent, Hirst supgests that
"authoritarian managers may be one of the main victims of the end of the Cold War", and

argues that "we may be at a point when legitimacy of the defence of managemént privilege
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as If it were identical with the rights of private property is about to take a tumble™'%, Few
within the business world would accept this persyective, and there is little evidence of a
serious threat to managerial privilege. However, his related argument, that the century-long
"social war" between the competing systems ("as bitter as the religious wars of the sixteenth
and seventeenth centuries"!'"), stified debate in this area, is certainly valid. He argues that
because Soviet socialism represented 2 threat to private property and democracy, therefore "to
alter the former in any significant way was to weaken the latter”."" This contributed to mass
support for the defence of exlsung property rights and a conflation of these with the structures
of corporate power, even though the former pre-dated the latter by over a century'®, Afier
the Cold War these siructures became subject to contention - both through opening windows
. which were closed for the previous 70 years and because markets beﬁame 0 much more

volatile and competitive.

Even more imporfant than the impact of communism’s demise were the challenges to
established patterns of managerial thinking and behaviour emanating from within the business
loop, and taking hold, first in the United States and later intemaﬁonally, largely as a response
to the intengity of competition from east Asia. The prescriptions emerging both from academic
management theorists and their more popular counterpatts shifted from an obsession with
order towards embracing the state of chaos they had come to recop. se and finding
organisgtional forms to ride it. As technologies changed, the focus moved towards creating
flatter managerial structures by paring layers of management and reducing the distinction
between managers and workers through tapping the creative potential of .employees at sli
levels. This goal was reflected in the lexicon of business jargon. Aside from the plethora of

phrases topped or tailed by ‘excellence’, Mission Statement staples included words like
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’mpowérinen ', continuous improvement’, *flexibility’ and *learning organisation’ - all |
suggesting innovation was a key fo success. This was given powerful popular expression
‘through books like Peters’ best-selling tome, 'I‘hnvmg on Chaos'™ which begins with the
premise that the United States is in a state of accelerating decline. He argues that the
American technﬁcmﬁc enterprise is in danger of extinction and that predictability at both the
micro and macro level is a thing of the past. His solution is not essentially new, and is
derived partially from the expetience of Japanese menagerial systems within an American
cpntexp This ir_wol' 7es 2 move towards a more mnovanve company, shorn of layers of middle
mapagement, driven by self~managing teams, far more responsive to the needs, views and
initiatives of all employees, as well as of customers, and with a greater focus on continuous
training and retraining. Five years later in his next tome'", both his analysis and his
prescriptions weni further in these respects, focusing on the need to meet this *chaos” with
*disorganisation’, waere everyone 15 a brain worker’, where middle management is virtually
extinct and where the methods and structures of top-down multi-national corporations are a
thing of the past.!™® He glecfully acknowledges this change of tack: "I*ve finally shaken off
the vestiges of 30 years of traditional thinking. ... I’ve allowed myself the unalloyed pleasure
of enjoying the mess of market economies, powered by lunatics and dreamers, by failure far

more than success, "V

This kind of analysis, is not confined to the progelytizers of the international managerial
seminar circuit. Nor have the suggested solutions all followed the °lean but mean’
prescriptions at the heart of Peters’ approach and which have characterised the response of
most American and British companies to this situation. .For instance, the Irish management

theorist Charles Handy goes further than Peters in his recognition of the implications of
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chacs’, and is rather less optimistic in his prognosis. "It hasn’t worked. Management and
conirol are breaking_ down everywhere, The new world corder looks very likely to end in
disorder. We can’t malze things happen the way we want them to at home, at work, or in
government, certainly not in the world as a whole. There are, it is now cleaf, limits to
matiapement."' Petérs’ conclusions focus on restructuring businesses and changing the
attitudes of businessmen towards embracing chaos, but Handy, while accepting such
pm;m‘ipﬁons, dismisses the notion that the *invisible band’ of the market "would mysteriously
arrange things so that it all worked out for the best of all”.""” Instead, in addition to fulsome
praise for aspects of Japancse and German business methods, his conclusions hint at
stalreholder-oriented macro solutions involving greater investment in the public sector to
support the private sector, more capitalist self-restraint and mechanisms to ensure that more
of the wealth created does indeed "trickle down'™ to the poor. "We thought fhat capitalism was

the answer”, he says, "but some of the hungry and homeless are not so sure."'®

In similar vein the British business historian Anthony Sarmpson writes morosely abput one
aspect of disorganisation: the decline of the "company man". Thiz he attributes fo several
economic faciors: the challenges from global (and particularly Japanese) competition, which
prompted changes in the “rules” of management; the take-over and corporate raldmg wave of
the 1980s, along with the deregulation promoted by a decade of radical Republican and
Conservative rule which contributed to "undermining" American, and later British,
corporations from within, and prompted the *downsizing” J:ive and "cult of leadership” at the
expense of scientific management and bureaucratic systems; and advances in information
technology which meant thaf computers replaced people (particularly middle managers whose

power had depended on information control), resulting in the *corporate heraes” of the 1980s
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being the CEOs who "let go" the greatest proportion of employees. Sampson, however,
stresses this is primarily an Anglo-American phenomenon, and points to the way Japanese and
. Gennan corporations have succeeded in retaining managerial jobs and remaining efficient,

while accepting wider responsibility for the long-term interests of their commumities, 2!

The radical conclusions about the future of management of the likes of Handy, Sampson anud
in a different fprm, Ricarde Semler'?, have yet to reach hegemonic status, but together with
_ the chaos-embracing views of the likes of Pefers, they indicate that what previously passed
for manageriat idéology is now subject to ﬁgorous Mmge. As discussed in.more detail
in chapter four, management practices which seemed set in stone, no longer deliver the goods,
The world of business has become too unsettled and uncertain to be tamed by 2 single globat
model, As Martin Jacques put it, "management theory become one of the most interesting and

innovative intellectual disciplines around."?
2.3.2 Managerial constraints and choices

Until recently the ideological universes of business and trades unions in South Africa, and of
the academic schools and disciplines associated with these contending forces, tended to be
hermetically sealed - exposed to each other only in collective bargaining or other conflictual
forums, One result was that those from w1thm the South African labour milieu tended tu. focus
8 great deal on managerial motivations for introdncing participatory programmes, and for
entering the political arena, while this question was not one that exercised the minds of those
- within the realm of business studies in South Afirica with any vigour. One reason was that,

until recently, business analysts tended to concern themselves primarily with what worked and
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what dicin’t within the managerial realm. The focus was on case siudies desling with the
practicalities of manageriol operations, and its theoretical dimension concentrated more on
organisational considerations than on questions of causation. At Jeast until the Wichahn
industrial relations reforms the operaﬁona].perspecﬁve from within the world of business often
went little further than the view that executive directors were the servants of shareholders and
would take whatever steps they deemed necessary to secure their interests {with the coroliary
that workers were just another factor of production ¢.d that trades umions represented at best
a necessary evil and at worst an mterference wiih contractual freedom), Within this framework
questions of motivation, .4usation and managerial ideology seemed out of place: management _
was motivated by the interests of sharekolders; its decisions were *caused” by its reading of
the strategies necessary to achieve these; itz ideology, if one existed, Binged around the profit
motive. Which is not to éay that all managerial writing anslysed business decision making
from an entirely voluntarist perspective (in isolafion of cuitural, economic and political
circumstance). For instance, several of those South African executive directors responsible for
conceiving participative management programmes from the late 1980s, made explicitreference
to the socio-political context which prompted them to change their managerial *philosophies

and embark on experimental organisational journeys.'*

More recently, as is discussed above, jtom within the business discourse more generally there
has been a substantial shakeup in terms of conventional wisdom. One area where this has been
| ﬁmnifest relates to assumptions of a direct and pecessary correlation of imterest between
sharsholders and manacement. Arising from this, the question of the pressures and influences
which impact upon managerial decisions has begun to enter the discussion, albeit in a very

different terms from those offered by industrial sociologists. Peters, for example, focuses on



increased competition (primarily from Japan) and on changing wchuologies, patticularly watht
respect to ‘nformation, as being the motivating forces for a change towards the more flexible,
less hierarchical, less centralised approaches to management: "The genies are not going back
into their lamps, The information technology revolution is just pathering steam. The
viotechnology revolution, the materials revolution and the telecommuniﬁatiuns revolution
(each depeﬁdent, in large measure, upon the infernal corﬁputi.ug machine) are/will be b+t
as profound. ... Then there’s the spread of capitalism in general ... Expect to hear ever wilder

. stories from ever wilder places.*®

Business oriented industrial relations specialists have dealt more sxplicitly with the question
of why CEQs embark on particular strategies with respect to their emaployees. The point is
often made that for most managements the prime consideration within industrial relations
programmes is to ensure the most effective operation of the company in order to support its
bottom line objectives - proﬁt,. leng term viability, survival and expansion. The focus
therefore moves towards options to assist them along this path. Michael Salamon considers
this in terms of possibilities existing between two polar choices. "On. the one hand
management may need to maintain unilateral control of the organisation through safeguarding
and if possible extending its *managerial prerogative’, ie, the widest possible freedom and
discretion to act as it sees best in operational decisions. Alternatively, management may seek
to include employees and their representatives in the decision making process and *manage
by agreemenf’, ie, accept the principle of joint regulation of the organisation’s operations
through the mechanisms of the industrial relations system."% Wi}ile such opposites certainly
exist within the realm of industrial relations, managements seldom face a free, either-or choice

in the matter. As Paul TLompson points out, "direct control and responsible autonomy are best




seen as opposite ends of a continuum of practices rather then as all-encompassing
strategies.”.‘” He adds that when control is seen in the latter sense, "it tends to
overemphasise the degree of long-term conscious planning by management."'”® What this
alludes to is that the reality of much of business strategy is that managerial decisions are so
often made in an ad-hoc or responsive way. A "crisis” develoﬁs; it needs to be solved; a
handful of individuals and often a single individual make an instant decision on the matter;

a week later, when the implications of that decision seem unfavourable, it is changed.

Following from this is a consideration of the parameters within which such decisions - ad hoc
or long-term - are made within each company. Poole argues that management decision-making
on industrial relations is best understood if it is recognised it emerge from an interaction
between constraints and choices, The former arise from economic and political pressures
within the company’s environment, and tend to "set boundaries to the probable strategic
choices”, 1o "place certain identifiable limitations upon the total amount of control vested in
members of the enterprise”, and alsp to "direct chojces along particular channels while
curtailing other modes of initiative."'” This model would seem to be feasible start for
analysing the decisions of various South Aftican companies to break with their traditions and
enter the terrain of participative management - a focus within each .organisaﬁon both on the
nature of the interplay between constraints (economic, political and otherwise) and choices
combined with a consideration of the power structure - of where control lies and ﬁow it is
distributed, though an important additional consideration is that of the ideological framework
and cultural domain of those empowered to make decisions and of those with the power to

provide constraints.



In his study of the views of British managers and sﬁopstewards on why participation was
introduced, Dickson identifies four categories of response: 1. Moral (the belief in the right of
employees to participate in decisious affecting them); 2. Power (the pragmatic recognition of
employees’ collective power within the company); 3. Union (direct union activity pushing
management to increase participation); 4. Political (pressure from the political system for
ofganisaﬁons to adopt more participative arrangements). He found that management tended
fo emphasise wnion pressure more than the shop stewards, suggesting that unionists believe
participation and unionism are distinct and competing categories.”™® This gap mjght be
explained by a point made by Salamon: for management the focus of participative
programmes is task-centred strategies airsed af involving individual emplioyees whereas unions
favour indirect forms based on their established representative role through collective
bargaining.”®! The implication for manngement, is that employes participation may be
_ motivated by a desire to bypass unions or diffuse aspects of their power. This is also stressed
by the South African managerial theorist Frank Horwitz: "The scope and level of involvement
tends to focus primarily on enhancing productivity at individual and small-group level. The
participative goals often tend to be managerially defined in efficiency terms, for example,
quality circles, .. The increasing popularity of direct employee communication and
involvement, while having important advantages for management and employees, can mask
a deeper underlying distaste for unionism. Attendant managerial strategies seek to formulate
nuore ’effective’ techniques for humanising the work environment, gaining cooperation and

competing with the union for employee support."!*

Salamon goes beyond the question of union-related pressures, to consider some of the broader

political and economic considerations of why empleyee participation became a managerial
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option for business in Britain. He points in particular to the social, cultural and economic
changes of the 1960s and 1970s, which, in the industrial sphere, prompted a rise in the
‘aspirations of employees at precisely the time that the growing size and complexity of
industrial organisations was increasing their sense of alienation. "This led to attention shifting
away from the purely legal and economic aspects of the contractual relationship between:
employer and employee and towards the psychological and sociological éspects of the
relationship between the individual and his work situation. There is now a greater acceptance
of the notion that industrial organisations have both an economic function ... and a social
function (the provision of a satisfactory and meaningful work environment for the people who
produce those goods and services)."'™ He adds the consideration of the technological,
indﬁsttial and economic shifts since the early 1960s, noting that in order to keep pace with
these chenges it was necessary for managements to involve employees in decisions which
effected their lives, Throv-h drawing on employees’ knowledge and expériencea more
committed workforce became possible with consequent improveménts in working practices
and productivity. These developments were reinforced by political debate: over the apparent
contradiction between democracy outside the workplace and the lack of participation within
industrial organisations, as well as inferventions in this direction by govermnents and the

desire of some companies to accept more social responsitility for their decisions ™**

As arrued in the course of this shudy, all these elements, though perhaps with a different
weighting'®, can be said to apply to the introduction of employee participation programmes
in South Africa in the 19808, Yet research and analysis from both the managerial and the
unicn perspectives within South Africa on this question, has generally not achieved this kind

of multi-causal balance. As mentioned above, managerial analyses have tended to underpluy
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questions.of societal ¢o: triug1 and pressure and to frame the issue in terms of a set of choices
available to management. On the other hand, perspectives frem trades unions, and nnion-
supporting academics, have tended to look at powur and constraint from a macro perspective
and to underplay the element of choice within individual companies. This latter perspective
has had a considerable impact on the course of the debate around employee participation in
South Afiica - influencing the response taken by union members and mote particulariy, union
organisers and officials. It is therefore worth examm;ng som: of its theoretical and political

roots in more detail,

2.3.3 Conflict. cooperation and the labour process

In the 1970s and ea:ly 1980z {(and in South Africa, into the 1990s) the dominant set of ideas
on participative management from within the left academic milieu, emerged from what was
termed the Labour Process School. Following Thompson, its basic theoretical assumptions
included the following: 1. The capital-labour relation is ’privileged’ as a focus for analysis
because it is the labour process which generates surplus value and reproduces the economy.
2. The logic of accunmiation fbrces capitul constantly to revolutio.use the production process,
but also sets limits to the use of workers® creative capacities a1d consirains attempts to
dispense with hierarchical relations. 3. There is a coatrol imperafive because market
mechanisms alone cannot regulate the labour process. 4. The social relation between capital
" and labour is based on "structured antagonism’, though this need not manifest jtself in visible
conflict.”®® A prime area of focus was to analyse the changes in managerial practice which
were taking root, and to consider whether these represented a substantial departure from

previous methods associated with the assembly line, or whether they were really part of a
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continuum - merely another dimension of a universal system of managerial conirol. But before
examining this debate it is worth mentioning the historical changes they were trying to
explain.

Towards the end of the 19th century the greater concentration of capifal and consequent
'cnmplexit.y of production, and the growing numbers of workers employed in single factories,
meant that a line of responsibility between managers ar ~  rkers emerged and the position
. of foremen and superﬁsots became increasingly crucial, In addition, the methods of what
became known as scientific management began to emerge élong with the new forms of
company that arose during this period (with the business corporation emerging from family
firms and chartered companies), One approach to management which became parﬁcularly
significant, especially in the United States (though by no means universally applied), was
Taylorism, which, following Harry Braverman, involved the dissociation of the labour process
from the skills of the worker through the fragmentation of jobs into their constituent pavis
(deskilling), the separation of conception from control, the issuing of detailed instructions to
each worker for the performance of every task and the use of this monopoly of knowledge
to control each step of the labour process and its mode of execution, mainly through the use
of time and motion studies.™ With the emergence of the assembly line - initially with the
production of the Model T Ford in 1916 - the methods of scientific management were
extended into what became khown as *fordism’, & system in which workers were requifed to
repeat the same motion time and time again (and which the labour process school theorists
argued was based in management’s increased control which was largely rooted in the

technological structure of the labour process™). This resulted in larger, and more productive
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factories, and more standardised products, but also in larger and better organised trades

uniors, which, m a variety of ways, fought to resist increasing managerial control.

But while worker resistance played a role in challenging this system, fordism’s major flaw
was its rigidity and tendency to stifle the creafivity of shopfloor workers. From the late 19603
there was a shift away from "pure’ forms of fordism and towards approaches designed to give
workers greafer incentive and increased flexibilify in their jobs, and towards viewing Iabour
as a resource mote than a cost. By the late 1970s various forms of .this approach were
becoming prevalent (though still far from dominant) through, for example, profit sharing and
| employee share ownership schemes, job enrichment programmes of various kinds, national
work reform schemes in some of the social democratic countries, the advent of what Michael
Piore and Charles Sabel called "flexible specialisation"™ (involving more adaptable work
organisation catering for sophisticated markets) and the use of quality circles and other
methods of channelihg the expertise of employees. The labour process theorists sought to
counter the arguments of those such as Dickson who wrote of job enrichment as a "work
revolution"*® and, later, Piore and Sabel, who argued there had been a rupture with the past
| dominatioﬁ of fordism'" because the market and technological conditions for these forms
no longer existed. Piore and Sabel described the emergence of flexible specialisation as a new
and distinct form of work organisation.'” In stark contrast the labour process theorists
argued that the significance of these changes was overstated aud that they did not represent

a ftmdamental transformation of the capitalist labowr process in any respect,

This perspective is drawn from the view that conflict between workers and employers is

ittherent in the relation and unavoidable.” Within this essentially Marxist understanding of
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the capital-labour relation, the tendency in the earlier writing was to view job enrichment
programmes and managerial attempts to establish co-operative relations with unions essentially
in terms of control - as aitempis to reign in unions, curtail militancy and co-opt workers into
self-regulation. The most infizential of the early protagonists w.. Sraverman who described
job enrichment programmes as merely a style of Taylorism. According to his deskilling thesis,
only an end to capitalism could bring about an end to Taylorism.™ Andre Gorz took the
argument firther, describing posi-fordist managerial trends as a "new manipulation rather than
a solution to basic contradictions.”* And in a Jater example of this approach, Richard Peet
places even less significance on co-operative managerial practices, cheracterising them as an
aberration, which, becﬁuse of competition and the nature of the capitalist 1sbour process, will
inevitably be reversed. "Enlightened relations, existing for a time and in certain places, in the
end become antagonistic relations. Cooperation is transformed into coercion by competitive.
necessity."* Burroway also emphasises the managerial imperative of control, but builds the
elements of shop floor conflict and worker resistance into his argtiment. He likens the factory |
to an “internal staie” and the worker to an "industrial citizen", with the collective bargaining
rules and grievance précedures playing the vole of institutionalising conflict and prompting
workers to internalise the system of coniro]'”. He suggests that while managmal
innovations such as job enrichment may occasionally be “concessions in advance" by
enlightened management, they are more frequently accommodations resulting from shopfloor
struggle, or consequences of the competitive position of the company.'® Edwards takes this |
case further. arguing that “intensified class struggle” caused simple control to give way to a
petiod of experimentation which included scientific management, welfare schemes and
company unionism - all dependent on the physical or social structure of the workplace rather

than the power or personality of the employer. He identifies a shift in structural forms of
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control from simple control (small businesses), to technical control (assembly line) to
bureaucratic confrol (systematic administrative structures) and argues that "each form of
control corres;ﬁonds to a definite stage in the development of the most important or

representative firms."'¥

Even within the early formulatioﬁs of the labour process school there was debate over how
to understand various dimensions of control, and over the place of worker resistance within
it. In common with several others who questioned the absolute domination of Taylorist
methdds, Andrew Friedman criticises Braverman for confusing one strategy of exercising
managerial control under capitatism ﬂ'syloﬁsm}. with managerial authority itée]f, adding that
"given ﬂ:le reality of worker resistance, often it is not the most appropriafe." The forms of
confrol chosen are the result of confrontation and accommodation. Various strategies are
possible, with the options open to management determined by the combination of worker
resistance and market pressure.”® Elsewhere Friedman describes two paraliel tendencies: the
need for managerial "monopoly lof conception” and the need for a degree of creative
participation or "responsible autonomy" from workers - in order to maintain production. A
reason for the Iatter is the "maintenance of managerial anthority by getting workers to identify
with the competitive aims of the enterprise so that they will act 'responsibly’ with the
minimum of supervision." During the 1980s there was a move away from this primary
focus on control within the labour process. Among the most infiuential to make a partial break
with the school’s premises were Cressey and Maclnnes, whose work on Ford in Britain had
an influence 611 the umion debate in South Africa. They question the absolute power of capital
within the factory, and concomitantly dispute the idea of the "real subordination of labour”.

Instead they point to what they term the dual nature of the labour process, arguing that capital
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needs to encourage énopea:ation with its work force precisely becavse it has handed over the
use of the means of production to it. It employs labour to create exchange values but labour
*employs’ capital through its use of machinery and equipment. Capital constantly needs to
revolutionise plﬁducﬁon and the role played by labour within it, and through allowing labour
to use the means of production, the employer is encouraged to build a cooperative relationship
with its workforce in order to increase productivity, which, in tfurn, prompts moves to create
an environment in which workers use their initiative. The implication is that coercion is only
one possible managerial strategy, and that management may choose to hand over control of
smoall areas of production to the workers in the hope that efficiency will be improved through
" harnessing the resources and their knowledge and extending their participation in aspects of
decision making. The corollary is that workers are bound up with the interests of the unit of
capital which employs them, and therefore, in addition to resisting subordination, need to
cooperate with their employers. On both sides, therefore, cooperation and conflict are built

intp the system,'™

In line ﬁith most labour process school theorists writing in the late 1980s and 1990s
Thompson accepts Cressey and MacInnes’s view of the *two-fold nature’ of the capital-labour
relation - ie. that cooperation and the generation of consent are systematically built into it -
and argues that this represents a clear advance on the control versus resistance models of the
earlier Isbour process discourse. e r i ;ts the notion that changes in work organisation
necessitate 2 major theoretical shit bit, arguing from a perspective which is materialist but
not Marxist, he warns against theoretical determinism, noting that an analysis of the labour
process "cannot provide a predictive theory concerning the behaviour of employers and

workers based on identifiable sets of interests generated within production."® A similar
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conclusion is reached in this respect by Stephen Wood who stresses that the impact of
- technological changes and of new management concepts "will vary depending on the starting
point, the sector and even the firm". He adds there is no reason to suggest that changes in
work organisation are all headed in the same direction.'* What Taylor and Woods point to
is a central weakness of the school; an obsession with the managerial imperative for control
and a blindness to the dimension of choice in managerial decision making. Related to this is
a fendency to conflate g variety of managerial approaches under the sarme heading. While most
1shour process school theorists recognised that Taylorism was too narrow a concept to cover
the renge of techniques associated with mass production, and that it was nof applied as
universally as Bravetuin argued, they.shaied a sbﬁilar reluctance to countenance the existence
of labour processes which snperseded the broader notion of fordism., Somé embraced the terms
neo-fordism or even post-fordism'® within narrow parameters, but tended to neglect
suggestions that this involved a qualitatively different set of relations from that covered by
fordism. Their insistence on this point arose from the view that management’s prime aim was
control, Adjustments to the absolute control associated with Taylorism and fordism, where
acknowledged, tended to be viewed either as direct consequences of workers® resistance and
labcar scarcity, or as reflecting changes in technology, but their significance was invariably

undersitated.

One reason for this is the Marxist premises most within this school adopted. In jts classical
form Marxism presents an archetype of advanced capitalist production and makes little
allowance for substantive alternatives within it. The capitalist mode of production is defined
by the creation of surplus value through the unique characteristics of labour as a commodity.

Capital’s power to transform labour power into labour depends on its control over the means



of production and therefore over the labour process and over labour iiself. The labourer has
nothing to ssii once he has sold his labour power to the capiialist. The conflict built info the
system cenires on *exploitation’ - capital has an interest in maximising surplus value extracted

from the labour power at its disposable {(by paying for a smaller proportion »f it), while
| labour has an interest in reducing it, ultimately through the threat of withholding its labour
power collectively. This arises because as a result of the labour process, labourers become -
incorporated with capital and therefore work in cooperation to create surplus value for capital,
and throﬁgh working together labour begins to resist the rule of capital.'™ As Marx put it
in the first volume of Capital: "The difecﬁng motive, the end and aim of capitalist production,
isto extract the greatest possible amount of surplus-value and consequently to exploit labour-
power to the greatest possible extent. As the number of cooperating labourers increases, so
too does their resistance to the domination By capital, and with if, the negessity for capital to
overcﬁme this resistance by counter-pressure, The control exercises by the capital™ * is not
only a special function, due to the nature of the sucial labour process, but it is at the same
time, a fimction of the exploitation of a social labour process, and is consequently rooted in
the unavoidable antagonism between the exploiter and the living and labouring raw materials

ke e;mloits.lllﬂ

While Marx showed an awareness of apparently successful companies opérating on a mon-
‘conflictnal basis between labour and capital'™’, he made no allowance for this possibility in
his theoretical model. Instead, he used military metaphors to describe the methods of
"despotic" control required by the capitalists. "An industrial army of workmen, under the
command of a capitalist, requires, like a real army, officers (manapers), and sergeants

(foremen, overlookers), who, while the work is being done, command in the name of the
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capira]ist“.i” Within this analytical framework the scope for alternatives is virtually non-
existent, and there is little room for any conclusion other then dismissing co-operative
exneriments as a ruse. This, esseuiially, is the approach followed by the likes of Braverman,
Gorz, Burroway, Friedman and most of the other earfy Marxist labour process theorists. Even
for those allowing for the existence of nun-Taylorist developments within capitalism, post-
| fordism was viewed more ag % variant of fordism than a substantial departuwre from it because,
essentially, it remains within the parameters of the capitalist labour process. The only real
alternatives allowable are those which are ether than capitalist - feudalist or socialist, for

example.

In this respe(.;t the position first formulated by Cressey and Maclnnes represents a significant
departure not recognised by orthodox Marxism - that consent as well as coercion, cooperation
in addition to conflict, are built into the capitalist labour process. Yet when considered from
outside of a Marxist framework it is hard to be other than underwhelmed by the significance
of this observation. Among pluralist managerial industrial relations specialists (though not
necessarily among neo-classical economists who view labour as no more than a factor of
production), this is no more than the stuff of conventional wisdom - capital and labour are
dependent on each other, yet have distinct interests. Capital strives to increase profits, labour
to increase wage packets, yet neither can manage without the other and therefore they are
reli. - on each other’s cooperation. If capital pays wages that are reparded as too low, its
workforce will sirike, sabotage the machinery, or cease to work efficiently. If labour
coatinually strikes in demand for unrealistic wage packets, and refuses to return fo work, and
if industrial peace cannot be secured, ultimately capital’s entire project is threatened and the

factory will face closure or the firm liquidation, threatening the livelihood of workers,
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WM@, with the development of technology the relative size of capital’s wage bill tends
to diminish because workers are replaced by machines, with the implication that capitel
becomes more reliant on fewer workers per unit of production and therefore, all other things
being equal (which they often aren’t'™) will have a greater incentive to seek cooperation

rather than conflict with their core workers.

An added dimension relates to the diffssion of traditional class lines within capitalist
enterprise, and the shift from blue collar to white collar employment. This has been
accompanied by a diminution of the industrial working class and the growth of the middle
classes in most advanced industrialised countries, Among other things this means that capital’s
salary bill increases relative to its wage bill, traditional forms of labour solidarity are
undermined or replaced by new forms, and .the education levels required by employees
increases, Tn Marxist terms, the abstract categories of ownership-control on the one hand and
labour power on the other, remain, essentially, unchanged, but it is important to draw a sharp
distinction between these categories and the sub__;ects who fill them, not only for reasons of
theoreﬁcal clarity, but becanse the class position of the individuals has tended to become
blurred within modern enterprise, with the possibility frequently existing for subjects being
producers (workers), owners (sharehclders) and manapers at the same time. Even mote
pertinent for the position of producers is the capital they bring into the enterprise through their
knowledge and experience, which may allow them to take on decision making roles through,
for example, the operation of computer technology and related information systems. In
Cressey and MacTnnes's terms the capital these employees "employ" (that is handed over to
them in the course of their working day) has greater reiativc value than in fordist production

systems. It is no longer simply their labour power which they have fo sell but their brain
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power as well. In this way, in contrast to Marxist prognoses, the division of labour between
mental and manual work is being broken down, particularly within industrial production in

‘the advanced capitalist economies. ™"

Seen in this light, the combination of the information technology ’*revolution® and the related
devempment of new forms of work organisation, does seem to.represent a departure from
fordism of greater significance than the labour process schoo! theorists allow. The most telling
criticisms of the notion of the *flexible specialisation rupture’ (that the old system of fordist
mass production is giving way to a new formn of production based on flexible new
techmologies and working methods) is that it too is over;deterministic and Iﬁmps togetl'L‘er
several distinet developments under the same heading®®, It also operates from the shaky
assumption (in common with Braverman) that Taylorism was the prototype of the previous
era, and that a new systen: has emics ged, characterised by Japanese-style guality circles,
teamworling, quality of life work programmes, functional flexibility, and computer-driven
technologies, along which peth all will head, This is partially negated by the variety of options
in terms of work organisation which still exist under capitalist production, and, in fact, existed
under fordism. For this reason, the looser term post-fordism is preferred as a generic
description for & phenomenon which nevertheless seems to represent a decisive .departure from
_tha fordist package, and which is certainly more prevalent in the mid-1990s than it was a
decade earlier when the terms post-fordism and flexible specialisation first entered the

common lexicon,'®

An added problem from some labour process theorists who critiqued Braverman’s static

* formulae, and more particularly the analysis emerging from the South African trades union
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movement, is a tendency to overstate and universalise the role played by worker resistance
and labour organisation in pushing managements along this course. In much of the South
African writing it iz simply asserted as an a priori article of faith that it was the workers who
pulled the trigger and that management had no option but to respond as they did. Countering
this kind of deferminism, Laclau makes the point, in contrast to Marxist approaches, that
while conflicts obviously exist between workers and capitalists, it does not fqllow that an
inherent antagonism is built into the system, or, as he puts it, that such conflicts "spring from
‘the logical analysis of the wage labour/capital relatioﬁship".‘“ And he goes on to argue:
"To show that capitalist relations of production are intrinsically antagonistic \;.rould therefore
menn demonstrating that the antaponism stems logically from the relationship between the
buyer and seller of labour power. But this is exactly what cannot be done. Could it be argued
that the relationship is intrinsically antagonistic because it is based on upegual exchange and
because the capitalist extracts surplus value from the worker. The answer to this question is
'nio* because it is only if the worker resists such extraction that the relationship becomes
antagonistic; and there is nothing in the category of “seller of labour power’ to suggest that

such resistance is a logical eonclusion."

Writing from within the labour process tradition, Thompson makes a similar point, cautioning
against determinism in the use of class categories and noting that "the form, content and
historical development of changes in the labour process have to be established empirically,
rather than *read off” from any general categories.”" He adds there are "no specific imperatives
in the spheres of control, skill or indeed anything else"®. It is worth mentioning for
example that pos_t-fbrdist schemes were introduw, :d in the United States and to a lesser extent

in Britain, at the beginning of & period of sustained decline in the size and strength in the
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trade union movement, which has continued until recently. Likewise several South African
companies who pioreered participative managemeni projects, such as Cashbuild, did so from
8 weak and unihreatening trade union base, and with a workforce which was already

compliant,

Another weakness is that the focus on structural causation - on imperatives of productivity and
inherent class conflict - blinds labour process theorists to the role played by individual CEOs
and wthers in positions of power within companies. Poole warns against the folly of taking
arigid approach to understanding managerial decision-making, arguing this would mean that
"the crucial role of choice in the formulation of strategy tends to be organised out," i
argument is that management’s decisions contain a sirong subjective element and are not
 simply imposed by circumstances. These choices do not always emerge out of long-term
planning, but are frequently made on a *rule of thumb’, *spur of the moriznt® basis by those
wielding power, within the parameters of the constraints they are working under. The point
here is that the categories of ownership/control and non-ownersh_ii: ¢y not defermine the
response of the subjects operating within these categories. Human beings are not, as Marx
would have it, ciass actors striving, ultimately, for autonomy and collective harmony, nor, as
Adam Smith would bave it, market agents, striving through enlightened self interest for the
greater good. Rather, following Laclau, social identity is bound up with its contingent
conditions of existence and cannot be seen as self-sufficient and filled with prior attributes,
As he expresses it with reference to industrial conflict; "Insofar as an antagonism exists
between & worker and .a capitalist, such antagonism is not inherent to the relations of
sroduction themselves but ocours between the latter and the identity of the agent outside."'®

He illustrates this as follows: "For example a decent standard of living is impossible when
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wages fall below 2 certain level; and ﬂuct@tions in the labour market affect housing
conditions or the workers® access to consumer goods. In this case, however, the conflict is not
internal to capitalist relations of production (in which the worker counts merely as a seller of
labour power), but takes place between the relations of production and the workers’s identity

outside of them. "1

Yet this entire dimension - the impact of the world outside the office and shopfloor - is all
but ignored by the labour process school theorists. In this respect Giddens’ approsch to the
origins of post~f6rdism is instructive. In contrast to the conventional wisdom that its edvent
was caused by technological changes, he situates it within the context of the greater social
reflexivity of the post-traditionalist world. "(T)he underlying reason for the growth of "flexibie
production’ and ’bottom-up decision-making' is that a universe of high reflexivity leads to
greater autonomy of action, which the enterprise must recognise and draw on."'® Likewise

Harvey sees *flexible accumulation® as a break with the rigidity of the Keynesian-Fordist |
political and economic compromise - forced on the capitalist world by the oil price induced
recession of 1973, "The 1970s and 1980s kave ... been a troubled period of economic
regtructuring and social and political readjustment. In the social space created by all this flux
and uncertainty, a series of novel experiments in the realms of industrial orgﬁnisation as well
as in political and social life have begun to take shape. These experiments may represent the
eatly stirrings of the passage to an entirely new regime of accumulation, coupled with a quite

different system of political and social regulation,"'”

Robin Murtay situates the challenge to the dominance of fordism within the dimension of the

broader cuitural and political upheaval of the 1960s. "In 1968 this challenge exploded in



Europe and the USA. It was a cultural as much as an industrial revolt, attacking the central

principles of fordism, its definitions of work and consumption, its shaping of towns and its

overriding nature. From that time on we can see a fracturing of the foundations of

predictability on which fordism is based.""” Murray argues that most companies adopting
 post-fordist pfogrammes have viewed them more as frameworks for learning than as

instruments of control, and he sees them as being integrally related to lessons learnt from the
- cultural changes that have persisted since the 1960s. "On the bookshelf Peters and Waterman
replace F W 'I'gylor. ... Majorities are being transformed into minorities, as we enter the age
of proportional repreéentatiou. And under the Mow of Chemobﬂ even fordism’s scientific
modernism is being brought to book, as we realise there is more than one way up the
technological mountain. Not all of these can be read off from the new production systems.
Some are rooted in the popular opposition fo fordism. They represent an alternative version
of post-fordism, which flowered after 1968 in the community movements and the new craft
trades unionism of alternative plans, Their orga.ﬁisatiunal forms - networks, work-piace
democracy, co-operatives, the dissolving of the platform speaker into meetings in the round -
_ have echoes in the new textbooks of menagement, indeed capital has been quick to take up
progressive innpvations for its own purposes. There are then many sources and contested

versions of post-fordist culture, What they share is a break with the era of Ford."'?

While this may be an over-romentic version of post-fordism, it has the advantage of
recognising that its source is not only found within the reaim of production, and indeed that
it is a phenomenon which is not restricted to the workplace. Rather, the form of the capital-
labour relation, whether adversarial, cooperative or some combination of the two, is infiuenced

by & range of culfural, political and economic considerations external to the capital-labour
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relations. This point can be emphasised with respect to South Aﬁ:ican. participative
management. As argued in the cowse of the succeeding chapteré it was a development
motivated by the country’s political situation, and by the related cultural gulf between white
managers and black wosters - as a means of attempting fo narrow this gap, and of dealing
with and containing some of conflicts, crises and problems which apaftheii and the anti-

apartheid ’struggle’ threw up.
2.3.4 South African frades unjons and labour process theory

One of the few South African academie studies focussing on the emergeiice of participative
management was conducted by the Wits University industrial sociologist Judy Maller whose
work in the late 1980s and carly 1990s embraced Cressey and Maclnnes’s approach of
stressing that subordination and consent were both essential elements to the labour process.
Her interest is mainly in worker responses to managerial strategles, rather than the scparate
but related dimensions of work organisation and new technology which were a key aspect of
much of the debate internationai debate. In applying the theory of the "dual nature” of the
capital-labour relation to South African conditions, she regards participative management as
a possible though not inevitable ﬁmagmiﬂ strategy to elicit worker conseat, In contrast to
those like Thompson who caution against making generalised empirical assumptions from a
theoretical base'”, she argues this sirategy was primarily a response to worker organisation
and resistance, based on management’s "need to elicit the active co-operation of its workforce
in the pursuit of increased productivity," and its intention “is one of institutionalising and
containing conﬂicg""‘ Her view as to whether this represents a danger or an opportunity

for labour hangs uneasily between two stools. On the ome hand she poinis to "the
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contradictory effect of opening ui: greater space for labour - to push back the frontier of
control in the factory and o increase ifs claims on social wealth." But she also counsels
a rejection of the managerial project per se. In her 1992 .book_ on the subject, she writes; *The
project of participative management which seeks to undermine unions is ... rejected: it does
not empower workers nor allow them to influence decision making, Instead it attempts to alter
the balance of power fo retain managarial prerogative."’ The union response she advocates
is one that attempts to embrace both of these emphases. She terms it “adversarial
pafﬁcipaiion“ - taking part in certain participative programmes on the unions’ own terms, and

where possible at their initiative, primarily through the collective bargaining procedure.

Throughout the 1980s and the eaxly 1990s there was a heated debate within the union
movement and among their academic and political backers concerning a range of issues
arising from within the participative management project. These included the extent to which
unions should involve themselves in participatory structures established or proposed by
management, the value or otherwise of employee shareownership (BSOP) schemes,
productivity agreements and joint management-worker forums'”, and whether and how
labour and business should cooperate in future industrial policy in South Africa'™. The
fissures emerged on the question of whether working with management in cooperative forums,
both at the level of the firm and nationally, could further the interests of members by
impmving their day to day working conditions and longer term bargaining position, or would
diminish worker solidarity, create divisions and undermine the unions’ socialist project. The
common ground was that the long-term interests of the workers lay in socialism and that the
class interests of workers and owners/managers (there was seldom a distinction drawn between

the two) were inherently antagonistic.
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The general suspicion of participative programmes among South Afvican trades utions has it
origin in practical experience - of managerial racism, strike breaking and union bashing,
collaboration between bosses and the apartheid state, and low wages and unsafe working
conditions. Arising from this experience, the tone of the overt anfagonism and ::>oing
conflict thai has been a featwe of South African industrial relations was set through the
struggles for union rights and for higher wages and befter working conditions. This
experiential dimensiﬁn was the most important factor in influencing union perspectives. But
other snbjective influences at the level of ideology which are also worth noting. One was
Marxism, or Marxist-inspired thinking in farious competing currents, which enveloped the
culture of resistance within the country as well as in the exile world and had a profound, if
disparate, influence on union perspectives. Its forms ranged from the formulaic, Soviet-derived
. Marxism of the South African Communist Party to the syndicalism of elements of the
international union movement. An important source of influence can be detected from the
industrial sociology and other departments ai several English language South African
univessities™, with much of their wurk drawing from studies by socialist academics, mainly
from Britain (and the intelleciusl influence of British lefiwing academia on the union
movement in South Aﬁ‘ica certainly went well beyond this'®). The positions adopted by the
*independent’ South African trades unions in the late 1980s on the issue of participation,
tended to echo the premises of the academic perspectives, particularly those emerging from
the labour process school. This in turn had a profound influence on the course iuken by
participative management programmes in South Aftica. In comntrast to Germany (where
corporatism had been an essential ingredient of industrial relations since the war), Japan
(where militant unions had been broken in the 1950s and where a cooperative work culture

was deeply entrenched) end the United States (where unions were in a state of prolonged
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decline and were largely irrelevant to the implementation of TQM), South Afiican CEOs were
faced with 2 union culture deeply suspicious, and frequently sirongly antagonistic to
participatory managerial programmes, and, as is discussed in chapter six, to a considerable

extent this remains the case today, alb'* in a mitigated form.

" This high levél of suspicion and the consequent approach of confining cooperative forums,
was probably more marked among union cfficials than among the ordinary membership. As
shown below with respect to PG Bison, while rank and file union members and some regional
. officials were often keen to embrace such programmes, it was the officials who tended to
 counsel caution or outright opposition. This meant thoge within management responsible for
implementing such initiatives had to proceed cautiously when dealing with unions - taking a
sl:ep by step approach, emphasising aspects attractive to the unions like literacy and anti-racist '
programmes, They also had to build union objections into their programmes, demands and
recommendations which they might not otherwise have done, and this meant that at most
companies unions were drawn in as part of the process and not bypassed. Muﬁh of the content
of the opposition from the unions and their academic backers, concemed questions of
motivation and causation, wim the assumption that management was either infroducing these
schemes as part of an assertive attempt to improve productivity and undenmine upion strength,
or that it was a defensive response to political and union pressures, or both. The general
premise invariably began with a suspicion of managerial design and motive, with some
protagonists nevertheless advising participation under certain circumsances, along the lines

proposed at an academic level, by Maller, among others.
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Nowhere was the debate over managerial motives and ﬁow to respond to them more explicit
and publicised than from within Ppwawu, the union which had to respond to participative
. ogrammes at PG Bison and later at Nampalk and Carlton Paper. On the one hand fhere were
significant voices with: - ‘he uion giving a positive eu;iorsement to this form of stakeholder
programme. For example, at a PG Bison National Forum meeting, Ppwawu regional organiser,
Phineas Masombuke embraced the cdﬁpany’s participative programime with considerable
enthusiasm: "In the past business was characterised by a master-servant reletionship. It ié quite
encouraging for PG Bison fo opt for a different route - away from confiontation, towards
giving. workers a say, Others will follow suit. So the new idéas auger well. ... PG Bison will
always be remembered. It will go down in history for setting an example on how to change
. Jabour relations."™® On the other hand there were those like former national organiser Rob
Rees and former assistant national organiser Sakhela Buhlungu who were implacably opposed
1o all participative programmes as well as to n;ational-level co~determinism and called on
* unions to "challenge the current pdlitics o t.:.}aSS compromiss™®, This was considered the
only way to prevent the decline of the union movement. "Class compromise cannot survive
with strong workers’ control. Conversely, increasing class compromise will lead to a decline
in participation and the ultimate defeat of our movement. We should not forget that the bosses
and the workers can never be on the same side - unless workers accept the bosses’ right to
exploit, pay starvation wages and attack workers"®, Rees wrote. Buhlungu expressed
concern about the implidations of worker participation schemes for the "struggle for
socialism", and lamented the fact that "until recently” it was taken for granted within the
union movelﬁent that "transformation meant the destruction of the capitalist system."™™ The
defeat of capitalism and victory for socialism were the only democratic alternatives for

workers. "We saw democracy as being possible only under this system. We all assumed that
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capitalism was full of internal contradictions which would eventually lead to jts overthrow
through revolutionary struggle or class conflict, not class co-operation. At the workplace this
would lead to the takeover and running of factories by workers through democratically elected

committeas. &

Eventusally the formal position emerging from Ppwawu was one which, in both practical and
theoretical terms, fell between these two stools - advocating "adversarial participation”, along
the lines proposed by Maller, and undoubtably influenced by her perspective'®, Arguing for
this position, Ppwawu officials Welcume Ntghangase and Apollis Solomons wrote that the
reason for management embarking on participative programmes was a combination ofiaressume
from unions and the need for improved productivity and quality - an understanding differing
substantially from those who viewed it as an assertive managerial sirategy with the prime aim
of defeating the unions. "In the face of stiff international competition," they wrote, "South
. African comi:anies will have to increase the quality of their prodnets. But the development
of the productive forces and the growth of the unions make it imnossible for management to
use coercive methods to increase productivity and ensurve efficiency and quality of work,
Instead managemeﬂt must elicit the co-operation of workers by creating a working

environment which encourages workers to use their brain power and initiative."™

While this approach is an advance on the rigidity of some of the others cited above, it still
suffers from the determinism integral to so much of the writing focussing on the labour
process. In this case co-operative managerial policies are read off as an inevitable consequence
of the development of the *productive forces’, rather than a possible response to these changes

(as well as to other considerations) likely to be influenced by range of other stimuli, most
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located outside the factory gates. To build this argument it is necessary to consider the nature
of these other preasures and influences, and then to examine how they affected managements

at various companies, which can best be approached through the means of case studies,

2.4 THE RELEVAMNCE OF CASE STUDIES

What the preceding discussion ~uggests is that in answering the main question posed at the
outset - why did several lazge South African corporations adopt participative management
strategies in the 19805 - and various others which arise from it, a degree of eclecticism is
essential. This means taking what is useful from different, sometimes competing, analytical
approaches and throwing out the rest. Furthermore, it suggests a slant towards an empirical
emphasis is warranted, albeit without veering too far down the road of empiricism (where all
facts are treated as equal and all abstract theoretical discourse rejected), Certainly an empirical
bies is preferable to squeezing the fécts into one or anoﬂxer. universal theoretical model in
order to establish a pre-ordained conclusion, Therefore in order fo build the case for one of
the premises stated in the opening chapter - that partlmpatwe management in South Africa
should be regarded as a political phencmenon (albeit one powerfully influenced by a range
of pressures and influences) - it is necessary to establish a basis for this through factual
example. This raises the question of the applicability of case studies. Their purpose is to
illustrate more general points of contention through an focus on examp[eé. This, however,

requires that the examples chosen have a broeder relevance and resonance within their field.

As the primary case study, PG Bison fulfilled these criteria, First, it was a large, publicly-

owned company with significant manufacturing and retail components and a presence in most
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of the country’s pruvfnces. Second, i had a wide .spread of ethnic, political, regional and
union identities among its employees and directors. Former CEO Leon Cohen saw the
company as “in all respects ... 8 microcosm of the country ... comprising five thousand people
from all walks of life - extreme right to extreme left, from rich to poor, educated to illiterate,
meke and female, all races and religions."® Third, its process of implementing participative
management was overtly politicised, not ouly in its original conception, but in the way it was
received. Again, as Cohen put it: "The people in the business were representative of the broad
groupings and views of South Africans, People did not leave their politics, fears, anxieties and
beliefs at the gate when they came to work,"'® Fourth, its experience with participative
nianagement had a considerable influence within the business, tabour aﬁd political domains,
as well as being publicise. more generally'®, and therefore was not merely an interesting
anomaly, but rather an eMple which had an impact on the development of the phenomenon
more broadly. The sscondary case studies - Cashbuild, VW, Nampak, Premier, SAB, First
National, Nedcor, Gencor and Eskom - provide a broader point of reference which adds to

the general picture,

Together these examples offer a sufficiently wide sample to provide a broad sense of the
motivating forces behind South African participative management as well as its parameters
and effects. These examples and the development of participative management in South Africa
more generally, are considered within the context of the changing role played by the business
community within the country’s political terrain and of international precedent, particularly
in Japan, Germany, the United States, Great Britain and Sweden. Some of the issues relating
to the theoretical debates touched on above, are built into the discussion around the primary

case study, PG Bison.
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NOTES

1. Cne option is to start from a theoretical premise about social change or a more specific set of
premises rooted in one or another branch of social theory, and then attempt to apply this o the set of
facts at one’s disposal. Another is to start with an empirical hypothesis founded upon a more abstract
conception.

2. This is not to suggest a direct comparison between Soviet and Western methods of ensuring such
compliance. In the former, military and economic contro! was more absolute, and there was a greater
willingness to use the threat of full-scale military invasion (Hungary, Czechoslovakia, Afghanistan).
However, it would also be wrong to draw too big a gulf between the two. Contrary to the spirit of
Fukuyama's contention that no democracy has ever declared war on another, one can point to direct
American military involvement in initiating, controlling and funding military interventions against
several other democracies during the Cold War when perceived US interests were threatened, including
the Dominican Republic, Guatamala and Allende’s Chile, as well as direct and indirect military
. interventions against governments within the US *sphere of influence’ which could not be defined as

democratic {Vietriam, Laos, Cambodia, Zaire, Angola, Granada, Nicarague, Panama). The French
played a similar role with respect to several of its former colonies in Africa,

3. Francis Fukuyama, "The Primacy of Cultute,” Journal of Democeacy, Volume §, aumber 1, January
1995, p 9.

4, The end of the Cold War rapidly promipted challenpges to the national boundacies set at Versailles
and Potsdam, The genie of suppressed national and tribal identity was released, often with extreme
xenophobic violence, This was apparent throughout the former Soviet Union and Yugoslavia, and in
different forms (not always directly related to the end of the Cold War) with the Kashmiris in India,
the Tamils in Sri Lanka, the separatists in the Sudan and the Basque province of Spain, the anti-
colonial movements in East Timor and Tibet, the war between Tutsis and Hutus in the Great Lakes
region of Africa,among others. Among the most extreme expressions of resurgent ethnic nationalism
emetged mainly in the coundries of the former Eastern bloc and Yugoslavia, either as govetnmeats
{most notably in Setbia and Croatia - the former arising out of the former socialist government, the -
latter drawing on profo-fascist traditions), and/or as national movements (ie, Russian, Czechnian,
Moldovan, Hungarian, Slovakian and Bosnian Serb). The point here is that while such ethnic groups,
and the conflicts they participate in, may represent a threat to democracy in certain cases (that in the
former states of Yugoslavia being the miost extreme), they do not, by their nature, represent a
prototype for others to follow, are limited in their geopraphical range.

5. Onpe could point to strong neo-fascist currents within several Latin Amerisan countries such as
Guatemala, Bt Salvador, Hondwras and Chile (though in each of these cases, in a more muted form
than a decade ago), as well as a more assertive and coordinated neo-fascist presence in parts of
western Enropa (Italy, Austria, Germaay, France, Spain, Belgium and the Netherlands), the United
States, Turkey and Japan, But the growth of neo-fascism, while having grester infernational reach,
shows litfle indication of becoming a sipnificant threat to liberal democracy.

6. At most what could be argued is that political parties formerly espousing communism have
displayed more resilience than was generally predicted in the first flushes of celebration after the
system’s global demise. Among the former Eastern European socialist states, parties formerly allied
to communist doctrine have been elected in Hungary, Poland, Lithuania, Estonia, Turkmenistan,
Georgia, Moldovia, Serbifa, Romania, Bulgaria, Siovakia and also, at the parliamentary thotigh not the
presidential level, in Russia (though they subsequently lost power in Bulgaria, Romauia, Estonia and
Slovakis). They have also pained in sirength in several other couniries, most rotably (eastern)
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Germany. Outside of this region, formerly Soviet-aligned parties have won or retained power in
elections in Nepal, Angola, Mozambique, Namibia and South Aftica while governments formerly
advocating Bolshevism have retained power without democratic elections in Cuba, Vietnam, North
Korea and China. Several points are worth asserting in mitigation: first, with the demise of the Soviet
Inion and its satellites, the conditions for creatmg a socialist political and military power bloc ona
global scale no longer existed; second, the economic conditions for creating any form of socialism on
a national or regional basis, no longer existed (if, indeed, they ever did); third, few of the political
pariies in the countries mentioned above advocate a return to state socialism, Most propose little more
than slowing the transition to capitalism (in the former sacialist world) or infroducing limited social
democratic measures, and several - most hotably in Russie - martried social democratic teadencies w1th
a more vimlent form of nationalism.

7. The spread of Islamic fundamentalism represents a more energetic challenge to liberal democracy.
S:veral countries are ruled by undemocratic governments espousing fundamentalist variants of Islam,
including Iran, Irag, Sudaen, Syria and Afghanistan, while several other north Aftican, Asian and
Middle East governments which are less fundamentalist are increasingly under threat from Islamic
finidamentalist movements (most notably Algeria and Egypt), and others are impeded in their ability
w govern democratioally (Pakistan, the Palestinian administration in the West Bank and even the
secular state of Turkey). More commonly they have had the effect of strengthening the hold religious
coneervatives within government and the state (most notably Saudi Arabia, but also in numerous other
Islamic-influenced dictatorships or authoritarian regimes, including Nigeria, Indonesia, Yemen, Kuwait
and Lybia). Of those countries and regional states with Isiamic majorities very few - Turkey, Pakistan,
the Muslim component of the Bosnian state and some of the Islamic states of the former Soviet Union
- have movernments which have shown any sustained inclination towards liberal democracy - and in
each of these cases there are severe qualifications fo this inclination. Somie existing democracies have
also been strongly affected by Islamic fundamentalism, not so much by its growth within their own
populations (though this has been a feature of the past decade in France, the US, Britain and India),
but more through new sources of terrorism at a time when the threat of secular ideologtcal terrorism
had receded. Most notable here have been the terror attacks by Algerian Islamists ageinst the former
coloniai power of France, the Keshmiri separatist struggles in Indig and the bombing of the World
Trade Centre by Egyptian Islamic terrorists, In the eyes of some western governments Islamic
fundamentalism has become the nevs international villain, a successor to the *Evil Empire’ of
communism, One effect of this bas been to reinforce the hand of intelligence and security lobbies
within thege states. In global terms, however, it is easy to overstate this threat, Very few Islamic stafes
(and none espousing fundamentalism) bave succee.:d in building viable, integrated economies, fet
alone creating realistic alternatives to capitalism and its appeal appears to be limited to the minority
of states with large Islamic populations. As Fukuyama puts it: “(N)o fundamentslist state has proved
it con master the process of industrialisation. Even those lucky epough to have inherited natural-
resource wealth have not dealt effectively with the social problems that helped bring them fo power;
.. This only reinforces Islamic fundamentalism®s lack of appeat for everyone not culturally Islamic
to begin with," (Francis Fukuyama, "The Primacy of Culture®, Journal of Democracy, volmne 6,
oumber 1, January 1995,

8. Ibid, pp 9 - 14. He regards this as a challenger to liberal democracy in that #o =gsence "is a society
built not around individual rights, but around a deeply ingrained moral code tt af is he basis for strong
social structures and community life." (ibid, p 12), It is the coherence of its sociut structures, the moral
education which asccompanies them, and particularly the subordination of individuals to the family,
rather than its institutions, which defines it. Thercfore it is compatible with democracy (Japan), with
a semi-autheritarian state (Singapore) and, particularly in its Sinitic form (where the ruler’s authority
is modelled on that of the father) with dictatorship. While this does not, in itself, represent a global
challente to the individualism of liberal democracy (maitily because this is also a regional
phenomencn but also because it has proved fo be compatible with democracy), it provides a serious

91



challenge to Western libere} thinking because of all the alternatives, "only Asians have been able to
master the modemn technological world and create capitalist societies competitive with those of the
West - indecd, some would argpe, superior in many ways" (ibid, p 11). :

9. According to a recent count by Freedom House - in its annual survey of "Freedom in the World"
there were 76 "fres" countries (defined in terms of the extent to which they comply to basic liberal
demycratic principles) by the end of 19%4, compared with 65 at the beginning of 1990, (cited in
editorial on "Democracy’s Future", Journal of Democracy, volume 6, pumber 1, January 1995, p 4.
In this period the shift from dictatorship to multi-party democracy was most remarkable in Africa.
Between 1990 and 1994 30 countries held multi-party elections, with two thirds of these judged to be
fres and fair by international observers, and in 11 countries incumbents were voted cut of power. It
is worth mentioning though that many other countries (particularly in Africa, Latin America, the
Caribbean and parts of the former Fastern Bloc) appear to exist in the grey area between democracy
and authoritarian rule - closer fo liberal democratic ideals than before but falling short in several areas,
most notably their weak political institutions and constitutional arrangements which do not fulfil afl
the minimum conditions of democracy,

16. Examples of such resirictions include the Official Secrets Act and related code of secrecy
regarding state business in Britain, the barring of visas to ideologically unsound would-be visitors in
the United States and the 1953 ban on the Communist Party (through the constitutional court) in
Germany. More significant though has been the powerful role of intelligence agencies within the state,
and the restrictions on individual freedoms this has allowed them within their own domains, and, more
particularly, the interventions within the domains of other states. Within multi-party democracies in
the Western sphere of influence these inferventions have ranged from directing or backing the
establishment of client Christian Democratic-type perties in Evrope and Asia (particularly in Ttaly,
Germany and Japan) after the war, to helping unseat Gough Whitlam’s Labour government in
Australia, to advising, funding, armiing and assisting a coup apainst a democratically elected

government in Chile, and prior to that in several other countries, most notably Guatemala end the -

Dominican Republic. Perhaps the most startling example of restrictions in democratic practice emerged
from Italy, where, as is now unfolding through countless trials, the dominant party, the Christian
Democrats, was erigaged in large-scale vote buying through the Mafia over several decades as part of
a long-running plan, backed by the US and the Catholic church, to ensure that the Communists never
attained power, Together with other anti-democratic moves, from the ubiguitous role played by the
Mesonic Lodges in ensuring an exira-legal and often illegal consensus between the key power players
in society, 1o the alleged complicity in political murders by Christian Democratic leaders, this puts in
serious doubt the existence of anything approaching a genvine democracy during these years in Italy.

11, In Britain, for instance, after a period of uncertainty, the right found its new bete noire in Brussels
(as the home of EC and symbol for every vice from bureaucratic red tape to political correciness).
Oncethe part; of Buropean intepration, Tory energies shifted towards the threat that further integration
represented to Briti "t soversignty. In the US, the Republican Party and the far right, found their new
raison d'etre in the enemies of liberalism, feminism and mntti-culturalism.

12. In the US the shift of political discourse to the right which had been a feature since the tax revolts
of 1978, appeared to fray in the early ninetics, and again during 1996, First, the 'pragmatic”
consetvatism of the centrist Republicanism of the Bush presidency followed by the election of a
representative of the Democrat centre-right in Bill Clinton in 1992. In this period, which came in the
immediate aftermath of the collapse of Communism, the more ccherent national agenda of the
Republican far right had not yet emerged in the clear form it did in 1994 when the old enemies of the

Cold War had successfully been replaced by internal enemies (particularly liberalism and big

government) combined with e more tesirictive definition of American identity and a more absolute
variant of supply side economic policy. While its success at the party political level has been less than
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absolute, it does appear to be more than & short-term tendency, despite the setback of the 1996
presidential election. There are several underlying reason why this shift has taken place. It has arisen
a context of prolonged, though uneven economic decline, if not always in absolute fermis, then refative
to certain other nation-states and regions, and most particularly Japan {though this has, at times, been
overemphasised, ignoring the fact that the US still dominates world production in several industries,
and research and development more peneratly, as well as the current boom in the economy,
particularly in terms of job creation). However, this relative decline can be identified as becoming
apparent at least ac early as the 1973 Opec oil price hike. Combined with this wns the challenge to
national identity in & nation where individual identify (and particularty male identiry) is bound up so
closely with the robustress of national symbols, through the defeat in the Vietnam war. In a country
where the balance of powers between federal and state governments was always precarious, and where
there has Jong been powerful body of opinion viewing government as, at best, a necessary evil, the
challenges to the federal government, were given further impetus by the Watergate hearings and the
anti-state youth cuiture which flowered in the 1960s. In addition the disintegration of inner cities in
the absence of a welfare net, and the consequent rise in violent crime, and the visible failure of the
-mythical *melting pot’ to do its bit in integrating most non-white minorities, has prompted the popular
shift towards harsher law and order policies, while the threat to jobs from Asian and Hispanic
immigration (a5 well as from the export of jobs to the developing world), and also the more assertive
position of women in the job market, has contributed to 'white male rebellion’ which has been 2
feature of the mid-nineties. Several more subjective factors (themselves related ‘o the changing
national climate) have also come into play, including the rapid growth of a fiundamentalist brand of
Christianity, particularly through varions Pentecostal networks, and their coalescence as a highly
organised rightwing political force

13. Puring the 1980s most industrialised liberal dernocracies were dominated by stable governments
headed by parties with & rightwerd bent and several led by a single president or prime minister - the
US Republicans under Ronald Reagan, the British Conservatives under Margaret Thatcher, the German
Christian Democrats undsr Helmut Kohl, the Ttalian Christian Democrats under alliances dominated
by Giulio Andreotti, the Japanese Liberal Democrats and the Canadian Conservatives. A similar
appearance of stabiitty existed in France under Mifterand’s nominally socialist presidency, which, in
its gecond term, took a sharp turn to the right to adopt a strict monetarist package. In addition during
much of the 1980z conservativ: parties or eoalitions miled in several other Western Buropean states
including Belgium, Norway, Sweden, Denmark, Greece and Portugal, Supply side economists of a
monetarist bent were also *exported” as policy advisers to, among others, Menachim Begin’s Israel,
Pinochet’s Chile, and, at the end of the decade, to the emerging povernments of the former communist
states, most particularly Poland, Czechoslovakia, the Czech Republic and Russia.

14, Including Britain, Portugel, Greece, Fintand, Sweden, Norwsy, Iceland, Denmark, Belgium, Italy,
Malta and New Zealand,

15. In Britain the shift in political discourse since the tum of the decade has tended fo be away from
the aggressive individualism of the Thatcher years, contributing fo the decline in Conservative Party
fortunes. A more marked decline saw the ruling Canadian Conservative party redused to a single seat
in 1993, In Italy the political system disintegrated as a direct result of the anti-corruption drive which
followed the collapse of the Cold War hegemony of the Christian Democratic Party and has yet to
fully recover, or to re-emerge in a coherent new form, though the 1996 victory of the centre-left Olive
Branch coalition offered the fleeting possibility of a new consensus. For similar corruption-related
reasons, the 45 year dominance of the Liberal Democrats was temporarily shaken up in Japan while
in India the grip on power of the statist Congress party has weakened considerably. Throughout
Scandinavia, spells of conservative rule gave way to the refurn of a far less ambitious variaut of social
democracy, a development which had previously occurred in Greece and was repeated in Portugal. In
France a decade dominated by Mitterand socialists gave way to a Gaulist return (ironically, on a
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platform which offered Keynesian sclutions to unemployment to counter the monetarism of the
socialist years), while in Germany the centre-right Christian Democratic alliance has held on for 14
years (including the seven years since re-unification) without undoing the major tenets of the welfare
state. In Australia the Labour Party held power for a similar length of time on a platform stressing free
trade befote being unseated in 1996, while in New Zealand the welfare state was rapidly dismantled
during the decade of conservative rule. In Spain socialist governments held sway for 20 years, until
the scourge of corruption and other forms of illegal state action led to a centre-right cealition
government. In several other advanced industrialised nations - such as Auskria, Belgium and the
Netherlands - there has been no sustained dominance between Christian Democrat and Social
Democrat parties and alfiance politics of a kind completely foreign to the American and British
constifutional systems have continued to predominate. Overzll, in the advanced imdustrialised
democracies, the picture et the party political level, does not suggest a shift to a coherent rightwing
agenda of the kind that swept the US.

16. This was most apparent in Italy, where the entire political system during the Cold War years was
exposed as being based on the *Tangenti’ system of bribes, kickbacks, patronage and large-scale
‘Mafia-linked votes selling. While the impetus for the still incomplete broak-down of this system came
from wnderlying =ocial factors {perhaps most significantly the loosening of the tight family ties that
allowed the syst, of patronage to flourish, as a result of industrislisation and the migration frem
south to north), it was bronght to the fore by political developments which emerged ag 2 vesult of the
collapse of communism. Particularly in the early post-war years, the CIA, with the backing of the
Catholic clurch and organised crime, covertly supported and funded the Christian Democrats, and, to
a lesser extent the socialists, to undermine the perceived threat of a Communist viciory, However, Italy
was no exception in this regard. In Japan the exposure of a kickback system between Liberal
Demoagratic politicians and leading businessmen, led to the Liberal Democrats being swept from power
for the fizst time since the war, In France, both the Gaulist and Socialist parties were hif by a series
of corruption scandals while Belginm was shaken by a series of corruption revelation reaching to the
heart of government. In Spain the 14-year-old government of socialist premier Felipe Gonzalez was
unsettled by evidence of kickbacks on contracts and the bugging of opponents. While Britain and the
US have been less exposed to this form: of corruption, there js evidence that it is more widespread than
once assumed and even in Germany evidence of corruption is growing. In the couniry’s financial
capital, Frankfurt, in 1994 there were 11 498 cases of official corruption, moest involving kickbacks
to civil servants, compared with 361 in 1988 (The Observer, April 16 1995),

17. In Britain a *Europhile’ position (advocating closer ties and fewer restrictions on relations with
the rest of the EU) was, in the 1970s, associated with the majority of the Conservative Party, while
a "Europhobe’ position was most closely {thongh not exclusively) associated with the ieft of the
Lebour Party, In the 1990s the majority of the party of the left (Labour) is seen as pro-Europe, while
the Conservative Party has adopted increasingly anti-Eutopean positions. In the US in the 1980s,
Republican governments were associated with expansive foreign policies backed by strong military
intervention and with aggressive free trade policies, while their successors in the post-communist 1920s
bave increasingl;’ “~en associated with isolationism end, in some cases, protectionism (in contrast to
a Democrat President associated with the Gatt free trade agreement and military interventions i Haiti,
Somalia and Bosnia). More starkly, in Russia, the forces of what were once considered to be the left
(the communists) came to be referred to as the conservatives (accurately, as ‘conservative® is a relative,
not an absolute, noun or adjective) but also, frequently, as the *right’. Even the word °liberal’ has lost
much of its definifiot. What it means politically in the US (where the word is associated by its
opponents, with, among other negatives, the bureaucratic state, social libertarianism, welfare
expenditure and multi-culturalism) is not the same as what it means jp South Africa (where it has
become associated mainly with a free market, federalist opposition to apartheid), and is the opposite
of what the ferm has come to mean economically (where “liberal economics® has become common
currency to describe supply side, monetarist, positions). The confusion about terminology - about
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what is right and left - is illustrated by two examples finm Evrope in April 1996. Lord McAlpine,
former Tory party treasurer, argued: "(N)ow we need our trade union movement’s muscle to protect
ol interests ... against bureancratic-infested Brussels," (Daily Express, April 19, 1996). Two days later
Italy's Olive Tree coalition, dominated by former leaders of the Communist Party, won power and this
immediately bad the effect of boosting the Lira, because of business confidence in the coalition’s
stability and austerity programmes. (Evening Standard, April 22 1996) McAlpine, who, in the 1980s
raised millions for Margaret Thatcher and backed her moves to cripple union power, still described
himself ag being on the far right, The Olive Tree coalition, whose prodecessors would not have been
permitted to take power during the Cold War, described itself as a centre-left group.

18. Anthony Giddens, "The Observer Essay: Government’s lagt gasp?”, The Olizerver, July 9 1995,

19. While socialism was abandoned in such cases, their povernments were compelled to submit in
varying degrees to market forces, and their economies - or at Jeast their state components - provided
little in the way of reassurance for those with a lingering hope for a revival in the fortunes of
Marxism-Leninism.

20. Mikhail Gorbachev, Perestroika, Collins, London, 1987.

21, This iz probably stated most suceinctly in their seminal work, The Communist Manifesto (Marx,
Karl and Bngels, Friedrich: The Communist Manifesto, in David McLeltan (ed): Karl Marx: Selected
Writings, Oxford University Press, Oxford, 1977.

22, Most palpably with regard to the withering of the state, but alsa in ferms of the underlying
economic logic of these systems.

23, As Eileen Appelbaum and Peter Albin put it in their study of the computerisation of the insurance
industry, these technologies are "well suited to the integration of tasks and the decentralisation of
control apd decision making." ("Computer rationalisation and the transformation of work: Lessons
from the insurance industry," in Stephien Wood: The Transformation of Work, Unwin Hyman, London,
1989, p 248. _

24. Peter Drucker, Post-Capitalist Society, Butterworth-Heinemann, Oxford, 1993.
25, Charfes Handy, The Empty Raincoat, Hutchinson, London, 1994, p 24.

26, Tom Peters, Liberation Management, Macmilian, London, 1992, p 758,

27. Handy, op cit, pp 153 - 154

28. Most suceessful political parties have ceased fo be class based in the way they were in previous
eras, while in most advanced industrialised countries considerations of race, sex and, in particular,
generation, seem to be more significant in influencing social attitudes, astions and divisions.

29, Goran Therborn, "Dialectics of Modernity: On Critical Theory and the Legacy of Twentieth-
_ Century Marxism," New Leoft Review, no 215, Janvary/Febrary 1996, pp 30 - 81.

30, Por instance in the early years after the second World War, the German Social Democtatic Party
(SPD) was still ostensibly Marxist in economics, Haly and France had large Bolshevist communist
parties closely tied to the Soviet Union, while the British Labour Party hiad a strong current which was
neutral in foreign policy and left-wing socialist in economic policy. It was in this context that the
social-democratic compromise was secured - and was accepted by capital and most parties of the right
because the alternative seemed far worse. '
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31. Interview in Der Spiegel quoted in The Guardian Ontlook, September 23 1995,

32. For instance, in Pritain, Australia, Portugal, Denmark, Sweden and Norway - all of which have
moved decisively away from past policies focussing on natiomali<stion, higher taxation and
bureaucratic interventionism.

33. By, for example, closing tax loopholes and reorganising spending priorities, improving education
and training, decentralising aspects of national economiss, and, in some cases, by the limited
Keynesian measures of faking a more interventionist role in macro-economic management and through
policies to encourage invesiment and savings, but certainly without the threat of significantly higher
taxation, let alone re-pationalisation programmes.

34. See for example Hutton, op cit; John Kay, The Business of Economics, Oxford University Press,
Londen, 1996, and for an implicit, business-oriented perspective in this direction, Charles Handy, op
cit.

35. In Brifain the notion of stakeholder® capitalism and the *stakeholder’ society/economy/firm has
been backed by a variety of actors on the centre-left both befors and after the Labour Party leader,
Tony Blair, gave the idea national prominence. These have included, for example, the leader of the
Trades Union Congress Fohn Monks, the national secretary of one of Britain’s largest tnion, the
Transport and General Workers Union, Jack Dromey, the general secretary of the Fabian Society
Sinron Crine, and various prominent neo-Keynesian economists and centre Ieft social theorists and

- commentators such as John Kay, John Gray, Ed Mayo, David Marqnand end Will Hutton. The idea
was also proposed by the Liberal Democrat's Dahrendorf Comumission in 1995,

36. Dr Brian Mahwinney, chairman of the Conservative Party, attacked it in the following terms: "It’s
essence i cotporatism. Welcome back all the old friends - the trade unions, the vested interest groups,
the Laboui-dominated local anthorities ... it’s second hand socialist policies wrapped up in Tory
ribbons. ... It is a devious way to attempt to bring in rew taxes through the back door." Similarly,
British Prime Minister, John Major, said: "It is entrenched and steeped in the traditions of the left, of
socialism, of corporatism.” Likewise, Dr Madsen Pirie, president of the Adam Smith Institute described
the "stakeholder society" as “backdoor taxation”, adding, "it means that business will be obliged by
law to finance certain activities - the social programme ...". {guoted in The Guardiap, Janvary 17
1996).

37. The leftwing Labour MP Ken Livingstone reacted to the stakeholder ides in the following terms:
"Ii’s warm words time again. I haven’t a clue what it means. If anyone does could they let me know?"
(Ibid). Cthers on the far left such as the Minewotkers Union leader Arthur Scurgill and the Socialist
Workers Party portrayed it as & devious threat to worker solidarity and to sociakism,

38. J K Galbraith, The New Industrial State, Houghton Miffiin, Boston, 1971.

39, In Britain, for instance, several leading corporations describe themselves as ‘stakeholder
companies’, including Marks and Spencer, BP, and British Telecom. Among the first to embrace this
specific self-description in South Affica were the executive directors at PG Bison, where CEO Leon
Cohen and vxecutive director Christo Nel first used the term in 1987.

40, If the Labour Party’s still-loose prescriptions in this area are to be followed, at a policy level in
Britain this might involve measures to counter *short-fermism’, by, for instance, requiring takeovers
to be justified in the public interest, increasing certain union righis for workers, and offering capital
gains tax incentives to companies prioritising long-term investment, A rore ambitious version, might,
in addition, involve policies prompting or even compelling pension funds towards long term
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investments, promoting business expansion through a national development bank, Jegislating for joint
management-worker cooperative siructures within companies and encouraging employee
shateownership schemes. (See Will Hutton, The State We're In, Jonathan Cape, London, 1995).

41. Quoted in The Guardian, January 9 1996,
42. Quoted in The Guardign, January 17 1995,

43. This loose thrust is encapsulated by the Laboar Party MP Peter Mandleson and the public policy
consultant Roger Liddle, in their book The Blair Revelution - can New Labour deliver? (Faber,
London, 1996). They write: "New Labour’s distinctive emphasis is on community, This is not a soft,
romantic coneept - old dears at bingo nights in draughty halls, or the world of the tightly-knit mining
community that now is dying away, Community is a robust and powerful ides, and is the heart of the
stakeholder economy New Labour wishes to create, It means teamwork - working and scting together
in companies, in local neighbourhoods, in the country as a whole fo get things done. It meaus
mutuality - rights and tesponsibilities going hand in hand. It means justice - that all interests are
served, not just those of the rich and powerful. This concept of community is more than an individual
obligation to be Kind, loving and charitable: First, everyone should have a stake in society and no one
should be excluded from it. That is why the abolition of long-term unemployment is central to Labour

“policy. Secondly, individuals cannot roach their full potential alone, and nor will the "free® market
ensure jt either. They need the opportunities that come from being part of a strong community that
acts together to back up their efforts - for example, by ensuring a high-quality education system and
& health service, Thirdly, rights carry with them cobligations. Yes, young pecple have rights to a much
wider range of opportunity, but with the backing of the wider community goes an obligation fo the
wider community. Yes, companies should enjoy the freedom to compete in a dynamic market, but
along with that freedom goes responsibility to all their stakeholders - workers, sharcholders, bankers,
long-term sub-contractors and customers. ... We know that we Jive in a new global economy and that
there is no aiternative to that. We stand for a strong society and an efficient economy because we need
both, and each needs the nther. That is the essence of our belief in One Nation policies and the
principle of the stakeholder economy.”

44, Possible legislative implications from a Labour Party government in Britain could involve state-
funded fobs, education and training programmes aimed at taking youth off the dole and into work, the
infroduction of a minimum wage, various programmes to ensure lifelong learning opportunities for
workers, increased provision of nursery education and a focus on "wiring up" schools and libraries to
ensure greater access to computer technology.

45, Quoted in, "Only working together will save the economy," The Observer, October 13 1996, See
also, John Kay, The Businessof Economics, Oxford University Press, London, 1996 and Will Hutton,

The State We're In, op cit.

46, 'The version of democracy in which citizens vote every few years in order to give absolutist powers
to an elected party to govern as they like until the next election - epitomised by the Westminster
system - is, like so many other shibboleths of Western socio-economic thought and practice, coming
under serious intellectual and political challenge. One reason is that the gap has widened between the
speed of communication of ideas facilitated by the *desktop revolution’ and the ponderous workings
of party political democtacy, in which, in most cases, people have little effective power over the day-
to-day workings of government. This may be a contributing factor fo the fall-off in party-political
participation, and election percentage polls, particularly with respect to the youth, a development which
seems to reflect a wider sense of degpair, and lack of confidence in the dominant values of the system.
(See "Generation X and the Mew Work Ethic”, Demcs research report, London, 1994 and "Freedom’s
Children; Work, relationships and politics for 18 - 34 year olds", Demos report, London, 1995). When
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combined with evidence of comuption referred to above, this hag contributed to a weakening of the
significance of party polities and of governinent, and therefare, by proxy, the strengthening of the neo-
Iiberal agenda. Only in Italy was the ceisis of legitimacy so profound as to force an overhaul of the
entire political system, though in various ways these have been limited signs of adaption elsewhere,
One example is the widespread interest in issuss of citizenship and constitutional reform in response
to what Lord Halisham called the "elective dic’atorsbip" of the Westminster system in Britatn, which
led to the launch of the Charter 88 campaign for coustitutional change. These concerns were taken up
by both the Labour and Liberal-Democrat parties through their advocacy of significant constitutionat
change, with reform proposals including consideration of a referendum on proportional representation,
the elimination of the hereditary vote in the House of Lords, and the creation of a tier of regional
governmeit and the ;7 ugthening of local government, significantly weakened and replaced by
unelected guasi-state bodies ("quanpos’) during the Tory years. In the US an example of a different
kind is the increasing use of referenda to decide major political issues in several states. Another is the
" Republican sgenda to prune back the federal state and reduce the privileges of congressmen. Other
responses - which in some cases are more proof of"the inadequacy institutions than an antidote to them
- have included the kigher profile of single issue campaigns beyond the realm of party politics (with
environmental campaigns on the one hand and religious fundamentalist on the other being the most
significant), as well as the emergence of populist presidential and other candidates from outside the
major, established parties, some of whom own and control sections the mass media or have the
perscnal Tesources to strongly influerce it, and who are able to attract a sipnificant proportion of the
popular vote (Ross Perct, Silvio Berlosconi, Winston Peters, James Goldsmith). A related development
hus been the growth of far right parties, previously regarded as fringe phenomena. The poinf here is
that the collapse of communism has been one of several eatalytic factors prizing open areas of
constitutional politics which for so long had seeined sacrosanct.

47. See 2.3 below.

48. Georg Hegel, "Hege!l's Philosophy of Right, Oxford University Piess, London, 1967 and The
Philosophy of History, Dover Publications, New York, 1956.

49. Thomas Hobbes, Leviathon, Parts 1 and 2, Bobbs-Merill, Indianaspolis, 1958.
50. Adam Smith, The Wealth of Nation Penguin, New York, 1979
51, Prancis Fukuyama, The End of Hi and the Last Man, London, Penguiy, 1992, p XI1.

52. Francis Fukuyamas, “The End of History?", The National Interest, no 16, Summer, 1989, pp 3 -
18).

53. Fukuyama, The End of History, op cit, pp xiv - xv,

54, The terin neo-libezalismn, usvaily reserved for the sconomic radicalism and aggressive individualism
of the new right and sometimes to the political manifestations of this radicstism, is derived from the
neo-classical liberalism of free market economics, rather than the palitical liberalism associated with
an emphasis on human rights, the rule of law and equality of opportunity. It is distinguished from the
more general term "conservatism”, which has no inherent ideclogical slant beyond reflecting a desire
to conserve - the opposite thrnst from neo-liberal radicalism. This often appears confusing because -
partly for reasons of emotional impulse, but more particularly out of political neoessity - economic
neo-liberals have tended to associate themselves with political conservatives and traditionalists,
particularly on questions of the nation, crime and punishment, the military, the family and gender.
The thetoric of libertarianism which is a byproduct of their economic world view, frequently founders
on the rocks of this traditionalism. Few prominant political neo-liberals in the West are prepared to
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follow the logic of their views to the areas of, say, policy on legalising drugs or radically slashing
defence expenditure, and this ofien leads to an uneasy co-existence of contradictory political
philosophies. For example, neo-liberals advocsate the extension of the market to all walks of life - a
factor which hes contributed to the "threats” to community and family life which neo-liberals so
furvently claim to cherish and defend.

55. A vivid example of came in Britain in 1996, when government deregulation of the meat industry
contributed to the livestock feeding practices (specifically the use of sheep brains, some of whicn wers
contaminated with Scrapies as a protein supplement for cows) which may have prompted the mass
infection of British herds with BSE ("Mad Cow" diserse), and its transfer fo human beings in the form
of Creutzfeldt-Jaceb Disease.

56. According fo the monetarist view, growth is delivered by low taxes and low inflation, not fiscal
policy or general levels of economic activity. Inflation is purely as a monetary phenomenon, and the
prime role of government economic policy is to set a monetary target, set interest rates at a level
which preventz inflation and balance the hudget, The combination of low rates of growth and fow rates
of inflation has provided substance to the challenge fo this view. Among other things this has
suggested that changes in fiscal policy, and changes in the interest rate, have 4 major fmpact on the
level of demand in tie economy, and on the composition of that demand. '

57. US Federal Reserve statistics indicate that the percentage of America’s wealth owned by the
wealthiest one percer  of the population rose from 20 percent in 1980 to nearly 41) percent in 1995
(figures quoted in The Independent April 18, 1995). Accordirg to figures cited by Handy, the top 10
percent of earners in the United States are paid six times 5¢ much s the bottom 10 percent, whereas
ihe ratio in Germany is 2:1. (Handy, op cit, p 27). In Britain the overall trend during the 20th century
fias been towards a reduction in the reiative wealth of the richest one percent (from 59 percent of the
nation’s wealth in 1920 to 18 percent in 1994, according to research conducted by Edward Wolff),
though this was reversed in the 1980s, According to a British government report, between 1979 and
1990 the income of the bottom 10 percent declined by 14 percent in real terms while the average
honsehold income rose by 36 percent. (Handy, op cit, p 12). By 1995 the richest 25 percent in Britain
gwned 71 percent of the wealth, according to Wolff. {op cit)

58. In the US the top rate of income tax fell from 70 percent in 1980 to 31 percent in 1990, but the
US savings rate fell from 8,2 percent to 5 percent while between 1950 and 1990 investment as a
proportion of the GDP -emained at 10 percent, while corporation tex feil from 26 percent to 9 percent.
(US Department of Commerce figures quoted in The Guardian, November 4 19986).

59. This has happened partly through VAT and sales taxes and through the flat rate social security
taxes.

60. Between 1960 and 1990 the average annual GDP growth rate fell from 4.3 percent ®© 1.7 percent,
while in same period the top marginal rate of taxation fell from 78 percent to 31 percent. (The

Quardian, op cit).

61, According tu statistics released by the EC, the Deutsche bank and the QECD almost 18 million
people in Europe, or 11 percent of the workforce were unemployed at the beginning of 1994,
compared with under 6.5 percent in the US, Unemployment levels were highest in Western Europe
among the 1§ - 25 age group, with 24 percent of France’s unemployed coming Jom this category, 30
percent of Britain’s and 48 percent of Italy’s. In most countries these figures represent a steady rise
from the situation at the start of the 1980s, For instance between 1930 and 1994 unemployment levels
rose from 6.5 percent to 11.7 percent in Italy, 7.2 to 10.5 percent in Canada, and between 1980 and
September 1995, 6 to 11,5 percent in France and 5.8 to 8.1 percent in Britain and even in "Job for
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Life" Japan the unemployment percentage rose from 1.8 percent 3.2 percent (and 6.1 percent in the
15 - 24 age bracket), (Statistics quoted in Independent on Sunday, March 20 1994, Time International
February 7 1994, Evening Standard September 29 1995, The Sunday Telegraph, Qctober 1 1995; The
Times, November 2 1995)

62. This would ignore ’globalisation’ which has contributed to the diminution in the power of nation
states (and the concomitant increase in power of a range of other institutions - regional and multi-
national bodies, transnational corporations, the bond markets, even the internst), In many respects neo-
liberal economic policies were a response to this shift in power, and the related need o create a more
stiractive climate for investment in the face of increased competition from the Fast, as well as a
response to demographic forces which, particularly in Europe, have scen ageing populations more
reliant on welfare payouts (resulting in capital being absorbed through these high social costs and not
into investment) and have prompted even social democratic parties into policies simed at restructuring
and pruning the welfare state. Here the tendency in, for example, the Labour Parties in Australia and
Britain, the Portuguese socialists, and the Scandinavian social democratic paties, as well as among
the *Clinton Democratics’ in the US - has been to shift wuifare support into a mechanism for
encouraging training to *empower’ individuals and move theri away from the *culture of dependency”,
while at the same time reducing some of the scope of its uni vetsality and encouraging private rather
than state pensions. The US, with its mere flexible, less regulated, less unionis ed labour matket, lower
taxes and social expenditure and higher income differential, has beep more successful in creating jobs
during economic upturns than Westesn Europe, Between 1970 and 1990 the US economy created 38
million jobs against 10 millica in Evrope, while between 1960 and 1992 total US employment doubled
(creating 32,8 million new private sector jobs and six million in the public sector) while jobs in what
are now the BU countries rose by 10 percent (of which anly 3 million wers new private sector jobs,
compared with 7 million in the public sector). However, real wages in the United States rose by less
than half & percent each year - one third the rate in Westetn Europe. (OECD gtatistics quoted in
Independent on Sunday and Time International, op cit). The US, however, has tiot esraped the impact
of the overall loss of higher paid manufacturing jobs, with new jobs being created largely in the lower
paid service sector or on a part-time basis. For instance a net fotal of 176 000 manufacturing jobs
disappeared in the United States in 1993, according to US Labour department figures quoted in Time
International (op cit), with workers being required to work longer how.s than previously at lower rates
of pay. According to Juliet Schor, the average Amerfeans worked 164 hours per year more in 1992
than 20 years previcusly, {cited in The Overworked Americap, MNew York, Basic Bonks, 1992), It is
also worth pointing to the social costs of the US system, with, for example its starker social divisions
and far higher levels of violent erime. For instance, according to FBI figures, the number of murder
victims in the US in 1993 was 24 500 compared with 675 in England and Wales, (fipures quoted in
The Times, December 28 1994).

63. Such as the law and order policies and curtailment of trades union rights in Singapore and
Malaysia.

64, Particularly Hong Kong.

65, In 1993 Japan's total tax receipts amounted to 29 percent of its GDP - the same as that
in the TJS, but significantly lower than that in Britain (35 percent) or the Western European
average (41 percent), (figures quoted in The Timeg, November 2 1995).

66. The average growth of GDP per capita between 1965 and 1990 was 5.6 percent in what
the World Bank calls the High Performing Asian Economies (Japan, Taiwan, Singapore, Hong
Kong, Indonesia, Malaysia and Thailand), compared with 2.3 percent in the OECD economies,
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1.8 percent in Latin America and the Caribbean and 0.1 percent in sub-Sahara Aftica. ("The
East Asian Miracle," World Bank research report, Oxford University Press, London, 1993).

67. While there are significant differences in the economic, cultural and political systems of
the East Asian nations, there is enough common ground to generalise. In most East Asian
economies, and particularly Japan, there is a far greater emphasis on co-operation, trust,
tradition and continuity both within and between enterprises - enhanced by the culture of life-
time employment and job security and the far lower level of labour mobility. Contracts are
less price mediated than in the West, and wealth creation and productivity are seen to come
from co-operative, long-term relationships. The business culture is also more production-
oriented than in the West, In Japan, and to a lesser extent several of the other East Asfan
economies, it is also notable that the financial markets are more regulated and less market-
based than their major competitors, and the required returns are also far lower - a factor that
has encouraged the high rates of investment in these economies. The interventionist role of
the staie in encouraging and directing growth and investment in most of the East Asian
economies has gone way beyond the regulation of the financial markets. (See for instance,
Paul Hirst, op cit, pp 125 - 127 and Will Hutton, op cit, pp 270 - 271). In many ways similar
observations can be made about the role of the state in these economies. The situation in
Japan is discussed in chapter four, while in Taiwan and South Korea governments intervened
to prevent blockages in markets and coprdination failures, in the nationalisation of banks and
in large-scale public investment, as well as in creating a highly skilled and well educated
workforce, while in Malaysia, the state, and more particularly the axtended family of the
prime minister, Mahathir Mohamad, has played an even more direct role in sponsoring the
economic growth. In South Korea the banking system was nationalised while in Taiwan the
Statute for Encouragement of Investment was promulgated and the state actively promoted
the dissemination of foreign fechnology. In both economies there was extensive public
investment in areas the market tended to avoid (for instance in establishing a state-owned steel
mill in Korea and plastics, cement and glass firms in Taiwan - all neasures which, in their
own ways encouraging investment and helped to foster the subsequent export-led growth.

68. Francis Fukuyama, Trust: The Social Virtues and the Creation of Prosperity, Hamish
Harmilton, London, 19935,

69. Quoted in "The seer who had a second look," The Times, October 2 1995 and threshed

out in Trust; The Social Virtues and the Creation of Prosperity, Hamigh Hamiltor, New York,
1995,

70. Martin Jacques, "The Culture Essay: Western culiure defies the rising Eastern Sun,” The
Culture, November 13 1994.

71. He argues that capitalist societies with sirong family structures but wesk civic or
community structures tend to be characterised, at the economic level, by a predominance of
small businesses because the level of trust required for large businesses oiten does not exist,
Examples he cites include China, Taiwan, Singapore, France, Italy and Spain. Japan an:l
Gtxmany, on the other hand, can be distinguished from these in that they have a significant
network of community and voluntary groups not based on kinship, which help generate the
social capital required for creating larger enterprises which dominate the economies of both
the United States and Japan, In this respect, he argues, Japan, resembles the United States,
which is also characterised & Jense network of voluntary groups, albeit of a less hierarchical
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nature than in Japan. He acknowledges that the State plays a larger role in Japanese society
and business life than in the US, but suggests that this is a secondary factor in Japan’s
economic growth. However, because individualism is triumphing over community life in the
US (pointing both to the fall in membership of voluntary groups as well as to the breakdown
of traditional family structures), the historical fund of social vapital is being depleted rather
than renewed. (Francis Fukuyama, Trust: The Secial Virtues, op cit)

72. In answering the question of why capitalism emerged in the west rather than anywhere
else, Weber siressed the role of Protestantism in providing the ethical context for business to
thrive. He pointed out that capitalism required a climate of trust which could not be delivered
solely by the business contract and in the West this was delivered by the bond of trust created
by the Protestant ethic, (Max Weber, The Protestant Ethic and the Spirit of Capitalism,
London, Unwin Paperbacks, 1985). Fukuyama draws from this emphasis in considering why
capitalism was successfully transplanted into the East Asian societies with such success -
though instead of the Protestant ethic, he examines a broader range of cultural considerations
which come under the heading "social capital" (Fukuyama, op cit).

73, Prancis Fuluyama, Thid,
74. Hutton, op cit, pp 237 - 238.

75. The central policy prescriptions of Keynes (and most modern neo-Keynesians) focus on
increasing prosperity by increasing investment in the economy. The argument is that if
investment is increased (through, for instance, increased government expenditure during a
recession - often known as pump-priming) it can lead to increased growth, which in turn
promipts higher savings, and further investment. This argument about the *multiplier’ effect
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 CHAPTER THREE

BUSINESS AND POLITICS IN SOUTH AFRICA
1.1 INTRODUCTION -

Wherever businesses are doing business they cannot but be affected by the political processes
within the states where they are situated, One reason for this is that there is 2 mutuality of
interest between business and the state which ensures they can never be &v&ced from one
another. Business is reliﬁnt on the siate to create or maintain tﬁe conditions necessary for it
to survive and répro.duce itself while the state relies on business to create the wealth on which

its own survival depends.

These structural considerations open the way for a network of relations between business,
government and the state, at national, regional and Jocal levels, At a minimum businesses will
register under_ company law, submit audits, pay taxes and their operation is governed by a
myriad of state, regional and local goﬁment laws and regulations concerning, for example,
health and safety, hiring and firing their emplovees, collective bargaining, exchange control,
import and export licenses, and even what goods and services they may frade in. Tn addition,
they may wish to bid for tendets put out by onte or another branch of government, or {o apply
for exemptions fron this or thet regulation or, where such legislation applies, thay may make
nse of state industrial mediation services, or their employess might be subject to military
service, Their land may be appropriated for a highway. When their employees steal or assault
one another or defraud the company, they may call on the police. When they breach

regulations, or have a dispute with an individual or another company, they will use the courts.



In the course of their normal operatibn they will have to deal with variety of state
functionaries - tax inspéctors, health and safety inspectors, policemen, magistrates and judges,

conciliation board members, officials assessing tender applications and so on.

This much is all self-evident. The point is that as  °ch as many businessmen may eschew
politics or describe themselves as a-political, or despise their government or all government,
it is something they cannot avoid. By merely being in business they are setting up a variety
of relationships which are cqnnected to the political process, even in the least politicised
business eavironment, And this, in turn, tends to prompt a political interest or a vﬁriety of
political interests,.and 2 more direct engagement with the political procésses. In mapy
countries businesses or businessmen may need or wish to bribe state officials te get what they
want, Or they may. lobby some branch of government or individual within it to bave a law
changed. They may also provide support for a particular political party because its policies
suit their interests (lower taxes/free trade/protection/loosening exchange control/cheanging the
minimum wage), or they may support it to gain some future or present advantage for the
company {a state tender for instance), or some adventage for an individuél. within the
 company (a knighthood, a place on a "quango™). Equally feasibly, the company may provide
political support in a particular direction because its chief executive or chairman simply holds
that view, or perhaps because he went to school or univzrsity with e party leader, or they
belong to the same club. In South Africa, however, the relationship has always been more
overtly politicised with its major trading partners, and this has applied even for those
companies wishing to remain outside of the political fray, Wherever they turned they would
be confronted by issues which had the effect of drawing them deeper into the political

Process.
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They had to negotiate their way around the {_roup Areas, Population Registration and Separate
Amenities Acts, and, in the mining industry, around job reservation. Their black workers were
often functionally illiterate as a result of apartheid ¢ducation policies. At the same time, the
land acts and later the *homeland’ system provided subsistence for migrant workers’ families,
thereby allowing lower wages to be paid, while the pass laws contributed to the control of this
labour force and helped channel its supply. On the mines, cheap, unorganised black migrant
labour coniributed o large dividends for several generations but at the same time these laws
impeded the emergence of a permanent, urbanised labour force required, in particular, for the
factories. The power of workers to resist was curtailed by a variety of repressive means,
including the denial of union rights to blﬁ.ck workers untii 1980, often with the active
collusion of the *bosses’. This benefitted major sectors of capital - particularly agriculture and
mining - but also widened the gap between black and white employees, removed a channel
for communication between workers and management and was a cause of the politicised

recognition . .rikes of the 1970s and 1980s.

In most sectors of the economy, there was an in-built ambiguity in the relationship between
business and the state. Companies and their directors had to pay high rates of taxation o feed
the apartheid bureaucracy and the military, which in turn, however, provided Iucrative
opportunities for tenders and sub-confracting. They faced exchange contrel to protect a weak

currency. Sanctions and disinvestment had the effect of restricting their scope for imports and

exports and of contracting the markets in which they operated, while at the same time offering |

protection fom competition. The lax controls and secrecy within the bureaucracy, combined
with the police preoccupation with politics, provided the opportunity for fraud, tax avoidance

and graft on an ever-increasing scale, But their work was interrupted by apartheid public
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holidays and anti-apartheid stayways, Their white male employees would take compulsory
leave of absence to complete military service. Their black workers had to make long, tiring
joutneys to and from work. By the 1980s they faced trades unions with socialist aspirations
who regarded them &s part of the apartheid edifice and white employees who wanted this
edifice to remain in place. They were confronted with calls fo assist state intelligence
ga:thenng and secutity structures and at the same time, pressures to be seen to be opposing

the government.

Businesses therefore had to find ways negotiating this relationship with the government, the

ruling party and the state, and later with oppositionsd forces, in order to influence the poﬁﬁcal

sifuation to their advantage. But they also had to confront the effects of the country’s political

circumstances on their own operations, One of the major directions this internal thrust took
came in the pc‘aliticised forms of participative management programmes that emerged in the
late 1980s and early 1990s, which is discussed in more detail the chapters which follow.
However, to understand this it is necessary fo present a fuller picture of the scope of their

political response, and how it shifted according to different stimuli and pressures

3.2 CAPITAL, THE STATE AND POLITICAL ALLEGIANCE

The primary conflict in South Aﬁ'lcan gociety during the apartheid years was that between the
state and the ’people’ (or more specifically, between the white-controlled state and the
African, Indian and coloured peeple). This dominated other divisions within both white and
black society, and was of fundamental importance to the ways in which both the business

community and organised labour, related to politics. Partly because of what would now be
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defined as racist perceptions going back mll beyond the time of the arrival of the Dutch from
1662, and partly because the state defined its subjects in racial categories - especially after
1948 .- the subjects themselves tended to see this as their first identity. Whether a company
director, artisan, civil servant, policeman or prisoner, the defining aspect of a white person’s
status in life was his or her skin colour, or, mote accurately, racial classification, even if day
to day activities did not prompt 2 mnsdﬁmmss of this dimension. And, if ﬁnything, this was
a more overt congiderafion for black South Africans, who, whatever their income or status,
were reminded daily of their subservient status as a result of their colowr and racial
¢lassification. This has invariably been a more pertinent factor in determining the parameters
and scope of political activity than othcr lines of division such as class or religion, Except for
a statistically insignificant minority, white subjects channeled their political aspirations within
. the framework of the racially exclusive democrat_:y established at Union after 1910. African
subjects, in confrast, had few viable options but to channel their aspirations through
organisations, movements and unions which fell outside of this framework, or were subsidiary
to it. One result was that white businessmen tended to see their political options in terms of
the strictures of white power. As Andrew Torchia put it: "As members of white South African
society they ... (are) influenced by the ideology of white supremacy, and their political views
are shaped by their personal prejudices and those of their acquaintances as well as by purely
economic considerations".! This consideration was the major factor de - ing the scope of
capitzi’s relation to politics, just as the racial dimension (as defined by the state) was the
prime consideration shaping the response of the union movement to politics between the 1970s

and 1990s.
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This did not mean that there were no major conflicts and differences within the.business
sector and between it and the stafe,{or, for that matter. within and betﬁreen the unions and
other mass oppositional formations). Rather, it was ﬁis racial identity, and not some abstractly
defined class interest, which tended to set the parameters for capital’s relation to politics and
the state, at least uutll the isie 15803. As David Wekh argued, "South Africa’s business elites
are whites before they are entreprenewrs” ? Within these boundary lines, companies, business
organisations and mdmdual businessmen responded in a variety of ways to the political
conditions and Jorces they were confronted with at different times. Before periodising these,
it is worth providing a flavour of aspects of the debate on how to chara;cterise the relationship

between business, politics and the state in South Africa more generally.

At both the academic and the pulitical levels, the debate in this area in the late apartheid era
followed similar lines of contention to that discussed above concerning the motivation for
managerial innovations. Leaving aside overtly nationalist conceptions of the state, at the one
pole there were those within what could loosely be termed a liberal tradition which ﬁperated
from an a-priori assumption of an inherent conflict between the interests of capital and the
apartheid state. At the other pole, those.worlcing from a Marxist-inspired tradition assumgd
a congruence of interest between capital and the staie. Within these poles there have been
various shades of emphasis and several notable exceptions®, but these two broad perspectives
tended to remain mutuslly exclusive, withi their own frames of reference ~ only to debate
each other at cross purposes. And their conflicting assumptions carried into the political arena
in the 1980s over question of strategies to pursue in bringing apartheid to an end, influencing

both business and labour alike.
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3.2.1 Liberal focus on dissonance between capital and the state

As discussed in chapter two, & ke’ precept of modern neo-classical economic thought is a
faith in the purity of free markets, and their ability to secure the greatest social good when
unfeitered by state intervention. The role of government is restricted to a few fundamentals,
of which securing the peace, maintaining the rule oflawandprotectingthe currency are the
most important. It follows from this that beyand these confined Iimits there is a necessary
conﬁﬁﬁon between the interests of capital and of the state, particularly if that state is one
which restricts economic ﬁ'eedoﬁls, as the apartheid state did - a view first articulated by
fiberal economic historians like Ralph Horwitz soon afier apartheid policy was first
formulated®, |

A related, though not necessarily consequential, article of faith focuses on the inherently
meodernising role of capital: that capitalist economic growth ultimately sweeps away archaic
systems of thought.and state systems, and ali that stands in the way of free enterﬁ:ise anid
even of liberal democracy. Perhaps the clearest version of this belief - which contrasted with
the earlier liberal prognosis of an “explosior’ between the economic dynamism of the market
and the political conservatism of the state® or of a stasis as a result of the dominance of the
economy by Afiikaner political power® - came in a pioneering article, penned in 1964, by
Anglo-American economist Michael O’Dowd, who predicted that the catalyst for apartheid’s
demise would inevitably be the growth of the capitalist economy. The forces unleased by this
" growth - urbamisation, trades union power, the rise ~i the black middle class, the needs of
local and foreign business - would steadily undsrnine apartheid until it ceased to be viable
by the 1980s and would eventually usher in 8 Western-style democratic system.” A cruder

variant of this confidence in the healing powers the market, came from ike gum of monetarist
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economics, Milton Friedman, who, during a visit to South Africa in 1976, argued the toss for |
the backing the anti-communist governments in Rhodesia and South Africa and went on to
express faith in the power of the market to unravel apartheid: "It is paradoxical yet true that
the market mechanizsm of voting enal {5 reople to achieve their own objectives more
effectively than the mechanism of vofing through a political process. And fhis is of conrse
énormuusly important for.counirics like South Africa ... One of the beauties of the market
mechaniem is that it is colour blind. Tt enables people to c6~opera1e together in their daily
affairs regardless of whether they agree on political ideology, on religion or an any other

aspects of life."

In her considerably more noanced and less rigid historical approach, Merle Lipton recognised
that in the first half of the century farmers and m.ineowﬁars supported segregatory policies
because they facilitated the supply of cheap, umskilled labour, but she stressed the escalating
antagonism between eapital - partioularly manufacturing capital, and the post-1948 South
Aftican government, portraying these two forces as being in a state of perpetu { ¢ ~nflict,
mainly as & result of the need for skilled labour and fo~ a larger internal marxet.® Het
' argument beIowad from the view that manufacturers and later mine owners had little vested
inferest in apartheid policy. "The dominant capitals in SA did not support Afrikaner
pationalism; it thrived despite them. ... Today, as during the 1920s, Marxists are mistaken in -
identifying the interests of capital with the maintenance of a streamlined or °restructured
apartheid and failing to see that capitalists - despite some reservations and ambivalence - are
among the pressures (sic) for its erosion; while white labour and the bureaucracy, despite

some changes in attitude, remain its major sources of support."'®
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This percepti.nn emerges more starkly in discussions of the forces responsible for bringing
apartheid rule to an end. As is discussed in chapter two, Fukuyama assumed an inexorzbls
drive in the direction of liberal democracy as a result of the impact of capitalist enterprise and
scientiﬁc endeavor and of Hegelian "recognition’. Applying this to South Africa, he contrasted
apartheid with capitalist economics, and argued that the growing gap betwetn the two led to
4 voluntary abdication of power: "Apartheid was an effort to permit the industrial
dzvelopment of South Africa based on the use of black labour, while at the same time secking
to reverse and prevent the urbanisation of South Africa’s blacks that is the uatural concomitant
of any process of industrialisation. Such an effort at social engineering was both monumental
in its ambition and, in retrospact, monumentally foolish in its ultimate aim ... The
impossibility of defying the laws of modern economics had, by the late 1980s, led to a
revolution in Afrikaner thinking ... The apartheid system’s loss of legitimacy among whites
was thus ultimately based on its ineffectiveness, and has led te an acceptance on the part of
a majority of Afrikaners of a new system of power sharing with blacks. ... What permitted
regime change was the voluntary decision on the part.of at Jeast certain members of the old
regime to give up power in favour of a democratically elected government. While this willing
retreat from power was ﬂmys provided by some immediate crisis, it was ultimately made
possible by a growing belief that democracy was the only legitimate source of quthority in the
modern world, ... So much then, for that bit of conventional wisdom that maintains that

= Il

*nobody gives up power voluntarily™™.

This view - also adopiad in the late 1980s by South African writers such as John Kane-
Berman, Hermann Giliomes and Laurie Schiemmer, as well as by various anti-sanctions

politicians, newspaper editors and columnists - acquired added urgency when marshalled as
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an argument against sanctions and other external pressur.s. If capitalism and apartheid were
assumed, b_ nature, to be mortal enemies, and the prime factor bringing down apartheid was
capim]isf economic growth, then it would follow that any political strategy restricting
economic growth would be anathema to the goal of ending apartheid. Therefore, in this view,
sanr:uons, the *armed struggle®, even mass political mobilisation, were at best unnecessary and
counter~producti§e (though there were certainly others within the liberal tradifion vb~

acknowledged the *final blow® impact of such measures'?),

The starkest fallacy in this argument arises from the rigidity of its simplistic contemporary
conclusions; that economic growth led to the voluntary abdicat.on of power by apartheid’s
rulers and that pressures of & contrary nature merély inhibited this process. Certainly, one
cannol contest the central thrust of the position put by O’Dowd, Lipton, Kane-Berman®,
Giliomee and Schiemmer'* and many others within the South Aftican liberal tradition, that
the forces unleashed by economic growth - urbanisation, the establishment of a permanent
black lebour force living alongside white areas, the growth of trades unions and the
breakdown of job reservation, when combined with demographic changes reducing the
proportion of whites within the isopulation, prompted the gradual disiniepration of the
epartheid edifice. Bui it does not necessarily follow that economic growth *caused’ the advent
of political democracy or even that there was any direct relation between the two, One could
point to several examples of far more sustained and rapid economic growth without the
emergence of democracy - Singapore, Malaysia, Indonesia and China - to illustrate the point
that there is no inevitability in the relationship between economic growth and liberal

democracy.

123



To understand why South Africa embarked on its transition to democracy one has to look to
~ the combination of a variety of forms of mass internal rebellion together with the country’s
unique status as an international pariah as a result of the apartheid experiment, which,
together, short-circuited the authoritarian, *reform by stealth’ altemative along Malaysian,
Chinese or even Chilean lines. It would be hard to dispute the success of the financial
sanctions of the late 1980s'" (when combined with related international intervéntions‘“), in
concentrating the minds of a section of the ruling get on the alternatives to continued white
rule, As Chris Stals, governor of the South Aftican Reserve Bank, put it shortly before the
1994 general election: “The persistent outflow of capital has been cur main problem. The
disinvestment campaigr, financial sanctions, the withdrawal of loan funds, the withdrawal of
foreign banks - all these actions in the end were much more effective than trade sanctions. -
It fprced us to follow a restrictive macro-g.onomic policy, For eight or nine years we had o

run a current account surplus to finance a capital outflow."!”

These international dimensions in turn fed off *mass resistance’ and the intornal climate of
*ungovernability’'® and to a lesser extent the threat of the armed dimension of the conflict”,
It was also fortuitous that they reached their peek precisely at the moment of end of
communism and the failure of South Africa’s Angolan adventire, which, together, prompied
the decolonisation of Namibia, and allowed a more favourable balance of forces for a
democratic project in South Africa,”® These pressures (and related incentives), as well as the
persistent pleas from the business community in the late 1980s, and considerations relating
to the political struggles within the NP, created the conditions which prompted FWde
Klerk to sue for peace in 1990. At the same time, and subsequently, the prospect of the end

to financial, trade, sporting and cultura sanctions, and the return to inemnational *normality’,
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pmvided a powerful incentive to the white population to back negotiations over political
power, It would be incorrect 130 describe this, as Fukuyama did, as simply a “voluntary"
abdication ﬁf power by the old regime - a view borne out by a consideration of its attempts
to hold on to power through clandestine mititary means during the four subsequent years of
white rule.”? Rather the process of negotiation thar began in 1990 came about a5 a result of
a shifﬁng'ofthe balance of political forces, in which the white government recognised it could
10 longer rule alone, and therefore that it bad little option but to deal with its enermies, while
the black opposition, particulasly from the ANC, recognised it could ﬁot seize power through
military means or through insurrection. As Welsh put it: "The decision by State Presideat FW
de Kierk and Nelson Mandela to initiate a .negoﬁation PrOCEss ... reflected their mutual
recognition tilat the conflict was deadlocked. Perpetuating the conflict could mean only

" intensified violence and further economic decline,"?

What this suggests is that while economic growth compelled the disintegration of apartheid,
it was precisely those dimensions of pressure which had the effect of curtailing economic
growth, which .prompted the emergence of democracy. But the weakness in this branch of

liberal analysis was not restricted to the faulty logic of its conclusions about apariheid’s |
demise and democracy’s birth. It extended to the heart of the underlying premises behind
these conclusions: the bedrock belief in the market as an inherently liberalising force, and
therefore the a-priori assumption of dissonance betwéen the agents of the market (husinesses)
and apartheid, In reality the relationship between the two was rather more complex than this,
ag the less simplistic liberal bistories, lilrz Lipton’s, concede; Contrary to Friedman’s faith,
the markets in South Africa seidom achieved a state of *colour-biindness’ for the simple

" reason that those controlling them tended to view themselves and their customers in the racial
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categories they had inherited. As argved in chapter two, the merket does not .axist in an
exalted state of nature, and its agents are not simply individuals making their choices on the
* bagiz on unlimited mfomaﬁon and without prejudice. Rather they are people who live in
communities, who tend to trust those who share their values and beliefs, who look like them
and speak “heir language, and who make their decisions on the basis of limited, facomplete
and often false information. Nor does the market necessarily have an overriding interest in a
liberal democratic project, and even where it does, this does not imply that its agents will act

in these interests or that they will not benefit from the survival of a pre-liberal form of state.

It is worth menﬁbning the .opposita view from within a non-Marxist paradigm. David
Yudelman recognised the state as an actor in its own right, but stressed the commonality of
| interest between capital and the state, which arose primarily out of the state’s role in
protecting the process of capital accumulation. The characteristic form the celationship took
wes one of "public antiputhy and private passion." In South Africa, he argued, the
congruence of inferest between capital and the state was "almost withont equal in the modern
industrial world"®, despite the rbetoric in the opposite direction and a "pervasive conspiracy
of silence" abort the depth of this relationship. While, in common with the Marxist views
discussed below, this is a too rigid formulation about the nature of this relationship (it did not,
for example, allow for the more sustained antagonism between significant sections of capital
and the apartheid state after the PW Botha’s isolationist lurch in mid-1980s), it provides a
useful antidote to the meo-liberal assumption of inherent antipathy, and, on balance, its
conclusions are preferable to those taking the rhetoric of discord at face value.

As illustrated below, South Africon businessmen were racial subjects first, capitalists second,

in the way they related to their country’s political arena. Their perceived interests as white
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citizens frequently cosu-at:d their interests as members of a social class, and, as a resul, in
common with most white citizars, comparatively few developed a vision of a viable existence
somewhere over the rainbow of white-dominated -ule, ¥ Which is not to say that at all times
the majority identified with the apartheid project, nor that their representations and lobbying
did not have a major impact in secuﬁng the reforms of the 1970s and 1980z, Rathet, {the point
to make is that the version of history portraying a liberalising busincss sector in a state of

perpetual anomie wiih the apartheid state is an incomplete and therefore inaccurate one.
3.2.2 Revisionist focus on harmony between capi d the staie

The concern of much of the writing of the writing of the revisionist wave of the early
19705™ was to challenge the Liberal view of dissonance betweern capital and apartheid, and
its faith in the liberalising potential of econorsic growth (in contrast to the traditional Marxist
view of capitalissn sweeping away the last vestiges of fe’udalis_m and other pre-capitalist
systems). The focus therefore tended to be on the how racial segregation and apartheid had
served the interests of capital, or sections of capital. Examples included: the role played by
what became the homelands in reproducing the biack working class (by providing subsistence
for workers® families) and therefore creating the conditions for vapital to pay subsistence
wages to its migrant workers {as well as on the relationship between the development in the
urban areas and the underdevelopment in the homelands); the process of "proletarianisation"
viewed as a product of the decline in the viability of the homelands (rather than the attraction
of the *bright lights’ of the cities); the role played by Afrikaner capital in promoting the NP’s
rise to power and the correlation between the (supposed} rapid economic growth of the 1960s
and Verwoerdian apartheid. In the late 1970s and the 1980s, however, the focus shifted more
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squarely to the territory where Marxism had the weakest deck of cards: the state. The main
protagonists turned their attentions away from engaging the liberal thesis with empirical data,
and began instead to engage each other in a debate, which, in refrospect, has all the relevance
of a theological dispute about the number of angels who can dance on the head of a pin. The
traditionalists in the debate were those Mamsts who drew directly from the old masters, As
Lenin put it, the state was "a product and a manifestation of the irreconcability of class
contredictions"® or was Marx and Engels would have * "he executive of the ﬁodem state
is but a committee for managing the common affairs of the whole bourgeoisie”.* Some
modern South African variants of these positions similarly suggested a complete coﬁ:tmonality '
in the interests of capital and the state, arguing that poliﬁcal crises were a reflection of a crisis
- in accumulation and the state responses were attempts to remedy this crisis. They rejected the
notion of any level of autonomy between the state and capital and therefore downplayed the

significance of reforms™

But at the sarne time another branch of Marxist thought emerged, inspired by the French
structuralist school®, in which key protagonists™ moved away from assuming a congruence
of interest between capital in general and the. state, focussing instead, with sometimes
comparable determinism, on the relation between the *hegemonic’ fraction of capital and the
state™, but extending this notion to advance the idea of the relative autonomy of the state
under capitalism.® In later offerings, there was a further shift away from the old base-
superstructure Marxist model with the state and politics being atlowed a discrest category of
analysis, It was not an externality, which merely intervened in the *class struggle’, but instead
reflected the balance of class forces, both nationally and infternationaily, within a social

formation®®, and therefore, even in South Africa, the interests of the dominated classes would
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have an impact on the state, and would influence the *contradictions’s within the power bloc.
At the same time however, it was not simply a scoréi:oard of the class struggle; an aspect of
its relative autonomy emerged from the fact that its form was distinet from that of the
structures of economic power - it was organised into specialist apparatuses whose functions
were often autonomous from each other, and which sometimes pursued contradictory aims,
and therefore existed as ’sites of struggle’.” From this came the categoriSaﬁbn of South
Aftica as a 'racially exclusive bourgeois democracy’ in which the state presented itself in
different forms to various subjects - as a "bourgeois de:ﬁncratic’ nation state to ifs white
subjects and an overtly oppressive state to its black, and particularly African, subjects.®® Not
far from this conclusioﬁ .was the position of the SACP (and, in moderated form, the ANC®),
which characterised South Africa’s condition as "colonialism of a special type", rather than,
for instance, "racial capitalism"®. This emerged from a perc.epﬁon that the origins of South
Affica’s variant of class and racial domination lay with its colonial heritage, but unlike other
colonies, the colonisers became a separate part of the indigenous population. Because of this
history, the political dimension was ‘dominant’, though ultimately the economic was
*determinant’ in the final instance.” What this neat piece of intellectual pymnastics allowed
was an approach stressing the autonomy of the state and of political pﬁcesm from direct
class interests, while retaining the politically necessary veneer of a Marxist ped.lgree

' Howevér, tevisionist approaches of this kind represented a significant advance on the more |
overtly reductionist Marxist formulations in that they acknowledged the specificity of the
racial and national dimensions of South African society. Their limitation remained the inherent
deferminimn of the paradigm itself, involving an assumption that class struggle ulﬁmately
determined all social relations.” Politics was ultimately a product of class forces, understood

in terms of a relation to production. Whether direcily, or in the ’last instance’, the economic
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determined the pbliﬁcal. 1t involved an assumption that the capitalist state operated broadly
in the interests of capital {as its éxecutive committee, holding the ring for competing fractions
of capital, or in less rigid versions, operating with relative autonomy to secure capital’s
reproduction). The difficulty faced by the Mﬂmnsts was tha. ‘¥ politics was, in the final
analysis, a muted reflex of the imperatives of capital accumulation and the class struggle, then
it was hard to conceive of a theory of politics or the state not premised on the search for
exterior, class-related impuises, with the outcomes read off in advence. This was the source

of the failure to acknowledge race and racism as independent variables within the South
African context, to appreciate the significance of the clash between Afrikaner, African and
English cultures, or to recognise the substantial antagonisms between capital and the apartheid

state.
3.2.3 Beyond Reductionism

The most basic riposte to a deferministic view comes from the observation that states,
governments, political parties and politicians frequently display 2 good deal more than relative
autonomy from the supposed class fofces behind them than such theories allowed. it is one
thing to say that there is necessarily a mutual dependence between eapifal and the state, but
quite another to assume that this prescribes any given relation between the two when it comes
to policy and political allegiance, The supposed *class agents™ very often behave in ways they
are not meant to in the view of those clinging to the notion that “all history is a history of
class struggle". At times states in capitalist social formations do indeed slavishly pursue the
interests of capital of a branch of capital, and at other times they follow interests anathema

to capital (job reservation on the mines, for example), and sometimes one branch of the state
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follows one direction and another a contrary direction, Moreover, the decisions of
governmenis, and the way they are carried out, frequently fall outside any dimension in which
class categories apply. They may, for example, be a product of the thinking of a leader, a
. prominent individual or a small committee. For instance, Verwoerd and Botha dominated their
cabinets with their own thoughts; Vorster and De Klerk were commitiee men, and in each’
case théir policies, which had an immense impact on the ability of business to do business,
cannot be firlly understood without understanding the psychology, individual histories, political
culture and organisational dynemics involved. Frequently government policies and ad hoc
decisions on questions of tactical importance are unrelated to class considerations, yet may
nevertheless have a profound impact on business and other class mterests For example,
Botha’s decision to defy world opinion in the mid-1980s prompted the crippling financial
sanctions which proved fatal to continued white rule. And it was Botha's stroke which led to
the formulation of a new set of policies more akin to the interests of organised capital. A
similar observation could be made about the decision taken by a cabal of cabinet ministers
and generals to pursue what was later inappropriately &escribed as & *Third Force*® strategy
of low intensity war against the ANC after its unbanning. Through the violence and disruption
this fostered, this decision had a profound negative effect on capital in general, yet in no way
can it be reduced to the interests of a specific class or fractional interest, but zather it related
to the desire of a power clique to retein a hold on power, and to a deeply rooted racist
culture, The point is that politics is frequently a good deal more fickle than the broad strokes

of class analysis can possibly allow.

This realisation Iay behind the post-Marxist recoguition in the 1980s of the need to cut the

umbilical cord of the ’last instance’ by remqving the necessity for the relativity of the state’s
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autonomy, and eacouraged a shift towards focussing on politics, .cultm‘e and ideology as
discreet sites of analysfs, influenced, but not determined by the economic dimension.
Skocpol proceeded from the view that capitalism in general *has no politic#“"’, and attacked
Marxist perspectives on the state for their mu@ﬁon that politics wox;ked optimally in the
interests of capitalists. Instead, she suggested the potential for 2 more complete autonomy of
the state and édvanced an approach which made no assumptions as tv whether or to what
degree this existed.”® Applying a similar, non-prescriptive approach to South Africa, Wolpe
argned that the “relationship between capitalism aﬁd white domination in an historically
co:rtingeﬁt, 1ot a necessary one," and added that it cannot be assumed a-priori either that the
relationship is eternally conttédicmry or functional.™’ }™mn took this stress on autonomy
a step further, by srguning, in contrast to Marxists and others like Yudelman whe assumed a
congruence of interests, and in contrast to liberals who assumed an inherent antipathy, that
there was no piven relationship between capital and the state, and that instead what was
required was an open-ended approach to analysing it.* He pointed to a wide variety of forms
in which the capitalist state involved itself in politics, which related to a diversity of
"formative influences" on them and said these belied any assumption of a "“uniform theoretical
patterns of capitalist genealogy or behaviour,"* He went on to elaborate: "The Conﬁmién
culture which Japanese business nu:ﬁlréd i3 strikingly at odds with the aristocratic norms so
 gitractive to English industrialists, with the Protestant ethic discussed by Max Weber, as well
as the code of the Mafia, with ity particnlar understanding of honour ana familial loyalty.
Likewise, the variety of ways in w"ict tue bourgeoisie has engaged in political activity defies

insertion into a rigid conceptual schema,"
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The advantage the liberal tradition had over its revisionist critics was that it allowed the state
and the political sphere a high degree of independence and treated them as discreet from the
economic realm, Its weakness however - particularly in its neo-lberal variant - was that
despite this, writings from this perspective shared with Marxism a tendency towards economic
determinism, albeit with a very different conclusions. As mentioped above, in thiz view
capitalist economic growth swept away non-democratic or pre-liberal forms like apartheid, and
therefore it followed that business and apartheid were inherently antagonistic - a conteniion
which, in South Africa’s case, was frequently incorrect.’! In this respect the revisionists were
often closer to the mark, p.articularly in their analysis of the pre-reform period of apartheid.
Precisely because of the racial dimension (which the Marxists underplayed), the relationship
between business and the apartheid state was characterised more by cooperation than
antagonism, thouph both currents were present. While it is certainly wﬁect to argue, as in
different ways Skocpol, Wolpe and Mann do, that there are no givens in the relationship
between business and the state, and to point to the variety of possible forms this may take,
it is also worth stressing that the political sphere is never entirely removed from the economic,
nor does the state operate in some kind of limbo, removed from the realm of business. As
suggested in the introduction to this chapter, ’because of the in-built, structural relation
between capital and the state, the ties that bind are never absent. In South Africa these are
multiplied by the fact that government representatives, senior siate functionaries and business
leaders (and particularly Afrikaans business leaders) were drawn from the same segment of
the white population, with similar cultural traditions, aspirations and prejudices. At the same
time, at certain historical moments, the points of potential divergence have also been
considerable, particularly when the apartheid state followed policies anathema to the interests

of business in general or of sections of business.
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3.3 THE POLITICAL ROLE OF BUSINESS UNDER APARTHEID

The legﬁcy of Duich and British colonialism, and the process of conquest which followed
from this, created the platform for the racial division of political power and economic
tesources which exited through mosi of the 20th century. From the tinie of Union until the
transfer of power 74 years later, the national state remained a racially-exclusive one, in which
power was regulated fhrough perfiamentary demacracy. The support base of the government
and the state was the white population, and it was this sector of society which they served
above ali others, not least because this was the source of thgix power. Successive governments
had to cater for white interests above, and invariably at the expense of those of the black
majority, yet each govemment tended to favour | particular interests within the white
population. The South African/United Party governments of Lonis Botha snd Jan Smuts
tended to favour the interests of mining capital and later manufacturing capital as - *l -in
Smuts’ case to the point of using his troops to cmush a strike wave by white workers, For the
NP-led government of JBM Hertzog greater emphasis was placed on the interests of white
workers and the *poor white problem’, and on agricultural capital. Under the eerly apartheid
governments white Afrikaners as a caste were favoured with the protection of white workers
under the state umbrella coming second only to the promotion of Afrikaner capital as
pricrities. By the 1970s under BY Vorster and PW Botha, this coalition of Afrikaner interests
was breaking down, though white interests continued to predominate, and, at least at the level
of thetoric, those of capital specifically, while there was also a subsidiary recognition of the
need to win over sections of the black populaetion to broaden the basis of the state’s
legitimacy. By the time FW de Klerk emerged, this strategy had largely been abandoned and

a rapid reireat was in progress, with policy being made on the hop. As Uys put it: "The game
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was up. Botha had left him a bankrupt apartheid estate. Al he could hope for was to salvage

*power shating’ from the wreckage."™”

Throughout this period, sections of South African business (which also drew its decision
makers from the white population) wer: engaging the state and the political parties cortesting
state power, Various Mbrs within the business milien (of which divisions of industry, scale
and language were the most important) sovght to influence governments to pursue policies in
their own interests and sometimes in wiiat they considered to be the interests of capital in
general, or the country as a unity - ususily witiiout questioning the general premises on which
the: raciaily éxclusive state was founded. Some also sought to create environments on their
oW, premmes which would undo the damage they believed government policy was causing -

which was the prime motivation for the participative programmes of this period,
3.3.1 From Malan to Vorster (1948 to 1978)

The Herenigde_National Party’s assumption of power in 1948 not only prevented a drift away
from the racial equation - it ensured that for the next 30 years it remained the sole
determinant of power. In this sense the election victory by a party representing only 41
percent of the electorate™, had a findamental effect on the future of the country as a whole.
L ne post-1948 drivé towards apartheid did far more.than rigidity existing racial divisions; it
transformed society from the point where gradual desegregation was a probability to one
where racial classification became the sine qua non in deciding the allocation of resources,

status, education and wealth, This had profuund implications for the position of South African
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business within the political realm and it helped influence the perceptions of businessmen to

their world, to the country as a whole and to their workforces.

The relationship between the NP and Afrikaner capitsl was a symbiotic one. Just as the
growth of the party in the 1930s and 1940s owed a great deal to support from Afrikaner
business, so, on coming to power, the debt was repaid. The promotion of Afrikaner corporate
interests was one of the major aims and results of the government’s increasing intervention
in the economy after 1_948. The tight, but sometimes conflictual, bond betmeen party, state
and the major players within Afrikaner capital continued until the NP lost power in 1948,
While at the level of official state structures the formal component of this relationship was
limited until the late 1970s, it was played out in a variety of cultural forums, of which the
Afrikaner Broederbond wﬁs the most important* The mutually beneficial relationship
between Afrikaner capital and the state emerged from the fact that growing state provided an
increasing allocation of state contracts to the private sector. In this way, large sectors of the
manufacturing, construction, farming, retail and service industries became more reliant on

their relationship with the state. Afrikaner capital benefitted in particular, and, according to
| Giﬁomee, between 1949 and 1975 the share held by Afrikaner business in the private sector

rose by over 100 percent.” This does not imply & universal mutuality of interest between

capital and apartheid at this point. Aside from subsequent reliance on state contracts, the

interests of most sectors of manufacturing capital were at odds with those of the state -
 particularly from the early 1970s. While the state was decimating what existed of African

education and ensuring that a shrinking proparﬁon of the African population had the right to

permenent residence in urban areas, throughout the post-war period tha manufacturing industry
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was becoming more reliant on a stable and relatively skilled workforce and this created

considerable tensions between the state and manufacturing and later mining capital.

This, however, should not be overstated, Most English speaking businessmen withdrew from
politics in the 19508, and it tock 20 years for them fo make a return to this arena, As
Pretorius points out, business associations such as Assocom were inclined to describe
themselves as "non-political" - which dovetailed with pelicy under Malan, Striidom and
VYerwoerd forbidding the involvement of outside bodies in policy making, and with the
inclination of the early apartheid prime ministers to criticise business whenever it articulated
policy preferences contrary to those of the government® But iheir reservations about
entering the policy terrain were not only due to the government’s refusal to accept criticism
or 1o the fact that the country’s business leaders tended to see themselves as whites first and
capitalists second. There were several other factors restraining even those sectors of capital
without an economic interest in apartheid, from actively opposing it. For one thing, as the NP
consolidated power (finally achieviﬁg majority support among the electorate in 1958), the
possibility for significant opposition from within the white community diminished, For
another, despite the labour and political conflicts of the late 1950s and early 1.9605, the low
wage economy which apartheid helped secure appeared to be flourishing (at growth rates of
over five percent, and nearly three percent per capita™) and white living standards were
| keeping pace with those of the USA and Burope, Even if this performance was less
spectacﬁlar than once agsumed™, and as Verwoerd acknowledged, was below the optimum
growth Ievel which hypothetically might have been achieved without apartheid™, it was
sufficient to dull the edge of the business concern for the future. As Preece put it: “Even the

English-speaking business community, with few exceptions, made little serious protest about
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apartheid. Conditions penerally were pood - and the government was a dangerous enemy to
challenge."® Lipton, however, argues that corﬁpliance should not be confused with
enthusiasm. "(T)he fact that capitalists then coexisted with the Nationalists and came to regard
them less unfavourably, is not evidence that they really supported them all the time. This view
ignores their continued opphsiﬁoﬁ to many apartheid Iabour policies, and is based on a post

hoc ergo propter hoc fallacy ..".%

This was also a period of significant initial interpenetration between English and Afrikaner
capital - a development encouraged by some English bumnessmen for political reasons. A
prime example was the .1964 decision by Anglo American chairman Harry Oppenheimer, to
aliow Pederale Mybou to take over General Mining as part of what Liptor describes as an
attempt to create more sympathy for business problems in government circles®, and what
Giliommee says was an attempt to forge a political alliance of white moderates to oust
Verwoerd® (who viewed the move with open suspicion, continuing to preach against he
dangers of the English *geldmag® and openly opposing the South African Foundation, and yet
calling for private sector coope.ation®). When the growth rate declined at the end of the
- 1960s, the political relationship between capital and the state changed. The lack of significant
white population expansion was a key factor ensuring that manufacturing capital was unable
to satisfy its demand for skilled and semi-skilled manpower that the investment of the 1960s
had generated. In 1968 Afrikaner businessmen like Toyota’s Albert Wessels and Sasol’s PE
Rousseau were calling for technical training for blacks® while in 1971 Oppenheimer said
that unless there were significant structural changes away from apartheid, particularly

regarding education and training, to allow blacks to play a full pait in the economy, far lower
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growth rates would be inevitable.® It might be added that the low white populaiion growth

rate and the lack of black consumer power, were also major constraints on market expansion.

By the carly 1970s bug business, and particularly ifs English component, became more
concerted in agitating for policy changes, mainly in the realm of education and training.
Business also began to contribute substantially to educational causes, and its efforts prompted
& gradual relaxation of Verwoerdian educational policy. By 1973 a *verligte’ wing of the NP
was emerging”, encouraged by incressing business confidence in call for an end to petty
- apartheid and for edncational and labowr reform, These calls were soon endorsed by the AHI
and the politically powerful Sanlam group. An aspect of the chenge in approach was Vorster’s
less didactic leadership style and less overt ideological stance, and his willingness to talk to
~ business (on his own terms), his less hostile attitude fo English speakers and his desire to
consofidate white, rather than Afrikaner, unity. Business felt frevr to lobby sympathetic
cabinet ministers than previously, were encouraged to participaté it he Economic Advisory
Council and emboldened by Vorster's advocacy of *detente’ in Africa and his willing to stand

up to the extreme right.®

But it was the beginnings of 2 new wave of black mobilisation which had the most significant
effect in prompting business into a more assertive political posture, The most significant early
expression was the 1973 Durban strikes® and the subsequent emergence of the independent
trade union movement, which concentrated the minds of business and government on the need
for labour reform and black urban stability.™ This period also saw the rise of the black
consciousness movement, renewed i, ternational pregsure in the form of sporting and economic

sanctions, the escalation of guerifla wars in Zimbabwe and Namibia ~nd the end to Portuguese
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rule in Mozambique and.Angola. Pressure from big business increased and & variety of
reforms followed.” But it took the student uprising of 1976/7 to concentrate government
minds on business’ concern for upgrading black education. As Oppenheimer put it: "The
outbreak of rioting in 1976 was generally and correctly seen as marking a turning point in
South Afm.an history. It was widely .recognisad that individua! Soufh Africans had to do
somethmg practical about the situation ... This feeling wag particulatly strongly felt in the
. business world."” One business response was the creation of the Urban Foundation in
December 19767, aimed at assisting the creation of a stable, urban middle class as a
safeguard against revolution, and at building a deracialised economy - mainly thtough
sponsoring black home owuership. After initiafly avoiding political involvement and
concentrating on its development agency role™, the UF soon combined this with a rols as
a low profile political pressnre group, marshailing afliances against government policy and
lobbying for policy changes - particularly regarding the movement and setilement of Africans.
Piecemeal reform continued in the remalmng Vorster years, but it took the *bloodless coup’

of 1978 before the pace of change began to satisfy big business, and even thep, not for long.

3.3.2 The PW Botha era (1978 to 1989}

Botha’s 12-year rule was premised on the parallel foundations of reform and control.
Reforms during his six years as prime minister included the extension of the black stake in
the industrial relations system through the recognition of independent tnions, the relaxation
of segregation through the scrapping of discriminatory legislation, the re-allocation of
resources towards housing and education, and what Pottinger called the "hesitant, stumble-

footed and thus largely ineffective extension of a political citizenship to blacks".” The other
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| foundation, under t}w banner of "Total Strategy” was laid with the ascendancy of the military
within civil affairs, to the point where, thraugh the State Secenrity council and National
~ Security Management System”, the SADF came to challenge the cabinet as the instrument
of decision making within govemmént and the state.” This was coupled with a tightening
of repressive legislation, particularly regarding detention without trial, a policy of destabilising
frontline states providing support for the ANC, and using networks of state agents to harass
Gr assassinate opponents inside and outside the country - all under the notional umbrella of
2 low intensity counter-insurgency war, deemed necessary to overcome the *Total Onslanght’. |
Together with the centralisation of political power around the person of Botha, these became

dominant features of his six presidential years.

The early Botha years were viewed within business and diplomatic circles as an expression
of the *reform by stealth® option. In 1981 Samue] Huntington noted that "the essence of the
reformer is tilat he must employ ambiguity, concealment and deception regarding his goals,"
adding that he mustBlitikrieg" to deliver substantial reforms without losing key constituencies
along the way, and that he might have to narrow democracy before he can broaden it.™ This
offered & rosy rationalisation for the Botha approsch, which captured the imagination of key
government strategists, though it soon became apparent that other aspects of the *Huntington
plan’® were being ignored. In particular, Huntington stressed the importance of correct timing
in introducing reforms, and warned that repression could only proceed in tandem with reform
if the state did not lose ifs monopoly on counter-revolutionary violence to vigilantes and
paramilitary groups, Nevertheless, at the turn of the decade the idea of a coordinated *Total
. Strategy’ to fight for free enterprise against communism appealed to a large section of the

business community, particulatly since the rhetoric was accompanied by significant reform.
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The relationship between business leaders ahd the government became far closer, particularly
in military-related fields™ and regarding aspects of economic policy®, which boosted
business confidence that they it was having an impact on goveinment policy. In genéral
contact between government and business became far more open than before, with both
sectors expressing common goals in similar terms - the ideal of a growing black middle class
as a buffer against radicalism, a reduced role for gcrvernmenf it the economy and an
enthusiasm for *free’ enterprise. Support for supply side economics beeaﬁe particularly vocal
from business and from some govemment represenfatives after the electoral victories. of
Margaret Thatcher and Ronald Reagan in 1979 and 1980. Bringing the economy line with the
market principles espoused by the country’s main trading partners was a key aim of business
in its dealings with government, and the initial results seemed encouraging, though it soon
emerged that the government’s commitment to the fiscal component of the supply side
equation was largely rhetorical (beyond a helated commitment to privatisation), with the resﬁh

' that despite righter control over the money supply, double digit inflation persisted.

The government made a concerted attempt io reach out to business during this period.
Notable was the 1979 Carlton Conference®, heralding a new era of bipartite cooperation,
Botha called on 350 private sector leaders to work with him as a team and spoke of his
commitment fo "strengthening free enterprise and introducing orderly reform."® This was
followed by the Good Hape Conference two years later, attended by 600 business delegates,
where Botha styessed that political reform and constitutional change were the prerogative of
government, Mann described the basis of these events as "a formal acknowledgement by the
state and capital of the sovereignty of the former in the constitutional domain and of a

partnership in the promotion of *free enterprise’”.” The government's attitude to ifs own
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sovereignty here was integral fo an approach which attempted to *depoliticise’ politics and
instead framed its decisions in technocratic terms - the province of experts and therefore
beyond the realm of public debate  Aside from the involvement of business representatives
in government commitiees and commissions, business channelled its concems through
lobbying government and state representatives on a far more concerted scale than previously.
This was undertaken either by individua) business leaders or by representatives of business-
aligned groups like the FCI and the UF, But the impact of business-linked lobbying invariably
depended on whether the advise given accorded to the perception of Botha's views held by
the ministers or officials involved, and as Schlemmer pointed out, the content of these
inttiatives also needed to be consistent with 'expert’ opinion, and was dependent on backing

within the government’s own support networks.® -

One of the most significant reforms of the Botha era emerged from the 1979 report of the
Wiehahn Comﬁ]ission“, whose membership included business representatives™. Its
recommendations led_to the extension 6f the definition of "employee’ to Afvican workers
(thereby =llowing the tegistration of African-based unions), and to the establishment of an
| Indusirial Court to mediate disputes, Over the noxt five years, as a result of interventions from
business® and organised labour, the Industrial Relations Act was amended six times,
allowing for migrant workers to become umon members, dropping compulsory union
registration and softening the regulatory aspect of the new law. Instead of controliing unions .
or dampening worker militancy, as the government initially hoped, this new industrial
relations system heralded a phase of rapid union growth and inadvertently facilitated the
involvement of unions in mass political movements, The system’s obj ective shifted to one of

‘establishing a formula for labour and capital to co-exist, rather ihan one of confrolling labour,
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and tlus led sectors df capital into reviewing their own labour practices and approaches to
managing their companies - prompting some of the first participative management
experiments. Several other major reforms, particularly regarding black urban rights and
education®™ were introduced, contributing to the 1982 NP split over 1 constitutional
proposals, which fed to the CP’s birth. The effect was fo remove several apari:heid exiremists
from the party and open the way for important policy changes, including the repeal of infite

control legislation™ and the apartheid sex and marriages laws™,

But despite the speed of these changes, the marriage between business and government
| became strained soon after the honeymoon was over. In 1983 the government held a white
referendum on its constitutional proposals, attracting support from some business leaders and
0ppositinn_ from others and even within companies key figures took opposing positions,” The
tension sparked off by these proposals increased the distance between government and
business, as they provided an early indication of the unravelling of Botha’s constitutional
package. The country was also experiencing a severe economic downswing - exacerbated by
the tight money policies introduced in 1984 - with the rate of ymemployment rising and a
major increase in the 1ate of insolvencies and liquidations.” And despite deflationary
monetary policies, infiation continued to rise during a peﬁod marked by a borrowing spree
on the part of government and big business. The foreign debt rose from 8.4 percent to 26.8
percent of the GDP between 1980 and 1984 - two thirds in short-term loans. The result
was that when Botha made his heel-digging *Rubicon’ speech in August 1985, this
vulnerability pfompted major banking institutions to freeze credit to South Africa and to
refuse to roll-over existing loans - moves accompanied by other sanctions®, all of which had

a profound effect on South Africa’s ability to lift itself out of the economic crisis. In addition,
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the rising black militancy which prompted the government to impose the States of
Emergencies, further dampened business confidence in the government’s ability to secure

stability.

While retaining the close ties forged by both parties at the end of the 1970s, and continuing
to send delegations to meet with the government, business once again became vocal in
criticising violations of ’free’ market principles, the government’s remaining apartheid
policies, aspects of its fiscal policy and, in some cﬁses, its violations of the rule of law.” the
strains became even more apparent after the declaration of the pariial State of Emergency in
July 1985 despite divisions within the business community over government security policy.
The tone and content of this criticism became stronger during this period, with a new political
assertiveness from business leaders and organisations emerging, resulting in a spate of public
protests from organised business condemning the detention of union leadérs, criticising
economic and social policy and calling for the realisation of black political and economic
aspirations. Much of this was & result of sanctions and disinvestment which affected

indigenoﬁs capital in a variety of ways”.

This sense of urgency became more profound after Botha’s *Rubicon’ speech, and busginess
leaders began adopting elexﬁents of the rhetoric of extra-parliamentary @ups, speaking for
the first time of their desire for a *non racial democracy’ and of a *post-apartheid vision®, and
being more vocal in their calls for Mandela’s release apd the unbanning of the ANC. Faced
with unprecedented challenges to their legitimacy from black commumities, business sought
to retain an high political profile and became more confident about speaking out against

government policy. For example in January 1986 the FCI published its South African Business
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Charter of Social, Economic and Political Rights which advocated universal suffiage, civil
rights and an end to discriminatory policy® and soon after JCI chief Gordon Waddel noted:
"There will be no end to violence and unrest until the distribution of political power mirrors
the demography of the country.l That in turn entails the acceptance of a universal franchise
 for all South Africans."® Such criticism also involved the AHI and leading Afrikaner
businessmen, ° This period also saw “ddespre#d support for new constitutional negotiations
and a growing sense from business of its identity as & distinet constituency, more liberal and
directed than the state in its commitment to fimdamental reform. As Premier CEOQ Tony
Bloom proudly noted, "the South African business sector is the only one in the world fo the

left of its government.""

Support for negotiations led to active business involvement in the five year pre-negotiations
preamble. Business had long been involved in negotiations with independenttrades unions and
after 1985, as a result of suocassfve iraue boycotts, chambers of commerce and individual
businesses became involved in Girect negotiations with black commumity and political
organisations in various towns and cities.'” Sections of the business community also
" involved themselves in less successful national and regional level forums'™ and in attempts
at creating joint business-labour interaction with government." In addition, the first of a
spate of meetings and conferences involving business leaders and the exiled ANC
leadership'® took place in September 1985 when Gavin Relly and Zach de Beer of Anglo
American, Tony Bloom of Premier and several newspaper editors, travelled to Za:hbia for two
days of talks. In this way an ethos of negotiations and a familiarity with extra-parliamentary
groups was fostered. Even when the political activism of business tailed off in the late-1980s,

contacts between business and extra-parliamentary groups comtinued. Among the most
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significant was the *Broederstroom Encounter’ - an August 1988 meeting between 34 UDF
and Conaatu Ieaders and 45 business representatives, which promoted the formation of CBM,
This event followed 18 months of meetings between smaller groups of business and UDF
leaders."™ CBM soon expended this contaet to include dialogue. with the ANC, PAC,
Inkatha and the govemrﬁent, and its activities were complemented by several other business-
linked forims with similar goals.'”” These ventures represented a break with the traditional
pattern of corporate political influence which focussed either on lobbying govermment and the
state or on statements of opposition to government policy and state _action. It marked & move
away from the confines of white politics info a less racial conception of its potential role,
'Many. of these ventures were opposed by the government and the security establishment,
which attempted to disrupt them and, with less success, set up alternative forums.'™
However, the opening of communications channels with the ANC-UDF-Cosatu alliancé was
nof the only business veuture beyond the confines of white politics, In particular, several
companies and business leaders openly backed Inkatha.'” Also, the intensity of contact with
extra-parliamentary groups could still not be comptred to that with the government, state and

NP.

1t would be misleading to create an impression of a universal wave of business opposition to
the governr-ent in this period, however. Rather, it was confined mainly to senior executives
of large corporations and business associations, whose statements and actions did not reflect
the views of all their members, Most white businessmen remained outside the political fray
" and showed little inclination towards opposing government policy, and many who opposed
specific policies, nevertheless supported the NP, Furthermore, many companies and buﬁiness

leaders (including some who criticised the go?emment) cooperated closely with the state in
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a variety of defence and secutity-related forums''® and attempted to win state and parastatal
tenders. In particular, the ums industry became a signiﬁcént source of income for the
manufacturing industry after 1968'", and at most levels of government, the apartheid
bureaucracy created opporfunities for businesses to prosper. The means to this end invariably
involved establishing close links with individuals within the state, government and NP, and
generous contributions to parfy funds - a situation which encouraged corruption on a marsive
scale.'"? Many bus.nesses found themselves performing delicate balancing acts, by trying
to pre-empt pressures from extra—parliaﬁlentary groups and at the same tune Tetain ﬁeﬁ
relations with the state. For example, Mike Rogholt, the CEO of Barlow Rand, was a voecal
critic of apartheid, frequently calling for an end to influx control and criticising educational
and economic policy,' while at the same time Barlow Rand was Armscor’s main private
sector supplier, and through its suﬁsidiaries was engaged in several schemes o break the

international arms embargo. "

The declaration of the national State of Emergency in June 1986 diluted the smerging
consensus among business representatives about their attitudes to government policy and state
action. There was no uniform response to the emergency with some, such as Anglo head
Gavin Relly'"® and the AHI"® supporting it and others like Premier’s Tony Bloom, the
FCI and Assocom publicly condemning it.!" This period was characterised by distrust in
government-business relations, reflected in the government’s methoda of dealing with those
who refused to toe its line, In trying to bring the business community back into the fold the
it initially adopted a carrot and stick approach, but when the carrot failed, the stick was used
more frequently. Botha’s first re—grouping effort came in bringing 200 like-minded

businessmen together in a summit jin Bryntirion in Prutoria in November 1986, where, while
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gaining support fﬁr privatisation and deregulation initiatives, he told them he would not
_ tolc?‘ate political demands. Some capteins of mdusiry continued to issue strongly worded
critical statements'®, but the pressure was essing off and in April 1987 JCI’s Murray
Hofimeyr spoke of the "deafening silence of business"."" One reason for this was the upturn
in the business cycle. Another was the poor performance of the PFP opposition in the 1987
.gencral election - reflecting a mood in the white community which exacerbated the m_ﬁtiur_l

of capital, But the fervour of the attacks from the Botha government and conservative business

forces on businessmen viewed as going too far, also played a role. The FCI went into decline,

partly because it was viewed by many of its member companies as being too pblitical."”
Shell’s John Wilson received a Ie&er of "warning" from Botha for his role in FCI’s
condemnation of the Emergency i_vhile Barclays MD Chris Ball was saved by Botha for his
role in financing a UDF advertisment cafling for the unbanuing of the ANC.”! Soon after
Ball and Tony Bloom emigrated {followed by another outspoken business leader, JCI's
Gordon Waddell). By 1987 there had been a retreat by business from overt criticism of the
government though the two years lull was by no means devoid of business action in the
national political terrain’® and was also the period when several companies initiated their
politicised participative progra:ﬁmes.‘“ But in general there was little in the way of

common political purpoge within the business community at that stage.'”

By early 1989 the beginnings of a swing back to the political arena could be detected, partly
in response to internal union and political pressures and to an international climate
characterised by isolation , but also in response to the perception that the Botha government
was no longer able to control the country’s destiny. there was a sense among business leaders

that reform needed to be speeded up, that a negotiated seitlement was a priority and that

145



business had to enter the terrain of policy formation, Statements from business leaders became
more confident, prescriptive and specific. For instance Harry Oppenbeimer called for a
universal franchise and the repeal of all apartheid legislation and noted that "peaceful change
will only be possible if the whites can be induced by pressure or persuasion, or most likely
by a combination of the two, to accept the major changes that are necessary."¢ Likewise
Relly questioned "Preioria’s cherished myth of the total onslaught” and said the ‘ask of new
NF leader FW de Klerk was to "consummate the process of reform and ... to give form and
content to a post-apartheid vision", and he called for the government to "recognise the hard
realities (and) negotiate and find compromise solutions”, while re:teratmg that the majof ANC
‘pré-conditions’ needed to be met.” Some business leaders went further and began to see
their role as that of a catalyst for change whose major task was to side with the aspirations
of the disenfranchised majority. For instance, in 1989, Christo Nei argued that the "creative
Minorities" in business "incteasingly understand the need to develop constructive relationships
with Transformers in & common striving towards non-racisl democracy”.'® Reflecting a
view that by then was becoming more widespread in business circles, he added:
. "Transformation to a non-racial society is inevitable. It is merely the time scales, degrees of
| violenr;:e and economic decline that arc debatable."* This political confidence was
encourage by other eventis including the rise of De Klerk, the repeal of the Group Areas and
Separate Amenities Acts, the release of the Sisulu group of prisoners and tke September 1989
election results.™ There was a hopeful mood within the business commumity that a

settfement could be reached which would alleviate some of the problems plaguing it.

3.3.3 The FW de Xlerk vears (1989 to 1994)
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The two years after De Klerk became State President were. marked by a high level of poiitical
optimism, combined with a frequently expressed concern about the country’s economic
prospects, which led to a more concerted business drive to influence policies of both
government and opposition groups, albeit with a shift away from the confrontational ethos
which marked the last years of Botha’s rule, A shift in the government's approach to business
came int he departure from the old shibboleth that politicel policy was the domain of
government alone, towards an acceptance of the legitimacy of interest group representation.
This reflected an.acknowledgemeut that the government did not represent the politics of the
country as a whole. The reason for this related to the power-centred conflicts of the time, As
Pretorivs put it: "({)be combined eﬁ'ect of black industrial and political activity, foreign
pressures, local economic conditions, divisions within the Afrikaner nationalist network - in
short the increasingly complex dynamies of the political system as a whole - has been to
diminish the head of government's ability to contain interest-group intrusion into politics.™!
But the more immediate reason for this change related directly to the personal style of the
new president and to the shift away from the habits of the *securocrat’ network'* which had
dominated during tte Botha years with its technocratic and secrecy-obsessed approach to
political managemeﬁt. In contrast Ve Klerk’s *open door’ approach to outside advise led to
a far more copsistent interaction between business and the presidency, characterised by
-dialogue rather than the didactic style of Botha, and there was also regular contact between
organised business and government deparfments, particularly thoss connected with the
economy.' The unbanning of the ANC and release of Nelson Mandela in February 1990
also prompted a flurry of meetings betwéen business ) ganisations and the ANC which
focussed business concern on firture problem areas in the relation. This contributed to a more

defined business focus on economic policy proposals, and more specifically, on proposals to
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combine growth with a more equitable distribution of wealth, as an alternative to
nationalisation and other redistributive policies. This represented a temporary shift away from
the more acute criticism of ANC economic thinking, and towards a corporatist approach which

was beginning to emerge in an organisational form.

Shortly after Mandela’s release Relly reflected the optimism of the time when said the "future
foday ... is more promising than in the last five, ten or {ifty years, offering great opportunity
if we are forward looking, constructive and cooperative in approach." He indicated an
eagerness to built bridges with e#tra;parﬁamentary groups by, for example, rejecting "extreme
supply-side notions what were fashionable in the United State”, acknowledging that economic
growth alone would not end poverty and calling for a more cooperative relationship between
government, business, political movements and unions.™ Several other business leaders
made similar speeches and statements indicating an openness to a corporatist apﬁroach and
a recognition that neo-liberal economic prescriptions were insufficient to meet the needs of
the majority of citizens.'"® This was also a period in which socio-economic ’scenarios’
produced by business groups (including Anglo American, Nedeor-Old Mutual and Sacob)*
emerged, offering visions aboat how a future South African pol.itical and economic system

might look.

During the first two years of De Klerk’s presidency most sectors of South Aftican business
showed reluctance to criticise the government publicly (or for that matier, the ANC), partly
- because of not wanting to be seen to take sides during a period of negotiations but also
because, in conirast to the last years of the Botha era, the government was seen to be moving

along the right path through unbanning banued organisations, repealing apartheid laws'™’ and
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entering what became the Codesa négotiations process. Another reason was the government’s
responsiveness {o business concerns and De Klerk’s constant reference to "collaboration” and
"partnership” with capital. As Lee, Sutherland, Phillips and McLennan expressed it after
sarveying 50 business leaders in 1991: "Almost unanimously (they) believed the role of
business in influencing public policy has been legitimised by the mew government®, '
However, this .upbeat mood was by no means universal in business thinking and did not
represent, for example, the South African Agricultursl Union and its members, But within the
reglm of big business generaily, the momentum of its political and macro economic roles
shifted along corporatist lines, with the September 1990 agreement between Cosatu, Nactu and
Saccola - which led to fheir joint representations on the Labour Relations Amendment Acts

to parliameni a month later - an important marker along this road.

But the mix of economic concern and cautious political hope characterising the public
response from busivess at this time shifted towards fear, pessimism and economic alarm after
~ 1991. One reason was the downturnt in business cycle, which was takmg on the proportions
of a severe recession, with the GDP falling by 0.5, 0.4 and 2.1 percent in 1990, 1991 and
1992 respectively, representing a total decline in real terms of about nine percent during those
years.’® While the recession was an international phenomenon, its severity was viewed as
being primarily a product of the political situation. Political violence was growing, there was
renewed tension between the unions, business and government, displayed, for example, in the
three day VAT stayaway and it was clear that the hosieymoon between the government and
ANC had ended, with a four month collapse of national negotiations in 1992, amid
accusations that the government was deliberately fanning anti-ANC political violence - this

prompting renewed mass actions, including stayaways. All of this contributed to the
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pessimistic approach from business to fhe political arena aud to its own prospects'®,
compounded by the country’s ecotiomic problems, and relieved only by brief moments of
optimismy, of which the sunniest was the period immediately after the March 1992 *Yes" vote

victory in the white referendurm.

This pervasive business pessimism did not imply that business disengaged from the political
process. Rather, it was motivated by a sence of desperation, in contrast to the more hopeful

anticipation of the previous two years. Primarily through CBM, company executives expanded |
con4ets with government, the ANC and other groups like Inkatha and the PAC, while CBM
and CBM-linked business appointees were also cenmﬂ]y involved in the facilitation of
Codesa'' and others took prominent roles in facilifating the *peace process™®, while a
similar process took place at the economic Ievel, with business, Cosatu and the government,
leading to the October 1992 launch of the National Economic Forum, which set the basis for
the form of corporatism which was consolidated fnto Nedlac in the post-apartheid period.’®
Contacts between business and government were also stepped up, De Klerk held regular
meetings with key business leaders and appointed Gencor's Derek Keys as Minister of Trade
and Industry in early 1992, and later as Minister of Finance, and subsequeatly appointed
former Sage chairman Louis Shill as Minister of Housing."** The early months of 1992 also
saw an unprecedented drive from business in support for the government’s position in the
M ‘“ireferendum - primarily through the Private Sector referendum fund and CBM and also

from within companies.

- But the escalation of political violence and the breakdown in negotiations which followed the

yes-vote victory exacerbated the mood of pessimism and scepticism. This was compounded



by state and govmnt corruption scandals, the revelations of momumental waste which
occurred under a cléak of secrecy as well as indications of state involvement in political
violence”® these scandals bad the effect of weakening business confidence in the
government, and by the end of 1992 the government was pleading with business for its
 continued backing'®, while business leaders were begging the political parties to reach a
settlement.”” The business press was particularly strong in its criticism of government
. policy and action during this period, focussing on economic mismanagement, bureancratic and
ministerial bunglings, corruption, allegations regarding the security forces and the NP's poor
performance in negotiations, This was countered by criticism of the ANC for its role in
political violence, mass action, past torfure in its detention camps, aspects of its economic

policy and its negotiations approach.

From early 1993 a sense of exireme urgency in the political deliberations of business could
be detected, along with a renevmd fope in the outcome of negotiations. This was expressed
in a shift in the direction of the lobbying and funding priorities of several.companies. A more
focussed drive from various businesses and businessmen to woo, win over, fund, sponsor,
recruit and buy interest with individual ANC and Cosatu leaders also emerged, reflecting a
belated awareness that power was soon destined to change hands. One of the clearest of the
many examples of this was the supposed shift in political allegiance of the hotel and casino
magnate Sol Kerzner, who was found by a judicial commission of inquiry to have bribed the
-apartheid era Transkei homeland leader George Matanzima R2-million for a casino license,
-and allegedly funded the NP prior to the De Klerk era, but in 1994 paid Nelson Mandela R2-
millioﬁ for the ANC's election fund."* As the election approached this shift in political

focus became more visible. It was the ANC which was hosting business summits and calling
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for corporate advise, and Mandela being courted on the JSE floor.™ Tius shift did not
necessarily come at the expense of support for the NP, but there were indications of a
significant decline in business support for the IFP and Mangosuthu Buthelezi during this
period"™, with even Tongaat Hullets chairman Chris Saunders, a long-term Buthelezi backer
who had been vocally backing Inkatha initiatives a yem earfier, distancing himself from the
IFP."! This led to desperate appeals from Buthelezi to business leaders for finds and for

political support, but this was not forthcoming, !

Despite a massive capital outflow during 1993' - suggesting widespread uncertainty over
the future economic policies of a new government - there were indications that by the end of
that year this prospect was no longer viewed ss a cause for dismay within big business
leadership circles. T one survey of 100 business leaders conducted during this period, 87
percent said the outlook for business was improving and 71 percent said it would be even
mare favoursble after the election, while 92 percent said there was 00 threat of nationalisatiqn

and 85 percent predicted an optimistic future for their children or grandchildren, '™

In the run-np to the election organised business, and particularly the CBM, remained centrally
involved in aspects of the work of the Independent Electoral Commission, in peace forums
and in the final negotiations which led to the IFP’s agreement to participate!”, though the
- IBC head Mr Justice Johann Kriegler beraied business for not showing enough support for the
elections, for failing to honour its pledges of aid and for treating it like a "massive publicity
stunt” (al{hough he acknowledged the role played by business in the macro-implementation

. of the election plan),™*
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During the final months of De Klerk’s presidency business also began to reorganise itself at
the inter-corporate level, partly to find a raore unified voice for the post-apar¢heid era that was
drawing near, In late 1993 informel talks were held between Sacob, Nafcoc and the AHI with
a view towards creating a sinple, unified business body, and these led to *oificial’ talks in
February 1994. As Sacab deputy president Les Weil explained shortly before the election:
"The multiplicity of organisations purporting to represent organised business has resulted in
our vojce being diluted and politicians sometimes playing .one organisation off against

another."*¥

Overall the nearly five years of De Kletk’s rule served as an uneasy transiiion period between
the authoritarian late-apartheid rule of PW Botha’s presidency and the arrival ﬁf a non-racial,
liberal democracy, and the comparisons often made vﬁth the Gorbachev regime in the Soviet
Union seem apposite this respect at least. The period was also transitional for business in
- terms of its pdﬁﬁcal role, both through its relation to the state and other political players, and
its internal role through its relation with the ’stakeholders® within ifs ambit (workers,
managers, unions, customers _and the broader community sexved). While business in general
passed through waves of optimism and pessimism in this transition period, by the end it had,
at least, reached the point of rhetorical commitment to non-racial democracy and in some
respects this went beyond the level of rheforic. Several lasting developments emerged,
including a corporatist approach to its relations with government and labour at the national
level, a belated commitment to black advancement within its corporate ranks and in some

cases, as discussed in chapter five, to a more participatory style of management,

3.4 INITIAL POST-APARTHEID TRENDS
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While it is too soon to discern definitive patterns in relations between business and the state,
certain early trends can be recognised. The election of an ANC-led government in 1994, while
loﬁg expected within the business communrity, was an event which crganised busimess
nevertieless took some time to adjust to and to respond to eﬁectively,.particu'larly in terms
of its political role. Business as usual, between capital and the government, had come to an
end and a 3w set of relations had to be built under conditions differing substantially from
those prevailing in the De Klerk era. While the Ni”s power bese rested with the whité
conpmunity and its latter-day ideology was strongly influenced by an allegiance to the *free
market’ ideal, or at least to aspects of it which suited the government, éﬁd it was motivated
by an ostensibly pm-bﬁsiness agenda, the traditions which the ANC emerged from were very
* different. Iis electoral power base was primarily the Afifcan population, most of whom
emerged from the working class or the ranks of the unemployed.. It retained its formal alliance
.wifh Cosata and the SACP and had been influenced by various strands of socialism. This
changed rapidly after it was unbanned in 1990, and even more rapidiy after 1994 when the
influence of a business and international financial agenda began to compete favourably with
past socialist and social .lemocratic currents, but the historical allegiance with the working

class remeained significant beyond the rhetorical level.

I is hardly surprising therefors that the business response to the new and uncertain agenda of
the ANC-led government lacked ccherence or confidence at first, While individual business
 leaders established close relatioﬁs with prominently placed individuals and departments within
the new government in a variety of ways'™, organised business was initially cautious about
adopting an assertive public political role, restricting its interventions to areas devoid of major

controversy'”, while reorgenising and in some cases merging its own formations'® and
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devuloping a greater affinity with the politics of corporatism through negotiating with labeur

and the state at the national level, mainly through Nedlac.

After 1995 this caution about a public political role made way for a more adversarial and
coherent stance than the business corc nunily had felt able to take since the mid-1980s. Aside

from becoming more vocal in its crificisms of government policy™

and more vociferous
in its policy pronouncements, particularly relating to the economy, it adopted a significantly
more assertive position vis a vis organised labour, attacking its pronouncemetits and policies
and countering them with its own proposals. As discussed in chapter six this came to the fore
most nct-bly in the debate around the new Labour Relations Act, which became law in
Novembsr 1998 after two years of lobbying and campaigning, both by labour and business,
but also over legisiation relating to employment standards and affirmative action, with
organised business adopting a markedly less accommodating stance in these areas. It was also
expressed in the competing *visions® of business and Iabour relating to the country’s economic

future. '™ This overt antagonism led to repeated calls from government ministers for business

and labour to "bury the hatche” and "march in tandem”.'®

However, there were also cautions moves from sections of business to diffuse potential
political and economic flashpoints by taking action aimed at meeting the approval of
.government and some of the unions, This could be seen through bysiness proposals around
industrial training and the affirmative action schemes of many Individual businesses, as well
_as the contributions made by some larger companies to the RDP, self-interested though they
might have been. Also significant were the moves from within the Anglo American-JCI stable

to pre-empt possible legisiation on breaking monopolies by taking unilateral action aimed at
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unbundling or at least trimming some of the dimensions of its national corporate control, Most

notable in this .égard was & series of related trangactions, starting with the breakup of JCI and
leading to the NEC’s assumption of conirol over Johnnic, aimed at making room for a
substantial black-led (and union backed) corporation - a deal reminiscent in some respects
of the similar overtures made by Anglo American to Aftikaner capital 30 years earlier with

the General Mining sell-off to Federale Mynbou.

Overall, the trend from tﬁe business commrmity in ifs refation with the state and lsbour during
the initial two years of post-apartheid govetnment was in the direction of developing a more
vocal and united corporate political positinn than was possible in the apartheid era, and in this
way ensuring that organised business, and more particularl big business, found a coherent
voice with which to address its partners and adversaries. As discussed further in chapter six,
the prime content of its message related to its economic eoucerns - the desire for more
flexible markety, less regulation, lower taxation, a strepzer weighting of industrial relations
in its own favour and macro policies aimed at higher growth rates. It has also attempted to
put forward clear positions on a range of other politically related conceni_s, ranging from
crime and political violence to land reform. In its campaigns to win ground in these aress, it
hag been prepared to adopt 2 far more strongly adversarial position against organised labour,
and at times against the government, than was deemed ﬁossible in the De Klerk era, while at
the same time abandoning much of its remaining allegiance to the NP and IFP, and
strengthening ties with the ANC. But the pofitical role of busiuess since 1994 has not been
limited to public hectoring and private wooing. There have also been serious attempts to
remove from business its white, racial tag, Internally this has been seen through significantly

more committed affirmative action programmes at most larger companies, as well as through
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profit sharing schemes and various other stakeholder programmes. Exteraaly this has occurred

_through corporate social responsibility programmes and through backing given to some

government reconstruction and development programmies, as well as through support for
emerging black businesses, both on a micro scale and through major investment projects of
which the NEC has been the most significant. Organised business and individual companies

have also been more vocal in their support for black business formations.

3.5 CONCLUSION

When looking for trends in the politics of business, it is necessary to generalise to a
considerable degree, and to extract & direction from the words or activities of & comparatively
swell number of companies and individuals. What emerges is that business moods in relation
to their poiential political roles, sometimes changed drastically in a matter of days, These
shifis - from opﬁmis;tn to despair, activism to compliance, criticisin to silence, a-political
acquiescence to frenzied activity, from being responsive to being *pro-active’ - obviously did
not occur because of some intrinsic desire among businessmen to enter into or retreat from
the political terrain. Rather they related more to the concern of companies to stay in business
and to prosper. When governments and other political uctors restricted this possibility then
companies attempted to change the political conditions they were operating in and to adapt
0 t_hese conditions by reorgnuising their own ways of operating, It is for this reason that, &5
Welsh noted, the business community’s inclination towards political activism oftes, "stands at
inverse proportion to the swings in the business cycle™.'® Yet there is more ‘o it shan this.
Government policy, oppositional activity, interpational pressures and incentives, political

violence, p:bspects for influence, prospects for state tenders, organisational dynamics and the
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ideas and opportunities for influence of thc individuals involved, have all had a bearing on
the politics of business at different times in different companies, which is why there has never
been a single, wholly consistent pattern of business political response. Sections of the business
community have backed the apartheid state to the hilt while others have consistently opposed
it. Companies have managed to criticise government pulicy, work with the government and
accept state tenders, woo representatives of mass oppositional organisations and attack their
actions, all at the saine time. Nevertheless, ag the periodisation above suggests, there have

been discernable patterns in this regard.

It could be said that the early apactheid years were marked primarily by business

complacence, and compliance to government dictate, partly because the costs of apposition

were too high and there were few viable avenues for expression, but more significantly -

because of the point made et the outset to this chapter: South Africa’s businessmen viewed

themselves as white citizens fn‘st and capitalists second, and with very few exceptions did not

conceive of a broader politics or cmzenslup The 1970s marked the beginning of a decisive

shift in the direction of establishing an oppositional stance - initiaily confined largely to

questions relating to the economic costs of apartheid, but later extending to realms of

constituiional and security ﬁolicy, reaching to the fundamentals of apartheid rule. Though the
tempo of this opposition varied considerably over the next 20 years, it would not be an
overstatement to say that important sections of South African capital were consistently able
to assert a politics distinet from that of the NP government, and frequently at variance with
it, with the tone and intensity of this opposition reaching its peak in the final yeafs of Botha's
rule. The major shift which followed during De Klerk’s presidency took business beyond the

confines of white politics and into an acceptance of a non-racial future, and also marked the
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start of the politics of corporatism whicli would be a major feature of two years of post-
apartheid government, albeit one accompanied by a more coherent and adversarial response

both to government policy and t¢ the major trades mion federations,

it should be apparent that conceptions of the relation between capital and the apartheid state,
which either assume an in-built antipathy or an inherent congruence are unable to cope
adequately with the complexity of the hisiory of the relationship. Instrumentalist arguments
from the revisionist perspective have little answer to evidence of consistent antipathy and
distance between the state and sections of capital from the early 1970s, beyond underplaying
the strains in the relationship. On the other hand, economistic variants of neo-liberal thought
havé s&uggled to explain the extent of cooperation between capital and the aparftheid state,
nor for that matter do they h.a.ve the means to explain why it was forces antipathetic to the
matket (such as financial sanctions and mass political action) which delivered the death blows
to the system, beyond offering voluniary abdicatioﬁ in the face of reason as an alternative

explanation.

The guestion arising in the context of this study is where dies participative management fit |
in with this history and these observations? The answer has both direct and tangential
elements. The former is derived from the primary reason why some South African companies
embarked on participative programmes in the first place, which was the polities of the country
and povernment policy specifically, This was precisely what sections of business were trying
to alter through their macro level interventions. As argued in the chapters below, the form of
participation which emerged in the late 1980s and eatly 1990s was a micro response io a

range of difficulties faced by companies, primarily as a result of the apartheid legacy, and of
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ity pﬁcdﬂ impact af that time. These included illiteracy, skills shortages and housing and

transport problems, but even more significantly, there was the problem of the gap between
‘black and white employees, and therefore between managers and workers, in terms of

perceptions of each other’s views, motivations and aspirations. This needed to be bridged in |
order to establish a less hostile and politically charged work environment, and ultimately to
improve company performance. The stakehold :x approach of participative managemeﬁt offered
an attractive means fowards this end and was essentially an atternpt fo creafe work
~ environments which went against tl1e grain of the political system &t the time. The tangential
element comes in the inter-connection between the broader politica_l' role of the business
community, and the internal dimension, While there is no necessary relation between the two
(beyond the credibility for black employees which an anti-apartheid profile tended fo offer
perticipative programmes), most companies which embarked on thorough-going participative
programmes were alsp involved at the critical edge of business’ relation to the state, both
individually and through associations like CBM. It followed that managements eager to create
2 less hierarchical relationship between themselves and their employees, and who were
concerned about combafing managerial racism and worker illiteracy rooted in the policies of
the NP government, would he inclined to criticise policies and actions which exacerbated
these problems, and that they would support initiatives aimed at creating a more equitable and
viable ﬁolitical system. The converse, however, did not necessarily apply. For reasons of scale,
tradition and managerial perception, severat of the largest corparaﬁons in South Africa made
little effort in the direction of a participative atakeholder approach, and in some cases were
openly hostile to any extension of industiial democracy, yet at the same time were vocal in

their opposition to apartheid, and to NP policy.
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At PG Bison the relation between these two dimensions was direct and explicit, with the
effects of apartheid setting the context in which participative management was implemented,
and. the programme itself being viewed as part of a multi-fa, =ted response, which included
a.bro;ader political dimension. The developments within PG Bison, as with most of the
companies discussed, certainly did not take place in isf, .« of the political milien and of the
role being played by the business community within it, At some points PG Bison’s response
went with the grain and at others, against it. In 1986, when the company began to consider
the major in-house changes which led to the introduction of TPQ, the business community
was particularly vocal in its opposition to government policy. At the time several companies
were experimenting with new forms of manageme: . - .. others were expanding their
corporate social responsibility pacicages and promoting black advancement. But in the period
1987 - 1989 when the explicitly political aspects of TPQ came to the fore this was at odds
with the cautionary tendency prevalent within the business community. It is clear that this
external context had an impact over business decision makers, though it did not determine
their response. It tended to set parameters, rather than blocking, restricting or initiating

processes.
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numbers of sharcholders, "There is a general resistance fo change which is extremely worrying," he
said. (Interview, July 22 1991).

~ 141. ¥ts execotive director Theuns Eloff headed the Codesa administration and several other CBM
officials assisted its working groups, while PG Bison manager and former UDF publicity secretary
Murphy Morobe coordinated the Codesa steering committee., (Interviews: Colin Coleman, Angust 25
1992; Debra Marsden, August 18 1992; Murphy Morobe, July 22 1992)

142, Barlow Rand director John Hall was appointed chairman of the National Peace Accord and
several other leading businessmen and CBM officials played key roles in dispute resolution
comumittees.

143. Interview, Debra Marsden, November 19 1992,
144, Though this proved to be an extremely unpopular choice in the eyes of the ANC and its allies.

145. Exposed during the De Klerk years were the *Inkathagate’ secret funding scandal, the *Goniwe
signal’ revelations {(about the involvement of senjor SADF generals in the murder of Bastem Cape
community leader Matthew Goniwe), *Project Katzen®, Project Echoes” and allegations about the
involvement of police and military personnel in political assassinations, funding and supporting black
on black’ violence, hostel and train massacres and a range of other criminal activities.

146, De Klierk told a business group: "We dare not be forced offf course by the new shocks about old
things. [ am continuing and for that I ask your support.” (The Star November 23 1992)

147. For example, Old Mutual chairman Mike Levett said that "rapid progress" would have to be made
towards resolving the political deadlock if a favourable economic climafe was to be created.
"Unfortunatsly, over the past year the major political players have not succeeded in building on their
successes. Considerabte political uncertainty, social disruption, violence, loss of business confidence
and increased unemploymet have contributed to the current downwerd spiral," (Old Mutual insert,
The Star, December 4 1992)
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148. The Guardian, August 12 1996; The Star and SA Times Interpational, September 4 1996.

149. Two months before the election, the ANC PWV region hosted a business summit, organised by
CBM and attended by executives from 44 compeanies, in an attempt to woe business leaders into a
partaership to determine the future of the region. (SA Times, March & 1994) A month later ANC
economists met with a 560-sirong gathering of business people to reassure them that the party wished
to tap international capital markets and that it would preserve the independence of the Reserve Bank.
(SA_Times, April 6 1994) Shortly before the election the ANC’s YWV leader and later Gauteng
prentier Tokye Sexwale called on busipess fo offer a “chorus of advise” to the new government.
(Quoted in Charles Simkins, *A New Deal? The implications of the Interim Constitution for Business,"
Ouptima, vol 40 ao 1, April 1994, p 42) A week before the election Mandela addressed stockbrokers
on the JSE’s trading floor, in an effort to calm the jittery financial markets. {Sunday Times Business
Times, April 24 1994)

150, According to a Case survey of 100 business leaders 68 percent of respondents named Mandela
as first choice as president, 32 percent named De Klerk with none naming Buthelezi, while 89 percent
said Buthelezi was the leader they would least like as president and four percent said they viewed the
IFP plan for KwaZulu-Natal secession ag a viable idea. Survey based on in-depth interviews with 100
business leaders {incloding CEOs or divisional heads of 76 listed companies, 25 leading unlisted
companics and five major parastatals - B2 whites, 18 biacks, 72 English speakers and 14 Afrikaans
speskers), commissioned by Sacob/Weekly Mail and Guardizo/SABC Agenda. ("Weekly Mail Survey
Spectal," Weekly Mail and Guardian, December 3 1993 and SA Times, December 9 1993). A Natal
poll of 47 business leaders conducted by the Daily News found that three percent of respondents
supported Buthelezi, 43 percent Mandela, 35 percent De Klerk and six percent Zach de Beer. (The
Weekly Mail, DPecember 30 1993)

151. The ngg]}: Mail and Guardian, December 30 1994. See statement by Tongaaat Hullets group
supporting IFP KwaZulu-Natal autonomy plan, report on Radio 702 December 1 1992,

152. In February 1994 Buthejezi met a Sacob delegation in Ulundi, urging their support for his federal
constitntional proposals, but this did not materialise. (SA Times, Febniary 16 1994}

153. In 1993 there was a net ouiflow of R16.3 billion, with over 90 percent of this coming from short-
term capital, The figure increased from R5.3 billion in the first half of 1993 to R11 billion in the

second haif prompting R sserve Bank govemor Chris Stals fo call for a clear statement from the ANC
on its economic policy, to stem the flow. (Business Day, January 21 1994)

154, Case survey, op cit.
155, Interview, Colin Coleman, May 2 1994,

156. Address by Mr Justice Johann Kriegler to the Cape press Club, reported in Business Day, May
30 1994,

157. Quoted in SA Times, March 23 1994,

138, An example of this conrtship came with the April 1996 announcement of the decision by ANC
secretary general Cyril Ramaphosa to leave the parliamentary erena to take up a directorship in NAIL
and later FNB and several other companies, (Southscan, vol 12 no 2, January 17 1997)

159. Such as proposals for reducing crime and calls for an end to political violence in Natal,
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169. On the cne hand the new political climate prompted business federations such as Sacob, Business
South Africa, the AHI and Nafcoc to adopt closer working relationships and to put the issue of
mergers on their agendas, and on the other hand major corporatic.s began to change the politically
directed forums through which they were represented. The UF and CBM disbanded in 1995, with the
South African Foun-'ation, which had previously represented business interests overseas, taking on the
role of wepresenting the interests of South Aftica’s 50 largest corporations in order to "promote links
with interational business and to represent the private sector in dealings with the government, {South
Afiica News, September 1995) .

161. For example, in February 1986 Sacob and Business South Aftica both attacked the country’s draft
constitution, issuing strong criticism of its provisions relating to Isbour relations, land reform and
economic activity, (S8A Times, February 28 1996)

162. The business vigion, published in the SA Foundation's "Growth for AH" report in February 1998
was desciibed by Cosatu as encapsulating "Growth for a Few as opposed to Growth for All", while
the labour bluepyint (released jointly by Cosatu, Nactu and Fedsal), entitled "Social Bquity and Joh
Creation - the key to a Stable Future" was described by Sacob as “harbouring inefficiency and
increasing rigidity" apd by AHI was doing nothing to enhance South Afiica’s competitiveness. (Mail
and Guardian, April 4 1996 and SA Times April 10 1996)

163. For instance in June 1998 ANC secretary general Cyril Ramaphosa called on employers and
workers to resolve their conflicts. "After resolving the apartheid question - something many people
believed was unresolvable - one would have thought we would be marching in tandem, hand in hand
together, to build our nation. Sadly that is not the case ... They are waging war against each other in
newspapers, at Medlac and in so many other forums." (The Star and SA Times, June 5 1996). Soon
afterwards the Deputy Minister of Finance Gill Marcus said the increasing confrontation between
business and labour was "unhelpful and unconstructive" and made an impassioned plea for the parties

to bury the hatchet. (Business Report, June 5 1596)

164. This involved the breakup of JCI and the related creation of the NEC by a group of black
investors, and its purchase of contrel of Johnnic (which in tumn controlled SA Breweries, Premier,
Liberty Life, Toyota South Africa and Times Media Limited, among others), with Anglo American’s
blessing. It is notsble that Cosatu and Nactu unions were involved in the deal, through raising money
from pension and provident funds (which would own shares but pass the voting rights onto the
unions). (Business Report, September 4 1996)

165. Such as Nafcoc and the BMF.

166. David Welsh, "Politics and business in South Afiica,” Qptima vol 36 no 3, September 1988, p
167.
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CHAPTER FOUR

. THE INTERNATIONAT, CONTEXT TC PARTICIPATIVE MANAGEMENT

4.1 INTRODUCTION

The xange of corporate practices falling under the umbrella of the term participative
managemeni may be viewed both as international phenomena owing a great deal to various
| forces within the global poiitical economy, and s national and regional phenomens, the forrns
of which are shaped by the tapestry of cultural, religious, political, judicial and economic
influences within the individual nation states. If one can.ﬁnd a common thread in the
participative managerial practices of German corporatism, Swedish social democracy, the
Japanese kaizan system and US Total Quality Management, if would be in deparhire from the
traditional models of fop-down management they represent, and in their atiempts to sprcad
decision making to a wider base of employess. When participative management emerged in
' South Africa in the mid-1980s, it was, as argued in chapters three and five, 2 development
inspired primarily by the country’s internal political dimension. At the same time, however,
this occurred within an international mansagerial context which, mainly as a result of
technological developments and of changes in the wo:ld economy, was undergoing a rapid
metamorphosis. It is worth expanding on some of its components in order to illustrate the
complex interplay between the infernationalising effects of the world economy, and the
national and regional impact of cultural and political factors in influencing imanagerial

strategics.



4.2 GLOBAL CONDITIONS AFFECTING EMPL.OYEE PARTICIPATION |

Several motor forces which influenced the varicus strands of participative management can
be identified internationally: the post-war industrial boom with its greater prosperity and more
stable (and, inifially, scarce) labour force; the emergence in the late 1960s of the *baby
boomer® generation of employees and voters, raised in conditions of peace; the nature of
competition between Jarge corporations in the 1970s and 1980s, prompting moves towards the
decentralisation of corporate organisation; technological developments, particularly related to
the computer, which led to the removal of layers of management; and the post-war ﬁolitical
settlements, particularly in Western Europe and Japan, which enshrined a corporatist form of
stakeholding within industrial law or general corporate practice in these countries. These
considerations varied considerably from couniry to country. In those which did not take the
legislative road, the most immediate impetus came from the post-1960s generahunal challenge
to the culture of deference. The spread of the mass me&ia, the greater availability of tertiary
education and the temporary reduction in the average age of the population, all contributed
to a youth culture in which the authority of age and position were no longer accepted as easily
as before. They also boosted the individual aspirations of employees, both financially and in
terms of power, at a time when industrial organisations were growing in size, complexity and
capital-intensity. When combined with other gconomic and political influences, these factors

later contributed to & decline in trades union power, but in the late 1960s they provided an.
initial stirmutus for the creation of A more meaningful work envirewment for employees. It was
from this cultural dimension that the terms such as job cnrichment, siakeholding and
participative management first arose. But the boom years of the 1960s did not lasi long, and

the form taken by employee participation initiatives was influenced by the changing sconomic
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and social conditions of the next two decades, which were characterised by, among other
things, the emergence of more flexible, *streamlined’ companies, & falling youth and rising
elderly population, the exponential expansijon of mass commumications throngh the *microchip
revolution’, the shift in economic power from the :“est to the East, and at a later stage, the
end of the Cold War 'which,.oﬁen_ed up new opportunities for capital, and , as discussed in
chapter two, also opened debates about economic and political policy which had previously

been stultified by an imposed consensus.

Underlying thesé changes was a set of processes, n&w commonly collated under the cover-all
heading *globalisation’, which, st the economic level, were serving to shift the balance of
power between capital and labour mere decisively in capital’s direction, and therefore serving
to undermine some of the previous potential for participatory management, particularly in the
social democratic covmiries, or at least to recast it in new terms, less encombered by state
organisation. Among the elemenis of .this global economic shift, were the following: the
expansion in the quantity of intemgﬁonal trade and ihe rising dependence of natiorn w
econormies on it; the increased international importance of financial erxd business services; the
greater mobility of finance capital because of tfechnological changes and interpational
; -egulation; the escalation in ievels of foreign direct investment .’m and from national
economies as a result of the growing mobility of productive and financial capital; a new
international division of )abour as a result of a shift in production from the most advanced
capitalist economies to the newly industrialising countries with their lower wage costs; and

the continued expamsion of multi-national corporations.'
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1t is worth touching on some of these elements in moré detail. In the 1970s the rate of world
economic growth began to slow, leading to negative growth, rising inflation 1evels and
increased unemployment in several of the advanced mdustnahsed countries. Af the same time,
however, manufaciuring grew comparatively rapidly. Between 1966 and 1980 world
. manufacturing output doubled and trade in manufactured poods trebied, with industries
requiring high technology and skills accounting for two thirds of this growth?, Markets for
most industrial products became international, leading to steady increases in trade between the -
major industrial nations, with the corporations based in the US, Japan and West Gennany
dominating production of manufactured goods, and particularly capital goods (machinery and
transport equipment). This, however, was followed by another major slnft in the genagraphy
of manufacturing away from the US and towards southeast Asfa and the East, Latin America
and parts of southern Europe (which fullowed the earlier post-war challenge to US hegemony
from the renaissance of western Exropean capitalism), and led to a deuline in the American
share of world manufacturing output from around 50 percent to 20 percent since 1945.° As
discussed in chapter two this occurred partly because of indigenous processes of
industrialisation, encouraged by strong state involvement in economic planning, but also
because of the coincidence of low wages (with the excepiion of Japan), low Ilevels of
industrial conflict and high annual growth rates, which encouraged foreign investment, Major
US corporations transferred parts of production to Western Europe, Latin America, south east
Asia and the Par East, while Western European corporations invested in southern Enrope and |
Japanese companies shifted their capital elsewhere in Asia and later f¢ the US and western
Europe.

The result was that Bast Asia and the Pacific belt took off as the major regional challenger

1o the previous dominance of the United States and western Burope. This happened in clear
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stages: first the Japanese industrialisation, which had starbéd in the 19th century, took off
again from the mid-1950; then in the 1960s came the four *Asian Tigers’ (South Korea,
Taiwan, Hong Kong and Singapore); in the 1970s it was the turn of the ’Asian cubs’
(Malaysic, Thailand and Indonesia), fired primarily by Japanese investment; in the early 1980s
the Philippines, rollowed by Vietnam and ﬁnally, and perhaps most significantly over the past
decade, came Chipa’s takeoff. As Martin Jacques has argued, the pattern has involved "each
tier of countries feeling threatened by the progress of the tier below them, constantly seeking
to upgrade their economies as consequence®,"Because of this movement of capital, and of the
greater capital intensity of production, eight million manufactaring jobs were lost in the
advanced industtial countries while six miilion were gained in the newly uiustrialising
couniries’. Among the effects of these changes in most of the industriafised countries was a -
shift away from manufecturing and towards the service indusiries®, higher levels of
unemployment than had existed prior to the 1970s, and as a result of this shift, the
*feminisation’ of employment as part of 2 managerial trend towards favouring part-time and
casual employees, which exacerbated the frade union membership fall-off in most western

countries between the 1970s and the 1990s.”

There have also been sipnificant changes in the world financial system, which, indirectly, have
had an impact on managerial practice. Perhaps the most crucial of these came when the US
dollar left the gold system® in 1972 and therefore could no longer be at the centre of the
international monetary system, leading to & breakdown in the stability of exchange rates which
had besn the aim of the Bretion Woods system. One effect was to prompt the
internationalisation of the curtency markets and to encourage speculation in them, in a similar

way to which the financial deregulatica of the 1980s encouraged the internationalisation of
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eqnity markats and the far more rapid flows of capital around the world, This, in turn, helped
to facilitate the rapid industrialisation of parts of the developing vhrld, as well as their
accurulation of massiv_e debts (though the advanced i.nd.ustri_al nations, and particularly the
US, were not immune from this predicament, even if their economies were better able to cope
with the consequences). The debt crisis proved to be one of the many fault lines in the wotld
financial system® and was one of the factors behind the expanding influence of the IMF, the
. 'World Bank and the G7 group of governments, and along with other factors, prompting the
formation of bloes of economic influence (the EC and the OECD) and agreements to facilita_te

the freer flow of world trade (Gatt and Nafta), From the mid-1970s Keynesian_ methods of

national economic management began to fray at their already ragged édges, partly as & |

consequence of the internationalisation of the world economy, but also as a result of the
*stagflation’ prompted by, among other things, the oil price rise reéulting from the Opec crisis
(for the West) in the early 1970s", and later because of the collapse of communism which
further weakened the rationale for big, centralised government. As a result, the significance
and power of nation states declined, while the power of cities, multi-national corporations and-
regional, international trade blocs, has increased. The end of the Cold War has also opened
intense competition for the new markeis of former communist states!! and allowed capital
to flow or trickle into areas where it was previously heavily resiricied - a development

facilitated by a decisive stage in the take off of the microchip *revolution’’,

These changes had implications for the way firms were managed. The world economy became
larger, more competitive and more volatile, Markets became more differentiated, patterns of -
demand changed rapidly, technologies changed even faster and therefore machinery needed

to he adaptable. The ability of companies to mass produce for steady, growing, standardised
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markets became, m most industries, a thing of the past, Production processes needed to be
more flexible, and companies like IBM which relied on size to secure market dominance,
suffered in competition with others which were more innovative and adaptable like Microsoft,
Large numbérs and whole categories of emiployees were made redundamt. As a resuit,
*downsizing. or “rightsizing” became in vogue, particularly in the US and Britain (though less
s0 in Germany and Japan) but unlike the 1970s and early 1980s, this involved laying off large
chunks of middle management as well as workers, The notion of middle class jobs for life,
and on the other hand, of corporate loyalty, quickly became anachronisms as the *lean but
mean’ approach caﬁ‘ie in vogue. As Anthony Sampson expressed it: “In the 1970s, the
chairmen would boast how many they employed: in the 1980s they competed ir. the numbers
they had ’let go’, Tt was part of & fundamental shift of attitude across the West, producing a
new breed of corporate hero.*”? One reason for this was the feeding frenzy of the 1980s in
which American and British corporate executives, felt compelled to cut deep, to defend their
companies against potential corporate raiders. Another was the response to competition,
_ particulerly from Japan, and to the changes in technolopy which made lower skilled jobs

defunct, or shifted them to the lower wage developing countries.

At the most general level one can identify a clear shift away from the previously dominant
methods of fordism, the prototype of which relied on economies of scale, standardised mass
production and | the use of ’scientific’ management techniques, and towards flexible
specialisation'* - 4 term denoting the shift towards production of a range of goeds through
a flatter, less rigid and more responsive management structure and by, what Hirst calls,
* "broadly-skilled workers with a substantial measure of aujonomy using general-purpose

machinery.”® Companies which were previously highly centralised began to promote the
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autonomy of their subsidiaries and divisions and to rely on Iapanﬂsé just-in-time methods in
order to reduce wastage while servicing demand - a factor which helped boost the range of
many small and medium sized firms, Of vita! importance here has been the role played by the
computer - an impact Fkely to grow exponentially over the next generation as i challenpes
assumpticns about writtrn communication and about Western culture more gt:nerally..
Computers have already fostered their own language and means of social exchange, they have
broken down international barriers to communication and dramatically expanded possibilities
for global trade. Thejr impact on industrial organisation has come both m expanding the
power and potential of smaller sub-contractors and contributing to the creation of high—te_ch
coltage i.ndustries“, but also in spreading information within companies, replacing layers of
middie management (whose power had previoualy depended on their control of information),
analysing company performance and improving communication nationally and internationaily.
Pérﬁcularly over the last decade the comyuter has been responsible for the development of
alternative approaches fo job design and work organis&tion, for re-integrafing previously
atomised tasks and for spurring many suceessful companies towards more innovative
approaches to management. This need for innovation contributed towards a greater reliance
on the conceptual ability of core workers. Many larger firms introduced looser and less
centralised MS, aimed at enabling a continual reorganisation and rapid responses to new
stimuli, and this ha§ placed strain on the top-down forms of line management which existed
prior to the lap-top take-off. However, this was always within the domain of head office
control, with, in many cases, the CEO enjoying greater authnrity and status than ever before
(and usually & far higher income, relative to that of ordinary employees.'”) Furthermore, the
expanded conceptual role given to core workers has frequently been accompanied by a

devaluation of those workers and managers ontside the core, with a clear shift towatds part-
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time and contractual employment, v sick i furn has further contributed to the feminiration
of the labour force, and towards using the services of sub-contractors for work previously
underizken by full-time employees. The dominant tendency in the US and Britain over the
past decade has been towards reducing job security and diminishing the rights and power of
employees - a factor prompting recent reversals in the decline of trades union membership and
militancy'®. But at the same time a significant minority of companies has moved towards a
less guthoritarian and hierarchical style of management, aimed at channeiling the creativity
and jnitiative of employees (though frequently without vnion involvement), as a way of
enhancing company performance in the face of more intense international competition. This
i reflested in the growth of the number Esops and compauies subscribing fo TQM, though
it is pot uncommon for such innovaﬁons to co~exist with a process of planned redundancies
initiated by a *down-sizing’ CEO. In Japan, Germany and much of the rest of western Europe,
despite significant increases in unemployment levels and a weakening of the hold of
corporatism and strong challenges to industrial co-determinism, the international economic
changes of the past decade have not led to a total devaluation in employee power within the
parameters of theit'_ distinct models, nor to the wholesale adoption of the Angle-US ethos, with
| its focus on. mreamng earning differentials between corporite execitives S ordinafy
employess, on management as representative of sharcholders alone and of aye-wielding
executives in the corporate hero mould, though there are certainly tendencies in this direction.

4.3 NATIONAT. CONSIDERATIONS

Although these economic changes were global in their impact, and contributed to a number

of general trends with regard 1o the way companies were structured and managed, what is
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more remarkable is the extent of the differences in managerial philosophy and strategy

between various régions, countries and cultures. The reasons for these distinctions relate to

- the structure of the economies, political and cultural histories, corporate law and tradition,

industrial relations frameworks, the relationship between financial and industriat gectors, and
the religious and ethical values of inhabitants. Even where a system has been transplanted
from one country to another (TQM in Japan and the US, for instance), it has invariably taken
- on different forms, according to the national work traditions and bre cultural milieu into
which. it was introduced, The point here is that in .each of the countries where expanded
employee participation emerged, there has béen & complex interplay between the forces
prompting global conformity, and the specific histories of the nation state, which have
prompted the growth of indigenous systems of industrial relations, and of managerial

operation.

Take, for example, the generally ignored link between industrial relations and refigion. At first
blush this might seem an irrelevance, particularlty if one holds the view of workers (or their
labour power) as commodities. -But if one examines the impact of religion and religious
tradition on notions of family, authority, hierarchy, wealth-creation, the state, cam:ﬁunity,
even the purpose of existence, its implications are potentially immense. The connection
between the growth of capitalism and Protestantism was well established by Weber and more
recently expanded upon by Fukuyama, who argued it was an essential agent for secularisation
in the West through its role in making religion a private matter between individuals and their
god, thereby reducing the need for a separate class of priests and for religious domination of
political processes. He made similar observations about Buddhism and Shinto, in the sense

that they restricted themselves to the sphere of family-focussed private worship focussed, but
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argued that Hinduism and Confucianism had a mixed legacy - relatively permissive, but .
teaching a hierarchical and in-egalitarian view of existence - while Orthodox Judaism and
fandamentalist Tslam, were hard to reconcile with liberatism and the recognition of uaiversal
rights, because; of their absolﬁtist tendencies - thetr wish to regulate every aspect of human
existence, public and private.'” When one combines the potential spinoffs of this religious
dimension with other aspects of culture in its broadest sense - moral values and taboos, gender
relations and the status of women, family structure, generational relations, racial and ethnic
copsdousness, political history, civip and other community struchwres, geographical mobility
and size, population density and growth, education levels.and content, and many more - it
becomes apparent that employers and employees bring a great deal mote into their relafion
with each other than simply managerial skills or labour power. In many senses the industrial
tradition rests upon a broader cultural tradition, and certainly it cen never be entirely
immunised from it. This can best be illustrated with refererice to various national examples
(wjlich also provide a befter sense of where the international infivences on South African

participative management were situated).
4.3.1 Japan

To understand the elements of the post-war Japanese managerial system - the job-for-life ethos
within major corporations, the cooperative, team-baged approach to problem solving, the
loyalty to the firm shown by employees, the just-in-time system with suppliers - it is
necessary to appreciate both the role of the post-war state in providing assistance to cerfain
industries and companies and in combating left-oriented frades unions, and also the strength

of the culture of deference for authority and seniority and the traditions of communat life,
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both of which have contributed to the unitary structure of labour relations and to the peculiar
form of the work ethic thete, Japanese capitalism is built upon deeply rooted networks of trust
which have been carried over from the highly structured communal life of the villape to the
corporation, where a comparable network of obligations and loyaities v ists, and are
reinforced by voluntary groups which are not, as is often falsely assumed, essentiatly kinship
based.? This is underpinned by what Fukuyama calls 2 "semi-Confucian culmxe'.'zl, which,
whiIg evidently compatible with democratic traditions since thie war, has contributed to a far
more hierarchical_ social siructure than exists in the West, with its veneration for age, seniority
and wisdom, Its subordination of the individual to the family or enterprise, and sense of
obligativn from the family and enterprise to the individual member (an ethos which can also
- be detected in aspects of the dominant Japanese religion, Shinto, and to a lesser extent,
Buddhism). Though one of the most densely poputated countries in the world™, Japan is a
highly ordered society in which ctime levels, particularly regarding violent crime, exist at far
lower levels than in any western society, and in which reputation, saving face and showing
respect are greatly valued, and this has contributed to the trust which allows the system as a
whole to flourish. The priority given to social harmony in this culture is reflected w:thm the
co-operative industrial culture with its loyal company umions and salarymen’, and its ldwer

income differcutials between management and workers™.

The integrity of this system was enhanced by developments in company law and practice
which establishe1 a framework for industry and trade geared towards cooperation rather than
cut-throat competition. At the micro level this included a cooperative enterpnse system which
was well-entrenched by the late 1950s, despite the hierarchical segmentation of the workforce

under the ultimate control of the parent company in large corporations™. Among jts feature
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were the following: the conception of the firm as a collective enterprise; the common status

for all core employees (including manual workers), seen as stakeholders rather than factors |

. of produdtion; the combination of nenko (life-time, seniority-based empleyment for core male
workers in large corporations) with the expectation of life-fime commitment; the view that
manapers and even chief executives represent employees rather than shareholders; a tradition
in which mass firings were virtually impossible and in which layoffs were a subject of shame
for which managers must apologise rather than benefit, the preparedness of both managers and
. workers to put in far longer hours than their western counterparis and a system of low income
differentials.” | |

One reason why the system was sv successful was the flexible structure of manpower
deplosrmant, in which core workers within larger corporations tended to regard fask and skill
mobility, in competition with fellow workers, as more important even than seniority rights -
a practice which Kumazawa and Yamada argued was the most consistent feature of Japanese-
style management.®

Also of crucial significance was the strong unitary emphasis in labour relations, which Shregle
argues is "hased on the cultural value of belonging to a group or famity, and.on the economic
value of productivity"”, though it is worth stressing that the largely enterprise-baged
Japanese unions within the large firms (most small and medium sized firms are unorganised),
were more effective than is often assamed despite their stress on cooperative relations with
management and on identification with the goals of the firm. In confrast to, for example, the
highty formalised German system of worker participation and industrial relations, the Japanese
mode] was characterised by its informality - with works councils being established through

enterprise level collective bargaining between unions and management rather than by statute.
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As Weiss points out, access to decisions on management policy went far further than in
Germeny, and the concept of managerial prerogative was unknown, af least within the private

sector in Japan.*®

At the macro Ievel, job security was backed up by a system which undermined the threats to
emplbyment inherent in the Anglo-US approach. ¥ts features included: the tradition of
shareholding in which sharcs were viewed as tokens of long-term commitment and financiers
viewed as investors rather than owners and controllers; the relationship between ﬁle industrial
cartels and banks which ensured a Jong-term approach to finance with significantly lower rates
of return required®; the system of cfoss shareholdings améng major industrial cartels which
reduced competition between them and made hostile takeovers almost impossible; the ban on
executive share options; the bankrupsy system wﬁich gave preference to employees and sub-
contractors over banks; and the relationship of trust between firms and their suppliers which
facilitated the swocess of the just-in-time’ inventory system (which ensured the precise
quantity and quality of parts and materials were delivered exactly when required) ®

The national state also played a vital role in establishing the industrial edifice and entire
economic framework of modern Japan, a factor understated by those like Fukuyama with an
~ ideological investment in reducing the role of ihe state.”’ For a period between the two world
wars Japanese capitalism was characterised by & very different ethos, with a financial system
gkin to the British model and companies dominat.,.” .:x shareholders, with managers as their
compliant representatives, and an extremel: Jexible labour market, not, in general,
characterised by lifetime employment. The point here is that the shift towards what is now
.widaly regarded as a quintessentially Japanese model cannot be expléined by reference to

culture alone, but rather to the int~rvention by the state both before and after the second world
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war {and the way in which it channelled a cultural predilection towards the current system).
By the late 1930s the Anglo-US model was seen to have failed completely, not least becﬁuse
of the hegemony of shareholders’ interests, and, against the abjections of orgamised capital,
the government introduced a financial and industrial relations system limiting the rights of
shareholders, binding employers and employees togéther and increasing the role of the state .

in investment decisions.™

~ This direction was further encouraged by the natiohal trauma of losing the second world war,
with the state playing an even greater role in creating an investment culture skewed towards
: prodﬁction - partly as a result of a desire to catch up with the West - through its system of
providing aéserﬁve administrative gnidance to economic sectors and individual firms. The
Ministry of International Trade and Industry (MITI), played an overtly intervenﬁonist role,
particularly prior to the 1970s, in this process of industrial restmcturing, and in ensuring the
rise of the mainstays of the Japanese economy - its motor, electronics, ship building and steel
industries, and later its information fechnology industry, to the point of coordinating the
business strategies chosen by private companies. This was reinforced by # major state
investment in education, backed up at the community and family levels, which helped to raise
the intellectual skills of employees and in research, and development (both directly and
throngh pooling existing research). The state also played a key role in designing the industrial
relations system, not only through undermining left-oriented unions, but through reinforcing
the cooperative tendencies established in the late 1930s.* Today, ‘he national state continues
to be centrally involving in providing active support to industry - by building consensus

between firms, offering advice and regulating the financial system which supports them, while
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regional bureaucracies also draw up their own industrial policies. In effect, the country is run.

not by the elected government, but by civil servants,

This direction was firther consolidated in the late 19505 and 1960s by the introduction of
Total Quality Management. This managerial system was first conceptualised in the US prior
to the second world war by the statistician, W Edwards Demi -g, who observed that statistical
methods of improving control over quality were not succeeding  Oeming argued that the key
to improving quality was not to assess statistical probebilities of fauits, but rather to assess
how the quality of production could be improved. To do this, workers needed to be
" incorporated into the process, In rejecting the basis of the fordist approach, he recognised that
worker commitment could not be assumed; it had to be won through improved
communication, repumeration and the reorganisation of management structures, Fear needed
to be removed from the workplace, and the commitment of workers to improvement needed
to be won. He rejected fraditional managerial methods like performance related pay,
productivity bonuses and production quotas, and also argued against the excessive separation
between workers and managers (fhrough, for example, executive dining rooms) and instead
argued that workers needed to be encouraged to make common cause with managers, that they
needed to be incorporated, together with managers, into teams motivated by the goal of
continuous improvement and that the brain power of employees had to be channelled more
creatively.® After the war adaptations of the ideas of Deming (as well as Joseph Juran) were
snapped up enthusiastically in Japan, before returning to their US home three decades Iater.
It is significant that Japanese firms could incorporate Deming’s ideas more easily than
American firms because they existed within a cultural value system and institutional

framework which encouraged them to do so®. With strong encouragement from MITI, the
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Deming approach was implemented at several major J; apanesé corporations, most notably at
Toyota, and vefined into a system that becaine known outside of Japan as *Japanisation’. It
soon becamse apparent to Japanese induswialists and MITI civil servants that tradifional
methods of fordism could not exist comfortably with the cooperative managerial culture that,
by then, was well established, partly becanse manspement realised that improvements in
qualiﬂ were difficult to achieve with deékilled manual waorkers and that central managemént
lacked access to the "hands on” information required for continuous innovation. They came -
to realise that fordism was unable to channel *the geld in workers heads*®, and instead set
about implementing this *bottom-up’ system based on the development of a core of multi-
skilled workers whose roles - in addition to manufacture and maintenance - involved the
continuous improvemant of the products and processes under their authority, with breakdowns
and bottlenecks in the process being viewed as opportunities for innovation. This was
extended to hourly paid workers, who were trained in tasks previously reserved for managers
and supervisors - monitoring, detecting deviations from the norm and in correlating and
interpreting statistics. As Robin Murray put it, in this variation of post-fordism, "the worker

is designed to act as a computer as well es 4 machine.""

A lasting innovation was the problem solving forum known as the *quality circle’ - in essence
a wofkplacc team involving a cross section of employees, from managers to clerks to
assembly Ii: - workers, usually encouraged to compete mth other such teams. Their tasks
typically involved suggesting solutions to problems of production, distribution and quality
control, eriticising poor management, channelling complaints and investigating trouble spots.
As the system becatue entrenched the scope of their role tended to extend beyond production,

maintenance and quality improvement, and into area like work flow and work safety
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improvement. Thompson notes that quality cireles act not merely as a motivational devise or
a means towards quality control, but also "as a vehicle for systematically mining workers®
knowledge and involvement in- diagnosis and problem-solving in a way that directly
contradicts the Taylorist dictum that workers are not paid to think,"* Through innovations
like the quality circle, Japanese management came to make, as Jurgens puts : , "greater use
than the tradiﬁonal management of . Wéstem countries of the knowledge and experience of
people at the lower hierarchy levels and of the knowledge and experience of produciion
workers themselves."” The extent to which this system became entrenched in Japanese work
.culhne is indicated by a 1994 Cambridge University study which found that the average
worker in a Japanese factory made 49 suggestions a year, while the average at American and

European factories was three.®

But despite 2 general state of health of the Japanese economy*' and industrial relations
system, there have been iﬁdicatioils that the system’s continuity is under seriﬁus threat, both
from forces unleashed by globalisation and from internal political and cultural considerations.
Four decades of liberal—Democ_raﬁc mule came {briefly) to an end on the back of a series of
corruption scandals, unemployment reached the unprecedented level of 3.2 percent {(and 6.1
percent for the 15 to 24 age brﬁcket) in 1995% and a bitier trade war with the US over
Japan’s protectionist policies ensued, with the American government aceusing its formet ally
of unfair trade practices. At the same time major Japanese corporations were vociferous in
their coniplaints that the yen was too strong to maintain an export base and the stock market
fell to 40 percent of its 1989 Ievei. The apperent antidote to these setbacks - some of which
were a consequence of conipanies breaking tradition by speculating on a massive scale in the

stock exchange and land developments in the 1980s - was government regulation to stabilise
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the yen, open markets and end protectionist practices, which, in turn, put further strain on the
jobs for life ethos and pushed the Japanese sconomy in the direction of a more flexible labour
matket. At the same time the gradual weakening of the hold of the semi-Confucian’ ethos
of deference, respect and communal obligation contributed to a fall-off in the passive support
for some of the fundementals of the Japanese industrial system among employees and among
the declining youth population” more specifically, and the expression of a desire to change
it in several respects. In particular, as Hirst points out, the intensity and long howrs of
Japanese work practices are being questioned by more and more employees, while support for
lifetime employment, with its obligation to live exclusively for the firm, is declining among

younger Japanese.*

Buf: the resilience of Japanese traditions, and their expression through the nenko system,
should not be underestimated. They remain powerful and some Westemn expectations of an
implosion appear to be off the mark. This is suggested from a comment by Toyuo Gyohten,
chairman of the Bank of Tokyo; "Definitely the so-called lifetime employment systermn will
not disappear immediately, but will become very weak", he said, before remarking, with a hint
of frustration about support for the current system: "When [ talk to business people, they all
complain about introducing drastic measures, particularly in personnel policy, so it is difficult

to bring about real substantive restructuring."

43,2 Germany

In understanding German co-determinism, it is important to appreciate aspects of the comntry’s

cultural heritage, with its emphasis on enterprise, order, social soliderity and national identity,
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as well as the significance of.th;e externally-imposed post-war political setflement in creating
the system. It is also useful to appreciaie the nature of the social market eéonomy, and the
institutions .(pa:ticularljr the education system) underpinning it. Furthermore, the long-term
investment apptoach taken by major banks, and the strength of the "mittelstand" companies
it counterbalancing the stock market, is important in setfing the terms of growth and in

strengthening cooperative traditions,

Four aspects are worth stressing with regard to the enltural ethos underpinning the German
sqcial market economy. Fitst, its sirong roots in Profestantism, particularly its Lutheran
variant, confributed to the much heralded ethic of enterprise, hard work and individual
tesponsibility. Second, it has strong traditions of social solidarity and _service, which some
have attributed to its minority roots in Catholicism.”” Third, the traditions of discipline, order
and lanshlp, have deep roots in Prussian history, and particularly the heritage of the Junker
estate-owning class which predominated in the 19th century; Fourth, German nationalism and
ethnic consciousness has its most direct political roots in the Prussian hegemony within the
process of the unification of Germany in the second haif of the nineteenth century, but again
these traditions - which include the belief in inherent Germanic superiority - go deep into the
cultural history of the Junkers, who dominated the new German Reich from the 1870s, and

into German cultural history more generally.

Related to these considerations are economic traditions distinct from those of most other
leading capitalist societies, and certainly those outside of northem Europe. First, German
ipdustry, and German society more generally, was highly organised and bureaucratised far

earlier than its European, Ametican or Asian counterparts - both at the top (the management
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and employer level - through cartels prior fo the 19505, employers associations and through
the local state) and at the bottom (through the strong trade nmion tradition, the Social
- Democratic Party (SPD), and through social insurance legislation initiated from the top in the
late 19th century).* Second, partly because of its late industrialisation, and also because the
motot force of this industrialisation was heavy industry, the German economy pricritised the
values of production over finance, and had a relatively weak rentier tradition and a strong
tradition of reinvesting profity®, Third, the resilience of its ecomomy has, at least until
. recently, come not so much through the large corporations (of which there are relatively few)
but tjarough the strength of the family owned Mittelstand (small to medinm sized business)
when combined with the willingness of regional banks to allow them long-term finance anﬂ
to act as investors.’® And fourth, the closely regulated financial system is dominated by
major industrial banks (rather than pension funds or insurance companies) whicl: have close
relationships, chararerised by interlocking directorships, with major manufacturing firms and
show a willingness to tend at less prohibitive rates than those in the US or Britain, in a system

where price stability is guaranteed by the independent Bundesbank.*!

In addition the German state had a long history of playing an intervenﬁonist. role in the
economy and in society moré generally, from a base which was generally not beholden to any
specific capitalist and labour interest. This role included strong protectionist policies between
unification and the second world war™, the interventionism implied in the creation of the
social demoeratic state in the Weimar Republic between 1924 to 1929 and, in a very differert,
far more absolutist form, through the national sociatist Third Reich until 1945, The crestion
of the modern, welfare state, under Christian Pemocrat (CDUY-led governments in West

Germany during the 1950s and 1960s, as part of the national effort at post-war reconstruction,
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came about as an attefnpt to reduce the potential for the class and ideological conflicts of the
imter-war years, If the social democracy of the pre-war period represented an attempt to find
an alfernative to both com.ﬁunism and capitalism, the post-war social market economy and
federal political system was part of an attempt both by the Germans and their Allied Power
overseers, {0 avoid the conditions that allowed for the devastation and shame of 12 years of
Nazi rule, and to counter what was regarded as the serious threat of cummuuism.. In common
with the social market and conflict-resolving political systems that emerged in much of the
rest of Western Europe, it was designed to spread political and economic power and
encourage consensus, Unlike some such as Sweden and Britain, this was imposed from above
(and beyond™), rather than demanded from below by the severely weakened, demoralized;

depoliticised and still divided working class movement™.

In addition to establishing a cradle to grave welfare system, which included universal health.
and education provision, the West German government adopted an approach of vigorous
intervention in the economy, particularly in the first decade of CDU rule.™ Under both SPD
tenure in the 1970s and early 1980s and the CDU-led coalition of the 1980s and 1990s, it
confinued to play a more direct role than with most of its economic partners and competitors,
through, for example, its corporatist role in negotiating aspects of economic policy with
- employers’ associations and unions and at a different level through the state owned mdusinal
investment banks. The combination. of unemployment and health insurance, pension
contributioﬁs and high rates of income and company taxation, gave West Gerh:auy one of the
highest overall tax burdens among the advanced indystrialised democracies, but this appears
to have contributed both to economic growth and to the general well being of society. As

Streeck has argued, this vigorous social welfare system, when combined with the sirong
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unions and the social production of skilled workers through the state’s role in the education
and training system, helped to strengthen the German economy by, for instance, ensuring a
constant supply of skilled workess and thereby boosting .producﬁvity, ensuring labour peace
of a kind that was unknown in Britain and France in the Cold War years and allowing firms
| to retain employees diring recessions, and therefore keep their workforces intact, through the
role played by the social insurance system.” The system both limited and directed the power
of capital, with results that were impressive both in terms of the creation and the distribution

of wealth.

The modern German system industrial relations system, which is an essential component of
this social market framework, has its spec_iﬁc roots in the ideas underpinning the country’s
political history, and particularly in the drive for consensus building between Iabour and
capital after the calamity of the second world war, though aspects of it go back to the Weimar
Republic, only to be dissolved by Nazis.™ Its form, which emerged from 1951%, involved
a system of co-determinism between capital and labour with the aim at the enterprise level
of creating a stakeholder system which entrenched trade union and worker power within
companies, and also ensured their commitment to the compenies. What emerged is what
Albert calls "the Rhine Model" firm - based on the iciea of the business as a family or
community with distinct but complementary interests, which, he argnes is markedly different
from the private property concept of the company.” This was achieved through & system
requiring equal numbers of worker representatives and shareholders on the supervisory boards
of larger joint stock companies™, as well as the appointment of full-time labour directors -
approved in practice by the unions® - on their management boards (the bodies responsible

for the day to day running of the company) and, most importantly, elected works councils in
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establishments with five or more employees® (though in practice only larger firms tend to
cémply with this law™). The works councils have statutory powers in relation to
management™ (though they are formally defined as contributing to the efficiency of the -
workpiace). They do not, in themse ves, engage in wage negotiations, and are forbidden from
initiating strike action, though in practice they have served to strengthen the shopfloor
ﬁresense of unions. 'Comp'anies with. several sites will have several works councils. After
1976, enterprise works councils were created to serve as a parter in the co-management of
larger firms, while the powers of both works and enterprise councils were extended to co-
determinism over matters such as the employment and transfer of employees and fabour

time.%

. .40 vital effects of co-determinism have been to entrench union power atan enterprise level
and also to ensure a greater identification with company prosperity, particnlarly by leading
enterprise council unfomists®. As Streeck points out that management in co-determined
enterprises is exposed to constant pressures to provide information and to give reasons for its
decision and this forced management to "take more factors into account, to make underlying
assumptions more explicit and to learn to communicate more freely within the organisation
in general and with the workforce in particular."” At the same time, the presence of union
members on work councils and within supervisory boards has helped legitimise business
decisions on, for example, wage reductions or job cuts. A key aspect of the corporate bargain
inherent in this form of class compromise is that unions have to remain responsible in wage
negotiations, as well as showing a commitment to improving productivity and an acceptance
of tax levels sufficiently high to maintain the welfare system and the country’s

infrastructure.® After almost half a century, the corporate ethos was imbedded in the fabric
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of the society, with the state, lebour and capital having established a pattern of
accommodating each other’s interests and working together fo solve problems of common
concern, from policies of wage restraint to the specifics of the welfare state’s development.
This was particularly the case after the accession to power of the coalition government in
1966 which led o the establishment of a tri-partite government-Iabour-management forum to
discuss economic. policy and exchange information, and, in effect, to negotiate policy.” An
example was their cooperation In maintaining a sophisticated industrial training and
apprenticeship system™. The result was a highly trained workforce, with, for example, more
apprentices per capita than any other counfry.”' In most cases employers, both Mge and
small, viewed it as a duty to undertake ongoing workplace fraining to compliment the

country’s school system widely regarded as among the most advanced in the world.™

However, in the post-Cold War years there have been indications that aspects of the system
are under severe pressure, aithough predictions of an imminent turnaround have been
overstated. Part of the recent tension has come from financing the creation of & new industrial
infrastructure for the 16 million citizens of the former GDR. Yet within five years, impressive
results were being returned from the east, with upemployment falling, growth reaching 9.2
percent and exports growing by almost 25 percent in 1994™, despite the continued strain re-
unification presented fo tax revenues of the western four fifths of the country. Another
dimension was the increased competition from Japan and the Agian Tigers, and the pressure |
of the globalisation of the economy more generally. In one sense it could be argued that the
move fowards fiscal conservatism in the mid-1970s represented a start of the of dissolution
of the corporatist compromise, despite the deepening of aspects of the system (particularly

regarding co-determinism and the shortening of the working day) in the late-1970s and first
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half of the 1980s. Over the past decade there has been a more concerted challenge tr;l the
economic basis for the system. Japanese and other overseas producers have taken away
business from the Mittlestand firms, which have lost ground, and German banks have, in some
cases, started to adopt a shorter-term approach and larger firms have laid off workers anc.
adopted lean production approaches in order to compete with the Japanese, resulting in a rise
in unemployment in the western Germany™, Furthermore, over the last five years there have
been significant moves fo pare back aspects of welfare system and slash public spending -
partly motivated by the goal of meeting the EU’s single currency criteria ~ contributing to

social unrest and forther strain on the corporatist bargain.

Related to t‘ﬁese developments is the fact that union density is falling and the consensus that
previously existed is no longer apparent, with tensions emerging aver issues like the cost of
integration with the east, policy on asylum seekers and the combi.mrtiun of the tax burden and
the wage restraint policy - all indications that the Jeadership of the industrial unions is less
representative of the membership.” At times union leaderships have sﬁcceeded in convincing
their memi:ers of the necessity for strategic retreat - perhaps most vividly in the 1994 decision
by Volkswagen workers to dccept a 20 percent paycut in preference to massive layoffs™ -
but more generally there has been an increase in sirike action and worker mititancy, driven
from below, and a breakdown in relations between the unions and the state, and the unions
and management as a result of the austerity measures, the cuis in social benefits, managerial

demands for preater flexibility and the rise in unemployment.”.

But while the cutbacks in the welfare state and the angry resronse from workers suggest the

system is under severe strain, this does not imply that Germany is about to embark_along the
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*free market’ path of Anglo-US capitalism, Hirst makes the point that while the structures of
corporgtism in Germany are, indeed, weakening, they are by no means doomed. Rather the
form:~ of representation of interests have become too cemtralised and therefore less
representative of the economic agents of conter orary German society. To become more
socially inclusive, they need to be flexible enough to accommodate new types of workers and -
small and medivm sized enterprisés, among others.™ Hutton expresses an optimism that such
adaptability is likely to be achieved. The German instinet in the face of such challenges, he
arguws, "is not to abandon but to update and renew its institutional network™.” Cextainly it
would be correct to assert that there are few persuasive indications that the fundamentals of
the German social market economy, and particularly the co-determinism of its industrial
relations system, are in danger of being wiped out eantirely and mumerous indications of its

capacity to adapt to a more flexible model,
4.3.3 Sweden

The most interesting question for the purposes of this study regarding Sweden, is why, after
half a century of deeply entrenched, worker-driven social democracy and co-determinism,
aspects of the system seemed to unravel as quickly as they did over the past decade? To begin
to answer this, it is necessary fo appreciate something of the finance and foreign trade-driven
Swedish economy, the class related compromises within it that led to the launch of social
democratic government in the 1930s, the political and cultural homogeneity of the working
class and the relative liberalism of the capitalist class, which helped sustain the system and
contributed to the hegemony of a labour-inspired agenda, and the impact of globalisation in

prompting Sweden’s capitalists to reject the bargains of the past.
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The initiating force behind the organisation of Swedish capitalism was finance capital and it
w . vtthe turn of the century that Swedish industria! capital began to catch up with other
major shuustrialised countries (though after the second world war it boasted of having the
highest concentration of industrial capital in the West™) The lateness of Swedish
industrialisation is significant as ij: contributed to the organised form of capitalism adopted (in
terms of conceniration and centralisation).®! As with the other Scandinavian countries which
have introduced far reaching social democratic systems, Sweden is a relatively small country
in terms of population (the current total stands at around 8.5 million®) and is ethnically and
linguisticaily homogenous, and, historically, overwhelmingly Protestant. It has long been well
organjsed at the political level with the roots of the modern civil service going back to the
17tk century.® It is worth stressing the early impact of economic and political liﬁeralism
{and particularly the 18th century Swedish enlightenment) on the collective thinking of the
Swedish bourgeoisie, in confrast, to, for example, fheir intensely nationalist German
counterparts. This contributed to the wide spread symy sthy for parliamentary democracy and
free trade policies among Swedish capitalists. From the turn of the century, they became
pmgresﬁvely more open to the notion that trades unions had legitimate interests™. This
confributed to their preparedness to compromise with the labour movement in the 1930s to

found the social democratic state.

Regarding the Swedish labour movement, it is important to stress its relative unity over the
past 100 or more years®, including its éaﬂy consensus on the premises of German-style
revisionism, as well as the way in which it dominated the politics of Swedish social
democracy from the time of the formation of the social democratic party (SAP) in 1889 until

the 1990s. As Higgins put it, the Swedish union movement "was born with centralisation in

206




its veins."¥ Also important was the role played by peasants and small farmers, who were
responsible for the formation of the world’s first umMﬂ social benefits system in 1913 and |
later formed an alliance with the socidl democtats.” In 1932 the SAP first came to power
(and has continued to hold power for 56 of the last 65 years) and soon Swedish social
democracy was being described as a *Third Way’ between capitalism and communism®, The
defining event which set the basis for the next 50 years of corporatist reform was the 1938
Saltsjobaden agreement between labour and capital to expand the welfare state, raise wages,
maintain private owngrship of property and guarantee labour peace. This was prompted by a
combination of the effects of global economic depression and prolonged period of capital-
labour conflict. The specifics of beth of these pressures favoured labour, and it was the central
blue collar union confederation (the LO) which, from then on, became the driving fqr'ce
behind the Swedish system, establishing its programme as being in the universal interest of
society. As Albrecht and Deutsch put it: "Some of these legislative reforms were based on
what is seen as fact in Sweden, but remains hotly contested and hence political and

ideological in the United States. ... The point here is a profound one: certain fundamental,

nk9

underlying assumptions in Sweden take on an ideological character elsewhere.

What followed was the creation of a system of comprehensive, universal, welfare provision,
backed up by Keynesian demand-management fiscal and moneﬁary policies, fill-employment |
labour policies, and also a "solidaristic” wage policy whose aim, according fo the LO's head
of collective bargaining, Ingmar Goransson, was to build working class unity by "trying to
distribute money to those who earn less."™. This was achieved through the centralised
collective bargaining system, used to reduce the disparity income levels between rich and poor

and later between men and women, through increasing wages f~ lower paid workers and_
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wage restraint for higher paid workers™. In addition, partly to reduce the growing use of
foreign Isbour, policies were introduced to increase the pumber of women in active
employment; including inducements Iike job sharing for part-time employees, child care
provision and, later, provision for extended parental (maternity and patemity). leave

(eventueally involving a year’s paid leave for either parent™).

Corporatism became enfrenched at a netional level while the welfare state took on the most
radical variant of all the democracies, but the emphasis on economic democracy was initially
not reflected in the workplace to the extent it was in the West German model, though after
1946 an agreement between the LO and SAF was implemented, providing for union-elected
works councils with consultation rights in the workplace, However, these had little power and
were separated from the collective bargeining machinery.” By the early 1970s some
companies had introduced their own participative programmes (with autonomous work groups,
juﬁ rntaﬁon, and worker representation on managerial decision making bodies), mainly
through negotiated agreements™. However, with the exception of toothless works cbuncils,
participation at the enterprise level was not universally emphasised, at least until the late |
19605 when the LO became more insistent in its proposals in this terrain. This led to
legislation between 1972 and 1978 to broaden the basis of workplace democracy, increase the
influence of employees over their work situations and reduce the scope of the managexial
prerogative.”® Measures introduced included those to enable workets to exert influence over
the organisation and management of work through joint regulation agreements reached
between unions and managements™, as well as through the statutory right to nominate two
labour directors to the boards of corporations employing 25 of more persons, In addition the

1974 Co-determination Act and subsequent legislation provided workers with the same right
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to comprehensive information about the firm’s activities as the employer had, gave unions the
priority of interpretation in the event of disputes, offered umions the right to veio
subcontracting and required manageruent to negotiate with the unions over corporate decisions
affecting the workforce.”” These measures, however, took some time to implement and

private employers initially refused o engage in negotiations with the unions.*®

A turning point for the unions and the SAP came as part of this post-1967 shift to the left
(which set off a counrer-offensive from business which prompted a decisive shift to the right
a decade later), when they opted to go beyond their principle of co-defermination and info a
more radical variant of economic democfacy involving collectivisation of private wealth,
through their wage earners investment fund pr0po§als. The LO adopted policy that larger
firms be required to issue new stocks amounting to 20 percent of their annual profits, to be
owned by funds representing wage-earmers as a collective group, with the voting rights to be
exercised partly by union-appointed boards. The SAP initially p_revaricaxed on these proposals,
but the issue was nevertheless a catalyst for a period of sustained conflict between the SAP
and LO on the one hand and the SAF (the employers federation) and the centrist and
conservative parties on the other, because the requirement that firms issue new stocks was
viewed as a confiscation of wealth, The issue politicised business and contributed to the
SAP’s loss of power in the. 1976 €lection (though its support for nuclear power was probably
more significant) and again in 1979. In 1981, the LO and SAP came up with new proposal,
reducing the scope for profit-sharing and for deinocratising economic decision making®, but
despite this retreat, opposition from organived business and the conservative party - which had
adopted a neo-liberal agenda - increased, and the issue of wage earners funds became a strong

campaigning platform, as part of a broader offensive by the right.
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A series of strikes and lockouts broke the centre-right’s hold on power and the SAP returned
to office in 1982, but they cohtinued with the right’s policy of devaluation a.ﬁd cufting public
expenditure (while raising taxes to reduce the deficit) and moved away from the radical
Keynesian agenda of its past. Under union pressure, however, the SAP implemented a further
dilution of its wage earner’s fund policy.'™ Meanwhile the major, export-oriented employers
continued with their offensive, succeeding in decentralising the collective bargeining process
aﬁd thereby fragmenting the homogeneity of labour representation, As a result of the processes
of globalisation discussed above (and particularly the weakening of labour’s marketplace
position and the economy’s growing dependence on the exports of its multinationals), the
balance of power had shifted in capiml.’s favour. As capital’s reliance on local markets
decreased, so its interest in spreading domestic weslth through social democratic policigs
declined and it therefore sought to redefine iis accommodaticn with labour and cut back
agpects of the welfare state. The power of the LO was also declining, partly because the
growth of white collar work (and decline in the proportion of blue collar workers) provided
a base for the subsequent launch of the white collar federation (TCOQ). This led to the LO
losing its monopoly position, characterised by the cenfralised negotiations with the SAF.™
A handful of export oriented manufacturers came to dominate the Swedish economy and their
power to influence government increased accordingly, while the rise in their investment
overseas exacerbated the country’s underlying economic problems because of the decline in
internal investment.ﬂlis entailed. In response to international competition business looked
towards flexible production methods and increasing control over wage bargaining. With high
direct taxes and low wage differentials and with full employment'® restricting the supply
of labour to menufacturing, it was harder to reward productivity gains and skills

attainment,'™
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The SAP initially benefitted from the global recovery of the mid-1980s, but by the end of the
decade the economy returned to a severe slumﬁ, with industrial productibn, employment and
the GDP decliﬁing, and inflation rising to 10 percent.!™ The result was that the SAP lost
power again in 1991 and the centre-right coalition announced a series of far reaching neo-
liberal policies'™, though most of these were not implemented. The economy declined at
an even more rapid rate than before, with unemployment machiﬁg 14 percent bj August 1994
and the budget deficit reaching 13 percent of the GDP.'” To the dismay of the international
new right, which had seen 1991 defeat of the social democrats as a long-term triumph for
neo-liberatism, the SAP returned to power in September 1994"”,.an event which was
ugcompanied by victories for left of centre pai'ti&e in the other Scaﬁdinaviaﬁ countries and
Finjand.!® By this stage, however, Swedish capital had made if clear that it no longer
accepted the premises of the historic comprise with labour. The flight of capital from the
couniry, combined with the breakdown of the centralised bargaining system, the divisions
which had emerged within the frades union movement, and the moves away from the old,
statist SAP mould represented by the rise in environmental and gepder consciousness and
activism, meant the possibilities for reviving the kind of class compromise which had survived
from the 1930.5, no longer existed. The new governi.:ent had little option but to accede to
business demands to cut public expenditure (with the alternative being the relocation overseas
of some of the country’s major companies). As with most of the Buropean socialist and social
democratic parties, their claim shifted from one of moving beyond capitalism to one of

managing capitalism better than the opposition.

The decline of corporatism and the move towards a more disorganised form of capitalism in

Sweden, meant, among other things, that power relations between unions and management
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shifted from the pational-level bargaining of the past, towards the enterprise level, in common

with a trend throughout the industrialised world, while the scope of the welfare state was

" narrowed. This does not, however, imply a complete eradication of the system, Not only does

Sweden remain a relatively high tax state with welfare bensfits which remain far more
extensive than in most other advanced industrialised states, but most elements of co-

determinism have, so far, survived the upheaval.™
4.3.4 The United States

The value system predominating within American business is, in part, a. product of an
approach to work and enterprise rooted in a varfant of the Protestant ethic forged in New
World conditions. As Weber, Durkheim and recently Fukuyama have stressed, there is a non-
confractual dimension to all contracis because they are carried out by people acting in
association, The growth of capitalism therefore needs to be underpinned the element of
societal trust if it is to succeed beyond limited pararoeters. While the rule of law might
eventnally help to set a juridical basis for this, its essence comes through shared values and

cooperation in families, small proups and large associations. In the US, Protestantism (and in

 particular its Puritan variant) created a moral and cultural context for capitalism to thrive.

Common reli; lous beliefs helped to sustain mutual trust ag businessmen travelled the country
introducing themselves as Christians, The residues of this tradition can still be detected. As
Hutton puts it: "The Protestant ethic, although weakening, remains an important underpinning

of the US value system and a source of co-operative economic strength, "

212



This social capital was reinforced by the strong tradition of Americans joining voluntary
community and civic organisations. Fukﬁyama argues persuasively that this was partly
responsible for the robustness of American capitalism'"', By the same token, the decline in
membership of voluntary groups (with the notable exceptions of fundamentalist religious
groups and private militias) over the past two decades, and the more general decline in
societal trust, are indications of a depletion of this social capital, This is reflected in different
ways by the ﬁighest violent crime rates in the industrialised world''?, the rise in single
parent families, the growth of a largely black ghetto underclass of barely literate, non-voting
citizens, the related strains in US race relations and the failure of the *melting pot® to absorb
people whose skins are other thaﬂ white (and parﬁﬁularly to integra;te thése whosé cultural
lineage was decimated by slavery), the auti-immigrant sthos infecting politics in some states,
the spread .of anti-government militias, and the cbsession with gun ownership. Yet America’s
once-strong civic culture has not entirely dissipated, and the point made by De Tocqueville
over 50 years ago - that Americans "acknowledge the morel authority of the reason of the
community as they acknowledge thé political authority of the mass of cifizens''®” - remains
valid for much of the country. However, the historical strength of American community
organisation is not replicated within the culture between businesses, and in fact has been
discouraged by anti-trust legislation. Unlike Jepan, the traditions of American capitalism have
prevented the emergence of significant 'cooperative industrial ventures. Competition is intense
and predatory, with most large corapanies being owned by share holders from the financial
institutions, leading to a preference for short term profits and high and regular dividend

payouts. This form of capitalism has proved to be highly competitive and effective in creating
jobs, though, relative to other advanced industrialised countries, these tend to be poorly paid

at the lower reaches of the scale’'¥) - Mclobs for McPay.
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A key dimension to the development of America’s *libertarian’ brand of capitalism is the role
played by banking capital, and particularly the emergence of a high-return financial system
which contributes to the tendency for corporations to hire and fire at will, to the assumption
that workers are prepared to uproot in order to work, and to “short fermism’ regarding goals.
The combination of this dimension, the power of stock market, and the paucity of federal
coutrol over corporate acquisitions, particularly in the 19805, led to a tide of *corporate raids’®
which, while making a few people a great deal of money, often had little commercial or
manufacturing logic and did not confribute fo satisfying fhe corporate mantras of "continuous.
improvement”, "excellence" and "quality"'; Instead, once-thriving coﬁ:lpanies were drained of
respurces by high interest rates on funds borrowed for mergers and acquisitions. One result
is that, as Hirst puts it, "top management becomes ever more powerfitl, decentralization and
participation go by the board, and in consequence the operations of subsidiary firms will tend
to suffer from such remote control."""* But in stark contrast to the situation Britain (where
the financial system plaées a similar burden on industry), in the TS this is mitigated by the
fusion of banks and industry (mainly through the role plﬁyed by the investment banks) which
since the late 19th century. This has given the banks a greater stake in the success of industry
than in Britain, and i is reinforced by the strength of stste governments and state banks in
procuring more long-term investment, thereby contributing to a less centralised pattern of
development. In several states the development of this relationship has been crucial in creating
centres of national aud globai competitive advantage, with perhaps the clearest example being
the relationship hetween investors, banks and academic research institutes in the indugtrial
triangle in North Catolinﬁ. Federal law and busin;ss culture have also ensured a hlgh level
of transparency, at least with respect to the provision of information for stock holders, far

beyond that which exists in most other countries.
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Another d1mensmn to the emergence of US participative mar@gemt ig the fraught history |
of trade unionism there, whick, in contrast to, for example, the Scandinavian countries, and
even Britain, has faced impiacable opposition from most employers, both individually and
collectively'’’, throughout most of its 120 year history. At the same time the ®mion
aovement faced manipulation and division as part of the anti-commumist drive (particularly
within the massive AFL-CIO federstion) and key gections of it were corrupted by organised
crime and weakened by racial divisions. Although American unions played a central role in
pressurising industry and government for the introduction of reforms such as limifs to the '
working day, the minimrum wage, health and safety .Iegislaﬁon, unemployment insurance and
welfare provision and the rigﬁt to organise and bargain collectively, and the union movement
has experienced periods of militancy and spectacular growth!', it never enjoyed the r;lative
strength, cobesion and membership spread of its British and Weﬁtem Buropean counterparts,
Furthermore, its decline after the 1970s was more rapid and absolute than anywhere else in
the world!'s, mainly as a result of the ixﬁpact on jobs of global restructuring and of the shift
of firms (and population) from the unionised northeast to the largely ununionised southwest
of the country,

1t is also worth noting that unlike the sitnation in most other Western countries, American,
unions were not backed up by a strong ivorking class-oriented party or political movement,
while the wealth-owning classes were well organised in & variety of forums, including political
parties. Furthermore, the social democratic tradition (bsyond New Deal Keynesianism) has

never been more then a fringe phenomenon in the US at a national level.

‘While economic libertarians might like to think fhat American capitalism flourished despite

occasionsl spells of unwarranted government intervention, the federal government and state
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governments hﬁe, in fact, played a crucial role in setting the terms US economic growth and
the parameters of the industrial relations system, both as virtﬁal mstruments of capital prior
to the 20th century and in more autonomous roles thereafter. This is particularly important |
to consider with regard to the way it has set certain terms for the industrial framewcrk out
of which the various styles and forms of American management emerged. This can be
illustrated by reference to the impact on.the relation between the state and business attha trn
of the century through the role played by *progressivism’ {2 middle class movement which
responded to problems of industrialisation by campaigning for several Iabour, state and capital
reforms, including workmen’s comj:ensation, improving the quality of life in slums, repulating
monopolies and restricting business’s access to power through measures fo end the corrupt
political machine politics of the time), Some of these reforms were implemented during Teddy
Roosevelt’s presidency through the Sherman Anti-Trust Act, which, along with several other
acts prior to the first World War'® which discouraged cartels and broke the siranglehold
on the economy enjoyed by the ’robber barons’ (though one effect of this legislation was to
encourage the wave of mergers taking place st the time)'”, Progressivism was also
responsible for the party-political reforms of the following decade and the consequent
reduction of direct. business influence on politicians, or at least the limitation of ite sc@e“‘.
Under Franklin D Roosevelt’s presidency - itselfinﬂuencéd by progressivism - the autonomy
of the state was strengthened, and ﬁemfom the direct impact of business influence was further
reduced, while at the same time, through New Deal economic and social policy and through
further monopoly-restricting laws'?, among

others™, the state played a major role in seiting the direction of investment, which persisted
for four decades (although many welfare-related policies which were de rigueur in Western

Europe, such as a national health scheme, were never infroduced). Neo-liberal policies in the

216



1980z led to a weakening of the welfare state, and the state’s autonomy from big business was
eroded, yet this did not imply a universal diminution in its economic role. For instanpe,
spending on defence research and development was responsible for sustaining the ubiquitous
military-industrial complex, which was crucial for the development of high technology
industry, and one could point to numerous cther examples of the US government*s economic

infervention, which do not apply, for example, in Britain,'®

The contribution of American history and geography in creating the *frontier tradition’ is also
worth considering. Not only did it spawn the industrialised World’s most mobile workforce,
and effect the process of spatial decentralization, but its influence can be seen in managerial
perceptions ~ a point stressed by Peters: "Big, not best, has always been the American calling
card. ... Wida-open spaces and an apparently limitless frontier set it ail in motion, US farmers
... would cultivate land, wear it out, and blithely move west five miles. Today almost every
farm you see is a history lesson told by hulks of rusted cars and agricultural equipment, and
homes and yards are filled with broken Christmas toys and power lawn mowers, Have you
ever seen & rusted auto or tractor body in Germany, Switzerland or Japan? The Europeans and
Japanese have lived within Limits for centuries, and have had to be more careful with
resources - that ig quality conscions. When we began to manufacture, we adopted agriculture’s
early habits. - mags, not quality ..."."” It was against these kinds of traditions that Peters and
numerous other American management *purns’, sought to shift US corporations towards
something more closely approximating a Japanese approach to management in the mid-1980s,
via the TQM movement. Despite its American origins in the work of Deming and Juran, it
was largely the result of Japanese influence that TQM was introduced, yet the form in which

it was implemented was one that was peculiarly American. US corporations began to absorb
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some of the methods of their Japanese counterparts with far greater enthusiasm than the
Buropears - mainly through the “Quality Circles” of the TQM system and more generally
through the moves towards greater work flexibility which often accompanied them. But
patience and labour peace are two of the keys to making TQM work, and difficulties arise
when these ingredients are missing. For example, if companies announce layoffs during
economic shumps, this tend. (o have the effect of reducing the levels of trust required. These
are some of the 1easons why, according to one survey of 500 US compsnies, only 36 percent
of those surveyed said the TQM process was having "a si_gniﬂcant impact" on their ability to
quash competitors, though, significantly, some major Azhérican corporationg like Xerox,
Motorola, Federal Express and Harley-Davidson said that TQM wosked for them becanse they
had the patience to see the process through.'” But some in the field, such as the
management author Jerty Bowles, have argued that in an age of progressively more intense
competiﬁon, TQM has becoming "the minimum requirement for staying in the game,"®’
although it is clear that the great majority of corporations are managing to stay in the game

without it,

While some of the other currents of US participative manageﬁlent (such as the promotion of
the *stakeholder company’, as well as *job enrichment’ and *quality of wotk Iife’ programmes)
had their roots in the cultural upheaval of the 1960s, the Arnerican implementation of 'TQM
and related inpovations took place in most compenies in the in a far more globally
competitive era whea the balance of power between capital and labour had shifted more
decisively in capital’s favour. Despite TQM’s significant departure from the rigid, top-dewn
authority previously associated with American management, it would be a mistzke fo assume

that it represents an inherently progressive’ innovation, or that it implies an abdication of
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power by CEQs, Even that most implacable champion of capital’s prerogatives, Newt
Gingrich, felt inspired to include "Quality As Described by Deming” as one of his "Five
Principles of American Civilization".'”* It is also significant that the emergence of the
various strands of US participative management coincided with the decline of the wmion
movement and & concomitant increase in the powes of capital over labour. As Horwitz poin_is
out, the popularity of quality circles and other forms of direct employee communicatios: and
involvement, whatever their advantages for employees, "can mask a deeper underlying distaste
for unionism"”, and these strategies are frequently directed at geining employee cooperation
in competition with unions.’® While in many American firms unions have been incorporated
into their participatory nrocesses, this is hardly the general picture. Rather, US participative
' management_tends to be viewed as a means towards channelliny the creativity of individual
empioyees and, as a spinoff, providing them with greater job satisfaction, rather than in the
more collectivist terms it operates in Western Europe. The inspiration is often a skewed
fnterpretation of the Japanese model - participation withﬁixt representation - and also without
the communitarian traditions that Japanese employees and employers bring into their industrial

relations system.

US TQM programmes have ﬁ‘équenﬂy been abandoned or put on short rations when a new,
cost-cutting CEO has taken over, or. after a job cutting corporate merger, and have not
survived well in sectors where real wages are being driven down significantly. The long-term
approach it implies does not sit easily with the short-term, shareholder driven, approach of
most US cotporations, nor with the *down-sizing’ wave of the past decade, in which there is
a high expectation of job loss and at least temporary unemployment, partly as a result of the

reallocation of jobs to unionists locations.'™®, Nor does TQM co-exist comfortably within

219




a work culture demanding increasing hours from employees,. often for the same pay'!, or
requiring geographical mobility of a kind unthinkable elsewhere in the world. This has tended
to undermine the sense of community and permanence that TQM is built on. Fukuyama, for
one, stresses the destructive effect. of this mobility on commumity life. "(I)f a company
relocates you from Cincienati to San Francisco, then your attachments to any neighbourhood
.disappear. That, more than anything, accounts for the fact that Americans don’t know their

neighbours, "%

When you combine the disorgani&ed form of capitalism that prevails in America, with the
shear size of the country - 30 states, 253 million people, three time zones and 9.4 million
square ldlomefers of land™ - it is hardly surprising that the particivative wadition of
management is merely one among many and is a long way from achieving anything close to
hegeﬁmny. It remains no more than an option managements may consider. implement and
discard, according to their needs in & particular time and place. But, as the last decade of the
20th ceniury draws to a close, there are indications of at least a temporary shift towards
conditions more favourable to the wider adoption of a stakehoider approach by American
industry, With the orgy of cost and job cutting having hit the middle class particularly hard
including corporate executives (even while unempluyment as a proportion of the national
jobforee has declined), the beginnings of a substantial backlash against the corporate ethos of
the 1980s - boardroom greed, downsizing, layoffs - can be detected, and the corporate heros
receiving kudos these days include job saving CEOs and company chairren like Aaron
Feurstein, the Massachusetts textile manufacturer and stakeholder advocate™, who has
described himself as "a symbol of the movement against downsizing and layoffs that will

ultimately produce an answer” adding that, "people see me as a turning of the tide"." Other
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developments which may be significant ir enccuraging moves towards a stakeholder approach
to employees inclode the slowing of the righmard (and radicaily anti-labour) drift in
mainstream American politics, espects of Bill Clinton’s policy which prioritises job retraining
for displaced workers (at the same time as puncfuring the welfare net'™®), the substantial
increase in the minimwum wage despite opposition from *big’ business (and at a time when
uneraployment was falling and eroployment increasing), and slight reversals in the
membership decline of US unions, which have started to develop stratepies forming

international connections as a response io globalisation,'*
4.3.5 Britain

In unravelling the wsak traditions of participative management in Britain, several
considerations are worth highlighting: the historical depth of class division, particularly with
respect to social status; f.hé way this has found expression in the highly antagonistic relations-
between management and frades unions within the modern industrial refations system and
partisularly the way this antagonism has been resolved in capital’s favour since the 1980s; the
dominance of the economy by the financiai sector and the impact this has had on forms of
corporate ownershin and on invesiment; and the highly centralized and adversarial
Westminster political system combined with remnants of pre-modern political forms, most
notably through the monarchy. The hisicvical dominance of the *City® (relative to industry)
in the development of the British economy is particularly important. Lash and Urnry explain
this, in part, as a result of Britain’s "pre " industrialisation and the consequent
overdevelopment of markets.'® Hutton stresses, in addition, an aspect of the cultural milieu

of the British bourgeoisie: the "gentlemanly ideal", in setting the ditection of British
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capitalisis. The landed aristocracy used the constitutional revolution of the 17th century to
secure control of parliament and the state, with the result that their social prestige and
economic power was combined with inereasing political power. Those from the middle classes
wishing to join their ranks required the manners of the landed classes and an income that was
*gentlemanly’ in origin - one not derived too obviously from labour or trade. Ideally this came
from laﬁd but also from interest, dividends, and professional fees rather than from
manufactute, and thoge who made money were therefore anxious to distance themselves from
its source. While the social standing of inventors and manufacturers rose during and after the
Industrial Revclution, they remained inferior in status io those based in the City and

shires.

This contributed to the early rise of London’s financial district, and its pride of place position
within the Britigh economy as well as its central role within world finance. Largely because
| of its position in the world economy, both in terms of its financial and commercial roles, the
City has tended to set the terms for British industrial development. In. combination with the
role played by the Bank of England and the Treasury in supporting financial interests over
those of manufacturers, as well as the iraditions established from DBritain’s early |
industrialisation, it has contributed to a financial system in which high interest rates and a
| short-term and overseas-oriented approach to investment has been the norm, resulting in a
paucity of funds for British industrial growth when compared with, for example, Germany,
Japan or America, Furthermore, as in the US, the management of most companies is
answerable solely to their sharéholders (usually through the fiund managers of finaucial_

institiutions) and to their bankers (with their preference for short-term loans) but unlike the US .
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this is not mitigated by anti-trust legislation and by strong regional or state banks, nor by the

economic decentralisation that federalisn has encouraged.

This has been one of the main reasons for the historical weakness of British manufacturing.
The backbone of the *middleman’ economy'", particularly during the period of capitalism’s
organisation in the_Iate 19th and early 20th century, came through insurance and banking,
commerce, services, as well as the food and drink industries, but it was relatively wesak both
in heavy tndustry and in the new industries, despite pockets of strength (steel, shipbuilding).
Firms with a strong overseas profile {through the Empire), frequently in_volviné family board
members, tended to dominate, but internally there was little of the vertical integratibn which
led to the economies of scale that cheracterised American capitalism during this period.
Britain’s industrial decline, initially relative to the US and Germany, and subsequently much
of the rest of Western Europe and the Pacific Rim, can be traced to this slow organisation at
the top at the turn of the century' Subser.iuent developments such as the economic and
human impact of funding and fighting two world wars, the loss of the Empire after the second
World War, the drain on potential investment funds from setting up a comprehensive welfare
state immediately after the war, and the stranglehold on industry held by trades unions prior
to the 1980s, confributed to an economic decline in absolute as well as relative terms'®.
Monetarist policy, particularly after 1979, when combined with the ideologically-motivated
refusal of central government to infroduce intervectionist measures to help reverse this
decline, was behind the more rapid deindustrialisation of the 1980s, despite the temporary
lifeling offered by North Sea oil. When related to other indicators of decline, such as within
the edﬁcation and indnstrial training systems, this in turn prompted a further slide in Britain’s

overall economic performance in relation to that of its major frading pariners.'¥ The
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ptedica.nient for Britaih’s large industrial firms is summarised by Hirst: "(Tdhey are
overwhelmingly enmeshed in holding company structures that allow their subsidiaries toa little
autonomy; they have generally failed to adopt the new production mefhods; all too typically
they practice extremely hierarchical forms of management; they are often heavily involved
in sectors like defence and aerospace that are in serious decline; and they are dependent on
ﬁﬁdend—hmgry, arms’ length financial jnstitutions and a stock markef that all to.o easily

facilitates external and hostile take-over bids if the share price slips."'*

By the mid-1980s the British leltbour market had ahsorbed many of the features of the US
system, including the widening of the gap in income levels (and particularly dramatic increase
in executive pay levels). Partly because of shareholders’ demands for ever-higher returns,
companies tended fo use the dersgulation of the labour market to introduce more flexible work
patterns, including greater proportions of casual and part-time employees, in order to match
their costs to the volatile patterns of demand. At the same time, however, the welfare state,
which was a product of the Labour Party’s victory in 1945 and the social settlement which
folIowe&, continues to exist on a far more universul footing than its counterpart in the ﬂS,
despite its erosion during 18 years of Tory rule. What has been absent, however, are what
Hutton calls the "compensating virfues of mobility and manageriel dynamism® that

characterise the US model 1

The Westminster political system might, at first blush, seem irrelevant to managerial
traditions, but iis centralism and adversarial element have formed part of a wider political and
.economic crlture which has tended to militate against the emergence cooperafive and

associationalist forms. Furthermore, because Britain did not have a bourgeois revolution,
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strong residues of pre-modern political forms, of which the monarchy is st the apex, remain
in existence. The British are subjects, ﬁot citizens, the head of government is the sovereign,
not a president, the hereditary principle carries with it real, juridical pow-r (most notably
through the House of Lords) and instead of a Bill of Rights and a Freedom of Information
Act, there is an unwritten constitution and an Official Secrets Act v «. * severely restricts
open government of the kind enjoyed in the US. This culture of defereuce and official secrecy.
is reflected within industry, where, even in public companies, there is markedly less open
tradition with regard to information than German or American companies, contributing to the
disincentive to invest'¥’, while the governmental centralism has contributed to the
centralisation of the economy in London, and it might be érgued tha' - - ’ersavial political
culture has, at least, a paralle] in the institutional culture and structures of British business,
which is market regulated without the countervailing communitarian ethos of Japan and other

East Asian economies.

It is also crucial to consider the historically antagonistic relation between capital and Iabour
which short-circuited tendeﬁcies towards more cooperative relations, particularly over the last
two decades when, partly through state intervention, management became more dominant and
the power of the unions declined, Yet the depth of this historic antagonism, is itself rooted
deep within the culture of the nation, where the staius dimension of class was far more
defined than in a more metitocratic societies like the US, Australia and Germany and the
separation of the classes through schools and other social institutions was more absolute and,
at least until the late 1970s, was reflected in party-political allegiance and in relations between
employers anﬂ employees. By the 1880s unions :lready o 2 strong, national presence, and

through legislation and legal precedent had ensured a status for collective bargaining that was



above the common law, and included the right fo strike and organise, From early in the 20ih
century workers developed their own political forms - .pa:ticularly through the formation of
the Labour Parfy - with an emphasis on collectivist rather than corporatist ideologies
(primarily through state ownership via nationalisation)** and a strong belief in the role of
the state as a welfare provider and income redistributor. The approach of the Labour Party
until the 19908 was essentially stafist and economistic - with a stroug belief in the centralised
Westminster system and litfle passion for constitutional change regarding, for example, the
. hereditary principle. The means to increasing the power of the working class was viewed as
coming through controlling the commanding heights of the economy, and, little attention was
given towards increasing employee participation at the enterprise level. While they embraced
a corporatist role at the national, political levels British trades unions viewed their primary
role as confronting the power of capital with regard to wages and working conditions, with
collective bargaining being the prime site of this test of strength. The role played by shop
Mds invariably involved the strict imﬂemtation of agreed procedures, and the sirike
was viewed as a readily available (and frequently used"?) weapon of improving union
power and of changing policy, both at the enterprise and the national political level. There
was litile attempt to create cooperative forums with management or to change corporate
structures in any fundamental way. Similarly, employets viewed themseives as the sovereign
conduit for shareholders interests, and had [ittle inclination towards conceding eny of their

"mansgerial prerogative", unless forced to do so.

In the mid to late 1970s there were cautious moves from the Labour government to shift
attention towards increasing worker power at the enterprise level - by pressing for

representative forms of employee participation, such as the appointment of worker dirc. tors
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in state.enterpris. The 1978 White Paper arising from the Bullock Committee of Inquiry on
Industrial Democracy advocated the establishment of Joint Representation Committees, which
could initiate ballots of employees to secure one-third employee representation on the boards
of companies employing over 2 000 employees,'® The majority report offered the following
argument in favour of participation: "It is our belief that the way to release the energies to
provide greatei' satisfaction in the workplace and to assist in raising the level of producﬁvity
and efficiency in industry, and with it the living standards of the nation - is not by admonition
or exhortation but by puﬂ:ing the relationship between capital and labour on anew basis which
will involve not just management but the who.le workforce in sharing responsibility for the
success and profitability of the enterprise."'® The defeat of the Labour Party in 19'.?9
ensured these measures were never implemented. Instead the Conservative government, with
its policies of widening the scope of the managerial prerogative and significantly reducing the
power of the unions, reje&ed the notion of state pressure to encourage employee participation,
The combinatibn the implementation of these anﬁ-cérporatist policies and the impact of |
globalisation, ensured that Britain’s highly structured system of industrial relations,
characterised by the presence of powerful national unions and industry level bargaining,
unravelled in the late 1970s and collapse under the more directed assault of the Thatcher
govemmenté of the 1980s. As Lash and Urry put it: *The politics of British industrial relations
has disorganised sooner, more abruptly and more profoundly than in other Butopean nations.”
Corporatist dialogue between the Trade Union Congress and the state became a thing of the
past and the unions therefore lost their national political voice at the same time that their
membership was falling rapidly'™ and their power was being eroded by both capital and the
state. The defeats of the mineworkers and the print unions, among others, after prolonged

strike, exacerbated this decline.
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Unlike their continental Ewropean counterparts, most British unions rejected managerial
innovations promoting wotker participation on a departmental or workgroup level, with the
result that when the balance between labour and capital shifted in capital’s favour, capital was
able to define the content of participation without reference to labour, or ignore this option
altogether. With no history of co-determinism, the inclination of most employers was to
withdraw union privileges and ensure the balance of power resied more firmly in their own
hands, leading to 2 less benevolent managerial regime in many firms and an increase in
employee complaints about “dictatorial’ practices and °bullying’ by management'™. British
firms have tended to adopt a nartow view of their obligations to employees and have rejecteci
stakeholder ideas. As Handy put it: "To the Japanese the company is a community. To the
continental Europeans the best companiea are run like families. Neither concept appeals tc the _

British or the Americans, They both sound weaselly, undynamic,"™™

There are, however, significant examples of a different approach within British trade and
industry, and there are powerful political and economic forces encouraging moves in the
direction of preater employee participation. Since 1987 there has been a substantial increase
in the number of Esops, partly as a result of privatisation and deregulation which has led to
several employee buyouts (with shares having no value when issued and acquiring value as
the company makes profits)., Between 1987 and 1993 over 40 Esops involving about 150 000
workers were established in Britain, 80 percent of them in large corporations and most of
them involving over five percent employee share ownership, This compares, however, o 2
total of over 10 000 Esops in the US, where they have been in existence since the mid-
19505)." There has also been a gradual rise in the popularity of Quality Circles, partly as

a result of inereased Japanese investment in Britain over the past decade, and often in non-
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union firms, a development which has been praised by representatives of we Tory
government'*, While the majority of the senior managers at Japanese subsidiaries in Britain
are British, in most cases they appear to have implemented the techniques of "Japanisation”,
with some adoptions, and these include the Quality Circles, where, as with their US and
Japanese counterparis, employees are divided into teams to compete with each other for new
ideas for production line improvements,'”’

Furthermore, several British firms™® describe themselves as "stakeholder companies”, but
of potentially greater significance is the way the stakeholder idea has been adopted by the
Labour Party, with the suggestion of policies attacking short-termism in the econumy,
requiring takeover to be justified in the public interest, introducing capital gains tax incentives
to retain investment, reiniroducing recognifion rights for unjoms with 50 percent-plus
membership, promoting Esops, backing most of the measures contained in the EC Social
Charter, with certain reservations'®, and more generally asserting the belief that private
ownership carries with it responsibilities to employees.

This has been backed up by a decisive shift in the attitudes of most of the major unions, and
of the "TUC away from adversarial positions of the past. Its general secretary John Monks, for
instance, backed the stakeholder notion and has said that the job of unions was to “avoid
strikes, particularly ones of any duration", and that the union movement’s task was to "replace
1970s-style corporatism and today’s economic jungle with social partmership™'®. The recent
signs of a rise in union assertiveness suggest that predictions of their complete demise ma.j,r
' have been premature’. More generally, in the 1990s there has been a discernable decline
in support for the dog-eat-dog business cnifure of the 1980s boom period, reflected, for
example in the popular revulsion against corporate greed, and particularly against executive

share packages within the privatised utilities, as well as the increasing emphasis of community
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values in the press and by politicians of all parties (albeit from very different perspectives),

and more specifically, by the decline in support for the Conservative Party.
4.3.6 Other Countries

The German and Swedish models represent an archetype of legislative fonns. of do-
determinism within & social market framework, while the Japanese system, involving a high
~ degree of employee participation combined with a relstively low level of power, is the
epitome of a volﬁntﬁrjr form of participative management within a closely knit, homogeneous,
trust-base culture. In the US émd Britain there is no dominant model though aspects of the

Japanese system, and particulatly non-tmicn variants of TQM, have become more popular.

However, these national examples of participative management by no means cover the entire
imernational field. In most Western European countries, for example, there is some statutory
provision for co-determination, with aspects of both the German and the Swedish systems
having been absorbed. In 1972 the EEC drew up a draft directive on the_ Harmonisation of
Company i.aw. Its revised form, in 1983, contrined the requirement that all companies with
more than 1 000 employees should establish employee participation, with various optioas
offered including worker directors, works councils or similar systems established throngh
collective bargaining (equivalent to the appointment of worker divectors, with all employee
representatives being rlected through MI ballots by proportional representation). It also
provided for compulsory information sharing by employers, i cluding the right to request
special reports and undertake investigations, and the right of consuliation on major company

decisions.'® Though this was never enforced as a binding EU directive, aspects of this
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system had, by then, already besn introduced in most Western European countries. For
example, the Bullock Committee of Inquiry on Industrial Democracy, set up by the last
Labour government in Biitain, found that eight EU countries had "schemes of one kind or
another in operation which secure or at least make possible the representation of employees
on company boards"'®’, In addition to the examples discussed above, those in the Benalux
.and Scandanavian countries were most comprehensive. Some of the measures introduced in
these countries eventually found their way into the EU’s non-binding social chapter, And
statiunry provision for participative management is not confined to Europe. In Australia, for
examgple, a form of co-determination drawing on both Buropean and Japanese models, was
introduced under the Labour Party governments which was in power until 1996 - a system

studied by some of those involved in formulating South Aftica’s legislative model',

One of the most widely discussed examples of participative manegement at the enterprise
level, and one that has had some impact on the experience in South Africa'®, is that of
Semco, the Sao Paulo manufacturer of industrial equipment'® which in 1993 employed
around 800 workers and became one of Latin America's fastest growing mﬁpaﬂes. When
the 22-year-old Harvard trained Ricardo Semier inherited Semco from hi+ father in 1981, the
company had a traditional, pyramidal manaperial structure, a set of rules for every
contingency, and was struggling to survive, Semler, who has been the company’s president
and CEO ever since, introduced a radical form of employee participation in the mid-1980s,
significantly increasing the decision making power of ordinary employees, breaking the
managerial hietarchy, decentralising the firm’s organisation and introducing a far reaching

form of worker participation. The results, according to his own sunny estimate, were
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extremely positive with the company growing six-fold between 1981 and 1993 and production

increasing nearly seven-fold and profits by 500 percent,'s

Starting with one facility with 300 employees Semler began various experimental programmes
to try and develop a more efficient, Mble structure. As he put it in 1990: "We had tried
various worker participation programmes, quality circles, kanban (just-in-time) systems and
motivation schemes, all of which got off to preat starts but lost their momentum within
months, The whole thing was just too damn big and complex; there were too many managers
in too many layers holding too mahy meetings. So we decided to break the facility into three
separate plants .."". From then on he proceeded to divide the company into semi-
autonomous business units of 100 to 150 people (when they reached 200 they were split in
two)'®®, using the image of the doughnut to design the basic structure of authority, with a
small coterie of about 14 counsellors in the middle and all the partners and "asscciates"
(workers), in the outer space. They were then held together in smaller circles by
"coordinators”. At each business unit these coordinators ran their division without interference
from the "counsellors" (senior management), and no more than_ one layer of management
'separated the machinist from the divisional general managers - in confrast to the 11 layers

when Semler took over the company.'™

~ The esgence of this system was a form of worker democracy which certainly appeared to be
more far reaching than in most companies where participative management has been
introduced.'”! In a couniry with a militant working-class movement and party'™, and
strong union tradition!™, particularly in Sao Paulo where Semco is based™, Semler

adopted an essentiglly pro-union stance from the qutset, with strikes considered a normal part
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of democracy, absence from work because of a strike considered as normal absenteeism, and,
more generally, with unions regarded as an essential form of worker protection. The
programme demanded mutual respect between management and unions and rejected co-option
of unions or workers. After a period of early antagonism from union leaders, the unions
became more accepting once it becams apparent that there was no intention to dismantle their
power and that there was an intention to give workers a real say over the business." This
power exiended fo allowing workers to overrule management in certain respects. Whe .
workers voted to move Semco to a new site, not approved by management, the decision was
carried out. Workers set their own producﬁvity targéts and hours {within flexible parameters)
and évaluated their superiors regularly and anonymously while manageriai staff'™, set their
own salaries and bonuses, and everyone bad full access to the ﬁrm’s books. An informal style
was also encouraged, with no dress code, few meetings and memos and a policy of not taking
work home, not working overtime and not working during lunch time. The idea that effort
and resuit were not directly proportional was also encouraged. But the corollary to this power
and flexibility, was a view that {reedom has its consequences, including the possibility of
failure, against which erployees were provided with little protection. Loss making operations

were invariably closed.!”

An interesting aspect of Semler’s approach was his insistence that the ideas implemented at
Semco could travel - sorgething that his book was decicated to proscelaﬁsing about'™, He
scomed the tendency of slavishly following copycat versions of Japanese managerial
techniques, and recognised that the Semco experience coﬁld be reproduced exactly because
the social and cultural context in other countries, regions and industries differed. However,

he argued that the Semco model was generally applicable precisely because it was based on
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a trust of employees, a rejection of the parent-child notion of the management-worker relation

and a mistrust of managerial dogmatism,'™

4.4 CONCLUSION

Two points become immediately apparent in this discussion of the inferational dimension to
partivipative management: first, the extent of the impact of globalisation on the managerial
practices within each nation state; second, the degrea to which indigenous cultural, political
and economic considerations helped create managerial systems which differed considerably
from each other in their aspirations and content, despite the impact of globalisation. At the
same time, however, while it may be true that the differences between these nationally-related
experiences are mare significant than the similarities, the impact they have had on one another
should not be underestimated, The Americans learnt from the Japanese, the British from the
Americans, and the South Africans from just about everybody, both in terms of individual
participative mavagement projects and of the legislation which was eventually promuigated
in 1996, In most of the South African companies discussed below, the experignce of
participative management in other countries is apparent. Premier, for instence, drew from both
Japan and Germany in devising its programme, PG Bison from Japan, the United States,
Brazil and Germeny, Volkswagen, directly from Germany, and, as is argued below, several
companieé eschewing participative managément were also influenced by aspects of various
international managerial models - perhaps the most significant being the influence of the

British experience on the Anglo American group.'™
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Finally, it is worth assérting that this intemational dimension to the S_outh African experience |
should not be treated as merely as another independent variable, to be tossed in together with
politics, union power and marketing considerations to make national participative management
brew. Whﬂe this compartmentalised way of considering the international iﬁ]pact has &
convenient simplicity, it is not adequate. It needs to be recognised that "international" does
not imply uniform or universal. Rather, the forms of mansgerial practice which emerged in
the advanced industrial couniries, as in South Africa, are themselves not divorced from the
political ang cultural ethos in which they emerged, The point here is that wherever it is found,

participative managément is about more than itself.

235




NOTES

1. Smart Wilks, "Class Compromise and the International Economy: The Rise and Fall of Swedish
Social Democracy,” Capital and Class no 58, Spring, 1996, pp 99 - 100,

2. World Bank and OECD statistics quoted in R Peet, "Industrial restructuring and the crisis of

international capitalism," in R Peet (ed) International capitalism and industrial restructuring; A critical
anaiysis, Allen and Unwin, Boston, 1987, p 20.

3. Will Hutton, The State We're In, Jonathan Cape, London, 1995, p 257,

4. Martin Jacques, "The Culture Essay: Western culture defies the rising Eastern sun,"” The Culture,
November 13 1994, pp 9 - 12.

5. Advanced industrialised countries covered by this statistic included the US, Canada, the Federal
Republic of Germany, France, Sweden, Austria, the Netherlands, Belgium, Italy, the Unjted Kingdom,
Japan, and Australia. Newly indnstrialising countries included Venezuela, Mexico, Columbia, Brazil,
Argentina, India, South Korea, Malaysia, the Philippines, Korea, Hong Kong, Taiwan, Singapore and
Turkey. (Peet, op cit, p 21)

6. According to Murray, in 1989 a third of Britain’s nationaf owtput was in the distribution sector, and
2.5 million jobs were lost in the manufactusing sector since 1960, (Robin Murray, "Fordism and Post-

Fordism," in Stuart Hall and Martin Jacques (eds), New Times: The Changing Face of Politics in the
19905, Lawrence and Wishart, London, 1989, p 38.

7. In 1979, when Margaret Thatcher came to power in Britain, 53 percent of British workers (12
million) were unionised. By 1994 this had fallen to 33 percent (under seven mitlion). The percentage
of unionizsed Americans fell from approximately a third in 1963 to just over 15 percent in 1994, with
only 10 percent in the piivate sectors, a similar figure to that in Frapce. In New Zealand, anti-union
legislation from the conservative government prompted a decline in union membership by 38 percent
in a single year. There have recently been indications in Britain and US, of a slight reversal in this
trend, though certainly not to pre-1980s levels, (Figures cifed in The Guardian Weekly, September 11
1992 and The Guardian, September 4 1995 and September 9 1996).

8. That is, it ceased to be convertible into gold,

9. The rapid industrialisation of the developing world led fo the accumulation of massive debts in most
of these countries. Their growth was financed largely by borrowing, particularly from the capital
surpluses accumulated by the OPEC countries afler the price rises of the early 1970s (channeled
through international banks). By 1983, for instance, Mexico's debt to foreign banks had reached 85
percent and Brazil’s 74 percent. The scale of these debts made them vulnerable to changes in the
world economy, such as the increases in interest rates of the late 1970s and the decline in markets for
many of their manufacturers. The instability of this aspect of the world financial system was vividly
revealed through the 1994/5 Mexican crigis which saw $10 billion in investments leaving the country
in 10 days at the end of December 1994, This followed the perception - in the eyes of the IMF, the
World Bank and many foreign investors - of the "Mexicen Miracle”, which had been widely cited as
the path for Third World and developing countries to follow: a dutiful swallowing of the World Bank
and IMFs s tructural adjustment medicine, whatever the sociat cost - throngh devaluation, privatisation,
deregulation and debt repayment. In 1994, es a result of its success in atiracting investment, it was
admitted to the select group of OECD nations. The erisis, which was partly a consequence of the
austerity measures implemented through the structural adjustment programme, led to the peso

236



plummeting by 40 percent on December 20 1994, with the ripples affecting the world's financial
system, and most particuiarly the other South and Central American economies. While US President
Bill Clinton immediately authorised a $50-billion rescue package (to save Mexico and to salvage the
reputation of the World Bank and IMF, and the measures they wete advocating) which stabilised the
situation, the crisis suggested major weaknesses in the world’s financial system and the international
bodizs controlling it. '

10. Though as is discussed in chapter two, Keynesian economic theory was to make & substantial
comeback in the 1990s.

11. Impeded by the growing influence of crime cartels which replaced state bureaucracies, and by
violeat ethnic conflicts. '

12. This includes significant advanr s in the production of personal computers, the opening of the

Internet, the introduction of fibre optic cable as a means of facilitating Internetional

telecommunications and the increasing power and access of corporations involved with cable television
" and with computer fechnology (CNN, News International, Microsoft, for example).

13. Anthony Sampsen, "The axing of company mayp,” The Sunday Times News Review, June 4 1995.

14. A term coined by Michael Piore and Charles Sabel in their book The Second Industrial Djvide:
Possibilities for Prosperity, Basic Books, New York, 1984,

15, P Hirst, Associative Democracy, Polity Press, London, 1994, p 115.

16. Some of these appear to represent a decisive break from Taylorism/Fordism by, combining
intellectual and manual skills - a role which the desk-top computer has evidently facilitated.

17. For instance in 1980 chief executives in the US made 42 times as much as workers. Fourteen years
later they were carning 52 times as much, And according to figures released by the Federal Reserve
the wealthjest one percent of American households owned nearly 40 percent of the coumiry’s wealth
compared with 20 percent in 1980. (The Independent, April 18 1995)

18. In the US, after 30 years of declining union membership, it has shown sipns of a moderate
increase (up three percent between 1992 and 1994). In Britain the number of union members declined
by over 40 parcent between 1979 and 1994, but since then, according to TUC figures, this reversal
appears to have been halted, af Ieast temporarily, while the number of work days losi in strikes
increased in 1994 and 1995, (Government statistics cited in The Guardian, September 4 1995 and
September 9 1556). '

19. Francis Fularyama, The End of Hi and the Last Man, London, Penguin, 1992, pp 216 - 217,

20, This is argued persuasively by Francis Fukuyama in Trust: The Social Virtues and the Creation
. of Progperity, Hamish Hamilton, London, 1995.

21, Fukuyams, "The Primacy of Culture," Journal of Democracy, vol 6 no 1, January 1995, p 10.

22, It has a population of 124 million within 377 441 square kilometers of land - which amounts to

1.43 times the population density of Britain. { Oxford Hammond Congise Atias of the Werld, Oxford
University Press, Oxford, 1995, pp 12 - 13) '

23. Senior managers earn approximately three tites the average wage, with the difference increasing
to nearly ten times for CEOs. {Hutton, op cit, p 270; The Independent, April 18 1995)

237



24. M Kumazawa and J Yamada, "Job and Skill Under Life-long Kenko Employment Practices,” in
S Wood (ed), The Transformation of Work, Hutchinson, London 1989, p 109 - 114,

25. For instance, according to Sony chairman Akio Morita, in 1989 the averge Japanése employee
worked &~ average of 2 159 hours compered with | 546 for the average German, (Quoted in, Charles
Handy, The Empty Raincoat, Hutchinson, London, 1994, p 10)

26. Kumazawa and Yamada, op cit, 1989, pp 107 - 109.

27. Johannes Schregle, "The German Model of Institutionalised Worker Pariicipation in the
International Context of Workers’ Participation,” paper presented at the 7th World Congress of the
International Industrial Relations Association, Hamburg, September 1986.

28. Manfred Weiss, "Institutionalised forms of Workers” Participation with Special Reference to the
Federal Republic of Germany," International Industrial Relations Association 7th World Congress,
Hamburg, September 1986, p 13.

29. The average required rate of return for a 10 year research and development project was 8.7 percent
in Japan, 20.3 percent in the US and 23.7 percent in the UK. In 1992 Japan invested 34.2 percent of
its GDP in fixed assets, compared with 16 percent in the UK and 14.8 percent in the US. (Handy, op
eit, p 138}

30. Panl Thompson, The Nature of Wark, Macmillan, London, 1989, p 222; Handy, ibid, pp 153 -
154; Hutton, op cit, pp 269 - 270.

31. As mentioned in chapter two, in his more recent writings, Fukuyama has conceded the preater role
played by the state in successful Asien capitalist development, including Japan, but has argned that
the state has not been the prime force in Jepan’s economic growth. (See in particular, Tryst: The
Social Virtues and the Creation of Prosperity, op cit) :

32, See Huiton, op cif, pp 268 - 277,

33, See Hirst, op cit, pp 124-127,

34, See Hutton, op cit, pp 243 - 254,

35. Ibid, p 274.

36. Robin Murray, "Fordism and Post-Fordism," in Stuart Hall and Martin Jacques (eds), New Times:
The Changing F f Politics in the 1990s, Lawrence and Wishart, London, 1989, p 45.

37. Ibid, p 46,
38. Thompson, op cit, pp 221 - 222.

39, Ulrich Jurgens, “The Transfer of Japanese management concepts in the international automobile
industry," in Stephen Wood (ed), The Transformation of Work?, Unwin Hyman, London, 1989, p 207.

40. Cited in The Daily Telegraph, April 10 1995,

41. Its annual per capital income is $45 000 (compared to around $17 000 for Britain), it has $700
billion in net foreign assets (compared with the US debt of $800 billion) and a trade surplus of $140

233



hillion a year. (Figures cited in Kevin Raﬁ'erty, Inside Japan’s Powerhouses, Weidenfelf and Nicolson,
London, 1995).

472, Figures cited in Evening Standayd, August 29 1995,

43, The birti rate in Tokyo is only 1.1 babies per mother, half of what is generaliy reparded as
necessary fo sustain the population. Relating the declining birth rate to the long hours worked by
Japanese people, Handy comments: "There is literally no time for babies and work. How and when
these traditions of work will change in such a country of tradition is anybody’s guess, but if they do
not change, Japan wﬂl have an increasingly resentfu], ageing and diminishing workforce.” (op cit, p
10)

44, In a 1953 opinion poll cited by Handy, 87 percent of respondents said they wanted the sysfem
changed, and an MIT stedy comparing US and Japanese working methods, concluded that the Japanese

were looking for greater individualism and creativity to balance the stress on conformity. (Ibid, pp 10
and 42) '

45, Hirst, op ait, p 126. _

46. Quoted in Mzl and Guardian, April 28 1995.

47. See for instance, Hutfon, op cit, pp 267 - 268.

43, Ses Lash and Urry, op cit, pp 17 - 28.

49, According to {igures cited by Handy, since 1975 German firms have reinvested 67 percent of
profits, compared with 63 percent for Japanese firms, 54 percent for US firms and 45 paroent for
British firms. {(op cit, p 146}

50, Handy, op cit, pp 155 - 157; Hutton, op cit, pp 266 ~ 267.

51, Hirst, op cit, pp 126 - 127.

52. And particularly between 1919 and 1927.

53, As part of internationally-imposed ferms for reconstruction.

54. In addition to having been dzcimated by the Nazis, deep divisions between communists and
socialists remained.

55. Through, for example, offering significant depreciation allowances, tax rebates for exporters, cheap
Ioans, subsidies and special tax benefits for certain industries.

56, Wolfpang Streeck, Industrial Relations {n West Germany: a case study of the car industry, -
Heinemann, Londor, 1984.

57. Bee Schregle, 1986, op cit.

58, First through the Coal and Steel Co-determination Law of 1951 and later through the Works
Constitution Act of 1952.

59, Michael Albert, Capitalism Against Capitalism, Whurr, London, 1993,

23%



60. Supervisory boards are statutory bodies situated between sharebolders® assemblies and managenent
boards. They mest four times a year to appoint members to management boards, whose acfivities and
decision they vet, Parity of workers and shareholders on supervisory boards was introduced in the iron,
steel and coal industrics in 1951 and in other industries (for companies employing over 200 workers)
in 1976. In companies with under 2 000 workers one third of the representatives are workers.

61. Usually they are full-time trades union officials or former works council chairmen,

62. Elected by all employecs and not just trades unmion members in, to be the sole legal shopfloor
representative of the workers. '

63. According to Weiss, most small firms and many mediam sized firms bave no works couacils. (Op
cit, p 336)

64. These are set out in the Works Constitution Act and concemn co-decisions and negotiations in
certafn areas, information provisicn and consultation. {Schregle, 1978, op cit, pp 82 - 83}

65. Johannes Schregie, *Co-determination in the Federal Republic of Germany: a comparative view,
International Labour Revigw, vol 117, no 1, 1978, pp 81 - 83 and Lash and Urry, ep cit, pp 255 -
261.

66. See Lash and Uy, op cit, p 239.

67. Streeck, "Co-d ination: the. fourth decade”, in Wilpert, B and A Sorge (eds), International
Perspectives on Organisational Bemocmcy, John Wiley, London, 1984, p 413.

68. Streeck, 1984, op cit and Hirst, op ¢it, pp 118 - 119.

69. Lash and Urry, op cit, pp 256 - 257,

70. Hirst, op cit, p 127.

71. For instance, over 70 percent of German employecs are technically qualified compared with 30
percent in Britain. (Charles Hampden-Turner and Alfous Trompenaars, The Seven Cultures of
Capitalism, Piatkus, London, 1994, p 229).

72. See Handy, op cit, pp 138 - 139,

73. Figures quoted in Hutton, "Germany defies prophets of doom,” The Guardian, September 4 1995.
74. To around 8.2 percent by mid-1995,

75. Hirst, op cit, p 20.

76. In May 1994 18 000 German Volkswagen workers wese laid off, as part of the company’s
response to Japaness competition. Through the agreement between the company and the inion, reached
through the works council, and achieved in accordanc:: *viva the Social Chapter of the EU, workers
accepted a 20 percent payont in preference to more drasse layoffs, (BBC Newsnight, May 20 1994}
1t is worth noting that between Janvary 1992 and August 1994 VW had cut its workforce by 37 000
to 241 000. (The Independent, August 19 1994). The industrial peace did not last, however, and in

August 1995, Germany’s powerful IG Metall engineering union began a series of strikes at VW as part
of a pay dispute with the company. (Evenine Standard, August 29 1995).

240



77. The most visible indication of strain in the social consensus of the post-war years came with the
1996 protests, culminating in the largest trade union rally i Germany’s post-war history, in protest
against cuts in public spending and the govemment’s austerity drive. {Supday Times (UK), June 16
1996).

78. Ibid, pp 120 - 121.
79. Hutton, op cit, p 267.

80. With the banks playing a major role in this development through their takeover of industrial
companies

81. Lash and Urry argue: "The later a country industrialises, the more organised it must be (in ferms
of concentration and ceptralisation of capital..) in order to compete with countries whose
industrialisation is already under way. (op cit, p 30)

82. This compares with 4.3 million in Norway, 5.1 million in Denmark and 5 million in Finland. The
figmres for the other countries discussed here are: Japan - 124 million; Germany - 80 million; United
States - 253 million; United Kingdom - 58 million; Brazil - 155 million; South Afiica - 42 million).
(Oxford Hammond Concise Atlas of the World, op cit, pp 12 - 14)

83. Lash and Urnry, op cit, p 36.

84. In 1906 the Swedish E;ﬁpleyers’ Confederation and the Swedish Confederation of Trade Unjons
reached an agreement whereby employers acknowledged the workers’s right to form orgenisations of
their choice to negotiate wages and working conditions.

85. Relative to other labour and left political movements at the time, and most particularly the
(ermans,

86. Winton Higgins, "Political Unionism and the Corporatist Thesis", in Economic and Indu-trial
Democtacy, vol 6, Sage, London, 1983, p 365,

87. Lash and Unry, op cif, p 36.

88. The American author Marquis W Childs first argued this point in his book, Sweden: The Middle
Vay (Yale University Press, New Haven, 1936).

§9. Sandra Albrecht and Steven Deutsch, "The Challenge of Economic Demacracy: The Case of
Sweden,” in Economic and Industrial Democracy, vol 4, SAGE, London, 1983, p 290.

90, Quoted in, Karl von Holdt, "Solidaristic wage policy: From Sweden to South Africa?," South
African Labour Bulletin, vol 20 no 1, February 1996, p 73.

91, Wilks, op cit, pp 94; Albrecht and Deutsch, op cit, pp 288.

92. The parental leave system introduced in 1974 involved six months paid leave, shared between the
parents in any way they chose. This was extended to 12 months of high financial compensation (90
pescent of the parent’s income) and three months of low compensation. All but the first two manthis
{which have to be shared equally between the parents or forfeited) are transferable. In addition thers
is statutory provision for 10 days paternal leave within the first 60 days after birth, (Larg Jalmert,
"Changing faces: new images for father in Sweden," paner presented fo Institute for Public Policy
Research conference on Fathers and Public Policy, London, April 20 1996)

241



93. Von Holdt, op cit, p 78.
94. Albrecht and Demtsch, op cif, p 299.

93, The Democracy at Work Act, The Public Employment Act. the Joint Regulation Act and most
significantly the 1976 Co-determination Act,

96. Which workers could enforce ihrough strike action, actording to the provisions of the Joint
Repgulation Act. In addition, the act strengthened the umioas’ negotiating position by compelling an
employer to negotiate at his own initiative before deciding on important changes at th warkplace, He
also was required to negotiate on any matter if requested to do so by & frade union.

97. Sex Ake Bouvin, "New Swedish legislation on democracy at the workplace,” Intemational Labour
Review, 1977, p 133 - 143,

08. See Jonas Pontusson, "Radicalization and Retreat in Swedish Social Democracy,"New Left Review,
165, 1988 S

99, Mainly by replacing obligatory stock issues with a tax on excess profits, with the revenue
transferred to the wage owner funds, which, in turn, would purchase corporate shares,

100. The 1983 legislation provided for the build-up of five wage earner funds from 1254 to 1950, with
each receiving ene fifth of the annual revenue generated by a (.2 percent payroll tax ard a 2¢ percent
tax on excess profits, with the totel amounting to between five and 10 percent of all stocks registered
at the Stockholm Exchange, according to Pontusson {op cit). The act also limited the exercise of the
ownership power of workers with a provision that wage earner funds could not individually acquire
more thau eight percent of the shareholder funds in any one firm.

101. Von Holdt, op cit, p 74 - 75.

102. Or at least upertployment figures well under two percent.

103. Hirst, op cit, p 119.

104. The Swedish GDF, which grew at over 2 percent per annum from 1983 to 1989, fell by pearly
2 percent in 1991, with industrial production failing by 10 percent in 1990-91, unemployment rising
from below 2 percent to 2.7 percent and inflation rising to 10 percent in 1991. (Wilks, op cit, p 92)

105. Amang others, for privatisation, the introduction of internal markets in health and education and
major cuts in state expenditure and employment. (Ibid, p 93)

106. Ibid, pp 93 - %4.

107. With 45.6 percent of the vote, which, together with #ts 1982 performance, was its best showing
since 1968,

108. Over the next year, left of centre parties were to return to power in Norway, Denmark and
Finland and in 1996 in Leland.

109, Including many of those referred to above, voluntarily introduced by companies, or as a result
of negotiations at the enterprise level, rather than via legislation.

110. Hutton, op cit, p 262.

242



111. Fukoyama, Trost, 1995, op cit.

112. According to FBI estimates, the number of homicide victims in 1993 was 24 500 compared with
1 640 in France (in 1 91) and 675 in England and Wales (cited in The Times, December 28 1994),
though there are subsequent Indications of a significant decline in murder rates in several major US
cities,

113 Alexis de Tocqueville, Democmoy in America, Vintage, New York, 1945, p 393.

114. Ac:+ ~ding to Roger Freeman {"Jobs in the USA", New Economy, vol 1, issue 1, Spring 1994,
pp 20 - 24) the bottom one-tenth of the US workforce earn 38 percent of median earnings, compared
with a European average of 67 percent.

115. Hirst, op cit, p 143.

116. Through, for example, the National Association of Manufacturers, which organised mainly
smaller businesses, which was extremely hostile to unions from the tum of the century, though the
National Civic Federation, which organised large scale industrial employers, was generally less
implacably hostile and entered what Lash and Urry call "quasi-corporatist” relations with Samuel
Gompers' American Federation of Labour in the 1900s, partly to isolate left wii 1 unionists, (Ibid, p
75)

117. Rising from a pational membership of 9 million in 1939 to 15 miliion in 1945, (Lash am:i. Urey,
op cit, p 80) :

118. See footnotes 12 and 26 above for the relevant figures on this decline,

119, In particular, the Clayton Act (1914) and the Trade Commission Act (1914).
120. Lash and Urry, op cit, pp 73 - 76. .

121, Through direct primaries and tax reforms.

122. The 1934 Securities and Exchange legislation, which was opposed by the US financial sector,
led to the stabilisation of the securities markets, the 1935 utilities legislation was an attempt to break
the domination of the electrical power trust, while the undistributed profits tax of 1936 and the revival
of the Antitrust Division of the Depariment of Justice and the passing of the 1936 Robinson-Patman
Act had similar aime in mind.

123. In addition to further opposition to monopolies and the implementation of Keynesian-influenced
New Deal plans, key govemnment interventions in the economy during this period included moves
towards greater economic decentralisation of the national economy and the attempted implementation
of a "business commonweatth" - a corporatist development, favouring trade assoeiations, through
which it was intended that various industrial sectors would act in the public interest and operate with
"business self-control", {Ibid, pp 76 - 77)

124, Through wade laws allowing the US government to take unilateral action against countries
blocking US imports or subsidising exports - particularly through the trade wars of the 1990s with
Japan and the Buy America Act which ensures that public procurement is focussed on American
suppliers and glzo the now-declining space programme, Politically motivaied trade and investment
sanctions (against, for example, Vietnam, Cuba, North Korea, iran and Iraq, and previously, in less
stringent form, against South Africa), have also been a form in interventionism that most of Western
Europe and the Pacific have avoided,

243



125, Tom Peters, Thriving on Chaos, Harper and Row, New York, 1987, pp 15 - 16.
126, Cited in Newsweek, Scptember 14 1992
127, Thid.

128. Quoted in, David Remaick, "Lost in Space”, The New Yotker, December 4 1994, p 84,

129, ¥ Horwitz, Managing Resourcefy]l People, Juta, Cape Town, 1991, p 30.

130. According to a survey condueted in 1993, 20 percent of American workers expected to Iose their
Jjobs within the next year, while a further 20 percent expected & spell of temporary unemployment.
(Cited in Freeman, op cit, p 20)

131, According to Juliet Schor, the average American worked 164 hours per year more in 1992 than
in 1962 - an average of 47 hours per week, and if this trend continues, within a further 20 years the
average person would work 60 hours a week, (The Overworked American, Basic Books, New York,
1992)

132. Interviewed by Johr Gray in, "Fukuyama: the end of history man", Prospect, Issue three,
DPecember 1995, p 63,

133. Figures on size and population drawn from Oxford Hammond, op cit, pl4.

134, Feuerstein, who in December 1995 saved all 2 500 jobs it his compauy’s (Malden Mills} textile
plant in Lawrence, Massachusetts after the factory burned dow, is now regularly featured on US falks
shows, and newspaper colutans and has been praised for his stakeholder approach by both President
Clinton and US labour secretary Robert Reich, who said of his company: "They treat their wotkers
as agsets to be edeveloped, not as costs to be cut.” (Quoted in The Guardian, March 25 1996)

135, Quoted in New Vork Times, July & 1996,

136, By removing the provision of a guarantee of welfare for life and restricting welfare claims to a
total of five years, and only two consecutively, where jobs are available.

137. In the first four years of Clinton’s presidency, 10 million new ané were created, while in the
seme period the number of people classified as usemployed fell by 2.3 million, according to US
government statistics, (The Times, Qctober 15 1996)

138. Jeremy Brecher, "US labour faces global restrmeturing,”" SALB, vol 17 no 4, July/August 1993
pp 69 - 73,

139, Lash and Urry, op cit, p 42,

140. Hutton, op cit, p 42,

141. Or what Lash and Urry call the Makler economy, op cit, p 43.
142. Toid, pp 42 - 45.

143. For example, according to Hutton (op cit, p 7), in the 20 years up to 1979 growth had averaged
2.75 percent in Britain; in the 20 years up to 1994 growth averaged less than 2.1 percent.

244



144. According to the Lansanme-based International Institute for Management Development’s rankings
of world economic performance, Britain slipped from 15th to 15th place during 1995 - behind most
of the other EU states and some of the newly industrialised states Iike Taiwan and Chile, though
another "league table’, published at the same time, had Britain in 15th position, one behind Thafland
and five behind Ma_laysia. (OECD and World Economic Forum rankings, published in The Sunday
Times (UK), June 2 1996 and The Guardian, May 28 1996).

145, Hirst, op cit, pp 130 - 131,

146. Hutton, op cif, p 281,

147. See Lash and Urry, op cit, p 50.

148, See Lash and Urry, op cit, pp 53 - 55.

149, British government statistics show that 29 474 000 working days were lost through strikes in
1979, After 1981 (with the exception of 1984), the figure renained below the 10 million mark and
since 1991 has remained below the one million mark, falling to 2 post-war low of 278 000 in 1994,
but rising again to 415 000 in 1995. (Figures cited in The Guardian September 9 1998).

150. Committee of Enquiry on Industrial Democracy, Report, 6707 London HMSO, 1976,

151 Thid.

152, Membership of trades unions fell from over 12 million in 1980 to under seven million by 1995.
(UK Government statistics cited by The Guardiag, September 9 1996)

153. According to the results of a 1995 survey conducted for the white collar Manufucturing, Science
and Finunce Union, nearly one in three workers in the 400 workplaces complained that bullying had
increased in the previous five years, while one in 10 claimed that employers tolerated bullying or
encouraged a bullying management style. (Reporfed in The Guardian July 10 1995)

154. Handy, op cit, p 157.

155. The Gueardian, November 29 1993,

156. For example, in 1994 the then British Secretary for the Treasury, Michael Portillo, praised non-
union factories which had embraced "Japanisation” and introduced quality circles. (Reported on BBC
9pm Evening News, March 18 1994)

157, Stephen Wood, "Are Human Resource Practices in Japanese *Transplants’ in the UK Different,”
paper published by Department of Indusirial Relations, London School of Economics, 1995,

158, These include British Telecom, BP and Marks and Spencer.

159. In November 1996, the party’s shadow chancelior, Gordon Brown, said a Labour government
would opt out of Social Chapter requirements regarding employee representation on boards of
directors. (Reported in The Times, November 12 1996)

160. Quoted in The Guardian September 4 1995.

161. See footnotes 11, 26 and 165 in this chapter, above.

245



162. See Salamon, op cit, p 299,

163. Board of Trade, i‘Réport of the Commiftee of Inquiry on Industrial Democracy (Bullock
Conumittee)", HMSQ, 1977, p 25.

164, Interview, Mark Phillips, April 17 1996,

165. As discussed in chapters five and eight, the Semeo experience, and Semler’s ideas, had a direct
influence on Cashbuild, the Itisa consuliancy and on PG Bison’s TPQ programme, particularly
. through an eatly formuiation of Semler’s ideas in the Harvard Business Review ("Managing without
Mangers, Harvard Business Review, September/October 1989), There was also considerabie publicity
in South Africa for Semler’s ideas after the 1993 publication of his book Maverick? The Success Story
Behind The World’s Most Unusnal Wotkplace, (Hutchinson, London, 1993). Ses "Everybody’s the
boss in this factory", and "Curing *time sickness®, The Star, July 6 1994, and "Brazil has a lesson for
SA firms", Mail and Guardian, March 24 1995.

166. It manufacturers marine pumps, mixers, tack fittings, valves, digital scanners, dishwashing
machinery, amonp others. :

167. Semler, 1993, op cit.

168. Semler, 1989, op cit, p 77.

169. Spoech by Semler at Interlaken 1990, quoted Tom Peters, 1992, op cit, p 287,

170, Semler, 1989, op cit, pp 77; Peters, 1992, op cit, p 286.

171. See Semler, 1989, op cit, pp 76 - 7% and 1993, op cit.

172. Particularly through the Partide dos Trabalhadores.

173. Particularly through the trade union federation, the United Workers Centre of Brazil.

174. See Margaret Keck, The Workers’ Party and Democratization in Brazil, Yale University Press,
New Haven, 1992, '

175. Semler, 1993, op cit.

176. As Semler himself tends to do.

177. Mail and Guardian, op cit.

178. Devoting a chapter to this point. (Semler, 1993, op cit)
179. Quoted in Ml and Guardian, op cit.

180. 'This is dealt with in 5,3 and 5.9



TICIPATIVE M E | CA

5.1 THE IMPETUS FOR PARTICIPATIVE MANAGEMENT

The South African economy in the mid-to-late 1980s was not structured in a way which
easily lent itself to the advance of participative programmes on a significant scale. In fact it
might be argued that the country’s economic conditions were of the kind to make
’stakehdlding’ an unlikely managerial option were it not for the politically related pressures
on business at the time. Those couniries where participative management developed deep
roots in one form or another - through legiv:ation, vﬁluntary adoption or a combination of
both - tended to have several factors in common: cuitural and linguistic homogeneity: seftled
labour forces;. relatively low income differentials; low rates of unemployment and/or strong
welfare nets; a strong nanufacturing base with a wide spread of ownership (in most cases);
and a tradition of cooperation between management and labour. Certainly most of these
factors could be said to apply to Japan, Germany and Swed.en and also .. some of those
countries not specifically discussed like Australia, Norway, Denmark and the Netherlands.
In contrast, in the US, with its deep racial divisions, weak unions, high income differentials,
porous welfare net, highly mobile labour force and flexible labour market, participative
management has been a minority option, while in Britain, with its economy dominated by’
the *City’, its deep class and cultural divisions, its history of persistent antaponism between
capital and labour and its more flexible labour market, participative management has yet to

establish substantial roots.



When participative management in South Africa first emerged av more than an isolated
phenomenon in the late 1980s, the economic conditions were those one might expect to

militate against the spread of this project. Several points are worth stressing here:

1. The economy had been structured around the extraction of rﬁw materials since the end of
the last céntury. Despite pericds of impressive growth, the manufacturing sector {(which in
1991 accounted for only 12.2 percent of the country’s economically active population'), was
relatively weak, For many years major sectors of it were depende. n protection from the
state (particularly through import té:iffs), and also came to rely on the rols played by the
staté as a purchaser, most markedly in the spinoffs from the armaments industry® and the
apartheid infrastructure - with both of these facfors contributing to its declining productivity
relative to that of its major trading partners. The capital goods industry in particular was
extremely underdeveloped, meaning that the productior of consurier goods was dependent
on the import of machinery from (ermany, France, the US and Britain. Furthermore,
whenever economic activity increased, the economy became more dependent on oil imports

because it had no liquid fuel reserves of its own.

2. The ownership portfolio in the economy, if not ynique, was more skewed than that of any
other developed or developing country. The key dimension to this was the concentration of
ownership and control inr white hands. By 1995, of the over 600 companies listed on the JSE,
only 11 were controlled by blacks.“ But even within the parameters of white-owned business,
tﬁis concentration of share ownership was extremely narrow, with the *Big Five’ financial
and industrial conglomerates - Anglo American, Sanfam, Liberty Life, Old Mutnal and

Rembrandt - controlling between 80 and 85 percent of the JSE’s market capitalisation through



multi-layered pyramid structures of ownership (though in some respects this figure provides
an inaccurate picture of real control*), Furthermore, according to some estimates, the ‘Big
Five’ generated nearly balf of the country GDP (while in comparison, in the US, the Fortune

500 companies produce approximately 10 percent of the GDP).*

3. One reason for this concentration (aside from the politicaily-related causes such sanctions,
disinvestment, exchange control and various apartheid distortions) was that the financial
nﬁarkets were dr_iven primarily by institutional investors, with most of the cash flows from
this expanding sector® invested in the JSE. This further concentrated conirol of the market,
which had the effect of diminishing market liquidity” and reducing the number of investors.
This cancentration of wealth, along with the couniry’s political instability, contributed to the
British-style ’short-termism’ with respect to the relationship between institutional

shareholders, banks and investors.

4, The disparities in the distribution of wealth between rich and poor was racially skewed to
an extent not experienced in any other national economy. This had the effect of curtailing the
growth of internal markets. Although the racial gap was gradually narrowing, this shift was
not sufficient to boost demand to the extent .required to encourage sustained industrial
grﬁwth. By 1990 white metropolitan incomes averaged 8.2 times that of Africans {compared
with a differential of 11.8 in 1960)%, while the share of whites in the couniry’s total personal
income was 52.7 percent in 1994 (down from 70.1 percent in 1960) and the share of
Africans was 34.7 percent (up from 22.4 percent in 1960).7 According to the 1991 population
esiimate over 75 percent of the country’s population was African and under 14 percent

white.°
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attractive option for management, despite the pressures in the opposite direction exerted by

some of the countrj!’s economic conditions. It is worth reiterating the main currents here.

By the mid-1980s the white business community’s faith in government re’ ~ms was rapidly
eroding in the face of international sanctions and internal revoit. As discussed in chapter
three, this prompted an activist ethos among a section of this community, with energies
directed outward into the broader political arena, and inward into company change policies.
Within several of the companies which adopted participative programmes, there was a strong
Sense, particularly among executive directors, of needing to bridge gaps at the enterprise
level which were being widened in society more generally. A more specific concern related

to the role being plaj(ec_l by the independent trades union movement, which enjoyed a spell
| of rapid growth throughout the decade and was becoming more militant and politicised in its
demands. By the mid-1980s, and particularly after the formation of Cosatu in 1985, the hope
.contained within the Wiehahn Commission’s remit at the end of the previeus decade, that
unions could be steered away from politics, had faded. Furthermore, the unitarist,
management-dominated liason committee system of the early 1970s had been replaced by a
more sophisticated indus&ial felations regime involving the recognition of collective
bargaining rights and the right to strike, with many recognition agreements also curtailing
the powers of management regarding issves such.as dismissal, discipline, health and safety,

retrenchment and redundancy.

But, largely becanse of the depth of racial and class divisions, the relation between unions
and management still tended to be founded upon mutual antagonism, sharpened considerably

by the political struggles of the day. Some of the more far sighted business leaders had come
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to realise that, in the absence of viable, legal political vehicles for black workers, thg unions
wou_ld inevitably play a politicised and politicising role for the members, and that this
dimension could not be explained away in terms of the *interference’ of an activist layer {and
dealt with accordingly), but needed to be accommodated. It was also becoming apparent to
them that there was & strong tendency among black workers and their union representatives
10 equate white power at a company level with the white power of the sfate, and oppose it
on the same basis, This perception was strengthened by several, well-publicised examples of
collusion between senior mapagers at some companies and the security paolice, in .detajuing
worker leaders during periods of industrial action.? Unless a company took a stand against
| apartheid, both in terms of its internal operation and its public pronouncements, this equation
was uniikely to be avoided.' This realisation contributed to the political stances taken by some
business leaders during this period and, internally, to the invariably politicised education and
value sharing programmes that some companies introduced. In some cases, an added
motivation was the desire on the part of executive directors to give workers a stake in the

*free enterprise’ system and win themn away from socialist ambitions.

Furthermore, there was a realisation from business leaders of an ever present danger,
sometimes realised, that the politics of *ungovernability’ which was gaining currency in the
African townships in the mid-1280s, would find its way omto the shopfloor through wildeat
strikes, go-slows, sabotage of machinery and general indiscipline.”” This further contributed
(o a sense among some captains of industry and commerce to "get on side’ through making
clearer anti-apartheid gestures, and it also prompted them to improve relations with their
black workers and their unions in order to reduce the often-politicised and over-heated

shopfloor conflict, Reducing tensions was often viewed as a means of improving productivity
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and quality in the longer term, and was usually complemented by a variety of other
programmes with this goal in mind. These included the ofien controversiai strategy of
offering individual or group incentives to workers, as well as of finding more productive and
challenging ways of channeling their skills through forming TQM-type discussion groups to
iron out problems and initiate sohutions, as well as increasing the “transparency’ of the firm
by prcviding more information to workers, imﬁroving internal commurications systems and
in many cases, ﬂatnening management structures. An added motivation was to reduce tensions
associated with annual wage negotiations by making contact with worker representatives an
ongoing pfoc&es rather than a once-off event, Arguing for this strategy, Loet Douwes-Delcker
of the Wits Business School noted:" The formal introduction of workers® pacticipation can
prevent situations developing where workers, because of uncertainty regarding management
actions, resort to restrictive practices to control output. If collective bargaining is
institutionalised to the satisfaction of both parties and by agreement confined to a once-a-
year-event, the distributive phase, then time and space are created for the parties to consider
entering into *working together® arrangements, the integrative phase. This differentiation is
of advantage to the respective interests of both sides and removes the element of surprise
from managenent act.ions in that year. Such arrangemenis give the necessary assurance to

workers about the impact of those decisions, ">

It was aiso recognised that in order to improva performance it was imperative fo win greater
commitment on the part of workers to the 'vilues' of the firm, which, it was widely
acknowledged, did not exist in the earlier period.” Winning worker loyalty, however, was
not easily achieved. One problem was the gap in aspirations and perceptions of society

between white managers and supervisors on the one hand and black workers on the other.
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This was ofien manifested through worker objection - frequently passive, but increasingly
active - to the managerial style of white supervisors and line managers. While the political
upheavals and unicn growth bf the previous decade had awoken among executiveé directors
2 desire to move beyond *baaskap’ and paiernalism, and towards a more cooperative, legs
racist, shop floor ethos, the message was not easily absorbed further down the line. White
managers, raised in a culture where their supremacy was assumed as 4 natural fact of life,
were unlikely to change their way of relating to biack workers simply because the CEO said
they should. The fact that with few exceptions managers were whiie and workers black
formed the bﬁsis of many of the shopfloor tensions, as well as the basis of many of the
difficuities involved in improving performance. One example was that as a result of the
legacy of neglect of African education, many workers, inchiding matriculants, wére
functionally illiterate and innumerate®, and therefore provided a very smalt pﬁnl of potential
rectuits to the ranks of management or of professional staff” at a time when, partly because
of white emigration, the skills shortage was becoming acute. This prompted several
companies to introdoce literacy and numeracy programmes, and contributed to the affirmative
action drive which began in the lats 1980s. Furthermore, many companies increased their

training budgets, though usually from an extremely low base™,

Also relevant was the fact that most white employees lived close to their places of work
while, becavse of the Group Areas Act and other apartheid laws, most black employees lived
considerable distances from work, in overcrowdéd and under-serviced conditions®, often
having to make use of inadequate public transport and therefore contributing to absenteeism,
lateness, exhaustion, low conce_ntration levels and a sense of the place of work as an alien

| environment. As a result some companies introduced housing schemes, mainly aimed at black
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employees, allied to their participative rn_anﬁgement programmes {or as part of them, through
involving unions in the planning process). It might also be argued that the far higher levels
of upemployment within the African population, when combined with generally larger
immediate and extended families, stronger community ties, and far lower average incomes
than whites™, meant that pay packets needed to be stretched far further - thereby contributing

to constant pressures for wage increases above inflation levels.

But the gap between black, and particularly African, workers and white managers could not
b¢ reduced merely to a set of political consequences of apartheid. As in other countries, there
was also a more deep seated cultural component which interfﬁeshed with the pblitical
dimension - a consideration invariably ignored or undetplayed by those, whether historical
materialist or neo-classical, who view employers and employees primarily as economic
agents. The mcst obvious example relates to language: the fact that white managers tended
to issue instructions in Afrikaans or English, which were the second, third or fourth
languapes of African workers, This had a direct effect on communications between
management and workers, incz :asing the possibility for misunderstanding and offence. In
many instances communications between white and black amounted to little more than a set
of sim ilified commands, which effected their perceptions of each other, From the point of
view of white line managers and supervisors, it tended to reinforce prejudices about African
inferiority; from the point of view of workers it deepened perceptions about white atrogance
and racism. But the gulf in perceptions about each other and the world between black and
white employees went beyond the confines of language. It is worth reiterating the point that
while workers and managers spend, on average, only half the time at work that they do away

from work® - on buses and trains or in their cars on their way fo their suburbs or townships
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or hostels, eating and sleeping, spending time with their families, going to church or football
or rugby, watching television, drinking in the pub or shebeen, hanging out with their friends,
attending weddings and funerals and so on. In each of these areas the exptrience of an

~ African worker and a white manager invariably differed widely,

And the differences did not relate only to the variables of day to day experience, buﬁ even
more pertinently to received values and cultural heritage more generally. Even in areas of
apparent consensus, the differences were sometimes more pertinent than the similarities. To
take the example of religion: while most whites and most Africans might be nominally.
Christian, their perceptions of their relation to each .other, their god, and of the spiritual and
physical world more generally, differed widely. Most whites we_fe raised within an ethos
influenced by Protestantism, and among Afrikaners, particulérly Calvinism, with its emphasis
on predestination and individual faith, combined, particularly in its Dutch Reformed variant,
with its strong sense of community obligation, mixed with a ethno-statist dimension which
had its historical expression in the notion of Afrikaners as a chosen people, Among Africans,
Calvinism had shallower roots, with the fastest prowing denominations being those of the
Zionist and other African independent churches. Among the membership of most of these
churches, and others, thers was a tacit acceptance of mixing traditional ancestral belief and
practices® with those of Christianity - a view anathema to most branches of mainsiream

Christianity. ~nd most particularly its Calvinism.*

The combination of religious and other cultura! traditions and received values, and the reality
of people’s lives at work and away from work, meant that white and African employess

tended to approach the world from different angles, and this related to their concepts of each
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other, of immediate and extended family, the place of the individual in society and within
the group, of work, authority, time and leisure, duty, choice, and of community. Within
several companies involved in piopeering participative programmes, there was an explicit
acknowledgement of the imporl:ance of this cultural dimension to their industrial relations
problems™. For example, at Cashbuild the MD Albert Koopman came to the conciusion that
he needed to focus on black employees as a collective and. not merely as individuals, after
studying aspects of Zulu as well as Japanese culture. As'he put it: "In one significant respect
the Zulu and Japanese people showed a remarkable sim';larity - they both piaced a great
emphasis on group cohesion as opposed to individualism.“” A major aspect of the "change
pi‘ocesses’ adopted by various companies involved finding forums aimed at bridging these
cultural gaps and encouraging black and white employees to participate directly in the
process. Several major firms introduced what amounted to political education programmes
for thefr employees, which were combined with *value-sharing’ workshops, often involving
black and white emi)loyees expressing perceptions of each other and the world. Furthermore,
a few tried to build this kind of perceptual awareness .nto their day-to~day operation. For
example, a handful of companies held classes in Zulu and other African languages for their

white managers.

But if the pressures for the intraduction of participative management programmes were found
largely, though by no means exclusively, within the internal politically realm, the solutions
initially adopted owed a great deal to international precedent. This influence was absorbed
through & number of channels. In a few cases - particularly within the motor industry - the
| framework Was sef by a foreign parent company. More commonly the channelx were diffuse,

involving the impact of business conferences and seminars, managerial books, journal articles
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and newspaper features on managerial theory and pfactice, as well as the influence on
company CEQs and other executive directors of local and foreign managerial consuitants, and
in some cases, international trade and travel. In this way aspects of the experience of
comparies and national systems in Japan, Germany, the US, Britain and Brazil was absorbed
into the South African business milieu. Once applied under indigenous condifions, the
experience was passed on to other companies, through direct contact between executive
directors and facilitative staff or, again, through the conference circuit and publications and
through management consultancies Such as Itisa and business forums such as CBM which

emerged in the mid-to-late 1980s.

In this way the pool of information - and jargon - from which management could draw-
- became widely available. As one Scuth African business *change’ specialist put: "There’s a
finite set of ideas floating the world at a particular time and everyone picks them up, though
they interpiet them differently. Everyone’s now talking about the *Learning Organieation; and
Peter Senge is the new guru, so business leaders go and get his ideas. Systems theory, which
is actually drawn from family therapy theory, is also big across the world - how don_:s a
system interact with itself in sub-parts? You go to conferences and seminars and find people
are talking the same language, and, of course, wherever you gﬁ you pick up copies of the
Harvard Business Review. When I talk to people, they’re al} using the same jargon - global -
competitiveness, empowerment - everyone talks about empowerment now, though, of course

they attach different meanings to it."*

5.2 THE EMERGENCE OF SQUTH AFRICAN PARTICIPATIVE MANAGEMENT
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If the above discussion points the way to some of the general pre;ssures and inducements
prompting the participative wave, it is worth looking more specifically at how this came
be established. While participative management in South Africa was first initiated in a
handful of companies in the early 1980s, it took until the end of the decade before they
became in vogue in a critical mass of corporations., Howevér, by the mid-1980s this option
was starting to achieve a measure 6f prominence and respectability in business schools and
business think tanks, and was beginning to make an impression on several prominent business
leaders and consult_ants, even though, with the exception of isolated examples like Cashbuild
and, in a different form, Volkswagen, there was little evidence until the second half of tht_a’

decade of the implementation of these ideas in practice.

Writing in 1986, John Viljoen noted that despite various attempts at participative
programmes, workers were no closer fo effective participation than they had been a decade
earlier. The reason, he wrote, was the “misoonception that management is the applicaﬁon of
a collection of processes, practices and techniques rather that a total system of interacting
~ activities built on a cohesive corporate ideology." While this observation was essentially
cotrect, Viljoen's downbeat prognosis about the prospects for the future, turned out, in
retrospect, to off the mark. Instead, the theorising about participative management graduatly
began to have concrete effects in practice because it gelled wlth the political requirements
of some managements in this period. In the second half of the decade there were several
notable interventions aimed at changing the business culture in this regard.” Of considerable
significance was the work of Project Free Enterprise, and particularly its final report,
- "Economic Participation in South Africa™ published iu 1986, which Christo Nel - later to

play a central role in PG Bison, Itisa and CBM - was employed to draw up. It outlined

259



arguments for participation and dealt with concerns from within business about tiis option
.as well as with worker antagonism to business and to capitalism,- noﬁng ihat South African
managers were not inclined to look beyond the day-to-day activities of workers, that they
tended to reject worker pariicipation in managerial decision making beyond the most
superficiat forms, and that most were strongly opposed to majority rule democracy,
preferring limited reform within a group-based consensus system.*® While this report and the
wotk of Project Free Enterprise more generally did not initially make a major impact on
business leaders®!, it helped to crystalise thinking on this issue of 2 number of some
specialists in the .field, who then built on the ideas when implementing participative

programmes towards the end of the decade.*?

But the caution concerning participative strategies was not confined to managrment. Among
workers, and more particularly among the leadership of trades unions, there was a deep
suspicion ébout such sirategies which persisted throughout the 1980s and eardy 1990s, and
. certainiy still exists in a more muted form at the time of writing. The dominani msﬁonse was
that participative management was a scheme to coopt workers away from class struggle and
sccialism and that workers had more to gain by keeping a distance from managerial
programmes and adopting an adversarial approach; There were frequent statements from
worker Ieadeﬁ about the dangers of participation - even from those associated with less
confrontational stances. For exampie in August 1986, soon after the publication of the Preject
Free Enterprise report, CUSA general secretary, Piroshaw Camay argﬁed: "One cannot talk
about participation in the economic sector when there is still diserimination on a political
level in this country.™ At the same time, many in management feared that participative

programmes would grant too much power to workers and their unions. Maller noted that the
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reason for the reluctance of South African management to infroduce worker patticipation
structures was the "fear that labour will extend its control over production and undermine
managerial prerogative"*, and this was one of the feasons for the initial reluctance to embark

on this journey,

Purtbermore, aside from the resistance of management and worker laaders; there was the
question of the ethos within business at the time, which required fundamental éhange before
participative management programmes could succeed. Viljoen argved that in order to raise
worker motivation through participation a system was required with the folldwing

réquirements in place: 1. A friendly, relaxed, supportative work environment involving a

comfortable relationship between subordinates and their superiors. 2. Managers showing ful

confidence and trust in subordinates. 3. Responsibility for achieving company goals shared
at all organisational levels. 4. Employee development policies and fringe benefits
implemenied at éil organisational levels. 5 Superiors and subordinates in close physical
proximity of each other to promote interaction, 6, Teamwork encouraged to create affiliation
with the workgroup.* He added that for participation to confribute to industrial democracy,
workers required the right and ability to ensure that democratic interests were served within
their organisation and the industrial relations system more generally.* Furthermore, to
improve management decisions through participation, several additional, assutnptions needed
to be met: 1. That all employees were aware of the values, philosophy and success factors
of the'organisatibn. 2. All employees had 3 basic education, broad and detailed enough for
them to appreciate the significance of multi-disciplinary worker-management interaction,
including cooperation between different functional levels, 3, Employees were trained both

to be competent in their jobs and to have the ability to perceive the organisation as a total
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interacting system. 4. Employees perceived that effective participation on their part would
result in a meaningful reward from the company.*” This set of.pre-conditions is too rigid, and
suggests an ideal-type notion of participation, unlikely to be met prior to the implementation
of such a programme under South African conditions. In most companies which subsequently
initiated participative programmes, meeting some of these conditions formed part of the
process of implementing their programmes; rather then being regarded as a set of goals fo be
achieved before the process could begin in earnest. The goals of participation and of
changing the workplace ethos were seen as directly related by most managements which
moved along this road. Neﬂrerﬂleless, the usefuiness of Viljoen’s approach is that it indicates
just how far most South African companies had to go in changing their managerial cultures
before participative managemenf could, at least, become self-sustaining,

As a resuit of the prevailing conditions and managerial ethos in South Africa and of the
attitudes of management and unionists, there was no rush on the part of large companies to
introduce innovations of this nature. Rather, there was a gradual move in that direction. A
1987 survey showed that of companies in the South African manufacturing and commercial
sectors with over 100 employees, a large majority had not introduced any form of worker
participation in decision making but that such programmes were beginning to gain currency.
Eleven percent had quality circles, nine percent suggestion schemes, 15 percent
communication schemes, 18 percent briefing groups, 20 percent employee trustees on pension
or provident funds and 23 percent had joint heélth and safety committees.*® Mailer noted that
the 11 percent figure for quality circles was significant and indicated "the increasing
popularity of this institution since the early 1980s when quality circles were first introduced
into South African companies”.* There was a drive among various managerial consultancies

and organisations such as the National Productivity Institute during this time to promote "in-



a-groups”, quality circles and other autonomous workgroup forums to improve productivity
and quality and communication between management and workers®. Douwes-Dekler,
however, argued that the "success cases” of quality circle implementation in this period
operated mainly in white collﬁr and semi-public serviées enterprises where the power
dimension of unionism was latent, and that very few recognition agreements comntained
specific procedures on this ér other forms of worker participation®™, although it is worth
| adding that there were several companies which implemented quality circlés in this period
as part of an ow._rerall cominitment to 2 TQM ’philosophy’, rather than merely as an adjunct
to existing hierarchical practices. Carlton Paper, for instance, a company unionised bj
PpwaWu, began changing its managerial structure atong TQM lines in 1987, by reorganising
production around natural work teams, eliminating some levels of management by shifting
responsibility to these teams, and appointing employee development officers from the ranks

of workers with the aim of identifying education and training gaps which needed filling.*

Thig period also saw the iniroduction on & signifieant scale of various programmes aimed at
increasing the finaucial stake of workers in their companies. Profit sharing schemes for
workers were graduall_v. gaining in popularity in the 1980s. The 1987 survey cited above
indicated that 21 percent had profit sharing or value-added bonus schemes™, though in most
cases these were not negotiated with unions and can only be said to be an aspect of
participative management within the broadest parameters of the definition adopted in this
study. Some subsequent performance-based reward systems, such as that negotiated between
Volkswagen and Numsa in 1994, were based on coinpany rather than individual performance,
however and were negotiated with unfons as part of participative packages. More significant,

however, was the growth of Esops-, which achieved 2 measure of popularity in the late 1980s.
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According o one sﬁrvey, 120 companies had introduced some form of employee scheme by
October 1988*, up from 24 a year earlier,” These schemes typically involved either an
outright purchase of share (or minimum deposif) or an option to purchase, made available
io all full-time employees, including directors. Most specified a maximum limit of around

between one and 10 percent of the company’s issued share capital.®

One of the most widely publicised was the Anglo American and De Beers scheme™ first
introduced in November 1987 after over two years of research. Anglo offered employees
with two years ﬁewice or more, five company shares, to be held in trust for four years
(during which time workers received a small dividend). After this they had the option of
selling, taking direct possession of them or retaining them in trust, with 69 percent of eligible
employees accepting this offer.*® The plan immediately atﬁ'acted controversy because Anglo
American did not consult its rades unions during the process, leading Cyril Ramaphosa, then

general secretary of the NUM, to describe it as “politiéal and economic blackmail that the |
corporation is using to try to seduce the workers away from socialism” and a *Thatcherite*
plan to "make every worker a capitalist ... (and) ensure that free enterprise is entrenched in
a post-apartheid society. "# Simiiar criticisin was levelled at Pick 'n Pay by iis lﬁaj.ority
union, Ceawusa, when, in late 1987 it extended its existing Esop to workers with five years
experience, with shares held in a trust fund for five years (after which they could buy their
share or wait another five years before claiming it for no charge).® Ceawusa criticised the
lack of consultation around this plan, attacked it for aiming to reduce worker power and
promote capitalism, and aﬁnounced an intention to oppose it.9' In contrast to the Anglo and
‘Pick *n Pay approaches, as part of Ford’s process of disinvestment, in 1987 it negotiated an

agreement with Numsa through which 24 percent the equity in Samcor (Ford’s successor)
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would be held in trust and administered by workers, with dividends channeled into
comraunity developmeﬁt {though subsequently workers were given the choice of accepting
the dividends for themselves).* Several other disinvesting companies adopted similar models
including IBM (black employees gained 13 percent of equity in 1986), General Motors (o
undisclosed portion of profits werc shared with selected employees) and Coca Cola (one

- percent of its equity to previous Coke employees and 10 percent to black traders).®

However, the independent movement was reluctant to embrace Esops of any description, In
4 1988 survey of all Cosata unions, all but one (from a response rate of 67 percent) rejected
Esops®, while the then Cosatu general secretary Jay Naidoo® and the then-SACP secretary
' general Joe Slovo™ also went on record as opposing them. However, Anglo American and
Gencor won more kudos from NUM for their handling of profit sharing schemes at their gold
mines, Tn 1992 a framework was negotiated with the Chamber of Mines as part of  job-
saving plan, whereby every three months the mines calculated the total profit (after deducting
capital expenditure). Thereafter part of any profit made went to the workers. The model
involved two stages, with minimat profit sharing initially (five percent), and a higher worker

share (up to 20 percent) once a "trigger level" was reached.”

At a very different level®, in the mid-to late 1980s several companies also embarked on
vigorous "value sharing’ programmes, aimed at countering racially related antagonisms,
reducing the gap between managers and workers, and creating a better shop floor
uﬁdersfanding. These typically involved white mansgers and black workers meeting to share
perceptions of each other, explain their day to day problems, and discuss issues of racism.

In some cases these programines also involved an anti-racist educational component, and in
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several cases what emerged from these sessions contributed to decisions to introduce Hieracy
and numeracy programmes, upgrade training and improve company housing, ®

Here, as in other aspects of the participative management wave in this period, the role played
by the management consultancy Itisa was signific &, For instance, one variant of the value-
sharing process was pioneered at Cashbuild (in which Itisa had close connections™) and from
1988 was implemented in a more politicised form at PG Bison (which in the Iate 1980s had
a 50 percent share in Itisa™), before being used as part of fhe change process programmes

at several other companies which retained Itisa, including SA Breweries and Nampak.™

These value sharing programmes, along with the othef dimension of participation, were not
introduced in isolation of the political context of the day, 1988 saw a period of heightened
business opposition to the government and a more defined role in the politics of negotiations,
particularly with the formation of CBM. In 1989 De Klerk took over from a stfoke-stricken
Botha as NP leader and eight months Jater as State President. The release of political _
prisoners began in 1989 and the year aiso saw severat high profile contacts between the ANC
and various actors from the white business and political stages. In February 1990 De Klerk
unbanped all banned organisations, released Mandela and later repealed most of tﬁe
remaining apartheid Jaws, including the Group Areas, Separate Amenities and Population
Ragistration Acts, while Namibia aﬁhieved its independence. While the form of the future
political and economic dispensatioﬁ was far from clear, it rapidly became apparent to
business leaders during this transitional period that apartheid was on its way out, that the
country’s future would be decided by negotiations between former enemies and that the days
of exclusive white rule would soon be over. As discussed in chapter three, the impact of

these changes on the thinking of business leaders regarding their own, external political role
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was considerable. It also contributed to a reassessment of past ways of managing their
(S :-tion.é. In some cases, like Nampak and SAB, the catalyst was a damaging strike, in
e "ty Prernier a decline in relations with trades unions played a contributory role, and -
in all cases the role played by ’entightened’, or reformed, CEOs was crucial. There was a
~ paipable sense among many business leaders that the old ways of doing things were no longer
working and were destined for extinction™. White managers ordering around black workers,
- or in perpetual conflict with black unions, was not the way of the future, and a change in the
direction of increasing worker participation and raising the proportion of black employees

within managerial ranks was seen as imperative,

Writing in 1989 Maller noted that, "although ruanagement strategies of participation are in-
their infancy in South Africa, there is evidence of serious consideration being given to the
establishment of structures which encourage worker partici;iation in limited decision making
on the factory floor".™ She offered four reasons fo: this: 1. the need to improve productivitf
in the context of economic crisis; 2. the attempt to increase [oyalty among the workers and
diminish confrontation action as a result of the growth of unions earlier in the decade; 3. the
need to draw on workers’ skills and. innovative capaciiies in order to improve productivity
and the quality of their worlk; and 4. the need to "rescue” the project of free enterprise which
had been jettisoned by the political programme of apartheid.” While her approach
understated the role played by political pressures in this regard, and went too far in
universalising the impact of trades union growth on this phenomenon, her general

observations, and the prognosis they suggested, proved to be correct.
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Certainly from the wrn of the decade one can detect a greater sense of urgeﬂcy within
leading companies ahout considering participative schemes. For instance, after. 1990 PG
Bison Chief Executive Leon Cohen and members of the TPQ staff said. they received
"scores" of invitations to make presentations t0 other companies, conferences, business
schools and other business forums, or to meet with or pass on materials to other
.n‘xana.gements."ra Asked, in November 1991, what effect this was having on other companies,
Cohen said: "I think they are now questioning very deeply what they have to do, We see it
through CBM in and the question of looking at in-house change".” CBM’s national
organiser, Colin Coleman, said that accounts of participative success stories had a
considerable impact on other companies, "What happened at companies like PG.Bison was
. very lbro_aclly accessed via CBM and there was a lot of interest. The PG experience, in -
particular, was a very useful model. It quickly became very well known and had a definite
influence in the in-house change area. There are 100 leading corporatiohs in CBM and

they're all very aware of what PG has achieved, "™

This wave of managerial interest nudged the union movement into formulating more
considered responses to partic.ipative management than they had managed previously. While
in the 1980s attitudes within Cosatu unions ranged from passive acceptance to suspicion and
" antagonism, in the early 199Us there were moves within some unions towardy arriving at'a
coherent policy. Perhaps the most significant intervention came within Ppwawu, which by
1992, found itself having to respond to an advanced participative programmes in which the
unions were central to the process, at PG Bison, an emerging programme along similar lines
at Nampak and 2 more conventional, TQM-type participative management scheme at Carlton

Paper. The variety of responses within union branches prompted ™, wawu to seek assistance
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from Wits University’s Sociology of Work Programme, resulting in two senfor officials being
given two month research fellowships to produce a position paper on worker participation™,
They warned against outright rejection of participation, arguing that such programmes were
too popular with workers and shopstewards to take this road, and instead the position they
advocated was framed around the term *adversarial participation’ (involving union-centred
participation in ceriain management participative schemes with a view towards changing
them, and ensuring they fell within extended collective bargaining structures, rather than
being parallel to them)™., This was subsequently accepted as Ppwawu policy™ and later

became a dominant position within Cosatu.

One of the aims___of the Ppwawu intervention was to encourage unions to run education
programmes for shopstewards to inform thern about the aims of managerial participative
schemes and about how to respond to them.™ While this was obviously a prudent response
from the union’s perspective, the depth of managerial enthusiasm for participative schemes
at the turn of the decade should not be overstated. Despite the inclination of many CEOs in
the late 1980s and early 1990s, the extent to which these programmes were effectively
implemented during this period varied considerably from company to company, with the
major obstacle often being the lack of commitment from middle managers who felt threatened
~ bythe process or could not see the point of it, and this contributed to the already deep-seated
worker suspicions about such programmes which hindered their implementation in.the
medium to long-term. As Viljoen put it: "If the basic value system of an organisation js not
supportive of participative management, great difficuity will be encountered in snstaining
it§ use as a management technique. After an initial period of enthusiasm, probably because

of the novelty value, both workers and management will begin to resist the technique. "*
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A 1993 survey of 22 South Aftican companies which had introduced participative
management programmes of some kind, found that 26 percent of the 9 500 workers in these
firms did not trust management because of "autocratic style”, "bad supervision” and "no
suitable recognition”. This compared with a figure of 38 percent of workers not involved in
participative programmes who did not trust menagement for similar reasons, suggesting that
trust levels were significantly higher in companies with participative programmes, but
mistrust was still the dominant worker response.® Commenting on this survey, Petrie Schutte
argued that despite the commitmerit of CEQOs fo these programimes, "a very high percentage
of managers in South Africa still lack the ability to deploy participative processes aimed at
empowering people and making them excited about their jobs,*™ He =aid much of the
prbbiem lay in the lack of commitment and resistance to change shown by line management
"Management has never learned to take up business challenges in cooperation with its people,
More often than not, corporate goals are siriven for in spite of, and without consultation
with, the person at the shopfioor level, who makes it happen. ... Most often the line manager
is concerned about achieving production targets - often irrespective of, and without regard
for the interests of employees; and it is left to the personnel function to take responsibility
for looking after the individual within the line function. Unfortunately, this management

practice is still alive and well today. ™

Most of the companies introducing coherent participative packages in the late 19805 and early
1990s were based in the manufacturing and to a lesser extent the retail sectors. Among the
mining conglomerates; only Gencor introduced a substantial stakeholding approach, while
there were less ambitious examples in the bankiﬁg sector. But several of the major movers

in South African industry made few substanial efforts in the direction of participative
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management beyond the introduction of Esops and profit.sharing schemes, despite, at times,
adopting a high profile stand on political issues and making a stand for political democracy.
The most significant example was Anglo American, which, through several of its directors,
played a prominent role in pressuring the government to move away from apartheid and in
supporting programmes aimed at eliminating racism, It also had the most ambitious external
corporate social reSponsibility programme of any group® and, as is mentioned above, took
a lead in initiating Esop and profit sharing schemes for its employees, as well as in
recognising independent unions, in the provision of housing and of provident funds for
workers, and in affirmative action®, 'Furthermore. through its 'High Road’ scenario

productions at the turn of the decade, some of its directors showed enthusiasm for aspects

of Japanese managerial practice®, But as far as implementing employee participation at the .

enterprise level there was little evide.nce of sustained interest and no moves from the centre
to set ﬁp either task and value-centred forms of participation (such as quality circles and
value sharing groups) or less direct power centred forms (elected works councils or
workplace forums),_ with no enthusiasm for the stakeholder idea internally and little attempt
m' change the management culture or introduce participative forums beyond those of the
collective bargaining structures. When the issue was addressed, it came with a firm rejection
of extending democracy from society generally to the workplace™, and, subsequently,

arguments for a reduced role for unipns®™.

One reason for this approach may be the British and American managerial approaches from
which the company has drawn - from the Oxford education of many of its executives {o the
influence of the US Minorco connection, But perhaps more important is that the structures

and traditions of the group, and particularly its centralised command structure and the lack
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of real autonomy of most of ity subsidiaries and divisions, has made experimentation more
difficult. As Cohen put it: "The application of the principles of democracy can happen within
any company, no matter how big or smali, atthough if this were to be initiated in large
holding companies, such as Anglo American, Barlow Rand and SAB, it would be best
organised within the natural business units, rather than from the corporate headquarters. "
He added, however, there was no reason why the "commitment for this method of
democratic development shouldn't emanate right from the top - from the shareholders”, even
ifthe organisaﬁon took place at a lower level®”. This is precisely what happened within SAB
at this time, but with Barlows (where the added dimension of the secrecy required by its
armaments producing divisious. provided a further drawback to warker participation), and
Auglo American, there was neither the commitment at the top, nor the autonomy within the
*family’, for participative programmes to fiourish. But despite this caution, by 1994, when
white rule finally ended, participative management programmes had been implemented in a
substantial minority of medium to large companies, including several in which Anglo and
Barlows had ultimate conirol (through interfocking shareholdership). And, as is discussed in
chapter six, since then the pressures iavoufing participation have continued to mount, albeit
.wir.h considerable ambiguity, as & result of thé imperaiive to improve performance and
efficiency because of the increased Jocal and foreign competition following the lifting of
sanctions .and tariff barriers, and as a result of the political imperatives of majority rule
which have prompted moves to increase black economic power, both through affirmative
action and through the democratisation of aspects of the workplace, and, more particularly,
through legislation.” By the mid-1990s several companies involved tt3% uJnions in the
govérnance of the organisation, including through their company boards™, and this trend will

be stepped up as a result of the provisions relating to workplace forums in the Labour
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Relations Act. To build a fuller picture of the field, and to better understand how political
factors coalesced with comeerns sbout union growth profité.bility and market share, in

prompting these veniures, it is worth examining some of the representative examples,

5.3 CASHBUILD AND VOLKSWAGEN

Two of the earliest examples of comprehensive éarticipative management programmes were
those at Cashbuild Limited, the southern _Aﬁ'ica-sprgad building materfals wholesale
company®, and Volkswagen South Africa, the Uitenhhage-based, German-owned motor
manufacturer. The comparison is interesting, not only because both have been the subject of
debate within business, trade unions, academic circles and more generally”, but because they
form models which, in severa! respects, arise from conflicting managerial and trade union
approaches. They aiso emerged in firms with substantially different conditions: the one a
high paying, single factory manufacturer with é strong union presence, the other a relatively
low paying, multi-store retatler, with a weak union presence. VWSA, 2 wholly owned
German subsidiary, introduced its programime through the mechanisms of its collective
bargaining structures as a result of a sustained conflict with its main union, anci focused
primarily on what Salamon and Douwes Dekker call power-centred but indirect fofms of
worker parﬁcipation while Cashbuild, which had a weak union presence, focused both on
direct, task oriented forms of representation and direct and indirect power centred forms of
a different nature®, and at the same time placed considerable emphasis on changing the work
culture and eliminating managerial racism, something that VW placed léss priority on.

Furthermore, the comparison is relevant because aspects of both models have subsequently
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been absorbed into various other firms, including PG Bison, Premier, Namﬁak, Gencor, SA

Breweries and Mercedes.
5.3.1 Cashbuild

Cashbuild was formed in 1978 as part of the Metro Cash and Carry group, with the aim of
focussing primarily on the African wholesale building market. In 1983, after significant profit
losses, i{s managing director Albert Koopman introduced a pérticipative management scherqe
- with the acronym CARE (Cashbuild’s Aspi:t"ations with Regard to Excellence). Koopman
and his Successors appear to have had considérable autonomy in conceiving and implementing
this programme, despite being a wholly subsidiary of Metro Cash and Carry and later of
Pepkor. One reason for this is that the company’s performauce since participative
mmgeﬁent was introduced in 1983 was generally impressive, a factor which has kept its
holding companies from intervening fo short circuit the process.® The system was imposed
on the company from above, with Koopman insisting that CARE be introduced at all
branches, leading Lynas and O'Neill to criticise this "highly au:horitariaﬁ" approach'®,
though it is difficult to see how such a radical departure from a managerial system (which
the company subsequently described as highly centralised, rigid and traditionall“‘) could have

been implemented without an initial measure of compulsion.

Cashbuild’s participative management programme was launched after an initial "year of total
research” involving discussion with the employees through a series of workshops and
surveys, and a process of studying Japanese management approaches and Japanese

philosophy, as well as Zulu language and culture, which led Koopman to stress the
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compunal (rather than individualistic) values of his African workers, and the need to develop
programmes which would be consistent with this heritage. He concluded, for example, that
the hierarchies of the previous managetial system were meaningless or demotivating to
workers and looked towards Japanese precedent to find what he regarded as relevgnt cultural
parallels,” The Cashbuild experience was subsequently described by Freund as one which
*is as close a.model to a Souih African i)mtotype of Far Eastern production culture as one
could find"™ Furthermore, from the start the programme was viewed in political terms,
because, as one company document puts it, Koopman and senior managers recognised that
"what the black people of Cashbuild wanted was a political commitment.™ This \#as
subsequently framed as a "SOIIution to the South Africa.n business dilemma” which would
facilitate the “managing of the various cultures in the work place” and counter the "symptoms
of apartheid”®, and the "white positional versus black personal power" dilemma.!® Though
the company avoidad faking an external political profile, Koopman was one of a group of
businessmen subsequently involved in the discussions with UDF and Cosatu political leaders

which led to the formation of CBM, '™

After the year of research, CARE presidents in ali branches were elected a_nd taken off the
job .to participate in ’indabas’ where their opinions were solicited on the company and on
their own nesds, aspirations, and beliefs about the future. Koopman and his senior managers
found that the views of the black presidents and the white managers were often diametrically
opposed to each other, with the former feeling alienated and viewing the company as an
exploitative instrument of white domination, and the latter feeling the ethos in the company
was acceptable.'” According to Gerald Haumant, who succeeded Koopman as CEQ, the

specific objectives of white managers related to growth and rewards, while for black workers
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the priority was a stable workplace, lifetime employment, the right to fire managers and the
proemotion of women,'® The initial roles of the branch presidenis included conducting
in-house surveys about employee grievances and problems within the company.’™ The results
provided further evidence of a gulf in the aspirations and attitudes of black and white
employees. As Koopman put it: "For a whole year we collected every single problem,
political or otherwise, which existed between our white managers and black staff. We
-recorded every single event - unfair dismissal, t.d treatment, foul language, and that wasn’t

i

good enough, because although we recorded it, what came our of that was very sad.

The outcome of this process of consultation was a fresh set of company principles, sitressing,
among other things, joint decision making between management and other employees, easy
access to management, full disclosure of information on the company and a strict ban on any
form of racial discrimination.”* Soon after, CARE groups were set up consisting of
employees in each of five categories ranging from unskilled workers to sénior management,
with a president elected by each group, whose role was to communicate with management
on issues of common concern. CARE group meetings were held a minimum of once a
month.'? But by late 1983 some of these CARE.presidents were.rejected by workers for
being "too white" (through becoming increasingly identified with management). Further
consultations through the CARE process revealed to management a strongly expressed desire
| among workers for greater participation, and this led to the establishment of the managerial

forum, *Venturecomm’, early in 198512

Through secret ballots, all employees elected representatives to a Venture Committee in each

branch or store which comprised more than 10 people, in order to fulfil defined managerial
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roles. Verturecomm portfolios included merchandising, Iabour relations, worklife quality,
safety and operations (a poéition always held by the branch manager). Besides the branch
manager all Venturecomm members were elected annually, after which they were trained in
decision making and management ski.l;.". Their powers included training selection,
distribution of bonuses, hiring and firing of all staff, including managers (raising the
theoretical possibility of workers dismissing a manager), promotions and demotions, security,
performance appraisals, grievances, discipline and personnel counselling.'* Each
Venturecomm representative was responsible for decisions and actions taken in his or her
management area.™™ It was viewed by the company as the prime forum for its participative
programme, As one in-house publication put it: "Venmrecdmm serves as él platform for
freedom of speech and upward mobility of staff and for the active involvement of all races,
religions, sexes and creeds in the day to day running of a Cashbuild branch. It will serve as
a platform for genuine management involvement b}; all staff through a process of joint
decisfon making at all levels. Effective communication and time management thus achieved
will lead to en era of trust building by virtue of developing unparalleled company
commitment through directed team effort and company shared values." The
Venturecomms did not, however, determine investment and financial strategy, nor mgotiate |
| wages. Instead, each year at the annual *Great Indaba’ two elected representatives from each
branch gathered to discuss wage and renumeration packaged, make coﬁipany policy,
represented all the CARE groups and generally operate as what the company called a

"democratic forum of majority rule®."®

Meanwhile the CARE groups continued with their previous functions though they appeared

to have been de-emphasised in the early 1990s. In addition, as part of the CARE process,
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the company introduced "Hana-Hana’ meetings (problems and complaints sessions) every six
months, involving one elected worker representative from each branch and selected |
executive, regional and branch managers. These meetings had open agendas and would
usually take place arcund a fire in a bush sefting, The aim, according to Haumant, was for
management to listen, observe and record employee perceptions, but not to judge.™® There
was a variety of other measures aimed at increasing productivity and loyalty to the company
(not all relating to participation), inciuding a system of bonuses for high sales, an annual
profit-sharing scheme, inter-branch competitions, merit awards, letters from management to
employees in recognition of mhieﬁment (or of undcr—ﬁchievement) and the "Hall of Fame"
bo@u‘d at the company’s Head Ofﬁce in recognition of "outstanding contributions®.'® In 1992
Pepkdr signed a "Charter of Autonomy’ agreement, recognising Cashbuild’s policy that up
to 15 percent of pre-tax profits could be distributed in bonuses and that up to 25 percent of

equity could be owned by the staff.’*

Cashbuild introduced several community-oriented programmes for employees, focussing on
training, education and housing, as well as a group retirement pIan,_ but did not have an
external corporate social responsibility ;.Jr':)g,ratnme.122 The housing programme involved loans
drawn from the company retirement fund, which were available for buying, building or
improving houses.'® All management and technical skills courses were run externally'™. -
According to Haumant, in one year, 40 percent of all staff atiended a formal training course
to supplement on-the-job training.'* Literacy programmes wete carried out at branch level
and according to the company, by 1994 only four percent of theif employees were

functionally illiterate.'®
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Considerable effort was given to challenging racial attitudes, particularly on the part of white

staff. The introdnction of CARE groups and then Ventuzecorm led to an initial decline in

support for the company from management, thcogh by September 1985, according to.

Koopman, this had returned to its 1981 level of 82 percent. The reason for this was that he

kad "lifted then out of their traditional South African way of thinking".'” Racism was

banned and the companv introduced programmes such as joint manﬁgement—worker social
events involving staff and customers, to help combat it. However, according to Maller, "the
perceptions of workers indicate that some level of racism persists, despite branch managers’
adherence to official company policy”.'”® However, her survey of worker aftitudes also
suggests that most managers were, by 1989, well respected by those under them. 68 percent
of her worker respondents said their branch managers consulted them regularly, 74 percent
said branch managers treated them as human beings and 70 percent said managers were
concerned about the welfare of workers'”, while 62 percent ranked their branch manager’s
" communication with workers as very good or good.™ Certainly the company’s leadership
has placed considerable stress on the priority of listening to worker complaints and criticism,
constantly assessing their reactions and on learning to feel comfortable in this milieu.
According t0 Haumant, the keys to the participative management process sre to h10nit0r
employee aspirations on a regular basis and to have a management team which was open to
* criticism and which "puts iis money where its mouth is". He went on to say: "The pilot of
change must adapi at all times to the context he faces. Pariicipation at all times highlights the

shortfall of management, You have to feel comfortable with criticism, ™

An ongoing criticism from workers related to the dominance of whites within the ranks of

management. As a result, the company formally adopted an affirmative action programne
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with the aim of headhunting potential black managers from outside the company. Cashbuild
Hﬁman Resources director Kevin Lowe said this resulted in one in four marnagement
appointments being externatly based.™ Of the 1 104 people employed by the company', 776
were black (African), 152 white, 139 coloured and 37 Indian. Of those classified as
managers, 30 percent were black.’™ Lowe said the company aimed to have 75 percent black
managers by the year 2 000'%, though in 1992 Haumant had predicted Cashbuild would reach

the 75 percent figure by 1997'%,

Castibuild’s attitfes to trades unions in genéral, and to its own trade union, Saccawu, in
particular, could best be described ambiguous. While there has been no anti-union action or
rhetoric at the company. und the éompany has always allowed union subscriptions to be
deducted through stoporders, the predominant view in the early Jays of the company, was
that unions had little role to play. In 19%0 the then-human resources director, Roy Bagatini,
said Cashbuld had never been hostile to unions, and argued that the company's value system
distinguished its approach from conventional industrial relations, adding that the company
had won the frust of the workers over the years.'” Writing in 1992 however, Maller,
described the attitude of management to the union as "predominaﬁtly unitarist”, though this
appears to have been too rigid a definition of their approach at that time. She noted, for
example, that the Venturecomms bore close resemblance to the German Works Commitices,
“which, as is discussed in chapter 4, contain a strong pluralist element, though she added that
at Cashbuild the Venturecomms had only limited influence over corporate policy.™ It is
worth mentioiing that Koopman’s attitudes to unions appeared to change gradually in the
direction of a more pluralist understanding of industrial relations around ahout the time of

his departure from Cashbuild to take up the position of MD of another wholesale chain,
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Trador Cash and Carry in 1987, and, at least in theory, this shift in perception was carried

over to Koopman's successors at Cashbuild.

Maller’ research indicates that 10 percent of Cashbuild empioyees were union members in
late 1984, and this increased to 26 percent in 1989, though according to Binance Week
under four percent of staff were unionised by 19%2', and according to the company, about
six percent of all employees were paid up members of Saccawu at this time (though the MD
estimated that the total membership was closer to 10 or 15 percem™®, The low level of
unionisation was partly 4 result of the small sizes of the branches (an average of about 14
employees per branch in 1994)' and their predominantly rural location. Maller afgued that
as g result of this, the effect of the union on working conditions, wage rafes, relations among
workers and between workers and management was negligible. 74 percent of her {vorker
respondents felt the union had no role to play in the company, and only seven percent felt
the need for the protection offered by a union.*** The company has never exprrienced a strike
at any of its branches throughout its 18 year history,'* Her researcl also indicated that wage
levels at Cashbuild ware "extremely low relative to wages earned by retail workers in urban,
unionised companies"'*, though there have subsequently been significant increases in the
company’s minimum wage, including a rise in the minimum wage from R780 to R 1 000
between 1992:’3.and 1993/4."" A majority of respondents (64 percent) "reported good or
satisfactory working conditions"*® and 90 percent said they were never or seldom ill, leading
her to conelude that despite being based in areas traditionafly associated with chronic disease
patters, “there appears to be a low prevalence of disease and ill-health which can partly be

explained by a non-hazardous working environment, "'
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.Maller.’s antipathy to the programme'® arises from her view that "there is clearly no
institutionalised structure of collective representation at Cashbuild"'®!, as well as her view
that the internal system of collective representation through the CARE groups and
Venturcomms was inadequate, and therefore that Cashbuild workers had littie opportunity
for influencing decision-making. ™ While her criticisms of the paternalism that has sometimes
been .arl aspect of the company’s ethos, have validity, a weakness in her approach is, as
Freund notes, she is "reluctant o celebrate Cashbuild success, given her strong union
commitment and the realify that management power is not seriously affective by the
participatory structures, *1® It is ﬁmrth noting, for example, that a .majority of the worker
respondents (54 percent) to her own survey felt they were personally involved in decision-

making and that "they had a say",'"

Furthermore, the company had congiderable success in eliminating managerial racism and in
reducing the communications gap between workers and management. Iis sirike-free history
and its record on health, safety, as well as the positive respﬁnses elicited in het surveys from
workers on their working conditions, suggests either an unlikely degree of universal
benevolence on the part of management, or, more credibly, that the collective worker voice
through the participative structures, was less muted than Maller’s conclurions indicate. Given
these achievements, asd its long tenure with its CARE programme, it seems recalcitrant not
to cite the Cashbuild example of participative managément as one of the more successtul in

the South Africun experience.
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5.3.2 VYolkswagen South Afries

Volkswagen South Africa (VWSA), a wholly owned subsidiary of the German-based
corporation, also began moving in the direction of greater worker participation in the early
1980s, though it followed a route distinet from that at Cashbuild with a substantiaily different
destination. Its motivation, successes and failures can be sourced primarily to two factors:
First, periodic strike waves by a militant and increasingly politicised trade union, which,
however, held a deep-seated suspicion of co-option through managerial overtures. Second,
the benevelent influence of a foreign parent company .Whl.'JSe managérial attitudes had been
forged through several decades of co-determinism, and, related to this, a liberal top
management regime at VWSA., The relation beiween the parent company and subsidiary has
been particularly important. The VWSA board was (and is) chaired by a senior German
executive and while it enjofed considerable autonomy fn terms of daily operations, its
strategic business plans required the sign-off by the parent company.'* Most aspects of its
relation with its workforce therefore fell within the realm of the local management’s domain,

though this was strongly influenced by the advise from the VWAG representatives.

VWSA’s initial entry into the stakeholder terrain can be traced to its 1980 trade union
recognition agreement, which followed a year-long strike wave. This provided for the
election of part-time shop stewards, and was followed by the merger of twe existing
independent unfons into the National Automaobile and Allied Workers Union (NAAWU -
which later merged into Numsa), A year later NAAWU and VWSA negotiated a "Code of
Conduct’ which, among other things, prevented supervisers from disciﬁlining workers

without the union’s involvement, Despite the progress in this respect, in 1982 VW workers,
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along with other motor workers in the Eastern Cape, went on strike (followed by 2 wave of .

subsequent industrial action) over a wage dispute. This led i0 a new series of negotiations

| after which full-time shop stewards were introduced (eight by 1989 and 14 by 1994} along '

with an initial quota of 35 other shop stewards, all of whom enjoyed considerable powers
within the company.'® Another major wave industrial action came in 1985 when Ford
workers, along with 100 000 others from the Eastef:n Capé, including the VW workers,
embarked on a four day stayaway against the Amcor-Ford merger, increased petrol prices
and retrenchments.* A further wave oceurred in 1989 when, between June and September,
there were 30 sirikes and work stoppages, many in response to dismissals'®. Thereatter
strikés becamc; almost an annual occurrence™®, in some cases over pay or dismissals, and at
other times as part of regional énd national disputes within the motor industry. During the
first five months of 1994 the company said it had lost R20 -R25 million in "unprocedural”
s&ikes“", which its HR Director, Brian Smith, said would "threaten the future of all jobs at
YW and throughout the supplier industry.”' In August 1994 25 000 motor workers'®,
including 5 000 from VW**, were involved in an industry-wide pay strike, lasting five and
a half weeks (at VW' - estimated to have cost the industry R2.5 billion'®, and endangering

its future in the region.!%

VYWSA wés headed throughout this pericd by a liberal and socially active MD, Peter Searle,
who favoured a formal working partnership between capital and labour', though the
company’s labour relations department adoptud a more explicitly pluralist approach, making
a point of acknowledging that management and workers had distinct interests. At least until
the end of 1994 the tone of relations between labour and capital remained essentially

adversarial, despite management attempts to shift this, and the company was unable to move
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with regard to participative structures without the prior approval of the cantious Numsa,
which, by 1990 had 81 percent membership among wage earning workers'®, and had the
authority and structures to act in a unified way. The dominant attitude within the branch, and
within the Eastern Cape Naawu more generally, particularly during the early 1980s, was one
strongly influenced by *workerist’ currents withil_'t Fosatu, the main unjon federation prior -
to the formation of the farger and more overtly politicised Cosatu. This approcch, which was
influenced by militant currents within the British syndicalist tradition'®, involved a strong
emphasis on tﬁe autonomy of working class *struggle’ and particularly on the independence
of trades unions, both from management and from political and community organisations,

such as those within the UDF, with a national democratic programme.

By the iate 1980s, however, there was a shift in direction within Eastern Cape Numsa
towards a closer alliance with community organisations within the Congress tradition™,
largel ¥ as a result of popular pressure from shop stewards and rank and file members. One
. effect of this development was to ensure that mass community siruggles of the period, and
the political militancy of the community more generally, began to have a profound impact
on the union, which spilled over to its Eelations with the company, The combination of the
hands-off, adversarial approach of the Fossin days, and the politicised militancy which
emerged subsequenily, created a gap between workers and management, which, in many
" respects could not be bridged, at least until a national political settlement was reached.
According to Maller the need to move towards a more cooperative model of industrial
relations; which did not compromise union independence, was widely accepted within the
union at the turn of the decade, but this was premised on the view that this presupposed the

extension of political rights and the upgrading of their community.”™ And partly as a
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. consequence of the suspicion of managerial motives, a state of industrial tension, with
periddic strikes, walkouts and other forms of industrial action, continued, despite efforts by
senior management 1o develop a better working relation with the union. What this suggested
was that the company failed to institutionalise conflict in the way it set out to do, There was
a great deal of caution on the part of the union with regard ... *:inagement-initiated
programmes and siructures, with a strategy of ’adversarial participaiion’ being followed, and
some of management’s overtures, such as for union representation on the company's board,

were rejected until 1994,

Nevertheless, aspects of Germany's co-determination model were - . - uced with union
backing in the late 1980s and early 1990s. Particularly impo...t were the joint
management-worker committees to promote co-operation on issues of common interest. The
key commiittee was called Jumec (Joint Union/Management Executive Committee) comprising
the company directors and the full-time shop stewards, which met four times a year to
discuss ’corporate strategic issues’ and information on company performance.' This was
viewed by management as an embryonic, German-style works council, and by the union as
.a pegotiating forum where its concerns could be put to management, and through which it
could obtain strategic information on the company,™ By 1994 VWSA had a variety of other
'participative structures in place, including Business Unit Committees (involving weekly
meetings of unit managers and shop stewards to discuss issues of concern to business units),
Plant Comniittees (monthiy meetings of shop stewards and business unit heads) to discuss
matters of plant-wide concern and issues which could not be resolved by the Business Unit
Committees and including provision for joint union-manssement presentations on business

unit successes and failures, a Negotiating Commiitee (meeting when necessary and
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comprising senior managers, shop stewards and union officials) to negotiate company policy
and issues of strategic concern and various working groups comprising union and

management representatives to develop proposals and or implement agreements, ™

Management also succeeded in introducing important components of Japanese motvor industry
production technique, as well as its continuous imprdvemeﬁt programme’™, though the
potential for introducing some vital aspects of the Japanese model, such as a ’just-in-time’
relation with suppliers, was curtailed by the pericdic strikes and work stoppages which
regularly interrupted the flow of goods and services. Despite these innovations VW.SA.
maintéined a policy of labour intensitf, which implied avoiding the introduction of new
capital equipment if this was likely to replace jobs'”. Management was not able to secure any
agreements related to productivity, such as performance or profit-linked bonus schemes or
employee share ownership schemes pﬁor to November 1994, although it remained one of the

highest payers of wage earning employees in the country.”™

Part of the problem for management in gaining a deeper acceptance of its stakeholder -
approach was that the programme at V‘WSA had little effect in challenging the racism of
white employees.!” One reason for this was that the participative structures emerged were
introduced primarily through the existing collective bargaining structures, which in practice
tended to limit their scope. Furthermore, they were drawn to a significant degree from the
German mode! as well as from prolonged negotiations with a union maintaining strong
reservations about increasing day-to-day, individual participation, As a result ther - was no
atlempt until 1994 to introduce task-centred structures along quality circle lines which might

challenge white racism and reduce racially-related conflict. There was also no attempt from
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eiﬁler management or the union to introduce programmes aimed at changing the work culture
moie generally.- along the lines of the value sharing workshops introcluced at companies like
Cashbuild, PG Bison, Premier and Nampak. Workers perceived that management was
entirely a white affair, and therefore equated the political conflicts of the day with those at

work, and Numsa incloded "apartheid wage anomalies" as an aspect of wage disputes.'™®

Behind this was a paucity of black representation in managerial ranks, Of 7 160 people
employed at VWSA in August 1994'% 3 194 were African, 1 797 coloured, 2 082 white and
87 .Indian. Of 38 senior managers, one was black; while of 477 middle and junior managers, a
35 were black (African, coloured and Indian).'® As a result of this low representation of
black employees in manageﬁal ranks, VW launched an affirmative getion drive in 1993 to
increase the proportion of blacks in management through outside recruitment'® (and among
those employed were several prominent UDF leaders.'®) However, there appeared to be little
attempt to upgrade wage earning black employees to manage.ial positions. As a black
marketing manager put it in 1993: "My impressioﬂ is that the company is now very serious
about combating racism and I have been well treated since arriving here in 1993, They have
4 major affirmative action drive, but it is still very difficult for workers to move into
* management, so the union can use the issue of racism to maintain support. Black managers

are all recruited from outside like I was,"!®

In 1994 Numsa and some of the white foremen and techinicians made their own attempt to
combat racism when the union recruited members of the white Iron, Steel and Allied
Industries Union, some of whom were previously prominent in right wing, Afrikaner

organisations in Uitenhage such as the CP and AWB. This followed a VWSA announcement
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that salaried staff would have to undergo assessment tests, which led many whites to the
conciusion they would be better protected by joining the more powerful and better organised
Numsa. The motivation front Numsa’s side related to the perception that jobs were defined
in racial terms with whites automatically joining the ranks of the salaried staff and blacks
being slotted into the wage earning categories™ - & claim challenged by company figures
showing hat in Augusi 1994 only 49 percent of artisans, foremen anﬂ supervisors were
white'™. Numsa’s aim was to win majority support among the 1 800 employees in these
categories in order to eliminate what they saw as de facto racial classification and to create

a single bargaining forum for non-salaried and salaried staff.!*

To improve relations with its workforce and the surrounding community, VW worked with
Numsa in initiating several community-oriented projects, some aimed at benefiting VW
workers directly, and others at a wider community. After two years of discussion and
pegotiations, the company launched its VW Community Trust in December 1988, involving
union ﬁnd management representatives, with the aim of initiating community projects for
workers and the broader community'®. It also introduced well-funded literacy, numeracj!
programmes, and, in late 1994 a multi-skilling training scheme™, as well as training for
unemployed workers, and scholarship and bursary schemes™', Anambitious low cost housing
programme was also introduced for VW workers in Uitenhage 1995' - a development
cautiously and critically accepted by Numsa.'® Externally oriented commitments included a
R10-million pledge to the RDP, made by VW group chairman Dr Ferdinand Piech at a
meeting with Nelson Mandela in August 1994.' Programmes emanating from the VW

Community Trust included various educationally oriented schemes™ (which have accounted
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for between 60 and 72 percent of the fund’s budget'®®), job creation, community action sad

business development programmes and support for township sporting clubs, '™

After the Auguét—Septemher 1994 strike the company and the union began to ease their long-
term antagonism and move away from the adversarial relations of the past - first through a
multi-faceted agreement in the direction of a more far reaching stakeholder programme at
VW iﬁelf, and later as part of an indesiry wide agreement. The result was that a period of
industrial peace emerged and racial conflici was reduced. After several months of
negotiations, in November 1994 VWSA and Numsa {together with the Iron and Steel
Workers Union} signed an agreement described by Innes as "the boldest move yel towards
industrial power-sharing in South Africa."'*® Included in it were elements both of the
Japanese-American TQM model and the German co-determination system, as well as
indigenous dimensions. Essentially, it involved a commitment from the union and the
company to wof‘k together to promote the continued viability of VWSA. Its main components
included: The formation of 2 joint union-management executive committee to meet quarterly
to discuss company strategy and share information about company performance; the
formation of quality circle-type work teams as part of a programime to fiatten management
| structures; the introduction of a company-based performance-reward system as part of a pian
to increase production; the acceptance of ‘omtsourcing’ (contracting ouf} of won-core
activities; a moratorium on retrenchments' while the agreefnent was being implemented®®;
a commitment by the company to training and skills development as part of an agreement by
the coinpany to pump an initial sum of R10-miilion into basic education with the aim of

benefiting up to 1 000 employees and a firm commitment by the union ard a company to
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implement affirmative action principles, prioritising black and women's appointment both

internatly and externally.”

Innes argued that this agreement represented the way io "bridge the gap" between fhe.
conflicting approaches of unions and management towards participation (with the former
seeking tv democratise the workplace through extending their scope in company decision
making on questions such as investment, fraining, retrenchments, research and development
and the latter seeking to improve company performance through increasing worker decision
making in work tasks and through emﬁhasising *green areas’ and tearnwork). He noted that
the introduction of & performance-based reward system on a company-wide basis implied 2
compromise, with the union accepting the notion of an incentive scheme for the ﬁ_rst time,
but ensuring that its rejection of individual-hased systems won the day. Furthermore, the
union gained an increased rofe in the joint executive committee whose function extended
beyond discussing workplace tasks and could extend to negotiating criteria for the
. appointment of certain managers, and also gained an acceptance of a retrenchment
moratorium (removing the fear that performance-rewards were a prelude to layoffs).
Minagamem for its part gained union cooperation in the formation of work teams and in
‘outscoring’, which gave the company greater flexibility.” Overall, it appears that the union,
negotiating from a position of sirength after a prolonged and successful strike, was the main
beneficiary from the deal in that its power relative to managemeﬁt was strengthened without

it having to make substantial concessions.

This deal was complemented by a three year agresment between all motor industry employers |

and unions, including VW, signed in June 1995, This agreement, effective from July 1 1995
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