Bolivian Coup-Makers Find Bankers Eager

In spite of international condemnation of the new Boli​vian junta and strong popular resistance to the July coup inside the country, commercial and multilateral banks continue to look upon Bolivia as a worthy investment.

A consortium of 97 commer​cial banks, led by Bank of America, agreed in early Septem​ber to refinance U.S$172 million in debts for loans falling due between August and December, 1980.

1 n addition, since the coup that brought General Luis Garcia Meza to power, Bolivia has drawn U.S $17 million on a stand-by loan negotiated with the International Monetary Fund by the previous government. Says Robert Tampe, the IMF's Boli​vian loan officer: "Our lending policy has nothing to do with the government. It just has to do with the country. There are obliga​tions; they have nothing to do with politics."

General Meza's coup marks one of the most brutal seizures of power in Bolivia's history. Since the July 17 takeover preempting the installation of the demo​cratically-elected reformist coali​tion of Hernan Siles Suazo, hundreds have been killed, 4000 imprisoned, the universities have been shut down and all labor

unions suspended.

In addition, reports in the international press suggest the coup has brought to the helm a military clique concerned pri​marily with the preservation of its stake in the country's $ I billion cocaine export trade.

The Carter administration, having pinned high hopes on a democratic transition in Bolivia, has reacted harshly to the coup. Announced Secretary of State Edmund Muskie in its aftermath: "We have terminated military assistance. We have ceased new commitments of economic assis​tance. We have recalled our ambassador."

Nevertheless, the U.S. private sector and multilateral. agen​cies may be giving to the new Bolivian government more than the U.S. public sector is taking away. "Cutoffs in economic and military assistance from the United States are more than compensated for by other U.S.​-based funding sources available to Bolivia's new rulers," says Lawrence Birns of the highly​ regarded Council on Hemispher​ic Affairs.

At press time, officials of the new government were in New York initiating negotiations with the commercial banks for a new round of lending.
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'An occasional Global Sightings column featuring musings from ,he establishment press.)

"The Corporation Haters" Fortune, June 16, 1980

This article ridicules the Interfaith Center on Corporate Responsibility (ICCR), a Na​tional Council of Churches organization comprised of nearly 200 Protestant and Catholic denominations and orders, and a consistent sponsor of share​holder resolutions.

Fortune scoffs at ICCR's blend of religious and social concern: "Above all, the religious connection provides respectabil​ity and legitimacy. What better way to challenge the existing system than to brand it as an offense to the will of God?"

* s s

#`An III Wind from the South" Washington Post, September 1, 1980.

"In their conceit, the poor nations are attributing their poverty to the imagined exploita​tions of the North rather than to their own economic systems," Post columnist R. Emmet Tyrell, Jr. observed, writing of the North-South Dialogue for a New International Economic Order.

As to the substantive question of resource transfers, Tyrell made these helpful observations.

"There has already been a rather massive transfer of resources from North to South. Wherever the orators of the Third World. gather, you will always see an abundance of Rolex watches, Monte Blanc fountain pens, Italian silks, Seville Row tailor​ing, Mercedes Benzes and so forth."

***

"U.N. Panel Studying Western `Plunders' of Namibia" New York Times, July 13, 1980

"The hearings, organized by the United Nations Council for Namibia . . . had an obvious ideological axe to grind, with most witnesses sounding as--if they found capitalism and colonialism equally repugnant." noted this Times news story on the recent U.N. inquiry on uranium mining in the South African-occupied territory

The Times neglected to men​tion until more than half-way through its article that multi​national mining in Namibia was prohibited by the l'.1. in 1974. Nowhere does it state that many of the Western countries "hose corporations mine and market Namibian uranium have re​peatedly supported World Court and U.N. Security Council rulings outlawing all foreign investment in Namibia.

Instead, the Times focused on how mining was booming, and left the indictment to those with the ideological axe: "As filtered through the political prism of the Council for Namibia this week, the statistics on uranium mining took on a diabolical glow."

Free Labor?

Trying to rebut charges about appalling working conditions and starvation wages in his com​pany's tea plantations in Bangla​desh, the chairman of the United Kingdom's J. Finlay company recently told the annual share​holders' meeting: "It is significant that we have no difficulty retaining labour, which indicates that the working environment is competitive."

Sir Colin Campbell added that

conditions were being progres​sively improved, which is at least some progress over his argument when faced with similar criticism last year: "Our native workers overseas choose to work for the company on the open market, which proves they are happy and eager with their lot."

-International Union of Food
and Allied Workers' Association
Bulletin

Calm After the Storm

G&W, Dominican Republic Come to Terms

With the help of an influential friend from the U.S. foreign policy establishment, Gulf and Western recently settled its sugar trading dispute with the Dominican Republic, but not before the blustering tactics of the U.S., agribusiness company created an uproar in the Caribbean country.

Both the conflict and recent agreement come in the context of Gulf and Western's dominance of the Dominican economy. The company produces 30 percent of the country's sugar crop and controls virtually every major tourist spot. In addition, Gulf and Western is the largest cor​porate landowner, employer, and taxpayer in the country.

The roots of the controversy stretch back to 1974. According to the U.S. Securities and Ex​change Commission, currently engaged in a court battle with Gulf and Western over the com​pany's practices in the Domini​can Republic, Gulf and West​ern's Charles Bludhorn made an oral agreement with then Domin​ican president, Joaquin Bala​guer, to undertake trading in sugar futures on behalf of the Dominican government. The government and the company were to split the profits earned during fiscal 1975 on a 60-40 basis. That year, Gulf and Western gained- U.S.$64.5 mil​lion in the sugar trading opera​tion. The Dominican Republic, however, never received its share, amounting to S38.7 million.

Details of the arrangement only came to light two years ago, after Balaguer had left office. His successor, President Antonio Guzman, chose to take a concil​iatory approach to the company, attempting to negotiate an out-​of-court settlement of the matter. Early efforts failed to achieve results, so in August Guzman sent two aides to meet Bludhorn at the chairman's Connecticut home to see if the impasse could be resolved.

The talks with Bludhorn appear to have been anything but cordial. He "threatened to

' `destabilize' the Dominican Republic and prevent North American tourists from visiting the country" if the Dominican Republic refused to back down, reported the leading Dominican

paper, El Sol. Gulf and Western refused to confirm or deny the reports.

Soon after the meeting, Gulf and Western ran a menacing advertisement in every major Dominican paper. "Let there be no doubt about this," the ad stated. "We don't have the least fear about defending our inter​ests and more important, our honor. If any legal proceedings are initiated against us, we are prepared to fight vigorously in any court or forum for our cause."

Guzman responded forcefully to these challenges. "There has

been talk of the existence of grave threats to destroy the prestige of the current government and country," he said the day after the ads appeared. "I want to affirm that this government has an historic mission that no one or nothing can impede."

Demonstrating his resolve, Guzman sent the attorney gen​eral and comptroller of the Dominican Republic to Wash​ington to examine SEC docu​ments relating to Gulf and Western-a first step in taking legal proceedings against the company.

For his firm moves, Guzman received an outpouring of sup​port from the Dominican people, as labor unions, merchants, peasants, students and civic groups all rallied around the

President in a display of nation​alist fervor. Virtually every day for two weeks, one organization after another took out ads in the papers, denouncing Gulf and Western and backing Guzman's efforts to obtain payment of the debt.

Enter Cyrus Vance, presently employed by the Wall Street law , firm, Simpson, Thatcher and Bartlett, Gulf and Western's legal counsel of long standing.

Vance, who according to one State Department official, "has been a personal friend of Guzman," headed Gulf and Western's delegation to the

Dominican Republic in early September to work out an arrangement. Vance's meeting with Guzman evidently went well; "It was the decisive factor," says Arturo Calventi, first secretary to the Dominican Republic embassy in the U.S.

As a result of Vance's mission, the parties reached an agreement whereby Gulf and Western will pay $39 million over the next seven years to fund a nonprofit corporation that will provide social and economic services in the eastern region of the Domin​ican Republic. The specific projects the new corporation will undertake are to be decided upon by a five-member board, with two representatives from the government, two from Gulf and Western, and the bishop of the

eastern region presiding. Priority will be given to projects the tech​nical secretary of the Dominican Republic recommends.

The agreement registers some concessions on the part of Gulf and Western, which previously had offered to fund public service operations that it would control-worth approximately $24 million-or to give tax deducti​ble donations to the government amounting to less than $38.7 million.

President Guzman also yielded ground, and leftists in the Dominican Republic-including former President Juan Boche-​accuse Guzman of settling too soon. They believe that he could have obtained more money, and that the government should have insisted on more control of the nonprofit corporation.

Gulf and Western's extra​ordinary control of the Domini​can Republic obviously circum​scribed Guzman's range of actions. Nevertheless, Gulf and Western did not want to press its luck too far. "Gulf and Western could not afford to further alienate the public for fear of nationalization," says Roberto Alvarez, a Dominican lawyer now doing graduate research at Johns Hopkins School of Ad​vanced International Studies.

As for Guzman, he may have had his own political ambitions in mind when he signed the agree​ment. "He did not want to ~ alienate too much his main supports-foreign investment, especially U.S.-at a time when he is considering running for re​election," Alvarez says. Still, Guzman had to win some concessions to placate domestic nationalists. Alvarez notes: "The government was boxed in. They could not settle for less than $38.7 million, but they didn't want to go further."

Such speculation about Guz​man's motivations appear to be borne out by the President's speech of September 4 announc​ing the agreement. "The accord signed is palpable proof that the government respects private ini​tiative and foreign investment and defends at the same time the dignity and the interests of the country and national sovereign​ty," Guzman proclaimed.

Third World

Drug Marketing:

A Lethal Double Standard

Multinational drug companies make a practice -and a profit-out of marketing dangerous drugs in the Third World, drugs that are either prohibited or severely restricted for use in the West.

By Charles Medawar

LONDON

J

UST AS NEVILLE CHAMBERLAIN PRO​mised "Peace for our time" in 1938-months before the outbreak of the Second World War-so the World Health Organization (WHO) today proclaims: "Health for all by the year 2000." As a prescription it is admirable; as a prediction it is absurd. Just how absurd is obvious from the remarks of the director of WHO's pharmaceuticals programme, at a recent symposium in Rome:

"Perhaps we should start to think now-or to dream-of a future regulatory system which would facilitate the discovery and introduction on a world-wide scale of drugs important, or essential, to meet real health needs and, at the same time, prevent the international trade of those proven to be harmful to health on the basis of scientific evidence."

Clearly, one must dismiss any possibility of "health for all" in the foreseeable future. When a senior optimist in the World Health Organization suggests that "perhaps" the time has come "to dream" about the provision of essential drugs, and the control of dangerous ones, there is a very long way to go.

The drug multinationals underpin the nasty trade in hazardous pharmaceuticals. Much of the evidence of what these companies do is no doubt hidden or missing. Nevertheless, reports now coming in are frightening enough. Take this example, from an article in New Scientist earlier in

Charles Medawar is director of the London-based Social Audit, Ltd., an independent, non-profit organization concerned with improving government and corporate responsiveness to the public. He is the author of Insult or Injury? An Inquiry into the Marketing and Advertising of British Food and Drug Products in the Third World (Social Audit, 1979).

the year:

"By now, Gail's condition was critical The infection which started in her mouth had erupted all over her body and doctors found abscesses on her lungs, too. The flesh on her lips and gums fell away, quite diseased, as was part of the exposed jawbone. The Johannesburg team ran a battery of tests, but it failed to find any viral explanation of Gail's condition .. Having eliminated a viral cause ... the team next asked what drugs Gail had taken. She mentioned Cibalgih. There was no need to look any further . . . "

Products similar to Cibalgin-which was withdrawn from the market by Ciba-Geigy several months ago-continue to be sold by drug multinationals throughout the world. These drugs contain dipyrone, and cause agranulcytosis, a disease in which a sharp drop in 'the production of bacteria-fighting white blood cells leads to greatly increased susceptibility to infection. In a careful study of patients treated with these compounds, the incidence of agranulocytosis was nearly I in 100 and the mortality rate about I in every 200.

Dipyrone and related drugs are analgaesics, painkillers about as effective as aspirin. Because a-number of relatively safe alternatives exist, independent authorities are pretty well unanimous that the drug should not be used. A standard British text, Martindale's Extra Pharmocopoeia, emphasizes for example that " . . . the risk of agranulocytosis in patients taking dipyrone is sufficiently great to render the drug unsuitable for use."

By 1977, the WHO reported that eight countries had altogether banned this drug. Elsewhere it was, and still is, liberally available. Gail-whose symptoms were described above-bought her sample from a pharmacy in Mozam​bique. In neighboring Tanzania, a British doctor, John Yudkin, reported nine such products on the market in 1977; they were made by Asta, Hoechst, Boehringer-Ingelheim, Ciba and Sandoz. In his paper, To Plan is to Choose, Yudkin calculated that the amount of such drugs used in Tanzania in 1976 would have very likely killed 630 people in that year.*

These are certainly not isolated cases. A paper published earlier this year by the Regional Office of the International Organization of Consumers' Unions in Penang, Malaysia, reported 20 preparations containing dipyrone and related compounds on the Malaysian market.* In neighboring Thailand, some 28 similar preparations are listed in the main prescribing guide. In most cases, the notes for doctors say nothing at all about the possibility of dangerous side effects. Moreover, the package inserts collected recently from some of these include the following:

Optalidon (Sandoz):
. . . a remarkable freedom from side effects.'

Doloneurobion (Merck): `Dolo-Neurobion is well-toler​ated. In rare cases, however, a sensitization . . . may occur and require discontinuation of use.'

Novalgin (Hoechst): 'Novalgin is well-tolerated. However, in rare cases it may cause allergic reactions that necessitate discontinuation of the medicine.'

Two samples of the similar Winthrop product were obtained. The package insert in one stated: 'Conmel is a derivative of aminophenazone. It may, therefore, on very rare occasions product agranulocytosis.' More trenchantly, on a packet supplied as a free sample to a doctor, ran an overprinted message: `Warning: this drug may cause fatal agranulocytosis.'

M

 ANY OTHER CASES HAVE BEEN REPORTED recently, demonstrating both how undesirable drugs may be promoted in developing countries, and how otherwise satisfactory drugs may be promoted in undesirable ways.

• SMON stands for sub-acute myelo-optic neuropathy, a crippling and sometimes fatal disease of the nervous system. In Japan in the 1960s cases of SMON reached epidemic proportions, affecting an estimated 20,000 to 30,000 people. The disease has been reported in other countries as well. Cases of SMON are clearly associated with the drug clioquinol and its derivatives, particularly when taken in normal or high doses over long periods of time.

Several countries have had the drug altogether withdrawn not only because of these devastating side-effects, but also because of its highly questionable therapeutic value. In other countries, the use of clioquinol is restricted to a few very specific indications.

Nevertheless, clioquinol and related drugs are widely available in developing countries. The world sales of a principal manufacturer, Ciba-Geigy, are estimated at U.S.$40 million a year. Two Ciba brands, widely sold in Southeast Asia, are Entero-Vioform and Mexaform. Remarkably, the directions for these drugs given in Malaysia and Thailand suggest their use for "non-specific diarrheal disorders and also as a prophylactic. "

• The antibiotic chloramphenicol, according to *John S. Yudkin, To Plan is to Choose (Mimeographed Paper, 1977.)

* See Wolfgang Howarka's Dangerous Drugs (IOCU, Penang, Malaysia).

Martindale's, "can cause ... severe, irreversible and often fatal aplastic anemia." As such, it should be taken for only the most serious indications, never for minor infections. Virtually all of thenine brands of chloramphenicol sold in Malaysia, and the 30 other brands available in Thailand, advertise a wider application. One product-made in Thailand under license from the Italian firm Zambon suggests Mycochlorin for nearly 50 different conditions (including "measles, chickenpox, tonsilitis, skin diseases, etc.") and promises "an extremely low toxicity."

• The antibiotic tetracycline is generally regarded in the West as contraindicated for children under eight years. or for women more than four months pregnant. The reason is that these drugs tend to retard foetal bone development, and to permanently stain children's teeth. However, Wolfgang Howarka of the International Organization of Consumer Unions, has reported that of the 42 tetracycline preparations in the 1979 Drug Index for Malaysia and Singapore, only two included such a caution. Other preparations including those from Pfizer, Hoechst. Lederle and Dow Lepetit- list dosages for young children in the doctors' prescribing guide.

Research on the Social Audit report, Insult or Injury?, carried out mainly in India and Malaysia in 1978, turned up a number of other highly questionable incidents. For example:

• With some drugs marked discrepancies exist between instructions in the West and those in the Third World. The maximum recommended dose with Wellcome's migraine drug Migril turned out to be I0mg per week in the USA; 12mg per week in the U.K.; and 24mg per week in Africa and Asia. Similarly, the recommended dose of a Glaxo combination antibiotic, Guanimycin Suspension Forte, was around twice as high in developing countries as in the U.K.

• In the U.S., the Food and Drug Administration requires the drug Meclizine to be contraindicated for women who arc or may become pregnant. Inadequate warnings were found in prescribing literature for the Glaxo version of this drug (Ancoloxin) in India and Pakistan. Glaxo said in 1978 that they would change the offending literature in these two countries, but maintained that elsewhere their prescribing literature compared with that used in the UK. Ancoloxin is

-recommended simply for control of nausea and vomiting in the U.K. But the caption on a can bought in Malaysia in late 1979 specifically recommends this drug for the control of morning sickness.

T

 HE PROBLEMS CREATED BY THE DRUG multinationals in developing countries are not simply the result of the marketing of dangerous or questionable products. For example, serious damage may occur-just as it does with infant formula-when otherwise satisfactory products are given a really hard sell. Just how hard drugs may be sold is probably best illustrated by Yudkin in To Plan is to Choose. Yudkin reported, for example, that Central Medical Stores in Tanzania had in stock a 46-year supply of an injectable antibiotic made by Hoechst-though the shelf ​life of the drug would be under two years, and probably no more than six months in tropical conditions.

Another example, illustrating what happens on the ground, "as discussed by a nurse who had been working. in Bangladesh. On a recent British radio program, she described how her husband heard a drug company representative try to persuade a young doctor that the drug frusemide (a drug which gets rid of excess fluid in the body) was a very good drug to use on children who had kwashiokor or marasmus.

These are serious deficiency diseases, whose symptoms distended belly, wasted muscle on limbs are all too often shown in appeals for famine relief. The nurse explained:

"... my poor husband felt that he had to jump in at that point and say. 'Well, alright, the swelling will go down because you in fact urinate frequently and get rid of the fluid but it ii! kill the child.' And the drug representative said: `Well, the child is going to die anyway.'"

T

 Ht: II)E:A OF DRUG AS PANACEA IS SIMPLE and dangerous. It can and does produce tragic results at both individual and national health planning levels. Evidence of the tragedy at a national level can be found in the proportion of national health budgets spent on drugs rather than allocated to more useful and equitable preventive and public health measures. In the average developing country, the proportion of the health budget spent on drugs is typically between 30 and 50 percent, As a prescription for "health for all" this is damaging enough. I n light of some of the marketing practices of the drug multinationals, it is simply unconscionable.

But it is one thing to suggest the drug multinationals are largely responsible for all this--and quite another to suggest

they can effectively be held accountable. There are several reasons why they can't.

These companies are not staffed exclusively by cynical or malevolent people. The main reason for their sometimes lethal excesses is not bloody mindedness, but the single-minded preoccupation with business objectives.

Beyond this, the multinationality of the drug companies compounds the harm-in particular because this allows an endless, often devious shifting of responsibility. Typically, you ask head office about malpractice in a subsidiary, and you are referred to the subsidiary, which head office says is responsible for management affairs. But if you question the subsidiary, more likely than not you will be referred to head office-and be told that they take overall responsibility for the activity in question.

But even if one does pin someone down, there is no guarantee of a straightforward response. In the absence of overwhelming and irresistible evidence of impropriety, one is more likely to be met with equivocation and excuse than anything else. The classic response of the multinational to an accusation of malpractice is to say "we observe the laws of the countries in which we operate." Given the state of the laws and of law enforcement in many developing countries, this is tantamount to a multinational saying "we obey laws which do

not exist." Under these circumstances, both home and host countries have substantial responsibilities in controlling the excesses of the drug multinationals. But equally, there is a clear role for the World Health Organization. Of particular relevance here is Article 21 of the WHO's constitution, which states:

"The Health Assembly shall have authority to adopt

regulations concerning ... advertising and labelling of

biological, pharmaceutical and similar products

moving in international commerce."

This article gives the World Health Assembly the power to introduce regulations which, if passed by a simple majority, then become binding on all member states-whether they voted in favor or not.

However, this Article has never been Used. Perhaps the time has now come for the WHO to stop dreaming-and to take decisive action to control the multinationals' trade in  dangerous drugs. 

Contraceptive draws fire

Depo-Provera, an injectable contraceptive produced
by the Upjohn company, continues to be the subject
of controversy. Questions remain about its safety,
reports pile up about deceitful distributing techniques,
and Upjohn and the Agency for International
Development press for wider use of the drug.

By Krystyna von Henneberg and Matthew Rothschild

T

HE ONGOING CONTRO​versy over the production and distribution of Depo-​Provera, a hormonal contraceptive produced by Upjohn Corporation, has in recent months begun to escalate as women's groups and health centers mount an assault on the use of the drug.

The conflict centers on the means used by Upjohn and multilateral development agencies to promote and administer a drug that a variety of medical studies have linked to a wide range of health hazards. Critics charge that Depo-Provera is being distributed often without informed consent or proper medical facilities.

Depo-Provera is a highly effective and particularly long-lasting contracep​tive that is administered by intramuscular injection. One shot provides protection against pregnancy for at least three months. But its side-effects diminish, and some say outweigh, these apparent advantages.

In the short-run, Depo-Provera can cause heavy bleeding, weight gain, decreased libido, headaches, nervous​ness and depression. The long-run risks, still under investigation, may include infertility, diabetes, and breast, cervical and endometrial cancer. Depo-​Provera might also harm children of women who use it. When given to women in early pregnancy, the drug appears to increase the chances of birth defects, and when administered to lactating women, Depo-Provera may interfere with immunoglobins in mother's milk.

The Depo-Provera issue presents a tragic set of trade-offs to many Third World women, who face the cruel choice between the hazards of birth control and unwanted children in families already at the margins of

existence. Most supporters of Depo-​Provera recognize that such trade-offs exist, but at the same time they tend to discount the long-term and severe risks that Depo-Provera may carry.

C

 ONTROVERSY HAS SUR​rounded Depo-Povera from the moment of its first production as a contraceptive nearly 20 years ago. The current heightened furor reflects a combination of factors. First, sales of the drug are booming; according to Upjohn officials, approximately 10 million women have received injections of the contraceptive. In addition, the feminist movement, both in the U.S. and abroad, has made Depo-Provera a focal point of its emerging reproductive rights campaign. Third,-the U.S. Food and Drug Administration and the Agency for International Development

are considering relaxing restrictions on the use of Depo-Provera.

Finally, and perhaps most impor​tantly, troubling reports are pouring in with increasing frequency from the Third World, indicating that women are often being administered the drug in an ethically, if not medically, irresponsible manner.

Depo-Provera has never been approved for use as a contraceptive in the United States, because the Food and Drug Administration has deemed it too dangerous, citing Upjohn's own clinical tests relating injections of the drug to high incidences of cancer in laboratory animals. However, Depo-Provera is

being so used in 82 countries through the sponsorship of the International Planned Parenthood Federation (IPPF), the U.N. Fund for Population Activities and the World Health Organization. Upjohn produces and markets the drug through its Belgium subsidiary, thus skirting U.S. govern​ment laws prohibiting the export of drugs for uses which are not approved in the U.S.

Recent eyewitness accounts from all over the Third World have seriously questioned whether recipients of Depo​Provera recognize the drug's potential side-effects. "Patients who are admin​istered the drug are for the most part , completely unawake of its dangers," says Viluny Diskin, graduate researcher at Harvard University's School of Public Health. At one Mexican clinic, Diskin saw for herself that doctors administering Depo-Provera didn't tell the women that there would be intermittent bleeding, or that there

might be severe cramps, or potential

long-term hazards. "When the women

returned to the clinic with complaints​
many of them scared, annoyed, angry​
they were told that their reactions were

very normal," says Diskin.

Similar allegations have come in

from Kenya, Egypt, Botswana. Moroc​co, Sri Lanka, Bangladesh. Thailand, as well as industrialized countries such as New Zealand, testifying to the biased and scanty information provided to patients.

Moreover, Depo-Provera evidently reaches pregnant or lactating women, for whom it is entirely inappropriate. According to Judy Greenberg of the International Rescue Committee, who recently returned from Thailand working as a midwife in a Cambodian refugee camp, "Depo is being admini​stered with no examination of the patients' health record, often with nothing more than a crude manual pregnancy test. In the meantime, buses with loudspeakers tell the women that Depo will make their figures look better." Community Based Emergency Relief Services, a family planning program in Thailand, uses Depo​-Provera extensively, and in its Special Report of June, 1980, it includes a photograph of "a Khmer nursing mother in Khao-l-Lang receiving the injectable contraceptive, Depo-Pro​vera."

U

PJOHN, WITH APPROXI​mately one percent of its total sales coming from Depo-Provera and with a great potential market available, denies acting irresponsibly. "The company has been open and forthright in making all pertinent scientific information, including animal data, available to the appropriate medical and regulatory leadership," Upjohn declared in a press release last year. However, a 1978 letter from Upjohn's New Zealand General Manager begin​ning "Dear Doctors and Pharmacists"' suggests otherwise. Nowhere does the Upjohn official mention findings of increased rates of cancer in laboratory animals injected with the drug. In fact, the letter states that Depo-Provera has "no reports of extraordinary medical problems associated with it."

Upjohn may have used less subtle methods to procure sales. From 1971​1976, Upjohn admitted using over $4 million dollars to secure contracts in 29 Third World countries. In a statement filed with the Securities and Exchange Commission in late 1976, Upjohn reported that the bulk of these funds went "to employees of foreign govern​ments or to persons who appear to have been serving as intermediaries for such employers for the purposes of obtaining sales to government agencies or instrumentalities." Part of Upjohn's money also went for "questionable payments" to "hospital officials." Upjohn did not state which countries were receiving payments; nor did the company reveal the products for which such payments were given.

The International Planned Parent​hood Federation (IPPF) and the U.N. Fund for Population Activities-the two largest buyers of the drug-have come under heavy fire for their role in administering Depo-Provera. Stephen Minkin, former UNICEF chief of nutrition in Bangladesh and now leading the anti-Depo-Provera cam​paign for the National Women's Health

Network, says the population agencies "don't know what's going on in the field." Diskin concurs: "The drug is distributed cafeteria-style in many places where the doctor-to-patient ratio is very low, and where adequate monitoring facilities are often virtually nonexistent."

An internal IPPF memo of January 1979 substantiates these charges of negligence. Dr. Pramilla Senanayake, medical program advisor for IPPF, stated in the memo: "We do very little. .

in terms of monitoring the effects of

these contraceptives on their recipi​ents."

C

 URRENTLY, THE DEPO​Provera controversy is entering a critical phase. Upon Upjohn's request, the Food and Drug Administration has agreed to a "Scientific Board of Inquiry" to investigate and vote on Depo-Provera's possible marketing as a contraceptive in the U.S.

In addition, and perhaps more seriously, the U.S. Agency for Inter​national Development is considering offering Depo-Provera in its assistance packages. Up until , now, AID has officially followed a policy of refusing to purchase or distribute Depo-Provera, since the agency has a general in-house rule of making available only those drugs approved; by the FDA for similar use in the U.S.

At present, AID contemplates making a policy exception specifically for Depo-Provera. A newly released study commissioned by AID to investigate the Depo-Provera issue has recommended that AID "make [Depo​-
Provera] available to nations which request it." "This recommendation holds even if the FDA does not change its present stance ..."the report states. AID's commission recommended no extraordinary precautions for delivery or consumption of the drug. "The panel did not feel that there should be any special distribution channel for this drug . . . [and] did not feel that AID should place restrictions on the use of this drug."

Not everyone on the panel agreed with its findings and recommendations.

Dr. William Hansel of the College of Veterinary Medicine at Cornell Univer​sity dissented, citing the gravity of the clinical tests relating Depo-Provera to cancer in beagle dogs and rhesus monkeys. "When a drug has such big effects on two species, one of which is a primate, that is just too much," Dr. Hansel says. "Counter arguments can always be raised," he adds, "but 1 really don't like all the negative arguments. It seems to me they were all in one direction, and they were overdoing the possibilities that the serious occurrences were the result of chance."

I

 N THE MEANTIME, THE anti-Depo-Provera campaign is picking up steam. The National Women's Health Network has estab​lished a Depo-Provera Registry for women who have received injections in the United States. Although Depo​-Provera is not approved for use as a contraceptive in the United States, some doctors have so administered it, obtaining the drug which is approved only for palliative treatment of a fatal disease. The Health Network estimates that 10,000 women have been injected in

this way in the United States.

In addition, the Boston Women's Health Collective heads an interna​tional mailing of information packets to , doctors, government officials, and prospective consumers of Depo​Provera.

1 n Britain, where the drug is primarily used on minorities and the poor, a "Ban the Jab" organization has formed "to expose the way in which Depo-Provera has been developed, experimented [with] and used on. : women, often without the prior knowledge and consent of the women involved." A similar campaign has sprung up in New Zealand, under the leadership of ' Sandra Coney. In Bangladesh, Dr. Zafrullah Chowdhury, head of the internationally-known People's Health Center, has come out strongly against the drug after seeing its effects on some of his patients.

Upjohn and sympathetic multilateral agencies appear set on countering their opponents, leaflet by leaflet if neces​sary. For instance, at the July International Women's Conference in Copenhagen, after representatives from some women's health organizations raised the issue of Depo-Provera, an AID official distributed a paper extolling the merits of the drug. The I I - page pamphlet claimed that Depo​Provera has the "known advantages" of bringing on "an actual supportive effect on lactation," and "a decrease in individual unpleasant side-effects (such as nausea, dizziness, and mental depression)."

In spite of such public-relations acts, the anti- Depo-Provera campaign achieved some modest gains at the Copenhagen conference. "We took a little step forward by making contact with many uninformed women in Third World countries where the drug is in use," said Saralee Hamilton of the American Friends' Service Committee.

Whether the efforts to curb Depo​Provera will be successful remains to be seen, but it seems likely that they will at least provide some counterweight to present marketing practices. "We want as wide an audience as possible to have access to the facts about Depo​Provera," comments Stephen Minkin. "Up until now, Upjohn and interna​tional health agencies have had complete control over the information flow." 

 Money In the Genes

Gene-splicing, once the province of science fiction,
now offers private industry the prospects of lucrative
returns. In the scramble to secure places in the market,
biotechnology companies have created alliances-and
tensions-with the academic community.

By Becky O'Malley

.
,
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IOTECHNOLOGY, A word most people had not even heard of 10 years ago, may mean big business-and big profits-in the near future.

Biotechnology is the commercial and industrial application of genetic engineering techniques commonly called gene-splicing. The major scien​tific breakthroughs of the last few years in cell and molecular biology have sparked attention in fields ranging from pharmaceuticals to coal mining. The alluring possibility that scientists will be able to manipulate genes of living organisms such as bacteria, fungi and plant and animal cells to develop marketable products has made biolog​ical research and development com​panies the hottest property in the rarefied world of venture capitalists.

The biotechnology industry has emerged from a mix of government aid, scientific expertise and private financial participation that varies from one industrialized country to the next. The scientists involved are a relatively small in-group of creative experimenters equally at home in Paris, San Francisco and Geneva. Their backers are com​panies operating at high levels of global finance.

In the United Kingdom, commer​cialization of biotechnology has been slow until recently, but the Thatcher government has apparently decided that it is one area worthy of government investment. A new British company has been formed to do biotechnological research and development, backed by government capital from the National Enterprise Board and private money from several banks and insurance companies, with the relatively modest

Becky O'Malley is a staff writer at the Center for Investigative Reporting in Oakland, California. She is director of the Center's Project on Science and Technology.

capitalization of $28.8 million. Estab​lished pharmaceutical companies such as Lilly have also been expanding their in-house bioengineering projects in Britain and the U.S. In Japan and Germany, research and development of biotechnology has received active government financial support aimed at developing products and processes that can be marketed by industries there.

In France, the banking and holding company, Paribas, has taken an active part in exploring the industry. Robert Lattes, Research Director of Paribas, says that his company decided a few years ago to put money into overseas investments, particularly in the U.S., and to develop a market share of advanced technologies in the health care area. "We think that biotechnology is a very interesting and promising field where the development could be as important, in the next 25 or 30 years, as data processing, semiconductors and microprocessors have been in the last 25 years," Lattes says. "We want to be there."

To help get there. Paribas co-founded with Venrock--the venture capital company of the Rockefeller family-a biotechnology enterprise called Cente​core. Incorporated near Philadelphia, Centecore has links with key scientists at the Wistar Institute, a non-profit Philadelphia biological research center. Paribas' venture seems to have paid off; Centecore is one of the first U.S.-based companies to develop hybridomas, cells that have been engineered to produce large quantities of antibodies.

Centecore is only one of several Paribas entries in the field. For instance, it has organized a consortium of French-based multinationals to provide up to U.S.$20 million over five years as backing for a new commercial organization designed to exploit gene manipulation. Joining Paribas are Aire Liquid (petrochemicals and pharm​aceuticals), BSN-Gervais Danone (food and pharmaceuticals), Moet-Henessy (French champagne and, more recently, California wines), and the French state​-owned oil company, Elf Aquitane.

For their money, the backers of the new company-to be named Trans​gene-will receive 65 percent of the ownership shares. The other 35 percent will be distributed among the scientific founders of the company, the institu​tions where they work, and a research foundation the scientists will control. Transgene's "scientific founders" are Phillipe Kourillsky, of the Institute Pasteur in Paris, and Pierre Chambon of the University of Strasbourg. Transgene is setting up its own lab on the Strasbourg campus, so links with the research of the founders will undoubtedly be close.

T

 RANSGENE'S PECULIAR shareholder arrangement is designed to forestall some of the criticism the bioengineering industry

receives. Over the past few years, many people-most prominently, the Nobel Prize winning biologists Francois Jacob and Joshua Lederberg-have argued that profits from the commercialization of scientific work in the university should go at least in part to the scientific community rather than to the business community.

Other critics have added that the biotechnology industry may reap rewards that are rightfully owed to the public. "All this research was done with the taxpayers' money; now private industry is picking up the marbles," says

Dr. David Ozonoff, chief of the environmental health section at Boston University's School of Public Health.

Safety is another area in which controversy has surrounded bioengi​neering. Some scientists, as well as at times the general public in university cities where bioengineering research is conducted, express fears about the possibility of lethal, self-reproducing bacteria escaping from labs and entering the community.

The heavy prospect of commercial production of interferon, a substance some medical researchers believe may have wide application as a cancer treatment, seems to have swept away much of the public and governmental uneasiness over the possible dangers associated with the research. The U.S. National Institute of Health, recently relaxed guidelines established in 1976 to regulate publicly-funded bioengineer​ing research.

Safety standards around the world are loosening up. For instance, in Great

Britain, Professor Brian Hartley of the University of London, working for International Nickel Company's Bio​gen, has a pilot plant ready to produce 3000-liter batches of organisms for Bio​
gen interferon, with the blessings of the British Safety Regulatory Body. Just last year, Genentech, the pioneer San Francisco biotechnology corporation, created a minor furor by making or​ganisms for insulin production in batches of only 100 liters, exceeding a 10-liter limit the U.S. had in effect at that time.

T

 HE INDUSTRY'S TENSIONS with academia still exist, how​ever, and are unlikely to ease. In early September, for example, a legal battle developed among the University of

California, the Swiss-based pharmaceu​tical giant Hoffman-LaRoche and Genentech, one of the leading bioen​gineering firms. Two UCLA professors succeeded in culturing and maintaining a line of leukemia cells and it was later discovered that these cells produced modest amounts of interferon. Their discovery unintentionally found its way into the laboratory of Genentech, which has agreed to supply Roche with interferon. The University of California was preparing to sue both companies for rights to the discovery, but before the university went to court, Roche and Genentech sued to prevent the univer​sity and scientists from claiming any ownership rights to the process. At press time, Donald M. Reidhaar, University of California general counsel, said that the university planned to file suit against both Roche and Genentech in early October. 
Bucking the Drug Industry

An interview with Dr. Zafrullah Chowdhury
.

In countries throughout the Third World, the majority of people suffer from woefully inadequate health care systems. In Bangladesh, health facilities are particularly dismal, More than 85 percent of Western-trained doctors serve the 10 percent of the population in the urban areas. Eight multinationals dominate the pharmaceutical industry there, demanding exorbitant prices and marketing an array of worthless and, occasionally, dangerous products.

Into this tragic scene steps Dr. Zafrullah Chowdhury, a person of visionary ideas and the organizational and leadership skills to put them into practice. Chowdhury's goal, to provide health services that meet the needs of the rural poor. His vehicle: Gonoshastama Kendra -the People's Health Center.

Started in 1971 as a field hospital for freedom fighters in the civil war with Pakistan the People's Health Center now serves a rural population of 110,000 in the countryside near Dacca. Operating through a network of village-based units, the Health Center relies upon a group of paramedics trained to perform simple operations. treat routine illnesses and advise on birth control methods and preventive health care.

Chowdhury couples his health care program with other projects designed to' foster local self-reliance, including a school, a vocational training program for women, and an agricultural cooperative in which all the People's Health Center staff participate.

For h is efforts, the 38-year-old Chowdhury has become a national folk hero. An d not surprisingly he is despised by the local landed elite, and alternately scorned and courted by national politicians.

Multinational corporations-playing a critical role in keeping even the most basic drugs beyond the reach of the country's poor-have no great love for Chowdhury either After more than five years of planning, People's Health Center will open a drug factory in late September, designed to produce 30 basic drugs for national marketing. Chowdhury, who has conducted extensive research on the structure of the Bangladesh pharmaceutical industry, expects to manufacture drugs of equal or better quality than those of the multinationals, and sell them at one half the price.

With his pharmaceu​
tical plant Chowdhury

hopes to make essential

drugs affordable for most

Bangladeshis The project,

however_ has additional

purposes: to increase na​
tonal awareness of the

questionable
business

practices of multinational,

drug companies, and to

serve as a model for local

and national self-reliance.

T he interview was con​
ducted by the Monitors

Jonathan Ratner and Wil​
liam Taylor during Chow​
dhury's recent visit to

Washington, D.C to attend

an international health

conference.

MULTINATIONAL MONITOR: Let's begin by examining the structure of the pharmaceutical industry in Bangladesh. What is the extent of the foreign corporate presence? In what areas of the industry-technology, marketing, etc.-do multinationals wield the greatest influence?

ZAFRULLAH CHOWDHURY: In Bang​ladesh, eight multinationals control 74 percent of the pharmaceutical market. Another 20 local firms-some with government participation-control 6 percent, and the remaining share is divided among more than 120 smaller local firms.

The foreign corporations are U.S., British and German. Pfizer, from the U.S., is now number one. Fisons, a small British company, has the number two spot. The others are the British Companies May and Becker, Glaxo and ICI (Imperial Chemical Industries), the U.S. companies Squibb and SKF (Smith, Kline and French) and the German firm Hoechst.

MONITOR: Are these eight firms all - full 1° foreign owned? Is there any local participation?

CHOWDHURY: Some are 100 percent foreign owned, others have local private and governmental participation. The Bangladesh government owns shares in several companies, including Squibb and May and Becker. On an equity basis the government has either a 49 percent or 51 percent stake, but in all cases the company holds managing control.

These firms are very clever. They have clauses in their contracts with the government that raw materials will be imported on a competitive international basis, but imports must be approved by the parent company. Consequently, raw materials are constantly being imported directly from the parent company or some other subsidiary. This arrange​ment allows for much price manipula​tion. In the international market, tetra​cycline is selling at between U.S.$40 and $50 per kilogram. Pfizer is importing it for between $120 and $150. MONITOR: At present, do any multi​nationals actually produce drugs in Bangladesh, or are they supplied strictly through imports? Have foreign corpor​ations built factories in Bangladesh? CHOWDHURY:. In the past, all of these companies have had contracts-first with the government of Pakistan, then Bangladesh-pledging that they would

bring expertise along with capital in​vestment. They also agreed to produce two basic raw materials.

At present, we find that they are all doing formulations in the country, importing raw materials and then as​sembling them into tablets or capsules. But in terms of finance capital, they are not investing any money whatsoever. They are in business at the expense of local companies. As we all know, the multinationals have names tacked to them. By virtue of their names, they already have a good market and they successfully compete against Bangla​deshi companies for finance 'capital loans from local banks. This is a most important point: multinationals are in business at the expense of local com​panies.

When Hoechst started its factory in the late sixties, total capital investment was $100,000. Some economists have calculated that the company recovered its initial investment after only three years. Bristol-Myers has been "pro​ducing" drugs in Bangladesh for ten or 12 years. Funny enough, they have got no factory. They didn't bring in any capital, just a one-room office. One of the national companies, Albert David, produces their drugs for them, and then Bristol-Myers markets them under their name. By the way, Albert David is a government company. It produces pen​icillin for Bristol-Myers with the same raw materials it uses for its own penicillin. Albert David's brand sells for half the price of Bristol-Myers'. MONITOR: You seem to imply that splits exist between foreign pharmaceu​tical companies and local producers. Do national firms produce fundamen​tally different sorts of drugs than the multinationals? Are there general price differentials between drugs produced by local and foreign companies? CHOWDHURY: That's very interesting. The national firms basically produce the same drugs as the multinationals. Ampicillin is produced by foreign firms and local companies. Vitamins as well. In the area of prices, though, there is a wide gap. There are substantial price differentials among the multinationals, among the nationals, and there is a general price difference between the two types of companies.

In the area of local anaesthetics, a case recently came to our attention. We discovered that May and Becker was asking a fantastically high price for lignocate. Their figures showed that for 50cc of lignocate, the raw material cost

three U.S. cents. Administrative costs totalled six cents, but they wanted 50 cents for the bottle. It had to be imported from Britain. They said that no other bottle would do, no other container was good enough for the drug. The final price they demanded from the government was U.S.$1.20. The government had to swallow it, or else May and Becker would not produce the drug.

MONITOR: From your discussion thus far, it would seem foreign pharmaceu​tical corporations must be making tremendous profits in Bangladesh. The New York Times recently estimated their rates of' return worldwide as between 20 and 30 percent. Do You have any rough idea of current profit levels in, the drug industry in Bangladesh? CHOWDHURY: Oh, it's much more than that. It's important to remember that these 20 and 30 percent figures are

profits made on the final product. But for any product, the foreign companies make tremendous profits in the early stages of production as well.

In Bangladesh, there is a ban on the repatriation of capital and profits. So how do the multinationals get their money out of the country'? It's very simple. They buy their raw materials at an inflated price from the parent company. They might make unrecorded profits of 30 percent on the containers, 40 percent on the raw materials, and 10 percent on shipping. All we can see are the paper-profits. Furthermore, these companies are run by expatriates from the home country. They appoint na​tionals who receive very high salaries and exist as their slaves. I'll tell you something about the people who man​age these multinationals. The com​panies pay for their servants, houses, cars, trips, any damn thing they want, every damn thing you can think of. MONITOR: How much accounting manipulation do you think goes on in the drug industry? Is the government making any efforts to collect a higher share of real profits in taxes? CHOWDHURY: No, no. Third World countries are at a tremendous disad​vantage when it comes to regulation. Though we criticize the multinationals, every Third World country is making tremendous efforts to attract foreign

capital. The government doesn't want to disturb things. It knows what's happening, but feels the status quo must be maintained.

I would guess the government has been deprived of taxes on two-thirds of the real profits of these companies. One thing is certain. In Bangladesh, foreign corporations with some local private shareholders are paying annual divi​dends of between 50 percent and 70 percent.

MONITOR: For most of the drugs you have mentioned thus far, Western corporations have no stranglehold over the technology needed to produce them. The primary area where these seem to be exercising their power is in the marketing area.

CHOWDHURY: You are quite right. It is the marketing thing. In particular, they use their name. In a country like Bangladesh, the medical profession was

trained in the U.S., England and other Western countries. The doctors are educated in the West and are familiar with American and British medical journals. At the same time, the institu​tions where they receive their training don't teach about pharmaceuticals. Sure, they know the names of drugs, but the medical colleges don't teach the economics of drugs. Doctors don't understand why there is such a wide variation in the prices of similar drugs. Basically, the companies are trading on the ignorance of the doctors.

To cite merely the ignorance of doctors, though, may be a bit too charitable. Many doctors have a direct financial interest in the status quo. The foreign companies have reached an agreement with the government that they can dispense 10 percent of their total production as samples. But they don't give free samples to every doctor. Instead, they single out the "top" hundred, those that can look smart, doctors who will wear a tie even in the hot summer.

MONITOR: The companies give sam​ples to certain doctors and they dispense them?

CHOWDHURY: Yes, only the very prestigious doctors. The doctors then sell the samples.

MONITOR: I would think there would be a backlash of resentment.

CHOWDHURY: No, there is a strange psychology at work here. A doctor will see one of his colleagues receiving the free samples and think, "Welt; he is prescribing these particular drugs, if l don't prescribe them as well, the client will think I'm no good." What happens, then, is the higher the price of the drug, the better it sells. People think that even . if they have to sell their land or borrow money, 11'a drug is expensive, it must be good. This is a human weakness. The drug companies are playing on human weakness.

l-here is one more area of direct financial interest by doctors. As I mentioned earlier, several of the multi​nationals have local shareholders. Take the case of Pfizer, which is partially owned by Bangladeshis. There are only 45 shareholders in the entire country, all private capital. Of these 45, 44 are either doctors or doctors' wives. ICI is a similar case. Many doctors are beginning to form their own drug companies.

These companies are incredibly cle​ver. The medical director of Pfizer's subsidiary in Bangladeshis a member of the Communist party. Here, then, they have the image of a progressive element in their management.

MONITOR: We've talked about how the companies are marketing. Lets discuss brief It' some of the more contro​versial drugs they are marketing. What sorts o/ drugs do they promote in Bangladesh that the t• would not be happy to be seen marketing in other parts of the world?

CHOWDHURY: Take the case of nobly​zene-noblyzene is dipyrone. This drug was banned in the U.S;. in 1963. It can still be found in Bangladesh. Two years

ago, the government summoned the companies to stop selling it. The com​panies argued that they had produced so much of it, they needed until 1980 to clear their stocks. They were supposed to stop this year. Instead, they have spent more than
two
million

in takas* to promote the drug. They invited every top doctor in the country to a seminar, they kept them in the Hotel Intercontinental and bought them huge meals. They also brought in five foreigners all linked to the multinationals as experts to speak on analgesics. These experts said "Well, the government allows aspirin to be marketed, then they have no right to stop noblyzene." We then got some journalists to ask why the drug had been banned in America. They said, "Oh, America is a funny country, FDA is too tough." Is it allowed in Britain'? They said they never applied for licensing in Britain. They convinced almost every top doctor in the country to say the drug should be continued. Fortunately, cer​tain officials in the government were able to resist the pressure.

MONITOR: Clearly, -foreign corpora​tions wield substantial influence in the drug industry in Bangladesh. Bur ,just who do they affect? Do the rural poor really feel the impact of artificially expensive drugs and high-powered pro​motion?

CHOWDHURY: All segments of the population are affected. You must realize that because of the exorbitant prices of drugs, only between 15 percent and 20 percent of the people can afford medicines. In the rural areas, because drugs are so expensive, people cannot possibly afford them. Number one, the

*One taka equals approximately U.S.$.07.

doctors are not available, so they don't see a doctor initially. If they do go, they might get a prescription, but will not have the money to fill it. So they wait a few days. Finally, if they are very seriously ill, they have no choice but to buy the drug. They might have to mortgage their land, take a loan, and will still probably only buy half the required amount.

MONITOR: We want to give our readers some sense of the kind of medicine you are practicing. How has the People's Health Center developed? CHOWDHURY: We are concerned with the mass of poor people in Bangladesh ----over 90 percent of the people are living in the rural areas. We have built up two programs really. Our pilot program was started in 1971. It is located 22 miles outside of Dacca, in the administrative area of Savar. We have trained mainly young women, and some men, to deal with a majority of the diseases in the countryside. Not all diseases, but common ones. Since we realize that you cannot live on charity alone, the local people have to pay for the services. The area's population of 200,000 is divided into three categories. The poorest-those who have to miss at least one meal a week because they cannot afford food-- are Category A. Category B have never starved in their lives, but have never had a surplus either. They just manage on the margin. Category C has surplus food, surplus income. Under our plan. category A, the poorest have their health fully covered with one nominal fee. People in category B have to pay a fee of two taka every time they visit the health center. For people in category C, the charge is five taka. If they need to be admitted, they must pay extra money.

For the whole center, about 50 percent of our expenditures are covered by this insurance scheme. Besides our main center, we have centers for every 10 or 15 villages, each staffed by five paramedics. They are full-timers. They provide preventive care, maternal and child welfare, family planning and nutrition advice. They are also involved in education in a broader sense. The subcenters are used as community centers. We feel strongly that you cannot simply deal with health care in the narrow sense; in the rural areas, health care must be part of an overall development scheme. Our people deal directly with cultivation in the villages, they do extensive agricultural extension work. Unless you are really part of the development process you do not under​stand it. You don't understand the problems related to it, so you don't appreciate the whole thing. People's Health Center is a total development program.

MONITOR: How man t, people, would you sat,, are affected b t• the work of Peoples Health Center?

CHOWDHURY: Well, 110,000 people are totally covered. We have their death rates, birth rates, infant mortality rates, every detail recorded. Another 100,000 people are partially covered. We re​cently started a second center 120 miles from the first and will start two more this year.

MONITOR: How are plans moving forward with tour drug plant? In your mind, how significant a step is it to go from providing health services to actually producing drugs?

CHOWDHURY: I think it's extremely important. Over the last eight years we have proven that if you give the opportunity and good training to ordinary people they can take charge of between 50 percent and 75 percent of their own health needs. By delegating some of the work now being performed by professionals, you can provide much better care. Otherwise, so long as the professional group will remain a small ,

elite circle, they will always maneuver to do unnecessary things.

When people are unaware, when knowledge is kept outside the people's domain, people can be blocked. We've proved that knowledge can be trans​ferred to the people. After the know​ledge is transferred, the people are trained, but they are without ammunition. In the health field, drugs are ammunition. We have given people a gun, but because drugs are so costly they cannot afford the bullets.

We have two motives for starting our factory. One, to produce drugs in order to cut down the profits of the multi​nationals, and to produce quality drugs at a cheaper price. Also, we wanted to introduce generic drugs, as an example to other doctors.

MONITOR: What role has the govern​ment played in the development of the plant?

CHOWDHURY: We had a tough time getting government approval for the

factory. It took us three years. To finance construction of the factory we got a loan from a government-owned industrial bank as well as a grant from NOVIV, a Dutch organization. MONITOR: How do the grant and loan break down?

CHOWDHURY: We are putting about U.S.$4 million into the plant. The grant will cover 75 percent of the costs, the loan 25 percent. Here it is essential that you realize one thing. In considering the prices of our drugs, the grant will be taken as a cost. We will put this pharm​aceutical factory on a proper business footing. The trust that owns the pharm​aceutical factory is a registered charity, so we could have established the plant on a charity basis and have been exempt from taxes. Instead, we chose to estab​lish the thing on a proper business footing. That means we are going to pay as much tax as any other company has ever paid. We will pay the same custom duties, the same excise duties. No multinationals or national will ever be able to say, "Well, they are in a privileged position, that's why their drugs are cheap." The plant will open in September, and should be able to service 10 percent of the total market for the country in the first year. MONITOR: It would seem that to he

successful, you are going to have to fight fire with fire. How are you going to tell the people of Bangladesh about your products?

CHOWDHURY: Well, this is another issue. In our first year, we do not want to begin commercial marketing. We are afraid that while we can produce the drugs cheaply, retailers will not sell them at a low price. We are now planning alternative retail distribution systems.

For the first year, we want to supply two organizations-the government and UNICEF. Eighty percent of our total production will go to the govern​ment and UNICEF, only 20 percent will be sold commercially. MONITOR: If the government initially opposed your plan, don't you think they might be purchasing your drugs as an act of appeasement?
• CHOWDHURY: No, no. The govern​ment has agreed to buy our drugs for several reasons. First, by buying our

drugs, they will be able to buy twice as much for the same amount of money-​our pharmaceuticals will be sold at half the price charged by the multinationals. So for its own interest it will be buying them. Health services will improve. MONITOR: After marketing to the government, will you begin to educate the mass of people before moving on to the retail market?

CHOWDHURY: We are trying to tell everybody how the drugs are produced. We wanted to advertise to everyone the economics of drug production. With ampicillin, for example, we would tell everyone, here is the international price of the raw material; with a kilo you can produce this many tablets; add in the administrative and promotion cost, and the capsule might sell for 75 paisha (five U.S. cents). We would sell it for 85 and make a 15 percent profit. By advertis​ing, people would then be able to look at the price being charged by the multinationals and realize the per​centage profit they arc making.

It all comes down to consumer awareness. We want to make the consumer aware. Unfortunately, the government has told us this is unethical advertising, they will not let us do it. We can put these sorts of advertisements into professional journals, but not into the lay press.

MONITOR: Why does the government say, "OK, we'll buy your drugs, but we won't let you market them directly to the people, creating demand from below? "

CHOWDHURY: This is how the multi​nationals and exploitive national com​panies survive--in the name of ethics, ethics to protect the interests of the exploiters. The government tells us drug companies are not allowed to advertise in the lay press anywhere in the world. We reply that nowhere in the world can multinationals exploit the people as much as in Bangladesh. The consumers must be given information to protect themselves.

MONITOR: How do the retail and insti​tutional markets break down? Will drugs being produced by your plant be directly displacing those now marketed by the multinationals? CHOWDHURY: Yes. Initially, we will be manufacturing 30 essential drugs to be sold under their generic names. Both the multinationals and nationals are producing the drugs we plan to sell. At the same time, l don't think foreign corporations will be affected much in the initial stages. The consumer market

has been increasing, and we are aimed. - mainly at the institutional market. Today, multinationals supply ° only,,: about 20 percent of the government market.

MONITOR: Some say the only, way to 
fundamentally' challenge multinational corporate power is, to establish"

an
alternative retail distribution system, so you can control the price at which your drugs are sold ...

CHOWDHURY: Yes, this is true. But we will need the help of the government for this. We are trying to convince the Planning Commission to enact a part​nership with us and form a retail chain' with shops in every rural hospital in the country.

The idea is simple. The government has built rural health centers through​out the countryside. We want to set up a retail outlet in every 'health center. The government can provide the physical

,

facilities since they already have the buildings and they're largely unused, and they can' come in as an equity partner. If they provide the space, we will provide the planning capital and the drugs.

We are not concerned about the ownership split as long as we have full control over management. This is the key point. This is how we will be able to run the outlets efficiently. We must have the right to hire and fire, we must have financial control. Through this system, we can ensure that our drugs are sold at • a fair price.

The problem with the government is, suppose you know that somebody is corrupt. You can not sack him; you have to show cause, and go through months and months.

But if there is someone who is doing the job honestly you must give him a good salary, you must give him the bonus, you must allow him to share the profits. I believe in the people; I don't think the people are basically dis​honest. The system is making them corrupt and dishonest. So that's why we must start with five or six outlets and learn the process. That's why we cannot have a retail chain overnight in Bangla​desh. It will probably take us five years.

MONITOR: I guess 1 just don't have a sense of how far the government can, be pushed. How far will the government go in cooperating with you? CHOWDHURY: I think one thing has to be made clear. The government of Bangladesh is not a homogeneous body; there are a lot of conflicts of interest throughout the government. We have

attack the conflicts of interest

' within the government.

MONITOR: What are your plans for the revenues generated by the factory? 

CHOWDHURY: Well, as I said earlier, :our• insurance scheme accounts for 50 percent of our expenses. The remaining 50 percent comes from international donor agencies. With the money from our drugs, People's Health Center will become completely independent finan​cially. Unless we really have a major disaster, which I don't foresee, if we make only a 10 percent profit, we will ' have sufficient surplus to become to​tally independent. The remaining profit will be plowed back into expansion of the factory, research, the development of herbal' medicines, and as financial aid to other organizations. MONITOR: That leads us into a whole new area of questioning. Many critics of Western pharmaceutical firms cite their failure to carry out research and devel​opment on drugs appropriate to Third

World needs, drugs to treat tropical diseases ...

CHOWDHURY: That's an important -point. Just imagine, we have put 500 square feet for research and develop​

ment in our factory. That's more space

than the whole production area for one

of the multinationals. We are picking

the most qualified people nationally available to direct our R&D. We just

hired a Bangladeshi manager from ICI.

He had been working for them for I S

years,

MONITOR: Where will your research

activities focus?

CHOWDHURY: For now, we will con​centrate on the drugs we will be pro​ducing. We want to test local variations ---temperature, humidity, all these things--and we want to make sure the drugs are of exceptionally high quality. After we step up production, our research cell will be focusing on both herbal medicines and Western drugs: That's important. You can't be too idealistic and say "No Western medi​cines, just local and traditional ones." Western medicine has much to offer as well.

MONITOR: Lets talk about your work in a more general political context. While dealing with the government and multinationals is crucial, aren't the

feudal social and economic structures in rural Bangladesh an equally important impediment?

CHOWDHURY: The feudal structures, they are there, but they are working hand-in-hand with the government. There are family ties, land and other linkages between people in government and local landlords. The people in the government are the representatives of all the feudal interests. Otherwise, the feudal structure could not survive. MONITOR: Will changing the govern​ments perspective through lobbying and pressure really he sufficient or do You see a need to mobilize pressure from below."

CHOWDHURY: Pressure from below. You see, to really change things, pres​sure must come from the people. Then you might ask why the government would want to help. Because by pharm​aceuticals alone we are not threatening them. In fact, ",care helping the government; that's why they are helping us. MONITOR: Well, do You see your movement as integrally linked to organ​izing the rural poor." CHOWDHURY: Our other programs are most definitely linked to organizing the poor. We are showing the potential for success with a responsive govern​ment and good organization. We have to show how Third World countries can survive with our limited resources and the help of the international commun​ity. We also have to make better use of the help others give us. We have to be able to stand on our own feet. We are not a basket case. If in five years we can show we no longer need help in the pharmaceuticals area, people will see we don't have to, and we certainly don't want to, live on charity.

The Pharmaceutical Industry At a Glance

The Monitor offers drug industry figures recently compiled by Dr. Robert S. Aries, the French pharmaceutical entrepreneur and industry intelligence-gatherer. The publisher of dozens of monographs and books on the pharmaceutical industry, Aries presented a version of these elements at the Aries International Symposium, "Competition in Multinational Drugs," held in Paris on June 19, 1980.
'

The estimates--for the fiscal year ending in June 1980-are noteworthy in several respects. First, they rank the companies according to their pharmaceutical-related, rather than total company, sales. Gathered from company data, as well as other industry sources, most notably the reports of IMS, Inc., the sales estimates include income from raw material sales and royalties on patents and therapeutic products.

The profit margin data represent the companies' before-tax earnings on investment. Aries notes that many companies have sharply reduced their reported profit levels to cut liabilities through a variety of "cash flow and tax avoidance" operations, including the

use of tax havens and profit centers.

The comparison of research and development expenses with those for publicity and information demonstrates the significance of advertising in the operations of the industry. Promotional costs generally outweigh R&D expenditures by a factor of two or three; they often equal as much as 20 percent of the sales revenue generated.

Aries estimated promotional expenses through a complex formula taking into account the number of sales people and medical and hospital 'contact personnel, space bought in professional journals, meetings and symposia held to influence purchasing decisions, and media advertising for over-the-counter products.

R & D Aries estimated also on the basis of a multi-variable equation, focusing primarily on the size and composition of the R & D workforce.

Another version, of this chart has appeared in Scrip, a twice​-weekly pharmaceutical industry report published in London.

Firms Keep Auditors at Arms Length

First article of a two-part series. By Jonathan Rowe

0

 OFF THE COAST OF NOVA

Scotia, suspended in thin air between a conveyer belt on a loading pier and the cargo ships docked underneath, there existed a corporation called Export. Export was an elusive thing. It had no executives, no secretaries, did none of its own accounting, billing or even its own tax returns. One could have sat on the loading dock, day and night, eyes fixed on the air space in which Export resided, and one would have seen nothing that even suggested its existence.

Export was a brainchild of the accountants of the United States Gypsum Company. It did virtually nothing. But it had a function. This bodiless presence "bought" gypsum rock, mined by U.S. Gypsum's Cana​dian subsidiary, as the rock fell off the conveyor belt, and "sold" the rocks to U.S. Gypsum itself as the rocks hit the hold of the ships a few feet below.

For this ersatz exertion, Export received a profit of 50 cents per ton that otherwise would have accrued to U.S. Gypsum's own gains. Since Export hovered, conceptually, beyond Cana​dian soil, it was exempt from Canadian tax. The way Gypsum's lawyers had drawn up the legal papers. for their formless child, moreover, Export qualified as something called a "Western Hemisphere Trading Corpor​ation." So benighted, Export's profits. which came to over $ I million per year, were taxed at much lower rates in the

Jonathan Rowe is associate director of Citizens for Tax Justice, a public interest tax reform action group in Washington, D.C. From 1977 to 1979, he served as deputy director of the Multi-State Tax Commission.

U.S. than if Gypsum had reported these profits itself.

No government bureaucrats imposed these extraordinary paperwork and accounting chores upon U.S. Gypsum. Nor did the company's management rail against the same. Export is a real-life example of what Robert Reich, director of policy planning at the U.S. Federal Trade Commission, has called "paper entrepreneurship" - the concoction of gain not by making and selling products, but by massaging and multiplying the paper through which production and selling take place.

1
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 LL THIS COMPLEXITY Ul.​timately falls into the laps of the tax collectors of the world. How can they possibly impose tax law and order on the accounting schemes of globe-encompassing corporations? Sorting out this accounting, determin​
ing how much income should be reported where, is the frontier problem in tax administration today.

For many jurisdictions-particularly many smaller developing countries the lack of effective enforcement tools frustrates a strong desire to collect more taxes, and gives rise to a jungle law in which multinationals decide themselves what they want to pay.

It is not, moreover, necessarily a question of higher or lower taxes on multinationals. That can be a separate issue of national policy. Certainly, some governments deliberately choose inef​fective enforcement methods to keep

their tax favors to corporations away from public view. Better tools will not help in such cases where will is lacking.

Government officials, however, should not deceive themselves that ineffective enforcement methods "keep everybody happy" without additional costs. Especially in the wealthier jurisdictions, the use of ineffective enforcement methods whether deli​berate or not, is tremendously wasteful. It shifts business energies and competi​tion away from making and selling better products and services, and toward the productivity wastelands of U.S. Gypsum-like accounting schemes, flooding corporations and governments alike in a sea of unnecessary paper.

The FTC's Reich. for instance, points out that the United States has 20 times more lawyers and 10 times more accountants per capita than Japan,

which is rapidly leaving the 1'.S. in the dust in terms of productivity. A major U.S.-based accounting firm bragged to Business Week that "we can save a company five times our tax planning fee." Who wants to take risks with messy things like factories and machinery, when the\ can quintuple their money just b} hiring some accountants? "If our corporate man​agers only turned their energy to more positive pursuits." laments maverick tax accountant and author Abraham Briloff, "[U.S.] GNP would be booming, and we could be solving the great problems of mankind."

T

 HE CHANNELS OF INTER -national commerce are crawling with accounting contrivances. A full 40 percent of all transactions in world trade are between parts of the same corporation, and the public record is replete with well-documented cases such as these:

• In tax-haven Switzerland, DuPont set up a "distribution" subsidiary which raked off between 50 and 75 percent of the profit on the business it handled. Called I a' "profit sanctuary trading company" in Dupont's internal memo​randa, this subsidiary was even a channel for Dupont's business in far-oft' Australia and South Africa.

• Between 1972 and 1976, Exxon used a subsidiary in Bermuda to shelter profits and inflate prices for oil sold to utility companies in Canada and possibly elsewhere.

• Mobil sold oil from Saudi Arabia to a special "loss" subsidiary which, through intricate accounting arrange​ments with the parent company, enabled Mobil to increase its foreign tax credit.

• The drug companies Shering-​Plough and Abbot Labs booked 66 percent and 71 percent respectively of their 1977 worldwide profits in tax-free Puerto Rico. Abbot claimed an extraordinary 285 percent return on its hard assets on the tax haven island. U.S. corporations have stashed an estimated $6 billion in untaxed profits there.

The complexity of these schemes can be byzantine. Consider the U.S. Gypsum arrangement. The mid-air subsidiary was just the first chapter of this epic tax finagle. The gypsum rock was transported on tankers registered in tax-free Panama, by another company owned by U.S. Gypsum and called, appropriately enough, Panama Gyp​sum. The $17.7 million in shipping charges were thus siphoned away from the U.S. and Canadian tax collectors. On top of this, Panama Gypsum leased one of its ships from still another U.S. Gypsum subsidiary, the Gypsum Packet Company. The tax conse​quences of this particular move we can only imagine.

Such organizational gymnastics are relatively straightforward, moreover, compared to the more esoteric contri​vances involving intracorporate loans and royalties, exchanges of patents, trademarks, copyrights, and know​how, and the allocation of research and development costs and central manage​
ment expenses. "Profits are only a product of accountants. . . you never really know what they are," Alan Greenspan, economic advisor to Gerald Ford and Ronald Reagan, has said.

And taxes and social waste are not all that are at stake. Multinational accounting strokes send ripples in all directions. European labor unions complain that profit-shifting deprives their members of bonuses and raises due them under labor contracts. (American unions, having less access to employer financial data, have not pressed such claims.) A few years ago Paris employees of the Chase Manhattan Bank raised a brouhaha by alleging publicly that the bank was cutting them out of profit sharing proceeds by this means.

Such diverse matters as regulations governing repatriation of capital, and restrictions on the "dumping" of foreign-produced goods at prices that undercut local manufacturers, similarly hinge on the ability of governments to pierce accounting ruses and relate corporate profits to the nations in which the corporations operate.

T

HE STORY OF WHY TAX gamesmanship continues to flourish begins with the U.S. Treasury. By adhering doggedly to antiquated enforcement concepts, Treasury has become the torch-bearer of unwieldy

tax procedures that lead the smaller tax jurisdictions of the world into virtual helplessness in this arena.

What would be the most costly, complicated, and bureaucratic method that public officials could possibly adopt to counter the multinational accounting maelstrom? Probably, it would be to agree to play the tax accountants' own game, on their own

court: to accept the accounting mumbo​-jumbo as essentially legitimate, and work from there.

The U.S. Treasury, through the Internal Revenue Service, does exactly this. It begins with the assumption that a multinational corporation is precisely what it is not-a federation of independent businesses between-which dealings normally are at arms length on an open market. Under this assump​tion, an Exxon subsidiary or division in France, Liberia, Canada, California, Montana, and the Netherlands,, Antilles becomes a "separate entity" and not part of the same corporate body. Accounting manipulations become, not business as usual, but nasty aberrations from an eighteenth century ideal in which competition and arms-length dealing prevailed.

Under the Treasury's "arms-length or "separate entity" approach, there​fore, government auditors must try to correct the "aberrations." They must work their way through the dealings between the multinational's myriad subsidiaries, invoice-by-invoice, and reconstruct these dealings to what they theoretically would have been if 'the subsidiaries were independent busi​nesses. In effect, the IRS tries to untangle the contents of the corporate spaghetti bowl, strand-by-strand.

This procedure is horrendously complex, a "factual nightmare," one state tax administrator calls it. A. multinational corporation may have hundreds of separate subsidiaries -Mobil has over 200-between which the dealings are prolific. ln one litigated case, the IRS agent had to check-and the company had to produce-billings .between a Swiss subsidiary and its outside customers that had piled up, at the rate of 1000 per week. Complicating things further, in most cases, there are simply no comparable transactions, by the company in question or by any other company which the tax agents can use as reference points. Reconstructing arms length prices is an exercise that requires those involved "to do some​thing that is impossible and to produce something that does not exist" says Los Angeles tax attorney and author Zoltan Milhaly.

To make matters worse, secrecy laws shield corporate subsidiaries in many countries. Those of Switzerland and the Bahamas arc-notorious, and the latter recently tightened its strictures yet further. Former Justice Department attorney Tom Fields, now with the tax reform group Taxation with Repre​sentation, recalls how an IRS investi​gation of the oil companies was stymied when it ran afoul of the British "Official Secrets" Act which protected oil company tanker subsidiaries.

Given all these difficulties, it is riot surprising that the arms-length ap​proach fails 40 percent of the time by the IRS's own count.

-

Through sheer bureaucratic momen​tum the IRS can get some mileage out of this administrative clunker neverthe​less. IRS agents routinely slap ques​tionable assessments on the companies under audit, setting off the negotiations by which the vast majority of arms​
length cases are settled. "Very few cases have been litigated, considering the amounts at stake," says Jane O. Burns of the Indiana University School of. Business. "That tells me something nobody knows what they are doing." Burns found that approximately 70 percent of arms, length cases are settled through negotiations with an IRS field agent.

In those cases which are not settled, the litigation can be monumental. "The depositions [preliminary written ques​tions addressed to witnesses] alone are interminable," says Richard Pomp, a law professor at the University of Connecticut. For instance, DuPont and the U.S. Government were in court for over 14 years, at a cost of over $1 million .each; over the profit-diversion scheme

. mentioned above.
'

An extraordinary DuPont internal memorandum unearthed during the -grueling 14-year litigation gives insight

into ' the defendants in such cases.

Mulling over a possible IRS attack on

their profit laundry operation while it

was still in the planning stages,

DuPont's management had concluded:

"It would seem to be desirable

to bill the tax haven subsidiary at less than an "arm's length" price because (I) the pricing might not be challenged by the revenue agent. (2) if the pricing is challenged, we might sustain such transfer prices (3) if we cannot sustain the prices used, a transfer price will be negotiated which 'should not be more than an "arm's length" price and might well be less; thus we would be no worse off than we would-have been had we billed at the higher price."

In other words, there was everything

to gain, and nothing to lose. So why

not?

THIRD WORLD NATIONS,

1 lacking both the IRS's bureau​cratic bulk and the capacity for such litigation, are doomed before they start. In some developing countries, the tax department consists of little more than a room full of high school graduates. The

picture of such recruits-"understaffed, undertrained, and intimidated" in the words of one observer-trying to untangle the accounting schemes of a multinational drug company, tells us much of what we need to know about the inappropriate administrative tech​nology the U.S. Treasury is promoting. Attorney Pomp, who consults with Third World governments on these problems, cites the enforcement official of one developing nation who told him, "We know we are getting fleeced. But we don't know what to do about it. We just hope we aren't getting fleeced too badly."

Despite these shortcomings, or per​haps, in part, because of them, the U.S. Treasury has embraced the arms-length concept with a missionary zeal. Through tax treaties with other nations, it is elevating this concept to the stature of international law. Largely through Treasury's influence, the arms length

concept has become synonymous with effective tax enforcement, even among those who truly desire that end. Two years ago, the European Trade Union Confederation, attacking multinational tax avoidance, embraced the principle of "arms length dealings" as a keystone in combating the problem.

The attitude persists that if only the enforcement resources can be mustered, the reign of arms length dealing can be restored. The rule is unquestioned; it just needs more enforcement. But it needs more than enforcement. It needs questioning. It doesn't work.

To admit economic reality, to acknowledge that "arms length" dealing is a figment of eighteenth century Adam Smith economics, bearing little rele​vance today, is, not to throw in the towel. It is, rather, simply to recognize the need for a new enforcement premise.

Such a premise is available, and working.. It recognizes the multina​tional corporation for what it is, a "unitary," centrally managed business enterprise. To the wonderment of many, the premise was pioneered by the states of the United States. 

China On the Import Market

China on: the import market

China's potential . role as a supplier in the world commodities market is viewed with considerable respect, since that nation possesses immense stocks of oil, gas, coal and various non-fuel minerals. If, however, the Chinese economy were to grow, the nation, would become an important purchaser of various raw materials. For example:

While China has substantial resources of iron ore (around 40 billion tons) sufficient to support!, an expanded steel industry, much of the ore is low-grade and requires blending with higher grade material to make a good feed for blast furnaces. The high-grade ore is purchased from Australia, North Korea, Brazil and, in the future, lndia. The amounts are considerable. Australia, for instance, expects to rank the Chinese as their second biggest customer for high-grade ore, behind the Japanese, within the next several years.

China also has large copper ore bodies, but at present, demand is greater than supply. As a consequence, China imports copper from Peru, where Beijing provided technical

aid in the development of the Tintaya copper mind, and from Zambia, where China is due copper in return for its role in building the Tamzam Railway.

Finally, in the critical agricultural field, economic development rests- heavily on increased production of fertilizers. China's expansions of its low-grade phosphate deposit mining has been impressive, but China remains heavily dependent on potash supplies from Canada.

The future of the ,depressed oil tanker business is in jeopardy, endangered by Mexico's potential trade with the U.S. and by the rise of independent and government suppliers.

If Mexico becomes the principal source of imported oil for the U.S. by the end of the 1980s-as many industry experts expect-then fewer large tankers will be needed to haul oil from the Middle East and North Africa to the U.S.

Bruce Barnard reports in the Journal of Commerce that the world's major oil-companies are deserting the supertanker as they lose control over oil supplies. Before 1973 the oil majors dominated the tanker-market and dictated the number and size of the ships needed.  At time the oil majors accounted for 80 percent of transactions on the spot market. Now the

account for 40 percent with independents and governments making up the remainder.

If current negotiations between West Germany and the Soviet Union are successful, West Germany will be importing 24 billion cubic meters of gas per year from western Siberia by the end of the.] 980s. This would represent a full 30 percent of West Germany's projected gas needs, but only three percent of the nation's overall, energy needs. The West German consortium engaged it) negotiations is led by Ruhrgas A.G. and includes an Exxon subsidiary as one of its prime members.

As for fears of West Germany, the linchpin of NATO, becoming strategically dependent on Soviet gas, the Germans scoff. The Soviet Union, they say, is a reliable and honorable trading partner, and the deal will help to diversify West German energy, sources,, providing more stability and security, not less. 

South Africa’s Corporate Allies

U.S. Business in South Africa, by Desaix Myers III (with Kenneth Propp, David Hauck, and David M. Lift). Indiana University Press. 375 pages, U.S.$17.50.

Decoding Corporate Camouflage: U.S. Business Support for Apartheid, by Elizabeth Schmidt. Institute for Policy Studies, 126 pages, U.S.$4.95.

Ronald Reagan's chief foreign policy adviser, Richard Allen, has made a fortune consulting international inves​tors. One country Allen likes to promote is South Africa, and his enthusiasm for the white-ruled state has not diminished during the Presidential campaign. On returning from a recent trip there, Allen advocated closer ties with South Africa and suggested that the U.S. government lift the arms embargo.

The possibility that Richard Allen will conduct the foreign policy of the United States invites a close examina​tion of U.S. investment in South Africa. Two new books, Decoding Corporate Camouflage: U.S. Business Support for Apartheid by Elizabeth Schmidt and U. S. Business in South Africa by Desaix Myers et al., give detailed treatment to what may continue to be the most hotly debated issue concerning multinational corporations.

U.S. firms have direct investments of about $2 billion or approximately 17 percent of all foreign investment in South Africa. U.S. banks hold about $2.2 billion, or one-third, of South Africa's international debt. These figures, however, misrepresent the importance of American business. U.S. investment is concentrated in vital areas of the economy, and American credit has enabled South Africa to withstand shortages of foreign exchange during an intense period of industrial develop​ment.

Whether a withdrawal of American firms would help end apartheid is a question that has taken on increasing importance in recent years as activists began to pressure church leaders, pension trustees, and university admin​istrations that are shareholders in such companies. Desaix Myers is the Deputy Director of the Investor Research Responsibility Center (IRRC), an organization that provides "more than 170 institutional investors . . . with impartial research on controversial issues." Myers (and three contributors) conducted the research for the book as part of IRRC's regular efforts to inform investors about stockholder resolutions on South Africa. Their research included interviews with company officials and four trips to South Africa.

U.S. Business in South Africa is composed of three sections: Business and Labor, Four Case Studies of Foreign Investment, and the [U.S.] Domestic Debate. The detail is impressive, but the writing is dry and some information is repeated through​out, making for tedious reading. The difficulty is compounded because the "impartial" nature of the book precludes the development of central themes and arguments.

Myers' study demonstrates how South Africa is dominated by the apartheid regime. Myriad rules control the movement, advancement, and living conditions of black workers. The white government also limits foreign invest​ment near the white urban areas, for fear that further job opportunities will lead to a growth in black squatter settlements near cities.

The book contains a good treatment of how U.S. corporations support the cornerstone of apartheid's future. The South African government is attempt​ing to make all 18 million black people citizens of "independent" homelands, tiny areas practically devoid of natural

resources or good farmland. The South African economy, of course, depends on black labor, so the white regime has encouraged foreign companies to invest in or around the homelands. U.S. Steel, Union Carbide, and Kennecott Copper have taken advantage of this opportun​ity.
,

Far from discouraging foreign companies, the economic policies of the apartheid government have generated extraordinary profits for the apartheid government. During the early seventies, the profitability of U.S. investment in South Africa was 50 percent higher than investment in the rest of the world.

Some Americans, however, will not allow U.S. multinationals to continue to support apartheid. Faced with demands from stockholders to withdraw their operations, 135 of the 350 U.S. companies in South Africa have endorsed the so-called Sullivan Prin​ciples,. a set of guidelines to eliminate discrimination in pay, advancement, training, and working conditions. A General Motors director, the Rev. Leon Sullivan, introduced the code in 1977 after consultations with several major companies and the South African government.

In Decoding Corporate Camouflage, Elizabeth Schmidt delivers a seething indictment of the Sullivan Principles. This set of guidelines, she writes, has "benefited the South African sup​porters of the apartheid system. It has allowed them to appear tolerant because they have not opposed the code's implementation. It has ensured the safety of American capital and technology, investments that strengthen and perpetuate the apartheid system."

Schmidt first considers the perfor​mance of corporations that responded to questionnaires sent out by Sullivan's monitoring service, the Arthur D. Little Company. She found that some companies Little described as "making good progress" had only added one or two black employees to training programs. In fact, only .7 percent of the black workers in the responding companies had received professional or managerial training. One-half of the companies had no blacks in supervisory positions. Some of the companies' much-heralded contributions to em​ployee housing and scholarships pale when compared with amounts spent on whites.

For those who might suggest that it is too early to judge the principles, Schmidst argues that the Sullivan code "misses the point of apartheid." It's difficult to see how these companies could be a force for progressive change in South Africa when Control Data computers, Mobil gasoline, General Motors trucks, and Fluor technology serve directly to entrench the white regime.

" Already, there is some evidence that criticism of the Sullivan Principles is

having some effect. Rev. Sullivan in September announced that he may alter

the code--or even call for corporate withdrawal if the poor performance of the companies continues.

Time is running out for South Africa. The next decade promises an escalation in civil and labor unrest-June's black student protests and July's auto strike may be the harbinger--as the white government finds itself increasingly isolated from the rest of the world.

Myers and Schmidt have done much to sharpen and clarify the debate over what role U.S. corporations should play during these crucial years. Their work deserves careful and immediate atten​tion from stockholders, activists, and government officials.

-George Riley

Foreign Companies and International Investment in Zimbabwe, by Duncan G. Clarke, Catholic Institute for International Relations, 275 pages,

£4•

An awesomely detailed, sector-by​-sector study of multinationals in one of the world's newest and most externally dependent states. Zimbabwe's capital

stock is 70 percent foreign owned. This wealth of data on 250 foreign com​panies will help global analysts of multinationals, but overall analysis and the scenarios for change are a bit skimpy.
.

Food Aid and the Developing World, by Christopher Stevens, St. Martins, 224 pages, U.S.$25.00.

A relatively academic treatment of the uses and impact of food aid based on case studies in Upper Volta, Tunisia, Botswana, and Lesotho. The claims of donors are greatly overstated and so are those of the critics. Despite difficulties of measurement and a limited number of case studies, Stephens finds value in food aid in specific situations. One wishes for more recognition of a world food system, corporate needs, and the use of food as a weapon by global elites.

The Growth of Hunger: A New Politics of Agriculture, by Rene Dumont and Nicholas Cohen. Marion Boyars Publishers, 229 pages, U.S.$7.95.

One of the world's greatest scholar​-activists of agriculture and a British colleague demonstrate in a light,

Reports

Who Owns Whom in Saskatchewan Uranium

This recently released 16-page report by the One Sky Saskatchewan Cross ​Cultural Centre provides a comprehen​sive listing of companies involved in uranium exploration in Saskatchewan, Canada. For anti-nuclear activists or others interested in the nuclear industry, the report should be of particular value.

Surveying over 150 companies either operating in the province or with equity holdings in companies that operate there, this report condenses a vast amount of material and presents it in a I clear and cogent way. The study contains information on each com​pany's  operations, interlocking owner​ships, and chief officers, thus affording a rare look into the structure of the nuclear industry, not only in Saskatche​wan, but also internationally.

For a copy, write:

One Sky Saskatchewan Cross​
Cultural Centre

134 Avenue South South

Saskatoon, Saskatchewan

S7M 1S8

Canada

readable way the essentially political origins of hunger in modern history. They chronicle the sad history of uneven development from colonialism to the present. With good use of country studies, Dumont and Cohen illuminate the stunning waste and misuse of scarce resources the world over. In so doing, they counter commonly held notions concerning the benefits of food aid and the Green Revolution. As he has done for 40 years Dumont ends with a coherent and human alternative stra​tegy: less conventional foods, appropri​ate agriculture, fair exchange, and the peasants in command. There is simply no better short introduction to world hunger available and it should be an ideal teaching tool for all kinds of audiences.

Organizations

Pacific-Asia Resources Center

Founded in 1973, this Tokyo-based group strives to supply materials and participate in activities that highlight the role of multinational corporations in East Asia. Focusing primarily on Japanese companies, PARC aims to educate activists and academics in the United States and Europe, and to spread information on a grass-roots level to East Asian people.

PARC publishes a number of periodicals. Its monthly New Asia News covers Japanese economic expansion.

 Asian military developments, and social

protest movements in the region. AMPO, a PARC quarterly, analyzes the prospects . for democratically controlling business and government in Asia.

PARC also offers monographs on such issues as the Japanese fishing industry, women workers, in East Asia and nuclear power.

Over the past few years, PARC has widened its services to include an audio​visual center with documentaries on popular protests against multina​tionals, a language and researching school and a PARC "action group" to participate in pickets, boycotts and demonstrations.

Costs for PARC materials vary according to one's ability to pay, and the group encourages exchanges of materials.

For more information, write:

Pacific-Asia Resources Center

P.O. Box 5250

Tokyo International 

Japan

