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INTRODUCTORY REMARKS

1. Of the mar- resolutions adopted at the 33rd Ordinary Session
of the Council of Ministers Meeting, and later endorsed by the

16%h Assembly .of the Heads of State and Government in Monrovia, Liberia
(July 6 — 20, 1979), two resolutions addressed the issue of sanctions
againgt the white minority regime of South Africa, namely

CHM/RES 734 (XXXIII) Rev. 1 and CM/RES 734 (XXXIII) Rev. 1.

2. In atiempting to implement CM/RES 734 (XXXIII) Rev. 2, the OAU
Sub-Committee on Sanctions, composed of Zambia (Chairman), Algeria
(Rapporteur ) and the Chief of +the OAU Sanctions Section visited New York
and London to establish contact with the United Nations Security Counoil
Committee on Sanctions, and the Sanctions Committee of the Commonwealth

""Seeretariat, respectively.

3. While in New York, the OAU Sub-Committee had a joint meeting
with the Bureau of the UN Anti-Apartheid Committee on Southeran Rhodesia
and’ the UN Security Council Committee on Sanctions. The Sub-Committee
wag able to address a formal session of the UN Security Council on
Southern Rhodesia. It also met separately with UN Secretary-General
Dr. Kurt Waldheim and the current President of the General Assembly,

Ambassador Salim A. Salim.

4, In Lendon, the OAU Sub-Committee met with the Acting Secretary-—
General of the Commonwealth, as the Secretary-General was away on an
important mission. The Sub—-Committee was able, however, to addresse

the Commonwealth Committee on Southern Rhodesia.

Baiwt The Lancaster House Agreements and ‘the subsequent electoral
victdry of the Patrioiic Front in Zimbabwe has caused a shift in
focus on the issue of sanctions (from Southern Rhodesia to Apartheid

and racist South Africa).

Go According to resolution CM/RES 734(XXXIII) Rev. 1 operative
paragraph 18, adopted in Monrovia in July, 1979, the OAU Council of
Ministers requested the "Secretary General of the OAU and the UN
Special Committee on épartheid to organize an international conference
in 1980 under the joint auspices of the United Nations and the
Organization of African Unity". The aim of this conference is to
mobilize world public opinion in support of "the effective application

of economic and other sanctions against South Africa™.

e/
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7s CM/RES 731(XXXIII) Rev. 1, operative paragraph 3 "entrusts the
0AU Committee on Sanctions with the responsibility of establishing.’
contacts with the o0il expor+ting countries in order to enlist their
cooperatign in the creating of .an appropriate machinery to monitor

0il shipments to South Africa and to penalize oil wompanies invelved
'in such illegal shipment™. .This report will be presented later.

8. Operative paragraph 8 of CM/RES 731(XXXIII) Rev. 1 is important
for the purposes stated. For oil sanctions to be effective against
South Africa, there are fagts that the .0AU Member States must be.

. convgrsapt with, and alzo forces that they must seek +o mobiligze.

IS

. . The General Secretariat wishes %o observe that there is a need
for serious reflection on the part of the OAU on how sanciions against
South Africa can be made to work. Failed attempts of the recent past

maks it imperative thaﬁ_ihis issue be taken seriously.

The OAU Secretariat in its drive to make the arms embargo

efﬁggtive has :epeived severgl Note Verbales from Western Governments

wbic@hin the main,disclaimed or denied charges of violations by

c;mpénies registered in particular countries. The Secretariat has,
in the past, also received assurances of investigations of certain
charges brought about by particular anti-Apartheid Groups, and, has

...80 far not_receivedlcomplete reports on these invegtigations.

In Qiéw of these -experiences, and in view of the fact that
various companies have violated and continue fo violate sanctions
against South Africa,; it becomes imperative for the 0AU to give
serious attention to the question of an effective oil embargo against
Séufh Africa; To facilitate understanding the problem, this report
presents a %omposite picture of the o0il industry in South Africa and
suégestions for the eifective implementation of an oil embargo against

the Pretoria regima.
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0. The General Sectotariat wishes-bé: acknowledge that the
only comprehensive study on the 0il Industry and South Africa
was conducted by Messrs Martin Bailey and Bernard Rivers.. This ...
:tudy was circulated by the Centre Against Apartheld the orlginal

of which we received from the Authoro.'

XOs The 1mpo“tance of the detailed facts and with due regard
to prospective joint UW/OAU Ccnference on Sanctions Against South
Afrlca, makes it 1mperau1ve fér the Secretar*at to reproduce the

exoerpts that are most Jermane to the 1sdue of an c<il embargo.

L Finally, in ackﬁcwledging'the importdnzo of this reproduced
document, the Secretariat notes with appreciation the pertinent
1nfornat10p it has received Iwen roth ‘the ventre Agalnst Agartheld
and MeSsrs Bailey and Rivers
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THE OIL INDUSTRY IN SOUTH AFRICA®

The Companies

The 0il industry in South Africa is dominated by five forcign—owned
0ll companies: Mobil,  Caltex, Shell, BP (British Petroleum),,and Totals Mobil
and Caltex are fmerican, Shell is Dutch/British, BP is British, and Total is French,
The Scuth African operations of the first four companies are 100 per cent owned by
théir parent companies in Buropc and fmerica. The fifth company -~ Total-South
lmerica = is 66 per cemt ownod by its French parent company, and 34 per cent owncd
by South ﬁfrican intercstses These five main oil companies control 85 per cont of

the o0il market in South Africa, and operate 31 per cent of the service stationse

Four othor compenics - Sesol, Trck, Esso and Sonarep - have smalle.
dpcrdtioﬁé in South Africa. Esso (United States)'and Sonarep (Portugal) are
forcign—~owned. Trck, although partially forcign=ovmed, is South African controlled.

Sagol is South African=-ovmed.

The market sharc held by cach company, and the number of service stations
opcratod, are given in tahle 1« The ownership of the five main oil companies is
claborated on in table 2, ond table 3, deals similarly with the four smaller

companicse

The nine oil compenies have all tstablished a number of subsidiaries
which are registered in South Africas. Tables 4‘51@. % list the principal subsi=
diaries (omitting holding companies and minor subsidiarios). They also show the

sharchelding of the paront company, and the mein activities of each subsidiary.

It is importent to appreciate not only that the five main oil companies
in South Africa are foreign—owmed, but also that their parent companies are all
emongst that small group of Western "majors" which control the world's oil industrye.
These "majors" are so powerful that the turn—over of easch one excceds the CNP of

most of the world's nations.

The importanoce of the "majors" for South Africa was emphasized in a

1971 supplement on oil in the Johannesburg Financial Mail:

¥*
Source:  Qil Sanction Agninst South Africa by Bernard Rivers and Martin Briely -

for the Centrc Lgainst Apartheid; Acknowlodged Reproduccd Segments

in accordnnce with the Centre's wishes.
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~ﬂWithout-the~massivb-rcsbﬁrdﬁé”nfmthe-hig*internatfﬁﬁal oil
companics, applicd through their South African sub51d1arlos,
the oil indusiry irould not hevo bullt into a R?OO mllllon'EUS1ncssi
A stake in the South hfrloan markct ig of great benefit to the oil

"mejors", for it is a lucrative one and ripe for cxpensions In

return they have put a vest amount of capital and know=how into

the country."

Table I larket shares of the oil companics in South fLifrica
Market fuiiber of
Sharé 1 *  Service

“The five main oil companies

Caltex
Mobil
BP,
Shell

Total (0il Cos)

The smaller oil companics

Statibns

“Hasel Ted 0

Trek w435%‘ .. eed N

' ) 1528 419

Esso 2,00) 104 '

Sonarep 143%, . 87

Grand Total: 109§0% . 4 661 |

Source: Finencial Mail, 22 July 1977
1a These figures may well rcfer to the market sbares of each company

at retail service stations (selling petrcl, dicesel and lubricents)e

The overall markcet shores of each company for all oil preducts (not

just those sold at service stations) could vary slighitly, but probably

not by morc than one or two per ceont from these figurese
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Teble I1 Ouncrship of the five main oil companies in South Africa
1)’ ‘ ‘.Céltex in South Africa is 100 per cent owned by Caliex Petroleum Corporation,

an Ameriqan_company, which in turn is jointly owned by the Stendard 0il Company of

California (Socal) and Texacos

2) Mobil in South Africa is 100 per cent owned by Mobil Corporation, an fmerican
company
3) BE in South Afrlcamié 100 per céﬁ%ugﬁhed by Brltlsh Potroleum, a Unlted o

Kingdom companys., Fifty-one per cent of the shares in BP are held by the United
Kingdomﬂééﬁéfhhent. The United Kingdom Government has the right to nominate two
directors to the BP Board wifﬂnéhe power to veto decisionse In 1914; when the
United Kingdahléovernment acquired its sharcholding, it wes established thet there
would be no interfercnce in the normel commercial operetion of BP, but that the veto

could be exerciscd over cortain specified matiers (whlch 1nclu€ed fo elgn mattcrs).

4} Shell in South Aifrica is 100 per cont owned by the Shell group, which is 40
per cent ommed by the British#%aécd *Shell! Transport end Trading Company, and 60
per cent by the Nethorlands based Poyal Dutch Potroleum Company (N.V. Koninkli jke
Nedcrlandsche Potroleum Maatschappij). Shell's South African holding cempany is
technically owned by Shell Peircleum Supply, registored in London, but the closc
interlocking tics between the two parts of the Shell group mean that responslblllty
for Shell's 8ohth Lfrican operetions lies with both the Brltlsh ant Dutch companleSo

5) Total in South Lfrice is controlled by the French company, Compagnie Francaise
des Potroles (CFP)s The French Government has a sharcholding in CFP repres:nting

40 per cent of the voting rlghts which is considered sufficicni to represent controlas
Four Statc Representatives are members of the Administrative Council of CFPe In

1969 CFP sold part of its sharchclding in its South Lfrican subsidiary to, local
investorsi"f*t osrosent CFP holds ‘2 65,83 per cent shareholding in Total=South
Lfricae. . The romaining. shares .are. heiﬁ”fy”thréé“local investors: Volkskas Bank
(18486 per cent), Union Corporation (11.11 por cent) and 01d Mutual Insursnce

(5.0 per con‘h) S e e e R
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Teble III ..Qunership of the smaller-oil companies in South ifrica

1) Sasols Sagol is a wholly owned subsidiary of the Industrial Develozment
Corporation of South Africa (IDC), which in turn is owned by the South African
Governfients

2) Treks Trek Beleggings is the only oil company in South 4ifrica which is
largely owned by local non-state inforestse azreholgers in Trek are Shell

(1745.per cent), BP (17.5 per cent), General Mining and Finance Lid. (2245 per
cent), Fedorale Volksbellogings, Industriel Selections, and the state—ovmed

Industrial Development Corporation ‘of South Lifrica (95 per ocont )

3 Esso in South Africa is 100 per cent ovmod by Exxon Corporation, an
Mmerican company.

4) Sonarep: Sonorep—South Lifrica Im a subsidiary of Sociedade Necional
de Pctroleos (Sonap), a Portugucse compenys Sonarep-South Africe obtained
its 0il from a refinéery izi'I'!Iapu'bo (M-‘i:;‘zémbique), which was owned by Sociedsde-

Necionsl do Bofinncao de Petroleos (Sonerep)s  CFP had 2 26 per cent shercholding

in Sonsrep, with the rémeinder of thé share held by Portuguese intefesf, but in

May 1977 the Maputo refinery wes nationalized by the Mozambique Govsbﬁheﬁt, and

is now known as Empresa Nocional Petroleo de Mocambigue (Petromoc)e
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Table IV Principal subsidierics cf the five main oil companies in South
Africa
Subsidiary » shares Activity L
owned

cLLTEX Z h _ ' b

Caltex 0il (South Africa) 100% Refining and marketing

South Africen 0il Refinery 23e8% Iubricent refining

MOBIL -

Mobil Refining Company Southern Africa 100% Refining

Mobil 0il Southern i4frica 100‘}": Marke'hlng

South African 0il Refinery 32.9% Iubricant ref:l.n:Lng

Condor 0il 100% Lubrioent refining

Vielit . . S 1007 Manufacture of road surfacing
materials

Roadmix Heldings 267 Road surfacing materials

E | et mertesm ot o

BP 0il South Africa . .. . . .- 100 .  Marketing

Shell and. BP Sou‘th Lfrican .- - » - .

Petroleum Refineries . . - R 507, Refining

Shell end BP South Africen )

Kenufacturing Company. . -, N 7 Lubricant refining

BP Develcpment Company of South Afrlca- 1007, 0il exploration

Trck Beleggings 17 5% 0il cempany

Duckhams 0il Africa 100%: Lubricant marketing

Chemico 157 Lubricant: refining

Price's South fifrica 284 Candles

Sentrachem ‘ 207 Chemicals

SHELL

Shell 0il South Africa 1007 0il merketing

Shell and BP South African

Petroleum Refineries 507; " Refining

Shell and BP South Lfrican

Manufacturing Company 25% Lubricant refining

Shell Eksplorasic Suid=Afrika 1005 0il exploration

2e The two joint owmers of Caltex = Texaco and Standard 0il of California =

Aatsp heve embseidiaries in South Africa which have been involved in
E¥plorations: dhevron 0il Company of Houth Africa (owned by S andcrd 0il
of C-liforania) and Regent Potroleum South Africa (omod by Texaco)e



Table V == Continued

Subsidiery

Trek Beleggings f'
Chemlco;‘”ﬁ""”'

Vgt

Dragon Gad sgéﬁiéé‘
Africen Bitmmen IEmulsions
Pricel!s South ifrica

Sholl Chomj_,_ca']_',__._“__}_'a:qu'g-_lkfmfrica
Unifoam In@usﬁ;igzﬁiﬁ
Styrocnem

* e -,-_;,-,.-fiﬁ

Billiton Exploration South Afrigs.

% shores
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Liotivity

~

0il Company
Labricents

Liquid petfoleum gas
Bitumen

Candles

Chemicels

Chemicelsd

Chemicals

Metal Exploratiﬁﬁ

TopAL B

Total=South Africa 1007: Merketing

Nztional Petrolcum Refiners of

South 4ifrica (Netref) 30% Refining

South Africen 0il Refinery 197 Lubricent refining .
Total Explorstion 88uth ifrica 1007 0il &nd Goal explora:tlon
3e It should be noted that CFP in Paris only has a 6583 per cent

sharehclding in its South Africen-registered companiess The

percentage given in Table 16 for Totzl subsidiaries represents

the shorcholding of Total's

South ffrican holding companye
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Table VI Principal subsidiaries of the smaller oil companics in South Africa

Subsidiary - ¢, sharcs Activity
owned

SASOL

Sasol Marketing Company _ 1‘071 0il Merketing -

National Petroleum Refiners of . o

South Africa (Natref) . 5245%  Refining

Southern 0il Exploration Corporation : N f(ﬁ» “0il exploration

Southern Africa Gas Distribution -Corporation 504 . - Ges merketing

IREK

Trek=Petroleum 100 0il marketing

Trek=Oliemaatskappy - 1807 Qg armmahasnis

Chemiep ' T Cubricants

South- ifrican lubricants Manufacturing -

Company 505 ‘bricant refining

Semco Lubricants and Chemieals 1007 . aubricants and
chemicals

ESSO

£330

Esso=South Africa gootf, Marketing

SON.LREP

*

‘Sonarep -~ South Africa 1007 Marketing
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Tt-should Be added thet”sincs 1971 the retail vélte of the oil business
in South lAfriea has grown enormously from the R700 million quoted sbove, lergely

because of the rise in the nrice of o¢il in 1973.

The active participation of the “maJors“ h28 been of 1mmensc importance
to the” develorment of the South Lfrican oil 1naustry'1n scveral ways. First, 1t
hasg enstred thet South Africe hes:obtained adequuie suppllcs of crude oil and 011
productss despite attempis to impose an oil embargo a.calnst the Repu'bllc- 4
Secondly, it hag meent that South fifrica has had a.ccess to vital tOGhIIlC:.l expertlse,
0il explorction, refining, pelrochemical plants and mining roquire a high levol of
technological know=how, which the "majors" have willingly and exten31ve1y supplles-5
Finally, much of thc cepltal used to devcloP South LAfrica's 011 industry has becn
iptocided Dby the "m;.g ors',

Very little information is e.vailable on the cxect value ‘of the current
and planned asscts of the oil compgnlcs in South Afrlca, but an attempt to pull
"tog*ther what is lcnmm on this is given in table The combined ‘asgets of the

oil "maJors," in South Afr:.ca arc curn ently worth over R1,00C millions |

f].‘.' II.‘he role played by the: oil "majors" in ensuring deliveries of oil

to South Africa.is cxpmiped in scction Te3 belowe

S5e Sir Eric_irake,ichaifman of BP,.said during a visit to South ifrica
in "“19'?’21.;""" "o are look:mg for spheres — such as,coal - in vhich
our cxpertisc can help in Sou'th Afr:.ca." (S‘tar, Johannesburg 9
March 1974)e o

6 The Chairman of BP-South Africe, in amnouncing invastment. plans. _.
of R375 millkon, pointed out that most of the capi-tal would
be dlroctly or 1nu1rect1y funded from outside South Africe,
mainly in the f‘orm of direct 1nves'bmen'b from BP's pc,rent company
and associates. Sec Hand Daily M...:Ll (Joha.nnesburb), 14 fmzust 1976

Ta Derived from teble
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Table VII Investments in South Africa by the five main oil companies
: (best available estimates) ]
Year Estimated '
estimate velue of Knowm further investment

made Tnvestments 8 ) Plans

Shell 1975 R250 million . A further R500 million by 1985 7

. BP 1976 R140 million A further R375 million by 1981

Total 1977 R155 million : :

Mobil 1976 R290 million N

Caltex 1978 . Re91 million . . _ (

* Sources: = Shell: " Rend Deily Mall, 18 TJune 1975
BE: South Africen Digest, 30 Aprll 19763 =nd Rand. Dally Mail,
15 September 1976.

Total: . Financial Mall 4 Merch 1977
Mobil: = GeorOé Blrrell, General Counsel of Mobil Corporetlon, in

testimony before the US Sengte Suboommlt ee on Afrloa, 17
B ; Septembor 19764 (Our flgures is a conversion into Rands of

his figure of $333 million)s

Caltoex: US Business and South Africas  The Withdrawel Tssue

(Vashington DC:, Investor Responsibility Research Certer,
- . November 1977), pe 38 (Our figure is & conversion into
Ranas of tlelr flgure of QZOO mllllon), gives 2 flgure
nfof R1T74 m11110n for 1976' the GaEe ‘Times (Cape Town) 5
- i ”:’ hMay 1977, stﬁtas that & further R117 million was to be inves

%¥ed in the’ expen51on of the Caltex reflnery.

3 l

8, It should be noted thet thc anuStment values are normally given on a
hlstorloal or dcpr901utod cost basis,. The replacement costs would be
" considerably arcatens ‘ o
9 K.LeGeo CGoeling, Chief Executive of Shell~South Afr;ca, salid in June 1975:
"The viability studics we are wndertaking on coal mining, solids piﬁalining
and coal conversions{converting coal into hydro~carbon gases and 1iquids)
"will, if they come to fruition, invelve investmenis of hundreds of
mil ions of rands" (Rand Daily Mail, 18 June 1975)
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This represents about 14 per cont of current total direct foreﬂ.gn-m—»-:‘E
invostment in -South Africa. Known . expansion plans will double this. invegt~—

ment %o over R2,000 million in the 1980%gq 11

- L)

o Part of the reason for the massivg invostment plans of the oil "magors"
is that they are now rapidly diversifying their interests inte related fieldss
The oil,companies in Southern Africa have now expanded into chemicals (Shell
and BP), pgclear energy (Shell has attempted to break into this field), metal
exploration (Shéll), wranium mining (Total), and coal mining (Shell, BP and
Total)At The dillﬁmajors“ are therefore playing an increasingly mmporiant role

. in some of the most sﬁgategically important sectors of the South African economye

-, Considerable secrecy surrounds the question of the annual turnover of
, the 0il companies in South Africa. However, the veil wag lifted a little in.
March 1977y when Total<South Africa revealed that their turnover in 1976 had
resched R294 million.12 If we assume that thqif turnovers are proporiioned to ..._.
- ‘their market shares, it is possible-$o obtain an estimation of the turnever of

the other main o0il. comperies-in South Africas This glves ;the . following turnever

- estimates ,for 19762 Caltex, R500 millionj Mobil, RASC millionj.. BP) 2440 million;
and Shell, R440 millione 13 Taken together with the known turnover of Total.(R294
million)'this makos a 1976 combined turnover of the five main oil companies in

South Africa.of over R2,100 millions: .

. L LT

10. Total direct foreign invesiment in South Africa in 1975 wa§;R7,4£8 millions
South Africa: An appraisal, Johannesburg: The Medbank Groupy 1977),

Pa 2254
11; Derived from table 7.' ) T
124 Finencial Mail, 4 Merch 197Te o
130 An altefnative source.quotes'1976 sﬁles (ioeo %urnovér) in South Africs

~ by Mobil as more then $500 million" (R435 ﬁillion), and by Caltex as $500
million (R435 million); Fach of these annual seles figures is 1aré§r
than thet of any other Americen owned company in South Africas  The
nearcst rivels are Ford (seles of $288+4 million in 1976) and Goneral
Motors (250 million)s US Business snd South Africa: The Withdrewsl
Issue (Washington.DeCe: Investor Responsibility Resesrch Center,
November 1977), DPps 38 and 44.
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Rofining
About 95 per cent of South Africa's requirements of refined oil productis
re now, provided by local refineriese Théeése produce a wide range of fuel products
(petrol, dicsel, keroseng, liquid, pectroleum gas, jet aviation fuel, etc.) and other
il products (lubricants, greascs, waxesy solvenis, bitumen, eﬁo«);. Nevertheless,

certain gpecialized products are not »roduced in South Africa, and have to be’

imported in refined forme

Currently there are four major refineries in -South ﬂfriba.14“ Two ‘are at .

Durban = one owned by Mobil and the other jointly owned, by Shell and BPe ° 4, third,
guned by Caltex, is at Czpe Town. The fourth refinery, only opened in 19714 is

gt Sasolburg, near Johannesburg, =2nd is owned by Natref (National Petroleum Refiners
of South Africa)s This last is the only one of the four to be South Lfrican-contro—

led, by virtue of the 5245 per cent stake held by the Govornment—owned company,

asol (the South African Coal, Qil and Gas Corporetlon)o Thirty per cent of the
Netref shares are held by Total, and 175 per cent by the National Iranien Oil:
Compenye Totel actually operates the rcfinery, so within the South dfrican oil
imdustry it is often referred to as “the Total refinery™s Crude oil, which is
mainly. dupplied¢ by the National Iranian 0il: Company, is transported to the refinery
‘ih 2 sbeoial pipeline from Durbane '

At Sasolburg there is also a small plent,- owmed by Sasol, which conveérts
cpal to oil productsj this produces one pgr cent of South Lfricals o0il requiremen%g.
Sbuth- Africa also has two lubricant plants, and one lubricent re-refining plemnt
(#hich processes waste oils). Details of these refineries and -lants-ere-given

t&blé 8.

14 e Originally there was a flfth.roflncry, w1th a c¢pa01ty of only
3,900 b/d, owned by Se etmar (the South Afficed Torbanite and
‘Rbflnlng Co.)' Thls W?S closeé in 1976.

15 See‘footnote 34 for_the basis of our estimate thet its capacity
is 4,500 b/da



Toble VIIT 0il refineries in Sou@h_ﬁfrica

Rofinery Company

it The four main rcfineriex

Te Shell and BP South Africen
Petroleum Rofineries (Sapref)

24" Mobil Refining Company Southern
Africa (Moref)~

3e Caltex Oil (South ifrica)

4é* Nztional Petroleum Refiners

of South Africa (Natref) *

Quners
Quners

I e

shell (507)

-,

Mobil"(1éd%).:;

Caitcx.({q0ﬁ)

Sasol (5242%)
Total=South
Lfrica (30%)
Natioqal
Trenian 0il -
Company

(17+5%)

Location

Durban

Durban:

Cape Touwn

Sasolbﬁré
(ncar
Johan
nesburg)q

1963

1953

1966

1971
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Capacity Refinery zone

(1977)

212 400 b/a Netal, southern
Orange Froe State

northern Transvaal

10000 b/d Ls above

58 000 b/d Cape Province,
Hamibia

75 500 b/a Tranavaal,
‘northern Orange
Free State

-2
Tot&i'ééﬁacity i e

445 §00 bfa



Table IX 0il rofinerios in South Africa (cont'd)
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Refinery Company

i

Be The oil=from=—coal phents
Sasol 1

Co The lubricant rofinericst

e Shell and BP South Africen
Manufacturing Company (Samco)

2e South ifricen 0il Refinery
(Safor)

D.

Sources

The lubricent reerefining plent

Chemico :

0il and Gas Journal, 26 December 1977, and other sources

Page—I5
Owners Location Year Céﬁaéitx_ . Refinery zone
Opened? SR 1+ 717—2;———-‘- —

Sasol (100%) Sasolburg 1955 4 500 b/a Tronsvaal, northern

' e Orange Free State
Trek Belegg— Durban 1968 2 600 bfa
ings (50%)
Shell (25%)
BP (25%)
Mobil (3239%)  Dirben 1973 3 000 b/d
Caltex (2348%)
Total=South
Lfrica (19%)
‘Other South
African ine
tercsts (24.3%)
Trek Béleg— * Chamdor '%976 906
gings (1007) (Krugere-

dorp)
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Further investment in refineries is currently taking nlaces Caltex
is expanding the capacity of the Cape Town reflnery from 58 000 b/d, and this
work wes due to be completed in April 1978.1 Sasol II, a second oil=fromecoal
plant,,is scheduled to come on stream in 1981 with an output of around 45 000 b/d. 17
Coridor, 2 subsidiery of Mohil, is currontly complcting a small rc—rcflnlng lubrlcant
plant rhlcn will produce 500 fo 600 b/u.18 In 1973, Trck roooived pergiszion from
the South Africen Government to build a 2 major oil rcflnery a? the new port of Richards
Day, But with the rise in oil prices, this project is no longer v1ab1e, and hes been

shelvcd.

L4

) H . ' - .
The capacity of South Africe's four main refineries plus the Sasol I oil-

from—~coal plant was about 438,000 b/d in 1975, although output was only about 296,
000 b/d (68 per ggnt of capacity)e v Table 10 provides details of total ruflnery
output for 1975. By 1980, capacity, of the four refineries plus the $wo Sasol
plants should have risan to about 450,000 b/d. 21 By 1982, when the second Sasol
011-from—coa1 plant should be, opcrhtlonal, the capacity of the four main reflncrles
:plus the two Sasol plants shou&d have risen to about 540, OOO b/dn22 If we follow the
De@ertmont of Plan11ngs estlmato by assumlnw South Afrlca's 011 neods will increase
by about flve per cent pﬁr annum, anc also assume that in practlcc the reflnerles
and plants arc not able to operate at about 85 per cent of oapa01ty on average, then
South Lfrica will need yet furiher reflnery capacity (or a new‘S 2501 plant) to be

in operation by 1983, only a yezr or so after Sasoi IT startspbperatlnb. 3 Declslons

on refinery expan51ons w111 hove to be made in tho ne: t year or SOG

i

16i: ; ~South Afrlcnn Flnﬁnclal Gazette, 26 Novembcr 1976' End ane Tlmes, 5 '
S Mey 19TT. ﬂ |
;-1{?‘.:. yin See Sec‘tlop Se3s

18,';' Star (Johanneéburg), 13 ﬂuguét ﬂ977. L SRRV T

19% Besod on table 10. o - N | o

20, This table probably excludes production at the Sasel I oil—from—coal N

plunt anc. pTObule includes productlon f1om the two lubrlcant plbnts.

LT , . \ H
21 Bosad on oble Je
224 Basefl on 1977 G“p&Clﬁy, plus planacd Susol II’ capc01ty, plus known expcn51on
of Caltex refinery to 105 000 b/de ; "

23 ‘ Th1s was derived as follows. 1975 . proauctlon at the four mein refideries
Plus Swsol T was about 313 0co b/d, including rofinery fuel (table 20)e
Applying a2 five per cent growth rate thisg will reach 462,000 v/d by 1983
Known expansion plang plus Sesol IT will bring capacity to, about 540,000
b/d by 1982. Eighty five per cemt of this amounts to 459,000 b/d.
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South Africa also has a number of petrochemical plantse - Details
are given in table 10e

Distribution

The nine oil compenies in South Africa between them have 4,661 service
gtations (sce table 4)e Sesol is the only oil company without its own service
dtationse Under a marketing agrecment between Sasol and the other oil marke%ing
gompanies in South Africa, servicc stations in the Trensvaal and the nortﬁerg

Orange Free Staic are compelled, when requested, to install one Sasol pumpe

South Africa and Nemibia are divided-intoia number of refinery zones,

and efforts are made to minimize the transportation of fuel between zonese

For instance,’ Caltex has the only reflnery in the Cape Pronnce, yet all
fiive of the main oil compwnles operate serv1ce stations theres To save the oﬁhcr
cbmpanles having to transport fuel hundrcds of m11°s to these outlets, they obtaln
suppllcs from the local Caltex rcflncry, and in return provide fuel for the Caltex
sbrv1ce stations in the Trensvaals Detalls of the rafinery zones are given in _
table 8. Fuel produced at the Eatrcf reflnory is drawn on for marketlng by all
2

of tho five main oil companiess

Four major methods of %ransport are used to carry oil products within
Sputh Africes First, 2 pipeline from Durban (the Shell/BP and Mobil refineries)
tb the Witwatersrend scrves the demsely populated industrial re 1on around Johannes—
btrg; an area of 0il consympiions A sccond pipeline to the Hitw;%géé}and Was
coppleted in"1976: :Sécondly, South African Raalways* cxtensiyp raiI’network of
3B.370 kilometers is used to transport oll productse Thirdly; ééasfal tankers
cerry oil, products betyesn the ports of South Africe and Namibia (Cape Tovm, Port
Elizabeth, East London, Durban and @alvis Bey)e - Finally, road tankers are used.to

cérry oil products to depots and service stations,.

24, Table on estimates of South Africe production on.refined:oil'products,
25 Financial Times (London), 7 August 1975.

26, Tbids |

ZE. These two pipelines are for.garrying oil produbts; There ig also

a pipeline carrying crude oil from Durban to the Natref refinery at
Sasolburge l -
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Lo¢ation Inputs to ; __;-J:ﬁuantiﬁylfﬁroduoed
_ Lompany of plant plant Froduchs 2T per year:
ey 28 - -
Explosives and Chemicals Sagolburg cthylene vinyl chloride 35 000 tens
Industrics ' propylene, polyethylene 75::000 tons
ethanc _polyvinyl chloride 233000 tons
‘solvents - 17500 tons
ALECT Umbogintwini refinoery gas ammonia 160 000 téjn_s
- urea 150 000 tans
Fedmis _ Milnerton refinery gas ammonia 109..500 tonis
Karbochcm - Sagolburg butadiene, _styrene butadienc o o
styrcene rubber 40 000 tons
Phillips Cerbon Black Cos Port Elj._.'za'b_é'th aromztic carbon black =55 000 tons
3 . : Lo concentrate o : :
Safripol Sasolburg ethylene, polyethylene 50 000 tons
' propylenc polypropylene 40-000 tons
Sasol Sasolburg synthosis gas acctone 2 000 tons
petroléum alphaolcfins 4,000 tons
_naptha, ammonia 67 000 tons
- bengene aromatics mix 20 000 %ons
’ butadienc .27 000 tons
- butanpl . 1 000 tons
ethanol | 10 000 tons
ethylene - 150 00C tops
- methanol | ~80Q, tons
. -'propylené 120 000 tons
; : S ; . . S - = styrene - Co "18 000*tons
Source: Worldwide Petrochemical Dircotory 1978 (Tulsa, USA, Petroleum Publishing Co,. November 1977)y Pe 18- |

.. -

28. ' AECI is 40 per cont ',ovnied, vie subsidiaries, by Imperial Chemical Industries (ICI) of the United Kingdome (ICI fnnual Report, 1971)
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The role of the South Africen Government in the oil industry

"Oil is too significant to be left to oilmen", seid one South-ifricen
Government minister in 1970.29 Throe years leter another minister pointed out

hat a highly sirategic industry such as the petroleum refinery industry should
be firmly rooted in the Republic and not be entirely controlled from abrozd'e

This, he said, was "most important" from the Government's point of views

Faced with the growing threﬂts of an oil embargo, the Government has
atéemptea to ensure that-the oil comp~nles operzting in South ifrica serve the
national 1nterest. Because the "r at majority of the oil industry is foreign—ounedy
the South Afrlcan Governmcnt has dﬂvelopeu a u1de range of dlf;erent nethods of con—
trolling it. One Government Offlclal, strtlng mﬁgt the relatlonshlp between the
Government and the 011 Gompanlus is very close, added that cne could assume that
arrangements had becn made to mect Government neecss Otherwise, we might nationa~
Lize, he f.ui.cl.ecl-:‘}'I

Some examples of* the’control exerted by the South African Government are

given belows

1e In 1967 the Covermment announced that all oil companies must be
prepared. to produce specialized oil products reguired for strategic

32

reasons, irrespcctive of commercial potential. Then in November
1977, immeciztely after the imposition of the UN arms embargo against
South Africa, these rcgulatlons were extensively strengthendd and
wideneds The measures based on the National Supwvlies Procurement
4Lty and which upplj to all 1ndustr1es, effectively prov1de for

the economy to be put on & wer iootlng. The Minister for Economlc
Affairs, in annpunclng the Measgres, made it clear that they are
aimed at prev:nfing pérent companies from controlling the operétion

of strategic materials at the instigetion of their Governments or

pressure groupss >3

29 Cape Times (Caps Towm), 1 fAugust. 1970.

B0 Rand Daily Mail, 29 May 1973, quoting the then Ministor of Econdmic
Lffairs, Mre S. L. Mullers

B1e Quoted in Corporate fctivity in 'South Africa: Analysis F;_Supalemenﬁ
Noe 3 (Washington, Investor Respo sibility Resezrch Center, Lpril 1976),
Pe F—51.

324 See B. Rogers, White Mealth and ‘Black Poverty, ;-( op. cite)s.pe 141

33. Financial Times, 10 Novembdr 1977,
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24 Approval by the South Lfrican Secretery for Industriés is required
t0 construct any new oil refineries, or to expand existing refinerié%.
This has meant that the Government has been able to regulate the
dovelopment of refining facilities in South Africae  Netref, for

jnstance was located inland at Sasolburg partly for streategic reasonse

3s The oil compenies are obliéed themselves to score certaiﬁ minimum
gquantities of oil oroducts:(13 weeks supply of fuel)s In addition
they are required to maintain 12 months sup:ly of both 1ubricanté and
refinery catalysts ané chemicals, although half of this cover is
financed by the Government. The Government has itself_beéome invol—

ved in the storage of considerable quantities of oil

.

4e Under South African law, oil. refining companies oprrating in South
Africa are required to set zside a certain percentage of their
refined oil for Goverament purchases For instance, 648 per cent of

. . . 3
$otal Caltex sazles in South Africa in 1975 were made to the Government.

5« Under the National Supplies Procurement Act No. 89 of 1970 (which
suporseded earlier legislation) the oil companies -in South 4Lfrica
~are forbidden from imposing any condiﬁions-qn the salo of oil products
to customerse This means, for instance, that the oil companies are
obliged to meet orders from the South African armed: forces and polices
the o0il gompanies have also used the existence of this "conditional
selling" legislatiocn to argue that they have no choice btut te sell

0il to customers who may well be involved in supplying Rhodesiae 37

34

35
36.

37.

George Birrell, of Mobil Corporation, testifying before the US Senate
Subcommittee on Lfrica, 17 September 1976, '

Ibide.

Corporate fLctivity in South fifrica: Analysis F, Supplement Nos 3, ODa
Citey Do F~51a

George Birrell, of Mobil Corporation, testifying before the US Benate

Subcommitice on Lfrica, 17 September 1976,
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. by two government corporatlons, Sagol and the Industrial Development

* products through sustoms 1ev1es cnd taxeso
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The official Secrets Act of South Africa covers information relating
to the oil indusiry in the Republice. The hoad-offices of the oil
companles in Burope and the United States have argued that this makes
it 1mposslb1e for Lhem to ohtain information on sales within South
Africa. They have even claimed that the Act means. that the employees
of their wholly=ovmed subsidiaries in South Africa can refuse to answer
virtually all questions on such matiers put to them in personh or corres—
pondence by the-directors of the pareni companiese There can surely
be few precedents for such a 'situetion, where a parent compeny has

virtually lost control over a subsidiary on such matiers.

The South African Coal, 0il and Gas Corporation (Sasol) was set up
in 1950 as a wholly-owncd subsidiary of the government industrial
Development Corporztion. Sasol'z role was to develop the manufacture

of oil from coal, in order to,reduce South Africa's dependence on

“imported petroleums In 1955, Sasol opened a small dil-from—boal

plant with a capacity of 4,500 b/d (Sasol I). Sasol II, which is due

© to come oh stream in 1981, will produce about 45,000 b/d.i Sascl also

has a controlliing share—ﬁolding‘(5235 per cent) iﬁ the Natref refinery.
Thé‘Southefﬁ 0il Zxploration Corporation (Soeker) was established jointly

Corporet10n7 in 1965, Soeker wes set up to organlze and participate in
exploretlon for 011 cmd ges in South Africa, in order o r2duce the

country‘s debendence on 1mportent petroleum,

.

" The vaerqmeﬁt has engouraged a reduction of oil consumption in South

Africa, For eiamplé, in November 1973, steps were taken to reduce
the number of hours thnt service stations could be opened, and new

maximum speed limits were introduced in an effort to conserve fuele

The South African CGovernment is able to détermine:the-selling price of
oil, and therefore influence consumption. ® Changes in retail prices by

the ¢il companies have to e approved by the Governments The .Govern—

ment, of course, is also able to aelp dﬂtermlne the prloc of oil

[

a1
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10¢  The Bovernment has established a Strategic 0il Fund which is financed
from a levy, currently two-cents per litre, on the sale of petrol
in South Africas The fund has been used to help pay for the costs

of stockpiling oil ané for financing Sasol II.

11« South African Reilweys (SAR) plays an importent role in the trans—
portation,of oile SAR owns the crude oil pipeline from Durban to
Sasclburg, and the two product pipelines from Durban to the Witwater—
srandes The country's extensive reil network is widely used for the
transport of oil productse SAR has a protected wosition bhecause
the oil companies are required o use rail or pipeline except for

local distribution.

These examples show the extent to which the South African Government is .-
a2ble to direct the oil industrys Clearly, any Western—owned cowmpany in South -
Africa serves two masters: its overseas parent company, and the South Africen
Government . When the policies of the two masiers diverge, it would appear that
the Government dominatess This is a point which shoulq'be given serious considara~
tion by those who believe that Western companiecs can be a strong influence for progress

within South ffrica.
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Weéw Iranian oil policy

South Africa has been extremely depedent on Iranian oils From 1973
until 1978 about 90 per cent of the country's oil imports came from Irans But
a wave of sirikes ageinst the Shah's rule rapidly brought.oil production to a
halt in the last months of 1978. The final shipment.of Iranian oil left Gulf
terminals on 28 December 1978. Sources within the!oil industry have claimed
that the international oil companies went to considerable lengths diring December
1978 to ensure that the last cergoes -of. crude:oil which they ‘weré able te obtain

from Iran were earmarked for dispatch to South Africa.

During the first few wseks- of this year important political changes took
place in Irane. On 3 Januesry 1979 Dr. Shapour Bakhtiar took over as Prime Minister,
and several days leter the Shah fled abroad into exile, Dr. Bakhiiar quickly
announced that no further sales of oil would he mede to South Africae This policy
was subsequently reaffirmed hy the Ayatollah Khomeini when he assumed powere  Since
Iran has resumed oil exports, on 5 February, no direct sales have been mede to South
Africe. This mesns that there is now.no OPQP* country which openly sell to South
Africaa

South Africe's oil reguirements .

Statisti.. information on the oil industry in South Af;ica.is extremely .
difficult to obtaine Last,yez , however, we estimzted that South Africa was
importing ap:roximately 400,000 barrels a day of crude oil and 15,000 barrels a day
of refined oil products, Of these quantities, it should be noted around 27,000
barrels a day were exported to neighbouring countries, 50,000 barrels a day were
spld for ship's bunkers, and 70,000 were stockpiled. Internal consumption in
Séuth Africa was just under 250,00C barrels 2 deys In this connection it would
be more effective if all oil sales contracts stipulates that the oil should not
be resold to South Africa or any intsrmediary for onward szles to South Africa.

Orgenization of Petroleum Bxporting Countriese
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) Had it not been for the events in Iren then consumption of all produots
in South Africe would probchly hgve risen slightly sincc last,yeare But the
problem of obtaining suppliocs end greatly incressed procurement costs have meent
that imports have declined over the pest six monthss The actual fzll in domestic’
consuaption hsz Probably been relatively smell, however heckuse considersble efforts
hos alresdy been made to cut oil impoprts, and-a further substeniial reduction would
therpfore have a serious effect on the South Africe economy. But, no doubt, recent
difficultics have meant thei the South Africins have not significantly increased their
oil stockpiling. Current imports of crude and refined oil are probebly running at
between 350 and 400,000 barrels a daye

South Africa's .0il isupuliers

& Flve 1nternat10na1 oll companies ma rﬁet about 85 per céﬁt of South Afficé'
0ile Theue companles are Shell (joint Brltlsh/Dutch), BP (Brltlsh) Mobil (Ame;lcan),
Caltex (Amerlcan), and Total (Fhench) Little lﬁformatlon,hﬂs yet emspged ?n “the..
extent to which these 1ntern~ulonul 011 compcnles are actively helplng to sup*ly

their Sowth Africen mark.etmb flrms. . But it is construttive to examine the,
givuation thet devoloped aftppﬁthe 1mpoéitio§ pf the Arabggﬁbéfgo against South

Africa back in 19734 ﬂ.,f? L RS ; S RS

oy

hd 0
. 1 : : : N
L ’

. Over the next flve yeers a;ter the Arab embwrgo, the 1nuerncﬁlonal o0il
companies went to con51dergble lengths to "Juﬂglc' sup liese ‘South ﬁfrlca wes,,
sent oil from Iran (uh1ch wes the only, mcgor 011 oxuortlng counmry 1o openly sell._
to South Afrlcu) ~ and some oth*r consuming natlono whlch has wreviously 1mporteg T
-‘Ironlan 011 were then, supﬂllco from ﬁrrb sources. As the Chalrman of BP admlttgg,
durlng a v151t to South ﬁfrloa in 1974 the international oil companles had
"intentionally set out fto thwart Arab attcmp&s at enforcing embargoes on countrles
_ like South dfrica’,

It ig therefore lﬂkely ihct the five 1ntfrnat10ncl 011 comp. nies (She 11,
BP, Mobil, Caltex, ana Tothl) are nlaylnr a cruclélrole in enabllng South nfrlca
to clof:y' the current emb 2TE0 on SouT.h AMrica 1mnosed by all OPEC membors. . Inaeed
oil 1ndustry sources have su’ cﬁsted thet the compnn1e° have initiated 2 new series
of "swap" arrengements so thot embirgoed oil can be exchanged for non;cmbcrcoou

oil which is +then shipped to South LAfricee.
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Vhere then is South Ifrica obtaining its o0il?  The country imports hoth
rbfined a2nd crude oile Much of South Africa's pefined oil imports,come from a
npmber of Western countries — particularly Italy, the United States, the United
Kingdom, the Netherlands and thc Federal Republic of Germany., Rofined oil imporis
ake exiremely imporierit, beczuse they lergely. consist of spegialized products which
chnnot be producéd in South /frioz refineriess But in 1978, at jcast, they only

represented about four per eent of the country's total oil imports (by volume)e

The most important question, however, is which country is exporting crude
oil to South Africae Only one nation is openly selling crude 0il to South Lfricas
Bruneie Brumei is int rnally self-governing, but the United Kingdom is responsib e
for its extormal a2ffairss Recent estimates heve sugrested that Bruneifis curréhfly
ekporting about 25,000 barrels a dey of crude oil to South Lfrica, around five per
cent of South Lfricals total 0il importsse Tﬁis crude oil is suprlied by Shell
Ihternational Petroleum (a cémpaﬁf;rCQistered in the United Kingdom) and sold to
Sasol (the South Lfrican Stete Oil corporation)s Tt should also be noted that

Sksol was the source of most of Rhodesials oil

It is not possible %0 stote where the remainder of South Africals crude oil
originatess The country is now obtaining much of its requirements on what is known
ag thé quotﬁ merkets Individuval cafgogs of crude oil, or possibly a series of -
ctrgoes, are urchesed %hrough brokerse The main centre of the "spot" market is
the port of Rotterdam in fhe Nethoplandse The crude oil ghipmenfs may well pass
through a number of intefmediariem, and the 0il itself may not be dispatched direcily
from the original oil exporting covntry to South Africae ”Pufchaqes on the "gpot"
market ere thereforée difficult to monitors

Press reports over the past few months have contained consicderable speculation
on the original sources of South Africa's oil importss Indeed it is feir to say
that virtually every major oil exporting éountry has a% one time or another been named
ag accused of supplying Soﬁth Afriéé. ) But these reports appear to be mainly.based
on spedulation, ang no firm eﬁidence has yet emerged to show which cownitries are

actually selling oil to South Lfricas
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SPECULATIVE RI.PORT ON HOW

SOUTH AFRICA OBTAINS OIL

Firstly, one or morc members of OPEC, for whatever reason,
might have changed their policy regarding South Africa, without

having made a public ammwuncement to this c¢ffect.

Sceond, oil might be delivered to Soutﬁ Africa from some oil-
producing country which is not a member of OPEC and which has not
announced a policy of cmbargoeing South Africa. Some oil~producing
countries not in OPEC do not_produce enough o0il even for their own
needs, and are net importers; However, there are az number of other
countries which, although not members of OPEC, are still net exporters
of oil. The policies of some of these countries concerhing supplies
to South Africa have not as yet been clearly enunciated, except in

their vote in the UN resolution.

There is alrcady one confirmed case of oil from a non-OPEC
country stili going to South Africa. Shell Intcrnational Petroleum,
a London-based subsidiary of Royal Dutch Shell; has a contract with
Sasol; the South African state 0il corporation, to supply it with
crude oil. The quantity involved in this particular contract is
belicved to be about 25,000 barrels pcr day, somé 7% of South

Africa's needs, The 0il comes from the Seris oilfield in the

Sultanate of Brunci, and the contract is still in force. Brunel,; a

small country in thc Far East with a population of about 200,000, is

intefnally self-governing; however, its extcrnal affairs are the

responsibility of the United Kingdom., The UN regards the country

as a British colony.
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The third way in whiéh oil might be reaching South Africa

is that oil sold by OPEC or non—OPEO mLmbers to large oxr small 0il
companles, purportedly for dbllVLrJ to some country other than ”
South Africa, might 1nstead be delivered to gouth Africa without

the kmowledge of the,supplying country. This could happen directly
(i.¢. the tanker, as it were, turns right instead of left, and sails
from the supplying country to South Africa, possibly stopping at
other offloading points on the way), or indirdetly (i.e. the oil is
taken from the supplying. country to,'say, Rotterdam, where it dis*.
transferred to another tanker; and péssibly another owner, before

being taken on to South Africa).

Thls method for South Afrlca to obtaln 1ts 0il takes advantage

of thc fact that 01l-cxport1ng countrles do not always have full '

R H f

control over the 1nternatlonal'tradc in crude 011 They QO, 1n

varying degrees, control the productlon of crude 011 within their
territofies. Hoﬁever,"muph of the o0il they eﬁworf!is then fed into
what can be thught of as.a.global ipool™. Thls pool is 1arge1y
controlled by intérnationéi oll companies. These companles normally

determine who eventually rcccives how nuch oil,

This divigion of power between oil-exporters and international
0il companies involves a fair degree of conflict ahd flux. There
have been increasing efforts by oil-—exporting countrics to cpntrol'
the flow of their exported oil right through to the point where it is
fefined in importing countries. In particular, oil exportefs have,
at various times and with varying degreés of unanimity, attempted to
determine which oil-importing countries Should'ggz receive their

oil.
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The spot market in crude oil and oil products reprcscnts an
aspect of this “pool" in which the lack of control by oil—exporting
oountfies is particularly strong. And it is on the spot market that

South Africa obtains some of its oil imports.

Where the Spot Market -Opec rates

The spot market operates principally out of Rotterdam and
nearby ports (mainly Antwerp ané Amsterdam), but also further
aficld ~ Hamburg, London, Paris, Milan, New York, and Singapore.
(Strictly speaking, there are two spot markets, One deals in
rcfined oil products, and is primerily based in Rotterdam. The
other deals in crude o0il, and operates out of all the cities
mentioned above, including Rotterdam). The spot market is con-—
ducted by traders working in small of ficces, who communicate by
phone or telex with other dealers, traders or oil firms in various
parts of the worlc. These traders deal in relatively small con=—
signments of crude oil or oil products, rangiﬁg from 1,000 tons to
100,000 tons., Somctimues a consignment will change ownetshi?
several times before it roaches its eventual user. An intermediary
owner may never take physical possession -~ the consignment mayvbe
crossing the high seés at the time., Some of the trading compaoies
operating in the spot market are subsidiaries of, or repreéent,

major oil.companies; but most of them are independent.

The great majority of crude oil sales which take place around
the world are components of longnterm salbs contracts. The oil sold
in the spot market, howcver, is not subgcct to the rbstrlctlve terms

of these contracts., Spot sales help to f111 the small gaps between
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supply -and demand with which the major oil companies are continually
faced. As 2 result, spot markef'ﬁriées tend to reflect the degree
of élackness or tightness cq;rently p&evailing'in world oil markets.
The facv that Soufﬁ Africa, unlike any other country, is forced to.
turn to the spot market to satisfy an Hppreciable proportion of its
import needs,; certainly has an upwardlinfluence on spot market

prices.
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It i=s certainly roseible that oil from countries which have officially
embargoed South Africa is still reaching South Lifricas This could in theory be,

happaning with the knowledge of the Govornments concernede It is also possible,
howewrer, that oil from thesc countries is being sent to South Africa by the inter—
national oil &ompanies or brokers in defiance of seles conditionse Finally, oil
maybe, is being exporfed to South Africa by some of the smaller oil exporting coun=

tries which heve not yet imposced an embargo on South Africa. .

"pollitical premium South Africa is paying

The major problem faced 5y South Africe, at least at present, is not
actually obtaining oil = but purchasing it at a reasonable costs The OPZC price
for crude oil is now about (816 in 1978) 824 a barrele Bur purchases of the "spot"
market cost considerably more, both because of the current world shortage (&ue
largely to the temporary cut=off of Iranian oil and the subsequent lower level of
Iranian exports) and also bocause South Africe is having to pay an extra "political™
premium since brokers are somewhat reluctant to assume the additional risks of
selling to South Lfricas Recent reports have suggrested that South Africa ig now
payung an extra cost of arounf %12 a barrel over the OPEC price = mzking a total
costi of §36 a barrel. In acéition, South Africe is having to pay higher trans-—
pors costs beczuse the oil hes 0 come from further afield than it did when it

mainly originsted from Iran.

If South Africa is importing 400,000 barrels a day of oil than this would
meen thet the annual import bill(at 436 a barrel) would emount to $44,000 million. .
This is aprroximately double the cost of South Africa's oil imports in 1978. . The
risé in the gold price, it is true, has helped cushion this econo.ic blows . But
the doubling of oil import costs will hevertheless have a very sericus impact on
the South African economy for many years %o comes Every day the South fAfricans
are paying :around {5 million more than they did iﬁ 1978 for their oile

South Lfrica and the oil crisis

The South African authorities have icken four major steps to de=l with the
oil crieis created by events in Irene TFirst, further measures have been taken
to reduce consumption of oil productsa Speed restrictions and the closure of service
stations at weekends ware alrezdy in force. . But during the past fey months there

have been two rises in retail prices = 10 per cent on 1 January 1979, and further
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20 per cent on 23 February. Acéditional restrictions on oil consumption and even

rationing are under serious considerstioni As the Minister. of Bconomic Affairs
. ’

seid on 23 May: "It is now no longer a question of whether there are gcing to be

stricter mecsures but just how sSevere they are going o bel'

Secondly, the Government hes set up an oil gqualization funé to subsidies
the greater costs of purchasing oil on the "spot" markete At prescnt the fund
collects 14 from every barrel of crude oil importede But with the escalating
costs of purchasing oil on the "spot" merket this figure will probably heve to be

inereased - leading to yet another rise in reotail priceses

Thirdly, a decision has been mede to increase domestic production of oil
from coals Sosol I, the existing oil-from=coal plant, currently produces only
about 45,000 berrels 2 day =~ about one per cent of the country's requircmentse A4
congiderably larger plant, knowm as Sasol IT, ig already under construction and
due to come onto stream in mic=1980s TIis output is likely to.be 35 to 40,000 barrels

South African

a day; In IPebruary 1979, in the weke of the Iranisr situstion, the
Government anrounced that a further oil=from~coal plant — Sasol IIT (somctimes
referred to as the extension of Sasol II) = will be tmilt at a cost of $3,900
millione The main contract for building the siraiegic new project has been awarded
1o the Fluor Corvoration of the United Statess It has been reported that some of the
international oil companies opersting in South Lfrice may become shareholders in

Sasol III. Sasol III #s schedulecd for completion in 1982,

Finally, the South Lfrican Go ernment has tcken further measvres to restirict
the publicetion of information rcleting to the o0il industry in South Africas The
Official Secrets Act already covers the flow of information relzting to the oil
trode. But a new law is cureently being iniroduced which will meke it an offence
to publish meterial on "the source, manufactuvre, transportation, destination,
storege, quelity, or stock level of aﬁy petroleum products zcquired or manufactured
for or in the Republic"a This shous that the Socuth Africens themselves are well

awsre of the strategic importance of oil importse

The cut=off of Iranian oil has egreated. an important new situation. There
is now no CFEC .ountry which is willing to openly supuly oil to South [frica - and
the South Africans are now having to spend around $ mil®ion more on purchesing oil
every dayes This situation offers a unique opportunity for the internstional

community to put pressures on the South Lfrican Government.
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If the infernational community is united in its determination

to apply economic pressure ééaiﬁst'South Africa, then oil appears to be
the most effective instrument to use. The:1973 Arab oil embargoe against
South Africa did not ‘achieve the desired result, for two reasons. Fifst,
Iran rofused to partisdipate in the embargo. Secondly,- the oil !majors!
did all they could to frustrate the embargo. - )

The recent change of government in Iran, and the anﬁouncement
by that. government that Iran is no longer prepared to supply oil to
South Afrioé, transforms the 'whole situation, and enormously improves
the chances that an effective ofl embargo can be introduced against
South Africa. Thé situation now is that every member of OPHEC has
declared at some time or another that it does not want its oil to go
to South Africa., Despite this fact, leakages are currently occurring,
primarily . through the activities of profit-seeking middle-men in the
oil business., #Thus South Africa is still obtaining the oil it needs,

though it is having to pay considerable premiums for it.

Oil-exporting countries could seriously curtail this:flpw to
South Africa if they, together with other non-aligned nations, wers te
pass and implément certain resolutions at some forthcoming_interfgqvern~
mental conferences. These resolutions would involve agreeing.to. set up
and support a system of monitoring tanker movements to South Africa,
and introducing a range of penalties against companies found to have

been involved in supplying South Afrida with oil.

Such actien would inQolye relatively little cost aﬁd effort,

yet it would strike an extremely serious blow against South Africa.

South Africa's incfeased vulnerability to an oil embargo

The ukes of o0il in South Africa

Little information has besn published ‘on the o0il industry
in South Africa. This is mainly because the government is so aware of -
the st;étegié importance of oil to the Republic, that it has extended:
t@e Official Sacrets Act to cover almost ;nything Yo do with the.oil ,

industry. The most comprchensivé sourde of information on South-Africa’s::

sources and uses of oil is a report entitled 0il Sanctions Againgt. ... .
South Africa,'ﬁublished in June 1978 by the UN Centre Against.Apartheid,
and written by Dr. Martin Bailey and Bernard Rivers (two of the authors

of this paper ). Most of the information in +this section of -our. paper

is condensed from that available in the UN report. 7

)
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0il is extremely important to South Afrlca, even though it
provides only about 20% of the country's domestic energy needs. Therd
are two main reasons for this low proportion. First, South Africa has
-.considerable coal reserves, which are ‘extracted relatively cheaply owing
to the low wages paid to black miners. Secondly, South Africg has no

oil of its own, so the government, through its fear of the consequences

.. of an-oil embargo, has done all it -can to reduce to the minimum.the

copntry's use of oil. -However, this has the important effect.that if
.South Africa's importation were to be reduced any further below its
current level, the économic impact on the cduntry would be felt
immediately. Coal and- other non-oil forms of energy could hardly any-

where be used where oil is currently used in South Africa.

0il is required (mostly as fuel, but also in certain other
forms, such és lubrioants)'principally for the following purpeses in
South Africa: fransportation, the military, mechanised agriculture,
industrial heating and power, petrochemical feedstock, and hoqéehqld
heating and-light. Of these uses,.transportation (air, read and rail):
consumes 66% of South Africa's domestically-used oil. ' Mechanised
agrlculture uses relatively little oil, but without it food supplles:
would be serlously affected. The strategic significance of the

dependence of the armed forces on oil is obvious,.

ol

The sources of South Africa's oil

Prior to the 1973'Arab 0il embargo, South Africa received about

half its oil from Iran, with the remainder mostly comlné from Iraq,

. ___,__-
,,.-——-

Saudi Arabia, and Qatar. e =

When -ths 1973 Arab oil embargo was iﬁtroduced against South
Africa, the then government of Iran made it clear that it wewld not o
participate in the embargo. A4As a result, from 1973 to 1978 Iran providéd'tn
about 90% of Scuth Africa's oil. The remainder apparently came, at
different. times and in small quantities, from Bahrain, Brunei, Indoneéia,

Iraq, Kuwait, Oman, Qatar, and United Arab Emirates (4bu Dhabi and Dubai).

0f these countries, Indonesia, Iraq, Kuwait, Qatar and United Arab EMifétes”'

are members of OPEC, and have ihstituted'embargoes on o0il sales to

South Africa. The leakage probably occurred through these countries B
making sales to oil companies which ignored instructions from tha

selling country, and delivered it (directly or 1nd1rectly) to South 4frica.
The other three countries listed above as having supplied some oil which

has ended up in South Africa - — Bahrain, Brunei, and Cman —- are not

vorf
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membéfsw;ffoﬁﬂc. However, Bahrain ig a hember of OAPEG - the Organiz—
ation of Avab Petroleun Txportlng Countries -- which if anything has .a
stronger pollcy than OPEG” regardlng supplies to South Africa. The role
of Brunei is discussed further in this report, ' o
In recent months the new government in Iran has made it clear
zdthat it w1ll refuse to allow its o0il to be delivered to South Africa.
thtle 1s known as yet about how South ‘Africa is now obtalnlng its o¢il.

[y T e

S

»;<The.guantities of oil reqﬁired By South Africa

It is estimated that in 1978, South Africa 1mported about
400,000 harrels per day (about 50,000 tons per day, or 20 mllllon tons
-per annum)-of.orude ‘0il, and about 15,000 barrels per day of rofined oil
products. It is thought that a litile unaer a fifth of the imports ware
added to the country's 'stockpile of crude oil. 4bout the same amount was
re-exported .(after refining) to neighbouring countries (1nclud1ng Hhode51a
then) and to passing shipping. '

The total cost of South Africa'ls 1mported 0il in 1978 wa s about
$2,300 million-(around 25% of the country's total impor+t bill). Thls

cost of imported oil increased %en-fold since 1973.

It is probable that the volume of South Africa's crude oil
‘imports in 1979 will be a-little lower than the 400,000 barrels per day
estimate 'for 1978, because of price rises and new supply problems.
Hdﬁeﬁer, the cost of the imported oil will bs considerably higher than
" the 1978 level. h

The assets owned in South Africa by lestern oil companies are
without question the largest foreign investmaents in'that_pountfy; and
strategically the most important. It is clear from evidence that has
‘emerged in the last few years that without the overt support of these
companizs, the Smith reglme in Rhod sia would have collapsed years ago.
' Slmlfhrly, there is no doubt that these companles, through fuelling the
Apartheid cconomy and the a:mud forceés, 'are playing a key role in

maintaining the South African status quo.

South African defences againsgt an oil embargo

South Africa currently imports 99% of-its oil requirements.
Thenébuntry would, therefore, be very valnerable to an effective inter-—

national embargo. The exact period for which the country could survive

e/
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@:total out=offwould be determined by.four factors. Firsty whether-
current oxploration efforts in South Africa lead %o discoveriss of .
diiggéfiqﬁqgmqi;,gggysits. -Secondly, the quanfity,qf o0il }nte:na;;y3fA
manufactured by oil-from-coal plants.- Thirdly, the size :of oil stock-
piles. Fourthly, the extent to which oil consumption could be reduced

with.rationing..

For many years, efforis have been made to discover oil.depogits
in South Africa. However, these have, in commercial terms, been tatally
unsuccessful, both on and off;shore. Experts con51der it extremely
unlikely thaf SbntH’Afrlca ﬁiIl sver “digcover commerC1ally—exp101table

ollfdep051ts.

"Largely as a result, South-Africa has devoted enormous effort
andﬁfﬁﬁ&ing:télﬁulaihg thHe Sasol I and Sasol II oil-from~coal' planti.
'Sasol I orly provides about 1% of South- Africa's oil meedss The South
Afridans Hive for some years“besn constructing a much largér oil-—from-
coal plant, named Sasol II, for which the ‘principal -contractor is the
US-based Fluor Corporation. In February 1979, shortly after the cut-off
of Iranian supplies, the South Afridan authorities anhounced a doubling
of the planned size of Sasol II. (The extension to Sasol-II was :-
initially referred to as “Sasol III", though that name is no longer used).
The expanded Sasol II will cost at least 7 billion.

Mahy exaggerated claims have been made concerning.the proportion
of ‘Séuth Africa's heeds that Sasol FI will provide. In fact, its total
“prodid'tioh “of transport fuels in 1983, “the first full year .of production,
will still be only about 80,000 barrels per day. This means tha% Sasol I
and the expanded Sasol II together will only provide one third of South
’ﬁfffé&*é“%réﬁépor% fuel needs in 1983 ~- -and a decreasing proportion as

“the mFsds 56 up thereaftor.

(This figure of ond third is derived as féllows: -The output
of #transport fuels (petrol,.diesel, and light fuel o0il) of the expanded
Sasol II will be about 80, 000 barrels per day. Sasol I's output ‘of the

' same ‘productsis about 3, 060 b/d.  In\975 —— the latést year fer which
such’ figures are available —— South Africa's tofal requirements of these
same o0il products was 188,000 b/d. The annual growth rate for this
figure was then about 5%, wnlch means that by 1978 the consumption of
petrol, diesel and light fuel oil was about 218,000 b/d. (This is, of
course, less than the country's total crude oil imports, because some
of the crude -goes., to making products other than .these transport fuels ).
Thus the total productlon (837,000° b/ﬁ) of Trinsport Fiels by Sasol I
plus. Sasol-II in 1983, the first. full year of Sasol .II production, will
be only 38% of sgstimated 12[8 demand for these fuels. Even if the
Sbuth’ African demand for these products grows only at-a very.modest

e/
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24%. per annum between 1978 and 1983, tho Republic's 1983 needs for
these products will be about 247,000 b/d, of which the 83,000 b/d
production by the two Sasol plants will ropresent 34%, i.e. oné third).

South.Africa has been building up aistrategic stockpile of oil
for over & decade. Much of this is stored.iﬁ disused coal mines. The
gize of the stockpile is a closely~-guarded secret. The local press used
to qudte a figure of two to three yeérs' consumption at present levels,-
Howéﬁér, more realistic calculations suggest that the stockpile in fact
represents about one and a half years' consumption at current consumption
ratesd, or two years' with rationing. Theée latter figures are being

inecreasingly accepted in Western diplomatic circles.

South Africa has already made strenuous efforts to reduce its
consumption of oil. It is unlikely that a programme of enforced
ratiqning would enable the country' to further reduce consumption by

more than about a fifth without severe disruption to the economy.
Thess factors make it clear that despite all South Africa's

afforts, ite economy would steadily grind to a halt in the event of an

affective o0il embargo.

The effecf on South Africa of the recent changes in Iran

The recent change of goverﬁment ;n_ifan, andathe announcement
by the new government that Iran is.no lﬁnger prepéred o supply oil to
South Africa, clearly transforms the whole éituation, and enormously
improves the chancoes that an effective oil émbargo can be introduced
‘against South Africa. As a rgsulf of the Iranian ohahée of policy, the
situation now is that gyvery member of OPEC has declared at some time or

another' that it does not want its oil to go to South Africa..

The fact remains, howevaer, that South Africa is still
obtaining oil, though it is having to pay sizeable premiums to obtain it.
There are, in theory, three main ways in which o0il might be reaching

South Africa:

a) One or more membars of OPEC, for whatever reason, might
"have changdd their policy regarding South Africa, without
having made & public announcement to this effect. This is

" unlikely to be the case, however, bearing in mind both
the strong feelings OPEC members have on the subject of

" South Africa, and the sirong probability of leakages

" “$aking place as in (b) below;

ot/
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'0il sold-by -OPEC members to large or small oil companies,

purbortedly for delivery to some couniry other than
South Africa, might instead be delivered to South Africa
without the knowlédée of the supplying country., This

could happen dlrectly (i.e. the tanker, as it were, turns

rlght instead of left, and sails from the supplylng
country to South Africa, possibly stopplng at other nff—

'loadlng p01nts on the way), or 1nd1rectly (1 Qo the 011

is taken from the supplying country to, say, Rotterdam,
where it is transferred to another tanker, and p0581bly

another owner, before being taken on to South Afrlca)

0il might be being deliveraed to South Africa from some oil-
producing country which is not a membar of OPEC and which
has not announced a policy of smbargoing South Africa.

Some oil-producing countries not in OPEC do not produce
enough oven for their own needs, and are net importers.
However, there are a number of other countfies which,
although not members of OPEC, are still net exporters of
0il. The policies of some of these countries concerning
supplies to South Africa have not as yet been clearly

enunciated. There is already one confirmed case of oil

. e 24§

“From a non-OPEC country still going to South Africa.
Shell International Petroleum, a London-based subsidiary
of Royal Dutch Shell, has a contract with Sasol, thé J:.
South Afrlcan state oil corporation, to supply it w1th
crude 011. The quantity involved in this particular
contract is believed to be about 25;000 barrels per day,
séme T% of South Africa's needs. The qil comes from'the
Seria oilfield in the Sultanate of Brunoi, and the
coniract is still in force. Brunei, a small country in
the Far East with a population of about 200,000, is inter—
nally self-governing; howsver, its external affairs are
the responsibility of the United Kingdom. The UN regards

the country as a British colony.

Numerous unconfirmed rumours have been circulating in recent

months concerning supplies of oil from various countries to South Africa.
Needless to say, the trade is surroumded in considerable secrecy, not

least because of the risk that exposure will cause intermediary companies
to loose the very considerable profits that they must Be making. One of

the most detailed publicly available reports on current supplies to

Y,
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South Afrlca (apart from that ¢oncerning Brunei) was provided 1n the

Journal of Commerce ( a New York newspaper sp001a11s1ng in Shlpplng news)
on. March 21 and May T, 1979.

." X

tJournal of Commerca' articles’ ~ March 21, 1979

Mideast 0il étili‘boing to South Africa - By Craig Howard

Journal of Commerce Staff

‘South Africa is still able to secure oil supplies from the
Arabian Gulf, despite official embargoes by the Arab States
and Iran, tanker charter market sources say. .

At least three ships have reportedly been chartered to carry
this 0il in the past few days, although one senior

London tanker broker said Tuesday that one, and possibly

two such charters have onse been canceled when word of them
leaked into the international tanker markets.

The reports have caused no little surprise "in"+the market
place where it had largely been expocted .that South 4frica

.. had bveen cut off from Arabian Culf oil  supplies-since the

f”Ayatollah Khomeleni came to power in Iran. The Arab League,

of course, has had a long~standing embargo against trade
w1th South Africa, while, more recently, the Organization of
Potroleum ‘Exporting Countries with the exceptien. of Iran,
agreed to a similar embargo at the urging of the’ Organlzatlon
for Afrlcan Unity.

L Until ths Aya“bollah came to power, South Africa received some
DAL " .. 91 pércent of it8 oil suppliss from Iran.

'Purchaéinngissibhs

According to South Africa watchers here, that government

has dispatched a number of purchasing missions abroad in
.efforts 4o procure other supplies to offset its loss of
Iranian crude. Until now, the sources said, the South Africans
had been forced buy on the world's spot markets, such as
Rotterdam, paying as much as a 60 percent premium over the
already higher crude prices. The South Africans are also
known to be willing to exchange gold in a straight barter

for oil.

. It is not known at this time whether these latest supplies are
coming from Iran or another Arabian Gulf country. The reports
so far have lifted only a general loading area without specifying
the actual port.

Lpart from Iran South Africa has, in the past, been able to
buy crude from Dubai, according to a UN report published
last year.

Last week, Maritime Trade News, a London-based news servics
specializing in tho international charter markets reported
that among the charters was one involving a voyage from the
Arabian Gulf to Durban by the very large crude carrier
Neptune World. The ship is owned by Sir Yue kong Fao and is
listed as on long—term charter to the Japanese C. Itoh Company.

.
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Forn.the Durban voyage, she was reportedly subghartered to a-

. company identified as Transworld Petroleum Corp,; a compahy

7 -little known in the charter markéts but sald to bhe_a subsidiary
of a U3 o0il trander.

Other reporis said that a Norwegian VLCO owned by Mosvold Torrey

and named. the Mosclif had alsc agreed a similar voyage with

US oil trader Marc Hich. 'However, Lotdon brokers-said Tuesday
sarvethat the vessel was back on the market looking for employment

because her charier had béen canceled wher it bucame known on

the market.

In the third instance, another, so far unidentified tanker had
" been booked by Standard 0il of Ohio for a voyage to Durban.

Brokers were guick %o point out that the US oil: company was

largely owned by British Petroleum which had -substantial

Iranian oil 1nterests.

Noné of the three charters reportedly 1nvolved could be

reached for comment Tuesday.

Nay 7, 1979

Ship Charter Market

South Africa watchers noted with some interest a l2-month
tlmecharter of a VLCO in the international oil charfer
markets at the end of last week, -According 'to reports,
the 260,000 ton Stalerd was booked by Transworld at $1.25
per ton per month. ‘

. . A%t the end of March, the charter was among those linked with
"‘reports of shipments of Arabian Gulf crude to South Africa,
despite embargoes by Arab countries and Iran. Taking a ship
on long-term charter instead of single voyages, brokers said,
would automatically cut the risks of news leaks in the market-—
place, thereby cutting down on press repctts that the South
- +ffrican government might find embarassing.

“fhe offects on the .South African economy of having to engage
in comﬁiei%ahd secret strategehé to obtain its oil are serious. The
South Afrlcans themselves have announced that they are having to pay
premlums of some 60% in order to obtain their oil. Ons South African
government official has said privately that the premiuh is sometimes
considerably higher. Without these premiums, South Africa would
- currently be paying on the order of $2,500 million for its 1979 oil
imports. Premiums of 60% to (say) 100% would increase this annual
import bill by a further $1,500 to $2,500 million. In other words,

these premiums alone could currently be costing South Africa as much

as $4 to #7 million per day —— 2 significant percentage of the

Republic's total foreign expenditure.

vor/
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P0551ble forms of actlon by the 1nternat10nal communlty
ﬂm;iw"m_ﬁxg;;mheﬁgneviouS:seejipﬁmhas made clear-three main things:

a) South Africa, through having no oil of its own, has

elways*been:particularly,gulnereble to an oil embargo;

b) ThlS vulnerablllty has been enormously inercased in
recent months by Irants decision to termlnate supplles
to South Afrlca, '

») Although South Africa is currently managing to oetain
2222 4%, 041 itoneeds,.it: is:doing.so. at. o sest which
cannot fail to %e a serious drain on.the sconomy.

e

; Clearly, therefore, 1# is extremely 1mportant that the
1nternatee;el oommunlty now seize the chance to do A1l it ean to make
the ex1st1ng OPEC embargo against South Africa more effectlve. It 1s
partleularly 1mportant to appreclate that even if such an effort wak
only 1mplemented with marginal effeetlvenese, “this oodld still 51gn1flcantly
inerease the premium Whlch South AfrlCu has to pay for its 013. Just to
expose a‘eouple of shlpments to South Afrlca by small or lmrge il
companles, thereby making these and other companies even meré r‘el'uc'tan"’si
te handle 0il for South Afrlsa, could succeed in forclng Seuth Africa to

pay a"further prémium of” another I@f‘oﬁfZﬂﬁ (half -2 mittion doi&ersntb

$1 million per day) for its 0il. The;mﬁe%“mlnor 0P efforts by the -

international' eommunity cgould have. the.most serious of effesis fer

g

‘e .. . However, the overall objective should, of course, be 1o
expose and terminate 21l shipments of oil to South Africm. The rest of

this section is devoted to a preliminary discussion of soma of the methods

that sould be used. - -

A mandatory embargoimposed by the Security Council

The west form of omwargo would be a mahdatbry embargo imposed
b&&ﬁhe UN Security’ Council,: asting under Chapter VII of the-?N Charter.
Thisewould have itwo main advantages, oyer.the present OPEC cmbargo.
First, it would mean that all countries would be willing (or pressured )
:L%J'ﬁerticipate in the embargo. Secondly, oid companies based in all
%EOﬁﬂffiee, including non-OPEC countries, would become cofipelled by law

to observe the embargo. - -

ver/
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. HmAwdeiailed-discussion-onwthe;form“suthEn“émﬁafgo esuld take

is provided in pp. 81-85 of the report 0il Sanctions Against South Africa,

available from the Centre Against Apartheid, (See Appendix 1)

It should be appreciated, of course, that in the event that a
proposal for a mandatory oil embargoe against South Aleca is presented
before the UN“Securlty Council, such a resdlution can be vetoed Wy any
one .of the five permanent members of the Security Couneil (the USA, the
United Kingdom, France, China, and the USSR). -

e

“*" An ombargo imposed by oil-exporting (and other) eountries

In the absence of a mandatory'Security Counwil embargo, one
or more of the following strategies could be introduced by oil-exporting
and non-oil-exporting countries, indiffﬁually or in eonjunetien, in
order to redlice or terminate the supply of oil to South.ﬁfriea. Whére
the strategy invelves penallalng companles by means of a2 fine or a
sureharge on sales, a part of the funds so ralsed could be paid 1nt0'_
-a Liberatien Fund (or a fund to help South Africa's "hostage sta#es“)
which ‘would be administered by the 0AU or some other approprlate

internatienal boﬂy.

W
Fi -

',

dtrategy 1 ~o whereby oil-exporting countrles seek to prevent thelr
OWN o0il b01ng taken to South Africa ~ ' '

- * ° e ma

.; 4y oil-exporting country could impose certain severe penaliies
upon any sompany shown to have been involved at any stage in the purchase
or transporitation of any o0il which ended up in South Africa having origi-
nated in the country in question. The penalty could take one or more ef

the following forms:

a) The country could impose a fine on the company in question,
of an amount equal to goma specified multiple of the
value of the oil known to have been delivered ito

: SOuih'Affica}"”""L”

‘. ‘.
b) The country could, for a spacified period of time, impose

a surcharge on salezs of cil to ths company in guestien;

¢) The country could impound the tanker which was involved in
varrying the oil to South Africa, next time (if ever) that
it called to collect oil.

.
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: .q). The country could impound the tanker which was involved
...in carrying the oil to South Africa, next time (if ever)
that it called to collect o0il;

d.) . The country could, for a specified period of time, refuse
“ .« ... .-to supply any oil to the company in guestion and refuse
. .%o allow any tanker owned by the company ,ip question to

_carry. oil from that country;

;?) The codntry coﬁld, for a specified period of +time, place

' the démpany in question on a blackligt. This would mean,
firstly, that the company would incur penalt& (d) abeva,
Additionally, the country would order other companies to

e whom it supplies oil or from which it buys tanksr services

not to dgal with the blacklisted company, in pain of

similar penalties. (This penalty is designed to deal with

. i resells 1t to Company B, whlch pesells 1t io Company O (etc.),

by

whlsh resalls it to bouth Afrlca, if Company B or C never

buys o0il diréctly from the country in quesfion).

- . o
v 5f)_ The sountry could, for a specified period of time, state.
we '+ . .,-. that any oil it sells to the company in. guestion must be

transported in a tanker owned by a company oﬁ_thq country's
_ choesing {e.g. a tanker owned by an oil exporting country's
shipping line). ‘ L C e ;
Strategy 2 -~ — whereby oil exporting countries seek to_gpevent‘AMI o1l
being taken-to South Afrisa

.-

Aﬁ oil expor ting sountry could.impose the‘game penalties as
in Strategy 1 on any sompany shown to have been involved in the suppij
to South Africa of any oil, not just the country's own oil. (Thus, under
Strategy 1, a particular country w;éi&“5ﬁ1§m§€ﬁ§fiégme€”06E§éhies involved

if they"Had i role If taking that cournfry's oil “to South Africa; whereas

under Strategy 2; the country would penalise the companids involved if

they had a role in taking any oil to South Africa).

Strategg "3 —= ~ whereby countrlen geek to force Western oil companies

to dlSpose of their assets in South-Africa -

“w» e -

Qil-exporting countries could refuse 1o do any business with
0il companies which have subsidiaries in South Africa, or they could

impose a surcharge on all sales to such companies, until such time

ver/

LY
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as the South African subsidiaries have been disposed of. (The major
such companies aras Mobil,-Caltex (owned by Texaco and Standard Oil of
California ), Total, Shell, and BP. _Bxxon has a smaller investment);

Furthermore, as a form of supporting acition, oil-importing
countrieéwéduld impose a similar form of penalfj (or an increased tax
on profits)lon 16éal subsidiaries of oil companies which also operate
in South Africa. In those cases where an oil Eompany has a larger
operation in such a couniry or group of countries than it has in
South_AfricaJ.such an action could act as a powerful incentive to with-

draw ﬁrog’South Africa.

Clearly, the companies penglised in this strategy would also
be affeeted wy~strategies 1 and 2 if, as at present, they have invest—

ments in South Africa and supply oil to South Afriga.

Stratesgy 4 ~ - whereby eertain further pressures are exerted on

individuals and companies involved in the South African oil business--

Countries (oil—expofting and otherwise) could zefuse to enter
into eontracts with any company or person that is found to have been
employed after some specified date in any way in the following activities-
related to the oil industry in South Africa: exploration and development,
transportation, refining, stockpiling, marketing, or extracting oil from
¢pal. Furthermore, countries could prohibit their own citizens and
companies from engaging in such activities relafed to South Africa.

(This strategy overlaps with the previous three insofar as it affects.
0il“#nd shipping. sompanies 1nv01ved in the South African oil business.

But it also affects certain other companles “and- personnel, such asﬂfhose
whieh, provide technieal equipment and expertlse to ‘01l companies Jn N
South Africa).

L7

Comments on these Strategies..

~ The task of enforcement hecomes most difficult in the sase
where an oil-experting country supplies o0il to some majey. Company A,
which delivers it to (say) Rotterdam and sells it there to some small
middleman Company B.for eventual delivery to South Africa. The necessary
detection and enforcement ‘system would need to identify and penalize
both of these cbhpanles. “But- direetly” penalizing Company B might be
virtually impossible beeause,~by--its.very nature, it would normally
have no dealings with the country in question. This cbuld bé dealth

with in two ways. .First, Company B could be placed on a blacklist

e/



- 13 - CM /1042 (XXXV)
Annex I

=2 {500 Strategy 1\ penaliy. e} h--Seconidly -the penalty’ ifiposed. on

Company A would make that company very reluctant in future to resell oil
Jto any Company B w1thout strict guarantees that Company B would not
deliver the oil to South Africa. Thus, to use oil-trade termlnology,
such a strategy would encourage the sale 6f oil directly from oil-
:gxportiqgﬁcountries‘to end-users,enhich is one of the general goals

of oil-axporting countrios.

Clearly, the four strategies above, if they are to work,
require the setting up of a system for detecting which tankers have
delivered 0il to South Africa; and to set up such a detection system
would requirs reéources of various kinds. O0Oil-exporting and other
countries will be most likely to parwicipate in such st?ategies, and to
assist in providing the required resources, if approprlate and carefully-
worded resolutions have been passed by the 0AU, OPbC OAPLC the Non-
Aligned Mov?ment, and the Commonwsalth. By fortunate chance, most of
these:organtzations will be holding summits during the summar of 1979.
The appropriate detection systems and resolutibns are discussed further
in Sections 303.§nd 3.4 below.

It is, we think, worth eﬁphaélzing a point already made in this
paper.. These strategies have the potential for striking an extremely
gerious blow against South Africa in return for the expenditure of
relatively little money and effort. Currently, large tankers deliver
0il to South Africa every two to three days. If only a few such tankers
are identified, and certain punitive actions are taken against the
coﬁ%;nies involved, it would have the affect of making it even harder
for South Africa to find companies willing to defy OPEC's current
embargo, and would 1ncrease yet further (perhaps by several million

dollars per day) the cost South Africa has to pay for its 011.

4 mechanism for detection ..
— .

In order to impleﬁent aeffectively the penalty-based strategies
referrdd to earlier, it is clearly essential fbf'éll‘countries partici?ating
in the embargo o have access to reliable data on tanker movemenis to ’
SolthiAfrica. A certain amount of data could be gathered without the
involvement of" partlclpatlng governments in the detectlon system, but
the system"would be mErkebly improved if a number of governments - -
particularly those of oil-exporting Sountries — - were to prov1de
assistance. In whatever way the relevant information was gathered, it
would be necessary for there to exist a central information clearing
house, which would collate the information and transmit it, as appropriate,

vee/

to participating countries.
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Information from publicly-available and non-governmental sources

The types of information on tanker movements to Séuth Africa
which could be obtained without necessarily requiring the cooperation of

govérnmeﬁté include the following:

-+ Information received, ®y various means and in confidence,

from witnasses in South Africa.

« Information supplies:

a) by tanker personnel (particularly the crews of

tankers which have just been to South Africa);
#) by waterfront werkers around the world; and

%) By their respestive trade unions.

- Information obtained from certain commercial.somputerised

systems which monitor global shipping movements.

+ Information obtained from port and coastguard authorities

and their publications.

» Information obtained from scurces working in the tanker

brokerage market,
. Possibly, data Based on analysis of satellite photographs.

» Possibly, information based on observations from a spesial

monitoring vessel off South African ports.

‘Clearly, the most precise information could rWe provided -sy
people who work in South Africa,; or who work elsewhere for the various
companies which participate in oil supplies to South Africa. Potential
sympathetic sources in South Africa would usually feel unawle to
provide information, because of the legal risks involvad. However, many
potential sources ouitside South Afriea would, without question, -he

;eonéidefably encouraged to provide information of this.sort if a
system were gstablished of presenting them with fairly generous rewards
for their information. The necessary funds for such a system could be
obtainpd_from goevernments participating in the embargq, or'fnum the

proceedsef the penalty system impesed against offending companies.

vee/f
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Information from governmental sources

. Governments cooperating in the embargo could clearly play a
very useful role in helping to provide or relay some of the forms.of
1nformat10n mentioned in the preceding section, Additionally, governments
of 01l—export1ng countries -could agree to pass to the central clearing

house the following:

+ Relevant information on all oil sales contracts, including
- the ddentity of the purchasing company, the quantity (but
not the price) invelved, the purported port of destination,

_the purported. en&—user anid B0 om.

- P e e be e

. Informatlon on the exact form taken in sales contracts of
the restrictions imposed in order to prevent the oil

from reaching South Africa.

» ‘Information on all arrivals and departures of tankers,'w1th

the purported port of orlgln/destlnatlon.

« Information summafising evidence received from client
companies that oil has actually beeén delivered to the

'originally specified destination and end-user.

« Information on all penalties imposed against offending

companies.

et st e
P I - -

This 1nformah10n could bhe supplemented by 1nformat10n from oil-

importing countries concerning tanker movements of which they are aware.

r

Some thoughts on_théa:-necessary-¢led¥ing house

If a detecﬁion.§cheme is to be effective, all the relevant data
should be sent into a céntrai information clearing house, if necessary

on a confidential basis., At the clearing house, the 1nformatlon would

be collated and analysed. This task could be "done most effectlvely if
the clearing house had access to a relatively simple computerised

data storage and retrieval system, of the kind which is now available

fairly widely and cheaply.

The clearing house would then inform participating governments
of whlch ships and companies had apparently been involved at some stage
or other in supplying 011 to South Africa, so that "the ‘appropriate

actions could be taken. _,,/
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The clearing house could perhaps most appropriately be based
in some oil-exporting country which has good communications links with
the rest of the world. It might well be useful to have additional branch
offices in-one or more Western cities such as New York, London, or
Rotterdam, where considerable amounts of data would be obtained and - -

computer..and :other sServices are available. e L -
It should be emphasised that if this proposed form for the
clearing house were felit to be too ambitious for immediate implementation,

the same :concept on a reduced scale would still be of enormous value.

Some thoughts on resolutions which could.usefully be passed

at certain forthcoming OAU/UN Conference in August

. ThlS paper has already emphasised with some force the remark—~
able 1mpact that could result from a tlghtenlng of the existing oil
embargo against South Africa. There is no doubt that such a tightening
is a perfectly feazible task._ However, it must be acknouledged that the
embargo will remaln relatlvely ineffective unloess firm support is
provided, by a large number of governments, for both the overall principle

and thg nacessary organlsatlonalldetalls.

If the new situation ragarding oil supplies to Sbutp Africa
is to be taken maximum advantage of, it would be extremeiy'&seful - -
and possibly essential - -~ for appropriate resolutions %o be presented
to and passed by the OAU/UN Conference in August.

|
A UN Security Council mandatory oil embargo agzinsst
South A’ft'cica .

(Note: The following is an extract (pp. 81-85) from
M. Bailey and B. Rivers, 0Qil Sanctlons_Agalnst South Afrlca, published

ey AR

by the UN Centre Against Apartheid in June 1978. At the time at which
it was written, Iran wag s8till the pr1n01pal supplier of oil %o
South Africa). oo

8.2 4 United Nations embargo

ds has already been explained, an embargo on South Africa by
all members of OPEC would have a drmatic effect; but could
also contain a number of loopholes. Furthermore, it is clear
that at present Iran is not willing to ‘participate in such an
embargo. The disadvantages of an embargo in which only some
members of OPEC participate are numerous, as has been clearly
illustrated in recent years. In effect, oil from the embargoing
countries and oil from-the non-embargoing countries is.all fed
.i-inta a global pool - a pool which is controlled by the oil
"majors™ -~ and out of this pool, the "majors® are able to
_.supply South Africa. . / s
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-The 51tuatlon would ba vury dlfferent however, if a

- mandatory oil embargo ware imposed agalnst South. Africa by

'+ the United Nations Security Counc¢il, acting under .Chapter VII
of the UN Charter. This would have two main advantages over
tthe present embargo. First, it would mean that all countries
(1nclud1ng Iran) would presumably be willing to participate
‘in the .embargo. Secondly, 0il companies based in all
countries, including non-OPEC countries, would  becoms cempelled
by-law to observe ‘the asmbargo.

An effectlve embargo would requlre leglslatlon by all states
to render illegal:

a} The sale or supply of petroleum or.petroleum products
"to any person or.body in Séuth Africa, or to any-pther
person or body for the purpose of éventual supply to
South Africa;

b) Any activities by their nationals or in their territories
- which promote or are calculated to promote the sale or
‘supply of. petroleum or petroleum products to South Africaj;

.c) The Shlpment in vessels or aircraft of their registration,
or under charter to their nationals, of any petrcleum or
‘petroleum products to South Africaj

d) The supply of any ‘services (technical advice, spare parts,
. capital, etc.) to the oil companies in South Africa.

It has sometimes been argued that since o0il sanctions against
Rhodgsia have failed, an embargo against South Africa would
be equally 1neffect1ve. The two cases, however, are very

. different: Rhodesia was only able to survive sanctitns

. because of support provided by a friendly naighbour
(South Africa): South Africa has no similar- docal ally with
access to oil,

It has also beén argued that such an embargo, even if
universally accepted by the international community, would
not prove effective because there is currently a glut of
0il on the world market. . The South Africans, it is said,
would -be able to purchase a tankgr full of oil on the

high seas from "pirate® companles.

It has therefore besn suggested by somo observers that an

oil embargo could only be effective if a naval blockade was
agtablished off the South African coast. A precedent already
exists when oil sanctions were imposed against Rhodegia:

thé "Beira Patrol", which was mounted off the. Mozambican coast
between 1966 and 1976, prevented ‘supplies of- crude oil .
reaching Beira (from where a pipeline runs to Rhodesia).

This patrol, cperated by the Royal Navy of the United Kingdom,
-was authorized by the Security Council acting under Chapter VII
of the UN Charter. 173/ '

ng/ Security Council Resolution 221 (1966).

vor/
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There are important differences, however, between the Beira
Patrol and a naval blocakade to prevent oil reaching South
Africa. The Beira Patrol did not interfere with Mozambique's
own supplies of crude 0il - which weore shipped to the refinery
at Maputo - so that the blockade hardly posed a direct-threat
to the nation which was being "patrolled®. Consequéhtly, the
Portuguese authorities in Mozambique did not’ engage in a
military confrontation with the Royal Navy. 4 naval blockade
of South Africa would, however; be a very different matter:
the survival of the South African regime would be threatened,
and an attempt to impose a blockade could in the limit lead
to0 a military confrontation.

4 naval blockade, however, is probably not necessary to cut
off South Africa's oil supply.. Much simpler, but effective,
steps could probably still be taken: +the UN Security Council
could require measures to ba introduced so that any tanker
which had delivered oil to South Africa would be liable to
seigure after such a delivery had been made.

There are no insurmountable problems in determining which tankers
have delivered oil supplies to South Africa. A number of
methods could be used. PFirst, Lloyd's of London publish up-to-
date information on tanksr movements to all ports, including
those of South Africa. This data does not distinguish between
tankers which have unloaded oil, and those which are merely
bunkering or taking on supplies, but those tankers which stop
at South Africa between two ports in oil-exporting countries
can probably be assumed to have delivered oil. 174/ Secondly,
the mooring points for crude cil tankers a+$ Durban and

Cape Town,are visible from the two cities. Thirdly, aerial
reconnaissance (by aircraft' or satellite) could show which
tankers had delivered at Souuth African ports. Finally, a
rather less sophisticated naval patrol could be used simply

to observe which tankers had entered South African ports.

If the patrol had no mandate to intercept these tankers, a
confrontation with the South African navy would be much less
likely to develop. Furthermore, the patrol could be operated
by relatively small ships, possibly provided by non-aligned
nations. An obvious advantage of an oil embargo, compared
with other forms of selective trade embargoes, is. that ships
“garrying oil in bulk - i.e. tankers - are easy to distinguish
visually from ships carrying other goods. 175/

174/ Lloyd's of London obtain their information from ship owners and
from agents in the various ports. In the event of an oil embargo,
Lloyd's of London might find it difficult “to obtain information
on tanker deliveries to South Africa.

172/ If, following the imposition of a mandatory oil embargo,
South Africa were to refuse to provide bunkering facilities to
tankers sailing round the Cape, then tho problem of distinguishing
between tankers calling in to deliver oil and tankersg calling. . ...
in for bunkers would of course disappear.

.t
"

e/
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The data obtained by all these methods of observation could be
fed into a clearing house operated by the United Nations, which
would then pass on ths information to all Membar Statas. The
tanker could then be seized next time they entered a non-—

South African port. In the case of fankers which had actually
delivered oil, this would normally be the port of an oil-

f‘exportlng natlon. Seized tankers; oould either become the

property of the United Nations, or else heavy fines could be
imposed for their release. The tankers themselves - or their

_owners, operators, and charterers - could also be black-listed

from entering the ports of UN Member States for fixed periods

~of tlme.

A variation to this proposal would involve the withdrawal of
rational registration 'facilities to any tanker whlch had

"delivered oil to South Africa. Without a flag to fly, tanker

would find that normal commercial operations were impossible.

. Similarly,; insurance facilities could be cancelled for any
tanker which had been invelved in supplying South Africa.

The scheme we have outlined, if implemented, could not
guarantee that no tanker ever deliverad oil to South Africa.
But it would mean that it would become: extremely difficult

— and very expensive — for South Afyricsd "to obtain transport
facilities for importing oil. Tanker owners would certainly
be reluctant to leagse a tanker to a client who might be

using it for carrying oil to South Africa.

8,3 Costs of the embargo

An 011 embargo would be one of the most cost-effective forms
of pressure that could be applied on South Africa by the
international Community: +the costs to South Africa would be
enormous, but ths costs to the internationzl community would
be relatively smdll. l]é/ The costs to the internatiomal
communify would be two-fold. 177/ First, the costs of
actually enforcmng the embargo this would obviously

depend on whether a naval blockade was instituted, or whether
one of the much 51mpler ‘schemes outllned above was used.
Secondly, the costs of asgisting thosea: nelghbourlng countries
in Southern Africa which wcirrently import oil products from
South Africa; these costs would depend on whether precauticmary
measures had been taken and on the level of oil stocks in
these countriass.

17_/ It has been argued by soms that one should also consider the

171/

cost of relaliatory measures that South Afrida might take.

- However, if the oil embargo was imposed after a multilateral

- decision, through the UN Security Counciliy-'it is difficult to
_see how South Africa. conld refaliate. against. the.international
communlty without sufferlng even greater economic-damage itself.

There is also a further non-financial guestion. Some .countrises
have felt uneasy about the use of oil as a "political weapon™
since  they fear thatian: Qll.smbargo might one day be introduced
agalnst themselves. It should be remembered, however that a

‘Security Council embargo cannot be 1mposed 1f any one of the

five permanent members vetoes’ EE RS R

e/
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An oil embargo would have an enormously disruptive effect on

South Africa. If all oil suppliass were cut off, the Republic

would probably not be able to survive- for ‘igre  than two years.

The economy would grind td a halt.u transporﬁ “would become

.. .- extremely difficult; industry would be severely hit; production

~ in the modern agricultural sector would rapidly fall; and the

armed forces and the pollce would lose their. mobility.

.- "%

Clearly, the primary economic impact would be in those sectors

most dependent on oil products —~ fransport, agriculture,

petrochemicals, local commerce and so on. But the secondary

effects could be even greater. The cost of living would

escalate rapidly. The motor industry would enter a slump.

People would find it difficult to travel to work. 4n oil

embargo would also accelerate the withdrawal of foreign |,

capital. A senior executive of General lotors (USs) made

it clear in late 1973 that if oil sanctions againgt South

Africa reached a certain level of affectiveness, their

South African subsidiary would start meking a loss, in which

case they would close down the operation°'17§/

The dangers of an oil embargo to South Afrlca were summarlzed
by the Einan01al Mail in Septembe _____ 1977 ’

Even the threat of (0il) sanctlons against- South Africa

o has far-reaching consequences.
OFAFRICR,,

fpﬁﬁﬁ“mms- q%h- The blow to confidence could prove -a Severe setback

' to the nascent economic recovery. Investment, lending

and home-buying plans are among those that. would be

. reconsidered. 4 new wave of skilled South Afrlcans

‘ég could decide %10 vote with their feet.

5\

4145 also widely accepted that our ability to with~
¢xy stand prolonged sanctions is not nearly as great as

7 *the Rhodesians' has besn. MNot only does the smooth
running of the South African economy depend on a wide
variety of sophisticated, imported products, but can
we be sure we can match Ian Smith's success in finding
a friend in need? 179/

The political question of what type of sanctions would be

imposed against South Africa — and the timing of such moves

~ lies beyond the scope of this study. This report merely
attempts to present a preliminary analysis of the technical
feasibility of an oil embargo. The conclusions suggest that

it certainly would be feagible to impose a virtually complets
cut-off of cil supplies to South Africa. This would not be
without problems for the international community. But, providing
the political will exists, it appears that these difficulties
could. bs overcome. 0il sanctions probably represent the most

efféctive form of external pressure that could be exerted on
South Africa,

178/ Quoted in Barbara' Rogers, White Wealth and Black Poverty,
~ (op. cit.) Do 262.”, i}

o A

179/ Financial Mail, ‘16’September 1577 : :
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