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CHAPTER ONE

SETTING THE gCENE

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 Africa at least, the term and

the thought behind it has met with greatest resistance: the trades unions. For many from this

milieu, 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 retrenchment. 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 h 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 economics, it is a term often viewed with some suspicion - at best as a contradiction

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 expectations

which tend to spread to other companies. It is a term. often associated with another choice

word which emerged from the business milieu: 'stakeholding', and in the minds of many



within the business sphere (particularly 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 associated with a key plank

of the Labour Party's policy in Britain, and a more peripheral aspect of the Democrat

economic platform in the United States. On the other hand, there was a minority within the

world of business management who viewed the term with some distaste because what it

suggested did not go far enough. Fe instance at PG Bison, the main case study here, 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 participation beyond the confines and control of

management, particularly when combined with a vigorous approach to building a' stakeholder'

company'.

For anyone trying to analyse the term, it is worth noting from the start that 'participative

management' is, like so many pieces of jargon, not least from the world of business, an

amorphous animal - useful because it is vague, sounds pleasing and can be attached to all

sorts 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 national contexts and at different times. And even where

similar participatory practices exist across national and cultural boundaries, they can be

applied within industrial relations systems with apparently contrary emphases - quality circles,

for example, are used in 'right-sized' US firms and in job-for-life Japanese firms, among
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others. Yet the term is not entirely vacuous. It denotes a range of conditions about which there

IS a loose common currency inte. rationally, and which, in South Africa, arrives with a set of

connotations which are easier to collate. While there are a number of other terms with similar

meanings - 'ta.lployee 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

Africa and which is best suited to the subject of this study, as is argued below. So then,

participative management it is.

At the most basic level the term covers any practice involving a broadening of the dimension

of management beyond 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, 'employee participation', exists whenever

"those at the bottom of the enterprise hierarchy take part in the authority and managerial

functions of the enterprise.t" In similar vein Franham and Pimlott define it as covering all

"social and institutional devices by which subordinate employees, either individually or

collectively, become involved in one or more aspects of organisational decision making'",

while John Viljoen defmes it as involving "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 entire spectrum of cooperative and participatory possibilities in management-

employee relations. It is therefore worth adding that the term has been used to denote some
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recognition of the company as a community with a plurality of interests which extend beyond

those of the shareholders, and a related recognition 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 collective 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

aft.er the second world war in some companies in the major industrial nations, as a result of

the combination of technological changes, particularly in production, the politics of the

countries involved, and new theorising over the function of management which are discussed

in more detail ill chapters two and four. These changes tended to be aimed at broadening the

basis of managerial decision making, improving communication, reducing conflict and tapping

what is now so often called, 'the gold in workers minds' by involving them in problem

solving. It is a term which therefore has broader connotations than 'workplace democracy',

in that it does not necessarily assume any particular power relation between management and

ordinary employees or their representatives, but it is nan-ower than the related term,

'stakeholding' in that its focus is usually confined to the company level, and to 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 later

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
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Western European 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 greater decision

making 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 upgraded collective

bargaining forums. As Salamon puts it, such practices can be referred to as "ascending

participation" because they involve attempts at protecting the interests of employees "by

extending their collective influence into a wider range of decisions at the higher levels of the

organisation ... ".6 A parallel form of indirect but power-centred participation would arise

when there is employee involvement in setting the direction of internal community

involvement or external corporate social responsibility programmes, as well in employee

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 participation such

as Esop and profit sharing schemes and even, in certain instances, productivity or performance

bonus schemes" which allow employees to share in the added value 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 management (though improvements

in communication do not, in themselves, amount to participation, though could be considered

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 to 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 participation" because "management

invariably initiates the development for its own purposes ... and, as part of the change, may

transfer 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 conceptualisation of tasks. Douwes-Dekker makes the point that quality circles could

be considered either as direct or indirect forms of participation, depending on how they are

implemented. If part of a strategy 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 qual'ty circle) would arise as a consequence of

the indirect."

The term 'participative management' could further be extended to cover managerial

programmes aimed at improving the ability of employees to participate in decision making

and to remove obstacles to this end - an addition CJf particular relevance in South Africa.

Examples here would include training programmes, literacy and numeracy schemes and even

affirmative action programmes - when employees are involved in planning or running such

schemes. Where these are imposed on employees, however, they would fall outside of the

definition, but, as with information sharing initiatives, could still be considered to show a

'family resemblance' when accompanied by other, more clearly participative, structures. In

this regard it is suggested the term has a tendential element to it: practices introduced at South
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African companies under its banner may wen be taken for granted ill companies in western

democracies, and would 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 South Africa emerged at a specific time and

for specific politically-related reasons. Itwas a phenomenon and not just a vague collation of

practices, and it is this which makes it worth taking seriously, and analysing in this way. This

stilI implies a broad working definition, but it is also a necessary one. At the outset its

purpose is not to assume that the range of managerial practices covered by this wide umbrella

are 'good' or 'bad', nor even to consider whether they represent new forms of control or

continuations of old ones, but rather to say that these are the parameters set by the general

usage of the term. Whether employed in a 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 narrowing 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

Africa has been a political process as much as it has been an economic or cultural one (though

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 intern.ational

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, Volkswagen SA, Nampak, Premier Foods, SA Breweries, Nedcor, 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 introduction it is therefore' setting the

scene of what happened at PG Bison between 1986 and 1996, both because it is necessary for

the chapters which follow, and to illustrate from the outset how these developments

represented a decisive break from previous approaches to management, as well as how overtly

politicised this break could 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 employees, 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 autonomy. In

1987 the company embarked on its Total Productivity and Quality (TPQ) programme. In

common with most initiatives of this nature, it was launched as a project of the CEO (Leon

Cohen), 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
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to the prevailing socio-political forces, he stressed two factors: "I. 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 to reverse the

economically destructive route we are on"12. 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 become, for

whites, a means of controlling others and for blacks :;t means of survival, and neither were

achieving self- fulfillment". "

The aim of this 'change process' was to alter the relationship between management and

workers, and between 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 pluralist theory, making its

mark within managerial writings at the time. Shareholders, management, workers, customers,

and the wider community were viewed as being interdependent stakeholders in the business -

in contrast to the prevailing view in both business and labour circles which viewed

management as being an executive arm of the shareholders, with interests in competition with

or contradiction 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
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employees as a general category, but the trades unions specifically, 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 t; -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 number of sources including writing on the

Japanese, American, German and Brazilian experiences, the impact of the experiences at other

South African companies and to a lesser extent, the influence of trades unions and various

political actors within the country at the time (though this influence increased as the

programme progressed).

The first 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 senior managers,

whose politics ranged from Conservative Party (and at a lower level AWB) members to

activists within ANC-l:lligned organisations. Among other things, this Senior Managerial

Development Programme involved all the company's directors and senior managers going to

Zimbabwe for three days to meet that country's political and business leadership as well as

an ANC delegation, a year before the movement was unbauned. The programme was then

launched for the workforce as a whole. By 1990 nearly 4 000 black and white employees

were involved together in Value Sharing Y'orkshops, 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 previously characterised power relations. The most significant of these was a

system of "In-a-Groups", introduced with the intention of involving 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 Community 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 LEAP,

a company-wide literacy and numeracy scheme which the unions were involved in planning

and implementing. In 1991 the National Forum was introduced ~a structure similar in content

and aim to the Workplace Forums of the 1995 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 bargaining over wages and aspects of working

conditions. Among the policies implemented from the late 19808 was an embargo on

retrenchments (though not on redundancies) and a 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 zeal, regularly addressing business

and j olitical forums and 'networking' with political leaders from various parties and

organisations. Several former ANC and UDF political figures were drawn into various

capacities in management, and eventually, in January 1994, Cohen announced his decision to

retire as CEO in order to stand (and be elected) as an ANC candidate for the provincial

legislature - the first prominent business leader to 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 dimensions - particularly how the former

continually affected the latter - and saw L1.ecompany's in-house change process as a way to

resolve problems rooted in apartheid. They argued their programme represented a substantial

departure from previous methods of running businesses. For instance, opening the company's

first National Forum of 1992, Cohen encapsulated his vision of a multi-racial consensus: "Our

journey really began in 1987 when we as managers began to realise that we had to develop

a new vision for ourselves 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 succeed .... We must use our ability to arrive

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

from the Codesa process.""

Union officials also stressed the political dimension of TPQ and its significance for their

members, and, at 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
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have done here is not small. It is very big. We are makers of history, of the new South

Africa. This is not easy. We are pioneers of the new industrial order in 'iouth Africa. None

of us should feel we are not making a contribution. We look forward to the day when other

companies feel at liberty to copy what we are trying to do here. It15 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". However, the

significance of the use of these quotes is less to assess their relation to reality, and more to

illustrate the phenological aspect of participative management (how, at least in this company,

it was viewed as a clear break from previous managerial practices), as well as how overtly

politicised this could be within the South African context at the time. This point is reinforced

by reference to the attitudes of some of the programme's opponents at PG Bison. Take for

example the 1991 assessment of Petrus Esterhuizen, a production manager at Laminate

Industries, the subsidiary where TPQ was most advanced, on the attitudes of some of his

colleagues: "There are still a few managers who call it bullshit because they believe that if

you go into the system of participative management you are a kaffir boetie."? 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 unions, coopt the leadership and minimize the

militancy of the Ieadership.?" Similarly, Sakhela Buhlungu, former Ppwawu assistant general

secretary, argued it was motivated by "an acceptance that government will change and that,

to be on the safe side under a new government, the bosses will have to adapt to changing

circumstances.?" What is apparent from these examples is an acceptance that TPQ was

inherently 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.

Y'hile the arguments about the politicisation of managerial strategy emerge most clearly from

the PG Bison example, they also apply, usually in a less conspicuous form, to most other

companies which embarked on similar programmes in this period (several influenced by the

experience at PG Bis01120
), participative management programmes have as yet only been

implemented in any coherent form at a minority of South African companies - something

likely to change with the implementation of the Labour Relations Act, which became law in

November 1996. In each of the examples discussed in chapter five, and several others), the

impact ofovertly 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 programmes for employees and, also to

programmes of affirmative action. Other factors common to several of the companies included

a desire to accommodate pressures from trades unions, the desire of some CEOs to position

their companies with a view io longer term political considerations, and a concern with

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

1.3 CONCLUSION

The exigency of South Africa's internal political situation was a dominant factor in

influencing the attitudes and actions of managements. This shaped the minds of individuals

within the executive structures of companies and set many of the parameters in which they

14



could ope. ate, thereby contributing to establishing the basis for the style of participative

management which emerged in the 1980s. But the specific impact of international influences

was also considerable. Historically, the managements of many companies operated within a

framework of thinking (as well as within a framework of company law and stock exchange

procedure) appropriated from British traditions. ui '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

I..:presentative of the interests of the shareholders, and no one else. When the country's

political pressures prompted a volte face in some of these respects, it was to various

international precedents, via books, seminars and contact with overseas colleagues, that they

turned: drawing from the Americans, the Japanese (usually as 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 sell-by date. While it drew from many

sources, it would be correct to generalise by saying that it was primarily an indigenous

business response to a range of home-grown politically-related pressures and stimuli (though

each company had its own, idiosyncratic reasons for embarking on such strategies, and the

commonality of a broad political motive should not be emphasised to the exclusion of other

sources of influence). It began to gel in the late 1980s to create something new, interesting

and significant and by the turn 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 a range of other companies like Nampak, Premier, Gencor, SAB, Eskorn,

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-American and Barlows groups and the large financial institutions, tended to m ke

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, reached 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 interest 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 stage they had been left well behind. Along with this came a greater emphasis on

training, literacy and adult learning programmes, as well as internal community involvement

initiatives. On the other hand there was a fall-off in the overtly political aspects 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 making. At PG Bison, the restructuring

programme led to an effective downgrading of key 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 greater 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 management

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 universal 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 organised labour and organised business, was settled

in December 1995, though only became law 11 months later. Most significant in this regard

is Chapter Five of the act, which deals with the creation of workplace forums for consultation

between employers and employees, designed to promote information-sharing, consultation and

joint decision-making. In general, the idea is to promote cooperative relations between

managers and workers in order to enhance flexibility 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.c of previous Labour Relations

legislation which had not attempted to encourage a partnership between capital and labour,

and, at best, had put into place limited mechanisms for conflict resolution. This appears to

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 shifts away from determinism in various branches

of social theory and then focussing on the realm 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 were a major factor in prompting

the initial moves by various managements in the direction of participative change

programmes, and the intemational managerial influences which played a significant role in

shaping the programmes chosen. South African participative management is then discussed

more specifically, both by examining general themes in its development - political, economic

and cultural - and by examining the experience of various companies which have adopted

participative programmes of one kind or another. Finally, it looks at the post-apartheid state

of'participadve management, with particular reference to the changes inthe Labour Relations

Act. Part Two examines the experience of PG Bison. Itbegins with a picture of the business

before considering the influences and pressures which prompted it to launch its TPQ

prograrnme. 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 shareholders.
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PART ONE: THE INTERNATIONAL AND SOUTH AFRICAN CONTEXT FOR

PARTICIP ATIVE MANAGEMENT

CHAPTER TWO

THEORIES AND FACTS

2.1 INTRODUCTION

Among the central questions to be answered 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 1980s and early 1990s? Several related questions arise from it: first,

what was the nature of the influence on these directors which prompted them down this path?

How, for instance, did the country's political conflict affect their initiatives? Were there

significant pressures from trades unions to follow this root, or, alternatively, were 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

question 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 company 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 contribution 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 or political pressures shift their focus? Did these

programmes achieve their initial goals of industrial peace, a reduction in racial tensions,

improved performance and a better trained, more willing workforce? And did their initiatives

survive as long-term programmes or falter when new priorities emerged or when the country's

political climate changed?

There is no single answer to the central question, nor to those following from it, because one

is dealing with a wide spectrum of organisations and individuals, each with its own problems,

needs and ..Iosyncracies, One is therefore looking at tendencies, and by generalising, ordering

these according to commonality and significance. While there are other ways of approaching

the subject', when dealt with in this way, one is already indicating an empirical analytical

slant because the approach suggests the prime task is to consider several issues rooted in an

assessment of fact and opinion. While this may be informed by considerations at a higher

level of abstraction (through drawing on what seems ,,~plicable within the realm of social

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

It is here one needs to consider aspects of the universe of social theory; What is there to draw

from? Which tools are available? Are there any overarching propositions about how the world

works which may help to explain the phenomenon under consideration? These questions are

considered from 1\:</0 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 respect,

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 commonly 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 theoretical eclecticism and with an empirical bias. In 2.3 the focus

shifts to the specific consideration of how the advent of participative management and the

post-fordist industrial system from which it emerged, has been explained, both by managerial

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 union side of the South African debate. Finally, in2.4 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 IDEOLOGY

Within the two years at the turn of the decade, the implosion of the communist world had

virtually 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' remained

politically ana economically compliant, as they had done throughout the 45 year Cold War2•

The world was now safe for democracy, or so it seemed. With communism removed as a
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primarily threat to liberal democracy and liberal economics, the first flushes of victory

prompted 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 ugly heads.

Yet the point made by that most eloquent of triumphalists, Francis Fukuyama, remains valid:

that when set against liberal democracy on a world scale, "it is difficult to identify plausible

ideological competitors, and there are few alternative institutional arrangements that elicit any

enthusiasm'" (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 nee-Bolshevism" and even fundamentalist Islam', are, despite their

considerable successes, unable to provide a viable alternative to Western capitalism or develop

a global appeal. A more serious competitor, Fukuyama argues, is Asian paternalistic

authoritarianism, 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 1990s9•

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
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discourse. In one swoop the justification for the continued expansion of military industrial

complexes and intelligence 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 democracy, a reality

which forced several parties and governments of the right to look elsewhere for their source

of oppositional raison d'etre and, indeed, cohesion." As the parameters of political debate

narrowed, 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 enemy

of communism making way for a more focussed identification of internal enemies, combined

with a more virulent assertion of the economic, moral and religious imperatives of the

previous decade, even though, in its more extreme 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 lower taxes - developments accompanying profound changes in the

world economy and increased public cynicism about government generally, although the

American variant of the rightward turn has not been mirrored in most other advanced

industrialised countries, and indeed, in contrast to the 1980s13, several have shown limited

tendencies in a different direction", while others have been marked by uncertainty and flux

of the unravelling of Cold \Var alliances", with a common feature being the exposure of

large scale corruption, previously obscured by the consensus around security during the Cold

War16•

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

whether patterns of party-political dominance can be detected internationally. For one thing,
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the short-hand categories of political pigeon-holing no longer exist in the same forms as

previousl' vYl.~"·3 'liberal', 'conservative', 'left' and 'right' have shifted, and have become

confused as players associated with one category adopt positions previously associated with

the opposing category, and therefore hell. 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 defmition. A great deal that seemed set in stone within the framework of liberal

democratic 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 a global system opened j .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 regardless of its 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
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the theories which claim to reflect it, can be demonstrated with regard to the fate of that most

ambitious 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 academia 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 Engels 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

representatives either disappeared from view or re-emerged with lighter ideological baggage

and much of what remained of the more militantly leftwing union leadership WfIS swept away

by the changed intellectual 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 Europe,

Chinese Maoism, Yugoslavian market socialism, African socialism, socialism in Africa and,

to a certain extent, what remains of the Cuban, Vietnamese and North Korean experiments",

Marxists may previously have been able to explain the failures and excesses of these regimes

in terms of anomalies, mis-applications 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 underlying 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 unable to curtail economic choice, which was

the essence of the system's rationale, while allowing genuine political choice. Beyond this

contradiction between political c cmocracy 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. Ironically, 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" was "above 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 could be organised by a single centralised force (the state) was disproved.

Beyond the military domain, the system showed little capacity for innov ...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, It absorbed a growing proportion of the surplus produced,

thereby exacerbating a decline in living standards inmost of these countries. The seeds of its

destruction therefore lay less in the Cold War itself (though the arms race was clearly a

contributing factor) and more in its Own internal logic, 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 application 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,

evolutionary progression, from the pre-history of hunter gatherer society to the end of history

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 inproduction. 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 classes, leads to a

fresh synthesis, in the form of a new, higher mode of production which contains its own

central contradiction which again is played out between the contending classes. In this way

capitalism is viewed as rising, phoenix-like, out of feudalism. But it too contains within it the

seeds of its own destruction, found in the contradiction between the forces and the relations

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 larger 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 reassessment of the basic principles. But the problems in this system of thought went deeper

than 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 industrialised

countries the opposite tendency existed: towards smaller concentrations of employees, cottage

industries, sub-contracting and diversification, and away from the deskilling of assembly line

production, with new computer and information teclmologies 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 employee base, relative, in particular, to the service industries.

History's agents under capitalism - the industrial proletariat - were a declining 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 became

blurred, as did the related distinction between intellectual and manual labour, which was a

dominant feature of capitalism until the early 1970s. One did not need to go to the extremes

of this view (as Peter Drucker did when he argued that the means of production were now
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literally owned by the workers because those means were in their heads and fingertips") to

acknowledge that in a growing section of industry, when it came to recruiting core employees,

it was intelligence and imagination as much as 'skills', let alone:manual labour power, which

was being purchased, and as Charles Handy put it, "intelligence is a leaky form of

property't". Witt, the emergence of new forms of management, and the disappearance of

layers of middle managers, there was also a blurring of the roles traditionally played by

workers and managers. This point is made Tom Peters when he wrote: "All jobs (in developed

countries at least) are fast becoming professional service frrmjobs. Managers are disappearing.

'Workers' are all becoming 'managers'", Too stark a formulation, perhaps, but certainly the

distinction between the two categories is no longer as clear as it once was. Furthermore,

within the Japanese industrial tradition, the individuals forming the top layer of management

are not seen as representatives of the owners (usually 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. Inmany cases

the idea of separate categories of owners and controllers on the one hand, and producers on

the other, as the two fundamental classes, no longer applies as anything other than, at best,

a shaky abstract theoretical category. Even if one extends such.' definition beyond the realms

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 class, 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 ridiculous. 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 intellectual focus

contributed to the crisis of confidence among leftist formations in the West, which led to their

further 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 political tools

for a remedy. As Goran Therborn acknowledged: "At this juncture of history, after the

exhaustion of the October Revolution and the decline of the industrial working class, the

future relevance of the Marxian 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 contrary,

global interdependence and global chasms of misery and affluence are simultaneously

growing. Polarisations of life chances, if not of rival powers, are building in the developed

metropoles too. A dialectical understanding of this unity of opposites is called for today,

hardly less than at the time of Karl Marx."29 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 intellectual revival of Keynesianism has yet to find a viable political

sponsor after its stagflation-related demise in the early 1970s. While social democracy was

always an opponent of communism, at the same time its political survival was linked to it.

The origins of German social market theory and practice, and of social democracy more

generally, 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 the

political and ideological conflicts of the Cold War, particularly in Western Europe", and it

was during communism's final decade that these accords lost their currency and began to

unravel, partly because of the SllCC::SS 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 the nationalisations which were part of the post-war social contract. The success of

monetarist policies in reducing world 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

were also followed with less enthusiasm by conservative and Christian Democrat parties. The

withering of the state appeared to be coming not through communism, as Marx and Engels

had predicted, but through a deepening of capitalist 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 rivals. "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 a 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 redefined to accommodate new realities. Its advocates tended to talk of

interest groups rather than classes, devolving power rather than centralising it, building

community life rather than state instituf ons, and of redistributing opportunity, not income, and

they generally agree that the welfare state required radical reform,

Nevertheless, underlying this jargon are conceptions of society and of the human 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 liberal 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 corners to fight, but all reliant on one another. At the macro level

the market is viewed as a necessary but imperfect instrument for building an efficient

economy, with the national state accorded limited interventionist economic roles - in, for

example, training, labour relations policy and industrialisation strategy, all of which tend to

be anathema 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 unions 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 class interests",

While the word 'stakeholder' originated from American settlers staking their claims in the

West, the term 'stakeholder company' was coined in its current context by American business

strategists in the late 1950s, and was used to promote the notion 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 196738, when it was used to define the objectives of corporations more

broadly than simply maximising their profits, The stakeholder corporation was an example of

capitalism 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. Although it was used more widely in the US during the 1970s and 1980s - often

hj" managers appealing to broader' stakeholder' interests when trying to block hostile takeover

bids - it was seldom applied beyond the level of the corporation, nor packaged into any kind

of legislative progranune, 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, increased employee shareownership and

a more long-term approach to investment". Tony Blair, for instance, advocates his vision

of the corporation as a community of interests. "It is surely time to assess how we shift the

emphasis in corporate ethos - from the company being a 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."

But the stakeholder notion has expanded beyond its original paramaters to be applied more

broadly to nation states and particularly the way their economies are structured - the core

motivation being that a society characterised by a high degree of social cohesion, where

everyone has a make in its success, as well as by vigorous wealth creation, tends to be more

successful than one characterised by aggressive individualism. Blair stresses this dimension

ofincIusiveness in macro economic thinking "The economics of the centre 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 SOpercent. If

we fail in that, we waste talent, squander potential wealth-creating ability and deny the basis

of trust upon which a cohesive society - one nation - is built."? At a policy level, however,

the rhetoric is not been accompanied by suggestions of fundamental restructuring, even within

the capitalist framework, but rather by a shift in emphasis. Its 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', 'partnership' and giving individuals a ,stake' 43. In Britain,

where the idea is currently being advanced and opposed with most vigour, specific policies

beyond the realms of the company and the fmancial 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 access to computer and related

technologies." More generally there is a stress on the social context of markets, on the need

for strong communities and a basis of trust in capitalism and on the obligations as well as
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rights that the system implies for owners. As John Kay and Will Hutton put it: "The key

stakeholder value is inclusion, rather than the equality sought by the Old Left or the individual

autonomy stressed by the New Right."4S

2.2.2 New challenges to neo-classical social theory

As illustrated at the party-political level above, the post-Cold War confusion of identity, and

direction, while certainly most profound on the left, was not confined to this pole. For if

capitalism and liberal democracy were victorious, the very fact of this victory opened these

systems to far more intense naval gazing than was possible while there 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 modem capitalism, and the theories advanced to explain them,

that potentially the most significant challenge exists to the dominant force in late 20th century

Western social analysis: the faith 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 liberal economic and political thought of the last two centuries may have been less

prescriptive than their socialist counterparts, they have also wrested on certain bedrock beliefs

about the direction of history and mankind'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 open ended - can be detected in most of the major 19th 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 and desire for autonomy as

free individuals), with the destination being the liberal state". A less definitive variant of the

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 a.~ imptions behind the thinking in the late 18th century of

the moral philosopher and founder of modem economics, Adam Smith. His belief in the

'invisible hand' of market forces which, ultimately, benefit not only the self-interested

entrepreneur 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 modem

economic thee. fO. 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 century

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 production, as the motor force in historv. 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 Fukuyama, 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 (If

underlying principles and institutions because all the really big questions had been settled"!')

is liberal democracy and the means of getting there is the combination of 'science' (when

coupled with enterprise, through capitalism) and.Hegelian '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 ideologies, from hereditary monarchy to

communism and that it possibly constituted the "final form of human government" and the

"end point of mallkind's ideological evolution", and therefore represented the "end of history"

in that, from then on, huran progress was free from fundamental internal contradictions. 52

Drawing in particular on the Hegelian belief that the evolution of human society was not

open-ended (in Hegel's view it also ended with the liberal state), he elaborated on this basic

thesis in his seminal book published three years later. His emphasis was on those elements

indicating rationality, order and direction. "AU countries undergoing economic modernisation

must increasingly resemble one another: they must unify nationally on the basis of a

centralised state, urbanise, replace traditional forms of social organisation like tribe, sect and

family with economically rational ones based on function and efficiency, and provide for the

universal education (If their citizens. Such societies have become increesmgly linked with one

another through global markets and the spread of a universal consumer culture. Moreover the

logic of modern natural science would seem to dictate a universal evolution in the direction

of capitalism"."

This equation of capitalism, science, markets and progress, has certainly not been

unquestioned since the collapse of communism. In particular, the hegemony of nee-liberal"

economics within Western academic and governmental institutions during the 1980s, has come

under serious challenge from ideas based on variants of chaos theory, and, more prominently,

neo-Keynesian theories, as well as from some remaining within the neo-classical tradition.

They have questioned not only the conclusions, but also the premises of what had become

conventional economic wisdom. It is notable that these challenges have only come to the fore

within the more 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 true 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, Israel, Poland, the Czech Republic and in Russia, 'is

well as, by osmosis, in numerous other states including South Africa, some of the results are

in and they are not all flattering to the theoretical assumptions from which the policies were

derived.

In most countries where nee-liberal, and specifically monetarist, economic theory 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 refuting 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 m.iddle class taxes

and, most particularly balancing budgets. And, in some countries, public faith in the merits

of privatisation and deregulation was undermined by the social consequences of these policies,

in, terms of education, welfare services, crime control, public health and environmental well-

being." While inflation was reduced globally, particularly in those countries pursuing tight

monetary policies, 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 economic 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
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nor 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 central argument of supply side economics is that savings and

investment would be boosted by reductions in the top br acket of income tax. But this did not

occur, particularly in the US where investment as a proportion of the GDP remained. constant,

and personal savings declined, despite substantial cuts in income and corporate tax since

1980.58 One reason was that the middle and working classes had to shoulder an increased

share of the tax burden", and were therefore less able to sustain previous rates of savings

and of consumption, leading to a decline in growth rates." Moreover, in most advanced

industrialised states, and particularly in Western Europe, unemployment levels rose well above

the levels experienced in the 19'70S61• It would be overstating the case to blame this situation

purely on the neo-liberal economic agenda which dominated the 1980s62, 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 concentrate approvingly on some of their authoritarian

dimensions" as well as on the free trade policies and low levels of regulation and

taxation", which are seen as driving the impressive growth process. But the economic

element seized upon by neo-Keynesians and acknowledged by some of their critics is the role

played by the state and cultural institutions in fostering rapid economic growth, The

governments of all the East Asian 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 OECD countries"), and therefore their

sustained growth at rates far higher than the OECD average" cannot be seen as representing

a triumph for suppJy side capitalism". In the face of such evidence, even the former neo-

liberal 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 for economic performance. Rather reluctantly he accepted that in

certain cultures, such as Korea and Japan, state 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?,,69.

But the differences from the Western model of development go beyond economic policy.

During the Cold War, Japan and the Asian Tigers and cubs, were often seen simplistically as

part 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 modernity and acquired its

characteristics, but it remains 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 relationship between group and individual, the emphasis on education,

the place of the family and the nature of the political system, Japan differs markedly from the

West. Modernisation has not been synonymous with Westernisation.t'" Fuknyama saw more

profound similarities between Japan and the United States, and placed greater 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 cultural component in economic affairs: essentially that modernity

depends on pre-modern sources of social capital (though he ignores the evidence that in most

successful 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

Wesf2, he emphasised the 'social virtues' derived from pre-modern community and family

structures in the development of capitalism, in the US (where he says this social capital is no

longer being renewed because individualism is winning out over more collective forms social

existence), in Japan and the Asian Tigers. His point is that economic activity is not carried

out by individuals, but by people acting in association, whether in small groups or large

organisations, and that this cooperation depends 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 contribute to 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 monetarism and neo-liberalism - that

economies are inherently self-regulating, that governments have no role to play in stabilising

output at the macro level 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

43



Hutton: "The 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

as rosy as that offered of a planned economy by Marxism. If socialism claimed to know a

route to wealth, freedom and human happiness, then free-market capitalism - as long as it

conformed to the dictates of free market theory - could do better. W:~hthe collapse of

communism 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 its dominant theory and a renewed

willingness to examine alternatives.?"

This has prompted a drive to return to basics and examine the philosophical 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 same harmony. Aside from this

fallacy, the faith of neo-classical economists in natural economic harmony, universal laws and

predictable behavior, has long been subject to vigorous contention - perhaps most prominently

by Keynes. Without 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 predicted according to mathematical formulae. "Human decisions affecting the

future, whether personal or po'litical 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 chance.?"
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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 neo -classical fantasy. "We have only the vu(' est

idea of any but the most direct consequences of our acts ... our knowledge of the future 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

outside this tradition, chipped away at neo-classical assumptions about human nature and its

relation to economics: that the human being is by nature a trader, able to weigh up t111f' pros

and cons of various economic courses of action and accurately rank his choices; fur • 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

argued that the neo-classical insistence on the rationality and balance of the market fails to

describe the actual behaviour of actual people in a modem money-based exchange

economy." TIllS 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 nuggets of neo-

classical economic thought do not correspond to reality and remain shackled 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 stabit.tv and !L,t :TI:;r!cctoutcomes

are related to culture, institutional forms and history, and can be shaped by a variety of social
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institutions." Paul Krugman points to "accidents of history" which allow an "illogical" but

self-perpetuating momentum to develop." Suppliers develop around 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'f, This argument has

thrown into question conventional wisdom about trade patterns and about one of the premises

of neo-Classical economics: that there 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.84

2.2.3 Postmodernism, disgorganisation and chaos

Beyond the specifics of the economic debate, it was the loose array of ideas focussing on the

relation between reality and representation and on ideological forms and their depiction, in

the mass media and popular culture, which fell under the wide broad umbrella of

postmodernism, which many cultural and social theorists turned to, and which began to

predominate in. the 1970s and 1980s (though at the artistic and literary level it first achieved

currency in the late 1950s). Those following this route invariably withdrew from any form

of political prescription, preferring to go with the uncertain flow of the post-modern or post-

traditional world. Like modernism, from which it arose, the term postmodernism has been

used to define a cultural and social epoch as well as a variety of ways of understanding and

relating to itas. It became, not just a cultural theory and form of cultural expression, but

culture itself. As Malcolm Bradbury put it, by the 1980s the acceptance of postmodernism,

lias an all-inclusive definition of a cultural epoch typified by stylistic glut, pluralism, parody

and quotation, the disappearance of traditional cultural hierarchies and the randomisation of
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cultural production, had become commonplace." It had "long since ceased to be a style, an

aesthetic or a metaphysic; it had become a fate or condition.v" This condition applied not

only to art, architecture, literature and other cultural forms, but the human condition more

generally, 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 as'''ect of postmodernist-influenced social theory involved a shift away from the pre-

occupation with class and a more intense 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 historical plot in favour a. diffuse series of often unrelated subtexts.

The focus was less 011 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-consciously derivative of another which preceded it. With the technological acceleration

of the late 20th century, fOIDlbecame everything, content nothing. For those hoping to change

the world, or even understand it, one of the problems of much of the self-consciously

postmodernist writing was that it deliberately offered little more than a 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 fragmentary and the chaotic currents of change

as if that is all there is .... To the degree that it dies try 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 modem life and its intractability before rational thought". 87

While the skepticism of this form of relativism 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 passionately

against the nihilism of post-modernist thought, Giddens acknowledges that the guiding

principle of our age, even in the natural sciences, is methodological doubt - that we can't be

sure of our most cherished ideas, that everything is revisable, and he recognises the attraction

of this Nietzschean world view: "A world dominated by the influence of 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't 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 as 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?" 88. His

answer is that the Nietzchean route leads to social and ecological disintegration and a world

of multiple fundamentalism. 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 characterised by manufactured

uncertainty, unpredictability and fragmentation raising the empirical possibility of a

'disastrous' scenario."
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Even those social theorists still drawing in part on the concepts of class, along with others

from very different traditions, have tern ,."J to 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 control of world destiny, world events and global threats and

dangers had diminished rather than increased, as it was supposed to, after 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 portrayed 'reality' as transitory, fragmentary, absurd or

chaotic and, inevitably, this ethos of uncertainty began to 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 to an end, albeit sporadically and unevenly, and that 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 pointed to a range of features suggesticg the ascendancy of

,disorganisation' within the modem 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 nationally

based corporations; the expansion of the number of white collar workers, managers,

professionals and others 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 a fall ill 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 individualuation states; the spread of capitalism into Third

World countries and the related shift in the structure of First World economies towards the

service industries; an increase in cultural fragmentation with the emergence of the 'global

village' which undermined the construction of individual national :identities; the growth in the

number of nation-states implicated in capitalist production and the number of sectors

organised 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 in the average plant size because of shifts in industrial

structure, labour-saving capital investment and the hiving off of labour intensive activities to

the Third World; the decline in the size of industrial inner cities and increase in the population

of smaller towns and semi-rural areas, and, the mass distribution of post-modernist forms."

Whether it Is correct to categorise all these elements of globalisation as inherently

disorganising, rather than reorganising, is a 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 Chomsky, 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 contributed 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, Gatt, the World Trade Organisation, and the G7 group, although his

general point, that these institutions, when combined with the expanded global scope of

transnational corporations, contribute to removing power from parliamentary institutions, and

to ensuring that the continuity of economic policy is insulated from politics'", is self-evident.
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However, 'globalisation' is not only an economic phenomenon, as Chomsky 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 result of the emergence of instant global communication and far faster means of

transport.ation which effected both large scale systems and day to day activities, and in turn,

is affected by them." Contrary to those who portray it as a linear process, 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 G f 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 suggests ~appears to have been borne out ever the last decade, and one could

add several other 'disorganising' forces which have subsequently emerged ~ political",

economlc", technological" and perhaps most particularly in the natural world (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

indications ofnature's 'rebellion' against human hubris, from new antibiotic resistent viruses,

to the growing hole in the ozone layer, the decline in male fertility and the transfer of

incurable 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 mat'-ematics, in the 1990s, tends towards a stress

on the complex, unpredictable, turbulent and ' chaotic' nature of the world. The application

of the false assumption 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 that

it is. The alternative, at the level of theory, is to embrace or at least recognise, the disorder

and 'chaos' existing in human affairs - which, of course, is not the same thing as saying that

events occur randomly and without any order. The most common example is what has become

known as the "butterfly effect", whereby the fluttering of the wmg, of a butterfly on one end

of the world can set off a hurricane on the other" - the point being that the most minute

change in the starting conditions of a system can lead, over time, to radically different

behaviour. The assumption 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 future through the

application of scientific methodology has fallen into disrepute, partly because 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 a consequence of intricate

interactions, which can suddenly be destabilised - a period termed 1 the edge of chaos" when

the complex system has the potential to be adaptable and spontaneous. This leads to a
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breakdown in the previous state of precarious harmony and a. period of turbulence, out of

which a new order may emerge for a time. A range of phenomena, from the emergence of

the first living cell to sudden animal population explosions and new disease patters, violent

storms and earthquakes, are approached in this way.99 And if that sounds like a variation of

dialectics, the crucial difference is that there is no assumptions about cause and effect, let

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 Lash and Urry in their reworking of Marx and

Engels102; "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, class, industry, cities, collectivity, nation-state, even the word, melts into air."I03

The point is that there is no train of history leading inexorably towards a higher plain, nor is

there any hierarchy of 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. 104
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This contention is reinforced by the record 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 predictability of the 20th-century history

has become distinctly lower since the second world war .... After 1945, did the economists

predict the '30 glo-ious years' of the great world boom? No. They expected a postwar slump.

Did they predict the end of the Golden Age at the start of the 1970s? The OEeD predicted

continued, even accelerated, growth of 5 percent per annum. Did they predict the present

economic troubles, which are sufficiently serious to have broken the half-century's taboo on

the use of the word 'depression'? Net much."!" Furthermore, the volatility and therefore

unpredictability of the "Worldtoday appears more profound than at any period since the end

of the la.st 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 are seldom linear, 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 broken and

less certain than once assumed. The stature of the 19th century ideologies, and the political

and economic systems of which accompanied them, has diminished and many of their most

cherished premises have been punctured. As Therborn, writing from within a Marxist tradition

acknowledges, "(W)ithin the normal pursuits of scholarship and science, all 'isms' are bound

to disappear sooner or later."lD6 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 global
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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 socialists: "The

world of the late twentieth century, one must conclude, has not turned out as the founders of

socialism anticipated when they sought to give direction to history by overcoming tradition

and dogma. They believed ... that the more we, as collective humanity, get to know about

social and material reality, the more we shall be able to control them in our interests. In the

Case of social life in particular, human beings can become not just the authors but the masters

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

nightmares of the right. Almost to the contrary, 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 actually deeply involved with this unpredictabllity,"!"

Hobsbawm - 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, detached

from national controls or cultural constraints, which, he argues, have prompted a resurgence

of uncertainty, decomposition and global crisis, and could well lead to demographic explosion,

ecological hazard, economic disorder and social anomie, and the political 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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generated by the techno-scientific economy are now great enough to destroy the environment,

the material foundations of human life. The structures of human societies themselves,

including some of the social foundations of the capitalist 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. Itmust change."!"

If this dark prognosis 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 vivid example. But

even Fukuyama has shifted tack - if not about the dominance ofliberal democracy, then about

his faith in 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 global economy. The real ground of interest is going to shift elsewhere. It is not

going to be things like ideology and institutions. It's going to be things like civil society and

culture because those have not converged around the world to the same degree and in many

ways I don't think they are going to converge either.i''"

The intellectual decline of faith in ideology (and particularly its more prescriptive variants)

was reinforced by the collapse of communism. This certainly had the effect of opening the

curtain on previously obscured currents within the capitalist political economies, and of

revealing points 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 to

those focussing on a chaotic disorder. Certainties coherent historical processes have been

replaced by presumptions of incoherence. The idea of an end to history, whether communist

or liberal, now seems ridiculous. In so many ways the little universe of social theory has

imploded 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 bonds of accepted wisdom, and perhaps 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 suggests 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 management 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 perspective, 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

ani seventeenth centuries"!"), stifled debate in this area, is certainly valid. He argues that

because Soviet socialism represented a threat to private property and democracy, therefore "to

alter the former in any significant way was to weaken the latter".112This contributed to mass

support for the defence of existing 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'". After

the Cold War these structures became subject to contention - both through opening windows

which were closed for the previous 70 years and because markets became so much more

volatile and competitive.

Even more important 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 internationally, largely as a response

to the intensity of competition from east Asia. The prescriptions emerging both from academic

management theorists and their more popular counterparts shifted from an obsession with

order towards embracing the state of chaos they had come to recog, se and finding

organisational 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 all

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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'empowerment' ,'continuous improvement', 'flexibility' and 'learning organisation' - all

suggesting innovation was a key to success. This was given powerful popular expression

through books like Peters' best-selling tome, Thriving on Chaos!" which begins with the

premise that the United States is in a state of accelerating decline. He argues that the

American technocratic enterprise is indanger 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 experience of Japanese managerial systems within an American

context. This involves a move towards a more innovative company, shorn of layers of middle

management, 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 went further in these respects, focusing on the need to meet this 'chaos' with

'disorganisation', waere everyone is 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.116He gleefully acknowledges this change of tack: "I've finally shaken off

the vestiges of30 years of traditional thinking. '" I've allowed myself the unalloyed plea'lure

of enjoying the mess of market economies, powered by lunatics and dreamers, by failure far

more than success."!"

This kind of analysis, is not confmed to the 'Proselytizers 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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'chaos', and is rather less optimistic in his prognosis. "It hasn't worked. Management and

control are breaking down everywhere. The new world order looks very likely to end in

disorder. We can't make 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 clear, limits to

management,"!" Peters' conclusions focus on restructuring businesses and changing the

attitudes of businessmen towards embracing chaos, but Handy, while accepting such

prescriptions, dismisses the notion that the 'invisible hand' of the market "would mysteriously

arrange things so that it all worked out for the best of all".119 Instead, in addition to fulsome

praise for aspects of Japanese and German business methods, his conclusions hint at

stakeholder-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 that 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 Sampson writes morosely about one

aspect of disorganisation: the decline of the "company man", This he attributes to several

economic factors: the challenges from global (and particularly Japanese) competition, which

prompted changes in the "rules" of management; the take-over and corporate raiding 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' ,;;ive and "cult ofleadership" at the

expense of scientific management and bureaucratic systems; and advances in information

technology which meant that computers replaced people (particularly middle managers whose

power had depended on information control), resulting in the 'corporate heroes' 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

German corporations have succeeded in retaining managerial jobs and remaining efficient,

while accepting wider responsibility for tne long-term interests of their communities.P'

The radical conclusions about the future of management of the likes of Handy, Sampson and

in a different form, Ricardo Semler!", have yet to reach hegemoni.c status, but together with

the chaos-embracing views of the likes of Peters, they indicate that what previously passed

for managerial ideology is now subject to vigorous challenge. As discussed inmore detail

inchapter 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 a single global

model. As Martin Jacques put it, "management theory become one of the most interesting and

innovative intellectual disciplines around."I23

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 within the South African labour milieu tended to focus

a great deal on managerial motivations for introducing 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 Africa 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 didn't within the managerial realm. The focus was on case studies dealing with the

practicalities of managerial operations, and its theoretical dimension concentrated more on

organisational considerations than 011 questions of causation. At least until the Wiehahn

industrial relations reforms the operational perspective 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 corollary

that workers were just another factor of production Lid that trades unions represented at best

a necessary evil and at worst an interference with contractual freedom), Within this framework

questions of motivation, .ausation and managerial ideology seemed out of place: management

was motivated by the interests of shareholders; its decisions wen: 'caused' by its reading of

the strategies necessary to achieve these; its ideology, if one existed, hinged around the profit

motive. Which is not to say that all managerial writing analysed business decision making

from an entirely voluntarist perspective (in isolation of cultural, economic and political

circumstance). For instance, several of those South African executive directors responsible for

conceiving participative management programmes from the late 1980s, made explicit reference

to the socio-political context which prompted them to change their managerial 'philosophies'

and embark on experimental organisational journeys.P'

More recently, as is discussed above, from within the business discourse more generally there

has been a substantial shakeup in terms of conventional wisdom. One area where this has been

manifest relates to assumptions of a direct and necessary correlation of interest between

shareholders and manaoement. Arising from this, the question of the pressures and influences

which impact upon managerial decisions has begun to euter the discussion, albeit in a very

different terms from those offered by industrial sociologists. Peters, for example, focuses on
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increased competition (primarily from Japan) and on changing technologies, particularly WIth

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 gathering steam. The

uictechnolcgy revolution, the materials revolution and the telecommunications revolution

(each dependent, in large measure, upon the infernal computing machine) are/will be alr'~"t

as profound .... Then there's the spread of capitalism in general ... Expect to hear ever wilder

stories from ever wilder places. II125

Business oriented industrial relations specialists have dealt more explicitly with the question

of why CEOs embark on particular strategies with respect to their employees. 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, long 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 agreement', ie, accept the principle of joint regulation of the organisation's operations

through the mechanisms of the industrial relations system."!" While such opposites certainly

exist within the realm of industrial relations, managements seldom face a free, either-or choice

in the matter. As Paul Tl.ompson points out, "direct control and responsible autonomy are best
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seen as opposite ends of a continuum of practices rather than 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" develops; 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", to "place certain identifiable limitations upon the total amount of control vested in

members of the enterprise", and also to "direct choices along particular channels while

curtailing other modes of iIntiative."129 TIns model would seem to be feasible start for

analysing the decisions of various South African companies to break with their traditions and

enter the terrain of participative management - a focus within each organisation 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 how 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.
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In his study of the views of British managers and shopstewards on why participation was

introduced, Dickson identifies four categories of response: 1. Moral (the belief in the right of

employees to participate in decisions 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

organisations to adopt more participative arrangements). He found that management tended

to emphasise union pressure more than the shop stewards, suggesting that unionists believe

participation and unionism are distinct and competing categories.!" This gap might be

explained by a point made by Salamon: for management the focus of participative

programmes is task-centred strategies aimed at involving individual employees whereas unions

favour indirect forms based on their established representative role through collective

bargaining.P' The implication for management, is that employee 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

more 'effective' techniques for humanising the work environment, gaining cooperation and

competing with the union for employee support. ,,]32

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

political and economic considerations of why employee participation became a managerial

65



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 aspects 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,

industrial and economic shifts since the early 1960s, noting that in order to keep pace with

these changes it was necessary for managements to involve employees in decisions wnich

effected their lives. Throi «h drawing on employees' knowledge and experience a more

committed workforce became possible with consequent improvements 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 interventions in this direction by governments and the

desire of some companies to accept more social responsibility for their decisions 134

66

As ar['ued in tlle' course of this study, all these elements, though perhaps with a different

weighting!", can be said to apply tc the introduction of employee participation programmes

in South Africa in the 1980s. 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 underplay



questions of societal 1:':': tr lim nod pressure and to frame the issue in terms of a set of choices

available to management, On the other hand, perspectives frcm trades unions, and union-

supporting academics, have tended to look at power and constraint from a macro perspective

and to underplay the element of choice within individual companies. This larter perspective

has had a considerable impact on the course of the debate around employee participation i.1

South Africa - influencing the response taken by union members and more particularly, union

organisers and officials. It is therefore worth examining some of its theoretical and political

roots in more detail.

2.3.3 Conflict. cooperation and the labour pmces.§

In the 1970s and early 1980s (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 accumulation forces capital constantly to revolutio.use the production process,

but also sets limits to the use of workers' creative capacities a id constrains attempts to

dispense with hierarchical relations. 3. There is a control imperative 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 itself 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 control. 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 capital and consequent

complexity 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 supervisors became increasingly crucial. In addition, the methods of what

became known as scientific management began to emerge along 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 particularly

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 parts

(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 known as 'fordism', a system in which workers were required 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

unior.s, which, in 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 ~U1dtendency to stifle the creativity of shopfloor workers. From the late 19608

there was a shift away from 'pure' forms of fordism and towards approaches designed to give

workers greater incentive and increased flexibility in their jobs, and towards viewing labour

as a resource more 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 channeling 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

domination 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.l" In stark contrast the labour process theorists

argued that the significance of these changes was overstated and that they did not represent

a fundamental transformation of the capitalist labour process in any respect.

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

inherent in the relation and unavoidable.l" 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 attempts to reign in unions, curtail militancy and co-opt workers into

self-regulation, The most influential of the early protagonists w..., 13raverman 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.l" Andre Gorz took the

argument further, describing post-fordist managerial trends as a "new manipulation rather than

a solution to basic contradictions.v" And in a later example of this approach, Richard Peet

places even less significance on co-operative managerial practices, characterising them as an

aberration, which, because of competition and the nature of the capitalist labour 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.v'" Burroway also emphasises the managerial imperative of control, but builds the

elements of shop floor conflict and worker resistance into his argument. He likens the factory

to an "internal state" and the worker to an "industrial citizen", with the collective bargaining

rules and grievance procedures playing the Tole of institutionalising conflict and prompting

workers to internalise the system of control!", He suggests that while managerial

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. 148 Edwards takes this

case further, arguing that "intensified class struggle" caused simple control to give way to a

period 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 control (systematic administrative structures) and argues that "each form of

control corresponds to a definite stage in the development of the most important or

representative fums."149

Even within the early formulations 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

methods, Andrew Friedman criticises Braverman for confusing one strategy of exercising

managerial control under capitalism (Taylorism) with managerial authority itself, adding that

"given the reality of worker resistance, often it is not the most appropriate." The forms of

control 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. ISO Elsewhere Friedman describes two parallel tendencies: the

need for managerial "monopoly of conception" and the need for a degree of creative

participation or "responsible autonomy" from workers - in order to maintain production. A

reason for the latter is the "maintenance of managerial authority by getting workers to identify

with the competitive aims of the enterprise so that they will act 'responsibly' with me

minimum of supervision."!" During the 1980$ there was a move away from this primary

focus on control within the labour process. Among the most influential to make a partial break

with the school's premises were Cressey and MacInnes, whose work on Ford in Britain had

an influence on the union 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 cooperation with its work force precisely because 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 production 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 turn, 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

small areas of production to the workers in the hope that efficiency will be improved through

harnessing the resources and their lmowledge 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

into the. system.152

In line with 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 em the control versus resistance models of the

earlier labour process discourse. HI" r '1 cts the notion that changes in '.'fork organisation

necessitate a major theoretical shU but, 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.,,153 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.l" 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 tendency to conflate a variety of managerial approaches under the same heading. While most

labour process school theorists recognised that Taylorism was too narrow a concept to cover

the range of techniques associated with mass production, and that it was not applied as

universally as Bravennnn argued, they shared a similar reluctance to countenance the existence

of labour processes which superseded the broader notion of fordism, Some embraced the terms

neo-fordism or even post-fordism'f 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

labour scarcity, or as reflecting changes in technology, but their significance was invariably

understated.

One reason for this is the Marxist premises most within this school adopted. In its classical

form Marxism presents an archetype of advanc ed 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
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of production and therefore over the labour precess and over labour itself The labourer has

nothing to sell once he has sold his labour power to the capitalist. The conflict built into the

system centres on 'exploitation' - capital has au interest in maximising surplus value extracted

from the labour power at its disposable (by paying for a smaller proportion of 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 through working together labour begins to resist the rule of capital.!" As Marx put it

in the first volume of Capital: "The directing motive, the end and aim of capitalist production,

is to 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 it, the necessity for capital to

overcome tbis resistance by counter-pressure. The control exercised by the capital; + is not

only a special function, due to the nature of the social labour process, but it is at the same

time, a function 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

he exploits."!"

While Marx showed an awareness of apparently successful companies operating 011 a non-

conflictual 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 (managers), and sergeants

(foremen, overlookers), who, while the work is being done, command in the name of the
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capicalist''i!" Within this analytical framework the scope for alternatives is virtually non-

existent, and there is little room for any conclusion other than dismissing co-operative

exneriments as a ruse. This, esseutially, is the approach followed by the likes of Braverman,

Gorz, Burroway, Friedman and most of the other early Marxist labour process theorists. Even

for those allowing for the existence of non- Taylorist developments within capitalism, post-

fordism was viewed more as ~;variant of fordism than a substantial departure from it because,

essentially, it remains within the parameters of the capitalist labour process. The only real

alternatives allowable are those which are other than capitalist - feudalist or socialist, for

example.

In this respect the position first formulated by Cressey and Maclnnes represents a significant

departure not recognised by orthodox Marxism - that consent as well as coercion, cooperation

ill 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 regarded as too low, its

workforce will strike, sabotage the machinery, or cease to work efficiently. If labour

cc.itinually strikes in demand for unrealistic wage packets, and refuses to return to 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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Furthermore, with the development ofteclmology the relative size of capital's wage bill tends

to diminish because workers are replaced by machines, with the implication that capital

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 diffusion 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. In 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 subjects who fill them, not only for reasons of

theoretical clarity, but because the class position of the individuals has tended to become

blurred within modem enterprise, with the possibility frequently existing for subjects being

producers (workers), owners (shareholders) and managers at the same time. Even more

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 MacInnes's terms the capital these employees "employ" (that is handed over to

them in the course of their working day) has greater relative value than in fordist production

systems. It is no longer simply their labour power which they have to 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 withiin industrial production in

the advanced capitalist economies.P'

Seen in this light, the combination of the information technology 'revolution' and the related

development of new forms of work organisation, does seem to represent a departure from

fordism of greater significance than the labour process school 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 form of production based on flexible new

technologies and working methods) is that it too is over-deterministic and lumps together

several distinct developments under the same heading'P, It also operates from the shaky

assumption (in common with Braverman) that Taylorism was the prototype of the previous

era, and that a new system has eme: ged, characterised by Japanese-style quality circles,

teamworking, quality of life work programmes, functional flexibility, and computer-driven

technologies, along which path 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 a phenomenon which nevertheless seems to represent a decisive departure from

the 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. 163

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 is 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 determinism, Laclau makes the point, in contrast to Marxist approaches, that

while conflicts obviously exist between workers and capitalists, it does not follow 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 relationship'U" And he goes on to argue:

"To show that capitalist relations of production are intrinsically antagonistic would therefore

mean demonstrating that the antagonism stems logicallv 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 unequal exchange and

because the capitalist extracts surplus value from the worker. The answer to this question is

'no' 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 conclusion."

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" 165. It is worth mentioning for

example that post-fordist schemes were introdu: . .;d in the United States and to a lesser extent

in Britain, at the beginning of a 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 pioneered participative management projects, such as Cashbuild, did so from

a weak and unthreatening 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 others in positions of power within companies. Poole warns against the folly of taking

a rigid 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.,,166 His

argument is that management's decisions contain a strong 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 moment' 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-ownership (:I,) not determine the

response of the subject!', operating within these categories. Human beings are not, as Marx

would have it, class actors striving, ultimately, for autonomy and collective harmony, nor, as

Adam Smith would have 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 a worker and a capitalist, such antagonism is not inherent to the relations of

production themselves but occurs between the latter and the identity of the agent outside." 167

He illustrates this as follows: "For example a decent standard of living is impossible when
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wages fall below a certain level; and fluctuations 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."168

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' approach to the

origins of post-fordism is instructive. In contrast to the conventional wisdom that its advent

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 'flexible

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. II169Likewise

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 have ... been a troubled period of economic

restructuring 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 organisation as well

as in political and social life have begun to take shape. These experiments may represent the

early stirrings of the passage to an entirely new regime of accumulation, coupled with a quite

different system of political and social regulation.v'?"

Robin Murray situates the challenge to the dominance offordism within the dimension of the

broader cultural and political upheaval 01 the 1960s. "In 1968 this challenge exploded in
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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 programmes 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 Taylor .... Majorities are being transformed into minorities, as we enter the age

of proportional representation. And under the shadow of Chernobyl 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 to fordism. They represent an alternative version

of post-ford ism, which flowered after 1968 in the community movements and the new craft

trades unionism of alternative plans. Their organisational forms - networks, work-place

democracy, co-operatives, the dissolving of the platform speaker into meetings in the round-

have echoes in the new textbooks of management, indeed capital has been quick to take up

progressive innovations 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. II172

While this may be an over-romantic version of post-fordism, it has the advantage of

recognising that its source is not only found within the realm 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 influenced

by a range of cultural, political and economic considerations external to the capital-labour
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relations. This point can be emphasised with respect to South African participative

management. As argued in the course of the succeeding chapters it was a development

motivated by the country's political situation, and by the related cultural gulf between white

managers and black WOi ~~ers- as a means of attempting to narrow this gap, and of dealing

with and containing some of conflicts, crises and problems which apartheid, and the anti-

apartheid 'struggle' threw up.

2.3.4 South African trades unions and labour process theory

One of the few South African academic studies focussing on the emergence of participative

management was conducted by the Wits University industrial sociologist Judy Maller whose

work in the late 1980s and early 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 strategies, rather than the separate

but related dimensions of work organisation and new technology which were a key aspect of

much of the debate international 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 managerial strategy to elicit worker consent. In contrast to

those like Thompson who caution against making generalised empirical assumptions from a

theoretical base'", she argues this strategy 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 conflict."!" Her view as to whether this represents a danger or an opportunity

for labour hangs uneasily between two stools. On the one hand she points to lithe
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contradictory effect of opening up greater space for labour ~ to push back the frontier of

control in the factory and to increase its 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 to retain managerial prerogative,"!" The union response she advocates

is one that attempts to embrace both of these emphases. She terms it "adversarial

participation" ~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 early 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 at otherwise of employee shareownership (ESOP) 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

improving 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

COll1111onground 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 participativeprogrammes among South African trades unions has its

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 antagonism and , .., roing

conflict that has been a feature of South African industrial relations was set through the

struggles for union rights and for higher wages and better working conditions. This

experiential dimension was the most important factor in influencing union perspectives. But

other subjective influences at the level of ideology which are also worth noting. One was

Marxism, or Marxist-inspired thinking in various 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 at several English language South African

universitles'", with much of their war!"drawing from studies by socialist academics, mainly

from Britain (and the intellectual influence of British leftwing academia on the union

movement in South Africa 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 tum had a profound influence on the course taken by

participative management programmes in South Africa. In contrast 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 snd where a cooperative work culture

was deeply entrenched) and the United States (where unions were in a state of prolonged
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decline and were largely irrelevant to the implementation ofTQM), South African CEOs were

faced with a union culture deeply suspicious, and frequently strongly 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 level of suspicion and the consequent approach of confining cooperative forums,

was probably more marked among union officials 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 those within management responsible for

implementing such initiatives had to proceed cautiously when dealing with unions - taking a

step 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. Much of the content

of the opposition from the unions and their academic backers, concerned questions of

motivation and causation, wim the assumption that management was either introducing these

schemes as part of an assertive attempt to improve productivity and undermine union 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 circumstances, along the lines

proposed at an academic level, by Maller, among others.
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Nowhere was the debate over managerial motives and how 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 Nampak and Carlton Paper. On the one hand there were

significant voices with: be union giving a positive endorsement to this form of stakeholder

programme. For example, at a PG Bison National Forum meeting, Ppwawu regional organiser,

Phineas Masombuka embraced the company's participative programme with considerable

enthusiasm: "In the past business was characterised by a master-servant relationship. It is quite

encouraging for PG Bison to opt for a different route ~ away from confrontation, towards

giving workers a say. Others will follow suit. So the new ideas auger well. ' .. PG Bison will

always be remembered. It will go down in history for setting an example on how to change

labour relations.t''" On the other hand there were those like former national organiser Rob

Rees and former assistant national organiser Sakhela Buhlungu who were implacably opposed

to all participative programmes as well as to national-level co-determinism and called on

unions to "challenge the current politics 'Ji' ~.Jass compromise" 182. This was considered the

only way tc prevent the decline of the ~mion movement. "Class compromise cannot survive

with strong workers' control. Conversely, increasing class compromise will lead to a decline

inparticipation and the ultimate defeat of our movement. We should not forget that the bosses

and the workers can never be 0'1 the same side - unless workers accept the bosses' right to

exploit, pay starvation wages and attack workers"!", Rees wrote. Buhlungu expressed

concern about the implications of worker participation schemes for the "struggle for

socialism", and lamented the fact that "until recently" it was taken for granted within the

union movement that "transformation meant the destruction of the capitalist system.,,184The

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 its 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

committees." 185

Eventually 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 Welcome Ntshangase and Apollis Solomons wrote that the

reason for management embarking on participative programmes was a combination of pressure

from unions and the need for improved productivity and quality - an understanding differing

substantially from those who viewed it as an assertive managerial strategy with the prime aim

of defeating the unions. "In the face of stiff international competition," they wrote, "South

African companies will have to increase the quality of their products. 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 ensure efficiency and quality of work.

Instead management 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 pressures 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 RELE'v ANCE OF CASE STUDIES

What the preceding discussion suggests is that in answering the main question posen at the

outset - why did several large South African corporations adopt participative management

strategies in the 19808 ~ 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

bias is preferable to squeezing the facts into one or another universal theoretical model in

order to establish a pre-ordained conclusion. Therefore in order to build the case for one of

the premises stated in the opening chapter ~ that participative management in South Africa

should be regarded as a political phenomenon (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 examples. This, however,

requires that the examples chosen have a broader 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 provinces. Second, it 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 ... a 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,

make and female, all races and religions.v'" Third, its process of implementing participative

management was overtly politicised, not only 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

management had a considerable influence within the business, labour and political domains,

as well as being publicise« more generally 190, and therefore was not merely an interesting

anomaly, but rather an example which had an impact on the development of the phenomenon

more broadly. The secondary 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. One 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 to 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 control 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 (Vietnam, Laos, Cambodia, Zaire, Angola, Granada, Nicaragua, Panama). The French
played a similar role with respect to several of its former colonies in Africa.

3. Francis Fukuyama, "The Primacy of Culture," Journal ofDemocracv, Volume 6, number 1, January
1995, p 9.

4. The end of the Cold War rapidly prompted challenges to the national boundaries 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
emerged mainly in the countries of the former Eastern bloc and Yugoslavia, either as governments
(most notably in Serbia and Croatia - the former arising out of the former socialist government, the
latter drawing on proto-fascist traditions), andlor 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 most extreme), they do not, by their nature, represent a
prototype for others to follow, are limited ill their geographical range.

5. One could point to strong nee-fascist currents within several Latin American countries such as
Guatemala, EI Salvador, Honduras 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 Europe (Italy, Austria, Germany, France, Spain, Belgium and the Netherlands), the United
States, Turkey and Japan. But the growth of neo-fascism, while having greater international reach,
shows little indication of becoming a significant 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, Serbia, Romania, Bulgaria, Slovakia and also, at the parliamentary though not the
presidential level, in Russia (though they subsequently lost power in Bulgaria, Romania, Estonia and
Slovakia), They have also gained in strength in several other countries, most notably (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 Africa 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
Union and its satellites, the conditions for creating a socialist political and military power bloc on a
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
parties in the countries mentioned above advocate a return to state socialism. Most propose little more
than slowing the transition to capitalism (in the former socialist world) or introducing limited social
democratic measures, and several- most notably in Russia - married social democratic tendencies with
a more virulent form of nationalism.

7. The spread of Islamic fundamentalism represents a more energetic challenge to liberal democracy.
S .rveral countries are ruled by undemocratic governments espousing fundamentalist variants of Islam,
including Iran, Iraq, Sudan, Syria and Afghanistan, while several other north African, Asian and
Middle East governments which are less fundamentalist are increasingly under threat from Islamic
n.'liuamentalist movements (most notably Algeria and Egypt), and others are impeded in their ability
to govern democratically (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
conservatives 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 Islamic majorities very few - Turkey, Pakistan,
the Muslim component of the Bosnian state and some of the Islamic states of the former Soviet Union
- have governments which have shown any sustained inclination towards liberal democracy - and in
each of these cases there are severe qualifications to this inclination. Some 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 ideological terrorism
had receded. Most notable here have been the terror attacks by Algerian Islamists against the former
colonial power of France, the Kashmiri separatist struggles in India and the bombing of the World
Trade Centre by Egyptian Islamic terrorists, In the eyes of some western governments Islamic
fundamentalism has become the new international villain, a successor to the 'Evil Empire' of
communism. One effect of this has been to reinforce the hand of intelligence and security lobbies
within these states. In global terms, however, it is easy to overstate this threat. Very few Islamic states
(and none espousing fundamentalism) have succee.cd in building viable, integrated economies, let
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 fundamentalist state has proved
it can master the process of industrialisation. Even those lucky enough to have inherited natural-
resource wealth have not dealt effectively with the social problems that helped bring them to power;
... This only reinforces Islamic fundamentalism's lack of appeal for everyone not culturally Islamic
to begin with." (Francis Fukuyama, "The Primacy of Culture", Journal of Democracy, volume 6,
number 1, January 1995.

8. Ibid, pp 9 - 14. He regards this as a challenger to liberal democracy in that ;+., =ssence "is a society
built not around individual rights, but around a deeply ingrained moral code tl at ;" .he basis for strong
social structures and community life." (ibid, p 12). It is the coherence of its SOCIalstructures, the moral
education which accompanies them, and particularly the subordination of individuals to the family,
rather than its institutions, which defines it. Therefore it is compatible with democracy (Japan), with
a semi-authoritarian 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
challenge to the individualism of liberal democracy (mainly because this is also a regional
phenomenon but also because it has proved to be compatible with democracy), it provides a serious
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challenge to Western liberal thinking because of all the alternatives, "only Asians have been able to
master the modem technological world and create capitalist societies competitive with those of the
West - inde..-d, some would argue, 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 "free" countries (defined in terms of the extent to which they comply to basic liberal
democratic principles) by the end of 1994, compared with 65 at the beginning of 1990, (cited in
editorial 011 "Democracy's Future", Journal of Democracv, volume 6, number 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
free and fair by international observers, and in 11 countries incumbents were voted out of power. It
is worth mentioning though that many other countries (particularly in Africa, Latin America, the
Caribbean and parts of the former Eastern Bloc) appear to exist in the grey area between democracy
and authoritarian rule - closer to liberal democratic ideals than before but falling short in several areas,
most notably their weak political institutions and constitutional arrangements which do not fulfil all
the minimum conditions of democracy.

10. Examples of such restrictions 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 interventions have ranged from directing or backing the
establishment of client Christian Democratic-type parties in Europe and Asia (particularly in Italy,
Germany and Japan) after the war, to helping unseat Gough Whitlam's Labour government in
Australia, to advising, funding, arming and assisting a coup against a democratically elected
government in Chile, and prior to that in several other countries, most notably Guatemala and 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 engaged 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 ubiquitous role played by the
Masonic Lodges in ensuring an extra-legal and often illegal consensus between the key power players
in society, to the alleged complicity in political murders by Christian Democratic leaders, this puts in
serious doubt the existence of anything approaching a genuine democracy during these years in Italy.
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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 correctness).
Once the Part: of European integration, Tory energies shifted towards the threat that further integration
represented to Briti ~l sovereignty. In the US, the Republican Party and the far right, found their new
raison d'etre in the enemies of liberalism, feminism and multi-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 nineties, and again during 1996. First, the 'pragmatic'
conservatism 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 coherent national agenda of the
Republican far right had not yet emerged in the clear form it did in 1994when the old enemies ofthe
Cold War had successfully been replaced by internal enemies (particularly liberalism and big
government) combined with a more restrictive 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



absolute, it does appear to be more than a 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 t~11I1S,then relative
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 generally, 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 as early as the 1973 Opec oil price hike. Combined with this w-s the challenge to
national identity in a nation where individual identify (and particularly male identity) is bound up so
closely with the robustness 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 long 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 culture 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 (as 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 a
feature of the mid-nineties. Several more subjective factors (themselves related to the changing
national climate) have also come into play, including the rapid growth of a fundamentalist brand of
Christianity, particularly through various Pentecostal networks, and their coalescence as a highly
organised rightwing political force

13. During the 1980s most industrialised liberal democracies were dominated by stable governments
headed by parties with a rightward 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 under Helmut Kohl, the Italian Christian Democrats under alliances dominated
by Giulio Andreotti, the Japanese Liberal Democrats and the Canadian Conservatives. A similar
appearance of stability existed in France under Mitterand's nominally socialist presidency, which, in
its second term, took it sharp tum to the right to adopt a strict monetarist package. In addition during
much of the 1980s conservative parties or coalitions TIlledin several other Western European 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 governments of the former communist
states, most particularly Poland, Czechoslovakia, the Czech Republic and Russia.

14. Including Britain, Portugal, Greece, Finland, Sweden, Norway, Iceland, Denmark, Belgium, Italy,
Malta and New Zealand.

15. In Britain the shift in political discourse since the tum of the decade has tended to be away from
the aggressive individualism of the Thatcher years, contributing to the decline in Conservative Party
fortunes. A mort."marked decline saw the ruling Canadian Conservative party reduced 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 1996victory 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 return of a far less ambitious variant 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 solutions 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 before 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 coalition
government. In several other advanced industrialised nations - such as Austria, Belgium and the
Netherlands - there has been no sustained dominance between Christian Democrat and Social
Democrat parties and alliance politics of a kind completely foreign to the American and British
constitutional systems have continued to predominate. Overall, in the advanced industrialised
democracies, the picture at 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 break-down ofthis system came
from underlying "<)cial factors (perhaps most significantly the loosening of the tight family ties that
allowed the syst':'l>.lof patronage to flourish, as a result of industrialisation and the migration from
south to north), it was brought to the fore by political developments which emerged as a result of the
collapse of communism. Particularly in the early post-war years, the CIA, with the backing of the
Catholic church 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 victory. However, Italy
was no exception in this regard. In Japan the exposure of a kickback system between Liberal
Democratic politicians and leading businessmen, led to the Liberal Democrats being swept from power
for the first time since the war. In France, both the Gaulist and Socialist parties were hit by a series
of corruption scandals while Belgium 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 is evidence that it is more widespread than
once assumed and even in Germany evidence of corruption is growing. In the country's financial
capital, Frankfurt, in 1994 there Were 11 498 cases of official corruption, most 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 (though not exclusively) associated with the left of the
Labour 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-European 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 1990s
have increasingf \'nen associated with isolationism and, in some cases, protectionism (in contrast to
a Democrat President associated with the Gatt free trade agreement and military interventions in 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 definition. 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-culturaIism) is not the same as what it means in South Africa (where it has
become associated mainly with a free market, federalist opposition to apartheid), and is the opposite
of What the term 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 from Europe in April 1996. Lord McAlpine,
former Tory party treasurer, argued: "(N)ow we need our trade union movement's muscle to protect
our interests ... against bureaucratic-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 had 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, stilI described
himself as being on the far right. The Olive Tree coalition, whose predecessors would not have been
permitted to take power during die Cold War, described itself as a centre-left group.

18. Anthony Giddens, "The Observer Essay: Government's last gasp?", The Ou:;erw, July 9 1995.

19. While socialism was abandoned in such cases, their governments were compelled to submit in
varying degrees to market forces, and their economies - or at least 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 is probably stated most succinctly in their seminal work, The Communist Manifesto (Marx,
Karl and Engels, Friedrich: The Communist Manifesto, in David McLellan (ed): Karl Marx: Sdected
Writigg£ Oxford University Press, Oxford, 1977.

22. Most palpably with regard to the withering of the state, but also in terms 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 aed decision making." ("Computer rationalisation and the transformation of work: Lessons
from the insurance industry," in Stephen Wood: The Transformation of Work, Unwin Hyman, London,
1989, p 248.

24. Peter Drucker, Post-Capitalist Socie.!y, Butterworth-Heinemann, Oxford, 1993.

25. Charles Handy, The Empty Raincoat, Hutchinson, London, 1994, p 24.

26. Tom Peters, Liberation Management, Macmillan, London, 1992, p 758.

27. Handy, op cit, pp 153 - 154.

28. Most successful political parties have ceased to 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, actions and divisions.

29. Goran Therborn, "Dialectics of Modernity: On Critical Theory and the Legacy of Twentieth-
Century Marxism," New Left Review, no 215, January/February 1996, pp 80 - 81.

30. For instance in the early years after the second World War, the German Social Democratic Party
(SPD) was still ostensibly Marxist in economics, Italy and France had large Bolshevist communist
parties closely tied to the Soviet Union, while the British Labour Party had 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 Outlook, September 23 1995.

32. For instance, in Britain, Australia, Portugal, Denmark, Sweden and Norway - all of which have
moved decisively away from past policies focussing on natione'i-ation, higher taxation and
bureaucratic interventionism.

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

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

35. In Britain the notion of'stakeholder' capitalism and the 'stakeholder' society/economy/firm has
been backed by a variety of actors on the centre-left both before 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 John Monks, the national secretary of one of Britain's largest union, the
Transport and General Workers Union, Jack Dromey, the general secretary of the Fabian Society
Simon Crine, and various prominent neo-Keynesian economists and centre left social theorists and
commentators such as John Kay, John Gray, Ed Mayo, David Marquand and Will Hutton. The idea
was also proposed by the Liberal Democrat's Dahrendorf Commission in 1995.

36. Dr Brian Mahwinney, chairman of the Conservative Party, attacked it in the following terms: "It's
essence is corporatism. Welcome back all the old friends - the trade unions, the vested interest groups,
the Labour-dominated local authorities ... it's second hand socialist policies wrapped up in Tory
ribbons .... It is a devious way to attempt to bring in new taxes through the back door. II 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 ..." (quoted in The Guardian, January 17
1996).

37. The leftwing Labour MP Ken Livingstone reacted to the stakeholder idea in the following terms:
"It's warm words time again. I haven't a clue what it means. If anyone does could they let me know?"
(Ibid). Others on the far left such as the Mineworkers Union leader Arthur Scargill and the Socialist
Workers Party portrayed it as a devious threat to worker solidarity and to socialism.

38. J K Galbraith, The New Industrial State, Houghton Mifflin, 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 Africa were the executive directors at PG Bison, where CEO Leon
Cohen and executive 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-termisrn', by, for instance, requiring takeovers
to be justified in the public interest, increasing certain union rights for workers, and offering capital
gains tax incentives to companies prioritising long-term investment. A more 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, legislating for joint
management-worker cooperative structures within companies and encouraging employee
shareownership 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 Guardian, January 17 1995.

43. This loose thrust is encapsulated by the Labour Party MP Peter Mandleson and the public policy
consultant Roger Liddle, in their book The Blair Revolution - can New Labour deliver? (Faber,
London. 1996). They write: "New Labour's distinctive emphasis is on community. This is not a soft,
romantic concept ~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 idea, and is the heart of the
stakeholder economy New Labour wishes to create. It means teamwork - working and acting together
in companies, in local neighbourhoods, in the country as a whole to get things done. It means
mutuality - rights and responsibilities 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 reach their full potential alone, and nor will the "free" market
ensure it either. They need the opportunities that come from being part of a strong community tl.at
acts together to back up their efforts - for example, by ensuring a high-quality education system and
a health service. Thirdly, rights carry with them obligations. Yes, young people have rights to a much
wider range of opportunity, but with the backing of the wider community goes an obligation to 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, shareholders, bankers,
long-term sub-contractors and customers.... We know that we live in a new global economy and that
there is no alternative to that. We stand for a strong society and an efficient economy because we need
both, and each needs the other. 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 jobs, education and training programmes aimed at taking youth off the dole and into work, the
introduction 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 131996. See
also, John Kay, The Business of 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 democracy, in which, in most cases, people have little effective power over the day-
to-day workings of government. This may be a contributing factor to 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 despair, and lack of confidence in the dominant values ofthe system.
(See "Generation X and the New Work Ethic", Demos 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 corruption referred to above, this has contributed to a weakening of the
significance of party politics and of government, and therefore, by proxy, the strengthening of the neo-
liberal agenda. Only in Italy was the crisis of legitimacy so profound as to force an overhaul of the
entire political system, though in various ways there have been limited signs of adaption elsewhere.
One example is the widespread interest in issues of citizenship and constitutional reform in response
to what Lord Halisham called the "elective dictatorship" of the Westminster system in Britain, which
led to the launch of the Charter 88 campaign for constitutional change. These concerns were taken up
by both the Labour and Liberal-Democrat parties through their advocacy of significant constitutional
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
government and the ~,g' :l1gthening of local government, significantly weakened and replaced by
unelected quasi-state bodies ('quangos') 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 agenda to prune back the federal stare 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 higher 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
personal resources to strongly influence it, and who are able to attract a significant proportion of the
popular vote (Ross Perot, Silvio Beriosconi, Winston Peters, James Goldsmith). A related development
hes been the growth of far right parties, previously regarded as fringe phenomena. The point here is
that the collapse of communism has been one of several catalytic factors prizing open areas of
constitutional politics which for so long had seemed sacrosanct.

47. See 2.3 below.

48. Georg Hegel, "Hegel's Philosophy of Right, Oxford University F:ess, 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 ofNation~ Penguin, New York, 1979

51. Francis Fukuyama, The End of History and the Last Man, London, Penguin, 1992, p XII.

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

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

54. The term neo-Iibezalism, usually reserved for the e-conomic radicalism and aggressive individualism
of the new right and sometimes to the political manifestations of this radicalism, is derived from the
neo-classicalliberalism of free market economics, rather than the political liberalism associated with
an emphasis on human rights, the rule of law and equality of opportunity. It is distinguished from the
more genera! term "conservatism", which has no inherent ideological slant beyond reflecting a desire
to conserve - the opposite thrust from neo-liberal radicalism. This often appears confusing because -
partly for reasons of emotional impulse, but more particularly out of political necessity - economic
nee-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 rhetoric 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 often leads to an uneasy co-existence of contradictory political
philosophies. For example, neo-liberals advocate the extension of the market to all walks of life - a
factor which has 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 ;f'dustry
contributed to the livestock feeding practices (specifically the use of sheep brains, some of'whicn were
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 to human beings in the form
of Creutzfeldt-Jacob Disease.

56. According to 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 prevents inflation and balance the budget. The combination of low rates of growth and low rates
of inflation hal) provided substance to the challenge to this view. Among other things this has
suggested that changes in fiscal policy, and changes in the interest rate, have a major impact on the
level of demand in the 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 40 percent in 1995
(figures quoted in The Independent April 18, 1995). According to figures cited by Handy, the top 10
percent of earners in the United States are paid six times as much 'lS the bottom 10 percent, whereas
the ratio in Germany is 2: 1. (Handy, op cit, p 27). In Britain the overall trend during the 20th century
has been towards a reduction in the relative 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
]1.990 the income of the bottom 10 percent declined by 14 percent in real terms while the average
household income rose by 31')percent. (Handy, op cit, p 12). By 1995 the richest 25 percent in Britain
owned 71 percent of the wealth, according to Wolff. (op cit)

58. In the US the top rate of income tax tell 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 tax fell from 26 percent to 9 percent.
(US Department of Commerce figures quoted in The Guardian, November 4 1996).

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 to 1.7 percent,
while in same period the top marginal rate of taxation fell from 78 percent to 31 percent. (The
Guardian, op cit).

61. According tv statistics released by the EC, the Deutsche bank and the OECD 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 18 - 25 age group, with 24 percent of France's unemployed coming :rom 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 1030 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, October 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 internet). In many respects neo-
liberal economic policies were a response to this shift in power, and the related need to create a more
attractive climate for investment in the face of increased competition from the East, as well as a
response to demographic forces which, particularly in Europe, have seen 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 socia! democratic parties into policies Aimedat 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 pa.ties, as well as among
the 'Clinton Democratics' in the US - has been to shift woitare support into a mechanism for
encouraging training to 'empower' individuals and move then away from the 'culture of dependency',
while at the same time reducing some of the scope of its uni rersality and encouraging private rather
than state pensions. The US, with its more flexible, less regulated, less unionised labour market, lower
taxes and social expenditure and higher income differential, has been more auccessful in creating jobs
during economic upturns than Western Europe. Between 1970 and 1990 the US economy created 38
million jobs against 10million in Europe, 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 EU countries rose by 10 percent (of which only 3 million were new private sector jobs,
compared with 7 million in the public sector). However, real wages in the United States rose by less
than half a percent each year - one third the rate in Western Europe. (OECD statistics quoted in
Independent on Sunday and Time International, op cit). The US, however, has not escaped 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 total of 176 000 manufacturing jobs
disappeared in the United States in 1993, according to US Labour department figures quoted in Till'&
International (op cit), with workers being required to work longer hou.s than previously at lower rates
of pay. According to Juliet Schor, the average Americans worked 164 hours per year more in 1992
than 20 years previously, (cited in The Overworked American, New York, Basic Books, 1992). It is
also worth pointing to the social costs of the US system, with, for example its starker social divisions
ann far higher levels of violent crime. For instance, according to FBI figures, the number of murder
victims in the US in 1993 was 24500 compared with 675 in England and Wales. (figures 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 US, but significantly lower than that in Britain (35 percent) or the Western European
average (41 percent). (figures quoted in The Times, 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 OEeD economies,
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1.8 percent in Latin America and the Caribbean and 0.1 percent in sub-Sahara Afiica. ("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 Asian
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 state 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 coordination 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 extended 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 technology. In both economies there was extensive public
investment in area'> 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 measures 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, Harnish
Hamilton, London, 199:5.

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, Hamish Hamilton, New York,
1995.

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

71. He argues that capitalist societies with strong family structures but weak 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 often does not exist.
Examples he cites include China, Taiwan, Singapore, France, Italy and Spain. Japan an.J
Germany, on the other hand, can be distinguished from these in that they have a significant
network of community and voluntary groups not based 011 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 a 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 capital is being depleted rather
than renewed. (Francis Fukuyama, Trust: The Social Virtues, op cit.)

72. In answering the question of why capitalism emerged in the west rather than anywhere
else, Weber stressed 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. Francis Fukuyama, Ibid.

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
prompts higher savings, and further investment. This argument about the 'multiplier' effect
of investment is in many respects the opposite of the neo-Classical view that it is high savings
which produce high investment (and which therefore suggest policies to encourage savings -
mainly through controlling the money supply and thereby "cooling" the economy by
controlling inflation).

76. Neo-Classical economists continue to argue that there can be no such thing as involuntary
unemployment - defined in terms of unemployed people being willing to work at the going
wage, given the opportunity. Keynesians argue the state of the labour market is largely
dependent on factors outside of employee's control - and in particular to the level of
investment in the economy, and reject the idea that in a low-investment cycle, workers r-an
simply price themselves into jobs by accepting lower wages.

77. 1M Keynes, "The General theory of Employment, Interest and Money," Quarterly Journal
of Economics, February 1939, p 163.

78. Ibid, p 213.

79. Hutton puts it like this: "Try as they may, free market economists ... have been unable to
box human and economic activity into the same constructs that make the ideas work in theory.
The complexity and variety of rationalities of human response do not fit the naJ.TOW
requirements of economic rationality. In the real world in which goods are produced, rather
than the state of nature in which they are hunted and gathered, it turns out - contrary to the
theory - that production can be increased without returns falling. It can be difficult to soak
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up demand. And it proves impossible to provide a watertight account of how the simple
exercise of choice and its impact on market processes can bring tile market economy to an
unimprovable outcome. Markets turn out to be unstable, irrational and quite capable of
producing perverse results - exactly what happens in real life." (Hutton, op cit, pp 227 - 228)

80. Paul Omerod, op cit.

81. For example, the layout of a typewriter keyboard, the Sheffield steel industry, the
Japanese car industry.

82. Interview in The Guardian, June 5 1995 and expanded on in Paul Krugman's book,
Peddling Prosperity, Norton, New York, 1994.

83. The neo-Classical view is based on the assumption that the laws of supply and demand
produce predictable outcomes, which is based on the notion that there is a stable point of
balance where marginal gain from one form of economic transaction is canceled out by an
equivalent marginal loss. Critics of this view of market rationality argue it assumes a pattern
of costs and rewards not existing in the real world. The marginal costs ofincreasing a fun's
output can fall continually, thereby removing limits to expansion - a situation common in the
experience of large firms which are able to retain a substantial lead over their competition,
allowing their costs to keep on falling. Massive investments in marketing, purchasing
networks and distribution can create virtually unassailable positions within a particular market.
The corollary is that gains need not fall at the margin, particularly where conspicuous
consumption is concerned, for the simple reason that human beings do not always purchase
according to what the market might consider rational reasons. (See for instance, Paul Omerod,
The Death of Economics, Faber, London, 1994; Hutton, op cit, and Krugman, op cit.)

84. The policy implication - though not one that Klugman embraces - seems to be that if
governments or private investors can foster these clusters of economic advantage, and succeed
in "locking in" an early competitive advantage, this can result in 'virtuous cycles' which can
boost growth and raise living standards - precisely what happened in several of the East Asian
economies.

85. Tracing the history of its use, from post-war, existentialist origins, through the 1960's
counter-culture to structuralism, deconstructruction and onto its modern, all-inclusive
definition, Bradbury concludes: "Thus, over time, the term has co-existed with nearly all the
things a post-war cultural life could exist with: existentialism and post-existentialism,
structuralism and post-structuralism, deconstruction and post-deconstruction, feminism and
post-feminism, the new historicism and the post-new historicism. One of its characteristics is
the addition of the post-prefix to almost all things. It has meant everything and nothing,
presumably roughly miming the condition of culture, or post-culture, it has meant to describe
and define." ("From here to modernity", Prospect, Issue Three, December 1995, p 37. This
article also appeared in the December 199:5 edition ofInternational Affairs).

86. Ibid.

87. David Harvey, The Condition ofPostmodemity, Blackwell, Cambridge and Oxford, 1991,
p 41.
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88. Anthony Giddens, Beyond Left and Right, Polity Press, Cambridge, 1995, p 252.

89. Ibid, p 253.

90. Scott Lash and John Urry, The End of Organized Capitalism, Polity Press, Cambridge,
1988, pp 5 - 7.

91. Noamh Chomsky, "Profits of doom", lecture delivered in London, May 25 1994, published
in New Statesman and Society, June 3 1994, P 24.

92. Ibid

93. Giddens, Beyond Left and Right, op cit, pp 4 - 5.

94. The most significant of these was the collapse of the former Eastern Bloc socialist states,
their fragmentation into smaller nations, principalities and tribes and the parallel growth of
often-xenophobic forms of ethnic nationalism, which has been a parallel development to the
weakening of the nation state more generally. In one sense it represents a desire, in a post-
modern age to return to pre-modern forms of organisation, though more specifically, in
several cases, it represents a release of ethnic and tribal identities which had been suppressed
during the Cold War. This has been accompanied by a reduction in the willingness for
Western governments to intervene substantially - either to support struggles for self-
determination (which was once a centre piece of the anti-communist thrust) or, at the other
extreme to prevent 'ethnic cleansing', unless their own economic and geo-political interests
are directly and seriously affected (as was the case with the Gulf War and, eventually, the
Bosnia).

95. Perhaps the most notable disorganising feature has been the trend towards fmancial
deregulation and the globalisation of the major stock markets of London, New York and
Tokyo. These are now interlinked through continuous interactive trading, with the result that
their exchanges are, as Hirst put it, "vulnerable to, rapid movements of large volumes of
footloose capital." (see Paul Hirst, Ass.ociativn D~moct@Y, Polity Press, London, 1994, p
113).

96. The micro computer 'revolution' !lrd related developments in mass communication has
been the most significant teclmological advance of the past half century. and has made a
major contribution towards breaking down existing power structures, replacing them with new
ones, red.ucing the power of nation states, diluting local cultural and national traditions and
increasing the volatility of markets and of economic transactions more generally. New
technologies have the capacity to cross borders, interact with one another and to bypass the
censor. To take one example, governments have lost much of their powers of censorship
through their inability to control access to the Internet and block reception of satellite
television channels.

97. Examples which suggest the faith in human mastery over nation has been misplaced
include: the inability of internation:al organisations to control the global effects of pollution
and other environmental threats (of which the growing hole in the ozone layer and the
'greenhouse' effect of rising temperatures are vivid indicators); the emergence of new plagues,
disease patterns and antibiotic-resistant strains of virus that medical science seems unable to
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control, and perhaps was inadvertently responsible for in the first place, and which threaten
to prompt a return to the days when people routinely died of common infections (the wave
of mass tuberculosis infection. perhaps being an even more decisive indicator than the illV
plague), the transfer of fatal animal diseases such as BSE to humans (in the form of
Creutzfeld-Jacob Disease), either as a result of eating herbivores whic' had been fed the
remains of Scrapies-contaminated sheep offal or as a result of the intro..action of organo-
phosphates into the feeding system; the decline in male fertility in western Europe as a
consequence of oestrogen-rich pollutants; the production of ~.,'.', "cultures exceptionally
vulnerable to disease through the development of high-yielding I", :.. 18 a result of genetic
engineering in the agricultural sphere; and, from a different perspec., .e, the failure to stem
the rate of population growth in much of the Third World.

98. As one pamphlet on the subject put it: "Because we can never measure the starting
conditions exactly, chaotic systems are unpredictable. The weather is the classic example of
a chaotic system: if a butterfly in Bognor flaps its wings it could, in theory, change the
weather conditions enough to cause a hurricane in Hawaii" ("Chaos: making sense of
disorder," pamphlet produced by the British Science Museum, London, 1995).

99. See M. Mitchell Waldrop, Complexity, the emerging scienc-
chaos, Simon and Shuster, New York, 1992.

edge of order and

100. Frederich Engels, Dialectics of Nature, Lawrence and Wishart, London, 1987.

101. Among those who have taken this path are scientists at the Santa Fe Institute who first
coined the term 'complexity theory', and whose work is described by Waldrop Copcit). They
argue their theories have as much relevance to aspects of the economy (oil prices, the motion
of the stock market) and other aspects of social relations (such as race relations) as to the
world of particle physics. In one sense this kind of thinking is reminiscent of the spurious
logic employed by Engels when he used his observations about 'evidence' of dialectics in the
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CH.APTER THREE

~USINESS AND POLITICS IN SOUTH AFRICA

3.1 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 a mutuality of

interest between business and the state which ensures they can never be divorced from one

another. Business is reliant on the state to create or maintain the conditions necessary for it

to survive and reproduce 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 local 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 government laws and regulations concerning, for example,

health and safety, hiring and firing their employees, collective bargaining, exchange control,

import and export licenses, and even what goods and services they may trade in. In addition,

they may wish to bid for tenders put out by one or another branch of government, or to apply

for exemptions from this or that regulation or, where such legislation applies, they may make

use of state industrial mediation services, or their employees 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 operation they will have to deal with variety of state

functionaries - tax inspectors, 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 connected to the political process, even in the least politicised

business environment. And this, in turn, tends to prompt a political interest or a variety of

political interests, and a more direct engagement with the political processes. In many

countries businesses or businessmen may need or wish to bribe state officials to get what they

want. Or they may lobby Some branch of government or individual within it to have a law

changed. They may also provide support for a particular political party because its policies

"luittheir interests (lower taxes/free trade/protection/loosening exchange control/changing 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 advantage for an individual 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 university with .ne 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
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They had to negotiate their way around the Croup Areas, Population Registration and Separate

Amenities Acts, and, in the mining industry, aroundjob reservation. Their black workers were

often functionally illiterate as a result of apartheid education 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 contributed to large dividends for several generations but at the same time these laws

impeded the emergence ofa permanent, uzbanised 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 black workers until 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 19708 and 1980s.

Inmost 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 to feed

the apartheid bureaucracy and the military, which in turn, however, provided lucrative

opportunities for tenders and sub-contracting. They faced exchange control 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 from 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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Businesses therefore had to find ways negotiating this relationship with the government, the

ruling party and the state, and later with oppositional forces, inorder to influence the political

situation 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 politicised 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 to present a fuller picture of the scope of their

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

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

journeys to and from work. By the 1980s they faced trades unions with socialist aspirations

who regarded them as part of the apartheid edifice, and white employees who wanted this

edifice to remain in place. They were confronted with calls to assist state intelligence

gathering and security structures and at the same time, pressures to be seen to be opposing

the govemment.

3.2 CAPITAL, THE STATE AND POLITICAL ALLEGIANCE

The primary conflict inSouth African society 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 people). 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 well beyond the time of the arrival of the Dutch from

1662, and partly because the: state defined its su~jects 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, more accurately, racial classification, even if day

to day activities did not prompt a consciousness of this dimension. And, if anything, this was

a more overt consideration for black South Africans, who, whatever their income or status,

were reminded daily of their subservient status as a result of their colour and racial

classification This has invariably been a more pertinent factor in determining the parameters

and scope of political activity than other 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 democracy established at Union after 1910. African

subjects, in contrast, 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

capital'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 state,(or, for that matter. within and between the unions and

other mass oppositional formations). Rather, it was this 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 until the late 1980s. As David Welsh argued, "South Africa's business elites

are whites before they are entrepreneurs"," Within these boundary lines, companies, business

organisations and individual businessmen responded in a variety of ways to the political

conditions and forces they were confronted with at different times. Before periodising these,

it is worth providing a flavour of aspects of the debate on how tv characterise the relationship

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

At both the academic and the political 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 operated

from an a-priori assumption of an inherent conflict between the interests of capital and the

apartheid state. At the other pole, those working from a Marxist-inspired tradition assumed

a congruence of interest between capital and the stale. Within these poles there have been

various shades of emphasis and several notable exceptions', but these two broad perspectives

tended to remain mutually exclusive, within 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, a 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

unfettered by state intervention. The role of government is restricted to a few fundamentals,

of which securing the peace, maintaining the rule of law and protecting the currency are the

most important. It follows from this that beyond these confined limits there is a necessary

contradiction between the interests of capital and of the state, particularly if that state is one

which restricts economic freedoms, as the apartheid state did - a view first articulated by

liberal economic historians like Ralph Horwitz soon after apartheid policy was first

formulated".

A related, though not necessarily consequential, article of faith focuses on the inherently

modernising role of capital: that capitalist economic growth ultimately sweeps away archaic

systems of thought and state systems, and all that stands in the way of free enterprise and

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 Afrikaner 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 - urbanisation, trades union power, the rise oi the black middle class, the needs of

local and foreign business - would steadily undermine apartheid until it ceased to be viable

by the 1980s and would eventually usher in a Western-style democratic system? A cruder

variant of this confidence in the healing powers the market, came from the guru 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 mechanism of voting enal, ~., r~ople to achieve their own objectives more

effectively than the mechanism of voting through a political process. And this is of course

enormously important for countries like South Africa '" One of the beauties of the market

mechanism is that it is colour blind. It enables people to co-operate together in their daily

affairs regardless of whether they agree on political ideology, on religion or an any other

aspects of life."s

In her considerably more nuanced and less rigid historical approach, Merle Lipton recognised

that in the first half of the century farmers and mineowners supported segregatory policies

because they facilitated the supply of cheap, unskilled labour, but she stressed the escalating

antagonism between capital - particularly manufacturing capital, and the post-1948 South

African government, portraying these two forces as being in a state of perpetu. ( '. '"Inflict,

mainly as a result of the need for skilled labour and fo~ a larger internal marxet, 9 Her

argument followed from the view that manufacturers and later mine owners had little vested

interest in apartheid policy. "The dominant capitals in SA did not support Afrikaner

nationalism; 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 perception 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 inexorable

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 between the two led to

a voluntary abdication of power: "Apartheid was an effort to permit the industrial

development of South Africa based on the use of black labour, while at the same time seeking

to reverse and prevent the urbanisation of South Africa's blacks that is the natural concomitant

of any process of industrialisation. Such an effort at social engineering was both monumental

in its ambition and, in retrospect, 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 to an acceptance on the part of

a majority of Afrikaners of' u new system of power sharing with blacks .... What permitted

regime change was the voluntary decision on the part of at least certain members of the old

regime to give up power in favour of a democratically elected government. While this willing

retreat from power was always provided by some immediate crisis, it was ultimately made

possible by a growing belief thai democracy was the only legitimate source of authority in the

modern world. ... So much then, for that bit of conventional wisdom that maintains that

'nobody gives up power voluntarily'","

This view - also adopted in the late 1980s by South African writers such as John Kane-

Berman, Hermann Giliomee and Laurie Schlemmer, 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

capitalist economic growth, then it would follow that any political strategy restricting

economic growth would be anathema to the goal of ending apartheid. Therefore, ill this view,

sanctions, the 'armed struggle', even mass political mobilisation, were at best unnecessary and

counter-productive (though there were certainly others within the liberal tradition "."\>"

acknowledged the 'final blow' impact of such measures").

The starkest fallacy in this argument arises from the rigidity (If its simplistic contemporary

conclusions: that economic growth led to the voluntary abdication of power by apartheid's

TIllers and that pressures of a contrary nature merely inhibited this process. Certainly, one

cannot contest the central thrust of the position put by O'Dowd, Lipton, Kane-Berman",

Giliomee and Schlemmer" and many others within the South African liberal tradition, that

the forces unleashed by economic growth - urbanisation, the establishment of a permanent

black labour 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 population, prompted the gradual disintegration of the

epartheid edifice. But 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.
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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' alternative along Malaysian,

Chinese or even Chilean lines. It would be hard to dispute the success of the financial

sanctions of the late 1980s15 (when combined with related international interventions"), in

concentrating the minds of a section of the ru1ing set on the alternatives to continued white

rule. As Chris Stals, governor of the South African Reserve Bank, put it shortly before the

1994 general election: "The persistent outflow of capital has been our main problem. The

disinvestment campaign, financial sanctions, the withdrawal of loan foods, the withdrawal of

foreign banks - all these actions in the end were much more effective than trade sanctions.

It forced us to follow a restrictive macro-economic policy. For eight or nine years we had to

run a current account surplus to finance a capital outflow. 1117

These international dimensions in turn fed off 'mass resistance' and the internal 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 peak precisely at the moment of end of

communism and the failure of South Africa's Angolan adventure, which, together, prompted

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 NP2I, created the conditions which prompted F W de

Klerk to sue for peace in 1990. At the same time, and subsequently, the prospect of the end

to financial, trade, sporting and cultural sanctions, and the return to international 'normality',
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provided a powerful incentive to the white population to back negotiations over political

power. It would be incorrect to describe this, as Fukuyama did, as simply a "voluntary"

abdication of power by the old regime - a view borne out by a consideration of its attempts

to hold 011 to power through clandestine military means during the four subsequent years of

white rule." Rather the process of negotiation that began in 1990 came about as a result of

a shifting of the balance of political forces, ill which the white government recognised it could

no longer rule alone, and therefore that it had little option but to deal with its enemies, while

the black opposition, particularly from the ANC, recognised it could not seize power through

military means or through insurrection. As Welsh put it: "The decision by State President FW

de Klerk and Nelson Mandela to initiate a negotiation process ... reflected their mutual

recognition that the conflict was deadlocked. Perpetuating the conflict could mean only

intensified violence and further economic decline. ,,23

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 apartheid'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 between the agents of the market (businesses)

and apartheid. In reality the relationship between the two was rather more complex than this,

as the less simplistic liberal histories, like Lipton's, concede, Contrary to Friedman's faith,

the markets in South Africa seldom achieved a state of 'colour-blindness' 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 argued in chapter two, the market does not exist in an

exalted state of nature, and its agents are not simply individuals making their choices on the

basis on unlimited information 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 ';beir language, and who make their decisions on the basis of limited, incomplete

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 mentioning the opposite 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 rolo in

protecting the process of capital accumulation. The characteristic form the relationship took

was one of "public antipathy and private passion ."24 In South Africa, he argued, the

congruence of interest between capital and the state was "almost without equal in the modern

industrial world'!", despite the rhetoric in the opposite direction and a "pervasive conspiracy

of silence't" 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

usefui antidote to the nco-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 African 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 (k,,,j;··1.tr;d their interests as members of a social class, and, as a result, in

common with most white citizens, comparatively few developed a vision of a viable existence

somewhere over the rainbow of white-dominated rule." 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 securing the reforms of the 1970s and 1980s. Rather, the point

to make is that the version of history portraying a liberalising business sector in a state of

perpetual anomie with the apartheid state is an incomplete and therefore inaccurate one.

3.2.2 Revisionist focus on harmony between capital;md the state

The concern of much of the writing of the writing of the revisionist wave of the early

1970s28 was to challenge the liberal view of dissonance between capital and apartheid, and

its faith in the liberalising potential of economic growth (in contrast to the traditional Marxist

view of capitalism sweeping away the last vestiges of feudalism 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 black working class (by providing subsistence

for workers' families) and therefore creating the conditions for capital 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 retrospect, 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 Marxists who drew directly from the old masters. As

Lenin put it, the state was "a product and a manifestation of the irreconcability of class

conttadictions'F' or was Marx and Engels would have!' "he executive of the modern state

is but a committee for managing the common affairs of the whole bourgeoisie" .30 Some

modern South African variants of these positions similarly suggested a complete commonality

in the interests of capital and the state, arguing that political 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 same 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 allowed a discreet 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 internationally, 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 scoreboard of the class struggle; an aspect of

its relative autonomy emerged from the fact that its form was distinct 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' .37 From this came the categorisation of South

Africa as a 'racially exclusive bourgeois democracy' in which the state presented itself in

different fOl.TI1sto various subjects - as a 'bourgeois democratic' nation state to its white

subjects and an overtly oppressive state to its black, and particularly African, subjects." Not

far from this conclusion was the position of the SACP (and, in moderated form. the ANC39
),

which characterised South Africa's condition as "colonialism of a special type", rather than,

for instance, "racial capitalismv'". This emerged from a perception that the origins of South

Africa'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 gymnastics allowed

was an approach stressing the autonomy of the state and of political processes from direct

class interests, while retaining the politically necessary veneer of a Marxist pedigree.

However, revisionist 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

determinism of the paradigm itself, involving an assumption that class struggle ultimately

determined all social relations.f Politics was ultimately a product of class forces, understood

in terms of a relation to production. Whether directly, or in the 'last instance', the economic
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determined the political. It involved an assumption that the capitalist state operated broadly

in the interests of capital (as its executive 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 Marxists 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 impulses, with the outcomes read off in advance. 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 deterministic view comes from the observation that states,

governments, political parties and politicians frequently display a good deal more than relative

autonomy from the supposed class forces behind them than such theories allowed. It is one

thing to say that there is necessarily a mutual dependence between capital 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

governments, 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 committee men, and in each

case their policies, which had an immense impact on the ability of business to do business,

cannot be fully understood without understanding the psychology, individual histories, political

culture and organisational dynamics 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 interests. For example,

Borha'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 described as a 'Third Force" strategy

oflow intensity war against the ANe after its unbanning. Through the violence and disruption

this fostered, this decision had a profound negative effect on capital in general, yet in 110 way

can it be reduced to the interests of a specific class or fractional interest, but rather it related

to the desire of a power clique to retain 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 lay behind the post-Marxist recognition in the 1980s of the need to cut the

umbilical cord of the 'last instance' by removing the necessity for the relativity of the state's
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autonomy, and encouraged a shift towards focussing on politics, culture and ideology as

discreet sites of analysis, influenced, but not determined by the economic dimension."

Skocpol proceeded from the view that capitalism in general "has no politics?", and attacked

Marxist perspectives on the state for their assumption that politics worked optimally in the

interests of capitalists. Instead, she suggested the potential for a more complete autonomy of

the state and advanced an approach which made no assumptions til:; to whether or to what

degree this existed.f Applying a similar, non-prescriptive approach to South Africa, Wolpe

argued that the "relationship between capitalism and white domination in an historically

contingent, not a necessary one," and added that "it cannot be assumed a-priori either that the

relationship is eternally contradictory or functional.?" ~."mn took this stress on autonomy

a step further, by arguing, in contrast to Marxists and others like Yudelman who assumed a

congruence of interests, and in contrast to liberals who assumed an inherent antipathy, that

there was no given relationship between capital and the state, and that instead what was

required was an open-ended approach to analysing it.48 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.v" He went on to elaborate: "The Confucian

culture which Japanese business nurtured is strikingly at odds with the aristocratic norms so

attractive to English industrialists, with the Protestant ethic discussed by Max Weber, as well

as the code of the Mafia, with its part;::'1l1arunderstanding of honour ana. familial loyalty.

Likewise, the variety of ways in WI 1Cl the bourgeoisie has engaged in political activity defies

insertion into a rigid conceptual schema. ,,50
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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-liberal variant - was that

despite this, writings from this perspective shared with Marxism a tendency towards economic

determinism, albeit with a very different conclusions. As mentioned above, in this 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 contention

which, in South Africa's case, was frequently incorrect." In this respect the revisionists were

often closer to the mark, particularly 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, though both currents were present. While it is certainly correct 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 capita] and the state, the ties that bind are never absent. In South Africa these are

multiplied by the fact that government representatives, senior state 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 legacy of Dutch and British colonialism, and the process of conquest which followed

from this, created the platform for the racial division of political power and economic

resources which exited through most of the 20th century. From the time of Union until the

transfer of power 74 years later, the national state remained a racially-exclusive one, in which

power was regulated through parliamentary democracy. 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, net least because this was the source of their 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 AfricanlUnited Party governments of Louis Botha and Jan Smuts

tended to favour the interests of mining capital and later manufacturing capital as ., '1 - in

Smuts' case to the point of using his troops to crush a strike wave by white workers. For the

NP-led government of IBM Hertzog greater emphasis was placed on the interests of white

workers and the 'poor white problem', and on agricultural capital. Under the early 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

priorities. By the 1970s under BJ 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 rhetoric, those of capital specifically, while there was also a subsidiary recognition of the

need to win over sections of the black population 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 retreat 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. All he could hope for was to salvage

'power sharing' from the wreckage.t''"

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 contesting

state power. Various sectors within the business milieu (of which divisions of industry, scale

and language were the most important) sought to influence governments to pursue policies in

their own interests and sometimes in wnat they considered to be the interests of capital in

general, or the country as a unity - usually without questioning the general premises on which

the racially exclusive state was founded. Some also sought to create environments on their

own premises 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 fundamental effect on the future of the country as a whole.

rue post-1948 drive 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 profound 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 capital 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 1948. The tight, but sometimes conflictual, bond between 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 was the most important.f 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

Giliomee, between 1949 and 1975 the share held by Afrikaner business in the private sector

rose by over 100 percent." This does not imply a 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 proportion of the African population had the right to

permanent residence in urban areas, throughout the post-war period the 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 took 20 years for them to 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 policy under Malan, Strijdom and

Verwoerd 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 their reservations about

entering the policy terrain were not only due to the government's refusal to accept criticism

or to 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 achieving 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 1960s, 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 Europe. Even if this performance was Jess

spectacular than once assumed", and as Verwoerd acknowledged, was below the optimum

growth level 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 generally were good - and the government was a dangerous enemy to

challenge. ,,60 Lipton, however, argues that compliance 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 opposition to many apartheid labour policies, and is based on a post

hoc ergo propter hoc fallacy ...".61

This was also a period of significant initial interpenetration between English and Afrikaner

capital - a development encouraged by some English businessmen for political reasons. A

prime example was the 1964 decision by Anglo American chairman Harry Oppenheimer, to

allow Federale Mybou to take over General Mining as part of what Lipton 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 the

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 playa full part in the economy, far lower

138



growth rates would be Inevitable." It might be added that the low white population growth

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

By the early 1970s bug business, and particularly its English component, became more

concerted in agitating for policy changes, mainly in the realm of education Sind training.

Business also began to contribute substantially to educational causes, and its efforts prompted

a gradual relaxation ofVerwoerdian educational policy. By 1973 a'verligte' wing of the NP

was emerging", encouraged by increasing business confidence in call for an end to petty

apartheid and for educational and labour reform. These calls were soon endorsed by the AHI

and the politically powerful Sanlam group. An aspect of the change 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 to English speakers and his desire to

consolidate white, rather than Afrikaner, unity. Business felt freer to lobby sympathetic

cabinet ministers than previously, were encouraged to participate iet 'he Economic Advisory

Council and emboldened by Vorster's advocacy of 'detente' in Africa and his willing to stand

up to the extreme right. 68

But it was the beginnings of a 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 1. ternational press ure in the form of sporting and economic

sanctions, the escalation of guerilla wars in Zimbabwe and Namibia end the end to Portuguese
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rule in Mozambique and Angola. Pressure from big business increased and a 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 African history. It was widely recognised that individual South Africans had to do

something practical about the situation ... This feeling was particulatly strongly felt in the

business world. ,,72 One business response was the creation of the Urban Founda.tion in

December 197673, aimed at assisting the creation of a stable, urban middle class as a

safeguard against revolution, and at building a deracialised economy - mainly through

sponsoring black home ownership. After initially avoiding political involvement and

concentrating on its development agency role", the UF soon combined this with a role as

a low profile political pressure group, marshalling alliances against government policy and

lobbying for policy changes - particularly regarding the movement and settlement of Africans.

Piecemeal reform continued in the remaining Vorster years, but it took the 'bloodless coup'

of 1978 before the pace of change began to satisfy big business, and even then, 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 unions, the relaxation

of segregation through the scrapping of discriminatory legislation, the re-allocation of

resources towards housing and education, an.d 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 the banner of 'Total Strategy' was laid with the ascendancy of the military

within civil affairs, to the point where, through the State Security council and National

Security Management System", the SADP came to challenge the cabinet as the instrument

of decision making within government 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 .AJ"TC,and using networks of state agents to harass

or assassinate opponents inside and outside the country - all under the notional umbrella of

a low intensity counter-insurgency war, deemed necessary to overcome the 'Total Onslaught'.

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 Samuel Huntington noted that "the essence of the

reformer is that he must employ ambiguity, concealment and deception regarding his goals,"

adding that he must Blitzkrieg" to deliver substantial reforms without losing key constituencies

along the way, and that he might have to narrow democracy before he can broaden it.78 This

offered a rosy rationalisation for the Botha approach, 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 its 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, particularly since the rhetoric was accompanied by significant reform.
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The relationship between business leaders and 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 government policy. In general

contact between fDvernment 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 government in the economy and an

enthusiasm for 'free' enterprise. Support for supply side economics became particularly vocal

from business and from some government representatives 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 trailing 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 belated commitment to privatisation), with the result

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

The government made a concerted attempt to 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 to "strengthening free enterprise and introducing orderly reform."82 This was

followed by the Good Hope Conference two years later, attended by 600 business delegates,

where Botha stressed 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 its own
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sovereignty here was integral to 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 committees and commissions, business channelled its concerns through

lobbying government and state representatives on a far more concerted scale than previously.

Tins was undertaken either by individual 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

initiatives 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 Commission", whose membership included business representatives". Its

recommendations led to the extension of the definition of 'employee' to African workers

(thereby allowing the registration of African-based unions), and to the establishment of an

Industrial Court to mediate disputes. Over the next 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 union members, dropping compulsory union

registration and softening the regulatory aspect of the new law. Instead of controlling 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 objective shifted to one of

establishing a formula for labour and capital to co-exist, rather Ulan one of controlling labour,
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and this led sectors of 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 Xedto the CP's birth. The effect was to remove several apartheid extremists

from the party and open the way for important policy changes, including the repeal of influx

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

opposition 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 unemployment rising and a

major increase in the rate of insolvencies and liquidations." And despite deflationary

monetary policies, inflation continued to rise during a period 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 prompted 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 cases, its violations of the rule of law." the

strains became even more apparent after the declaration of the partial 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 leaders, criticising

economic and social policy and calling for the realisation of black political and economic

aspirations. Much of this was a result of sanctions and disinvestment which affected

indigenous capital in a variety of ways97.

145

This sense of urgency became more profound after Botha's 'Rubicon' speech, and business

leaders began adopting elements of the rhetoric of extra-parliamentary groups, 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 and the unbanning of the ANC. Faced

with unprecedented challenges to their legitimacy from black communities, business sought

to retain an high political profile and became more confident about speaking out against

government policy. For example in January 1986 the FCl published its South African Business



Charter of Social, Economic and Political Rights which advocated universal suffrage, 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. ,,99 Such criticism also involved the AID and leading Afrikaner

businessmen.l'" This period also saw widespread support for new constitutional negotiations

and a growing sense from business of its identity as a distinct constituency, more liberal and

directed than the state in its commitment to fundamental reform. As Premier CEO Tony

Bloom proudly noted, "the South African business sector is the only one in the world to the

left of its government. "WI

Support for negotiations led to active business involvement in the five year pre-negotiations

preamble. Business had long been involved in negotiations with independent trades unions and

after 1985, as a result of successive crnde boycotts, chambers of commerce and individual

businesses became involved in direct negotiations with black community and political

organisations in various towns and cities.102 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.l'" In addition, the first of a

spate of meetings and conferences involving business leaders and the exiled ANe

leadership 105 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 Zambia for two

days of talks. In this wayan ethos of negotiations and a familiarity with extra-parliamentary

groups was fostered. Even when the political activism of business tailed offin the late-I 980s,

contacts between business and extra-parliamentary groups continued. Among the most
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significant was the 'Broederstroom Encounter' - an August 1988 meeting between 34 UDF

and Cosatu leaders 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.l" CBM soon expanded this contact to include dialogue with the ANC, PAC,

Inkatha and the government, and its activities were complemented by several other business-

linked forums with similar goals.!" These ventures represented a break with the traditional

pattern of corporate political influence which focussed either on lobbying govenunent and the

state or on statements of opposition to government policy and state action. It marked a move

away from the confines of white politics into 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. lOS

However, the opening of communications channels with the ANC-UDF-Cosatu alliance was

not the only business venture beyond the confines of white politics. In particular, several

companies and business leaders openly backed I11katha.109 Also, the intensity of contact with

extra-parliamentary groups could still not be compared to that with the government, state and

NP.

It would be misleading to create an impression of a universal wave of business opposition to

the governr-ent in this period, however. Rathel', 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 business

leaders (including some who criticised the government) cooperated closely with the state in
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The declaration of the national State of Emergency in June 1986 diluted the emerging

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 Rellyl15 and tho AHI1I6 supporting it and others like Premier's Tony Bloom, the

FCI and Assocom publicly condemning it.ll7 This period was characterised by distrust in

government-business relations, reflected in the government's methods 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 in Bryntirion in Pretoria in November 1986, where, while

a variety of defence and security-related forumsl'? and attempted to win state and parastatal

tenders. In particular, the •.rms industry became a significant source of income for the

manufacturing industry after 1968111, and at most levels of government, the apartheid

bureaucracy created opportunities 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 party funds - a situation which encouraged corruption on a massive

scale.!" Many businesses found themselves performing delicate balancing acts, by trying

to pre-empt pressures from extra-parliamentary groups and at the same time retain their

relations with the state. For example, Mike Rosholt, the CEO of Barlow Rand, was a vocal

critic of apartheid, frequently calling for an end to influx control and criticising educatiional

and economic policy,"! while at the same time Barlow Rand was Armscor's main private

sector supplier, and through its subsidiaries was engaged in several schemes to break the

i:nternational arms embargo. 114
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gaining support for privatisation and deregulation initiatives, he told them he would not

tolerate political demands. Some captains of industry continued to issue strongly worded

critical statements!", but the pressure was easing off and in April 1987 JCI's Murray

Hofmeyr spoke of the "deafening silence of business't.!" One reason for this was the upturn

in the business cycle. Another was the poor performance of the PFP opposition in the 1987

general election - reflecting a mood in the white community which exacerbated the caution

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 FCl went into decline,

partly because it was viewed by many of its member companies as being too political. 120

Shell's John Wilson received a letter of "warning" from Botha for his role in FCl's

condemnation of the Emergency while Barclays MD Chris Ball was saved by Botha for his

role in financing a UDF advertisment calling for the unbanning of the Al"\TC.121Soon 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 programmes.!" But in general there was little in the way of

common political purpose within the business community at that stage.!"
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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 settlement was a priority and that



business had to enter the terram of policy formation. Statements from business leaders became

more confident, prescriptive and specific. For instance Harry Oppenheimer 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

ReIly questioned "Pretoria's cherished myth of the total onslaught" and said the '.ask of new

NP 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 reiterating that the major ANe

'pre-conditions' needed to be met.127 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 Nel argued that the "creative

Minorities" in business "increasingly understand the need to develop constructive relationships

with Transformers in a common striving towards non-racial 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

violence and economic decline that are debatable. 11129 This political confidence was

encourage by other events 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 the September 1989

election results.!" There was a hopeful mood within the business community that a

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

3.3.3 The FW de Klerk years (1989 to 1994)
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The two years after De Klerk became State President were marked by a high level of po.itical

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 political policy was the domain of

government alone, towards an acceptance of the legitimacy of interest group representation.

This reflected an acknowledgement 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

Pretorius put it: "(tjhe combined effect of black industrial and political activity, foreign

pressures, local economic conditions, divisions within the Afrikaner nationalist network - in

short the increasingly complex dynamics 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 irnmediate 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'F which had

dominated during tl,e Botha years with its technocratic and secrecy-obsessed approach to

political management. In contrast De Klerk's 'open door' approach to outside advise led to

a far more consistent 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 departments, particularly those connected with the

economy.!" The unbanning of the ANC and release of Nelson Mandela in February 1990

also prompted a flurry of meetings between business ')1 f,cmisations and the ANC which

focussed business concern on future 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 Reily reflected the optimism of the time when said the "future

today ... is more promising than in the last five, ten or fifty years, offering great opportunity

if we are forward looking, constructive and cooperative in approach." He indicated an

eagerness to built bridges with extra-parliamentary 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.l" Several other business leaders

made similar speeches and statements indicating an openness to a corporatist approach and

a recognition that neo-liberal economic prescriptions were insufficient to meet the needs of

the majority of cltizens.!" This was also a period in which socio-economic 'scenarios'

produced by business groups (including Anglo American, Nedcor-Old Mutual and Sacob)!"

emerged, offering visions about how a future South African political and economic system

might look.

During the first two years of De Klerk's presidency most sectors of South African business

showed reluctance to criticise the government publicly (or for that matter, the ANC), partly

because of not wanting to be seen to take sides during a period of negotiations but also

because, in contrast to the last years of the Botha era, the government was seen to be moving

along the right path through unbanning banned organisations, repealing apartheid laws!" and
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entering what became the Codesa negotiations process. Another reason was the government's

responsiveness to business concerns and De Klerk's constant reference to "collaboration" and

"partnership" with capital. As Lee, Sutherland, Phillips and McLennan expressed it after

surveying 50 business leaders in 1991: "Almost unanimously (they) believed the role of

business in influencing public policy has been legitimised by the new government". 138

However, this upbeat mood was by no means universal in business thinking and did not

represent, for example, the South African Agricultural Union and its members. But within the

realm of big business generally, 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 their joint representations on the Labour Relations Amendment Acts

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

But the mix of economic concern and cautious political hope characterising the public

response from business at this time shifted towards fear, pessimism and economic alarm after

1991. One reason was the downturn in business cycle, which was taking 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.P? 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 honeymoon 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 the political arena and to its own prospects 140,

compounded by the country's economic problems, and relieved only by brief moments of

optimism, of which the sunniest was the period immediately after the March 1992 'Yes" vote

victory in the white referendum.

This pervasive business pessimism did not imply that business disengaged from the political

process. Rather, it was motivated by a sense of desperation, in contrast to the more hopeful

anticipation of the previous two years. Primarily through CBM, company executives expanded

COTI< ',cts with government, the ANC and other groups like Inkatha and the PAC, while CBM

and CBM~link:ed business appointees were also centrally involved in the facilitation of

Codesa!" and others rook prominent roles in facilitating the 'peace process'!", while a

similar process took place at the economic level, 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 into Nedlac in the post-apartheid period. 143

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 subsequently appointed

former Sage chairman Louis Shill as Minister of Housing.!" The early month .. of 1992 also

saw an unprecedented drive from business in support for the government's position in the

M 1. referendum - 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. TIllS was compounded
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by state and government corruption scandals, the revelations of monumental waste which

occurred under a cloak of secrecy as well as indications of state involvement in political

violence. 145 these scandals had the effect of weakening business confidence in the

govermnent, 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, bureaucratic 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 torture in its detention camps, aspects of its economic

policy and its negotiations approach.

From early 1993 a sense of extreme urgency in the political deliberations of business could

be detected, along with a renewed hope 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, hut in 1994 paid Nelson Mandela R2-

million 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.!" This 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 150, with even Tongaat Hullets chairman Chris Saunders, a long-term Buthelezi backer

who had been vocally backing Inkatha initiatives a yea; earlier, distancing himself from the

IFP.l5l This led to desperate appeals from Buthelezi to business leaders for funds and fer

political support, but this was not forthcoming.!"

Despite a massive capital outflow during 1993153 - 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 as a cause for dismay within big business

leadership circles. In 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

more favourable after the election, while 92 percent said there was no threat of nationalisation

and 85 percent predicted an optimistic future for their children or grandchildren.P"

In the run-up 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

lEe head Mr Justice Johann Kriegler berated 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" (although he acknowledged the role played by business in the macro-implementation

of the election plan).IS6
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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 more unified voice for the post-apartheid era that was

drawing near. In late 1993 informal talks were held between Sacob, Nafcoc and the AHI with

a view towards creating a single, unified business body, and these led to 'official' talks in

February 1994. As Sacob deputy president Les Wei! explained shortly before the election:

"The multiplicity of organisations purporting to represent organised business has resulted in

our voice being diluted and politicians sometimes playing one organisation off against

another. ,,157

Overall the nearly five years of De Klerk's rule served as an uneasy transition period between

the authoritarian late-apartheid rule of PW Botha's presidency and the arrival of a non-racial,

liberal democracy, and the comparisons often made with the Gorbachev regime in the Soviet

Union seem apposite this respect at least. The period was also transitional for business in

terms of its political role, both through its relation to the state and other political players, and

its internal role through its relation with the 'stakeholders' within its ambit (workers,

managers, unions, customers and the broader community served). 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 rhetoric. 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-Ied government in 1994, while

long expected within the business community, was an event which organised business

nevertheless took some time to adjust to and to respond to effectively, particularly in terms

of its political role. Business as usual, between capital and the government, had come to an

end and a ~wset of relations had to be built under conditions differing substantially from

those prevailing in the De Klerk era. While the NP's power base rested with the white

community 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, and it was motivated

by an ostensibly pro-business agenda, the traditions which the ANe emerged from were very

different. Its electoral power base was primarily the African population, most of whom

emerged from the working class or the ranks of the unemployed. It retained its formal alliance

with Cosatu and the SACP and had been influenced by various strands of socialism. This

changed rapidly after it was unbanned in 1990, and even more rapidly after 1994 when the

influence of a business and international financial agenda began to compete favourably with

past socialist and social ~emocratic currents, but the historical allegiance With the working

class remained significant beyond the rhetorical level,

I is hardly surprising therefore that the business response to the new and uncertain agenda of

the ANe-led government lacked coherence or confidence at first. While individual business

leaders established close relations 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 reorganising and in some cases merging its own formations'" and
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developing a greater affinity with the politics of corporatism through negotiating with labour

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 com.nunity had felt able to take since the mid-1980s. Aside

from becoming more vocal in its criticisms 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 pronouncements and policies

and countering them with its own proposals. As discussed in chapter six this came to the fore

most nc' -b1y in tile debate around the new Labour Relations Act, which became law in

November 1996 after two years of lobbying and campaigning, both by labour and business,

but also over legislation relating to employment standards and affirmative action, with

organised business adopting a markedly less accommodating stance in these areas. Itwas also

expressed in the competing 'visions' of business and labour relating to the country's economic

ithture.162 TIlls overt antagonism led to repeated calls from government ministers for business

and labour to "bury the hatchet" and "march in tandem" .163

However, there were also cautious 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 business 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-Kl stable

to pre-empt possible legislation 011 breaking monopolies by taking unilateral action aimed at
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tmbundling or at least trimming some of the dimensions of its national corporate control. Most

notable in this .egard was a series of related transactions, starting with the breakup of JeI and

leading to the NEC's assumption of control over Johnnie, 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 Afrikaner capital 30 years earlier with

the General Mining sell-off to Federale Mynbou.

Overall, the trend from the business community in its relation with the state and labour during

the initial two years of post-apartheid government was in the direction of developing a more

vocal and united corporate political position than was possible in the apartheid era, and in this

way ensuring that organised business, and more particularly 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 concerns - the desire for more

flexible markets, less regulation, lower taxation, a stronger 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 concerns, ranging from

crime and political violence to land reform. In its campaigns to win ground in these areas, it

has been prepared to adopt a far more strongly adversarial position against organised labour,

and at times against the government, than was deemed possible 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 political role of busasess 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. Exteraally this has occurred

through corporate social responsibility programmes and through backing given to some

government reconstruction and development programmes, 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. 165

3.5 CONCLUSION

When looking for trends in the politics of business, it is necessary to generalise to a

considerable degree, and to extract a direction from the words or activities of a comparatively

small number of companies and individuals. What emerges is that business moods in relation

to their potential political roles, sometimes changed drastically in a matter of days. These

shifts - from optimism to despair, activism to compliance, criticism to silence, a-political

acqui.escence 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 actors restricted this possibility then

companies attempted to change the political conditions they were operating in and to adapt

to these conditions by reorganising their own ways of operating. It is for this reason that, !:IS

Welsh noted, the business community's inclination towards political activism often "stands at

inverse proportion to the swings in the business cycle".166Yet there is more ,'0 it :(~'anthis.

Government policy, oppositional activity, international pressures and incentives, political

violence, prospects for influence, prospects for state tenders, organisational dynamics and the
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ideas and opportunities for influence of the 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 policy, work with the government and

accept state tenders, woo representatives of mass oppositional organisations and attack their

actions, all at the same time. Nevertheless, as the periodisation above suggests, there have

been discernable patterns in this regard.

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

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

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

because of the point made at the outset to this chapter: South Africa's businessmen viewed

themselves as white citizens first and capitalists second, and with very few exceptions did not

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

shift in the direction of establishing an oppositional stance ~ initially confined largely to

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

constitutional and security policy, 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 distinct 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 years 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 which 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 to 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 history 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

have struggled to explain the extent of cooperation between capital and the apartheid state,

nor for that matter do they have the means to explain why it was forces antipathetic to the

market (such as financial sanctions and mass political action) which delivered the death blows

to the system, beyond offering voluntary abdication in the face of reason as an alternative

explanation.

The question 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 politics of the country

and government 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 early 1990s was a micro response to a

range of difficulties faced by companies, primarily as a result of the apartheid legacy, and of
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its particular impact at 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 r approach of participative management offered

an attractive means towards this end and was essentially an attempt to create work

environments which went against the grain of the political system at the time. The tangential

element comes in the inter-connection between the broader political 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 to offer

participative programmes), most companies which embarked on thorough-going participative

programmes were also 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

a less hierarchical relationship between themselves and their employees, and who were

concerned about combating managerial racism and worker illiteracy rooted in the policies of

the NP government, would he incl.ined to criticise policies and actions which exacerbated

these problems, and that they would support initiatives aimed at creating amore equitable and

viable political system. The converse, however, did not necessarily apply. For reasons of scale,

tradition and managerial perception, several of the largest corporations in South Africa made

little effort in the direction of a participative stakeholder approach, and in some cases were

openly hostile to any extension of industrial 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 inwhich participative management was implemented,

and the programme itself being viewed as part of a multi-fa, =ted response, which included

a broader political dimension. The developments within PG Bison, as with most of the

companies discussed, certainly did not take place in is(", ",,' of the political milieu 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 managemei ' ,) others were expanding their

corporate social responsibility packages 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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CHAPTER FOUR

THE INTERNATIONAL CONTEXT TO PARTICIP ATIVE MANAGEMENT

4.1 INTRODUCTION

The range of corporate practices falling under the umbrella of the term participative

management, may be viewed both as international phenomena owing a great deal to various

forces within the global political economy, and as national and regional phenomena, the forms

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 QualityManagement, it would be in departure from the

traditional models of top-down management they represent, and in their attempts to spread

decision making to a wider base of employees. When participative management emerged in

South Africa in the mid-1980s, it was, as argued in chapters three and five, a development

inspired primarily by the country's internal political dimension. At the same time, however,

this occurred within an international managerial context which, mainly as a result of

technological developments and of changes in. the world economy, was undergoing a rapid

metamorphosis. It is worth expanding on some of its components in order to illustrate the

complex interplay between the intemationalising effects of the world economy, and the

national and regional impact of cultural and political factors in influencing managerial

strategies.



4.2 GLOBAL CONDITIONS AFFECTING EMPLOYEE PARTICIPATION

Several motor forces which influenced the varic us strands of participative management can

be identified internationally: the post-war industrial boom with its greater prosperity and more

stable (and, initially, 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 large 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 political

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 country to country. In those which did not take the

legislative road, the most immediate impetus came from the post-1960s generational challenge

to the culture of deference. The spread of the mass media, 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 economic and political influences, these factors

later contributed to a decline in trades union power, but in the late 1960s they provided an

initial stimulus for the creation of a more meaningful work environ nent for employees. Itwas

from this cultural dimension that the terms such as job enrichment, stakeholding and

participative management first arose. But the boom years of the 1960s did not last long, and

the form taken by employee participation initiatives was influenced by the changing economic
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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, a falling youth and rising

elderly population, the exponential expansion of mass communications through 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, opened 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 these changes was a set of processes, now commonly collated under the cover-all

heading 'globalisation', which, at the economic level, were serving to shift the balance of

power between capital and labour IDGredecisively in capital's direction, and therefore serving

to undermine some of the previous potential for participatory management, particularly in the

social democratic countries, or at least to recast it in new terms, less encumbered by state

organisation. Among the elements of this global economic shift, were the following: the

expansion in the quantity of international trade and the rising dependence of nation '.'

economies on it; the increased international importance of fmancial and business services; the

greater mobility of fmance capital because of technological changes and international

egulation; the escalation in levels of foreign direct investment to and from national

economies as a result of the growing mobility of productive and financial capital; a new

international division of labour 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 expansion of multi-national corporations.'
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It is worth touching on some of these elements in more detail. In the 1970s the rate of world

economic growth began to slow, leading to negative growth, rising inflation levels and

increased unemployment in several of the advanced industrialised countries. At the same time,

however, manufacturing grew comparatively rapidly. Between 1966 and 1980 world

manufacturing output doubled and trade in manufactured goods trebled, 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 Germany

dominating production of manufactured goods, and particularly capital goods (machinery and

transport equipment). This, however, was followed by another major shift in the geography

of manufacturing away from the US and towards southeast Asia and the East, Latin America

and parts of southern Europe (which followed the earlier post-war challenge to US hegemony

from the renaissance of western European capitalism), and led to a decline in the American

share of world manufacturing output from around 50 percent to 20 percent since 1945.3 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 exception of Japan), low levels 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 Far East, while Western European corporations invested in southern Europe and

Japanese companies shifted their capital elsewhere in Asia and later to tim US and western

Europe.

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

to the previous dominance of the United States and western Europe. This happened in clear
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stages: first the Japanese industrialisation, which had started 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 tum of the 'Asian cubs'

(Malaysia, 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 China'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 manufacturing jobs were lost in the

advanced industrial countries while six million were gained in the newly i1 -iustrialislng

countries', Among the effects of these changes in most of the industrialised countries was a

shift away from manufacturing and towards the service industries", 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 a managerial trend towards favouring part-time and

casual employees, which exacerbated the trade union membership fall-off in most western

countries between the 1970s and the 1990s.7

There have also been significant 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 a breakdown in the stability of exchange rates which

had been the aim of the Bretton Woods system. One effect was to prompt the

internationalisation of the currency markets and to encourage speculation in them, in a similar

way to which the financial deregulation of the 1980s encouraged the internationalisation of

183



equity markets and the far more rapid flows of capital around the world. This, in tum, helped

to facilitate the rapid industrialisation of parts of the developing world, as well as their

accumulation of massive debts (though the advanced industrial 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 world

financial system? and was one of the factors behind the ;,;:~~andinginfluence of the IMF, the

World Bank and the G7 group of governments, and along with other factors, prompting the

formation of blocs of economic influence (the EC and the OECD) and agreements to facilitate

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 edges, partly as a

consequence of the internationalisaticn of the world economy, but also as a result of the

'stagflation' prompted by, among other things, the oil price rise resulting from the Opec crisis

(for the West) in the early 1910S10,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 markets of former communist states!' and allowed capital

to flow or trickle into areas where it was previously heavily restricted - 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, teclmologies changed even faster and therefore machinery needed

to be adaptable. The ability of companies to mass produce for steady, growing, standardised
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markets became, in 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 an-i adaptable like Microsoft.

Large numbers and whole categories of employees were made redundant. As a result,

'downsizing. or 'rightsizing' became in vogue, particularly in the US and Britain (though less

so in Germany and Japan) but unlike the 1970s and early 1980s, this involved laying off large

chunks of middle management as well as workers. Tne notion of middle class jobs for life,

and on the other hand, of corporate loyalty, quickly became anachronisms as the 'lean but

mean' approach came in vogue. As Anthony Sampson expressed it: "In the 1970s, the

chairmen would boast how many they employed: in the 1980s they competed in the numbers

they had 'let go'. It was part of a fundamental shift of attitude across the West, producing a

new breed of corporate hero.1013One 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,

particularly from Japan, and to the changes in technology 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" - a term denoting the shift towards production of a range of goods through

a flatter, less rigid and more responsive management structure and by, what Hirst calls,

"broadly-skilled workers with a substantial measure of autonomy using general-purpose

machinery. IS" Companies which were previously highly centralised began to promote the
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autonomy of their subsidiaries and divisions and to rely on Japanese 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 vital importance here has been the role played by the

computer - an impact likely to grow exponentially over the next generation as it challenge.

assumptions about written communication and about Western culture more generally.

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. Their impact on industrial organisation has come both in expanding the

power and potential of smaller sub-contractors and contributing to the creation of high-tech

cottage industries", but also in spreading information within companies, replacing layers of

middle management (whose power had previously depended on their control of information),

analysing company performance and improving communication nationally and internationally.

Particularly over the last decade the computer has been responsible for the development of

alternative approaches to job design and work organisation, for re-integrating previously

atornised tasks and for spurring many successful 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 structures, aimed at enabling a continual reorganisation and rapid responses to new

stimuli, and this has placed strain 011 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, inmany cases, the CEO enjoying greater authority and status than ever before

(and usually a 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 outside the core, with a clear shift towards part-
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time and contractual employment, w','cl;. 111 turn has further contributed to the feminisation

of the labour force, and towards using the services of sub-contractors for work previously

undertaken by full-time employees. The dominant tendency iu 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 authoritarian and hierarchical style of management, aimed at channelling the creativity

and initiative of employees (though frequently without union involvement), as a ~....ay of

enhancing company performance in the face of more intense international competition. This

is reflected in the growth of the number Esops and companies subscribing to TQM, though

it is not uncommon for such innovations to co-exist with a process of planned redundancies

initiated by a 'down-sizing' CEO. InJapan, 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 their distinct models, nor to the wholesale adoption of the Anglo-US ethos, with

its focus on increasing earning differentials between corporate executives f_,u ordinary

employees, on management as representative of shareholders alone and of ro e-wielding

executives in the corporate hero mould, though there are certainly tendencies in this direction.

4.3 NATIONAL CONSIDERATIONS

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

of general trends with regard to the way companies were structured and managed, what is
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on different forms, according to the national work traditions and bro cultural milieu into

more remarkable is the extent of the differences in managerial philosophy and strategy

between various regions, 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 industrial sectors, and

the religious and ethical values of inhabitants. Even where a system has been transplanted

from one country to another (T0.M in Japan and the US, for instance), it has invariably taken

which it was introduced. The point here is that in each of the countries where expanded

employee participation emerged, there has been a 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 religion. At first

blush this might seem an irrelevance, particularly 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, community,

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 itwas 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

fundamentalist Islam, were hard to reconcile with liberalism and the recognition of universal

rights, because of their absolutist tendencies - their 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

consciousness, political history, civic and other community structures, 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 more into their relation

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 can never be entirely

immunised from it. This can best be illustrated with reference to various national examples

(which also provide a better sense of where the international influences 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-based 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 certain

industries and companies and in combating left-oriented trades unions, and also the strength

of the culture of deference for authority and seniority and the traditions of communal 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 there. Japanese capitalism is built upon deeply rooted networks of trust

which have been carried over from the highly structured communal life of the village to the

corporation, where a comparable network of obligations and loyalties \ ists, and are

reinforced by voluntary groups which are not, as is often falsely assumed, essentially kinship

based." This is underpinned by what Fukuyama calls a "semi-Confucian culture'?', which,

while evidently compatible with democratic traditions since the war, has contributed to a far

more hierarchical social structure 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

obligation 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 populated countries in the world", Japan is a

highly ordered society in which crime 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 within the

co-operative industrial culture with its loyal company unions and 'salarymen', and its lower

income differentials between management and workers",

The integrity of this system was enhanced by developments in company law and practice

which establishr-i a framework for industry and trade geared towards cooperation rather than

cut-throat competition. At the micro level this included a cooperative enterprise 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 its 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 production; the combination of nenko (life-time, seniority-based employment for core male

workers in large corporations) with the expectation of life-time commitment; the view that

managers and even chief executives represent employees rather than shareholders; a tradition

in which mass fuings 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 infar longer hours than their western counterparts and a system of low income

differentials."

One reason why the system was so successful was the flexible structure of manpower

deployment, inwhich core workers within larger corporations tended to regard task 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 inlabour relations, which Shregle

argues is "based 'on the cultural value of belonging to a group or family, and on the economic

value of productivity'f", though it is worth stressing that the largely enterprise-based

Japanese unions within the large firms (most small and medium sized firms are unorganised),

were more effective than is often assumed despite their stress on cooperative relations with

management and on identification with the goals of the firm. In contrast to, for example, the

highly formalised German system of worker participation and industrial relations, the Japanese

model 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

Germany, and the concept of managerial prerogative was unknown, at least within the private

sector in Japan."

At the macro level, job security was backed up by a system which undermined the threats to

employment inherent in the Anglo-US approach. Its features included: the. tradition of

shareholding in which shares were viewed as tokens of long-term commitment and financiers

viewed as investors rather than owners and controllers; the relationship between the industrial

cartels and banks which ensured a long-term approach to finance with significantly lowe." rates

of return required"; the system of cross shareholdings among major industrial cartels which

reduced competition between them and made hostile takeovers almost impossible; the ban on

executive share options; the bankrupsy system which gave preference to employees and sub-

contractors over banks; and the relationship of trust between firms and their suppliers which

facilitated the S;'t'..:cess 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 modem Japan, a factor understated by those like Fukuyama with an

ideological investment in reducing the role of the state." For a period between the two world

wars Japanese capitalism was characterised by i1 very different ethos, with a financial system

akin to the British model and companies dominat x, : shareholders, with managers as their

compliant representatives, and an extremel; flexible labour market, not, in general,

characterised by lifetime employment. The point here is that the shift towards what is now

widely regarded as a quintessentially Japanese model cannot be explained by reference to

culture alone, but rather to the intervention 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 because

of the hegemony of shareholders' interests, and, against the objections of organised capital,

the government introduced a financial and industrial relations system limiting the rights of

shareholders, binding employers aD<3 employees together and increasing the role of the state

in investment decisions."

This direction was further encouraged by the national trauma of losing the second world war,

with the state playing an even greater role in creating an investment culture skewed towards

production - partly as a result of a desire 1:0 catch up with the West - through its system of

providing assertive administrative guidance to economic sectors and individual firms. The

Ministry of International Trade and Industry (MITI), played an overtly interventionist role,

particularly prior to the 1970s, in this process of industrial restructuring, and in ensuring the

rise of the mainstays of the Japanese economy - its motor, electronics, ship building and steel

industries, and later its information technology industry, to the point of coordinating the

business strategies chosen by private companies. This was reinforced by a 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

through 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.33 Today, 'he national state continues

to be centrally involving in providing active support to industry - by building consensus

between fi..rms, 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 further consolidated in the late 1950s 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 Deming argued that the key

to improving quality was not to assess statistical probabilities of faults, 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, renumeration 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 traditional managerial methods like performance related pay,

productivity bonuses and production quotas, and also argued against the excessive separation

between workers and managers (through, 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 later.

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 S035. With strong encouragement from MITI, the
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Deming approach was implemented at several major Japanese corporations, most notably at

Toyota, and refined into a system that became known outside of Japan as 'Japanisation'. It

soon became apparent to Japanese industrialists and MITI civil servants that traditional

methods of fordism could not exist comfortably with the cooperative managerial culture that,

by then, was well established, partly because management realised that improvements in

quality were difficult to achieve with deskilled manual workers and that central management

lacked access to the "hands on" information required for continuous innovation. They came

to realise that fordism was unable to channel 'the g~ld 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 improvement 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 as a machine. ,,37

A lasting innovation was the problem solving forum known as the 'quality circle' - in essence

a workplace team involving a cross section of employees, from managers to clerks to

assembly Ii; vorkers, usually encouraged to compete with other such teams. Their tasks

typically involved suggesting solutions to problems of production, distribution and quality

control, cr'ticising poor management, channelling complaints and investigatmg trouble spots.

As the system became 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 circles 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 traditional management of Western countries of the knowledge and experience of

people at the lower hierarchy levels and of the knowledge and experience of production

workers themselves.i'" The extent to which this system became entrenched in Japanese work

culture 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 a general state of health of the Japanese economy"! and industrial relations

system, there have been indications that the system's continuity is under serious threat, both

from forces unleashed by globalisation and from internal political and cultural considerations.

Four decades of liberal-Democratic rule 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 bracket) in 199542 and a bitter trade war with the US over

Japan's protectionist policies ensued, with the American government accusing its former ally

of unfair trade practices. At the same time major Japanese corporations were vociferous in

their complaints that the yen was too strong to maintain an export base and the stock market

fell to 40 percent of its 1989 level. The apparent antidote to these setbacks - some of which

were a consequence of companies breaking tradition by speculating on a massive scale in the

stock exchange and land developments ill 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 economy in the direction of a more flexible labour

market. 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 fundamentals 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 hours 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."

But the resilience of Japanese traditions, and their expression through the nenko system,

should not be underestimated. They remain pc werful and some Western 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 system 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 I 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. ,,46

4.3.2 Germany

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

cultural heritage, with its emphasis on enterprise, order, social solidarity and national identity,
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as well as the significance of the externally-imposed post-war political settlement in creating

the system. It is also useful to appreciate the nature of the social market economy, and the

institutions (particularly the education system) underpinning it. Furthermore, the long-term

investment approach taken by major banks, and the strength of the "mittel stand II companies

in counterbalancing the stock market, is important in setting the terms of growth and in

strengthening cooperative traditions.

Four aspects am worth stressing with regard to the cultural ethos underpinning the German

social market economy. First, its strong roots in Protestantism, particularly its Lutheran

variant, contributed to the much heralded ethic of enterprise, hard work and individual

responsibility. 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 kinship, 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 half 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 northern Europe. First, German

industry, and German society more generally, was highly organised and bureaucratised far

earlier than its European, American or Asian counterparts - both at the top (the management
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and employer level - through cartels prior to the 1950s, employers associations and through

the local state) and at the bottom (through the strong trade union 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

motor force of this industrialisation was heavy industry, the German economy prioritised the

values of production over fmance, and had a relatively weak rentier tradition and a strong

tradition of reinvesting profits". Third, the resilience of its economy has, at least until

recently, come not so much through the large corporations (of which there are relatively few)

but through the strength of the family owned Mittelstand (small to medium sized business)

when combined with the willingness of regional banks to allow them long-term finance and

to act as investors." And fourth, the closely regulated fmancial system is dominated by

major industrial banks (rather than pension funds or insurance companies) which have close

relationships, charar'erised by interlocking directorships, with major manufacturing firms and

show a willingness to lend at less prohibitive rates than those in the US or Britain, 1.11 a system

where price stability is guaranteed by the independent Bundesbank."

In addition the German state had a long history of playing an interventionist role in the

economy and in society more 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 democratic state in the Weimar Republic between 1924 to 1929 and, in a very different,

far more absolutist form, through the national socialist Third Reich until 1945. The creation

of the modern, welfare state, under Christian T)emocrat (CDU)-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 attempt to reduce the potential for the class and ideological conflicts of the

inter-war years. If the social democracy of the pre-war period represented an attempt to find

an alternative to both communism 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, to 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 communism. 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 cnu rule. 55 Under both SPD

tenure in the 1970s and early 19808 and the CDU-led coalition of the 1980s and 1990s, it

continued to playa 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 industrial

investment banks. The combination of unemployment and health insurance, pension

contributions and high rates of income and company taxation, gave West Germany one of the

highest overall tax burdens among the advanced industrialised 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 strong
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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 workers and thereby boosting productivity, ensuring labour peace

of a kind that was unknown in Britain and France in the Cold War years and allowing firms

to retain employees during recessions, and therefore keep their workforces intact, through the

role played by the social insurance system. 56 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 modem German system industrial relations system, which is an essential component of

this social market framework, has its specific roots in the ideas underpinning the country's

political history, and particularly in the drive for consensus building between labour 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 195158, 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 companies. What emerged is what

Albert calls "the Rhine Model" firm - based on the idea of the business as a family or

community with distinct but complementary interests, which, he argues is markedly different

from the private property concept of the company. 59 This was achieved through a 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

comply with this law63
). The works councils have statutory powers in relation to

management" (though they are formally defined as contributing to the efficiency of the

workplace), 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

presence of unions. Companies with several sites will have several works councils. After

1976, enterprise works councils were created to serve as a partner 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 labour

tim 65e.

. .;0 vital effects of co-determinism have been to entrench union power at an enterprise level

and also to ensure a greater identification with company prosperity, particularly by leading

enterprise council unionists". 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 cor-ununicate more freely within the organisation

in general and with the workforce in particular.v" 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

202



of the society, with the state, labour and capital having established a pattern of

accommodating each other's interests and working together to solve prohlems 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 to the establishment of a tri-partite government-labour-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 country." In most cases employers, both large and

small, viewed it as a duty to undertake ongoing workplace training 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, although predictions of an imminent turnaround have been

overstated. Part of the recent tension has come from financing the creation of a 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 unemployment falling, growth reaching 9.2

percent and exports growing by almost 25 percent in 199473, despite the continued strain re-

unification presented to tax revenues of the western four fifths of the country. Another

dimension was the increased competition from Japan and the Asian Tigers, and the pressure

of the globalisation of the economy more generally. In one sense it could be argued that the

move towards 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 to 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 am,

adopted lean production approaches in order to compete with the Japanese, resulting in a rise

inunemployment in the western Germany?", Furthermore, over the last five years there have

been significant moves to pare back aspects of welfare system and slash public spending -

partly moti vated by the goal of meeting the EU's single currency criteria - contributing to

social unrest and further strain on the corporatist bargain.

Related to these developments is the fact that union density is falling and the consensus that

previously existed is no longer apparent, with tensions emerging over issues like the cost of

integration with the east, policy on asylum seekers and the combination of the tax burden and

the wage restraint policy - all indications that the leadership of the industrial unions is less

representative of the membership." At times union leaderships have succeeded in convincing

their members of the necessity for strategic retreat - perhaps most vividly in the 1994 decision

by Volkswagen workers to accept a 20 percent paycut in preference to massive layoffs" -

but more generally there has been an increase in strike action and worker militancy, 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 cuts in social benefits, managerial

demands for greater flexibility and the rise in unemployment.",
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But while the cutbacks in the welfare state and the angry resoonse from workers suggest the

system is under severe strain, this does not imply that Germany is about to embark along the



'free market' path of Anglo-US capitalism. Hirst makes the point that while the structures of

corporatism in Germany are, indeed, weakening, they are by no means doomed. Rather the

form' of representation of interests have become too centralised and therefore less

representative of the economic agents of contei ..orary German society. To become more

socially inclusive, they need to be flex ible enough to accommodate new types of workers and

small and medium sized enterprises, among others." Hutton expresses an optimism that such

adaptability is likely to be achieved. The German instinct in the face of such challenges, he

argues, "is not to abandon but to update and renew its institutional network"." Certainly 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 entirely and numerous indications of its

capacity to adapt to a more flexible model.

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 to 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, \1; the turn of the century that Swedish industrial capital began to catch up with other

majo, lb~"strialised 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 it contributed to the organised form of capitalism adopted (in

terms of concentration 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

linguistically homogenous, and, historically, overwhelmingly Protestant. It has long been well

organised at the political level with the roots of the modern civil service going back to the

17th century." It is worth stressing the early impact of economic and political liberalism

(and particularly the 18th century Swedish enlightenment) on the collective thinking of the

Swedish bourgeoisie, in contrast, to, for example, ~~'eir intensely nationalist German

counterparts. This contributed to the wide spread symp rthy for parliamentary democracy and

free trade policies among Swedish capitalists. From the turn of the century, they became

progressively more open to the notion that trades unions had legitimate interests", This

contributed 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 early 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
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its veins.'!" Also important was the role played by peasants and small farmers, who were

responsible for the formation of the world's first universal social benefits system in 1913 and

later formed an alliance with the social democrats." 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 ownership 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 both of these pressures favoured labour, and it was the central

blue: collar union confederation (the LO) which, from then on, became the driving force

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,

underlying assumptions in Sweden take on an ideological character elsewhere.'!"
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What followed was the creation of a system of comprehensive, universal, welfare provision,

backed up by Keynesian demand-management fiscal and monetary policies, full-employment

labour policies, and also a "solidaristic'' wage policy whose aim, according to the LO's head

of collective bargaining, Ingrnar 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



wage restraint for higher paid workers?'. In addition, partly to reduce the growing use of

foreign labour, policies were introduced to increase the number of women in active

employment, including inducements like job sharing for part-time employees, child care

provision and, later, provision for extended parental (maternity and paternity) leave

(eventually involving a year's paid leave for either parent'P).

Corporatism became entrenched at a national 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 consultationrights in the workplace. However, these had little power and

were separated from the collective bargaining machinery." By the early 1970s some

companies had introduced their ownparticipativeprogranunes (with autonomouswork groups,

job rotation, and worker representation on managerial decision making bodies), mainly

through negotiated agreements", However, with the exception of toothless works councils,

participation at the enterprise level was not universally emphasised, at least until the late

1960s when the LO became more insistent in its proposals in this terrain. This led to

legislation between 1972and 1978to broaden the basis of workplace democracy, increase the

influence of employees over their work situations and re..duce the scope of the managerial

prerogative." Measures introduced included those to enable workers 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 unions the right to veto

subcontracting and required management to negotiate with the unions over corporate decisions

affecting the workforce." These measures, however, took some time to implement and

private employers initially refused to 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 counter-offensive from business which prompted a decisive shift to the right

a decade later), when they opted to go beyond their principle of co-determination and into a

more radical variant of economic democracy involving collectivisation of private wealth

through their wage earners investment fund proposals. The La 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-earners as a collective group, with the voting rights to be

exercised partly by union-appointed boards. The SAP initially prevaricated on these proposals,

hut the issue was nevertheless a catalyst for a period of sustained conflict between the SAP

and La 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 election (though its support for nuclear power was probably

more significant) and again in 1979. In 1981, the La and SAP came up with new proposal,

reducing the scope for profit-sharing and for democratising economic decision making", but

despite this retreat, opposition from organised 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-tight's hold on power and the SAP returned

to office in 1982, but they continued with the right's policy of devaluation and cutting 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. 100 Meanwhile the major, export-oriented employers

continued with their offensive, succeeding in decentralising the collective bargaining process

and 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 capital's favour. As capital's reliance on local markets

decreased, so its interest in spreading domestic wealth through social democratic policies

declined and it therefore sought to redefine its accommodation with labour and cut back

aspects 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 (TeO). This led to the LO

losing its monopoly position, characterised by the centralised negotiations with the SAP. IOJ

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 this 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 manufacturing, it was harder to reward productivity gains and skills

attainment. 103
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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 slump, with industrial production, employment and

the GDP declining, 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 reaching 14 percent by August 1994

and the budget deficit reaching 13 percent of the GDP.106 To the dismay of the international

new right, which had seen 1991 defeat of the social democrats as a long-term triumph for

nee-liberalism, the SAP returned to power in September 1994107, an event which was

uccompanied by victories for left of centre parties in the other Scandinavian countries and

F.iruand.10a By this stage, however, Swedish capital had made it clear that it no longer

accepted the premises of the historic comprise with labour. The flight of capital from the

country, combined with the breakdown of the centralised bargaining system, the divisions

which had emerged within the trades union movement, and the moves away from the old,

statist SAP mould represented by the rise in environmental and gender consciousness and

activism, meant the possibilities for reviving the kind of class compromise which had survived

from the 1930s, no longer existed. The new governr.ient 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 European 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 national-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. TI1is does not, however, imply a complete eradication of the system. Not only does

Sweden remain a relatively high tax state with welfare benefits 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 variant of the Protestant ethic forged in New

World conditions. As Weber, Durkheim and recently Fukuyama have stressed, there is a non-

contractual dimension to all contracts 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 parameters. While the rule of law might

eventually help to set a juridical basis for this, its essence comes through shared values and

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

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

Common reE;:,:ous beliefs helped to sustain mutual trust as businessmen travelled the country

introducing themselves as Christians. The residues of this tradition can still be detected. k;

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."!"
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This social capital was reinforced by the strong tradition of Americans joining voluntary

community and civic organisations. Fukuyama 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 highest 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 than white (and particularly to integrate those whose cultural

lineage was decimated by slavery), the anti-immigrant ethos infecting politics in some states,

the spread of anti-government militias, and the obsession 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 moral authority of the reason of the

community as they acknowledge the political authority of the mass of citizens"!" - 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 Japan, the traditions of American capitalism have

prevented the emergence of significant cooperative industrial ventures. Competition is intense

and predatory, with most large companies being owned by share holders from the fmancial

institutions, leading to a preference for short term profits and high and regular dividend

payouts. TIns 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 termism' regarding goals.

The combination of this dimension, the power of stock market, and the paucity of federal

control over corporate acquisitions, particularly inthe 1980s, 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 contribute to satisfying the corporate mantras of "continuous

improvement", "excellence" and "quality". Instead, once-thriving companies were drained of

resources by high interest rates on funds borrowed fOI mergers and acquisitions. One result

is that, as Hirst puts it, "top management becomes ever more powerful, 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 places a similar burden on industry), in the US this is mitigated by the

fusion of banks and industry (mainly through the role played by the investment banks) which

since the late 19th century. This has given the banks a greater stake inthe success of industry

than in Britain, and it is reinforced by the strength of state 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 find global competitive advantage, with perhaps the clearest example being

the relationship between investors, banks and academic research institutes in the industrial

triangle in North Carolina. Federal law and business culture have also ensured a high level

of transparency, at least with respect to the provision of information for stock holders, far

beyond that which exists in most oilier countries.
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Another dimension to the emergence of US participative management is the fraught history

of trade unionism there, which, in contrast to, for example, the Scandinavian countries, and

even Britain, bas faced implacable opposition from most employers, both individually and

collectively!", throughout most of its 120 year history. At the same time the union

.iovement faced manipulation and. division as part of the anti-communist drive (particularly

within the massive AFL-CIO federation) and key sections 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 limits to the

working day, the minimum wage, health and safety legislation, unemployment insurance and

welfare provision and the right to organise and bargain collectively, and the union movement

has experienced periods of militancy and spectacular growth!", it never enjoyed the relative

strength, cohesion and membership spread of its British and Western European counterparts.

Furthermore, its decline after the 1970s was more rapid and absolute than anywhere else in

the world!", mainly as a result of the impact 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.

It is also worth noting that unlike the situation in most other Western countries, American

unions were not backed up by a strong working class-oriented party or political movement,

while the wealth-owning classes were well organised in a variety of forums, including political

parties. Furthermore, the social democratic tradition (beyond New Deal Keynesianism) has

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

While economic libertarians might like to think that American capitalism flourished despite

occasional spells of unwarranted government intervention, the federal government and state
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governments have, in fact, played a crucial role in setting the terms US economic growth and

the parameters of the industrial relations system, both as virtual instruments 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 framework 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 at the turn

of the century through the role played by 'progressivism' (a middle class movement which

responded to problems of industrialisation by campaigning for several labour, state and capital

reforms, including workmen's compensation, improving the quality of life in slums, regulating

monopolies and restricting business's access to power through measures to 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 Warll9 which discouraged cartels and broke the stranglehold

on the economy enjoyed by the 'robber barons' (though one effect of this legislation was to

encourage the wave of mergers taking place at the timeY20. 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 its scope'".

Under Franklin D Roosevelt's presidency - itself influenced by progressivism - the autonomy

of the state was strengthened, and therefore 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 laws122, among

others'", the state played a major role in setting 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 introduced). Neo-Iiberal policies in the
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1980s 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 instance,

spending on defence research and development was responsible for sustaining the ubiquitous

military-industrial complex, which was crucial tor the development of high technology

industry, and one could point to numerous other examples of the US government's economic

intervention, 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 .... Wide-open spaces and an apparently limitless frontier set it all 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 a 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 is quality conscious. When we began to manufacture, we adopted agriculture's

early habits - mass, not quality ...".125 It was against these kinds of traditions that Peters and

numerous other American management 'gurus', 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 inwhich

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

Europeans - 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 slumps, this tenc .. !O have the effect of reducing the levels of trust required. These

are some of the reasons why, according to one survey of500 US companies, only 36 percent

of those surveyed said the TQM.process was having "a significant impact" on their ability to

quash competitors, though, significantly, some major American corporations like Xerox,

Motorola, Federal Express and Harley-Davidson said that TQM worked for them because they

had the patience to see the process through.!" But some in the field, such as the

management author Jerry Bowles, have argued that in an age of progressively more intense

competition, 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 management (such as the promotion of

the 'stakeholder company', as well as 'job enrichment' and' quality of work life' programmes)

had their roots in the cultural upheaval of the 1960s, the American implementation of TQM

and related innovations took place in most companies in the in a far more globally

competitive era when 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-down

authority previously associated with American management, it would be a mistake to assume

that it represents an inherently 'progressive' innovation, or that it implies an abdication of
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power by CEO.,. 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 Civilizationv.!" It is also significant that the emergence of the

various strands of US participative management coincided with the decline of the union

movement and a concomitant increase in the power of capital over labour. As Horwitz points

out, the popularity of quality circles and other forms of direct employee communication and

involvement, whatever their advantages for employees, "can mask a deeper underlying distaste

for unionism", and these strategies are frequently directed at gaining employee cooperation

in competition with unions.l" 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 channelling the creativity of individual

employees 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

interpretation of the Japanese model - participation without representation - and also without

the communitarian traditions that Japanese employees and employers bring into their industrial

relations system.

US TQM programmes have frequently 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 imphes does not sit easily with the short-term, shareholder driven, approach of

most US corporations, nul' 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. 130, Nor does TQM co-exist comfortably within
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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 community life. "(I)f a company

relocates you from Cincinnati 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. ,,132

When you combine the disorganised form of capitalism that prevails in America, with the

shear size of the country ~ 50 states, 253 million people, three time zones and 9.4 million

square kilometers of landl33 - it is hardly surprising that the participative tradition of

management is merely one among many and is a long way from achieving anything close to

hegemony. It remains no more than an option managements may consider. implement and

discard, according to their needs in a particular time and place. But, as the last decade of the

20th century draws to a close, there are indications of at least a temporary shift towards

conditions more favourable to the wider adoption of a stakeholder approach by American

industry. With the orgy of cost and job cutting having hit the middle class particularly hard

including corporate executives (even while unemployment as a proportion of the national

jobforce 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 CBOs an,l company chairr- en 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 tidell.135 Other
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developments which may be significant in encouraging moves towards a stakeholder approach

to employees include the slowing of the rightward (and radically anti-labour) drift in

mainstream American politics, aspects of Bill Clinton's policy which prioritises job retraining

for displaced workers (at the same time as puncturing the welfare net'"), the substantial

increase in the minimum wage despite opposition from 'big' business (and at a time when

unemployment was falling and employment increasing!"), and slight reversals in the

membership decline of US unions, which have started to develop strategies forming

international connections as a response 1.0 globalisation.!"

4.3.5 Britain

In unravelling the weak traditions of participative management in Britain, several

considerations are worth highlighting: the historical depth of class division, particularly with

respect to social status; the way this has found expression in the highly antagonistic relations

between management and trades unions 'within the modem industrial relations system and

particularly the way this antagonism has been resolved in capital's favour since the 1980s; the

dominance of the economy by the financial sector and the impact this has had on forms of

corporate ownership and on investment; and the highly centra/bed ami adversarial

Westminster political system combined with remnants of pre-modem political forms, most

notably through the monarchy. The histo-ical dominance of the 'City' (relative to industry)

in the development of the British economy is particularly important. Lash and Urry explain

this, ill part, as a result of Britain's "premature" industrialisation and the consequent

overdevelopment of m arkets. 139 Hutton stresses. in addition, an aspect of the cultural milieu

of the British bourgeoisie: the "gentlemanly ideal", in setting the direction of British
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capitalism, 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 increasing 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 land but also from interest, dividends, and professional fees rather than from

manufacture, and those 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 Revolution, they remained inferior in status to those based in the City and

shires. 140

This contributed to the early rise of London's financial district, and its pride of place position

within the British 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 traditions established from Britain'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 shareholders (usually through the fund managers of financial

institutions) 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 federalism 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 late 19th and early 20th century, came through insurance and banking,

commerce, services, as well as the food and drink industries, but it was relatively weak both

in heavy industry and in the new industries, despite pockets of strength (steel, shipbuilding).

Firms with a strong overseas profile (through the Empire), frequently involving family board

members, tended to dominate, but internally there was little of the vertical integration which

led to the economies of scale that characterised 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 centuryl42. Subsequent 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, contributed 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 introduce interveotionist measures to help reverse this

decline, was behind the more rapid deindustrialisation of the 1980s, despite the temporary

lifeline offered by North Sea oil. When related to other indicators of decline, such as within

the education and industrial training systems, this in turn prompted a further slide in Britain's

overall economic performance in relation to that of its major trading partners.l'" The
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predicament for Britain's large industrial firms is summarised by Hirst: "(T)hey are

overwhelmingly enmeshed in holding company structures that allow their subsidiaries too little

autonomy; they have generally failed to adopt the new production methods; 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

dividend-hungry, arms' length financial institutions and J. stock market that all too easily

facilitates external and hostile take-over bids if the share price slips. ,,145

By the mid-1980s the British labour market had absorbed 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 to use the deregulation 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

followed, continues to exist on a far more universal footing than its counterpart in the US,

despite its erosion during 18 years of Tory rule. What has been absent, however, are what

Hutton calls the "compensating virtues of mobility and managerial dynamism" that

characterise the US model. 146

The Westminster political system might, at first blush, seem irrelevant to managerial

traditions, but its centralism and adversarial element have formed part of a wider political and

economic culture which has tended to militate against the emergence cooperative and

associationalist forms. Furthermore, because Britain did not have a bourgeois revolution,
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strong residues of pre-modem political forms, of which the monarchy is at the apex, remain

in existence. The British are subjects, not citizens, the head of government is the sovereign,

not a president, the hereditary principle carries with it real, juridical pow-v (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 t:. <,_ • severely restricts

open government of the kind enjoyed in the US. This culture of deference 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 argued tha' .ersarial political

culture has, at least, a parallel in the institutional culture and structures of British business,

which is market regulated without the countervailing comrnunitarian ethos of Japan and other

East Asian economies.

It is also crucial to consider the historically antagonistic relation between capital and labour

which short-circuited tendencies 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 status dimension of class was far more

defined than in a more meritocratic 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 and employees. By the 18803 unions ::lt~a(iy h;h: .1 strong, national presence, and

through legislation and legal precedent had ensured a status for collective bargaining that was
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above the common law, and included the right to strike and organise. From early in the 20th

century workers developed their own political forms - particularly through the formation of

the Labour Party - with an emphasis on collectivist rather than corporatist ideologies

(primarily through state ownership via nationalisationj'" 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 1990s was essentially statist and economistic - with a strong belief in the centralised

Westminster system and little 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

stewards invariably involved the strict implementation of agreed procedures, and the strike

was viewed as a readily available (and frequently used149) weapon of improving union

power and of changing policy, both at the enterprise and the national political level. There

was little attempt to create cooperative forums with management or to change corporate

structures in any fundamental way. Similarly, employers viewed themselves as the sovereign

conduit for shareholders interests, and had little inclination towards conceding any of their

"managerial 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 dire. tors
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in state enterprises. 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 emp loyee representation on the boards

of companies employing over 2 000 employees. ISO The majority report offered the following

argument in favour of participation: "It is our belief that the way to release the energies to

provide greater satisfaction in the workplace and to assist in raising the level of productivity

and efficiency in industry, and with it the living standards of the nation - is not by admonition

or exhortation but by putting the relationship between capital and labour on a new basis which

will involve not just management but the whole workforce in sharing responsibility for the

success and profitability of the enterprise."!" The defeat of the Labour Party in 1979

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, rej ected the notion of state pressure to encourage employee participation.

The combination the implementation of these anti-corporatist 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

governments 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 European 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 European counterparts, most British unions rejected managerial

innovations promoting worker 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 rested more firmly in their own

hands, leading to a less benevolent managerial regime in many firms and an increase in

employee complaints about 'dictatorial' practices and 'bullying' by management'P, British

firms. have tended to adopt a narrow view of their obligations to employees and have rejected

stakeholder ideas. As Handy put it: "To the Japanese the company is a community. To the

continental Europeans the best companies are run like families. Neither concept appeals to 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 greater 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, to a

total of over 10 000 Esops in the US, where they have been in existence since the mid-

1950s).155 There has also been a gradual rise in the popularity of Quality Circles, partly as

a result of increased 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 .ne 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 counterparts, employees are divided into teams to compete with each other for new

ideas for production line improvements.!"

Furthermore, several British firmsI58 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 economy,

requiring takeover to be justified in the public interest, introducing capital gains tax incentives

to retain investment, reintroducing recognition rights for unions with 50 percent-plus

membership, promoting Esops, backing most of the measures contained in the BC 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 partnership'v'". The recent

signs of a rise in union assertiveness suggest that predictions of their complete demise may

have been premature!". More generally, in the 1990s there has been a discernable decline

in support for the dog-eat-dog business culture 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 forms of do-

determinism within a social market framework, while the Japanese system, involving a high

degree of employee participation combined with a relatively low level of power, is the

epitome of a voluntary form of participative management within a closely knit, homogeneous,

trust-base culture. In the US and Britain there is no dominant model though aspects of the

Japanese system, and particularly non-union variants of TQM, have become more popular.

However, these national examples of participative management by no means cover the entire

international 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 l,aw. Its revised form, in 1983, contained the requirement that all companies with

mor= than 1 000 employees should establish employee participation, with various OptiO.1S

offered including worker directors, works councils or similar systems established through

collective bargaining (equivalent to the appointment of worker directors, with all employee

representatives being elected through secret ballots by proportional representation). It also

provided for compulsory information sharing by employers, ; eluding the right to request

special reports and undertake investigations, and the right of consultation on major company

decisions.f" Though this was never enforced as a binding EU directive, aspects of this
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system had, by then, already been introduced in most Western European countries. For

example, the Bullock Committee of Inquiry on Industrial Democracy, set up by the last

Labour government in Britain, 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't'P, 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

statucnry provision for participative management is not confined to Europe. In Australia, for

example, a form of co-determination drawing on both European 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 Africa's legislative model'".

One of the most widely discussed examples of participative management at the enterprise

level, and one that has bad 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 companies. When

the 22-year-old Harvard trained Ricardo Semler inherited Semco from his father in 1981, the

company had a traditional, pyramidal managerial 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 hierarchy, 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."?

Starting with one facility with 300 employees Semler began various experimental programmes

to try and develop a more efficient, :flexible 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 great 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 many meetings. So we decided to break the facility into three

separate plants ... "168,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

twOY69,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 "associates"

(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 contrast to the 11 layers

when Semler took over the company.!"

The essence 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 country with a militant working-class movement and party In, and

strong union tradition!", particularly in Sao Paulo where Semco is based'", Semler

adopted an essentially pro-union stance from the outset, 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 became 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.I" TIns

power extended to allowing workers to overrule management in certain respects. WIl( .

workers voted to move Semco to a new site, not approved by management, the decision was

carried out. Workers set their own productivity targets and hours (within flexible parameters)

and evaluated their superiors regularly and anonymously while managerial staff176, set their

own salaries and bonuses, and everyone had 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 result were not directly proportional was also encouraged. But the corollary to this power

and flexibility, was a view that freedom has its consequences, including the possibility of

failure, against which employees were provided with little protection. Loss making operations

were invariably closed. I??

An interesting aspect of Semler's approach was his insistence that the ideas implemented at

Semco could travel - something that his book was der'icated to proscelatising about'". He

scorned the tendency of slavishly following copycat versions of Japanese managerial

techniques, and recognised that the Semco experience could 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 rej ection 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 international dimension to

participative management: first, the extent of the impact of globalisation on the managerial

practices within each nation state; second, the degree 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 more 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 management projects and of the legislation which was eventually promulgated

in 1996. In most of the South African companies discussed below, the experience of

participative management in other countries is apparent. Premier, for instance, drew from both

Japan and Germany in devising its programme, PG Bison from Japan, the United States,

Brazil and Germany, Volkswagen, directly from Germany, and, as is argued below, several

companies eschewing participative management 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.180
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Finally, it is worth asserting that this international dimension to the South 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. While this compartmentalised way of considering the international impact has a

convenient simplicity, it is not adequate. It needs to be recognised that "international" does

not imply uniform or universal. Rather, the forms of managerial practice which emerged in

the advanced industrial countries, as in South Africa, are themselves not divorced from the

political and cultural ethos in which they emerged. The point here is that wherever it is found,

participative management is about more than itself.

235



1. Stuart 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
analysis, 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 United Kingdom,
Japan, and Australia. Newly industrialising 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 national output was in the distribution sector, and
2.5 million jobs were lost in the manufacturing 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
1990s, 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 million). The percentage
of unionised Americans fell from approximately a third in 1963 to just over 15 percent in 1994, with
only 10 percent in the private sectors, a similar figure to that in France. 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 cited in The Guardian Weekly, September II
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 to 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 after the price rises of the early J 9705 (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 fmancial system was vividly
revealed through the 1994/5 Mexican crisis 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 IMP, the
WorId Bank and many foreign investors - of the "Mexican Miracle", which had been widely cited as
the path f<)rThird World and developing countries to follow: a dutiful swallowing of the World Bank
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CHAPTER FIVE

PARTICIPATIVE MANAGEMENT IN SOUTH AFR!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

'stakeholding' an unlikely managerial option were it not for the politically related pressures

on business at the time. Those countries where participative management developed deep

roots in one form or another - through legislation, voluntary adoption or a combination of

both - tended to have several factors in common: cultural and linguistic homogeneity: settled

labour forces; relatively low income differentials; low rates of unemployment and/or strong

welfare nets; a strong manufacturing 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 Sweden 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 b~'

the 'City', its deep class and cultural divisions, its history of persistent antagonism 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 as 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 raw materials since the end of

the last century. Despite periods 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, m protection from the

state (particularly through import tariffs), and also came to rely on the role played by the

state as a purchaser, most markedly in the spinoffs from the armaments industry" and the

apartheid infrastructure - with both of these factors 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 production of consumer goods was dependent

on the import of machinery from Germany, 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 unique, was more skewed than that of any

other developed or developing country. The key dimension to this was the concentration of

ownership and control in 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,

this concentration of share ownership was extremely narrow, with the 'Big Five' financial

and industrial conglomerates ~ Anglo American, Sanlam, Liberty Life, Old Mutual and

Rembrandt - controlling between 80 and 85 percent of the JSE's market capitalisation through
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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 half of the country GDP (while in comparison, in the US, the Fortune

500 companies produce approximately 10 percent of the GDP).5

3. One reason for this concentration (aside from the politically-related causes such sanctions,

disinvestment, exchange control and various apartheid distortions) was that the financial

markets were driven primarily by institutional investors, with most of the cash flows from

this expanding sector" invested in the JSE. This further concentrated control of the market,

which had the effect of diminishing market liquidity? and reducing the number of investors.

This concentration of wealth, along with the country's political instability, contributed to the

British-style 'short-terrnism' 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

growth. By 1990 white metropolitan incomes averaged 8.2 times that of Africans (compared

with a differential of 11. 8 in 1960)8, while the share of whites in the country'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).9 According to the 1991 population

estimate over 75 percent of the country's population was African and under 14 percent

white. to
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attractive option for management, despite the pressures in the opposite direction exerted by

some of the country's economic conditions. It is worth reiterating the main currents here.

By the mid-1980s the white business community's faith in government re -rns was rapidly

eroding in the face of international sanctions and internal revolt. 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 played 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 previous decade, that

unions could be steered away from politics, had faded. Furthermore, the unitarist,

management-dominated Iiason committee system of the early 1970s had been replaced by a

more sophisticated industrial relations regime involving the recognition of collective

bargaining rights and the right to strike, with many recognition agreements also curtailing

the powers of management regarding issues such as dismissal, discipline, health and safety,

retrenchment and redundancy.

But, largely because 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, the unions

would 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 accordingJy), but needed to be accommodated. It was also becoming apparent to

them that there was a strong tendency among black workers and their union representatives

to equate white power at a company level with the white power of the state, and oppose it

on the same basis. This perception was strengthened by several, well-publicised examples of

collusion between senior managers at some companies and the security police, in detaining

worker leaders during periods of industrial action.P Unless a company took a stand against

apartheid, both in terms of its internal operation and its public pronouncements, this equation

was unlikely 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 them 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-1980s, would find its way onto the shopfloor through wildcat

strikes, go-slows, sabotage of machinery and general indiscipline." This further contributed

to 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 often controversial 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 solutions, as well as increasing the 'transparency' of the firm

by providing more information to workers, improving internal communications systems and

in many cases, flattening management structures. An added motivation was to reduce tensions

associated with annual wage negotiations by making contact with worker represent.atives an

ongoing process rather than a once-off event. Arguing for this strategy, Loet Douwes- Dekker

of the Wits Business School noted: II The formal introduction of workers' participation 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 management actions in that year. Such arrangements give the necessary assurance to

workers about the impact of those decisions. 1124

It was also recognised that in order to improve peif,~rmance it was imperative to win greater

commitment on the part of workers to the 'v. lues' 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 often manifested through worker objection - frequently passive, but increasingly

active - to the managerial style of white supervisors and line managers. While the political

upheavals and union growth of the previous decade had awoken among executive directors

a desire to move beyond 'baaskap' and paternalism, and towards a more cooperative, less

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 a natural fact of life,

were unlikely to change their way of relating to black workers simpiy because the CEO said

they should. The fact that with few exceptions managers were white and workers black

formed the basis of many of the shopfloor tensions, as well as the basis of many of the

difficulties involved in improving performance. One example was that as a result of the

legacy of neglect of African education, many workers, including matriculants, were

functionally illiterate and innumerate", and therefore provided a very small pool of potential

recruits 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 introduce literacy and numeracy programmes, and contributed to the affirmative

action drive which began in the late 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, because of the Group Areas Act and other apartheid laws, most black employees lived

considerable distances from work, in overcrowded and under-serviced conditions", often

having to make use of inadequate public transport and therefore contributing to absenteeism,

lateness, exhaustion, low concentration 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 management programmes (or as part of them, through

involving unions in the planning process). It might also be argued that the far higher levels

of unemployment within the African population, when combined with generally larger

immediate and extended families, stronger community ties, am! far lower average incomes

than whites", meant that pay packets needed to be stretched fcrr 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

be reduced merely to a set of political consequences of apartheid. As in other countries, there

was also a more deep seated cultural component which intermeshed with the political

dimension - a consideration invariably ignored or underplayed by those, whether historical

materialist or neo-classical, who view employers and employees primarily as economic

agents. The most 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

languages of African workers. This had a direct effect on communications between

management and workers, incr easing the possibility for misunderstanding and offence. In

many instances communications between white and black amounted to little more than a set

of similified commands, which effected their perceptions of each other. From the point ot

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 arrogance

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 to their suburbs or townships
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or hostels, eating and sleeping, spending time with their families, going to church or footbaII

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 experience 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, but even

more pertinently to received values and cultural heritage more generally. Even in areas of

apparent consensus, the differences were sometime.') 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 were raised within an ethos

influenced by Protestantism, and among Afrikaners, particularly 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 growing denominations being those of the

Zionist and other African independent churches. Among the membership of most of these

churches, and others, there was a tacit acceptance of mixing traditional ancestral belief and

practices" with those of Christianity - a view anathema to most branches of mainstream

Christianity. ~nd most particularly its Calvinism."

The combination of religious and other cultural traditions and received values, and the reality

of people's lives at work and away from work, meant that white and African employees

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 pioneering participative programmes, there was an explicit

acknowledgement of the importance of this cultural dimension to their industrial relations

problems". For example, at Cashbuild the MD Albert Koopman came to the conclusion 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 similarity ~ they both placed a great

emphasis on group cohesion as opposed to individualism. 1135 A major aspect of the 'change

processes' 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 their employees, which were combined with 'value-sharing' workshops, often involving

black and white employees 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 introduction 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 a number of channels. In a few cases - particularly within the motor industry - the

framework was set by a foreign parent company. More commonly the channels 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 practice, as well as the influence on

company CEOs and other executive directors of local and foreign managerial consultants, and

in some cases, international trade and travel. In this way aspects of the experience of

companies and national systems in Japan, Germany, the US, Britain and Brazil was absorbed

into the South African business milieu. Once applied under indigenous conditions, 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 South 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 interpret them differently. Everyone's now talking about the 'Learning Organisation' 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 does 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 go you pick up copies of the

Harvard Business Review. When I talk to people, they're all using the same jargon - global

competitiveness, empowerment - everyone talks about empowerment now, though, of course

they attach different meanings to it. 1136

5.2 THE EMERGENCE OF SOUTH AFRICAN PARTICIPATIVE MANAGEMENT
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If the above discussion points the way to some of the general pressures and inducements

prompting the participative wave, it is worth looking more specifically at hew this came to

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. However, by the mid-1980s this option

was starting to achieve a measure of prominence and respectability in business schools and

business think tanks, and was beginning to make an impression on several prominent business

leaders and consultants, 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 the

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 to effective participation than they had been a decade

earlier. The reason, he wrote, was the "misconception that management is the application of

a collection of processes, practices and techniques rather that a total system of interacting

activities built on a cohesive corporate ideology. "37 While this observation was essentially

correct, Viljoen's downbeat prognosis about the prospects for the future, turned out, in

retrospect, to off the mark. Instead, the theorising about participative management gradually

began to have concrete effects in practice because it gelled with 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 111 1986, which Christo Nel - later to

playa central role in PG Bison, Itisa and CBM - was employed to draw up. It outlined
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arguments for participation and dealt with concerns from within business about this option

as well as with worker antagonism to business and to capitalism, noting that South African

managers were not inclined to look beyond the day-to-day activities of workers, that they

tended to reject worker participation in managerial decision making beyond the most

superficial 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

work 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 a number of some

specialists in the field, who then built on the ideas when implementing participative

programmes towards the end of the decade.42

But the caution concerning participative strategies was not confined to management. Among

workers, and more particularly among the leadership of trades unions, there was a deep

suspicion about such strategies which persisted throughout the 1980s and early 1990s, and

certainly still exists in a more muted form at the time of writing. The dominant responsewas

that participative management was a scheme to coopt workers away from class struggle and

socialism 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 leaders about the dangers of participation - even from those associated with less

confrontational stances. For example in August 1986, soon after the publication of tile Project

Free Enterprise report, CUSA general secretary, Piroshaw Camay argued: "One cannot talk

about participation in the economic sector when there is still discrimination on a political

level in this country. 1143 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 introduce worker participation

structures was the "fear that labour will extend its control over production and undermine

managerial prerogative 1144, and this was one of the reasons for the initial reluctance to embark

On this journey.

Furthermore, aside from the resistance of management and worker leaders, there was the

question of the ethos within business at the time, which required fundamental change before

participative management programmes could succeed. Viljoen argued that in order to raise

worker motivation through participation a system was required with the following

requirements in place: 1. A friendly, relaxed, supportative work environment involving a

comfortable relationship between subordinates and their superiors. 2. Managers showing full

confidence and trust in subordinates. 3. Responsibility for achieving company goals shared

at all organisational levels. 4. Employee development policies and fringe benefits

implemented at all 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 contribute 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, assumptions needed

to be met: 1. That all employees were aware of the values, philosophy and success factors

of the organisation. 2. All employees had a 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 tc 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 to 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. Nevertheless, the usefulness 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 management could, at least, become self-sustaining.

As a result 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 health and safety committees." Maller 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" ,49 There was a drive among various managerial consultancies

and organisations such as the National Productivity Institute during this time to promote "in-
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a-groups", quaiity circles and other autonomous workgroup forums to improve productivity

and quality and communication between management and workers". Douwes-Dekker,

however, argued that the "success cases" of quality circle implementation in this period

operated mainly in white collar and semi-public services enterprises where the power

dimension of unionism was latent, and that very few recognition agreements contained

specific procedures on this or other forms of worker participation' I, although it is worth

adding that there were several companies which implemented quality circles in this period

as part of an overall commitment to a TQM 'philosophy', rather than merely as an adjunct

to existing hierarchical practices. Carlton Paper, for instance, a company unionised by

Ppwawu, began changing its managerial structure along 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. 52

This period also saw the introduction on a significant scale of various programmes aimed at

increasing the financial stake of workers in their companies. Profit sharing schemes for

workers were gradually 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 company rather than individual performance,

however and were negotiated with unions as part of participative packages. More significant,

however, was the growth of Esops, which achieved a measure of popularity in the late 1980s.
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According to one survey, 120 companies had introduced some form of employee scheme by

October 198854, up from 24 a year earlier." These schemes typically involved either an

outright purchase of share (or minimum deposit) or an option to purchase, made available

to 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 service 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. 58 The plan immediately attracted controversy because Anglo

American did not consult its trades unions during the process, leading Cyril Ramaphosa, then

general secretary of the NUM, to describe it as "political 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."59 Similar criticism was levelled at Pick 'n Pay by its majority

union, Ccawusa, 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)," Ccawusa criticised the

lack of consultation around this plan, attacked it for aiming to reduce worker power and

promote capitalism, and announced an intention to oppose it. 61 III 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

community development (though subsequently workers were given the choice of accepting

the dividends for themselves). 62 Several other dis investing companies adopted similar models

including IBM (black employees gained 13 percent of equity in 1986), General Motors t:"

undisclosed portion of profits were 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

a 1988 survey of all Cosatu unions, all but one (from a response rate of 67 percent) rejected

ESOpS64, while the then Cosatu general secretary Jay Naidoo" and the then-SACP secretary

general Joe Slov066 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. In 1992 a framework was negotiated with the Chamber of Mines as part of a 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 minimal profit sharing initially (five percent), and a higher worker

share (up to 20 percent) once a "trigger level" was reached. 67

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

understanding. These typically involved white managers 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 programmes 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 literacy

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 ltisa was signifk '1t. 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 late 1980s had

a 50 percent share in Itisa"), before being used as part of the change process programmes

at several other companies which retained Itisa, including SA Breweries and Nampak."

These value sharing programmes, along with the other 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 be Klerk took over from a stroke-stricken

Botha as NP leader and eight months later as State President. The release of political

prisoners began in 1989 and the year also saw several high profile contacts between the ANC

and various actors from the white business and political stages. In February 1990 De Klerlc

unbanned all banned organisations, released Mandela and later repealed most of the

remaining apartheid laws, including the Group Areas, Separate Amenities and Population

Registration Acts, while Namibia achieved its independence. While the form of the future

political and economic dispensation 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

c -tions, In some cases, like Nampak and SAB, the catalyst was a damaging strike, in

L•.J • ;""~ Premier a decline in relations with trades unions played a contributory role, and

in all cases the role played by 'enlightened', or reformed, CEOs was crucial. There was a

palpable 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 participation in limited decision making

on the factory floor"." She offered four reasons for tbis: 1. the need to improve productivity

in the context of economic crisis; 2. the attempt to increase loyalty 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 capacities in order to improve productivity

and the quality of their work; 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 turn of the decade one can detect a greater sense of urgency within

leading companies about 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 to other companies, conferences, business

schools and other business forums, or to meet with or pass on materials to other

managements." 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 PO Bison was

very broadly accessed via CBM and there was a lot of interest. The PO 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 corporations in CBM and

they're all very aware of what PG has achieved. "78
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This wave of managerial interest nudged the union movement into formulating more

considered responses to participative 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 towards 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 a more conventional, TQM-type participative management scheme at Carlton

Paper. The variety of responses within union branches prompted ", wawu to seek assistance



from Wits University's Sociology of Work Programme, resulting in two senior 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 certain 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 them 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

by the 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 is not

supportive of participative management, great difficulty will be encountered in sustaining

its 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. 1183
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A 1993 survey of 22 South African 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 management 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 commitment of CEOs to these programmes, "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. ,,85 He said much of the

problem 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 striven for in spite of, and without consultation

with, the person at the shopfloor 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. "86
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Most of the companies introducing coherent participative packages in the late 1980s 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 banking sector. But several of the major movers

in South African industry made few substantial efforts in the direction of participative



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' sce:nario

productions at tile 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 evidence of sustained interest and no moves from the centre

to set up 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

to 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,

argument.s for a reduced role for unions".

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 to 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 its 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 small, although 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. 1192

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

if the organisation 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 divisions provided a further drawback to worker participation), and

Anglo American, there was neither the commitment at the top, nor the autonomy within the

'family', for participative programmes to flourish. 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 control (through interlocking shareholdership). And, as is discussed in

chapter six, since then the pressures tavouring participation have continued to mount, albeit

with considerable ambiguity, as a result of the imperative to improve performance and

efficiency because of the increased local 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 tl ;}i~ anions in the

governance 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 concerns about union growth profitability and market share, in

prompting these ventures, it is worth examining some of the representative examples.

5.3 CASHBUILD AND VOLKSWAGEN

Two of the earliest examples of comprehensive participative management programmes were

those at Cashbuild Limi.ted, the southern Africa-spread building materials 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 several respects, arise from conflicting managerial and trade union

approaches. They also emerged in firms with substantially different conditions: the one a

high paying, single factory manufacturer with a strong union presence, the other a relatively

low paying, multi-store retailer, with a weak union presence. VWSA, a wholly owned

German subsidiary, introduced its programme through the mechanisms of its collective

bargaining structures as a result of a sustained conflict With its main union, and focused

primarily on what Salamon and Douwes Dekker call power-centred but indirect forms of

worker participation while Cashbuild, which had a weak union presence, focused both on

direct, task oriented corms of representation and direct and indirect power centred forms of

a different nature", and at the same time placed considerable emphasis 011 changing the work

culture and eliminating managerial racism, something that VW placed less 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, Nampak, 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, its managing director Albert Koopman introduced a participative management scheme

- with the acronym CARE (Cashbuild's Aspirations with Regard to Excellence). Koopman

and his successors appear to have had considerable 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 performance since participative

management was introduced in 1983 was generally impressive, a factor which has kept its

holding companies from intervening to 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 authoritarian" 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 traditional'?') 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

274



communal (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 managerial system were meaningless or demotivating to

workers and looked towards Japanese precedent to find what he regarded as relevant cultural

parallels.P' The Cashbuild experience was subsequently described by Freund as one which

"is as close a model to a South African prototype 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. ,,104 This was

subsequently framed as a "solution to the South African 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. lOS Though

the company avoided taking 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.106

After the year of research, CARE presidents in all branches were elected and taken off the

job to participate in 'indabas' where their opinions were solicited on the company and on

their own needs, 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 CEO, 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

promotion of women.!" The initial roles of the branch presidents included conducting

in-house surveys about employee grievances and problems within the company .109 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

good enough, because although we recorded it, what came om: of that was very sad. III III

The outcome of this process of consultation was a fresh set of company principles, stressing,

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. III Soon after, CARE groups were set up consisting of

employees in each of five categories ranging from unskilled workers to senior 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 1985. Jl3

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. Venturecomm portfolios included merchandising, labour relations, worklife quality,

safety and operations (a position always held by the branch manager). Besides the branch

manager all Venturecomm members were elected annually, after wnich they were trained in

decision making and management ski~:J.114. 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: "Venturecomm serves as a 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 by all staff through a process of joint

decision making at all levels. Effective communication and time management thus achieved

will lead to an 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 negotiate

wages. Instead, each year at the annual 'Great Indaba' two elected representatives from each

branch gathered to discuss wage and renumeration packaged, make company policy,

represented all the CARE groups and generally operate as what the company called a

"democratic forum of majority rule" y8
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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,



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 around a fire in a bush setting. The aim, according to Haumant, was for

management to listen, observe and record employee perceptions, but not to judge. 119 There

was a variety of other measures aimed at i-icreasingproductivity and loyalty to the company

(not all relating to participation), including 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 achievement (or of under-achievement) and the "Hall of Fame"

board at the company's Head Office in recognition of "outstanding contributions"yo In 1992

Pepkor 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.121

Cashbuild introduced several community-oriented programmes for employees, focussing on

training, education and housing, as well as a group retirement plan, but did not have an

external corporate social responsibilityprogramme. 122The housing programme involved loans

drawn from the company retirement fund, which were available for buying, building or

improving houses.P' All management and technical skills courses were run externally'".

According to Haumant, in one year, 40 percent of all staff attended a formal training course

to supplement on-the-job training.!" Literacy programmes were carried out at branch level

and according to the company, by 1994 only four percent of their employees were

functionally illiterate.!"
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Considerable effort was given to challenging racial attitudes, particularly on the part of white

staff. The introduction of CARE groups and then Venturecomm led to an initial decline in

support for the company from management, though by September 1985, according to

Koopman, this had returned to its 1981 level of 89 percent. The reason for this was that he

had "lifted them out of their traditional South African way of thinking" .127 Racism was

banned and the companv introduced programmes such as joint management-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" .128 However, her survey of worker attitudes 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.P" 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 to Haumant, the keys to the participative management process TIe to monitor

employee aspirations on a regular basis and to have a management team which was open to

criticism and which "puts its money where its mouth is". He went on to say: "The pilot of

change must adapt at all times to the context he faces. Participation at all times highlights the

shortfall of management. You have to feel comfortable with criticism. "131
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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 programme



with the aim of headhunting potential black managers from outside the company. Cashbuild

Human Resources director Kevin Lowe said this resulted in one in four management

appointments being externally based. 132 Of the 1104 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 000135, though in 1992 Haumant had predicted Cashbuild would reach

the 75 percent figure by 1997136•

Cashbuild's attitudes to trades unions in general, 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 .md the company 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 1990 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 trust of the workers over the years.!" Writing in 1992 however, Maller,

described the attitude of management to the union as "predominantly unitarist", though this

appears to have been too rigid a definition of their approach at that time. She noted, for

example, that the Venturecomrns bore close resemblance to the German Works Committees,

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 mentioning that Koopman's attitudes to unions appeared to change gradually in the

direction of a more pluralist understanding of industrial relations around about 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 1987139, 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 employees were union members in

late 1984, and this increased to 26 percent in 198914°, though according to Finance Week

under four percent of staff were unionised by 19\,2141, 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 '1 result of the small sizes of the branches (an average of about 14

employees per branch in 1994)143 and their predominantly rural location. Maller argued that

as a result of this, the effect of the union on working conditions, wage rates, relations among

workers and between workers and management was negligible. 74 percent of her worker

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. 144 The company has never experienced a strike

at any of its branches throughout its 18 year history.!" Her research also indicated that wage

levels at Cashbuild were "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 1993/4,147 A majority of respondents (64 percent) "reported good or

satisfactory working conditions" 14B and 90 percent said they were never or seldom ill, leading

her to conclude that despite being based in areas traditionally 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. "149
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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 little opportunity

for influencing decision-making, 152While her criticisms of the paternalism that has sometimes

been an aspect of the company's ethos, have validity, a weakness in her approach is, as

Freund notes, she is "reluctant to celebrate Cashbuild success, given her strong union

commitment and the reality that management power is not seriously affective by the

participatory structures. ,,153 It is worth 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". 154

Furthermore, the company had considerable success in eliminating managerial racism and in

reducing the communications gap between workers and management. Its strike-free history

and its record on health, safety, as well as the positive responses elicited in her 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 conclusions indicate. Given

these achievements, ahJ its long tenure with its CARE programme, it seems recalcitrant 110t

to cite the Cashbuild example of participative management as one of the more successful in

the South African experience.
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5.3.2 Volkswagen South Africa

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 distinct from that at Cashbuild with a substantially 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 benevolent influence of a foreign parent company whose managerial attitudes had been

forged through several decades of co-determinism, and, related to this, a liberal top

management regime at VWSA. The relation between the parent company and subsidiary has

been particularly important. The VWSA board was (and is) chaired by a senior German

executive and while it enjoyed considerable autonomy in terms of daily operations, its

strategic business plans required the sign-off by the parent company.155 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 two existing

independent unions into the National Automobile 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 disciplining workers

without the union's involvement. Despite the progress in this respect, in 1982 VW workers,

283



along with other motor workers in the Eastern Cape, went on strike (followed by a wave of

subsequent industrial action) over a wage dispute. This led to a new series of negotiations

after which full-time shop stewards were introduced (eight b} 1989 and 14 by 1994) along

with an initial quota of 35 other shop stewards, all of whom enjoyed considerable powers

within the company. 156 Another major wave industrial action came in 1985 when Ford

workers, along with 100 000 others from the Eastern Cape, including the VW workers,

embarked on a four day stayaway against the Amcor-Ford merger, increased petrol prices

and retrenchments.l" A further wave occurred in 1989 when, between June and September,

there were 30 strikes and work stoppages, many in response to dismissals'". Thereafter

strikes became almost an annual occurrence'", in some cases over payor dismissals, and at

other times as part of regional and national disputes within the motor industry. During the

first five months of 1994 the company said it had lost R20 -R25 million in "unprocedural"

strikes'?', which its HR Director, Brian Smith, said would "threaten the future of all jobs at

VW and throughout the supplier industry. "161 In August 1994 25 000 motor workers!",

including 5 000 from VW163, were involved in an industry-wide pay strike, lasting five and

a half weeks (at VWl64) - estimated to have cost the industry R2.5 blllion'", and endangering

its future in the region.!"
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VWSA was headed throughout this period 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 adopted 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



with regard to participative structures without the prior approval of the cautious 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 within Fosatu, the main union federation prior

to the formation of the larger and more overtly politicised Cosatu. This approach, which was

influenced by militant currents within the British syndicalist traditlon'", involved a strong

emphasis on the 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 late 1980s, however, there was a shift in direction within Eastern Cape Numsa

towards a closer alliance with community organisations within the Congress tradltion'?",

largely 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 struggles 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 relations with the company. The combination of the

hands-off, adversarial approach of the FOShi.U days, and the politicised militancy which

emerged subsequently, 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

periodic strikes, walkouts and other forms of industrial action, continued, despite efforts by

senior management to 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 I 'magement-initiated

programmes and structures, with a strategy of 'adversarial participation' being followed, and

some of management's overtures, such as for union representation on the company's board,

were rejected until 1994.172

Nevertheless, aspects of Germany's co-determination model were uced with union

backing in the late 1980s and early 1990s. Particularly imp., •.•...t were the joint

management-worker committees to promote co-operation on issues of common interest. The

key committee 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.I" This was

viewed by management as an embryonic, German-style works council, and by the union as

a negotiating forum where its concerns could be put to management, and through which it

could obtain strategic information on the company. 174 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 Committees (monthly 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-management presentations on business

unit successes and failures, a Negotiating Committee (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. 175

Management also succeeded in introducing important components of Japanese motor industry

production technique, as well as its continuous improvement 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 periodic strikes and work stoppages which

regularly interrupted the flow of goods and services. Despite these innovations VWSA

maintained a policy of labour intensity, 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 prior 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 VWSA 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 model as well as from prolonged negotiations with a union maintaining strong

reservations about increasing day-to-day, individual participation. As a result thei . was no

attempt 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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either management or the union to introduce programmes aimed at changing the work culture

more generally - along the lines of the value sharing workshops introduced 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 included "apartheid wage anomalies" as an aspect of wage disputes.l"

Behind this was a paucity of black representation in managerial ranks. Of 7 160 people

employed at VWSA in August 1994181, 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,

35 were black (African, coloured and Indian).182 As a result of this low representation of

black employees in managerial ranks, VW launched an affirmative action drive in 1993 to

increase the proportion of blacks in management through outside recruitment'" (and among

those employed were several prominent UDF Ieaders.!") 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 1995: "My impression is that the company is now very serious

about combating racism and I have been well treated since arriving here in 1993. They have

a 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. "185

In 1994 Numsa anti some of the white foremen and technicians 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

conclusion they would be better protected by joining the more powerful and better organised

Numsa. The motivation from 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!" - a claim challenged by company figures

showing that in August 1994 only 49 percent of artisans, foremen and 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. 188

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

negotiations, the company launched its VW Community Trust in December 1988, involving

union and management representatives, with the aim of initiating community projects for

workers and the broader community'". It also introduced well-funded literacy, numeracy

programmes, and, in late 1994 a multi-skilling training scheme'?", as well as training for

unemployed workers, and scholarship and bursary schemes!". An ambitious low cost housing

programme was also introduced for VW workers in Uitenhage 1995192 - a development

cautiously and critically accepted by Numsa.l" Externally oriented commitments included a

RIO-million pledge to the RDP, made by VW group chairman Dr Ferdinand Piech at a

meeting with Nelson Mandela in August 1994.194 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 'lad

business development programmes and support for township sporting clubs."?

After the August-September 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 itself, and later as part of an industry wide agreement. The result was that a period of

industrial peace emerged and racial conflict 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 yet towards

industrial power-sharing in South Africa. "198 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 work together to promote the continued viability ofVWSA. Its main components

included: The formation of a 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 1programme to flatten management

structures; the introduction of a company-based performance-reward system as part of a plan

to increase production; the acceptance of 'outsourcing' (contracting out) of non-core

activities; a moratorium on retrenchments'" while the agreement was being implemented'P';

a commitment by the company to training and skills development as part of an agreement by

the company to pump an initial sum of RlO-million into basic education with the aim of

benefiting up to 1 000 employees and a firm commitment by the union ar-t a company to
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implement affirmative action principles, prioritising black and women's appointment both

internally and externally.?"

Innes argued that this agreement represented the way to "bridge the gap" between the

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, training, retrenchments, research and development

and the latter seeking to improve company performance through increasing worker decision

making in work tasks and through emphasising 'green areas' and teamwork), He noted that

the introduction of a performance-based reward system on a company-wide basis implied a

compromise, with the union accepting the notion of an incentive scheme for the first time,

but ensuring that its rejection of individual-based systems won the day. Furthermore, the

union gained an increased role 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).

Management for its part gained union cooperation in the formation of work teams and in

'outscoring', which gave the company greater flexibility. 202 Overall, it appears that the union,

negotiating from a position of strength after a prolonged and successful strike. was the main

beneficiary from the deal in that its power relative to management was strengthened without

it having to make substantial concessions.

This deal was complemented by a three year agreement between all motor industry employers

and unions, including VW, signed in June 1995. This agreement, effective from July 11995
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