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Foreword

South Africans, whether in their individual capacities or as members of some
form of organized civil society institution, have this proud history of engaging
head-on with the issues affecting us. This outstanding trademark stems from our
history of injustice and oppression. Coupled with this is our deep concern about
the well-being of our fellow citizens.

Corruption is a legacy of our past and it is therefore not surprising that the
civil society sector pushed that the issue of apartheid grand corruption be put
under the spotlight. This sector discussed the matter at its preparatory meeting to
the Second National Anti-corruption Summit in March last year and raised the
matter during the Summit itself. As one of 27 resolutions the Summit agreed that
the sector should prepare a research report on crimes of corruption committed
under apartheid and that this research be presented to the National Anti-Corruption
Forum (NACF).

This report is welcomed for the contribution it makes to the ongoing debate
about the nature of South African society. Obviously not all persons will welcome
the report, but that should not detract from the need to engage with it and with
the research findings.

As chairperson of the NACF | wish to thank the authors of this report for
their dedication and commitment in preparing it and in lifting the veil of secrecy
that surrounds many actions of the past. Corruption is a crime committed in
secret and the deed is often only discovered at a later stage. Collecting the
information underpinning the research must have been a monumental task.

The discussion of this report within the NACF provides the public, business
and civil society sectors with another opportunity to strengthen the partnership
against corruption. | also expect that the report will be discussed widely, in many
other forums.

Ms. Geraldine J. Fraser-Moleketi

Minister of Public Service and Administration

in her capacity

22 May 2006

as Chair of the National Anti-Corruption Forum
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1.

Introduction

One name for another, a part of the whole: the historic violence of Apartheid
can always be treated as a metonymy. In its past as well as in its present...one
can always decipher through its singularity so many other kinds of violence
going on in the world. At once part, cause, effect, example, what is happening
there, what takes place here, always here, wherever one is and wherever
one looks, closest to home. Infinite responsibility, therefore, no rest allowed
for any form of good conscience.

Jaques Derrida (1994), from his dedication to the murdered Chris Hani!

Corruption, the abuse of entrusted power for private benefit, costs the people of
South Africa billions of rand annually.? It is a burden that is carried
disproportionately by the poor as it effectively subsidises criminal elites within
the public and private sector. It is a matter of public record that in the dozen years
since South Africans claimed the right to elect a democratic government, almost
no day has gone by without media reports highlighting the extent of the scourge.
This includes allegations of intrigues involving individuals ranging from corporate
tycoons to local councillors in remote rural areas, who have abused the power
with which they have been entrusted in favour of narrow self-interest.

Yet South Africans have made remarkable strides in countering criminal business
in the past dozen years. Building on the foundation provided by the Constitution
(1996) and the Bill of Rights, elected lawmakers have asserted their mandate to
create laws and institutions that for the first time seriously combat corruption.
The country has a comprehensive framework consisting of a host of public bodies
with a mandate to vigorously tackle graft—and they are doing this with increasing
success. Although the anti-corruption mechanisms are not without their flaws,
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they do ensure that many ordinary South Africans have the sense that justice
usually prevails. The media, unshackled from apartheid-era press censorship, use
this freedom to report on the anti-corruption efforts of the state and, importantly,
to probe the thorny issues that citizens in every modern society fear are being
covered up by various interest groups.

However, it is worth noting that this was not always the case. For more than
300 years, all South Africans were under the yoke of colonial and apartheid rule,
a system that benefited the few at the expense of the many. It was a system that
ensured that white settlers—and later, white South Africans—were at the helm of
a racial oligarchy that was built on the subjugation of black South Africans. It was
a corrupt system of governance. A near monopoly on money, power and influence
were in the hands of a minority and they used this to either violently suppress the
majority or, at best, transfer resources in order to stave off the inevitable revolution.

Racist nationalism is as vulnerable to corruption as most systems of authoritarian
rule. In closed societies, which are highly militarised under dictatorial rule, the
truth is hidden from public view by design. Access to power (and a monopoly
over it) provides the elite in the public and private sectors with a unique opportunity
to line their pockets. In so doing, the defenders of an illegitimate and corrupt
system start to defy their own rules and laws that criminalise such behaviour. In
terms of common law crime they are simply crooks dressed in the guise of patriots
representing the interests of their volk, their race or their narrow class. They have
effectively corrupted themselves.

Such a system can also only survive for as long as a monopoly over power is
maintained. Its survival is therefore tenuous—common knowledge to all
functionaries of the system, who are the first to ensure that they are taken care of
should there be a break with the past. This leads to a reliance on ‘insurance’,
usually in the form of cash or other easily moveable assets that can be moved
abroad in the event of regime change. It is in the period before regime change that
the elite, in particular, are likely to accumulate as many resources as possible for
fear that they may soon be out of a job or, at worst, have to flee the country.

This is illustrated in the history of many countries. In Peru, President Alberto
Fujimori was alleged to have embezzled $600 million (over R7 billion) from the
Peruvian people before he fled to Japan, where he resisted requests for his
extradition to Peru.? It was also only after fascism in Germany was smashed in the
mid-1940s that tales emerged of generals who had stolen gold and fantastic treasures
from the victims of the European genocide. All the Nazi gold did not end up at
the bottom of an illusive lake in the Alps, as was often theorised—some of it was
located soon after the war but much of the money remained locked up in Swiss
bank accounts for decades or financed homes in South America and elsewhere.*
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Closer to home, in the past decade, between $2 and $5 billion (between R14
and R32 billion) was allegedly stolen by the Nigerian dictator, Sani Abacha.> Some
of this money has since been located in Swiss and English banks accounts. In
contrast, the money allegedly stolen by former Kenyan dictator, Daniel Arap
Moi, is said to still elude the authorities, as is the $5 billion (R32 billion) stolen by
Zaire’s dictator, Mobutu Sese-Seko.® Banks in the global North, which in many
instances may have not had knowledge of the identity of the depositor, have
profited handsomely from harbouring stolen wealth. In response, the United
National Convention Against Corruption (2003) binds its signatories to provide
mutual legal assistance, among other things, in order to trace such funds. South
Africa has both signed and ratified the United Nations Convention Against
Corruption. As a sign of Africa’s commitment to the process 19 African states
(out of a total of 52) have ratified or acceded to the Convention, which came into
force in December 2005.’

In South Africa the issue of grand corruption under apartheid has been the
source of comparatively little public debate. Since the advent of democratic rule
scant attention has been paid to the possibility that leading apartheid-era
functionaries (in government and business) may have used the cover of authoritarian
rule to illegally acquire vast sums of wealth in defiance even of the legal ‘norms’ of
that time.

Public perception that a democratic South Africa is more corrupt than the
apartheid regime dominated much of the public discourse for a number of years
after 1994. It may be that white and black South Africans alike had come to believe
their masters’ lie. Public perception of apartheid-era corruption was reinforced by
the views of former leaders of the National Party, such as F.W. de Klerk, who
noted in 1997 that:

With regard to...crime and corruption, the true facts are that the situation
has deteriorated seriously since the ANC took over.?

This commonly held view probably reinforced another misconception, namely
that there was a sort of South African ‘exceptionalism’ during apartheid. This is
perhaps better described as a belief in white ‘exceptionalism’ that allows the regime
to be remembered as ‘brutal’ in the way in which it wielded power, yet ‘honest’ in
the way it managed its finances at the same time. It would follow, using this logic,
that there was no war profiteering under apartheid and although other African
dictators may have shifted funds abroad, in South Africa under white minority
rule this was not the case. In such a scenario the politics of apartheid is trivialised
as misguided idealism and the role of the business community in such a system
was primarily about legitimate shareholder profit.
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In this regard, South Africa is not unique. Russia, once the apartheid regime’s
greatest foe, is an example of a state in which corruption has existed for centuries.’
This view challenges any misconception that graft originated under the rule of the
reformer, Michael Gorbachev, or his successor, Boris Yeltsin. Rather, as
criminologist Patricia Rawlinson points out, it was already prevalent in Tsarist
Russia which preceded the Soviet Union.'® This provided the foundation for a
Bolshevist state that also allowed corruption to grow and eventually saw the rise
of social bandits (or organised criminal groups) by the 1930s. There followed a
passive assimilation of these groups by the state until endemic corruption was
recorded in the Communist Party structures under Brezhnev. As private property
was slowly legalised in the 1970s, the mafia began to rise in importance until they
were eventually actively assimilated into the state and economy under Gorbachev’s
economic reforms. In summary, the Russian state created an environment that
favoured such criminal behaviour. The rise of the Russian oligarchs in the 1990s
was not accidental: they were borne out of a historical process that had evolved
over many centuries.

This report attempts to document and describe instances of corruption that we
know took place during apartheid and in particular, during the period 1976-1994.
Through documented evidence and testimonies of those who have information
about this period it attempts to highlight on some well-known corruption cases.
However, the report is equally concerned with that about which little is known:
the questions that are asked throughout are those that have either not been
answered, or not fully explored, by the Truth and Reconciliation Commission
(TRC) or any other organ of the democratically elected government. Importantly,
the report is not intended to be an exhaustive expose of corruption under apartheid.
In highlighting examples it does not mean that these are necessarily the only
examples of apartheid-era corruption. The report does not attempt to make
judgement on all the cases presented and has been limited in the extent of its
enquiry by the amount of material available on the subject. It is worth noting that
additional research is required to build a body of knowledge (which does not exist
to any significant degree at present) of the types of governance failures that occurred
during apartheid. This, together with limited human resources available in
undertaking research for this report should also contextualise the reliance on
newspaper clippings and single source interviews.

The report begs the question: why has there been no successful dedicated
prosecution of crimes of corruption involving the apartheid era elite? Is it due to
a lack of evidence? Is this, in turn, due to a lack of capacity? Does it reflect part of
a broader political agreement as part of the sunset clause? This report does not
attempt to provide answers to these difficult questions but rather attempts to lay
the groundwork for probity by others.
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The report also attempts to help explain, from a governance perspective, the
extent to which the apartheid state was not only criminal in terms of international
law by the early 1990s, but had been criminalised in itself (see Stephen Ellis’s
excellent description of criminalisation of the state in Africa't). The legacy of such
a corrupt system did not disappear into the night in 1994, when the white flag was
lowered and a new South African banner hoisted. Rather, it had entrenched itself
to such an extent that it would inevitably serve to corrupt the new order.

Individuals who entered the public and private sector after 1994 and were
motivated by greed to act corruptly were likely to welcome the opportunity to
work through, and with, influential people, often well networked, who had escaped
criminal prosecution under apartheid for similar activity.

The linear or inter-generational nature of corruption is seldom understood as a
system that straddles the old and new order— a number of individuals who were
alleged to abuse power for private benefit under apartheid are seen either courting
power (most often as business people) or holding public office during the past
dozen years. They have managed to negotiate the transition with
aplomb,ingratiating themselves with corrupt elements in the old and new elite.
Although this report does not deal with that phenomenon in great detail, it is an
important factor to keep in mind.

The years before and after 1994 cannot simply be neatly compartmentalised.
However, there was (and possibly still is, in some quarters of society) political
support for this point of view as summed up in comments made by National
Party (NP) leader, Martinus van Schalkwyk, (a supporter of the NP under P.W.
Botha and a Cabinet Minister since 2004), in his preface to the National Party
Corruption Barometer (1997):

... They [the ANC] turned South Africa into a Mecca of maladministration,
crime and corruption. It is the NP’s duty to take them to task on this, and
we will do precisely this.*?

In making this comment van Schalkwyk appears to support the argument that
corruption is an import of democracy, as opposed to apartheid-era corruption
making any contribution at all to contemporary corrupt behaviour. However, as
Frene Ginwala, the former Speaker of Parliament (1994-2004), points out, to break
with the past may not have been so easy:

In South Africa we inherited an intrinsically corrupt system of
governance...To survive, it created a legal framework that was based on
and facilitated corruption. It has taken years in Parliament to repeal old
laws and introduce even the basic legal framework that would enable us
to deal with corrupt bureaucrats, politicians and police. The private sector
also operated in a closed society and profited by it. There were partnerships
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with international criminals, and the corruption that was built into the
system is very difficult to overcome.®®

Recognising all of this, civil society organisations met on 21 March 2005 (Human
Rights Day) in Pretoria, to formulate policy recommendations to the Second
National Anti-Corruption Summit (22-23 March 2005). Civil society
recommended that the state invest dedicated capacity to investigate crimes of
corruption that took place during apartheid.* This was motivated not to detract
from ongoing anti-corruption efforts, but rather as a simple (or probably more
correctly, complex) matter of justice that, for a number of reasons, could bolster
attempts to counter the corruption we experience today. Following debate at the
conference, the compromise reached was that:

Civil society will prepare a research report on crimes of corruption under
Apartheid and present these to the National Anti-Corruption Forum
(NACF) for consideration within six months.

A draft of this report presented to the NACF at its first meeting after the six-
month period (November 2005). A final draft version of the report was submitted
to the NACF in March 2006. It was again discussed at a NACF meeting in April
2006, where it was agreed that the final report would be released by civil society
after an NACF meeting in May 2006. The report does not purport to be the
definitive guide on the subject—rather, it is an attempt by civil society to point
representatives of all government, business and civil society towards what can
only be considered as the tip of the corruption iceberg.

It also does not attempt to reflect all voices in South Africa’s large and diverse
non-profit sector. Rather, it reflects research undertaken by the Institute for Security
Studies (ISS) Corruption and Governance Programme. A draft version of this
report was presented at a workshop in Cape Town® to members of civil society
organisations (see the Acknowledgements above for details), who broadly endorsed
the main findings. These individuals and the organisations they represent have a
track record of anti-corruption activism, advocacy and research. The organisations
formed a research reference group that also agreed to the project’s Terms of
Reference, including:

e The period under review

The research focuses on the period 1976-1994. This period covers the student
uprising, includes apartheid’s first big corruption scandal (Muldergate) and
concludes with the country’s first democratic elections in April 1994. It is
assumed that this period created a climate conducive to grand corruption, as
it was characterised by growing political uncertainty over the future of white
domination, increased state spending on ‘covert’ military operations,
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economic decline, sanctions (particularly oil and defence since 1976) and
increased state secrecy.

Types of corruption

The research focuses on large-scale corruption (known as grand corruption)
or maladministration involving members of the private sector or functionaries
of the apartheid state. Special attention has been paid to money that may
have been illegally externalised from South Africa (and placed in foreign
banks or invested in real estate etc.), as well fixed assets that belong to the
state (such as houses ), which have found their way into private hands through
an illegal enterprise. Petty corruption (administrative corruption), although
prevalent during apartheid (the pass system, for example, was open to such
corruption), is not the main focus of the study.

Although the study focuses on corruption, it also touches on other economic
crimes that facilitate corruption and did so under apartheid. These include:

» large-scale fraud/white-collar crime;
» exchange control contraventions; and
= sanctions busting (particularly where this is facilitated by corruption).

Focus areas

The research focuses on corruption in both the public and private sectors.
To narrow its focus the following areas were identified as being prone to
grand corruption (involving individuals in the private and public sector) as
they were characterised by large cash flows combined with low levels of
public oversight:

e arms purchases and covert defence funding;

= defence activities (in Namibia and Angola, involving the South African
Defence Force [SADF]);

» activities by members of the Broederbond (‘Brotherhood’);

e corruption involving the executive in both the ‘white’ state and the
‘homelands’;

= exchange control (circumvention of laws);
< 0il purchases by the state; and
= sanctions busting, including activities involving the private sector.

This list is by no means exhaustive but provides a good basis from which to
examine corruption under apartheid.

The report does place an emphasis on acts of corruption involving the
state and its security apparatus. However, mention is also made of the private
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sector, which played the dual role of propping up and benefiting from the
apartheid regime.

The report does not focus on corruption involving members of the country’s
liberation movement inside or outside of South Africa’s’ borders. Of course,
this is not to say that there were not opportunists who abused the struggle
against apartheid for personal gain.'® Such corruption may also have taken
the form of people acting as informers in exchange for cash, pilfering
donations to various organisations or, in the extreme, involvement in drug
trafficking in Southern Africa. Although not trivial, when seen in their
entirety these allegations pale into insignificance in comparison with the
corruption that took place under the watch of the apartheid regime. The
resources at the disposal of corrupt individuals within the South African
state bureaucracy and private sector were vast beyond imagination when
compared to those at the disposal of the liberation movements. It was here
that the real intersection between power and money took place.

Recommendations

Finally, this report makes policy recommendations for consideration by
the National Anti-Corruption Forum and other state and non-state actors
for possible future action.
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Research methods

2.1

2.2

Research challenges

Undertaking research on corruption is notoriously difficult. It is a crime that
almost always takes place where there is little light or probity. As the evidence of
corrupt transactions often relies on paper trails and official records, these are the
first to be destroyed. Where money has been taken abroad, it is either difficult to
document due to geographic distance, banking secrecy provisions or because
attempts are made to hide all traces of bank transfers through trusted money-
laundering schemes. Where individuals are subject to knowledge of corrupt
behaviour they are usually silenced through intimidation, violence or co-option.
Evidence of corrupt activity therefore relies on official investigations, media reports
or whistleblowers. This limited number of sources of information—particularly
the reliance on newspaper clippings—does limit the depth of the research. However,
as noted above, it is hoped that this research will nonetheless be a contribution to
a research field to which others will add.

All these factors present a challenge to any enquiry into the financial crimes
that took place under apartheid. Given the time allocated to the research and
limited research capacity, this report is not intended to be exhaustive but rather
indicative of corruption and related economic crime under apartheid. The research
therefore not only provides answers but also poses questions that only a competent
state investigation with greater capacity and legal powers could answer. These
questions are asked in boxes at the end of each section of the report.

Sources of information

The research is primarily historical in nature, which raises its own challenges, and
draws on the following sources of information:
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e Primary research

In-depth interviews were conducted with over 20 individuals including
researchers (such as TRC researchers), journalists, ‘struggle’ activists,
politicians active in ‘homeland’ and ‘white’ politics, members of the business
community and security personnel (police, defence etc.). Some of those
interviewed have since retired. It is worth noting that a number of
interviewees requested that comments not be attributed to them and they
are accordingly not referenced in the report. This reflects the fact that the
nature of this research is still considered sensitive by many.

e Secondary research

This focused on information collected from various public and private
archival collections. It is worth noting that little exists in the way of official
records of corruption under apartheid. Many of the official records that
were not destroyed prior to 1994 are either accommodated by disparate
departments, the national archive or are held in private collections by officials
who have may kept them out of ignorance. This makes the task of any
research in this field very difficult. Equally important is that some material,
such as official submissions to the TRC, can only be accessed from the TRC
after presenting an ‘access to information request’. Many of these were once
a matter of public record and should (from a public research perspective)
remain so. General relevant information is either to be found in reports of
official commissions of enquiry (often whitewashes, as reflected below), or
in academic papers and books and newspaper clippings. The latter is a rich
source of information and points to allegations throughout the period under
review. Committed journalists were not afraid to investigate allegations of
scandal involving top officials. However, the impact of their investigations
was limited by the number of journalists prepared to do this, the courage of
their newspapers’ owners and the might of the security apparatus and the
laws it used to silence critics.

2.3  Making sense of money?’

It is important to understand that R1 million stolen through corruption in, say,
1976, does not have the same value as it would in 1994 or 2005. This potentially
makes it difficult for the reader to grapple with the relative value of some of the
allegations documented in this report. The report attempts to compensate for this
by providing estimates of the value of the money in 2005. The figures below
should assist the reader with comprehending the relative value of the rand today—
and, importantly, how currency fluctuations and profit would have impacted on

10
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the rand if the money had been kept in South Africa or taken out of the country.
The formula has not been applied to all amounts mentioned in this document and
equally, where it was felt not to be relevant, all three figures are not included. For
ease of reference ‘keys’ listed below identify the three calculations.

The calculations are based on the following questions:

1. What would the 2005 (August) value of a rand be if it was kept in South Africa over
a number of years?

This is calculated by using CPIX (Consumer Price Index) data from two
sources, namely, for 1981-2005, the Economist Intelligence Unit; for 1960-
1980, the December 1987 Statistical News Release published by the Central
Statistical Service (RSA).

According to this calculation R1 in 1981 would be worth R12,62 in 2005.

Key: ZAR2005

2. What would the 2005 (August) value of a rand be if it was invested (conservatively)
in a US Bank account over a period of time?

These figures have been calculated using an average interest rate of 3% per
annum and a currency exchange rate of R6,5 to the US Dollar in 2005.

According to this calculation R1 in 1981 would be worth R16,96 in 2005.
Key: USD-Bank

3. What would the 2005 (August) value of a rand be if it was invested on the New

11

York Stock Exchange (NYSE) over a period of time?

This is calculated by using figures drawn from the NYSE composite index
(last day of the year and at 23 August 2005). A currency exchange rate of
R6,5 to the US Dollar in 2005 is used.

According to this calculation R1 in 1981 would be worth R82 in 2005.
Key: USD-NYSE.
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In summary, this research report set out to try and answer

some of the following questions:

Do we know the true extent of corruption under apartheid?

In what manner did the apartheid system of governance facilitate
corrupt behaviour?

Which areas of the public service and economy were vulnerable to
corrupt behaviour?

Are there known allegations of grand corruption that have not been
sufficiently investigated?

What can be done to ensure that we learn from our past, while ensuring

that justice is seen to be done?

12
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There have been a number of attempts to establish the truth about crimes that
took place under apartheid. These were primarily focused on gross violations of
human rights and the Truth and Reconciliation Commission (TRC) undertook
the bulk of that work. However, a number of investigations (listed below) did
focus on commercial crimes under apartheid, such as corruption. It could be argued
that the two major constraints that any investigation experienced were:

1. The nature of the negotiated transition

South Africa emerged in 1994 from a prolonged period of civil war and
strife as a country that had negotiated a peaceful settlement and the transition
to democracy. It was a recognition of the stalemate of the early 1990s (between
the regime and its opponents) that would, in part, define the nature of the
transition. This meant that certain issues were either too politically sensitive
to be dealt with or may have been part of deals brokered to facilitate the
transfer of power and therefore remained untouched. It remains unclear if
grand corruption under apartheid could be such an area. In addition, in
order for any investigation to prove successful, the assistance of officials in
the previous regime would be required. It was clear that although some
officials quickly backed the new constitutional order, many did not share
such sentiments. In 1997 Moss Chikane (chairperson of the Parliamentary
Public Works programme), commented on the slow process of identifying
state assets, such as houses and land abroad, saying:

Officials in the previous government have been unhelpful in the
extreme...Even before we start looking at what properties the former
homelands bought, we should at least be able to establish what the central
government owned. But we have not...we have inherited an empty house.*®
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At the time of this comment was made, the Department of Public Works
had started the tedious process of compiling a national asset register. It had
(by then) identified over 25,000 buildings, pieces of land and other properties
that did not form part of the original register of approximately 125,000
buildings.®®

. Destruction of the evidence

As Terry Bell and Dumisa Ntsebeza point out in their book, Unfinished
Business:

...tons of files, microfilm, audio and computer tapes and disks were
shredded, wiped and incinerated. In little more than six months in
1993...some 44 metric tons of records from the Headquarters of the
National Intelligence Service alone were destroyed.?

This would translate into approximately 5.5 million standard A4 photocopy
pages of paper.?! The destruction of documents took place on a massive
scale considering that the Presidency, Department of Defence, State Security
Council, Military Intelligence, South African Police (SAP), homeland states
(and their bureaucracies) and front organisations for the security and
intelligence sector also disposed of documents. Bell and Ntsebeza go on to
describe the extent of the destruction and the impact thereof:

There was so much material that the state incinerators could not cope;
the furnaces of private companies, such as steelmaker ISCOR, also had
to be used. Into these flames disappeared the last vestiges of the voices of
thousands of victims. It was a paper Auschwitz...A new eco-friendly
generation would pen their own, private, secrets on the recycled remains
of much of a nation’s memory.?

At the time the then-President, F.W. de Klerk, and later the National
Intelligence Agency (NIS), obtained a legal opinion stating that any
documents marked ‘secret’ should not be archived.® In so doing, evidence
that might have changed the course of post-apartheid politics and given
closure to numerous victims of apartheid were destroyed. Evidence of theft
of money by state officials may well have gone up in smoke over the ISCOR
factory, south of Johannesburg. Some of the evidence may also have found
its way into the garages and safety deposit boxes of individuals, either as a
means to ensure future protection from prosecution and/or to gain an unfair
advantage (possibly through extortion) by monopolising the information.

14
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3.1  Apartheid commissions of enquiry

The use of commissions of enquiry into allegations of corruption and reporting to
Parliament—or more often, the State President—became more frequent from the
late 1980s into the mid-1990s. Of these, the Erasmus Commission into irregularities
in the Department of Information (the Information Scandal) received a high public
profile. However, commissions were also public pressure valves that created the
sense of a state committed to tackling corruption. As the then-leader of the
Progressive Federal Parliament in the white parliament notes: “They were a way
of buying time and covering up the problem. It was one meeting after another and
a waste of time.”? In addition to this, they could also be used to isolate potential
rivals: some believe the Erasmus Commission was designed to ensure that P.W.
Botha could stymie aspirations his political rival, Connie Mulder, had for the
Premiership. However, despite these obvious shortcomings, the commissions did
go some way towards uncovering specific instances of corruption that took place
in the apartheid state and the various homelands. Some of the details that emerged
from these commissions are documented elsewhere in this report. Some of the
relevant commissions include:

e The Commission of Enquiry into Alleged Irregularities in the Former
Department of Information (1978, the Erasmus Commission);

e The Commission of Enquiry into the Alleged Misappropriation of Funds
of the Lebowa Government Service (1989);

e The Commission of Enquiry into the Affairs of the Department of
Development Education and Training (1989);

e The Commission of Enquiry into Certain Alleged Murders Report (1990,
the Harms Commission);

e The Commission of Enquiry into Development Aid (1991);

e The Commission of Enquiry into 1986 Unrest and Alleged
Maladministration in KwaNdebele (1993);

e The Commission of Enquiry Regarding the Prevention of Public Violence
and Intimidation. Report by the Committee appointed to inquire into
allegations concerning front companies of the SADF and the training by the
SADF of Inkatha Supporters in the Caprivi in 1986 (1993, the Goldstone
Commission).

3.2  The Truth and Reconciliation Commission (TRC)?®

The South African ‘miracle’ is the story of compromise over conflict. Well before
the final negotiations were concluded in 1994, two competing claims were being
made for what would be done to deal with the ‘past’ in what would hopefully be
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a peaceful ‘future’. The NP favoured the option of blanket amnesty for all apartheid-
era crimes, while the liberation movements wanted individuals to account for
their role in perpetuating what the United Nations has classified a crime against
humanity. A breakthrough came in 1995 when Parliament passed the Promotion
of National Unity and Reconciliation Act and the Truth and Reconciliation
Commission was established under the chairpersonship of Nobel Peace Prize
recipient, Archbishop Desmond Tutu, in the same year. The TRC was to promote
national unity and reconciliation through the achievement of four objectives during
the 18-month period of its existence:®

< the discovery of the causes, nature and scope of ‘gross violations’ of human
rights between 1960 and 1994;

» the extension of amnesty to those who fully disclosed their involvement in
politically motivated violations of human rights;

« the identification and location of victims of violations and the design of
reparations for them; and

« the compilation of a report, which should contain recommendations for
measures to prevent any future violations of human rights.
The TRC effected its mandate through the following three committees:?’

e the Human Rights Violations Committee;
« the Reparation and Rehabilitation Committee; and

e the Amnesty Committee.

Corruption was never the focus of the TRC. Its focus was the thousands of
applications for amnesty that were submitted and the public hearings on gross
violations of human rights. The loss of life inflicted across the political divide as a
result of apartheid was the focus of what had become a cathartic national process
(although with strong religious overtones).

According to the former Director of the TRC’s research division, Charles Villa-
Vincencio, corruption fell outside of the mandate of the TRC and was therefore
never discussed or seriously considered by the Commission.? The already extensive
mandate of the TRC and its limited resources no doubt also limited the possibility
of extending its mandate.

However, Martin Welz, a seasoned financial journalist and the editor of Noseweek
magazine, described his experience of how difficult it was to get the issue of white-
collar crime and corruption on the TRC’s agenda. Welz, who has investigated and
reported on these issues since the 1970s, approached the TRC soon after it was
established and indicated that he would be interested in undertaking research on
issues such as offshore trust funds.® When finally invited to appear before an
interview panel Welz was told that he would not be suitable for the position. The
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reason given was that, since he had been fired some years earlier from the Sunday
newspaper, Rapport (which had strong links to the National Party), he had a track
record of ‘disloyalty’. Welz was taken aback and is of the opinion that others in
the TRC investigation department had been against his employment. The TRC
probably lost an opportunity to bring on board some expertise to look at an issue
that would eventually only feature peripherally in its final reports.

The TRC not only attempted to establish the truth about individual acts of
terror. It also understood the context in which apartheid era crimes took place.
This led to the establishment of a number of special hearings focussing on the
media, business, prisons, the faith community, the legal system and the health
sector. Many argue that the hearings only touched the surface of the way in which
various professions and sections of society, including South African and foreign
business, propped up the apartheid regime. It did, however, shed some light on
the sectoral responsibility for apartheid.

Many companies either made no submission to these hearings (such as Armscor,
which was responsible for all state weapons procurement during the 1980s) or,
when they did, were criticised for not sufficiently engaging with the past (the
Chamber of Mines, for example, omitted any reference to the migrant labour
system in its submission).* Some of the critics of the TRC argue that it did not go
far enough in holding senior members of the former government, the security
establishment and the business community to account. The TRC process was, of
course, about restorative justice rather than the Nuremburg-type trials that took
place in Germany after the defeat of the Nazi regime.

By sacrificing the ‘lower’ and ‘middle managers’ of apartheid (the policemen,
soldiers and others who were rightly implicated in the system), the top end of the
apartheid elite were left to while away their days in holiday homes along the
country’s coastline (such as P.W. Botha, who retreated to his villa in the aptly
named resort town of Wilderness). Many of these individuals, including leaders in
business, have never accounted for all their crimes, nor did they apply for amnesty
for offences they might have committed, refusing in some instances even to co-
operate with the TRC. This should not, however, detract from the fact that the
TRC did help thousands of victims of political violence to find some answers to
what had happened to loved ones and thereby contributed to the process of national
reconciliation in South Africa. According to Zenzile Khoisan, a TRC researcher:

As a start it was good, it was auspicious and audacious. It held open the
door of promise to those who have been harmed by history. But it is up to
us who live in the aftermath of the nightmare to wake gently and work
tirelessly to realise the substance of that promise.®
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3.3  Apartheid corruption investigations post-1994

There are very few examples of state funded public investigations of apartheid-era
corruption since 1994. It is important to recall that the democratic state was
immediately forced to deal with the legacy of apartheid, including evidence that
the incidence of corruption had apparently not abated.

Some of the investigations into specific instances of corruption include:

The Commission of Enquiry into the Alleged Smuggling of, and Illegal Trade
in, Ivory and Rhinoceros Horn in South Africa (1996): The Kumleben Report
focused on ivory smuggling involving members of the SADF before 1994
(this is discussed elsewhere in this report).

The Commission of Enquiry into Alleged Irregularities or Malpractices
Regarding the Allocation, Leasing, Alienation and Transfer of Certain State
Land (1997): This focused on areas in the former provinces of Natal, Transvaal
and the Cape.

The Heath Special Investigations Unit (as the Special Investigations Unit, or
SIU, was known before Willem Heath’s departure), was also reported to
have investigated acts of corruption predating 1994.%

The South African Police Service (SAPS) and arms of the National
Prosecuting Authority (NPA) have investigated alleged instances of
corruption involving individuals such as Dr. Wouter Basson, who was
involved in the apartheid state’s chemical and biological warfare programme
(this is described in more detail elsewhere).

In 2003, the Minister of Finance, Trevor Manuel, announced a government
foreign exchange control amnesty. Although not an investigation, it did
prompt the identification of over R68 billion in assets held abroad and
government netted R2.9 billion in levies through that process.

The state, through the National Intelligence Agency (NIA), other special
presidential task forces or other means, has also investigated corruption that took
place during apartheid.

The Thabo Kubu Unit: This intelligence operation was eventually shut down
when a number of its members themselves became embroiled in allegations
of fraud, theft and corruption. The unit, headed by NIA operative Thabo
Kubu, was “apparently set up to recover money said to have been taken out
of the country as slush funds for intelligence operations during the apartheid
years, and capital smuggled out of the country prior to 1994.”% Allegations
in the press were that this 15-person unit, which was at one time based in
Sandton and operated as Mhlanga (or Umhlanga) Rocks Transporters CC,
had misused as much as R3 million allocated to it.* Despite this awesome
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responsibility, questions were raised about the choice of personnel selected.
The unit is alleged to have included among its members characters such as
Rian Stander, a former security policemen linked to apartheid-era Civil Co-
operation Bureau (CCB) operative Craig Williamson.*® Membership of the
unit was also alleged to include a known fraudster, who had once attempted
to pass himself off as the President of Portugal to a small Boland town.
According to Dirk Coetzee (who blew the lid on the CCB in the early 1990s
with the help of the VVrye Weekblad newspaper), the unit, which was disbanded
very shortly after he joined, *...was a joke, | could see that when 1 first
walked in there.”*® To add substance to this, a member of the unit was fingered
by the SAPS for his involvement in a R180 million scam following the unit’s
suspension in mid-1998.3" There is no evidence that this special unit ever
managed to track down money that had been taken out of the country;
rather, it became a burden on taxpayers through its alleged corrupt dealings.

« The Presidential Investigations Task Unit (PITU): This unit was established to
investigate high-profile organised crime, with a focus on alleged mafia member
and convicted fraudster, Vito Palozollo. It was also disbanded following
infighting and allegations of corruption.

» Itwasalleged by some individuals interviewed that the Executive, authorised
an investigation by a private company that tracks stolen assets internationally.
This allegation has not been substantiated. This is alleged to have taken
place in the late 1990s or the early part of this decade and was allegedly
aimed at tracking public money that had been moved abroad. It is believed
that the company was unable to trace any assets.

It is possible that intelligence operatives within the liberation movement have
undertaken investigations. If so, these records may either be with the individual
operatives who undertook such investigations or may be contained in the current
national intelligence archives.

Although speculative, it has also been argued by some that in the lengthy period
of negotiations in 1994, deals were not only struck at a political level but possibly
also at a personal level between individuals of the old and new orders. This could
have taken the form of promises not to release compromising information (held
by apartheid security agents about informants, for example) or possibly bribes
(often in the form of gifts). Individuals active in organised crime or those wishing
to secure continued access to public contracts from a government-in-waiting
potentially corrupted individuals even before they had been elected or appointed
to public office.
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This section raises an important issue:

Attempts to investigate apartheid-era corruption appear to be
piecemeal and have not led to many high profile prosecutions since
1994, raising the issue of unfinished business that should be addressed.

It also raises some important questions:

- Why have allegations of corruption under apartheid never been
investigated through a state body other than intelligence agencies?

- Has the state invested any assets into investigations since the Kubu
Unit was closed down?

- If so, what were they looking for and have they managed to trace any
stolen funds?

- Are there presently any plans to continue such investigations?

- Should there be call for individuals to open their private archives and
share information they have with the state?

- Greater access to information—such as TRC documents—has to be
secured for those undertaking research on South Africa’s past.
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4.  Corruption, colonialism and the apartheid state
(1652-1976)

Although this report focuses on the period from 1976 to 1994, it is important to
contextualise corruption, thus the examination of the preceding era. This is equally
relevant to help understand how corruption before 1994 affects South Africa today.

White supremacy in South Africa has always been premised on greed and
corruption. Ideology has often been misused as a pretext for what constitutes
corrupt behaviour. The first attempt by Europeans to ‘settle’ at the Cape was a
decision of the Dutch East India Company—a forerunner of modern-day
multinational corporations—which required a replenishment station that would
aide its business forays to the East and to Indonesia in particular. The success of
the station at the Cape of Good Hope required the subjugation of local inhabitants,
to the benefit of the company’s Dutch headquarters.

The subsequent British colonial administrations were no less subtle when wars
were raged and people subjugated (both black and white) in order to acquire access
to the country’s wealth of minerals and land. Although sharply critical of the
white English for entrenching poverty among white Afrikaans-speakers, Prof.
Sampie Terreblanche points out that some more introspection is required. As far
back as the nineteenth century, ‘Notables’, such as Generals Botha, Cronje, Koos
de la Rey and others, had as many as 20-30 large farms. The Transvaal in the late
nineteenth century was a feudal society in which the VVoortrekkers each ‘received’
a farm for which they had to pay regular tax. However, when they defaulted on
their tax payments, the farms were put up for sale. With the connivance of the
local Landrost (magistrate) the ‘Notables’ were often the first to be informed of
such sales and so they became landlords with many farms in their possession.
When gold was discovered, many of them would become involved in corruption.
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After the end of the South African War (1900-1902) the political leaders of the
‘Notables’, such as Generals Botha and Smuts (both later Premiers of the Union
of South Africa) entered into political deals with the British. This was the beginning
of the so-called ‘bloed SAPe’ (members of the South African Party), who would
make way for the rising force of Afrikaner Nationalism in the second half of the
twentieth century.

Another historical text indicates that:

One of President [Paul] Kruger’s three sons was his private secretary. A
son-in-law of his, C.F. Eloff, was a businessman who was granted several
(government) concessions, namely business monopolies of one kind or
another.*

Writing in 1899, Hillegas notes that “Eloff was several times a millionaire”.*
At the time reference was also made to a secret ‘third Volksraad’ (a second
Volksraad, or Assembly, existed to represent ‘foreign’ whites), which was an
undercover group of businessmen who secretly controlled the economy and of
which the aforementioned Eloff was said to be a ‘member’.*

Following the bloody South African War, the Union of South Africa, under
British imperial rule, cemented the white dominated political system for the next
50 years. The two former British colonies and the Boer ‘free’ states constituted
the provinces and territory of this new state. A white parliament was elected with
an upper house (Senate) that included representatives of the majority black,
coloured and Indian South Africans. The nascent white state, with the approval
of its imperial overlords, systemically used power to corrupt. The 1912 Land Act
placed 87% of the country’s land in the hands of 13% of the population. This
served two purposes: ensuring white domination of the agricultural sector and
ensuring that black South Africans were forced to move to the cities where labour
was in short supply in the county’s mines. This situation suited the emerging
mining companies, including the forerunners of the latter-day de Beers and Anglo
American. These crony capitalists were the beneficiaries of political patronage
resulting from the convergence of interests between the business and political
elite in the country.*

When the NP came to power in 1948 it deviated from the system of British
colonial rule in that it wished to swell the ranks of those who benefited from the
oligarchy to include working-class white Afrikaans-speakers. However, it had no
intention of extending it beyond this group.

One of the first problems the NP faced in 1948 was that it had won the elections
with a majority of seats (based on a constituency system) but without a majority
of votes. Party leaders were well aware that they would need to grow their electoral
support in the next election and for that, the NP required funding. In such an
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environment political parties are vulnerable to outside influence. The NP soon
started a drive for funds and it is believed that the emerging white Afrikaans capital
became the conduit for party support and fundraising.*® Large corporations that
were close to the NP at that stage included Genkor, Sanlam, Nasionale Pers,
Rembrandt and others. At the same time there was a noticeable toenaadering
(drawing together) between the NP and the English business establishment. It was
during this time that people such as J.F. Klopper, the leader of the Broederbond,
and Nico Diedrichs, the Minister of Finance and later leader of the Broederbond,
and some of the staunchest Afrikaner (national) socialists became darlings of the
Chamber of Mines when the creation of an ‘Afrikaner’ mining group, Genkor,
was accepted as a pay-off for not nationalising the other ‘English’ mines.* Parallel
contact was also sought with foreign capital, such as large construction companies,
who conducted work for Eskom. At one point in the 1960s it was suspected that
a large part of the top echelon of Eskom, together with individuals such as Klopper
and Diedrichs, used their political leverage to secure contracts for large
multinational corporations.®

What differentiates the early apartheid state from later years is its efficiency in
ensuring that those who benefited from the system were not only the top leadership
and their families. Hundreds of thousands of individuals would be afforded access
to state grants, free education and job reservation at the expense of the majority,
ensuring that the patrimonial network was comparatively massive. The
beneficiaries were not all white, as elites within other communities were also
bought off in this process. It was a system, however, that relied on a number of
key tenets for its survival:

< blind acceptance of party authority from beneficiaries of the system;

= successful repression of those who questioned its legitimacy (both within
and outside the network); and

= an acceptance that apartheid’s beneficiaries were not allowed to become
‘too greedy’—the creation of an elite within the group could eventually result
in the alienation of working-class supporters.

The third element, the necessity for class solidarity within the ranks of white
Afrikaans speakers, lay at the heart of the support the NP received from working
class voters in 1948. However, it was access to capital and power— and the inevitable
abuse of such power to accumulate more capital—that would deepen the faultlines
that already existed within the white Afrikaans community. Corruption entrenched
class differences between a growing groups of ‘haves’ and working-class supporters
of the NP, who relied on job reservation to secure jobs in the public sector. The
difference in quality of life is apparent to any observer who drives from the rich
(primarily) white suburbs to the east of Pretoria (a city that was once the engine-
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room of Afrikaner nationalism) across the city to the working-class (primarily)
white suburbs to the west. The discrepancy is still not comparable to the wealth
gap between the wealthy and the black working poor. However, it would also be
true to say that the aspirations and lived experiences of white Afrikaans speakers
on both sides of Pretoria differ dramatically. Corrupt behaviour played no small
role in this process, as discussed elsewhere in this report.

The NP dedicated a large amount of money to (white) social spending from
when it took office in 1948. However, by the 1960s the NP’s focus shifted to the
concerns of the large farmers and Afrikaner industrial sector. From then on the
NP was in the grip of Afrikaner capital and, increasingly, also English capital.*
The locus of interest for the ruling elite started to shift away from volk towards
that of capital.

This is mirrored in the rise of an Afrikaner haute bourgeoisie (the Afrikaner
nouveau riche) by the late 1960s. Evidence of the growing position within white
society of this class can seen in the fact that per capita income of white Afrikaners
increased from 50% of that of white English South Africans in 1948, to 75% by
1975. Although all whites made progress at that time, it was the top 20-30% of
Afrikaners who became extraordinarily rich. It was these people who, together
with a white English elite, began to pull the strings in South African society.*

Welz argues that the real rot (in terms of corruption) set in with Verwoerd,
who maintained control by doing deals with corrupt elements. This coincided
with a shift whereby the urban elite displaced the rural (agricultural) elite in
positions of influence and control. Terreblanche places this slide slightly later,
with the advent of B.J. Vorster’s presidency. He is:

...alleged to have started some of his cabinet meetings by sending out details
of recent land bankruptcies in the Transvaal (province) to inform Ministers
about the availability of farms in the farm market.*

This has an uncanny resemblance to the dealings between the ‘Notables’ and
the landrosts described earlier in this report.

An allegation of corruption in the late 1960s involved a businessman called
Agliotti, in what became known as the Agliotti Affair. O’Meara notes that he:

...bought land at the end of Jan Smuts International Airport [now
Johannesburg International] for R5 million [ZAR 2005=R212 million],
selling it back to the state for R95 million [ZAR2005=R4,028 billion]
shortly thereafter. The Sunday Times campaigned unsuccessfully for years
for an enquiry into ministerial collusion. Agliotti was eventually obliged
to return much of his profits to the state.*
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Corruption in the late 1960s and 1970s appears crude compared with the
sophistication of the 1980s, which saw a clampdown on access to information
under the Botha imperial premiership. Within Afrikaner society there were also
many pressure groups, such as the wine farmers, represented by KWV, who used
their close proximity to Parliament to ‘take people to parties’ and provide them
with a quota of wine annually—this continued in the immediate post-1994 period,
when MPs had access to cost-price wines. Similarly, the large white landowners
further north were equally effective in lobbying by taking ministers on hunting
trips in winter, a practice that started in earnest in the early 1970s.%° These were all
subtle forms of influence buying that could be compared with contemporary private
sector-subsidised golf days for politicians and public sector officials.

The growing nexus between private capital and political power apparent in the
1970s is exemplified in a case of alleged property speculation. The NP elite in the
Cape Province became embroiled in a deal surrounding the creation of new seaside
holiday resorts. They had effectively reversed an earlier decision (made by the NP
government) not to allow any more resorts to be built and favoured a scheme
whereby a private investor (with backing from the Trust Bank) would sell holiday
homes to working class Afrikaners. They were, however, unable to make their
bond payments and the Trust Bank faced financial ruin through this enterprise.
In order to save the NP and its leadership in the Cape huge potential embarrassment,
it is alleged that Sanlam, the life insurance company, was convinced to bail out
Trust Bank in order to prevent a potentially catastrophic political and economic
fall-out.™

In parallel, freedom of political association, movement and the press were
increasingly curtailed by the state machinery. So, too, were other checks and
balances hemmed in. One example is that “...the Auditor-General’s reports stopped
routinely detailing malfeasances after 1967".%

Some of the important issues raised in this section include the
following:

- Corrupt behaviour in South Africa has been both systemic and for
centuries also perpetrated by individuals within the dominant class.

. The twentieth century saw the rise of crony capitalism and the general
blurring of lines between party and state.

. The issue of private funding of political parties—the nexus between
private capital and political parties—has always been vulnerable to
corrupt behaviour in South Africa.
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The insiders: The Broederbond

A key tenet of the apartheid state was secrecy. This manifested itself in the creation
of secret organisations such as the Broederbond, a group of white male Afrikaner
Nationalists that numbered 12,000 by the late 1970s (almost all loyal members of
the NIP), who were the invisible hand directing NP policy and who held enormous
influence over government policy and its implementation.®® The mere existence
of such a secret society, with unparrallaled power within the state, questions the
often-held assumption that the white state was democratic. If anything, it was
manipulated by a secret elite. This caused a crisis of conscience for a few leading
members of the Afrikaans clergy, such as Beyers Naude, who resigned from the
Broederbond and suffered the personal and political consequences.

In such an environment, highly vulnerable to the abuse of power, the idea of
transparent, accountable government would be extremely difficult to implement.
The Broederbond was established in 1918 and operated through front organisations
such as the Federation for Afrikaans Culture, seeking to ensure domination of
South Africa by white Afrikaans-speaking members of the NP. It could count
among its membership (secret at the time and controlled through a cell-like
structure), every NP President from D.F. Malan to F.W. de Klerk, as well as three
State Presidents.* In addition, most Cabinet members, military leaders, heads of
Afrikaans-speaking universities (including rectors and professors) and of the South
African Broadcasting Corporation (SABC) were broeders (‘brothers’). Leaders of
white Afrikaans clergy, teachers and established farmers also featured prominently
amonyg its membership. This small group of people wileded tremendous influence
and power within the state, parastatels, Afrikaans universities and the private sector.

Ivor Wilkins and Hans Strydom exposed this organisation in their 1980 book,
The Super-Afrikaners. The Broederbond had become the preserve of the wealthy
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and powerful among the white Afrikaans elite. In 1968 the first Chairman of the
Broederbond, H.J. Klopper, proclaimed at the organisation’s 50th anniversary:

Do you realise what a powerful force is gathered here tonight between four
walls? Show me a greater power on the continent of Africa! Show me a
greater power anywhere, even in your so-called civilised country!®

Such ‘power’ may well have translated into opportunity: Broeders were likely
to be among the first to know of forthcoming large government procurements
and of where universities and harbours were to be built (an advantage for property
speculators). Efforts were made to stack the public service with broeders who shared
similar values of racist nationalism.

According to Prof. Sampie Terreblanche, a former member of the Broederbond,
what was initially networking created opportunities for “circles within circles”.
A similar argument can, of course, be made about other exclusive ‘clubs’ that are
the preserve of the elite—golf clubs, country clubs, the Freemasons etc. However,
the Broederbond was different in that it had a near monopoly on political power.
This, combined with its support for white capital, meant that it had the power to
set policy that would direct the thinking of the NP and ultimately the white
Parliament and Cabinet. It became the hidden hand that steered the white
establishment and was perhaps only paralleled in power and influence by P.W.
Botha’s State Security Council in the 1980s (discussed below).

By the 1970s the Broederbond had fulfilled its 1918 mission of alleviating
Afrikaner poverty. The organisation had become a powerful network of patronage,
which meant that Broeders had access to contracts and to quotas where the Minister
had discretionary power.> Author Hennie Serfontein goes on to argue that the
Broederbond was originally an “underdog” organisation concerned with the
interests of impoverished Afrikaners. However, once a significant part of the
Afrikaner community became wealthy it continued to promote Afrikaner
interests—i.e. the interest of the “top dogs”. Terreblanche argues that when a “top
dog” organisation acts as if it is still involved with the interest of the “underdogs”,
it is almost inevitable that a culture of nepotism and corruption will set in.%®

According to Serfontein, as early as the 1940s the Broederbond had a system
called help mekaar (‘help one another’). Through the network of about 800 cells
throughout the country, information about vacancies in almost every field of
employment was sent to the head office in Johannesburg. These ranged from
vacancies in public bodies and the professions to openings for tailors and
shoemakers.®
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Some important issues raised in this section:

- There is an inherent propensity for corruption to flourish in closed and
secretive systems.

- The Broederbond was a powerful and influential group and was most
likely the scene of deal making and patronage between members.
- It is unknown whether, during the negotiations preceeding democratic

rule, the Broederbond and others supported amnesty for certain crimes
committed under apartheid, including corruption.
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The Information Scandal

Between 1977 and 1979 scandal raged in apartheid South Africa. The Prime
Minister, Balthazaar John (B.J.) Vorster, had authorised secret funding to the
Orwellian Department of Information to wage propaganda wars at home and
abroad. This included establishing publications such as the government mouthpiece,
The Citizen, and attempts to purchase established foreign newspapers, such as the
Washington Star, in an attempt to ensure that the apartheid state received better
press around the world.
The central figures in this enterprise included:

The Prime Minister, B.J. Vorster, who kept information of the slush fund
from (some) of his Cabinet colleagues;

The Minister of Information, Connie Mulder, who was tipped to succeed
Vorster as Prime Minister;

His number two, Dr. Eschel Rhoodie, head of the Department of
Information, who was involved in spending the Department’s money;

‘Lang Jan’ Hendrik van der Berg, the vicious Head of the State Intelligence
Service, the Bureau of State Security (BOSS). Funds for the Department of
Information’s secret slush account were at first diverted from the BOSS
budget and later from the Department of Defence’s secret accounts (which
were kept secret by law);

The Minister of Defence, P.W. Botha, who later claimed that he “strongly”
disapproved of the Secret Defence Fund being used in this way. It is alleged
that this powerful Minister had the ability to stop it, should that really have
been his wish. In his account of the scandal, published in 1983, Eschel Rhoodie
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maintained that both Botha and General Malan knew full well about the
activities of the Department of Information and had agreed to these
throughout.®® He goes as far as to reproduce a note from Botha to Mulder
acknowledging how much money would be transferred from his budget to
the Department of Information that year;

« The Minister of Finance (and later State President), Nico Diedrichs, is thought
to have known of the existence of the slush fund (Diedrichs is discussed in
more depth in this section). The Treasury was kept in the dark about the
secret account; and

e Louis Luyt, a private businessman who was the one-time fertiliser king and
later became the rugby supremo in the 1990s. Luyt had acted as the conduit
for the purchase of The Citizen, one of the Department of Information’s
loss-making assets.

Importantly, the rest of the white Cabinet, white Parliament and its electorate
were kept in the dark.

This was to change in 1977 when Rand Daily Mail (RDM) journalists Chris
Rees and Mervyn Day were approached by a ‘deep-throat’ with information that
would lead to a scandal known as the Information Scandal, or Muldergate.®
Whether an honest bureaucrat leaked the information or if it was part of internal
National Party machinations is not known, but evidence started to emerge of the
vast sums of money and the gilded lifestyles members of the Department of
Information enjoyed. Importantly, Day and Rees also learnt of allegations that
Rhoodie had, for example, spent R320,000 (ZAR2005=R5,9 million) on
publication of a book that was meant to cost half that amount.® In April 1978, the
RDM reported that Rhoodie had admitted that his Department had:

...spent R10 million [ZAR2005=R187 million; USD-Bank=R26million;
USD-NYSE=R827 million] in foreign currency annually and for some of
this he did not know if he had the authority of the Reserve Bank.®

The full extent of the money available to the Department of Information is not
known because the Secret Defence Fund was used, in part, to channel the money
and details of this account have always been kept secret. Only a handful of the
suspected over 130 ‘projects’ undertaken by the Department of Information (such
as buying publications) were ever revealed—and it is suspected that the majority
continued to function well into the Botha presidency. A surprising revelation was
made in September 2000 on the CBS programme, 60 Minutes, by a renowned
Hollywood producer, Arnon Milchan. Prior to making blockbuster movies such
as Pretty Women, Free Willy and The Fight Club, Milchan was an arms dealer for
the Israeli government (as an Israeli citizen).* It is worth remembering that
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apartheid South Africaand Israel co-operated closely on the development of nuclear
and conventional weapons for a number of decades. In the 60 Minutes interview,
Milchan reportedly disclosed that he had worked for the South African state and
that he “used a $100-million fund to buy off politicians and unsympathetic media”.
This was a massive amount of money (ZAR2005=R1,8 billion; USD-Bank=R2,6
billion; USD-NYSE=RS,27 billion) and points towards the types of resources
that were available to defend apartheid. It also gives a picture of the extent of
funds that officials in the Department of Information (and more importantly,
those who had access to the Secret Defence Fund) had at their disposal. Given the
amount of money involved it is also questionable if all of it was spent on its
originally intended purpose. It is also not clear if this was just one of many such
funds that the Department of Information or the South African government
controlled at the time.

The Information scandal was probed by the Auditor-General, a one-man
commission headed by Judge Mostert, and finally by the Erasmus Commission,
which is accused of having not probed the matter sufficiently. Ten years later a
retired member of the bench, Judge Hiemstra, would slam the Erasmus
Commission for being “unequalled in the number of blunders it made,” describing
it as “a means to remove the Information Scandal from the arena”.®

Hiemstra questioned the wisdom of appointing a provincial judge to head up a
commission in a scandal that implicated the State President, the Prime Minister, a
series of other Ministers and senior public servants. He also challenged the merit
of appointing two public servants to undertake investigations in a case that
implicated senior members of the public service.®® From the findings of the
Commission it was also clear that it did not undertake its work without
intimidation from the likes of van der Berg, the head of BOSS, who did not mince
his words when appearing before the Commission:

I really want to tell you...that I can do the impossible...1 have enough men
to commit murder if I tell them...to kill. 1 do not care who the prey is or
how important they are. These are the types of men that | have. And if |
want to do something like that to protect the security of the state, nobody
would stop me. | would stop at nothing.®’

He had effectively warned the Commission that he was beyond the law.
Although commissions of enquiry are meant to signal the beginning of attempts
to tackle issues such as abuse of office, as epitomised by the Information Scandal,
the attempts to investigate this scandal signalled, in reality, the end of any attempt
at probing the myriad of secret accounts that would grow under the tenure of
P.W. Botha’s Presidency.
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Soon after the official enquiries were closed many of the central characters
moved on. P.W. Botha survived the scandal to become Prime Minister and later,
Executive State President. Eschel Rhoodie and Connie Mulder left public office
and later public life. General van der Berg also left unscathed—but the brutal
activities of his hated BOSS (and its involvement in fraud) would later probably
inform the activities of the CCB. His old friend B.J. Vorster resigned as Prime
Minister. Before the final report of the Commission was released, Dr. Nico
Diedrichs, the State President at the time and former Minister of Finance, had
died, taking his knowledge of many secrets (and possibly bank accounts) to his
grave.

Some important issues raised in this section:

- Did the Erasmus Commission ever uncover the true extent of the
Information Scandal?

. Do we know what happened to the remaining Department of
Information funds that were held abroad?

- Was P.W. Botha privy to information on the true extent of the Information
Scandal? If so, should he not, as the Minister of Defence at the time,
share responsibility for it as the responsible accounting officer?

- Do we know if the Department of Information’s funds were ever used
to finance activities of the National Party?

Dr. ‘Gold’ (finger)

Dr. Nico Diedrichs served for 20 years in the Executive as Minister of Economic
Affairs from 1958-1967, Minister of Mines from 1961-1964, Minister of Finance
from 1967-1974 and finally, as State President, by then a largely ceremonial
position, from 1974-1978. A Broederbonder since he was young, his position as
State President was secured through Broederbond support.®® Admired during his
tenure by many in the press, he was nicknamed ‘Dr. Gold’ for his unwavering
belief in gold, then an essential part of the South African economy. Helen Zille
(now a Demaocratic Alliance MP) reported at the time of his death in the RDM
that “His economic brilliance brought him recognition from all over the world”.*
The Sunday Times pondered if this was “the richest politician since Rhodes”, given
that his assets were valued at R744,000 (ZAR2005=R13 million), excluding the six
companies he owned.” Neither his fame nor his fortune would last for very long.

32



Information, blood and gold

6.3

By December 1978 allegations surfaced regarding his involvement in property
speculation with a company called Glen Anil. The most spectacular of many deals
he concluded while serving as State President took place in 1975, when he sold a
piece of land for R125,000 (ZAR2005=R3,2 million), which amounted to 62 times
the purchase price of R2,000 two years earlier.”* Glen Anil was considered a blue
chip township developer and had a prestigious board, including non-executive
director Michael Katz (the latter-day tax guru). The ‘investment’ was alleged to be
bribes paid to Diedrichs. According to a story published by former Finance Week
editor, Alan Greenblo, in 1999, he had wind of the story for some time.”> An
article was prepared and presented to Diedrichs for his comment and he asked to
see Greenblo (then at the Financial Mail) and his editor. Diedrichs allegedly never
denied the story but by the end of the nearly four-hour meeting at the Union
Buildings, he had pleaded that the press should not bring his name into disrepute
and finally warned that he would charge them if they attempted to bring the
office of the State President into disrepute. The then-editor of the Financial Mail,
who attended the meeting, eventually decided that he did not want to face
prosecution for publishing the story.

Diedrichs was later implicated in a steel scandal involving Iscor”™ and a massive
land acquisition that would, coincidentally, some years later be purchased to
develop Hoedspruit air force base (in Limpopo province).” His estate was
eventually declared bankrupt as he owed money to everyone from meat barons to
diamond companies—a reflection of his healthy appetite for credit and his
connections to various influential lobbying groups.

Two mysteries

6.3.1 The Swiss bank account
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However, there was more to come in the way of revelations. In 1980 retired Judge
Joe Ludolf (a ‘hanging’ judge who sent the so-called Johannesburg station bomber
and freedom fighter John Harris to the gallows in the 1960s) informed the RDM
of a R28 million secret bank account held in Switzerland (USD-Bank=R475
million; USD-NYSE=R2,3 billion). The bank account was said to be linked to
Dr. Nico Diedrichs.

It was alleged that Diedrichs, as Minister of Finance, had agreed to moving the
base for South Africa’s gold sales from London to Zurich in the 1970s on condition
that a small amount (possibly US 10c per ounce sold) would be transferred into a
private account.” This would probably not have been too far fetched, as other
‘commissions’ in the natural resource sector such as the oil trade work on similar
kickbacks.
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Alister Sparks, the then-editor of the RDM, travelled to Switzerland and made
two deposits into a numbered Swiss bank account (no. 187-613-L1 E) totalling 50
Swiss Francs. The main branch of United Bank of Switzerland (UBS) in Zurich
accepted both these deposits. On the same occasion Sparks spoke to the former
chairman of UBS, Dr. Saager, who commented: “I was a very good friend of Dr.
Diedrichs and I will not do anything that will raise matters again that will harm
him”.”® His comment was in line with the Swiss banking policy of ‘don’t ask,
don’t tell’ at the time.

After huge public outcry the Advocate-General eventually launched an
investigation that completely exonerated Diedrichs. The secret account belonged
to a Mr. David Mort and contained as little as R500 (ZAR2005=R7,200)."
However, it was also clear that Mort was a friend of Diedrichs and a former business
associate of his family—a matter largely ignored by the Advocate-General at the
time. The Advocate-General could also not find any details of the deposits made
by Sparks, which raised eyebrows as Sparks published the deposit slips on the
front page of RDM.

At around the same time (1980) a story broke that the Erasmus Commission,
which investigated the Information Scandal, had probed an alleged secret Swiss
Bank account which was supposed to contain R128 million (USD-Bank=R2,1
billion; USD-NYSE=R10,5 billion).” It seemed impossible to shake the story
that money was being stashed abroad and that Dr. Gold was linked to this in
some way.

The mystery deepened when it was revealed that a safety deposit box Diedrichs
had opened at VVolkskas Bank months before his death was found empty only
three weeks after he died.” What evidence had been whisked away? Did Diedrichs
own a foreign bank account to conceal stolen assets, or did it belong to others
within the ruling elite (including the Broederbond)? This is not known but as
Minister of Finance Diedrichs spent months at a time travelling abroad, particularly
to see South African creditors in Europe (including Switzerland). In 1974 the NP
rag, Die Vaderland, described him as South Africa’s “son of the clouds”, who
travelled a half a million flight miles per year.®

It was clear that the NP government had little interest in pursuing the matter
much further: it had been bruised by the Information Scandal and didn’t need
another scandal.

According to journalist and author Alister Sparks, he gave photocopies and
details of the Swiss transfers to the former Minister of Justice, Dullah Omar, in
1995/1996. He is not aware if the Minister requested any further investigation
into the matter as he made no further mention of it. Sparks still believes that there
is a strong possibility that there is a lot of money in the Swiss banks, but expresses
the concern that inactive accounts become the property of the bank after 30 years.

34



Information, blood and gold

Questions remain about the bank account and whether it was linked to the
mysterious ‘Smit murders’ in 1977.

6.3.2 The Smit murders
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Robert Smit, a bright, ambitious former South African representative to the
International Monetary Fund, was found slain with his wife in his home in Springs
in 1978 together; both were riddled with bullet and stab wounds. The mysterious
words, ‘Rau-Tem’, were sprayed on the wall of their kitchen. Smit was a NP
parliamentary candidate in Springs and his brutal murder made the headlines.
One theory about his murder is that Smit was on to something, possibly involving
foreign bank accounts; he indicated to one of his closest colleagues shortly before
the murder that he was planning to drop a bombshell that would “rock the nation
and go straight to the top”.® Smit is alleged to have visited B.J. Vorster some
months before his death to disclose secret information and some newspapers
speculated that he was part of a government probe. This was something P.W.
Botha denied at the time.®

During the years that followed, extensive investigations were undertaken by
the police but the murder remains an open case as the killers have never been
found. Itis widely believed that the murders were probably an assassination, linked
to information Smit had collected. A former BOSS agent, Gordon Winter, who
would later flee the country, confirmed the assassination to journalist Alister
Sparks.® Winter had worked for Sparks at the Sunday Express for a while although
Sparks suspected Winter of being a spy, which he later confirmed. In approximately
1979 (when Sparks was editor of the RDM), Winter arrived at his house one evening
and claimed that the police were trying to kill him as he planned to write a book
about BOSS. Winter spent the entire evening in discussion with Sparks at his
home and admitted that he had been the ‘cleaner’ (the person responsible for
removing any incriminating evidence from a crime scene before the police arrive)
for the Smit murders. He eventually left after daybreak, abandoned his car at Jan
Smuts airport and boarded a flight to Ireland, never to return to South Africa.

The Smit murders were again raised at the TRC in 1997 but no further evidence
was produced that could assist the Commission. The Commission did conclude
that the murders were politically motivated and a gross violation of human rights,
and not just a criminal act. The TRC report went on to say that the murders were
likely to have been perpetrated by members of the security forces. It also believed
that “explosive information” may have led to the assassination, which may have
been linked to massive corruption in the government, the nuclear programme
and the sanctions-busting programme of the state.®* However, it was clear that
those involved were still around and had much to hide. At the time of the TRC
investigations the daughter of the Smit family (one of two surviving children)
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reported that she had received “numerous death threats” and was promised a
“couple of million rand” to buy the family’s silence.®

In the early 1990s, Eschel Rhoodie, who was linked to the Information Scandal,
indirectly shed some light on the issue in an interview with Noseweek magazine.®
He points to the fact that Smit may have come across a contingency fund for a
government-in-exile that was held in an overseas bank account. Such an account
would serve to assist the white regime should it be forced to flee South Africa due
to war or revolution. According to Rhoodie, the Secret Defence Fund, when not
a laundering house for Department of Information activities, was used to procure
weapons abroad. However, he noticed in the 1970s that a massive amount of
money was lost due to “fruitless expenditure”. He explained:

We figure out that, even with all the mark-ups which one must have when
buying in secret, even allowing for third parties who are always involved
in the process of covering your tracks, allowing for excess commissions and
bona fide fruitless expenditure, that about R200 million more was going
out each year (USD-Bank=R3,4 billion; USD-NYSE=R16,5 billion). That
was just a ‘guestimate’. But even if we were way off by R50 million a year,
there could be a fund sitting out there amounting to a billion or two. If
not, our buyers have been milked to the point where they are the biggest
suckers in the world. And | don’t believe our people are that stupid or
unqualified.?’

Unanswered questions:

- Why was Nico Diedrichs allowed to retain senior office for so long,
even when he had a track record of involvement in corruption and
other shady deals?

- Did the ‘Diedrichs’ Swiss bank account ever exist and if so, what
happened to it?

- Do any other foreign bank accounts still exist (for a government-in-
exile or as an overseas slush/defence fund)? What happened to these
accounts after 1994?

. Why were Robert and Cora Smit murdered?

. What secret information did Robert Smit have that caused his daughter
to still receive death threats 20 years later?
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This section describes some of the many scandals that characterised the presidencies
of P.W. Botha (1978-1989) and F.W. de Klerk (1989-1994). It excludes three case
studies that are discussed separately because of their importance. They are:

e the Homelands;
» defence spending and the SADF; and
» foreign exchange fraud and sanctions busting.

It is argued that, although the Information Scandal was not the largest financial
scandal during apartheid, the NP learnt an important lesson from it, which was
about how to cover up information. The eleventh Commandment of the regime
would now be strictly followed—‘Don’t get caught’.

Under the leadership of P.W. Botha, an old warmonger and long-time Minister
of Defence, the government developed a new over-arching understanding of its
relationship with the world. According to this, South Africa was facing a so-called
‘Total Onslaught’ by forces both internal and external that were bent on destroying
the regime. This was in part informed by growing internal and external resistance
to apartheid by South Africans (at home and in exile) and the international anti-
apartheid movement. To counter this a “Total National Strategy’ (TNS) would
have to be developed. As the 1980s unfolded it was clear that everything that
could be part of the TNS became the over-arching focus of the government. As
Sampie Terreblanche argues, “If you could make a contribution to the TNS you
are in the pound seats. This ideological ploy was a formula for corruption”.®

As the former Minister of Defence who had overseen the South African invasion
of Angola and later conducted proxy wars in Mozambique and Rhodesia, P.W.
Botha employed a policy of ‘co-optive domination’ between 1985 and 1989, in
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close collaboration with the SADF. As Botha muscled out the influence of civilian
structures such as Parliament, the SADF started to play an increasingly important
role within society, occupying townships and exhausting a massive amount of the
annual budget in the process.

Having taken over the reigns as Executive President in 1981, Botha’s so-called
Imperial Presidency reigned supreme over the new tricameral Parliament (into
which some Coloured and Indian South Africans were co-opted). According to
Frederick van Zyl Slabbert, the former leader of the white opposition party, the
Progressive Federal Party (PFP), he had made it his business to visit parts of the
country and neighbouring states (including the war zone in Northern Namibia)
and he realised that the average NP MP had little idea of what was going on.*®

One of the Botha establishments’ pet hates was the press and, in particular,
some of the English language newspapers such as the RDM (and later, South, the
Weekly Mail and the Afrikaans language weekly, Vrye Weekblad), which
courageously reported the news that the SABC and other state organs refused to.
One of the issues that the RDM was not prepared to shy away from was that of
corruption. The government, in turn, did battle against the press through censorship
or buying journalists as spies at many newspapers. No doubt to the relief of the
establishment, the RDM was eventually closed down in 1985 by its proprietors,
the South African Nlewspaper Association (later to become Times Media Limited,
TML, and today owned by Johnnic). A source has indicated that the RDM may
have been shut down in favour of ‘inducements’ offered by the government at the
time.

In the early 1980s the Minister of Broadcasting Services, Pik Botha, announced
that applications for licences to run a new pay-TV channel would be invited from
parties who feared that their businesses might be adversely affected by pay-TV
(later to become M-Net). The two leading applicants were Ster-Kinekor (then
under Sol Kerzner) and Naspers, on behalf of a consortium of daily and Sunday
newspaper proprietors (the ownership was split on the following basis: Naspers
26%, Perskor 24%, TML 24%, Argus 24% and Daily Dispatch 2%).

After canvassing with Pik Botha, the licence was awarded to the newspaper
consortium. This would see the birth of the pay-TV channel M-Net, an
entertainment-driven broadcaster (a condition of its licence was that it could not
broadcast news). The reason given by Pik Botha was that televised advertising
would have an adverse effect on newspapers and it was in South Africa’s interests
to have a ‘dynamic’ print industry. However, in the decade after that newspaper
advertising volumes grew and they never suffered the loss that was predicted. One
question that arose out of the deal is whether the government would have favoured
the newspaper consortium had the RDM, a voice critical of government, not have
been closed down by TML. Was there a trade-off between the newspaper
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consortium and government: the licence in exchange for support of government
in the ‘total onslaught’ era? How did the award of the licence to the newspaper
consortium affect the income (such as shares) of the newspaper proprietors and
directors?

Botha further weakened the general ‘accountability’ that the white electorate
had over the Presidency with the creation in the mid-1980s of the State Security
Council (SSC), which came to virtually dominate the country. This group of
individuals, largely appointed by Botha, became extremely influential in shaping
the country’s security policy. Given the importance placed on security by the
mid-1980s this translated into policy that would impact on almost all economic,
social and political activity in South Africa. The SSC would meet before Cabinet
meetings and therefore directly inform Cabinet’s thinking. It became an ‘insider’
group whose hidden hand in guiding white power can probably only be compared
with the influence exercised by the Broederbond. The Imperial Presidency, as
Botha’s tenure became known, therefore intensified the environment for structural
corruption. If not benefiting from it directly, Botha and his cohorts ploughed and
fertilised the fields in which corruption could grow unabated.

Sampie Terreblanche believes that this:

...can be regarded as an important episode in the long drama (or tragedy)
of white power. However, this method of co-option did not benefit all whites,
but only those members of the elites (of all population groups) who were willing
to be co-opted. This development hastened the downfall of the old order.**

Van Zyl Slabbert goes on to explain that, as far as political corruption is
concerned, there was an old saying that someone was “taking a brown paper bag
to Pretoria,” referring to attempts to bribe senior civil servants or Ministers.®

Almost non-existent disclosure regulations made it possible for Cabinet Ministers
to own more than one home in South Africa and abroad without attracting
attention to the fact that they may have been living beyond their supposed financial
means.

A number of sources have drawn links with the flight of capital from South
Africa, possibly involving members of the Executive as well as Portuguese banks,
at a time when it was nearly impossible to remove substantial amounts of foreign
exchange from South Africa. Although the validity of such alleged illegal
transactions could not be established, there were, of course, legitimate links between
Portuguese banks and South African capital. The most prominent was the Bank
of Lisbon & SA (acquired by Mercantile Bank in the late 1990s). In The Rise of the
South African Reich (1969), Brian Bunting draws attention to the fact that three
Portuguese banks (including Banco National Ultramarino, which primarily traded
in Portugal’s’ former colonies in the Far East and Africa), joined together with
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General Mining (the first big white Afrikaans mining conglomerate) in 1965 to
establish the Bank of Lisbon.* This association, especially given the links between
General Mining and the Broederbond and the NP, was no doubt politically
advantageous to the Bank at various stages in its history. The actions of the Bank’s
chairperson, Justice Cecil Margo, raised eyebrows in the early 1990s. Margo, (who,
among other things, became known for chairing the controversial enquiry into
the aeroplane crash that caused the death of Mozambican President Samora Machel),
wore another hat while chairing the Board of the Bank of Lisbon, serving
simultaneously on the Bench of the Supreme Court. The Sunday Times highlights
the conflict of interest this created in a 2000 obituary:

As Judge he heard cases involving the bank...which played a murky role in
several highly questionable apartheid era deals....of which he was chairman.
There can be little doubt that his authority and stature made it very difficult for
people to ask questions about the bank that many feel should have been asked.*

Margo succeeded Portuguese billionaire, Joe Berardo, as Chair of the Bank of
Lisbon.* Berardo, who once held interests in South African mining, is an
internationally recognised art collector and now lives in Madeira. He was also the
subject of public attention in 1990 when he was fingered in the van Zyl Commission
of Enquiry for illegally exporting 297 extremely rare and endangered species of
South African cycads to Funchal, the capital of Madeira. Berardo, who received
permission to transport the trees from the Eastern Cape to the Transvaal, shipped
them out of the country after having declared to the Reserve Bank that their value
was R22,300 (ZAR2005=R104,943). The true purchase price of R285,000 was
almost ten times more (ZAR2005=R1,341,202).% It can only be speculated that
this assisted with ensuring favourable import taxes that may have been levied for
the importation of the cycads to Madeira. However, testimony before the Van
Zyl Commission also indicated that Berardo’s agent in the purchase had, on a number
of occasions, used the Minister of Foreign Affairs Pik Botha’s name in negotiating the
permits—a suggestion that both Botha and Berardo’s agent, van Blommenstein, denied
at the time.*” However, it appeared that Pik Botha and Berardo had at some stage
developed a cordial relationship. The Madeiran website, www.madeiraisland.com,
briefly announced in 1998 that Botha had arrived on the island and:

...was invited for a stay on the island by Multi-Millionaire Joe Berardo...
‘Pik’ is a very popular personality with the Madeiran community in South
Africa and his personal contacts extend beyond Joe Berardo to other
prominent Madeiran Businessmen and Leaders.%

However, these questionable relationships between the business and political
elite aside, it is important to note that the inner workings of the apartheid state
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were fertile ground for corruption. It took considerable infrastructure to create
the multiple levels of government required by apartheid laws, such as the Population
Registration Act, Section 10 of the Urban Areas Control Act and the Homelands
Government Act. Each piece of legislation required a bureaucracy to be created to
administer it. The country was divided into the white state and various ‘homelands’,
each with their own bureaucracy. The white state then had its white parliament,
coloured and Indian ‘parliaments’, local councils and black local councils. It was
almost impossible to make such a system accountable. As Hyslop argues, corruption
at the lower levels of the bureaucracy was intensified by this:

...Kafkaesque elaboration of the administration of racist legislation,
especially the pass laws...Here minor officials, both white and increasingly
by the seventies, black, had the opportunity to gouge money out of
impoverished migrants.®

As the imperial presidency of P.W. Botha declined in the late 1980s, a series of
scandals was revealed in 1989 that threw light on a “R650-million foreign exchange
fraud and various other multimillion rand scams. These implicated Cabinet
Ministers...MPs, several government departments and multiple rungs of the state
bureaucracy”.*® However, it was inconceivable that rot would not set in within a
system that had become so bloated with these ‘multiple rungs’ of structures that it
was probably almost impossible to oversee state expenditure with any certainty.
O’Meara notes that Botha’s ‘reform’ was no more than ‘reform’ through
bureaucratic proliferation and patronage.i® He gives an overview of the officialdom
that managed the central state and the four ‘independent’ and six ‘self-governing’
Bantustans:

The central government bureaucracy included the departments to manage
‘general’ (white) affairs as well as three parallel bureaucracies for ‘own
affairs’ [for blacks, coloureds and Indians]. Each of the four ‘independent’
and six ‘self-governing’ Bantustans were likewise endowed with ‘national’
bureaucracies and seconded white officials. Tens upon tens of thousands of
additional functionaries served the networks of Regional Services Councils
and Local Authorities. Coordinating all of this were the still further parallel
bureaucracies of the National Security Management System...By 1988 South
Africa was governed by five presidents, nine chief ministers...14 Cabinets
or ministerial councils, close to 300 Cabinet ministers, more than 1,500
Members of various Parliament and/or legislative bodies, and literally
tens of thousands of local councillors. All were paid by the state.*

It was under these circumstances that F.W. de Klerk would take control of a
corrupted state. A career politician, de Klerk had served in Botha’s cabinet and
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must have been all too familiar with the state of affairs when he took over the
State Presidency in 1989. Sampie Terreblanche argues that of all NP leaders, de
Klerk presided over the most corrupt period:

...[1t] might have been the most corrupt of them all. The shortage before
lending in the budget increased from three to nine percent between 1990
and 1994. Public sector debt increased from R90million
[ZAR2005=R198billion] in 1994 to R240 billion [ZAR2005=R486
billion] in 1995 [this includes the debt of the homelands that was
incorporated after 1994]. This was the final period of white plunder.®

He adds that by the 1990s:

the entire bourgeoisie establishment knew that they only had a few years
left and they enriched themselves shamelessly. This includes the government
bureaucracy and a large segment of Police and Defence Force.

This is not dissimilar to situations where regimes are about to implode and which
see a virtual free-for-all in the run-up to an inevitable regime change. In South
Africa by this stage it had become a matter of ‘when’ and not ‘if’ a democratic
government would be elected. As Sunday Times editor, Ken Owen, noted at the
time:

...the prosperity of the mandarins is teaching South Africans of every race,
what matters in this game: it is to get your snout into the trough and grab
as much as you can get. For the manoeuvrable man with a flexible
conscience, this is the time to get yourself elected to some council or other,
or to get astride the floods of money that flow from the fiscus, or simply
pick up the contracts that flutter like confetti at a wedding in the name of
privatisation.%*

Hyslop (2005) argues that:

...once it became clear that the end of white rule was at hand, there was a
rush to grab as much in the way of spoils as possible before the curtain
came down. De Klerk shut down the Department of Development Aid in
1991, after a commission under Judge Pickard found that it was a swamp
of corruption. Pickard wrote that ‘public officials felt they were missing
out if they were not helping themselves’ and noted significantly that ‘many
of these officials had become disillusioned by their futile efforts to serve
apartheid ideology’. Similarly, an enquiry into the Department of
Education and Training found the department riddled with ‘corruption,
fraud, bribery, kickbacks...and a general lack of accountability’.X®
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Speaking at a conference on Public Sector Ethics in 1989, Justice Victor Hiemstra
exclaimed that:

There is a strange atmosphere in the land, as if people have no faith in the
future and consequently want, as soon as possible, to make as much money
as possible. By the time they are discovered, so they reason, the whole affair
would have collapsed anyway...an atmosphere of let us eat, drink and be
merry for tomorrow we die.1%

When the scale of this abuse had become clear, the media, which gradually operated
in a slightly more open environment, reported on some of these instances of state
plunder. Some illustrative examples are listed below. They exclude the issues of defence,
homelands and foreign exchange fraud that are discussed in the next section:

e The electricity monopoly, Escom/Eskom, lost “hundreds of millions of rands
in secret overseas deals” by the mid-1980s, according to former accountant,
Dr. Gert Rademeyer. In just one nuclear energy deal that turned sour Escom
lost R67 million (ZAR2005=R490 million).’

e By 1988 a total of R130 million (ZAR=R540 million) was being investigated
by the Attorney-General in the Transvaal alone.'%

e The Auditor-General released a damning report on the House of
Representatives in 1990, claiming millions of rands had been misused or
stolen.'%®

e The government continued its funding of secret front companies well into
the early 1990s. One such example, Project Crist, saw millions of rands
transferred abroad to launch anti-ANC publications. The head of the outfit,
Abel Rudman, later declared to the Weekly Mail that:

Volkskas Bank was intimately involved in the transfer of secret funds
and its International Department transferred over R2,3 million
[ZAR2005=R8,3 million] from its accounts in London to an
investment front company.*

* In 1992, the Department of Development Aid was in the spotlight when a
manager of the Consultative Forum on Drought stated that it was:

...impossible to say how much of the R1,4 billion [ZAR2005=R3,9
billion] allocated by government to drought [relief] had been misspent
because of a total lack of transparency and the poor accounting
procedures of homeland governments.'t

e A secret Department of Education and Training project was funded by
subsidies for farm schools “in order to pay for printing work done by Pretoria
publishers Thinus Strydom, son of the Department’s Deputy Director-



Apartheid grand corruption

General”.? Evidence in front of the van der Heever Commission suggested
that part of the R46,000 (ZAR2005=R190,000) bill was paid in that way.
Strydom prepared “dummy quotations on fake letterheads” and received
work worth more than R2 million (ZAR2005=R8,4 million) in two years.

However, large scale corruption was not only a problem in the public sector: it
affected the private sector as well:

» Standard Bank Investment Corporation’s chairman, Henri de Villiers, called
for strenuous measures to eradicate corrupt practices in public life, noting
that in 1989, “the disturbing decline in standards of business morality” in
South Africa.*®

e 1In 1990, Dr. Raymond Korbin, an East Rand doctor, was shot in the head
and dumped in the boot of his car. He had been investigating a cartel which
he believed controlled the pharmaceutical industry in South Africa and his
death took place a month after he showed a draft of the report to the Sunday
Times.* This case has a chilling echo in December 2004, when Mpumalanga
official, Andrew Tladi, was shot and dumped in the boot of his car. At the
time he was investigating corruption in multi-million rand tenders that had
been awarded by the Mpumalanga Department of Health.'

« According to Witwatersrand Attorney-General, Klaus von Lieres, by 1992
“economic crime seemed to enter a bull phase”. He disclosed that reported
fraud complaints increased from 33,101 in 1986 to 58,572 in 1992, an increase
of almost 80%. During this period all serious crime also increased by 20%.

e In 1993 the South African Chamber of Commerce estimated that economic
crime was costing the country R5 billion per year (ZAR2005=R12,1
billion).*

e The Masterbond scam was one of the biggest private sector collapses to hit
apartheid South Africa. An investment scheme, it took with it the savings
of almost 22,000 lower-middle income earners, leaving many destitute (a
number subsequently committed suicide). The auditing firm Ernst & Young
may still be prosecuted for its failure to take appropriate action when it saw
that the investments were in trouble. In 1996 it paid R40 million (ZAR2005=R76
million), without admitting guilt, of a total of R600 million (ZAR2005=R1,3
billion) that was lost at the time.!*® (For more detail see Section 9.)

These are only a handful of indicators pointing towards the extent and scale of
corruption facing the apartheid state. This was probably only the tip of the iceberg
given that some departments, such as Defence, had access to a R10 billion secret
account by the early 1990s.1* As the old guard was preparing to abandon ship
there were also moves afoot to privatise parastatals such as the SABC and ISCOR.
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It is also believed that there was a rush of long-term contracts entered into at the
time with various service providers that would tie the new government’s hands
for some years to come.

Had sanctions and the liberation movement brought the country to its knees
or was it a case, as Ken Owen argued, that F.W. de Klerk was brought to the
negotiating table by “the bankruptcy of a nation that had been looted until it
could no longer honour its debts”?'? Owen goes on to argue that we “owe our
liberation, really, to greed”. This is clearly true in part; however, liberation was
brought about by a number of factors including internal and external struggle.
Corruption, on the other hand, became the drug of choice for a regime intent on
self-destruction. It had the predictable consequence of severely damaging society
as a whole and not only the incumbent political elite.

Looking back, Sampie Terreblanche remarks that:

With the wisdom of hindsight, we now realise that the structural corruption
that took hold in the public sector and in the dealings between the public
and private sector in the 15 years before 1994 was far more serious than was
appreciated at the time and the long-term effects were extremely damaging.
When the democratically elected government assumed power in 1994,
corruption in the private sector proved to be really ‘structural’ or ‘endemic’.

This section raises some important questions:

. Given the massive amount of corruption taking place in the period
1978-1994, was self-enrichment not taking place at all levels of
government?

- If so, were there ever investigations into the assets and property owned
by leaders in the Botha and de Klerk Cabinets (both in South Africa
and abroad)?

- What knowledge did leaders in government and the private banks

have of corruption within their own ranks that was never disclosed?

- What was the true extent of s