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1 Introductio

This booklet is to be used by unions organising
in South African Breweries subsidiaries. The
aim of this booklet is to provide an under-
standing of SAB which will help in working
out how to negotiate with a monopoly of this
size.

As such, the booklet is divided into two
sections.

The first section looks at SAB, who owns
it, how it is structured, how profitable it is,
what it owns, etc. This section summarises the
essential information about the company. We

have drawn on a report by the Labour
Research Service to assist in this section.

The second section deals with SAB as an
organisational unit opposed to the trade
unions. It looks at two key questions:
¢« How can unions organise against the
monopolies?

« What are the strengths and weaknesses of
SAB in relation to the trade unions?

In answering these questions, we hope this
booklet will assist in strengthening worker
organisation in SAB.



2 Whatis SAB?

The South African Brewery (SAB), now 93
years old, is a large and extremely rich compa-
ny. It is the fourth largest manufacturing com-
pany in the country and has profitable invest-
ments in neighbouring countries such as
Zimbabwe and Lesotho, as well as elsewhere
in the world.

SAB is essentially interested with con-
sumer goods. That is, it makes and markets
things which the public buy and use in their
daily lives. SAB produces many different
things — ranging from shoes to hotels. Other
activities include retailing, beverages, furni-
ture and beer.

SAB is a monopoly company. This means
it controls entire markets. It has a near total
monopoly in beer, being the only beer manu-
facturer in the country. It owns also nearly
every three, four and five star hotel in the
country, and controls most of the furniture
manufacturing industry. It makes almost every
match in South Africa.

Because of this, SAB is extremely prof-
itable. It has increased its profits every year for
the last 20 yearsin arow.

While SAB is a large monopoly corpora-
tion, it is a small part in one of the biggest
business machines in the world.

The Premier Group, a large food company,
controls 35,5% of all shares in SAB. In other
words, while Premier does not own the entire
company, it owns enough of it to give Premier
control over SAB.

Another major share of SAB is owned by
SA Mutual, the third biggest corporation in
South Africa. But SA Mutual does not have
enough shares to decide on company policy.
Premier keeps control over SAB.

Similarly, the Premier Group is in turn
controlled by the Anglo American Corporation
of South Africa. Anglo is effectively con-
trolled by one family — the Oppenheimer
family, who also control De Beers. Anglo and
De Beers make up one of the 20 biggest com-
panies in the world.

Anglo, Premier and SAB control so much

This drawing shows how SAB dividends have
Increased between 1984 and 1988

that it is almost possible to survive every
day just on the things they produce. Besides
controlling the whole world’s diamond market,
much of the world’s uranium and gold and
many other minerals, Anglo also has many
industrial interests that affect our daily lives.
For example, if we wake up every morning on
an Edblo mattress bought at Lubners, put on
shoes from Select-A-Shoe, dressed in clothes
from Cuthberts and Edgars, cook on a coal
stove, then eat Iwisa Maize Meal on a table
made out of Bison Board, hitch a ride to work
in a Ford Sierra, drive past a Southern Suns
hotel, read the Sowetan or Star newspaper on
the way, then did some shopping at OK
Bazaars, took some headache pills made at
Adcock-Ingrams, went into the Carlton Centre
or Highpoint, bought a book at CNA on paper
made at Mondi, drank a beer or a Coke, or
took money from First National Bank to pay
for an insurance policy at Southern Life ...
THEN you will the whole day have been mak-
ing the Anglo American empire richer.

This is a very profitable empire. Anglo,
under which Premier falls, made profits in



1987 of over R1 200-million. It has assets
(factories, machines, property etc) worth RIO
650-million. De Beers also made profits of R1
200-million. Premier made profits of R108,7-
million in 1987 with assets of R2 648-million.

Anglo employs hundreds of thousands of
people. Anglo American Industrial Corpora-
tion, for example, employs over 200 000 peo-
ple, while Premier itself employs over 31 000.

Obviously one family cannot run the
whole empire. Anglo, Premier and even SAB
are run by managers and directors who have a
lot of decision-making powers, but within a
framework laid down by their bosses in the

3 How

Any way you look at it, SAB is a
wealthy and very profitable company:

« Every year for the past 20 years SAB
has increased its profits.

e Last year its turnover increased by 24
percent. The amount of goods produced
went up from R5 701-million to R7
083-million.

« Its profits increased by 36 percent. Its
profits after it paid tax to the govern-
ment and interest to the banks went up
from R216-million to R294-million.

e SAB increased in value by 19 per-
cent. Its assets increased from R3 632-
million to R4 328-million.

¢ The amount SAB paid out to the
shareholders in dividends increased by
35 percent. Without doing anything the
shareholders got more back per share
than ever before. Each share was paid out 50
cents — 13 cents more than the year before.
For the executives, for example, this works out
at nearly R6 000 per month each, tax free!
Premier holds 93 million shares and so earned
R46,5-million in dividends.

SAB employs 79 100 workers. From this
we can work out what each worker produces
for SAB:

Each worker produces:

« R89 545 of good each year (about R7 500 of

controlling company. If, for example, Anglo
did not like the way Meyer Kahn was running
SAB then they would intervene. But so long as
the companies are making good profits for
Anglo, the Anglo directors will be happy to let
the company directors run things their own
way.

To ensure that they get the most out of
their directors, Anglo usually give their man-
agers and directors big shares in the company.
This is the case with SAB — all the managers
and directors have thousands of shares. So the
more profit SAB makes, the more money they
make.

orofitable

This drawing shows how the price of SAB shares has risen

over the past three years

goods each month).
¢ R3 717 of profit each year (about R310 of
profit each month).

Productivity per worker was also up:

« Sales per worker increased by 15%.

« Profits per worker increased by 40%.

The directors are making a lot of money out of
this.

They get paid a salary of R7 884 per
month, or R90 000 per year. This is in addition
to the amount they get from company profits
— of R6 000 per month.



4 \What does SAB own
and control?

SAB runs and controls many subsidiaries
through which it makes these enormous prof-
its. There are five main sections:

* Beer

* Beverages

* Retail

* Hotels

¢ Manufacturing

LI&seuiM&im

This is the most profitable part of SAB.
There are breweries in Rosslyn, Isando, Cham-
dor, Industria, Umbilo, Prospecton, Bloem-
fontein, Port Elizabeth, Newlands, Alrode,
Butterworth, Bophuthatswana, Swaziland,
Maseru, Botswana, KwaZulu. A new brewery
is being built at Pietersburg. SAB has a large
share in the Zimbabwe National Brewing Co.
There are several depots across the country.

Over half of SAB’s profits (56%) came
from beer. It therefore is the most important
part of SAB. Because it is also a monopoly,
controlling the production of all beer in South
Africa, it is the most vulnerable to worker
action. If profits in this sector are cut through,
for example, work stoppages, then the whole
of the SAB group will be affected. On the
other hand, so long as SAB management can
keep the SAB workers happy, then the SAB
Group’s profits can be protected. This is one of
the reasons why the basic minimum is R4,02
per hour. It is also one reason why SAB wants
continual production.

Beer division

Results (Rmillionl 1987 1986
1747,2 14295 +14
Taxation 565,2 495,1 +14
Profits 163,3 133,7 +22
11972 10111 +18

%chanoe
Turnover

Total assets

SAB is planning to increase profits further
by building a huge brewery in Pietersburg
(creating R250-million) and by expanding the
Rosslyn brewery (costing R 150-million).

SAB gives a lot of money in sports spon-
sorships. It claims this is money being spent on
the community. But this is mainly advertising
for the company, and anyway they claim it
back from the government when they pay tax.
It spends R 14-million per year on advertising,
and also claims to spend a lot on social welfare
and education programmes.

ZJtev&rmes

Other SAB beverage interests are:
« Amalgamated Beverage Industries, which
bottles Coke, Schweppes, Fanta, Sprite and
Sparletta in seven plants operating in Pretoria,
W itwatersrand and Durban. This is nearly half
(43%) of the total soft drink market in South
Africa. SAB owns 70% of ABI.

ABI

Results (Rmillion) 1987 1986 9achanfla
Turnover 356,6 303,0 +21
Profits 18,1 15,5 +17
Total assets 219,8 2078 +6

ABI minimum pay is R3,82 per hour,
which is a lot higher than its competitors. In
effect ABI is also a monopoly. This is because
they have total control over the markets in
their area. The other ‘competitors’ market the
same products in other areas only, so they do
not really compete. The only real competitor is
Pepsi, which is now black-owned but is run-
ning at a loss. It is one-twentieth the size of
ABI.



« Other beverage interests include:

Maltins and Hops: SAB buys the entire local
malting barley crop. It has a joint share in
Southern Associated Maltsters in Caledon and
Alrode, where barley is turned into malt. It
owns SAB Hop Farms in George.

Sorghum Beer: Traditional Beer Investments
has breweries in Ciskei, Gazankulu, Lebowa
and Venda. When the government privatises
the sorghum industry in the rest of South
Africa, SAB will get involved. Wages here are
R1,79 per hour.

Appletiser Pure Fruit Juice: SAB owns the
whole of APFJ, which also owns part of Ceres
Fruit Juices. Sales are growing inside the
country. But a plan to export apple juice to the
rest of the world has been stopped by sanc-
tions.

Cape Wine and Distillers: SAB owns 30% of
CWD. It reported better profits.

Results for other beverages

(Rmillion) 1987 1986  %change
Profits 25,2 16,8 +50
Total assets 184,7 274,5

3JBMM

There are three main retail groups: OK
Bazaars, Edgars Stores and Amalgamated
Retail (Amrel).

OK Bazaars
SAB owns 70 percent of OK, which is the
biggest chain of retail stores in South Africa.
OK aims mainly at the lower and middle
income customers, who are mainly black. It
has 164 conventional stores, 26 furniture out-
lets, 7 hyperamas, 2 service stations and six
house and home units. There are 23 595
workers at OK.

Despite the ten-week strike from
December 1986 to February 1987, OK profits
went up last year.

OK
Results (Rmillion) 1987 1986 %change
Sales 23645 2041,9 +16
Profits 15,1 12,3 +23

Total assets 823,7 716,5 +15
Sales per worker: R101 483
Profits per worker: R640

The minimum wage at OK Bazaars is
R400 per month, or about R2,22 per hour.

Amalgamated Retail
SAB owns 69 percent of Amrel, which is one
of South Africa’s largest diversified retail
groups selling consumer durables and semi-
durables. Amrel mainly sells furniture,
footwear, clothing and selected consumer ser-
vices.

Amrel has 944 stores and 399 service
depots, and employs 9 611 workers

Amrel

Results (Rmillion) 1987 1986 %change
Sales 627,1 518,2 +21
Profits 14,0 -1,0

Total assets 373,5
Sales per worker: R65 248

Profits per worker: R1 456

314,0

The improvement in Amrel performance
was achieved mainly by the furniture division.
The furniture division improved its turnover
by 24 percent in 1987, and increased its profits
by 190%. It now controls 11 percent of South
Africa’s furniture market.

The footwear division made a loss in
1987, but was expected to turn a profit in
1988.

The clothing division made a profit in
1987 after making a loss in 1986.

The consumer service division increased
its turnover by 16 percent in 1987. But its
profits increased by 43 percent because,
among other things, of higher work productivi-

ty.

Edgars Stores Limited
SAB owns 61 percent of Edgars. Eldars has
343 stores retailing clothing, footwear, acces-



sories and household textiles. It has three main
stores:

« Jet, which employs 1374 people in 78 stores
(1986)

« Edgars, which employs 5 167 people in 166
stores (1986)

« Sales House, which employs 1274 people in
99 stores (1986).

Edgars

Results (Rmillionl 1987 1986 %chanae
Sales 929,7 735,1 +26
Profits 40,8 18,3 +123
Total assets 502,4 395,3 +27

Sales per worker: R118 963
Profits per worker: R5 220

4, Hotels
SAB owns 68 percent of Southern Suns
Holdings, which is South Africa’s largest hotel
group. 52 hotels offer 10 300 rooms. It
employs 8 815 people. The four and five star
hotels are under Southern Suns, while three
star hotels are mainly under Holiday Inns.
Southern Sun Holdings also has a 20%
interest in Sun International, 50% in Southern
Sun timesharing and 50% in the TFC travel
group, which made a bad loss.

Sun

Results (Rmillion) 1987 1986 %change
Turnover 2725 233,4 +17
Profits 1,9 3,1 -39
Total assets 524,9 459,0 +14

Sales per worker: R30 913
Profits per worker: R216

Almost all pans of the company made a
loss in 1987. The only reason the company
showed a profit was because of its investments
in Sol Kerzner’s Sun International. But the
chairman expects ‘a modest improvement in
profitability’.

From April 1988 the minimum wage was
R350 per month, rising to R500 in October.
This is about R2,77 per hour.

5. Manufacture

SAB has three main manufacturing compa-
nies: Associated Furniture Companies, SA
Footwear and Lion Match.

Associated Furniture Companies (Afcol)
SAB owns 65% of Associated Furniture
Companies, the biggest furniture manufactur-
ers in South Africa.

It has 26 furniture manufacturing compa-
nies under Afcol, with depots and showrooms
all over the country. It employs 8 361 people.

Afcol

Results (Rmillion) 1987 1986 %chanae
Turnover 388,5 309,4 +26
Profits 23,8 11,1 +113
Total assets 314,0 290,9 +8

Sales per worker: R46 466
Profits per worker:: R2 847

SA Footwear
SAB owns SA Footwear 100 percent. It has
seven shoe factories and one wholesaler.

It makes shoes mainly for the lower and
middle income group, and controls about 13
percent of the total shoe market.

Profits increased from RO,4-million in
1986 to R3,9-million in 1987.

Lion Match
This is almost a total monopoly on match pro-
duction.

It owns Interpak, a printing and packaging
company, Wilkinson Sword and an electrical
appliance division.

It employs 2 100 people.

Lion Match

Results (Rmillion) 1987 1986 %change
Turnover 179,2 147,3 +21,7
Profits 9,2 8,7 +5

Turnover per worker: R85 333
Profits per worker: R4 381



5 SAB and industrial

SAB claims that it aims ‘to strive to reinforce
the principles of enlightened and humane
employment practices; elimination of discrimi-
nation and fostering training and development
skills; recognising the employees’ inalienable
right to organise themselves and to negotiate
their conditions of employment”.

The chairman of SAB, Meyer Kahn, says
in the company’s annual report that SAB deals
with industrial relations ‘in a decentralised
fashion, each operation assuming responsibili-
ty for its own affairs and consonant with its
own circumstances’. But, he says, the sub-
sidiaries must all follow group policy in this.

There are two main issues here. First,
SAB claims an ‘enlightened’ employment
practice, which is not necessarily the case.
Second, it will bargain with unions, but only in
the way it chooses. It chooses to do so at a
decentralised level because then it does not
have to set ‘group policy’ on issues like mini-
mum wages. SAB prefers decentralised nego-
tiations.

SAB says industrial relations have been
deteriorating. It blames this on the ‘closer

working relationship between certain group-
ings of organised labour and various communi-
ty bodies’. It says: ‘The absence of appropriate
channels of political expression has undoubt-
edly been an important factor in the politicisa-
tion of the trade union movement. This has
created enormous problems for management.’

‘Some of the protracted strikes exhibited a
degree of violence and accompanying radical
support strategies which cannot be condoned.

‘The ordinary worker gains little after
extensive labour action and the employer suf-
fers unwarranted disruption. One can only
hope that a more rational attitude will prevail
on all sides.’

In other words, the ‘radical’ actions like
consumer boycotts and solidarity strikes and
blackings really hurt during the OK Bazaars
and SAB strikes. But SAB management do not
see these as ‘legitimate’ strategies and the
grievances involved as real. Rather, they are
the product of ‘community influence’ and the
expression of frustration at the ‘lack of politi-
cal channels’.



6 Organising against the

SAB

This brings us to the question of how vulnera-
ble the SAB monopoly is to trade unions. We
need to study SAB a little differently to answer
this question. We need to look at SAB as an
organisation.

The SAB organisation is interested in two
main things — organising for its own wealth
and organising for its own power and control.

In relation to its wealth, SAB wants to
make as much profit as it can. It wants to save
money, and sell as many products as possible
for the largest return, while paying as little in
taxes as it can.

To do this, it needs power and control —
power over the lives of the workers and power
against its competitors; control over its sub-
sidiaries, over the workers who work in them,
and control the markets. These, in short, are
the aims of SAB.

The function of the managers and direc-
tors is to achieve these aims. When SAB man-
agement sit down at a board meeting to dis-
cuss company policy, they consider SAB’s
strengths and weaknesses, its long term plans
and short term needs. They work out ways to
strengthen their organisation, while disorganis-
ing or weakening that of the opposition, be the
opposition another company or a trade union.

They do this in the same way that we look
at our trade unions and the tasks facing them
in the long term (to bring down apartheid and
redistribute the wealth of South Africa) and in
the short term (to win higher wages and end
the Emergency).

The SAB management treat SAB as their
organisation, not as the organisation of SAB
workers. Their long-term aim is to increase
SAB profits and build a bigger SAB. They will
use almost any means to realise this aim —
including increasing the exploitation of work-
ers and putting their competitors out of busi-
ness.

monom X

In organising against SAB management,
worker goals must be clear:

« Are workers aiming to take control and
ownership of the company away from the pre-
sent owners?

« Are workers also aiming to make SAB a
profitable company, but one which redis-
tributes the profits of the workers rather than
the Oppenheimer family and the directors?

One thing is clear — that the aims of the
workers (to increase wages and increase their
share of the profits and control of the compa-
ny) are opposed to those of the owners (to
keep total control of profits and increase the
exploitation level of workers).

Given these opposed interests, how then
can workers take on the central control of the
giant monopoly? First, by studying closely
their aims of the managers, their strategies,
and the way they organise. This will then
reveal SAB’s strong and weak points, which
will in turn point to organising strategies.

In the 1987 annual report, the chairman of
SAB says the most important aim of the com-
pany is to continue increasing profits.

The ‘basic business philosophy,” he says,
‘is to improve both the shareholders’ income
flow and the value of their investment in a sus-
tainable and socially acceptable manner’.

The objective in this regard is to ‘seek to
achieve ~.growth rate in dividends and share
price which over time betters that achieved by
comparable industries.” It aims to distribute at
least 45% of all profits to shareholders every
year.

As a monopoly, SAB has many strengths.
For example, during a strike by brewery work-
ers it can keep sales going by drawing on beer
produced in Zimbabwe by one of its sub-
sidiaries. As a monopoly it can control prices,
because there is no competition to offer cheap-
er products. As a monopoly it can control



money spent on advertising. It can keep costs
down to a minimum. It can prevent, by its
sheer size and power, any new attempts to pro-
duce the same product.

As a monopoly it also has a lot of power
in relation to the government. It can pressure
the government into, for example, privatising
the sorghum beer industry or developing a new
economic policy that would help in the sale of
alcohol.

But, with all these strengths, these very
same points reveal weaknesses.

First, SAB is in the consumer business.
This means that the ordinary person in the
street, while depending on SAB for its prod-
ucts, will be able to take action against SAB. If
the consumers are organised, then SAB can be
hurt. This is unlike, for example, a mining
company, where the consumers of coal or gold
are other capitalists rather than workers or
their dependents. So SAB is vulnerable to
consumer action.

Second, as was shown by SAB strikers,
when a monopoly is well organised, produc-
tion can be brought to a total halt. An entire
country is without beer, for example, when
beer production in SAB is shut down. This is
unlike other goods where alternative supplies
are available from a competitor. The resulting
consumer pressure could be bad for SAB.

In other areas, for example OK Bazaars,
SAB is still vulnerable to consumer pressure.
So much is spent on trying to attract customers
to shop at OK or Edgars or to buy certain
shoes that any adverse publicity is scary for
the managers. They are almost as scared of
getting a bad name and a consumer boycott as
they are of a strike. This is because people will
simply leave OK Bazaars for Checkers or Pick
'n Pay and always associate OK with bad feel-
ings. This is the case with any part of SAB that
aims at what they call the ‘lower or middle
income market’.

Other parts of SAB, however, are aimed at
a more upper middle or upper class market.
These people usually do not support worker
action or feel grievances the way lower
income people do. Such a market is the hotel

operations. Holiday Inns and Southern Suns
cater for more wealthy people,. So the same
reliance on customer action would not hurt
SAB. There they are still worried about their
image, but in the eyes of their customers who
are part of the elite sectors of the South
African population. But if those customers got
bad service as the result of a strike or a go-
slow, or other types of action, then SAB would
worry.

SAB gets around these problems to a cer-
tain extent by keeping all its operating parts
separate. While the liquor trade depends on the
hotel trade (and the other way around), SAB
runs them as separate parts. The same applies
to the manufacture of shoes and the running of
the retail section. SAB aims to separate these
out for many reasons. One of the effects, how-
ever, is that if there is a dispute in the beer
division, it does not affect any other division.
Also, while R4,03 can be paid in one division,
another division can pay RI1,80.

This helps SAB to keep workers divided
and weaker; and also helps its customer image,
which is so important. It appears to the cus-
tomer that there is still are ‘free choice’
between different products, while in reality
they are all from the same place.

Finally, as a monopoly SAB is scared of
the progressive movement. One of the com-
mon accepted political demands being made is
for the redistribution of the wealth of South
Africa.

In the Freedom Charter and elsewhere
there is a demand to ‘nationalise the banks,
mines and monopolies”. As a monopoly SAB
is definitely a potential target, something
which worries the SAB managers and owners.
As such, they will oppose any progressive pol-
itics, while pretending to be enlightened. Also,
they will support the government while claim-
ing in their annual report to be ‘non-political’.
For example, at least one of their directors,
Mike Rosholt, is on the State PresTdeqt’s
Economic Advisory Council. Others do advise
the government and may at times sit on gov-
ernment commissions and councils.



7 Conclusion

SAB is a very powerful monopoly. It makes
large profits and can afford large wage increas-
es. While being a strong organisation it has
several weak points for unions to consider:

1. It depends on consumers for its sur-
vival. Most of its consumers are in the lower
and middle income groups, and most are
black. This makes it vulnerable to consumer
boycotts and bad publicity.

2. Some products — such as beer, match-
es, cooldrinks in some parts of the country —
controlled by the SAB monopoly can be shut
down entirely by a strike.

3. SAB only wants decentralised negotia-
tions with the unions. If central negotiations
took place some of SAB’s subsidiaries would
have to increase wages and give better work-
ing conditions immediately. This would harm

profits.

4. SAB badly wants to keep its record of
unbroken profit increases up. This will please
its Anglo masters and other shareholders, and
is worth a lot of prestige on the Stock
Exchange.

5. SAB has extensive overseas invest-
ments. Because of this it is vulnerable to sanc-
tions moves which could stop SAB money and
products going overseas, such as happened
with Appletiser.

6. SAB also has interests in very competi-
tive parts of the market (such as OK Bazaars).
SAB thus is weak in relation to its competitors
when there is industrial or consumer action
against it. Market share is very important and
anything that affects it will be seriously con-
sidered.
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SABreweries

OK Bazaars
Edgars— CCAWUSA
Jet- FAWU
Coke— Food Beverage
Appletiser— National -Wine & Spirit
Southern Sun- PPWAWU
Holiday Inns- Shopsteward -NUMSA
Afcol- Council CW1u
lionM atch” ACTWUSA
CapeWine GAWU
Multi-Serve // NUDVW
Pronto Print t/ "SA Leather W orker

Triangle Furnishers
SA Footwear
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