Corporate activity in Puerto Rico: Westinghouse responds

To the Editor:

In reference to Dr. Neftali Garcia's comments on Westinghouse's opera​tions in Puerto Rico (Multinational Monitor, February, 1980), Westing​house has long had an active industrial hygiene program which includes procedures for handling mercury in our plant in Puerto Rico. We take regular and accurate readings of mercury levels in the facility and we periodically check our employees. The results of such tests have been well within established limits. All of our studies indicated that we are in compliance with the U.S. Occupa​tional Safety and Health Administra​tion (OSHA) and other government regulations. Based on our tests and studies we feel there is no basis for the charges which have been made.

As a matter of fact, after the Industrial Mission held its press conference in October, 1978, and made alarming statements concerning mer​cury levels in the Westinghouse plant, some of our employees were under​standably concerned. To alleviate their fears we advised them that, if they wished to do so, they could go to their own doctors for an examination at

company expense. A few employees elected to have such an examination. As a result, no one was found to have a problem involving high mercury levels in the blood or urine.

In addition, we offered to let any recognized government agency into our plant to conduct whatever studies they felt were indicated. Both OS HA and the Puerto Rican Health Department inspected the plant. Neither organiza​tion issued a citation as a result of their examinations.

Robert Owens

Director of Operations

for Puerto Rico

Westinghouse Electric Corporation

Dr. Garcia replies:

The October 1978 press conference was called after the Industrial Mission collected data on the urine of workers in Westinghouse's Cayey plant, and on the air quality outside the factory. The data indicated there were violations of OSHA regulations inside and outside the facility.

If, in fact, Westinghouse has taken steps to correct the situation, that is good news for the company's workers. We find it difficult to trust the corpor​ation, however. Before our press conference, nobody spoke of hazards at the plant. Neither OSHA, nor Westing​
house, nor the Puerto Rican Labor Department said anything.

Westinghouse asserts that OSHA did not issue a citation after their inspection of the plant. That is nothing new. Up to this day, OSHA has never fined a company in Puerto Rico for violating health and safety regulations.

Ghanaians applaud analysis

To the Editor:

We have noted with deep apprecia​tion your elucidating article on the operation of the Valco Aluminum Cor​poration in Ghana which appeared in your maiden issue.

We are in no doubt that your article was written after painstaking research and shows sympathetic understanding for Ghana's economic plight.

The contents of your article have been communicated to our government and I am confident that the very fine points raised will come in useful to the Government and people of Ghana.

We appreciate your concern to see justice done to the people of our country and we doff our hats for a job well done.

More grease to your elbow.

Richard Horsley

Information Counsellor

Embassy of Ghana

Washington, D.C.

Praise and action

To the Editor:

Congratulations! The first issue of Multinational Monitor is marvelous. I read the entire issue, even though it made me so angry I could barely toler​ate it. It also gave me hope because of the great increase in exposure your magazine will give to the terrible impact of multinationals. Companies so often use their own wealth and power to propagate such a different image.

After reading the short article on the sea conference, 1 found the number of the House bill and encouraged a few people to write their Representatives and the president asking that they oppose passage. Not much, but every bit helps.

Good luck. Thanks much and may God bless your work abundantly.

Sister Gladys Schmidt Chicago, Illinois

Introducing James Ridgeway

With this second issue of Multinational Monitor, we are proud to commence publication of a regular monthly column by noted journalist and activist James Ridgeway. Founder of the Public Resource Center, Ridgeway for six years provided insights into the increasingly complex questions raised by the exploitation, distribution and use of world resources through his newsletter, The Elements. The newsletter has passed from the scene, but its incisive reporting and analysis will continue through Ridgeway's column. We heartily welcome both James Ridgeway and the readers of The Elements to Multi​national Monitor.

In this month's column, Ridgeway predicts the rise of a major export trade in coal, as the mineral replaces oil as the world's leading source of electricity. He reports that this trend may spark a renaissance in the international shipping industry, as coal tankers are built to accommodate the increased seaborne trade.

∎∎∎

The response to the February issue of Multinational Monitor from around the world has been heartening. We would again like to emphasize the Monitor's hopes of establishing a dialogue with its readers; we exist to promote the flow of information. Consequently, letters to the editor are enthusiastically encouraged. We also hope readers will offer suggestions for future articles and areas of investigation.

We are looking for ways to improve the utility of the

magazine. The Monitor should be a valuable tool for activists engaged in educational and political action campaigns. To become even more useful, however, we need to hear your comments and suggestions. A letter from a reader of the February issue, for instance, pointed out an omission in our article on the U.N. Law of the Sea Conference. The article criticized legislation pending in the U.S. House of Repre​sentatives, but failed to include the bill's number, an important piece of information for those anxious to write their congressman and the President (as this reader did) and urge them to oppose passage.

The April issue of the Monitor will open up a new phase in the magazine's growth, with the publication of our first thematic issue; examining the increasingly complex and troubled international financial system. With a growing number of developing countries on the verge of defaulting on their loans to private international banks, political leaders and bankers are searching for policies to ensure smooth repayment. The remedies they promote, while providing an uninterrupted flow of capital, often entail unbearable economic hardship for the Third World's poor. The special banking section will include a number of major articles and an interview with Dr. Irving Friedman, formerly of Citibank and now affiliated with First Boston Corp., who is recognized world-wide as a leading international financier.

We at the Monitor intend to make multinational cor​porate activity an integral part of the foreign and economic policy debate in the U.S. and abroad. We hope you will join us.

Who Will Gain

Marcos’ Economic Pain

Despite domestic criticism and harsh words from the World Bank, Philippines martial-law president Ferdinand Marcos is moving forward with a new development program centered around 1I large-scale industrial projects. While officials at the lending agency warn the plan may exacerbate 25 percent inflation and further mortgage the country to private interna​tional banks, the new Marcos strategy promises substantial financial benefits for a number of major multinationals.

While most of the projects are in the early stages of negotiation, two of the I 1 are on the brink of implementation. Marubeni Cor​poration, a major Japanese trading firm, recently won a contract to install a $250 million copper smelter with an annual capacity of 150,000 tons.

Reynolds Metals, a major U.S. aluminum producer, also stands to gain from Marcos' plans. The multinational is about to com​plete negotiations with the government over construction of an aluminum smelter with an

annual capacity of between 70,000 and 140,000 tons. Com​pany officials indicate Reynolds will gain a 50 percent equity stake, while the government will control the remaining 50 percent.

An as yet unpublished World Bank report is sharply critical of the general direction of the development program, conclud​ing that the $6 billion cost of the capital and energy-intensive projects-to be shared by public and private investors-would force drastic reductions in gov​ernment spending on rural infra​structure. While a geothermal field would supply the copper and aluminum smelters with 500 megawatts of power each year,

for example, 90 percent of rural Filipinos would continue to subsist with no access to electri​city. To minimize the strategy's impact on rural expenditures, the bank is pushing Marcos to limit government participation in the projects, and allow foreign firms a primary role. Critics of the bank's recommendations claim they address only the symptoms, rather than the root of the problem-the nature of resource deployment in the Philippines.

All in all, the biggest losers in the new development strategy may be the Filipino people. Since Marcos' declaration of martial law in 1972, real wages in the rural sector have dropped by 30 percent. The government's plans to disregard agricultural devel​opment may spell further hard​ship for millions of Filipinos. Coming in the wake of obviously rigged elections in which Marcos' New Society Movement faced strong opposition in a number of regions, the impact of the new "development" plan on the rural population may heighten popu​lar discontent with Marcos' 15-​year reign.

Mexican Tax Scandal Heats Up

Mexican officials have moved against what they believe to be a vast tax fraud conspiracy engi​neered by a prominent Mexico City legal and accounting firm, implicating foreign-owned and local corporations. The country's attorney general has already issued indictments against 15 corporate executives, charging them with defrauding the govern​ment of $209 million in tax payments. More indictments are expected soon.

The complex scheme was allegedly devised by Jess Dalton and Harold Campbell. The Texas-born naturalized Mexican citizens, who are directors of the local law firm Goodrich, Dalton, Little and Riquelme, are closely associated with the U.S. business community in Mexico. Accord​ing to the charges, Dalton and Campbell helped corporations inflate their expenses by estab​lishing a "paper" company, Dynamic Advertising S.A. The corporations made payments to Dynamic for goods and services never received, thereby reducing their apparent profits and tax liabilities. After keeping "fees"  worth 10 percent of the bogus contracts, the two lawyers funnelled the money back to the client companies.

All told, 80 local and foreign corporations are under investi​gation. Five of the arrested executives-all affiliated with

Mexican firms holding bottling contracts with the U.S. soft drink multinational Coca Cola-have faced preliminary hearings. Coca Cola owned an equity stake in one of the indicted bottlers, Delaware Punch Co., from 1959 until November, when it sold its stake to a major Mexican conglomerate. U.S. companies under investigation include f=ashion Fit Sweaters and Arco Gas.

The complicity of Dalton and Campbell surprised the U.S. Commerce Department. Accord​ing to Commerce official Fred Tower, the law firm was "blue chip" and honest, and was high on the embassy's list of recom​mended firms for multinationals doing business in Mexico. Dalton was a "pillar of the American community in Mexi​co," says Tower. Dalton and Campbell continue to evade Mexican authorities, having fled the country in late January with $18 million.

Salvador Campos, counsellor officer at Mexico's U.S. embassy, sharply criticized Mexico City's daily newspapers for whipping up "hysterical" anti-American sentiments over the tax fraud scheme. "This is not a political move at the transnationals," he emphasizes. "it is a routine tax investigation."

Routine or not, publicity surrounding the scandal is

having its positive side effects. Campos says that in the first IS days after initial reports of the investigation, tax collections by the Mexican government shot up by 400 percent compared to the same period in 1979. "Once in a while this sort of campaign spurs on the collection of taxes," he explains. "This time it worked."

Bristol Myers’ “Third World” Cancer Cure

While Bristol-Myers may think it can convince the citizens of Bangladesh that it's discovered a cure for cancer, consumers in the U.S.- thanks to government regulations- are protected from such misleading claims. In the January 31 issue of the Bangla​desh Times the U.S. multina​
tional trumpeted the introduc​tion of CeeNu capsules in the country, and identified the drug as a "life saving anti-cancer" agent, an inaccurate characteri​zation that would not have been permitted in the U.S.

When the Monitor received a copy of the ad, we immediately turned to the Physicians' Desk' Reference ([DR), an authorita​tive directory of vital informa​tion on drugs sold in the U.S. CeeNu's PDR entry paints a picture far different from Bristol​-Myers' claims. The drug is of extremely limited effectiveness and can generate deadly adverse reac​tions. In the U.S., the Food and Drug Administration recom​mends that specially-trained doctors- numbering only sev​eral hundred in the entire country -administer it as a secondary therapy for two specific forms of cancer: brain tumors and Hodg​kin's disease. Bristol-Myers' ads for the drug in U.S. medical journals run to two full pages, and include a detailed account of hazards associated with its use.

Milton Ellis, a Bristol-Myers official, expressed alarm at the ad. Labelling it "a little more aggressive than what we nor​
mally print" and "very inappro​priate," Ellis pledged to identify those responsible saying "I'm interested in investigating who could be running an ad like this."

Ellis explains that while Bristol-Myers operates 103 wholly-owned subsidiaries a​round the world, it is relatively new to the international "cancer business." Each subsidiary has free reign over marketing, and does not have to clear promotion campaigns with company head​quarters. "A lot of our marketers are inexperienced in promoting these products," he says.

Officials at the Bangladesh Embassy in the U.S. are not moved by Bristol-Myers' "inex​perience." Ambassador Tubarak Hussain has sent the ad, along with CeeNu's PDR description, to Bangladesh via diplomatic pouch for review by the country's medical board. "This will be taken very seriously in Bangla​desh," emphasizes Mahubul Alam, counsellor officer at the embassy.
-Leslie Wolf

Hazards On the High Seas

Ships loaded with poisonous chemicals and mineral residues may shortly begin steaming overseas, as waste treatment companies flee soon-to-be issued regulations governing the pro​cessing and storage of toxic sub​stances in the U.S. Although plans by a U.S. company to transport wastes to foreign-​exchange starved Sierra Leone have fallen through, a number of firms are presenting similar proposals to other Third World governments.

On February 19, Sierra Le​one's president, Siaka Stevens, buckled under to international pressure and rejected the pro​posal by Nedlog Technology Group of Arvada, Colorado. The plan generated sharp criticism in the U.S. and abroad, particularly from the country's neighbors.

Late last year, after Liberian President William Tolbert re​buffed Nedlog's advances, the company approached the Stevens administration. The terms of the two proposals were identi​cal: a direct cash payment of up to $25 million in return for permission to construct a waste processing and disposal facility. "We smelled something fishy about the deal and decided not to

have any part of it, despite the money they were dangling in front of us," remarked Liberian Embassy spokesman Sylvanus Corker. "We learned a lesson from Love Canal."

Nedlog's proposal is related di​rectly to regulations scheduled for release this spring by the U.S. Environmental Protection Agen​cy (EPA). The guidelines will include new licensing procedures for dump sites, and a system for tracking the domestic movement of hazardous wastes. "These people are looking for cheap places to dump hazardous wastes, rather than biting the bullet and doing it right," says EPA official WIliam Sanjour.

The collapse of the Sierra Leone plan by no means spells the end of corporate attempts to dispose of wastes overseas. Nedlog has begun discussions with a number of other govern​ments, most notably Chile. The country's near messianic pursuit of foreign exchange and its willingness to defy international opinion make it an attractive host for a waste disposal site. U.S. State Department officials indicate that U.S. companies are also holding preliminary talks with the government of Haiti.

Europe’s Subsidy War

"European governments are obviously being ripped off by multinationals," claims Roger Lyons, national officer of the Association of Scientific, Tech​nical and Managerial Staffs, a major British trade union. Lyons' harsh words put him at odds with European public officials who consider foreign investment a potential cure for the economic woes now plaguing several of the region's countries. Faced with economic stagnation and rising unemployment, European gov​ernments are scrambling franti​cally to attract foreign capital.

Europe's courtship of the world's leading multinationals has increasingly assumed the form of sizable cash grants and tax breaks to any foreign investor planning to establish job-creat​ing plants in the region. Many have tagged the inter-country battle an "incentives war." The nine European Economic Com​munity (EEC) nations last year shelled out an estimated $8.4 billion in assorted incentives, a nearly three-fold increase over the 1977 figure.

Consider the remarkable case of a $270 million Dow Corning silicone plant in south Wales. Early last year, Britain's Labor government agreed to provide $69 million in grants for the project, well within limits set by the EEC anti-trust division. What really raised eyebrows, however, was the negligible number of new jobs-125​-created by the plant, which placed the cost to British taxpayers at an extraordinary $550,000 per job.

Labor unions and EEC offi​cials are voicing grave reserva​
tions about the escalation of the incentives war, and many are calling for unilateral disarma​ment. Trade unionist Lyons cites a common criticism: "These grants are supposed to create jobs. However, many multina​tionals who receive them are in sectors which do not generate a lot of employment, like chemi​cals, pharmaceuticals and petro​chemicals." The EEC anti-trust division agrees. In the next few weeks, the commission is ex​pected to reject applications from member countries for subsidies 7 to 14 companies, including Exxon, the Netherlands elec​tronics multinational Philips and Imperial Chemical Industries. ,

Many critics consider the grants less a governmental policy to attract foreign capital than an indication of the ability of cor​porations to extract concessions from economically-troubled na​tions. "We know multinationals play off countries in the Third World. It also goes on in

Europe," says Bryan Bolton of

Britain's Transport and General Workers Union (TGWU). Lyons charges that multinationals often abuse the grants, building

facilities designed to last only ass

long as incentive packages do.

For example, Lyons claims U.S.

multinationals including Timex

and National Cash Register

moved into Scotland after re​
ceiving major incentives, and

closed down factories after the

concessions expired. "Dundee

was going to be the new

electronics center of Northern

Europe," he explains. "Now

there are only a handful of people

left there."

-Joseph Contreras in London

Labor Battles Hazard Export

A prominent trade union leader examines the flight of hazardous industries to developing countries and workers' efforts to combat this global corporate crime.

By Herman Rebhan

T

Geneva, Switzerland 0 THE WRITER OF DE​tective thrillers, arsenic is still a good old-fashioned way to finish someone off in a hurry. But the poison is more than a favorite murderer's agent employed by mystery writers such as Raymond Chandler and Mickey Spillane. Arsenic is an impor​tant industrial by-product of copper smelting and is in demand for the man​ufacture of pesticides and herbicides. And in the workplace, it is as deadly as in detective novels.

The leading form of commercial arsenic sold in the United States is arsenic trioxide, or white arsenic. Extracted from copper ore during the smelting process, the chemical com​pound is used primarily in the production of herbicides applied to cotton crops in Oklahoma and Texas, and in the manufacture of wood preservatives.

Increasingly, white arsenic consumed in the U.S. is being produced abroad. Last year, U.S. imports reached their highest total since 1975, climbing to 12,000 tons. This new pattern of production comes in the wake of mounting evidence that exposure to arsenic poses grave dangers to human health. As regulatory agencies in the U.S. have strengthened standards gov​erning copper workers' exposure to the compound, multinationals have shifted production abroad to less regulated havens in the developing world.

The export of hazardous work processes is becoming a massive problem, and is threatening the health of workers around the globe. The case of arsenic trioxide dramatically illus​trates the effects of corporate policies

Herman Rebhan is general secretary of the International Metalworkers Federation (1 M F). Based in Geneva, the IMF is the largest international trade union secretariat in the world, repre​senting more than 14 million workers.

that place profits above a concern for worker health, and the willingness of multinationals to condemn workers in the Third World to facing health risks deemed intolerable in industrialized countries.

In the United States, the sole pro​ducer of arsenic is a copper smelter in Tacoma, Washington owned by Asarco, a mining multinational with earnings totalling $259 million in 1979. The Tacoma smelter is uniquely designed to process ore containing unusually high levels of arsenic, and for years supplied about 50 percent of the domestic market for arsenic trioxide.

The smelter also marketed something else, for which there were no voluntary consumers: cancer studies as far back as 1940 identified inorganic arsenic as a carcinogen, and in May, 1978, , the Occupational Safety and Health Administration (OSHA) took action to protect workers from further hazardous exposure. After considering studies such as one presented by Dow Chemi​cal, documenting that workers exposed to arsenic developed lung cancer at a rate 300 percent higher than expected and lymphatic cancer at a rate 500 percent higher than expected, OSHA ordered the maximum arsenic content of workplace air reduced from 500 micrograms per cubic meter to 10 micrograms. Asarco officials, despite federally-funded studies concluding that former workers at the Tacoma smelter were dying from lung cancer at a rate three times greater than the popula​tion of Washington state, quickly applied for a relaxation of the regula​tions. The suit is still pending in a federal appeals court.

Asarco's reaction to the new stan​dard, however, far surpassed mere courtroom negotiations. In 1976, while the debate over possible new regula​tions was heating up, Asarco began cur​tailing its production of arsenic trioxide at Tacoma. The multinational termi​nated agreements with other firms to process high arsenic residues these companies could not refine. In 1977,

according to the U.S.. Bureau of Mines, production of arsenic trioxide at the smelter plummeted 28 percent from 1976 levels. Production continued to decline and in January 1979, the company put the copper refinery on "stand-by," and began drastically

reducing its smelting operations. Workers are now better protected from lung cancer, not as a result of Asarco installing new environmental technol​ogy at the 65-year old plant, but by unemployment.

While production at Tacoma has been declining steadily, production of arsenic trioxide overseas and imports into the U.S. have been skyrocketing. Between 1976 and last year, imports of arsenic trioxide increased nearly threefold. Mexico's largest mining company has set the pace for expanded production. Industrial Minera Mexico (I MM), 34 percent owned by Asarco, increased its arsenic trioxide produc​tion from approximately 4500 tons in 1975 to 5500 tons in 1979, the largest increase of any developing country. ,increase to Peter Austin, the company's U.S. representative, 75 percent of its output is earmarked for .export to the U.S.

Asarco's Mexican affiliate, helping to compensate for the company's reduc​tion in domestic arsenic trioxide pro​duction, operates without environ​
mental restraints comparable to those

imposed by the U.S. government.

Discussing standards for worker exposure to arsenic, IMM official

Austin stated that the Mexican

government "doesn't have those kinds

of regulations yet."

U.S. Bureau of Mines statistics

indicate that between 1975 and 1978,

production at I M M accounted for 39

percent of all arsenic trioxide imports

into the United States.
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 EPEATEDLY, WHEN RELO​cating hazardous work processes abroad, multinationals have chosen countries where trade unions are weak, dominated by the government, or non​existent. The arsenic pattern exists in many other industries. In Mauritius, a South African company has established a factory producing parts for hair​dryers. There, 90 young women handle asbestos-the killer dust-with no effective protection. Over 35 years ago, when I was an auto worker in a General Motors plant in Chicago, we would sleep on bales of asbestos. It was the softest and most comfortable place we could find in the shop, and it provided a convenient place to hide from the foreman. U.S. government officials now estimate that over 400,000 workers will develop cancer as a result of exposure to asbestos. Yet these African workers, unable to challenge corporate health and safety practices through direct union action, toil unprotected.

In addition to endangering the lives of workers in developing countries, the export of hazardous industries, or the threat of potential export, often undermines the effectiveness of regula​tions in the developed world. Take the case of Danish shipyard workers. Since early 1979, the Danish safety authorities have banned epoxy spraying of ships because of the material's extremely hazardous nature and the difficulties in providing effective protection. Expo​sure to epoxy resin leads to the development of severe forms of excema, the crippling skin disease.

Most shipowners still insist on epoxy

spraying of their ships, however, and in

Denmark they have used a form of

blackmail against their workers.

Repeatedly, corporations have threat​
ened to place orders in Taiwan, South

America or Eastern Europe unless

workers petition for a special exemp​
tion from health and safety regulations.

Faced with the prospect of further job

losses in their , shipyards-the ship​
builders' job market has declined 30

percent since 1975--the union has

reluctantly applied for and received the

exemptions.

O

NE OF THE MOST DIRECT ways an international trade union federation can help stop the export of dangerous materials and work processes is by encouraging and actively supporting the development of strong, independent trade unions in the Third World. An authoritarian regime, neither accountable to nor representa​tive of the general interests of its popu​lation, often is unconcerned about protecting its citizens from exposure to lethal substances and hazardous work.

It is consequently only through pressure from below-workers organ​ized and determined to resist decisions made by their governments that the export of hazards can be stopped. With the support of international trade union

secretariats, workers in the developing world will themselves stand up for the rights that have been won by trade unions in the industrialized world. It cannot be long before they revolt against being treated as the industrial garbage can of the United States, Europe and Japan.

In response to the growing threat posed by the export of hazardous industries, the IMF has expanded its health and safety department and is implementing a major program to combat this global corporate crime. We produce a regular bulletin on occupa​tional disease designed for shop stewards in plants in developed and developing countries. For workers in the United States such a bulletin may amount to little more than preaching to the converted and to those with easy access to the faith. But in Latin America, Asia and Africa, our affiliated unions do not have large research de​partments or full-time health and safety officers. They can use material from the bulletin--which is printed in six languages--in their own educational activ​ities.

Bulletins and seminars will not contribute to the political and economic clout of trade unions in the developing world, however, unless the information gets through to the man or woman on the shop floor. With that in mind, the IMF has initiated a training program for local union officers. In January, the union conducted a 20-day course on health and safety with workers in Malaysia and Singapore. The course is designed to teach unionists how to

instruct their fellow workers in identify​ing dangerous substances, and hazard​ous work processes. The three-year program should prompt an educational chain reaction, resulting in the instruc​tion of 15,000 trade union officials and stewards in health and safety.

In an effort to spur rapid education on a large-scale, the federation has produced a 200-page manual describing the most common industrial hazards: how to identify them, how to deal with them, and how to pressure multina​tionals to reduce workplace hazards. Over the next few years, the sight of thousands of shop stewards marching around plants and factories with this big blue book tucked under their arms, will be casting fear into , the ' hearts of corporate executives who prefer a diseased or dying worker to spending money on a safe working environment.

For the trade unionist, knowledge is power and the ability to exchange information about the activities of multinationals as they manifest them​selves in different countries is the first, key step in developing a multinational trade union campaign that will give the worker his basic rights whether he is in Baltimore or Bombay.

The I M F is spreading the word about dangerous substances and work pro​cesses that need either to be banned or brought under firm control. Through coordinated union activity, the world will become a safer place, where a worker's life is given more priority than the swelling bank balance of a multi​national corporation.

Bitter Wages
Women in East Asia's

semiconductor plants


By Rachael Grossman

S

EVERAL WOMEN ARE wrapping gifts of talcum pow​der and candy for the upcom​ing Christmas party, while I talk to the personnel officer at the Intel plant in

Penang, Malaysia. She describes the charts that hang beside each operator's chair on the plant floor to record the quantity and quality of her daily pro​duction. She tells me about the factory-​wide competitions and weekly quotas sent from California.

This personnel officer, a very likable Malay woman in her late twenties, speaks casually. But her message is bru​tally clear: a direct relationship exists between her ability to control and involve "her girls" and the numbers on the productivity charts. "Personnel operates with the goal of having man​agement and operators cooperate. Otherwise, we can't survive."

This personnel officer's plant is a sub​
Rachael Grossman is a staff member of the Southeast Asia Resource Center in Berkeley, California. In 1978-79 she travelled to Southeast Asia on a ten​-week fact-finding tour. She is active in union organizing efforts in Northern California's electronics industry.

sidiary of one of the largest semicon​ductor firms based in Northern Cali​fornia. Women compose 90 percent of the assembly workforce in this 1400-​person factory, as well as in 18 other electronics factories in Penang. Ap​proximately 19,000 women work in these plants. In all, about 250,000 women work in electronics plants throughout East Asia.

As the fastest growing industry in Southeast Asia the newest frontier for the industry--the region's semicon​ductor factories are part of a global assembly line stretching more than halfway around the world. This assembly line's growth has received a special impetus from the nature of the industry. Semiconductors are the "brains" of a new generation of elec​tronics products: hand calculators, digital watches, computers, communi​cations equipment, "smart bombs" and strategic missile guidance systems. Ironically, the almost invisible element in . this glamorous, breakthrough industry is the repetitive, semi-skilled labor of East Asian women. The high​-value, low-weight volume nature of the product eliminates proximity to markets or raw materials as significant

factors in the siting of production. In​stead, driven by the need to cut prices in their competition for shares of the market, virtually all the major semi​conductor companies have sought cheap labor to perform the labor-in​tensive parts of their operations. To a large extent, they have found this cheap labor in Last Asia in general and, with increasing frequency, in Southeast Asia, in particular.

The multinational semiconductor firms in East Asia-U.S. giants such as Fairchild Camera, National Semicon​ductor, Texas Instruments and Motor​ola, as well as about 30 other U.S., European and Japanese companies-​have channelled their efforts into developing a whole battery of methods to manipulate and control the women who work in their plants. Their personnel policies now combine author​itarian discipline with the most sophisticated human relations tech​niques. Most highly developed in Malaysia, these techniques specifically exploit the traditionally defined attributes of femininity passivity, submissiveness, sentimentality, sexual desirability-creating a factory lifestyle distinct from that of the general society. Their purpose is to make workers more immediately productive and to nurture in them a long-term sense of identity with the company. At the same time, the emphasis on passive and ornamental femininity is intended to forestall the rise of any sense of independence or unified strength among the women workers.

T

 HE COMPANIES' MANIPU​lative labor policies are not sur​prising given the hazardous work conditions and low pay that are the calling cards of employment in the multinational semiconductor plants of East Asia. A photograph of the interior of an electronics plant is striking for its sense of immaculate order: a spacious, well-lit room in which rows of women dressed in white bend over microscopes. On an actual walk through a plant, however, the visitor often gags on the strong smell of chemicals, and a trial look through a microscope quickly pro​duces dizziness or a headache. Toxic fumes and liquids and eye ailments are the twin enemies of electronics workers. While protective clothing such as gloves and masks are sometimes available, workers are not required to wear them and, since they are not informed of the hazards of their work, prefer not to wear them. Gloves would slow them down, bringing the disfavor of their productivity-conscious plant managers.

Detailed medical studies of the conditions faced by electronics workers in East Asia are few, due to the difficulties in achieving routine access to a plant's workers, and employee fears of reprisals by management for participating in such studies. Most evidence documenting the impact of the hazardous conditions is thus garnered from personal interviews and investi​gations.

"Hey, Grandma!" Young women greet their slightly older co-workers at the factory gate every morning. In Hong Kong, most electronics workers over age 25 are called "Grandma" because they wear glasses. A 1975 study conducted in South Korea by the Urban Industrial Mission, an international church group, concluded that of the women who work at the microscopes, bonding super-fine wires to wafer-thin chips, nearly half suffered from nearsightedness and 19 percent suffered astigmatism. While workers in South​east Asia are much newer to microelec​tronics employment than those in Hong Kong, they too are beginning to have serious eye problems. From extensive interviewing, it emerges that at one time or another, most workers contract conjunctivitis, a painful and highly contagious eye ailment. After three or four years of peering through a micro​scope, a worker's vision begins to permanently blur, so that she can no longer meet the production quota.

Virtually anyone who stays on the job for three or more years must eventually wear glasses. The unspoken expecta​tion of the company is that the worker will marry and "retire" when poor eye​sight makes her unfit to work. If she does not retire, she will be laid off.

Caustic chemicals, all toxic and some believed carcinogenic, sit in open containers beside many workers, re​leasing the fumes that so assault first​-time visitors to the plant. They include trichloroethylene (TCE), xylene and methyl ethyl ketone (MEK), all particu​larly dangerous acids and solvents used extensively throughout the production process. Workers who must dip compo​nents in acids and rub them with solvents frequently experience serious burns, dizziness and nausea. TCE, widely used to "degrease" parts, is a particular cause for concern. Classified as a cancer-causing substance by the U.S. National Cancer Institute in 1978, TCE's detrimental long-term effects represent only a part of the problem. The solvent, now being phased out of use in the U.S., often induces lapses in -judgment and motor coordination, which when combined with the high speed work processes the companies demand, make workers prone to serious accidents due to chemical spills.

With the exception of plants in the labor-scarce city states of Singapore. and Hong Kong, the pay women receive in exchange for submitting to these hazardous working conditions is usually subsistence or less. The companies use various means to keep wages low, even though many elec​tronics workers are expected to contri​bute substantially to their families' income. In the Philippines and Indo​nesia, women are paid less than the minimum wage for as long as six months, during which they are consid​ered apprentices. With legal minimum daily wages of 11 pesos (US$ 1.70) in the Philippines and Rp. 500 (US$ .75) in Indonesia, electronics apprentices receive eight pesos or Rp. 390 respectively. Yet personnel officers readily admitted that a new operator can learn her job in a week, or at most,

two. Such pay is in many cases less than subsistence for one person. In Manila, a worker living in the six-by-six-foot extension of a squatter hut told me she needed ten pesos a day for the bare minimum of fish, rice, water and rent. A community organizer in the province of Bataan reported that peasant families often had to support their daughters for the first months, and often the first year, of employment in factories in the Bataan Export Processing Zone of Manila.

Rather than offer adequate wages, companies use monetary bonuses to put pressure on their workers even after the apprenticeship period. In order to earn adequate income, a worker must qualify for the monthly bonuses, which are paid for perfect attendance, punctuality, high production, work on the micro​scopes. With any infraction of company rules or a single absence in a month, a woman loses her eligibility for extra payment. This practice is particularly rampant in Hong Kong, where industry uses monetary incentives rather than recreational activities to discipline and motivate the work force. There, in early 1979, a worker could earn a daily wage base of HK$24 (US$5) and collect an additional living allowance (US$.60), meal allowance (US$ .40), and travel

allowance (US$.20). However, if she is 15 minutes late, she will lose all allowances for the day. Less extreme versions of this system coexist in other parts of Southeast Asia with nonmonetary incentives.

T

 O MAINTAIN FULL CON​trol over their workforces, the semiconductor multinationals have perfected a range of policies that employ "social engineering" to under​cut the development of worker mili​tancy. One American plant manager in Penang explained, "We've developed recreation to a technique. Recreational activities keep turnover down. We spend US$100,000 a year on personnel activities." Much of the organized recre​ation takes the form of competitions,

ranging from beauty pageants to singing contests, which are intended in the words of one personnel officer, to "develop incentive and motivation." Competitions pit workers against one another, strengthening their sense of ,individualism and their willingness to work hard.

Production competitions, also billed as "fun," barely mask speed-ups and provide the rationale for increasing quotas. Like the other contests, production competitions take place at all levels of the organization. They range from individual contests based on the daily charts hanging beside each worker, to competitions between subsi​diaries in different countries. Workers in one Indonesian factory reported they had been asked to compete with the productivity charts of workers in other Asian subsidiaries of their company. Individual winners usually receive special mention in the company publications, sometimes with a box of candy or some money.

In the transition from beauty contests to production competitions, the guiding principle behind all the clever games becomes suddenly visible: control. Discipline is strict, because electronics components are either perfect or unusable. Workers are assigned quotas and monitored by daily productivity charts. They are prohibited from talking on the factory floor. They must wear uniforms. They are allowed an average of only 45 minutes break time during an eight hour shift, and workers at the Fairchild factory in Indonesia reported having only one ten-minute tea break and a 15-minute lunch break. They also said about 20 women were laid off every week for failing to meet their production quotas.

Management representatives throughout Southeast Asia express the same thought: "If management operates well, it is my hope that a union will be unnecessary." "Unions only set up an adversary relationship between workers and management." "Intel doesn't believe in unions. We believe in finding out what workers want. We conduct twice-yearly attitude surveys with workers." Back in California, a National Semiconductor executive went further, explaining that the industry stresses human relations to prevent unionization, because it would raise wage costs immediately and rigidify the size of the work force in the future. The industry wants to retain its ability to lay off workers if the market slumps or if automation becomes profitable.

T

 HE ELECTRONICS INDUS​try has not operated in a vacuum in constructing its East Asian circuit. Governments, looking for development capital and solutions to their employ​ment problems, have actively sought microelectronics investment. Semicon​ductors have appeared particularly attractive, according to one Malaysian government official, because "they are so fast moving. They come in and quickly soak up people." In addition, governments hope to acquire new tech​nology from the semiconductor indus​try. In wooing foreign investment, East Asian governments have stressed the availability of large, cheap pools of female labor.

Domestically, East Asian govern​ments have taken measures to make their country's women more attractive as potential employees by ensuring that they will not resist demands made on them by the foreign firms. In 1970, when electronics companies wanted to locate in Malaysia, the government provided exemptions in a law protecting women from night-shift work. In the Philip-., pines, Presidential Decree No. 148, issued shortly after Marcos' declaration of martial law in 1972, reduced maternity benefits from 60 percent of pay for 14 weeks to 100 percent of pay for six weeks, and limited coverage to the first four children. According to the personnel director at one textile factory, "this made it profitable to hire women again."

Perhaps even more serious than the reduction of legal protections has been the active role of capitalist Southeast Asian governments in putting down worker protest, which almost invariably assumes the form of sit-down strikes and non-violent opposition. In most East Asian countries unions are non​existent, while the government-run unions in Singapore and South Korea block, rather than support, worker challenges to management. Over and over again the story is told-in the Philippines, in Indonesia, in Thailand, Singapore, Taiwan, South Korea: "As soon as the protest began, carloads of police and government officials de​scended on the plant," observed South Korean workers in a report on a recent sit-down strike there.

D

ESPITE THE ENTHUSIASM of Southeast Asian govern​ments, the role of the semiconductor industry in the development of their

economies is dubious at best. Semicon​ductors is generally a highly dependent industry It relies upon foreign imports, capital, technology and, perhaps most importantly, consumer markets. When demand in the industri​alized world slackened during the reces​sions of 1974 and 1977, many factories closed down, sometimes literally in the middle of shifts, resulting in the layoff of thousands of workers. The electron​ics industries are unquestionably major sources of foreign exchange for these economies: workers are paid in the local currency, and companies must purchase that currency with some of the foreign exchange they receive for sales in industrialized countries. Many critics of the "export-platform" strategy, how​ever, note that the foreign exchange the economies earn does little to improve the living standards of those who work to earn it; most of the goods these lower-​income people buy are locally-produced and hence do not require foreign ex​change. Instead, as Lenny Seigel, director of the California-based Pacific Studies Center points out in a recent report: "foreign money makes it

possible for more affluent Asians to purchase luxury goods, or to support the continuation of luxury-producing import substitution industries."

In the rush to compete for multina​tional investment by offering firms ever-​greater financial subsidies, govern​ments have effectively signed away many of the potential benefits that could be won through harder bargain​ing on the part of all host-country gov​ernments. In almost every country the companies build plants in free trade "export-processing" zones, where governments focus all of their invest​ment incentives. Here they generally operate free of tariffs and controls on profit repatriation and foreign ex​change remittances, with long tax holidays and special anti-strike laws in force. In Thailand, for example, companies may receive tax holidays of up to eight years, and then are granted corporate tax rates one-half the ordinary rate.

Even the most obvious benefit of the semiconductor industry-its employ​ment effect-raises complex questions. While they have brought thousands of jobs to Asia, the plants requirements for young educated women means they lure a new category of people into an already overcrowded urban labor market, rather than alleviating the unemploy​ment crisis amongst men and older women. Recent high school graduates from small villages flock to the cities in search of jobs in the semiconductor plants. Normally the daughters of high income villagers, the young women, frustrated by . the lack of clerical and semi-skilled job opportunities at home, turn to semiconductor firms as their only option.

E

 AST ASIAN ELECTRONICS workers share much more than they know with their Northern California co-workers. Approximately 60,000 assemblers toil in the plants of Santa Clara Valley-Silicon Valley, as it is popularly called in deference to the main material from which semicon​ductors are built-to begin the produc​tion process and to test the finished products after Asian assemblers have completed their work. Ninety percent of these American workers are women, and roughly half of them are of Asian and Latin origin, including Filipinos, Koreans, Vietnamese, Mexicans, Azor​eans. Unlike their Southeast Asian sisters, many of the women in Cali​fornia plants are single mothers who provide their families' primary support.

Their pay rarely exceeds $5 per hour, and most earn minimum wage.

Workers in East Asia and California are subject to many of the same conditions and problems, including job hazards, high production pressures,  coercive discipline and human relations techniques aimed at preventing inde​pendent worker organizing. In Cali​fornia, the hazards arise from the great number of chemicals used in the fabrication of silicon wafers. The pressure to produce is expressed in forced overtime, speedups and compe​tition.

Women in California are very aware that women in East Asia carry out part of the production process, because their employers constantly remind them. Many of the Asian electronics workers, however, do not realize that women in California do work very similar to their own. The companies use the interna​tional division of labor to manipulate and intimidate their California workers,

threatening them. with the loss of their jobs if they organize or make too many demands. The plant can always relocate to Asia. Ampex, headquarters in Santa Clara Valley, made good on its threat in the face of worker demands, and by 1978 had moved much of its assembly operation to Taiwan.

Although virtually none of the semiconductors workforce in Northern California is organized, progress is now being made toward unionization, as well as coordinated opposition to on-​the-job hazards. Following a campaign

that organizers say was marked by the constant intimidation tactics of man​agement, the International Brother​hood of Electrical Workers (IBEW) in late February narrowly lost a union election at Raytheon. IBEW organizers are undaunted. According to the IBEW's Art James, union activists "are going to organize the whole valley." In mid-1978, two organizations were es​tablished to educate workers on hazards and press for more stringent enforce​ment of existing regulations, as well as the enactment of more comprehensive laws. The National Institute for Occupational Safety and Health (NIOSH) in mid-February, issued a report finding that the Signetics' ventilation system inadequately rids the plant of air contaminated by toxic fumes. The company, and its parent firm, the Netherlands-based Philips Corp., are now facing a series of lawsuits by former Signetics employees who have been diagnosed with chronic illnesses that doctors believe were caused by exposure to toxics in the plant.

T

 HE FIRST STAGES OF RE​sistance are building in the microelectronics plants of East Asia, as

well. Regular reports of protests, sit-ins and work stoppages come from established factories in Hong Kong, Taiwan and South Korea. Worker unrest in Bangkok in 1976 is believed to have discouraged further investment there by microelectronics multina​tionals. Even in the newer factory posts of Southeast Asia, resistance is taking shape. In the Philippines, for example. workers in one U.S.-owned plant are covertly developing a union despite heavy government restrictions on all labor organizing.

A major aspect of organized workers' protests-in East Asia, as well as in California, is the investigation of their particular roles in international produc​tion. As they challenge the companies, workers find they must understand the international structure of this booming industry if they are to be successful in their attempts to organize across national and eventually industry lines. Worker organizations in individual plants and cities, often with the aid of Protestant and Catholic church groups active in the region, have begun to create networks between the workers in different countries built upon the exchange of information, and where possible, visits by delegations of workers to meet with electronics workers from other countries. It is a slow, difficult process, in large part because the tight security in many of the countries makes even routine cor​respondence on organizing matters risky for workers. Especially active in this area have been workers in the Hong Kong plants, whose higher wage levels provide them with greater financial resources to implement international outreach projects. Hong Kong workers have financed several trips to other East Asian nations. One Hong Kong woman summed up her 1978 trip to the Philippines:

"The 11-day trip was over, but the sight and sound of Philippines was imbedded in my heart. The Hong Kong workers should learn from them, because generally speaking, we are not so aware of fighting for power. This tour has helped me to identify my role."

Much of this article originally appeared as part of a report entitled

The Changing Role of Southeast Asian Women, published in 1979 by the Southeast Asia Resource Center and the Pacific Studies Center. For a copy, write SERC, P.O. Box 4000D, Berkeley, CA 94704.

Multinational, Development and Democracy

An interview with Henry Geyelin

On February 14, Multinational Monitor held a frank and free-wheeling conversation with Henry Geyelin, president of the Council of the Americas. Geyelin is a leading spokesman for the U.S. business community on the role of U.S. corporations in Latin America.

The power and influence of the Council-and Henry Geyelin-is substantial. The organization's corporate members account for over 85 percent of U.S, investment in Latin America, and its board of trustees includes leading officials from some of the United States' largest multinationals. Exxon, Arco, General Motors, Alcoa, Morgan Guaranty, Del Monte, United Brands, Dow Chemical, and a host of other giant firms are represented on the Council's board.

The Council's stated goal is to "further understanding and acceptance of the role of private enterprise as a positive force for the development of the Americas." Its functions, however, often assume a highly political character. Geyelin frequently travels abroad, communicating the opinions of corporate America to leaders like Omar Torrijos and Augusto Pinochet. His influence was perhaps best illustrated late in 1977, when President Carter asked that the Council sponsor a luncheon to mark the signing of the Panama Canal treaties. Seventeen Latin America chiefs of state attended, including Videla of Argentina, Stroessner of Paraguay, and Romero of El Salvador. Walter Mondale, Zbigniew Brzezinski, and leading corporate executives also participated. Under the direction of Henry Geyelin, some of the Western Hemisphere's most powerful figures gathered under one roof to "exchange views."

Joining Geyelin in the conversation was Samuel Hayden, managing director of the Council. The Monitor here presents highlights from an edited transcript of the interview.

,MULTINATIONAL MONITOR: Let's consider foreign investment and development. Brazil, perhaps more than any other country in Latin America, is closely associated with a large-scale U.S. multinational presence. Foreign corporations control 80 percent of the country's pharmaceutical sector, and almost 100 percent of its auto industry. Since the 1964 coup, U.S. investment has increased by over 500 percent. At the same time, while Brazil now has the second highest per capita GNP in South America, its Physical Quality of Life Index (PQLI), a measure designed by the Overseas Development Council to gauge the economic well-being of a population, is the second lowest in South America. How do you explain this divergence between growth and economic well-​being?

HENRY GEYELIN: You know, when you look at Brazil, and you look at the population, you have to ask what part of it is totally outside the economy, and what part is in the economy. I think you

, will find that those segments of the society that are in the economy have prospered. It is certainly true that up in the northeast, and in the Amazon area, where there isn't even any contact between Indian tribes and civilization as we know it, that brings down the level of _ per capita GNP. But in Sao Paulo, you have got, I can't remember the figures, an increase of people in the middle class. There has been a spectacular growth and filtering down. SAMUEL HAYDEN: The question in my mind is what's the starting point for this discussion? I don't know what you are driving at. You're driving at the link, I guess, between the multinationals and development strategies in Brazil. I think it's pretty clear that the multinationals are not making the strategy.

MONITOR: Our question is what is the relationship between the multina​tionals, the military government​which certainly cannot be considered representative of the people-and the segment of the population that benefits most directly from their operations. GEYELIN: The multinationals bring in the capacity for production, for the creation of wealth. And the amount of wealth that you create is then distributed according to wages, return on investment and expansion of the production facilities. And this process is going to go on for a long time. To just multiply wealth overnight is impossible. MONITOR: l think the more impor​tant question is, though, does the creation of wealth for a select segment of the economy, and I think you will agree that at this point only a small segment of the population is able to consume most of the wealth produced in Brazil, involve an erosion of the economic well-being of a majority of the people?

GEYELIN: The rich grow richer and the poor grow poorer, is that what you're saying?

MONITOR: Well, let's look at the Brazilian "miracle, " that period of 10 percent annual GNP growth between 1967 and 1973. During the miracle, automobile production increased by 21 percent annually, and the production of luxury consumer goods rose by 25 percent a year. Multinationals enjoyed tremendous profits. G M 's rate of return in 1971, for example, was 31.5 percent. At the same time, Brazil was the only country in South America where the rate of improvement in the Physical Quality of Life Index was actually negative. Doesn't it seem clear that large profits and the health of multinationals, along with rapid GNP growth, in no way benefited Brazil's poor? GEYELIN: What is the percentage of people that have come into the economy who were outside the economy? I haven't got the figures and you're throwing a lot of figures at me. I have seen a terrific increase, I think it was something like 12-15 percent per annum, of people who were outside the economy coming into the economy. From the lower middle class, to the middle class, to the upper middle class. There is an escalation of sucking in from the bottom going on all the time. Now that doesn't say also that the poor don't remain just as poor as before. But I don't know why you're talking here about multinationals. Multinationals are only in there at the sufferance of the Brazilian government and the Brazilian economy.

w

Marketing: A need for corporate responsibility?

MONITOR: Food processing has been an area where U.S. investment in Latin America has been accelerating over the last five years. Mexicans, for example, consume 14 billion bottles of soft drinks

every year. Three-quarters of the market is controlled by foreign corpor​ations, 42 percent by Coca Cola alone. In Brazil, Coke and Pepsi, through massive advertising, have displaced consumption of guarana, a natural fruit drink manufactured by local business​men. How do you think massive adver​tising by corporations, to promote con​sumption of products like Coca-Cola, increases the well-being of Latin Amer​ica's people?

GEYELIN: Are you saying, in effect, that you should legislate against those people drinking what they want to drink? You know, if they drank it and threw up, they wouldn't drink it again, no matter how much advertising there was.

MONITOR: That's not the question we are asking. David Rockefeller, founder of the Council of the Americas, gave a speech in the early seventies about the need for multinationals to be good corporate citizens in the countries where they operate. Should corpora​tions exercise a certain amount of restraint as to where they will market a product, or is it up to a Mexican peasant child to have all the information and to be aware that drinking a soft drink is not nearly as nutritious as drinking a local fruit drink?

GEYELIN: Oh, I see. You should go around and have somebody everywhere saying no, you can't buy Coca-Cola because the nutrition habits in your family are not good; your nutrition habits are good, so you can buy it. That's ridiculous.

MONITOR: Isn't that an exaggeration? We're talking about selective marketing in broad terms. You don't find corpora​tions advertising cigarettes in a magazine read by young teenagers. lf a corporation has to make a decision to go out and create a demand for a product, is there a question of corporate responsibility involved in heavily marketing something like Coca-Cola in a low-income area, where it would seem unwise for the people to develop a pattern of heavy consumption? Is there a divergence in that situation between increasing sales for multinationals and the health and well-being of the population?

GEYELIN: Absolutely not. I mean, it's giving them the choices. You say Coca​-Cola has no nutritional value, well neither does tequila. Yet, you talk about the fact that Coca-Cola may have cut down on the consumption of a good orange juice or something. It may have

also cut down on the consumption of something less nutritional, like a guy going out and getting drunk everyday​and I don't blame him-on tequila. How much does it cut into that market? HAYDEN: Look, the operative thing is the definition of corporate responsi​bility. I think most companies would probably say that their working definition of corporate responsibility is, number one, legal and, number two, that the product they're putting out is safe. You are asking a pretty difficult question here. You are asking corpora​tions to sacrifice themselves for some social development purpose.

Political development

and the military government

MONITOR: Let's move from economic development to the question of political development and the growth of democratic structures. In 1968, Sal Marzullo, public affairs officer for the Council, prepared a pamphlet addressing this question. I'd like to read a passage from that pamphlet. "The military govern​ment is part of the historical tradition of Latin American development. The modern young officer group of Latin America has been increasingly trained in the U. S., and has returned to its country with many forward-looking ideas. Very often, and unfortunately, it is the military alone that can guarantee stability and provide sufficient time so that significant social changes can be made within the society:

This passage seems to suggest a view that democracy is somehow unwork​able in Latin America. Does this passage accurately reflect the senti​ments of U.S. business? Do U.S. corporations prefer to do business with authoritarian regimes rather than democratically elected and representa​tive governments?

GEYELIN: The answer is certainly no, absolutely no. It doesn't make any difference from a corporate viewpoint whether it is an authoritarian govern​ment or a popularly-elected govern​ment as far as doing business. All that you need is economic and social stability. I've always had a thesis myself: Can the U.S. export its political system? Let's go back to the formation of our country. It all revolved around a thing called self-discipline. You must remem​ber, everyone came over here because they wanted to break away from imposed discipline. They felt they had internal discipline, whether it was the Calvinists or fugitives from justice. And there was an innate self-discipline in this country. Now, taking that same basis, look at immigration to Latin America, and I pose this as a question. Where they lived under the caudillo system, under the church, all discipline was imposed from without and not main​tained from within. If you start from two different bases of society how long can you expect to take the same moves at the same time within those societies to stabilize them?

MONITOR: You suggest that authori​tarianism and military government are somehow embedded in the cultural tradition of Latin America.

GEYELIN: No, I didn't say that. I would tend to believe that a society which has never had to impose, self​discipline, where all discipline was imposed from without, was less capable of running itself than one in which there was individual self-discipline.

Chile, U.S. business and human rights

MONITOR: Well, Chile, for over a hundred years, enjoyed a very noble democratic tradition. The collapse of Chilean democracy with the 1973 over​throw of Allende really spurred on the debate over human rights and foreign policy. According to President Carter, in a speech given in Brazil, "the American business community sup​ports completely a commitment of our nation to basic human rights. " In con​trast, Jack Carter, manager of Good​year's $34 million operation in Chile, has publicly stated, °I don't think the [Goodyear] board spent more than five minutes talking about human rights when we made the decision to invest in Chile." /n 1978, the Council of' the Americas held 77 workshops, seminars and discussions on relations between the U.S. and Latin America. According to your Annual Report, only two of those 77 were devoted primarily to the question of human rights. Do U.S. cor​porations encourage or discourage human rights in the countries where they operate? Are they concerned about human rights?

GEYELIN: Sure, there's no question. We are just as concerned as anybody else. I just . . .

HAYDEN: Business implicitly believes that it contributes to human rights, and that its contribution is in the economic area-jobs, wages and salaries, tech​nology transfer, etc. The human rights

policy of the U.S. government only seems to concentrate on two parts of the definition of human rights--civil and political----and ignores the third part, economic.

MONITOR: How do you explain Jack Carter's statement? Has concern been translated into positively encouraging greater human rights? GEYELIN: Now you are talking about implementation. A policy and its imple​mentation are two different things. HAYDEN: U.S. companies have some

concerns about the way the govern​ment's human rights policy is being implemented. And that concern really relates to lost business opportunities. When the policy says Argentina is a gross violator of human rights, therefore certain types of goods are not going to be sold by the U.S. free enter​prise system to Argentina, and then Argentina turns around and buys the same goods from the Soviet Union, is this what we want the policy to do? The net result is that it hasn't affected anything and that's just an example.* MONITOR: Can you comment on

=- :;r, !he case of Chile, U.S. banks

have contributed to the growth of human rights?

GEYELIN: You tell me how they have contributed to the violation of human rights.

MONITOR: Okay. In fact, I'll let a number of U.S. Congressmen speak for me. Since 1976, the U.S., to protest human rights violations, has cut off all military, and almost all economic assistance to Chile. At the same time, private bank loans to Chile have soared. In 1975, they totalled about $100 million. By 1976, they had increased by over 500 percent. Today, multinational private banks control 90 percent of Chile's foreign debt.

Last August, 35 Congressmen argued that bank lending has reduced the impact of U.S. foreign policy. Senator Kennedy agreed. On the Senate floor, talking about private lending, he said, "Massive funding such as this may be what enabled five Latin American governments, whose U.S. assistance has been reduced in response to human rights violations, to reject all U.S. aid and continue their anti-democratic practices. " How do you respond to charges such as those made by Senator Kennedy?

HAYDEN: I think the answer is only one basically: the companies are confused by the human rights policy. If the U.S. government flat out said: no loans to Chile, there wouldn't be any loans to Chile.

GEYELIN: But I think you will find that for the most part, the loans have gone to revitalizing the economy, and bringing back economic well-being, which consequently lowers dissension and diffuses the human rights issue.

MONITOR: You say bank loans have improved the human rights situation? I'd like to quote from a report by the United Nations Economic and Social Council, which concluded "it is the inflow of foreign capital that has to a great extent permitted the viability of an economic policy that has had severe repercussions on the living conditions of the vast majority of Chileans ... on their right to work, to food, to health, to housing and to education. " Today, for example, the average caloric intake of a Chilean is about 1550 calories, compared to 1750 in 1970.

*According to the U.S. Department of! Commerce, Argentina imported only $II million in goods from the Soviet Union in

1978, while it exported nearly S400 million. One official commented that "the Soviets have nothing to sell to Argentina."

GEYELIN: What was it in 1973? MONITOR: 1800.

GEYELIN: And in 1974?

MONITOR: In 1975, it was 1600. What we are witnessing is the progressive erosion of the health of Chileans. GEYELIN: No, what you will see now is a progressive improvement. I think you will find that the erosion was just during that god-awful period when inflation was so incredibly high. From 1978, you will see the curve is rising and rising rapidly. I'm interested in seeing the 1979 figures, they will be quite astounding. MONITOR: Proposed direct foreign investment since the coup has totalled about $4 billion. Over 90 percent has gone into mining, where workers have faced more repression than in any other sector of the economy. Late in 1978, when workers at La Chuquicamata, a mine now owned by Anaconda, protested government policies by refusing to eat in company mess halls, 1600 of them were arrested and 72 exiled to the Andes. Why have corpora​tions concentrated so heavily in invest​ments in mining? What has been the impact of foreign investment on the labor situation in Chile? GEYELIN: Let's go back to the beginning. The government said we can't run, the mines as well as you can,, we want to sell them back to you. Okay, it's a good business deal, I'll buy it back. And why did the government do it? Because they can't exploit the reserves as well as we can.

I don't know about the specific labor case you are talking about. I'm talking in the broad overall picture. I think you'll find that the government of Chile, and it is in no small part due to some of our council members' activities down there, including my own, removed the labor minister and brought another one in, and met almost all the demands put forth by the AIFLD* and the AFL-​CIO. And for this to be done by an authoritarian government is quite amazing to me. They now have a step-​by-step process for bringing back the labor movement as it is run in this country.

MONITOR: Yes. Today, for example, a labor union can elect to go on strike, but if the strike goes on for more than 30

*The American Institute for Free Labor Development was established in 1962 to promote a "democratic trade union move​ment in Latin America and the Caribbean." Critics have accused the organization of

supporting CIA destabilization efforts in the region.

days, management has the power to lock the workers out and hire replace​ments. If the strike extends for 60 days, workers are assumed to have dismissed themselves, and lose all social security benefits. Workers in "strategic indus​tries "still don't enjoy the right to strike. Workers at La Chuquicamata, for example, cannot legally strike.

GEYELIN: You can't legally strike here on the MTA [the New York Metro​politan Transit Authority] or the police force. You've got injunctions by the government all the time saying they can't strike.

Nicaragua: Foreign investment and political change

MONITOR: Let's consider the case of Nicaragua. In the final year of the popular insurrection against Somoza, U.S. multinational banks made loans to the government on increasingly short terms at increasingly high interest rates. These loans in effect prolonged the death and economic destruction in Nicaragua. They allowed Somoza to buy additional weaponry, and, as has been shown by an Economic Commis​sion for Latin America study, they allowed Somoza and his family to facilitate a great deal of capital flight out of the country . . . GEYELIN: 1 think the mere fact that you are saying on shorter terms at higher spreads demonstrates that the banks realized the tenure of office was very short.

MONITOR: No, that's not the ques​tion. You've made the point that bank loans to an authoritarian government help to create wealth, help to increase stability, and contribute to the develop​ment of the country. In this case, it would seem that bank loans allowed Somoza to gain additional capital to continue his war effort. And now the responsibility of repaying those loans falls on the new government, which is representative of the people.* How did that contribute to the political stability of Nicaragua, and don't you think a similar case can be made for bank loans to Chile?

GEYELIN: If I were you, I would go

down and get an interview with a couple

of banks, major lenders, and find out

where those loans were going, before

*According to the United Nations, while foreign loans totalling $600 million fell due on the Nicaraguan government in 1979, the

country's central bank held reserves of only $3.5 million.

you jump that question.

MONITOR: For example, a Spanish bank, late in Somoza's reign, made a $190 million loan to finance the purchase of jeeps and trucks, hardly, I would say, wealth-producing assets. They were directly linked to the war effort, Somoza's battle against his own people. At the same time, the bank paid a commission of $28 million to members of Somoza's family and the government.

GEYELIN: Well, you better go and talk to the Spanish banks. I have no idea what the loans were made for; so I really can't answer that.

HAYDEN: You'll have to go talk to the U.S. banks as well. I literally don't know how the money was spent. MONITOR: We are curious about the reaction of the U.S. business commun​ity to the downfall of Somoza. Despite the history of U.S. corporate involve​ment in Nicaragua, in a universally recognized situation where business​men had to contribute to Somoza's per​sonal enrichment, we now find the Council of the Americas having arranged a visit to the U.S. by three officials from the new government. What do You feel the American business community has learned from events in Nicaragua over the past year? GEYELIN: I don't know that it's learned anything. It's had another proof of what you always know could happen. That's the reason why you take out insurance. I think the reaction of the

U.S. business community has been very sophisticated and, I would say, enlight​ened, in an hour of disaster in

Nicaragua. We said, okay, that's some​thing which has come to pass, now what can we do to help insure the possibility,

of creating a new viable investment

climate.

MONITOR: To put the question in a more general context, isn't business inextricably tied up with politics, particularly in a country where a small oligarchy controls the government?, GEYELIN: I think business is a totally apolitical animal. Corporations aren't in the business to remove or establish governments. They are only interested in markets and investment climates. What you do is go to your government, and say "that's a son of a bitch there, what are you going to do about him? Are we keeping him in or out?" MONITOR: But in a country like Nicaragua, how can making a payment to the ruling family, or doing business with a family-owned firm, be removed from giving it the economic wherewith​al to maintain its hold over the country?

GEYELIN: That is a by-product of it. I grant you, in following the steps down, it results that way in particular in​stances, as it did with Trujillo in the Dominican Republic. But you can take it to the other extreme. I guess what we could do is send in the marines, take over the government, and set up a new one like we think it should be run. You are going back to marine morality. HAYDEN: Look, in Chile, if the U.S. government, thinks that the bank loans are really propping up a corrupt regime, that human rights are suffering, the U.S. government, which follows the human rights very carefully, should say

this can't happen any more. It's the legal side. Diplomatic relations often determine what U.S. corporations do.

MONITOR:' Do corporations have any responsibility of their own, as corporate citizens, to consider questions of human rights and political authoritarianism in the countries where they operate, given that their operations per se have an impact on the political and human rights situation in that country?

HAYDEN: I think I know what you are saying. Morality truly begins at home, and it begins with individuals. And if individuals happen to be corporations, and if their operations tend to augment certain negative factors, shouldn't they back out, shouldn't they make the decis​
ion consciously themselves as ethical people? I think the answer is probably yes, they would do it. But you know, you've got to put it in context. You take a look at a company like General Motors. A company that has millions of dollars invested in a country, and has had it there for years and years, cannot make the decision to just turn around and walk away.

MONITOR: Well, that leads us back to an earlier question. When a company invests in a country like Chile or Argentina, and the government intro​duces policies based on repression, based on the need to defuse the political forces at work before its rise to power, and the company gets itself into a situ​ation where it can't pull out, doesn't it necessarily align itself with the economic elite and the government? HAYDEN: Not necessarily, not neces​
sarily.

MONITOR: What does it do then? GEYELIN: It's doing its own thing. HAYDEN:
It's doing its business. Look, you asked what did U.S. com​panies learn from Nicaragua. They are learning, and this is my own interpreta​tion, they are learning very slowly how to do political risk analysis. Their decisions are almost always made on economic terms. We've got share​holders and investors we are responsible to. We have to make the company grow. And how do we make it grow? We look for economic opportunities. It's eco​nomic survival.

GEYELIN: That's something I'd like to come back to-the question of political risk. I think the long term political stability, instead of the short term (what's going to happen in the elections tomorrow); is going to be a more major concern. If we can come up with the proper analysis, and we are working on a matrix concept now ... MONITOR: But once a business is in a country with an authoritarian govern​ment, doesn't that company have a stake in maintaining the stability of that government?

GEYELIN: If I'm a lending officer at Chase Manhattan Bank, and I've got that much in deposits there, and I've got a spread of this much, and I've got to make this much money out of it, and it looks perfectly legal, and the govern​ment says it's okay, I'm going to make my money out of it. Companies are not political animals. They do their thing best and set a good example. When they are overseas, they become good corporate citizens.

Coal Trade Means Shipbuilders’ Goldmine
The supertanker, symbol of both environmental destruction and the industrialized world's reliance on Third World oil, may itself be on the way out-victim of the energy crisis, to be replaced by big new ships carrying coal. As the world switches slowly away from oil the trade in coal probably will increase dramatically. As it does so, . the structure of the trade will change. Much of the coal will be shipped by water.

Right now world trade in coal is minuscule (126 million tons out of 3.3 billion produced in 1978). But these figures are misleading, for most export coal is used to make coke for steel, and is especially crucial to the steel industry in Japan where all raw materials are imported. Until a few years ago the U.S. was the largest coal exporter in the world with shipments going to Ontario, where coal was used to make electricity, and to Japan, France and West Germany for steelmaking. The finest coking coal in the world has long been mined in a small triangular swatch of land in Appalachia, where southwestern Virginia, southern West Virginia and eastern Kentucky come together.

During the last decade, however, U.S. influence declined from 47 percent of the total in 1970 to 14 percent in 1978. Moreover, the energy crisis changed the nature of the trade away from steel-making coals to thermal coals used in the production of electricity. According to some private estimates trade in these thermal coals is expected to increase by 78 percent in the mid-1980s.

Australia, Canada, Poland and South Africa all have increased their shipments of coal at the expense of the U.S. These four accounted for 91 percent of all coal exports in

1978, with Australia the leader by far. Poland was second, followed by South Africa. Both Japan and the nations of the European common market are expected to dramatically increase their imports of coal for electricity. South Africa and Australia should benefit the most from increased orders.

The U.S. economy is not as adversely affected by these trends as one might at first conclude from looking at the figures. While shipments from Appalachia have declined, shipments from Canada and Australia are by American​-owned companies. In Australia, for example, Utah International, a subsidiary of General Electric, is a major coal mining company engaged in joint ventures with the Japanese. International oil companies headquartered in the U.S. such as ARCO have also taken positions in Australian coal. Kaiser Steel, the American steel company, still has significant holdings in Kaiser Resources, which mines coal in western Canada for export to Japan.

While much of the new trade in thermal coal may follow the routes already etched by metallurgical coal, the structure of the trade over time is likely to change. For example, there

has been considerable recent speculation about exporting Australian coal to Europe and to Gulf coast ports in the U.S. The Chinese, who have major coal mines, are beginning to supply the Japanese with thermal coal, and depending on long-range Chinese economic development, could become a factor in a wider trade. For the time being it is believed the Chinese will use coal at home, freeing up oil for export.

Recent discussions between Canada and Mexico have emphasized energy exchanges, which could tie those two nations closer together and lessen their dependence on both

supply and markets

in the U.S.
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for the Canadians

to supply technol​

ogy, wood, nuclear
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will involve coal technology, perhaps best exemplified by the recent decision among American and South African companies to construct a South African-type synthetic fuels plant in the U.S. Synthetic fuels technology in South Africa was developed in part by U.S. industry, most notably the California-based Fluor Corporation, although heretofore it has not been employed in the U.S.

Nowhere is the advent of a new international trade in coal more important than in the shipping industry. Since the middle of the last decade the world shipping industry has been in the doldrums. The huge supertankers have swung empty at anchor or plied the world's oceans at a snail's pace because off the generally reduced demand for oil. The Japanese ship​builders, leaders of the world industry, laid off thousands of workers, and some companies went bankrupt. The emergence of the spot market over the last year further contorted the tanker industry, for the spot business requires relatively small ships picking up and dropping off loads from many depots. The big supertankers are only economical on long surging runs around the world's oceans, and there are few harbors to accommodate them at any rate.

The Japanese earnestly hope coal will be an answer to doldrums in the shipping business. One Japanese line recently placed its first order for a coal tanker, and industry surveys suggest Japanese yards may build as many as 200 coal tankers by the end of the century. These big new dry bulk tankers will be used to haul iron ore, another commodity whose trade is expected to increase as Third World nations establish steel industries, and grain. All in all, by the year 2000 shipping experts predict the dry bulk carriers may have replaced the oil tankers as the most important class of ships on the high seas.

Nicaragua: The Unfolding Scene

By Charles Roberts

In December, three top-level com​manders of the Sandinista National

Liberation Front toured the United

States under the sponsorship of the

Council of the Americas, a group repre​senting major U.S. investors in Latin America. The purpose of the Nicar​aguan leaders' visit: to meet with U.S. businessmen and discuss the role of foreign capital in rebuilding the war-​torn country's shattered economy.

The leaders of the Nicaraguan revo​lution met with an enthusiastic public reception from U.S. business. In New York, Minister of Agriculture Jaime Wheelock received a tumultuous ova​tion following his speech at a Council

forum. In San Francisco, the Sandinista leaders were toasted as the "George Washingtons of Nicaragua" by the pres​ident of Castle and Cooke, a company noted for its extensive banana opera​tions throughout Central America.

There is a touch of irony in these highly publicized signs of support, coming as they do from companies which for years operated in Anastasio Somoza's Nicaragua-a laissez-faire haven for investment and profit tem​pered only by the universally-acknow​ledged need to make illicit payments to the dictator's family. But the U.S. busi​ness community's enthusiasm-and the irony it entails-is only superficial. Beneath the surface lies a set of complex forces that will determine the future role of multinationals in Nicaragua, whose insurrection may yet emerge as a water​shed in the relations among Latin American oligarchies, the populations they rule, and international business. For while leaders of the Sandinista gov​ernment can point to the negative role of foreign investment under Somoza, they have yet to establish specific guide​lines governing the activities of foreign

Charles Roberts, a student of Latin American economics and politics at Harvard University, recently returned from a month of travel in Nicaragua.

corporations in their revolution.

Under Somoza, according to the San​dinista analysis, foreign business promoted a highly unequal distribution of wealth in Nicaragua through investment in industries producing luxury consumer goods with a high import content. Since Somoza's goal was personal enrichment, he made no effort to harness the development potential of foreign investment through taxation, profit repatriation limits, or regulations requiring the use of local goods and services. Maintaining the dictator's good will through the pay​ment of regular "commissions," multi​nationals enjoyed one of the most wide open investment climates in Latin America. In 1978, on the eve of the insurrection, direct foreign investment in this country of 2.4 million people stood at $170 million. U.S. firms ac​counted for 75 percent of the total.

The role of international banks in the Nicaraguan economy far outweighed the activities of foreign corporations.

While private banks supplied Somoza with capital for most of his rule, the dictator stepped up his borrowing as political opposition heightened. A 1979 study by the Economic Commission for Latin America (ECLA) concludes that as political conflict became more acute, the government "increasingly sought access to international financial sup​port, especially from private sources."

The growth of the country's foreign debt reflects this conclusion. In 1976, Nicaragua faced a foreign debt of $642 million, with about $324 million con​trolled by international banks. By 1979 the external debt had more than doubled, reaching $1.5 billion. Its structure changed as well; in the last

years of the Somoza regime, Nicara​gua's foreign debt became heavily skewed towards short-term high interest loans.

The government's cautious attitude towards foreign investment, however, does not stem merely from dissatisfac​tion with the role of multinationals under Somoza. In the long-term, most Sandinista leaders seek a radical transformation of their society-some variant of socialism, most suggest. Their approach is a gradualist one, recognizing the need for a mixed economy in the foreseeable future. Their long-term visions, however, depend upon the success of their urgent short-term mission: triggering the immediate reactivation of an economy brought to its knees by war and a major flight of capital during the last months of Somoza's rule.

According to ECLA, over 25 percent of the country's factories suffered damage to plant and inventory during the popular insurrection. Ninety

percent of all plants shut down during the conflict's final stages. As a result, industrial production in 1979 declined by 30 percent compared with 1978.

The countryside fared even worse. Cotton, which traditionally has gener​ated about 25 percent of the country's foreign exchange, went virtually unplanted. Production of beans, a key subsistence crop, fell by nearly 25 percent. Corn production plunged by over 50 percent.

Wholesale pillaging by the Somoza family accounted for an unparalleled flight of capital during the last months of the revolution. Somoza-held ranches slaughtered, and exported livestock at breakneck speed. Members of the Somoza government fleeced the warehouses of Corinto, the country's major port, and escaped in small boats to Honduras.

The government hopes to bring industrial and agricultural production up to pre-war levels within two years. The pragmatic leaders recognize that without the support of the private sector, this goal cannot be reached. Domestically, given the total lack of a state sector under Somoza, private enterprise has a virtual lock on the tech​nical and managerial skills needed to reactivate production. The leaders also recognize the need for transfers of both public and private capital and, to a lesser extent technology, from abroad. Seeking non-alignment and not wishing to turn sharply to Soviet aid, as Cuba did in the early sixties, the government continues to seek such transfers from the West. The U.S. Congress, for in​stance, recently approved a $75 million aid package for Nicaragua, 60 percent of which is allocated to rejuvenate local private enterprise. The aid package con​stitutes an effort to shore up moderate forces in the country, U.S. ambassador to Nicaragua Lawrence Pezzulo says.

The realities of Nicaragua's financial situation-over $600 million in foreign loans fell due in 1979, while the central bank held reserves 'of only $3.5 million-should promote a close continuing relationship between the new government and the international banks.

Two months after the Sandinista vic​tory, Nicaraguan junta member Daniel Ortega startled Western financiers by suggesting to the U.N. General Assem​bly that "Nicaragua's foreign debt should be assumed by the international community, especially the developed countries and above all those who supported the Somoza regime." Since that September speech, Nicaragua and the commercial banks have moved towards compromise. In a recent inter​view, Pierre Penalba, vice minister of the National Fund for Reconstruction, the ministry established to confront the debt problem, presented the govern​ment position. "We will not compromise the goals of the revolution just to pay a debt with money that is necessary for the reactivation of the economy. This doesn't mean we won't pay; but we need a plan that is congruent with our needs."

The government's present position reflects its pragmatic assessment that failure to come to terms with the

commercial banks will preclude any new foreign borrowing. The banks, for their part, are also anxious to reach accommodation. The alternative to compromise-debt repudiation by the junta would inflict substantial finan​cial losses on the banks (particularly Citibank and Bank of America) and establish a dangerous precedent for future Third World revolutions. The two sides have met twice already in Mexico City. A third meeting is scheduled for Managua in mid-March.

Observers close to the talks suggest the banks will offer generous terms for rescheduling the debt, perhaps includ​ing a moratorium on debt service for 1980 and 1981. Nicaraguan leaders are reluctant to repay loans that never reached Nicaragua, but were funnelled to Somoza-held accounts abroad, but the banks will probably hold the line against actually writing off any debts. "Such a step would amount to an admission of guilt on the part of the banks," observed one leading private Nicaraguan businessman. "It's not

likely they'll agree to do that." Instead, it appears the banks will attempt to tacitly accept some of this questionable debt burden by softening the terms on which all of the loans are rescheduled.

The future of direct foreign invest​ment turns on a more complex and less predictable set of forces. As Nicaraguan

officials readily admit, the major concern of foreign investors is the Nicaraguan government's long-term commitment to a role for the private sector. There has been little popular opposition to the nationalizations that have occurred thus far. Last November, the government nationalized the near​-bankrupt domestic insurance and banking industries, and three invest​ments controlled by foreign firms. Noranada Mines, a Canadian multi​national, and two U.S. companies Asarco and Rosario Resources were all affected by the government's decision to nationalize the country's mining sector. Compensation negotia​tions are in progress, and the owners of the nationalized assets have expressed satisfaction with the tenor of discus​sions. The bulk of the state-controlled sector, however, consists of assets seized from the Somoza family, which the government estimates controlled 40 percent of the country's arable land and 30 percent of industrial production. The Agrarian Reform Institute is using the seized lands to form state farms and communes for the benefit of the poorest peasants.

The government has adopted a cautious policy on. the question of further nationalizations of foreign assets. Vice-Minister of' Planning Federico Cerda explains that, as natural resources, the mines represented a special case, and that no major waves of nationalizations are planned for the foreseeable future. "All poor countries have a right to find mechanisms which permit the rational utilization of scarce resources," said Cerda. "This is not communism, but rationalism."

One potential area of conflict between the government and foreign enterprise is negotiations over national​ization of the country's export trade. The government has declared the sector under state control, and multinationals will be required to sign marketing contracts with the governments. Despite the policy, many companies continue to export goods privately, as under Somoza. Castle and Cooke, for instance, still exports the bananas it buys from Nicaraguan contract grow​ers. According to Raphael Pagan, Castle and Cooke vice president for government relations, the company is involved in "very sensitive negotiations" over the future of its export opera​tions. "There is a great difference between the policy that is announced and what has been implemented." Pagan suggests that the Nicaraguan government may find there is nothing to gain economically from nationalizing trade in minor exports, like bananas.

A second concern, voiced by both local and foreign businessmen, is the government's labor policies. Since the July revolution, numerous strikes have occurred in both foreign and locally-​owned plants. Business executives blame these strikes on the "anti-man​agement" climate created by the Sandinistas. The government rejects these claims. "After all the years of repression under Somoza, some labor unrest is

normal," says Arturo Cruz, Jr., eco​nomics officer at the Nicaraguan Embassy in the United States. "This does not mean it is efficient or produc​tive." Cruz points out that his govern​ment has mandated a wage freeze during the reactivation period,, a move that has upset some workers' hopes for immediate economic relief.

Faced with uncertainty, U.S. firms have adopted a wide range of policies towards their Nicaraguan operations. Pillsbury Company typifies one ap​proach. Pillsbury was fortunate not to sustain any damage to its cooking oil plant during the months of fighting and,

given the relatively small amount of capital committed to the 25-employee, labor intensive plant, decided to resume its operations in early November. Booth Fisheries, on the other hand, ap​proached the Nicaraguan government to buy a majority of its interest in its Nicaraguan subsidiary, which operates a shrimp-fishing fleet. Finally, there is the middle ground, represented by H.B. Fuller. The Minneapolis-based paint company had two major plants in Managua, a paint factory and an adhesives factory, each employing around 50 people. In July, the paint plant sustained major damage when it was set on fire. Now, Fuller executive David Croonquist says his company "is trying to indicate that it can be part of a positive solution, rather than part of a problem." For Fuller, this meant repairing minor damage to the adhe​sives factory and reopening it. The paint factory will remain unrepaired and closed, "until we know more about the government's economic policies,"

Croonquist said.

Representatives of the U.S. and Nicaraguan governments, as well as local and foreign businessmen, agree on one prediction: no major new foreign investors will enter Nicaragua in the coming year. Ambassador Pezullo envisions no new investments for two to three years, but adds that "if the domestic private sector prospers, word will get out," precipitating new multinational interest. Lawrence Birns, director of the highly-respected Council on Hemispheric Affairs, agrees with Pezullo's assessment. He speculates that business may be eager to invest for other than strictly financial reasons. "The American business community would like to go to Nicaragua, in order to demonstrate its adaptability," he says.

While uncertainty remains, the leaders of the new government appear convinced that some form of accom​modation will be reached, and that foreign business will play a major role in the reconstruction of the country. Last fall, junta member Daniel Ortega lauded the role of the local private sector in reconstruction. "In Nicaragua, there is the kind of businessman who doesn't flee, who doesn't hide his money, but who invests it and puts it at the service of the revolution." But Nicaraguans must develop more comprehensive guidelines for the role of foreign investment, before this obser​vation can be put to the test for multi​national business.

Profits and poverty:

Multinationals in Africa

Africa Undermined, by Greg Lanning with Marti Mueller. Penguin Books (London), 592 pages, £3.50 paperback.

Distortions or Development? Contend​ing Perspectives on the Multinational Corporation, by Thomas Biersteker. Massachusetts Institute of Technology Press, 199 pages, $17.50 cloth.

Since the mid-1970s, the literature in English on multinationals in Africa has not been large. The relatively indepen​dent investigations of real merit can be counted on one hand: Richard Sklar on Zambia (1975); Suzanne Cronje et al. on Lonrho (1976); Raphie Kaplinsky on Kenya (1978); and the collection by Carl Widstrand and Samir Amin (1975). Given the role of international actors in African development, that is a depressingly small effort.

Africa Undermined and Distortions or Development? are thus most wel​come. While both are open to some minor criticism for the way they define or carry out their objectives, they are overall good, readable efforts. Greg Lanning, a London-based journalist, set out to show in a light, semi-scholarly way how Africa's mineral wealth has not in the past and will not in the present or foreseeable future be of tangible developmental value for most Africans. Thomas Biersteker, a professor of political science at Yale, organized capitalist and Marxist perspectives on different aspects of multinational cor​porate behavior and then applied them to Nigerian development in the 1960s and 1970s.

These books do not, therefore, make highly comparable reading. Biersteker is much more the academic social scientist. The great value of his work is his willingness to examine critically the assumptions of both the opponents and the supporters of the global corpora​
tions. Virtually all preceding books on multinationals are written from either one ideological stance or the other. Lanning, for instance, is an explicit critic. He is light-handed in his lang​uage, presents complex ideas straight​forwardly, and rarely overstates an ar​gument. His evidence is primarily secondary works, industry publica​tions, articles and interviews.

Looking first at Africa Undermined, one finds that the basic premises of Norman Girvan, Walter Rodney and Andre Gunder Frank are reflected in the histories of the Oppenheimer com​plex and DeBeers in Southern Africa, the Belgian-owned Unione Miniere in Zaire, and numerous others. The goals of the mining company are quite different from the development needs of

human beings-even those few who work for the company. The success of the South African Chamber of Mines in controlling black mining wages is a compelling example of this. As Lanning observes, "In real terms, black earnings in 1969 were no higher and possibly lower than they had been in 1911, while over the same period real cash earnings of whites had risen by over 70 percent."

In case after case Lanning shows how the mining company extracts its profits, distorts local development, and perpe​tuates its control despite political insta​bility, decolonizations and nationaliza​tions. It boils down to a question of power, occasionally brute force but

more often knowledge (both of tech​nology and markets), resources and political influence.

Africa Undermined begins with his​torical sections, valuable for the general reader but offering little new to the area specialist. Too much space is probably devoted to South Africa here and certain sections are somewhat repeti​tive. The portraits of Zaire and Zambia could have been more up-to-date and specific. The last half of the book is much stronger. Here, the authors exam​ine the major mining groups, offering much of benefit to researchers and activists alike. Corporate structures, operations, links, marketing and use of political power are all described in detail. The case studies of the under​development of Botswana with World Bank aid and the departure of DELCO from Sierra Leone via liquidation​ "leaving a hole in the ground and in the government's pocket"-should be con​sidered by every Third World govern​ment that thinks raw material export-​led growth is the route to human welfare.

This is a very long book, in part because Lanning and Mueller sought to make it a basic reference on the subject. There are 38 tables and two long appendices providing the reader with listings up to the mid-seventies of every company, mine, owner, production expansion plan, and past activity in subsaharan Africa. The book lacks a bibliography, but contains excellent indices of company names and subjects and reasonably good referencing it should, in sum, serve as a good starting point for both the general reader and industry researcher for some time.

In Distortion or Development?, Bier​steker faces two problems. One is to organize conflicting perspectives on multinational behavior into compar​able propositions, and the second is to test these propositions through case studies in Nigerian development. He approaches the first task in a conven​tional academic style. Organizing asser​tions into opposing tables tends to simplify the real world. Categories appear, relationships disappear. The reader must judge the integrity of this approach carefully.

Among the multinational critics, Biersteker leaned heavily on the Latin American dependency writers, and Os​valdo Sunkel in particular. He provides a fair-minded summary of the critics of the multinationals. For what he terms the "neoconventional perspective," Biersteker chose the works of the Harvard Business School Multination​al Enterprise Project in general, and Raymond Vernon in particular. He assesses issues such as capital move​ments, technology transfer, consump​tion patterns, social stratification and income distribution. The 'book per​suades the reader that partisans of both sides could learn much from certain of the assumptions and issues one side or the other ignores or uncomfortably slides around.

Biersteker then moves through a brief history of international business in Nigeria to interpret the information he gathered on 60 foreign and domestic firms and their behavior over the decade of 1963-1972. He used both interviews and the files of the Industrial Surveys Division and the Central Bank. He reaches six conclusions: foreign-owned corporations contribute to net capital outflows, displace local producers in the Nigerian market and prompt a shift to inappropriate technologies, the results of skill transfer are unclear, inappro​priate products and tastes arrive, and multinational corporations need the cooperation of the Nigerian business elite and government.

Overall, Biersteker finds several val​uable assertions in the neoconventional Harvard Business School view, but argues that Nigerian evidence supports the multinational critics on balance. "On many points the critical perspective provides an equivalent or slightly better explanation, suggests more novel ideas, requires fewer limiting qualifications, raises as many important questions and can even accommodate unrefuted con​cepts from an alternative perspective." As Biersteker notes, the case for alterna​tive development strategies in Nigeria which do not rely on multinationals is particularly strong, given the size of the country's population and potential mar​ket, as well as its oil wealth.

Distortion or Development is a fair-​minded and discriminating book that

leaves the reader with a substantial, but incomplete agenda for further research. As in most books on international corporations, the focus on the company and its relation to the host government slights the role of the corporation at both ends of the world system. We need more books that consider the corpora​tion both in the global financial markets and among the Third World people outside the business elite, in the tumble​down urban slums and in the country​side. Meanwhile, these two works serve very good introductory purposes.

- Guy Gran

Guy Gran is an independent scholar of development based in Washington, D.C. He most recently published Zaire: The Political Economy of Underdevel​opment (Praeger, November, 1979).
Regional Development in a Global Economy: The Multinational Corpor​ation, Technology and Andean Inte​gration, by Lynn Krieger Mytelka. Yale University Press, 233 pages, $17.50.

The formation of the Andean Pact in 1969 was widely regarded by scholars and political figures as a unique and potentially significant effort at Third

World regional cooperation. In her book, Lynn Mytelka traces the history of the economic program of the six South American countries, and assesses the "tragedy and drama of the experi​ment," in which the countries attempted to collectively challenge the power of foreign corporations.

Focusing on the issue of "technology dependence," Mytelka examines the success of the six nations originally comprising the Andean group-Boli​via, Colombia, Ecuador, Peru, Vene​zuela and Chile, until its 1977 with​drawal-in extracting favorable terms from foreign corporations with respect to technology transfer. She explores the domestic forces working in opposition to the strict regulation of foreign capital, and difficulties encountered in enforcing guidelines established by the Andean group.

Mytelka's primary aim is to deter​mine how regional cooperation can be used as an effective development stra​tegy. She consequently extends her discussion to encompass an analysis of corporate power on a global scale, again emphasizing the importance of multina​tional corporate control over industrial technology.

Organizations

International Documentation Center (IDOC)

Based in Rome, the International Documentation Center is perhaps the most valuable European clearinghouse for information on economic develop​ment and foreign investment. Since 1975, IDOC has utilized a computer-​like filing system to organize data on individual developing countries and specific multinationals.

The system, called OASIS, is based on a dictionary of about 1000 cross-​indexed "key terms." When researchers request information on corporate activ​ity in a nation or region, far example, computer cards on countries and com​panies are merged, furnishing refer​ences to relevant documents.

Information gathered at IDOC in​cludes government reports, studies by international organizations, and re​search projects by private groups. The archives also include corporate finan​cial data for multinationals from a​round the world.

The IDOC staff conducts document searches for activists and academics on request. While fees must be arranged in

advance of any research, the organiza​tion often agrees to information ex​changes. Furthermore, the staff is inter​ested in receiving material from U.S. researchers for inclusion in its data bank.
'

For more information, write:

IDOC

Via S. Maria dell'Anima 30

00186 Rome

Italy

Asia/North America Communications Center (A/NACC)

The Asia/ North America Commun​ications Center is a research and doc​umentation group established to sys​tematically gather, analyze and publish information on U.S. economic, political and military involvement in Asia. The group, funded by private, non-profit organizations in Asia and North Amer​ica, was founded in 1976.

The center publishes both primary source material and analytical studies on the U.S. role in Asia. Its work is especially valuable for researchers ex​amining corporate involvement in the region. The center maintains a data base covering the activities of multinationals in East, Southeast and South Asia. In 1979, it published America in Asia, a research guide listing key sources of information on U.S. trade, aid and investment in the area.

The group regularly publishes Asia Monitor, a comprehensive quarterly news digest on relations between the U.S. and Asia, gleaned from regional English language newspapers and busi​ness magazines.

It has also compiled detailed listings of all multinationals with subsidiaries or affiliates operating in Asia. Each listing includes important names and addresses, historical data and all publicly-available corporate financial infor​mation.

For further information, or to re​quest specific publications, write:

A/ NACC

1110 Terrace Blvd.
,

Rm 304

New Hyde Park, NY 11040

A/NACC

2 Man Wan Road 17-C Kowloon, Hong Kong

Capital Flight: Some Issues for Cana​dian Workers

This report, released in January 1980, examines the causes and implications of new patterns of investment by Cana​dian corporations. The study empha​sizes a key transformation of capital flows in the Canadian economy in recent years. Since 1975, the country has become a net exporter of investment capital (direct investment and portfolio investment), representing a fundamen​tal shift from its traditional role as a net capital importer.

The authors assign primary responsibility for this trend to increased overseas investment by Canadian firms, rather than changes in capital transfers by foreign-owned companies. It focuses largely on Canada's forestry and mining sectors, and is rich in documentation.

For a copy, write:

Latin American Working Group Box 2207 Station P Toronto, Ontario MSS 2T2 Canada

The Economic Impact of the Japanese Business Community in the United States

This 50-page report examines the economic impact of Japanese invest​ment in the United States.

Japanese multinationals have estab​lished 210 manufacturing subsidiaries in the U.S., and hold a majority interest in over 1 100 non-manufacturing enter​prises in the country. According to the report, this pattern of investment has resulted in significant benefits to the U.S. economy. The study concludes that Japanese firms-with investments in the U.S. approaching $3.5 billion​
have created directly over 81,000 jobs. Indirectly, Japanese investment is re​sponsible for an additional 261,000 jobs, the report estimates.

The study also traces the growth of Japanese corporate activity in the U.S., and the relationship between the over​seas expansion of the country's banks and its trading and manufacturing companies.

For a copy, write:

Japan Society

333 East 47th Street

New York, NY 10017

Unifilm Catalogue 1980

A vital resource for any activist engaged in educational activities around economic development, human rights and the power of multinationals, this 1980 film catalogue includes titles on subjects as diverse as regional studies, labor history and world health.

The main focus of the catalogue is Third World politics and economics. It includes films such as The Battle of Chile, a three-hour documentary on the 1973 overthrow of Salvador Allende, Bottle Babies, an expose on infant formula marketing, and Five Billion People, a 13-part background series on the world economy, with segments covering international banking, foreign aid, and multinationals in developing countries.

Rental prices average approximately $150 for one showing. For a copy of the catalogue, and further information on rentals and promotional materials, write:

Unifilm

419 Park Avenue South

New York, NY 10016

Early Warning System

Published by the Ecumenical Center in Brussels, this concise newsletter is designed to quickly transmit informa​tion on legal developments affecting foreign corporate activity in Europe. It offers brief notes describing new legis​lative and regulatory measures set down by individual nations and the European Community.

Still in its first year of publication, the newsletter's main goal is to diffuse "leads" that will spur researchers to examine in more detail the potential impact of specific legislation, and to quickly inform activists of upcoming legislative debates.

While not an exhaustive directory of legislation, the newsletter is an effective vehicle for quick communication. It has not yet appeared on a regular schedule, but rather, when key developments occur.

For more information write:

Win Burton

Ecumenical Center

23 av d'Auderghem

1040 Brussels Belgium

Worldpaper

Published eight times a year, World​paper incorporates reporting and analy​sis by professional journalists from around the world. The publication is written largely by its ten associate editors, who are affiliated with period​icals and daily newspapers from coun​tries including Kenya, Japan, Rontania and France.

The magazine is distributed as an insert in newspapers on five continents. and claims a readership of 1.2 million. Its news emphasis is economic develop​ment, with a special focus on economic interaction between the industrialized and developing worlds.

Worldpaper, however, can by no means be considered an advocacy pub​lication. The periodical's main goal is to expose readers of daily newspapers to basic issues of international relations and development. Past articles have examined deceptive transfer pricing by Del Monte in Kenya, the political influ​ence of multinationals in the Third World, and nuclear power in India.

The subscription price is $10 per year. For more information, write:

Worldpaper

8 Arlington Street

Boston, M A 021 16

