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., Australia’s biggest
ng company, an-

ced a net profit of
'8m for the year ended
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rmscor to

agad office
in PSS

Pretoria Correspondent

- -

.b;.»
COPPERTON

Armscor is to build a giant new
head office on a site near Pre-
toria’s historic Erasmus Castle.
At the same time Armscor
will restore the castle and re-
build two late 19th century
homes on the 89 ha site bounded
by the R1-22 and the K151 (Rigel
Avenue extension) which it
bought from the Transvaal Pro-

vincial Administration,

Details of the project were re- |
leased at a I'ress conference

yesterday by Armscors execu-
tive general manager, Mr Fred
Bell, and the architects in-
volved, “ut they declined to say
what it would cost.

The ultra-modern, silvery col-
oured head office was described *
as a “quality” and a “functional”
building, but not a luxury one.

It will be set against a hilltop
between the castle and the free- |
29w in 24 ha of landscaped gar- (@

Four blocks, on different
levels, with the highest eight
storeys, will be joined by the
main semi-circular entrance to
provide about 50 000 sqm of
“cell” and open-plan offices for
aboul 2 000 employees.

Mr Bell said the new head of-
fice would result in significant
improvements in the running of [je
Am;'mcor and also improve the
tion's image.

I

1 |

At t Armscor is spread -~ As & ressit, he Overberg facility functioned purely
buildings in of outdoor laboratory, the spokesman said.
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drew Walker

ca's arms manu-
giant, Armscor,
tens of millions
oncerted drive to

ted R70 million a
. saved on salaries
18 the reduction of
e from 28000 in
in 1985, an Arm-
in told The Star.

ients corporation,
70 percent of its
ntracts with the
v has saved be-
lion and R20 mil-
2 charges by re-
rentory of stock
: than R100 mil-

r estimates that
rther R100 000 to
* through a cen-
of cash manage-
0 “generate and
the subsidiaries
most needed”,
¢ corporation’s
e Salvo.
matic cut was
‘s ammunition-
subsidiaries
workforee of
slashed by al-
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millions

The spokesman said Arm-
scor’s austerity drive had start-
ed in 1980 when the production
of ammunition and arms was at
its peak.

“We are not completely and
solely dependent on the econom-
ic situation, we are tied to the
requirements of the South Afri-
can Defence Force,” he said.

Salvo reported that the big
cut in the number of employees
was made “through freezing
new appointments, natural at-
trition and, where absolutely un-
avoidable, retrenchment”,

A concerted export drive was
also launched, mainly aimed at
supplementing the short produc-
tion runs of normal SADF re-
quirements.

With new markets for its
equipment the corporation has
been able to extend some pro-
duction runs. This had lowered
production costs and cut unit
costs, according to Salvo.

The spokesman said a major

saving had been made by mak- |

Ing every worker on an arms
project responsible for quality.
Armscor will not say which
countries have bought its arms
refusing t9 comment on reports

that it‘has sold 100 of.its155 mm

G5'howitzers to'Trag.

{

—— < 0 1he world . ., that’s the {get of SA export assault

OR intends carving a
sizeable niche for itself in
the arms-export business —
and at the same time it will
keep the South African arms
industry afloat in the face of
shrinking local demand.

Armscor chairman Com-
mandant Piet Marais is confi-
dent this target will be
achieved, particularly in the
light of its performance dur-
ing its first three years in the
export market,

“We find ourselves in the
same position as the young,
golfing dominee who scores a
hole-in-one — on a Sunday.
We are proud of our achieve-
ments but by the very nature
of our business we can’t boast
of them,” he said this week.

Necessity

_ There was no sign that the
international arms embargo
against South Africa would be
lifted in the foreseeable fu-
ture.

This made it a matter of stra-
tegic necessity to maintain a
local arms industry.

However, since SADF de-
mands were dropping in line
with the success of peace ini-
tiatives, an assault on export
markets was the only way to
achieve this aim.

rmsco

Soq -6 8

pavid Cumming

This would also have im-
portant implications for the
South African economy at
large. There were more than
800 contractors in the private
sector supplying Armscor,
and the industry employed
more than 80 000 people. Arm-
scor demand had important
spinoffs for industry at large.

“For instance, the seamless
soft-drink can would not have
been available locally if our
demand for the steel it re-
quires did not make it viable
for Iscor to produce it.

“The electronics industry,
similarly, would not have
been anywhere near as ad-
vanced as it now is, had it not
been for our needs,” said
Cmdt Marais.

The world weapons_market
was highly competitive and
specialised. South Africa
found itself competing with
countries such as the US, Can-
ada, Britain, Italy, France,
Switzerland, Germany, Bel-
gium, Italy, Israel and Russia.

The only way it had been
able to compete was to im-

Cmdt Piet Marais

prove productivity and quali-
ty control to levels not nor-
mally regarded as being pos-
sible in South African indus-
try.

“There is a belief in indus-
try that the standard of local
labour is such that it is impos-
sible to achieve certain l_ev_els |
of quality and productivity.
We differ. If the correct train-|
ing is applied these high cri-
teria are indeed attainable.”

i

Handicap

South Africa faced an addi- |
tional handicap in world mar-|
kets because it was regard-
ed as being part of Africa — a
continent not normally rated
as a source of high-technology
products. \

However, its unveiling of |
the G5 cannon and a frequen- |
cy-hopping radio in Athens
had done much to dispel that
image. Armscor now had a
team of experienced market-
ing men who were placing the |
industry firmly on the map.

Armscor had literally thou- |
sands of products and compo-
nents in its export catalogue,
said Cmdt Marais.
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Armscor and the man T

Few people are able to straddle the diver-
gent interests of the private and public sec-
tors as effectively as Barlows’ John Maree.
Last week the State President awarded him
the Star of South Africa, a decoration
generally reserved for the military, in
recognition of his services to Armscor. In
19§l he was nominated one of five Sunday
Times businessmen of the year.
It’s rare to receive accolades from both
the public sector and private sector. It's
also unusual to find an Afrikaner in the top
echelons of Barlows’ rarefied English air.
Maree (60) may well be the exception who
proves that such tribal stereotypes may be
on the way out. The son of a Middelburg,
Cape, doctor, today he’s an executive direc-
tor of Barlows and chairman of the build-
ing materials, paint and steel division —
including quoted companies Robor,
- lascon-Evans and Federated Blaikie.
"W \Maree served on Armscor's board for

| five yoare when. out of the blue one day in
1979, the late Funch Barlow received a

I’*qhone call from then PM PW Botha request-

AR RAAABARAY AN Bt ey

ing Maree’s three-year secondment to
Armscor. Barlow was unable to turn down
ghe request and after a bit of manpower
juggling in the group, Maree moved into
Armscor’s chair.

He won't talk about his Armscor experi-
ence or discuss the impact he made on the
cprporation. In cases like this it is often dif-
ficult to decide whether he is impelled by
Klotdesty or by the provisions of the Defence

ct.

Probably rightly, he thinks he got the
award for his successful translation of pri-

vate sector management principles to a
public corporation.

Maree achieved this by employing prin-

ciples of cfficient i Sernent. like “anal-
setting and the creation of a team whose
members all faced in the same direction.”
These were lessons he learnt from a busi-
ness career which included three years on
the JSE, a stint as MD of Union Free State
Mining and Calan before being appointed

chalrmnan of Rand Mine Properties He sub-
sequently became responsible for all

DAMIMUNE LU RBERL. T Sy w

= | -

P o e —— ment of a management philosoph
accounts for black culture. Blacks have a
. culturally-determined lack of performance

Barlow’s property interests — a period du lrof

ing which he was also able to indulge hi |
passion for gardening while supervising the
development of Barlow Park. z
Though cross-pollination between the _
private and public sectors has become
more common in recent years, Maree's ap-
pointment broke new ground in the heady
pgs't-Carlton Conference days. While recog- '
nising that today top management’s re-
sources are so stretched that an inter-
change of skills between the two sectors is
problematic, Maree believes it's a principle |
e o

workers whereas in developed Wester
fountcios She gAUS, 1 00 And a4 prob-
lation from which we draw our manag -
ment cadre isn’t growing, and the rest

the population is,” he says. “That's why"
think it's essential to draw blacks into man- ]
agementinboththepﬁvawandpubncsec- 1
tors—presenﬂytheremuobuckmsn- -
agers in public corporations.

" “One of m%w nt tasks ncxng"“l

y which -

or achievement drive which we as manag-
ers must overcome.

“Jp's important for Furopean managers
to learn about black culture and find meth-
ods of understanding the black man, par-
ticularly as our economic future _;s
dependent on solving black productivity

blems.”
l.gA's low productivity rate, he rr}aint:ains.
is one of the major reasons for high infla-

; factors

d the weak rand. It's these
t\:Johr;ci"\“make him pessimistic about the p(t):-
sibilities of bringing clo‘;vit‘ul ;x;ﬂanon to the
f SA's trading partners. . i
[ev:: ghairman of the Commission of In?mf
into Iscor, Maree spends a good deal O

i d dealing on his car phone
time Wb bhetween Johannesburg

ile commuting !
:r?c;‘ePrcetoria. When he's not tending his

1 bly dis-
es in Hyde Park, he's Qroba )
tc!::‘gna::;“sm%sym the undulating fairways

at the River Club, of which he is presrsil;le'::é
An ardent admirer g{ P \‘:uflkm:a.cu rz:; »
i fectly comfortable W

ﬁag:roi polyit'\cal chea;g:. g&:&:{é t:: if)er?ty

. jiate
govemmemsimm B oonty:
be to balance the Budget P

mul-ifa’s absolutely adamarl:‘t the Def?nt'::
Budget should not be cut: 1f change 1S

take place by consensus then we'd better

that we can p
iegngmg about change

torference; “e‘ ”’; anlt Lo mmwi_ns

without outside 1n-

-

rotect our rich country py \
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ch do not
Unless they
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tion most manufacturers vould Simp)
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Tieasure the utilisation of production, ;-
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for Armscor’s eight manufacturing
subsidiaries.

Van Vuuren says Armscor has also im-
proved its performance on a cost of sales
index, which measurss the cost of sales ex-
cluding depreciation and financing as a
percentage of sales revenue (see graph).

Inventory turnover has also improved
(see graph).

Price increases have been well below the
rate of inflation, says Van Vuuren, and this
was made possible by measures such as a
critical analysis of all costs and functions
in the organisation in terms of their contri-
bution to declared goals and the use of
computer-aided design techniques. Other
measures were improvements to factory
layouts, better training schemes and the
merging of Somchem:, which produces ex-
plosives and rocket ' propulsion systems,
with the Kentron arm which produces artil-
lery rockets.

Quality
One of the most important measures was

the “first time right” quality control pro-
gramme. This drive was aimed at reducing
the costs of sub-standard, rejectied products
by increasing the effort and expenditure to
prevent them being made in the first place.

In some cases, the programme was a
great success, as demonstrated by the per-
formance on the index of quality costs as a
percentage of sales by Armscor’s small
arms and gun manufacturer Lyttleton

Engineering Works (see graph).

“The successes we have achieved in al)
these areas are mainly due to the dedica-
tion and enthusiasm of our subsidiary man-
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Armscor hints at

ack-door arms buvs

! African arms
fing group,
Fus implied that
se clandestine
© buy arma-
cad in spite of
tional embargo
ath Africa,

september edi-
fivo, the cor-
monthly maga-
“tecutive Gen-
er of Armscor,
Bell, said the
IO Was wrong
\ery  country
It to defend it-

e to indulge
i amount of
netivities o
mandate, we
vithout hesita-
el said.
&y arms em-
placed on
2 by the Unit-
in 1964 and a
embargo was
77

1 clear that
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if necessary

operate,” Mr Bell said.
“It is, therefore, not sur-
prising that the media fre-
quently speculate about
Armscor’s alleged pur-
chases (and more recent-
ly, alleged sales),

“The public has the
right to know how Arm-
scor administers the funds
allocated to it and al-
though we respect that
right, it is understandable
that Armscor’s and the
Minister of Defence’s
standard reply to ques-
tions of this nature has

sult, many articles de-
scribing our products
were published, both at
home and abroad.”

Mr Bell said that when
an Armscor matter was
secret, the corporation
would protect it with all
its means. Similarly, |
when a matter was not se-
cret, no-one would beL
permitted to hide behind
secrecy "‘no matter how |
embarrassing it may be
for the individual or for
Armscor. — Sapa.

-

been a firm. ‘no com-
ment”,” said Mr Bell.

He said this approach
left the activities of Arm-
scor and its employees sh-
rouded in secrecy, but
when the corporation en- |
tered the international
market as a seller rather
than a buyer, there was a
change in attitude,
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ms  abroad “This change necessi-
¢ most sensi- tated a more open ap-
which (South  proach towards the inter-
ould have to national Press and as a re-
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ly. The style was integral to
1S management philos-
gghy; it shapes Armscor to-

he success of the De Aar
Commando — and of his pa-
pers — won him the South-
ern Cross Medal, at that
time given only to Perma-
nent Force officers.

By 1968 he had completed’

several advanced courses
at the Mllllar& College, was
president of the Cape Agri-
cultural Union and a mem-
ber of the executive of the
South African Agricultural
Union.

Ona Julg’da he was out
in the fields when the call
which changed his life came
through

“My wife took it. When 1
got back to the house, she
told me a call had come
througT Trom Pretoria and I
was to ¢all back. I thought it

~Wwas something to do with
the cornmando work.

“I' rang the number and
found myself talking to the
Minister of Defence, Mr P

W Botha. It wisa complete
prise.
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manager, communica-
tor, economist. Com-
mandant Piet Marais,
chairman of Armscor,
is all of those things.
Some time back he was
called “the am‘}%urefr‘ of g:
armonger”, e Russ
:empnpe‘:'r Isvestia coined
that i description
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As usual, the Chairman's Award function was
attended by a large number of VIPs from the
defence industry. The picture shows Dr Seshi
Chonco, Managing Director of Denel, and Mr Zoli
Kunene of Kunene Bros with Mr Ron Havwood,
Execytive Chairman of Armscor.
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Multipla-emitter enviranment simulator

Before an electronic-warfére system can be deployed in battle,

it has-to be thoroughly te$ied to ensure that it performs to spec-

ification. ~This is dorie usiy a nulbpie-emwittar environment sim-
LT D YR S A uate norp e eyl adar sig-

nals. Sanctions and budget limitations had made the few exist-

ing Mees systems in the world inaccessible to South Africa, so

= semtabdy the only one of its kind in
s southern hemisphere to simulate
2 threat scenario in real time

Iniestry performance measurement system
B wmemen sroiect in the non-technical category of the
s Awerds was a system developed to measure
e solstry performance. Armscor works in close gollab-
e with the SANDF and industry to produce sophisticated
mements Management of the business between these three
meees needs to be continuously monitored to ensure that it
& speeating at an optimum level.

e 1996 Jan de Necker, Gerhard de Coning, Pieter Burger
and Carl Hafele were appointed to develop a model which could
be used to accurately measure the defence industry's perfor-
mance in the production of armaments.

The system strives to determine the amount of added value
to be gained in terms of quality, service, ime and cost. T h e
team identified six elements by which industry can be mea
sured: cashflow, roll-overs, line-ups, quality performance, penal-
ties, and quotation time. Each element is allocated certain per-

centage points from which the contractor's performance is cal-
culated.

The first element, cashflow, plays a major role. Effective
cashflow is proof of proper planning.

Roll-overs are the result of cashflow not realised in a given
year. Contractors who have roll-overs year after year must be
identified and steps must be taken to restrict these roll-overs to
a minimum.

Line-ups are available funds which are unnecessarily held

within the computer system and which cannot be used for any
other projects.

Quality performance is based an the number of items that
pass with first acceptance. penalies are what a contractor is
fined for non-performance i 2 feancisl year, and quotation time
is the period from when the costssttor seceives the request to

O W
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The Minister of Defence,

Mr Joe Modise, delivering the opening
address at the Chairman's Awards function.

The technology established in this project can also be used t

______ hidden substances such as explosives and minerals

Negotiations are already under way with a loc
the technology to detect hidden miner

tions

al company to use
als in smuggling opera-

Modern air defence system

One of the most difficult threats for an army to

=ounter is an attack from the air When in 1992 the
South African Army re

alised the need for a new
and modern air de

fence system, it initiated a pro
I€Ct 1o establish, maintain and demonstrate the
South African air defence industry's capability to
support the needs of the National Defence Force

Included in the project team were Hanlo
Pretorius of Armscor, Lt Col Gary Francis of the
SA Army, Dewald Visser of Altech Defence
Systems, Mike Movius of Reunert Defence and
Paul Schutte of Kentron

Project requirements Stipulated by the client
were to d

develop and Integrate surveillance gen (!
SOrs, target tracking sensors. a remote fire control
unit and various Weapon systems into an accurate
quick-reaction air defence system. The system had
to be field-evaluated in simulated air attack scenar-
i0s,

To meet this challenge, the team worked close.
ly together to ensure that a strict design and devel-
Opment methodology was maintained. despite a
continuously decreasing technology budget and lim
ited resour

The last phase-of t

e project required a missile launch capa

bility to be.added to the fire control systém: Kentrod's new gen
eration surface-to-air missile was .intégrated hnology
demonstrator, and a jointdevelopment contract was-coneh ded

with Swiss manufacturer Oerlikon Contraves for a towed anti
aircraft {ISE1E BLACHER ; i
The Successful development of the complete integrated air
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Omar Bong Smith, Johan Grobler, Salvo Cutino

and Commander Willie Holt of the S A Navy Dockyard took care
of the French ¢

It was the first time that Armscor's maritime division had

undertaken work of this nature and magnitude for a foreign

navy.

When the ship arrived at Cape Town harbour, it was in an

extreme state of disrepair. The entire refurbishment project




Chippy Shaikh,
Chief of Acquisition
in the Defence Secretariat

In the restructured defence
family, the Defence Secretariat's
Chief of Acquisition forms an
important nodal point between
the Secretariat and Armscor

s alvo: Could you sketch for us your position and function
as Chief of Acquisition in the restructured Department
of Defence?

Certainly, but | think there are one or two background issues
which arise from the very thorough Defence Review and from
the White Paper on Defence that we should get clarity on
before we can reglly discugs:my function./ It is important to
bear in mind for instdnee that weriow have a constitutional
imperative-as regards civilian-conrol of the military, function,
Since this control flows fram the constitution, it is not vested
in orte-man or oné body! it is |nstitutionalised in that the
whole system is structured with that idea-as a starting point.

YRinenietewhansentiafthe mitany i habas c fac-
tor UNAerying the function of every division in the Secretariat
for Defence, including the Acquisition division.

By Don Henning
Corporate Communications
Armscor

However, we must now take this idea of civilian control and
ask ourselves what it really means — what do we want to con-
trol? To my mind, civilian control is all about drawing a bal-
ance between that which the military feel is their right to do
and that which the general public feel is their right to question
and check. Where acquisition is concerned, we need a bal-
ance between the military's decisions on the buying of new
equipment and the taxpayer's need to be sure that his money
Is spent responsibly. The taxpayers pay for everything, so
they have the right to lay down certain do's and don'ts.
Someone has to check on those do’s and don'ts on their
behalf, so they empower the Secretariat, via Parliament, to
do it for them. Thus the Secretariat is responsible to Parliament
for policymaking, for budgeting, and for monitoring and con-
trolling the system. Because of events during the recent his-

tory of the country, where the military got involved in poliics




and internal suppression, the taxpayer has little faith in the mili-
tary stating and controlling their own requirements. The military
are structured in a particular way and tend to take their lead
from the top down - orders are not questioned to the level and
depth that civilians would like to have them questioned.
Civilians are less hierarchical and tend to take their lead from
what the public wants.

So we end up with a “marriage” between a civilian
Secretariat and a military SANDF. A marriage works best when
the relationship between the parties is formalised in the shape
of an ante-nuptial contract. In our “marriage”. the relationship
is formalised by the existence of and a defined structure for the
Secretariat.

It is against this background that the transformation team set
about re-structuring the Department of Defence. They identi-
fied 18 different functions or areas and thus set up 18 divisions.
Among these function areas are policy, finance, and acquisition.
At this point | think we should note two things. One is that the
Secretary is the Accounting Officer. He presents the budget to
Parliament and is held accountable for expenditures. The other
is that the Secretary is the Head of Department of which policy-
making and implementation are of paramount importance. One
needs to bear in mind that acquisition policy is not determined
by the Chief of Acquisition — it is written by the Chief of Policy
and Planning. We'll come back to this point later.

One of the other objectives of transformation is to enable the
Department to spend more money at combat levels. At the
moment we are top-heavy, in that we spend more money at
headquarters level than at the level where the soldier has to
fight. We also spend more money on supporting functions than
on main-line core functions. Qur spending must be better pro-

Acquisition policy is not
determined by the Chief of
Acquisition - it is written by
the Chief of Policy and Planning

portioned between core acitivities and support activities. We
are also looking at ways to eliminate the triplication of the acqui-
sition function in the restructured arms of service. We should
be able to merge these functions, bearing in mind of course that
each head of an arm of service will still have the responsibility
of stating his own equipment requirement and technical needs.

Vybo takes theieal decisions on the buying of equipment?

The real demsnéhs are taken m 3 acquisition fora. There are
Qhree?om.ax Varous leVels from the Minister of Defence at level
xzero and one down to levels two, and three.. Which level
approves a pamcular chunslt]on project depends on the value
~and political hature of‘the proiect But in the fora four groups
3 aways repres I the Chief of
the Defence Force and the Chlefs of the various arms of ser-

vice, the Secretary for Defence, the Defence Secretariat mem-

Lron and Awmannr! Buaindinn in thie arnanicad wav wa ahtain

consensus on what
needs to be done
and avoid unpleas-
ant allegations with-
in and outside the
Department of
Defence. The fora
also serve as a con-
duit for informing
the Joint Standing
Committee,  and
through them Par-
liament, of our
acquisition  plans
and the reasons for
them. Thus they
become co-involved
and can support the
Department of
Defence for instance
on the acquisition of
corvettes. What it all means is that we function as one big
team. If we leave the arms of service to go it alone in the spir-
it of “leave me alone, it's my department”, we are divided in our
support for a project before we get out of the Department of

Defence to express our intentions to the rest of our country-
men.

Chippy Shaikh,
Chief of Acquisition
with the Defence Secretariat

Do you play any part in the fora's decisions on what to buy?

| play no part at the level of cardinal projects which are served
before the Minister’s acquisition council. | should like to make
it clear that |, as Chief of Acquisition, have a limited say in the
decisions of the various fora. At the second level of approval |
have an equal say in acquisition matters like any other member
of the steering board. This level approves non-cardinal projects
only. In the acquisition of military equipment one spends sub-
stantial sums of money, and the responsibilities are enormous.
Such decisions are better made by a collective body. Thus all
decisions rest with the respective fora.

Armscor of course is still an integral part of the acquisition
process...

Armscor is very much part of the process. Once the decision
is taken, someone must go and find the appropriate equipment,
do the contracting, manage the contract, look after the quality

assurance, etc. That part of the process remains the responsi-
bility of Armscor.

What you have described is centralised control of the acquisi-
tion process, but it seems the various arms of service each still
have their own acquisition departments - i.e. the process itself
is not centralised. Would you care to comment on this?

We in the department would like to move to centralised acqui-
sition, but we cannot take away altogether the total responsibil-

ity for acquisition from the various acquisition departments of
the arme of cervice The arme of service are the neonle who
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have to use the equipment to do their job. As | see it the
project officers who will work in the Acquisition Division must
come from the arms of service. They could report on two dif-
ferent functions to two different reporting lines: on function-
ality to the chief of their arm of service, but on acquisition
activities to the Chief of Acquisition. We wouldn't want to
alienate the chiefs of the arms of service from the acquisition
of equipment - in fact, we would want to bring them closer to
the real decision-making and political support required for
such decisions. It's another way of saying yes, they are the
people who get the equipment and therefore need to have a
say, but no, they don't take the final and absolute decision on
the equipment they get. That decision is taken by the acqui-
sition fora, Parliament, or the Cabinet.

Suppose the acquisition of a certain item or system has been
approved. What happens then? What does your division do?

Once consensus has been reached and the decisions taken.
the fora task the Acquisition Division to obtain the required
equipment. The Chief of Acquisition then becomes a kind of
executive-staff-officer-cum-paymaster of the fora, acting as
an interface between the Department of Defence and
Armscor. In other words, my division functions as a nodal
point, an interface, with Armscor, who in turn does the actual
contract management. In this way we hope to enhance effi-
ciency and eliminate duplication within the acquisition
process. We should be able to decrease the amount of roll-
over and also decrease the amount of decision-making
required, thereby decreasing the amount of control and frus-
tration between the arms of service. the Secretary for
Defence, and Armscor. It will be a streamlined process where
the decision-making span is short and the actual work gets
done. If we enhance the efficiency we can save money, and
saved money means more equipment for the defence force.
I'm hoping that the acquisition function as a nodal point will
bring about this streamlining.

Do you see any particular challenges for the defence family in
the future?

Yes, | do see one particular challenge: taking our defence
industry and making it viable internationally. This means that
we will have to help the industry to develop certain niche mar-
kets, and in this regard the government has a direct and indi-
rect role to play. It can and does assist the industry directly
through the marketing support provided by the Minister and
by Armscor for example, and through general support from
such bodies as the Departments of Foreign Affairs, of Trade
and Industry, and of Arts, Culture and Science. Indirectly, it
must stabilise the poliﬁﬁgﬂ 'satlal and economic environment,
5o that the indusfry can function.rhore effigiently and increase
\its exports. The world is'Gur oyster, and we need to form
. Some sort of marketing association,
We Gould also increase local spending on defence equip-
ment-and technology s¢: that the industry Gan Stabilise, but

AR HIYE Fod

As a civil servant | cannot challenge the cuts - | must accept
them as reality and leam to adjust my acquisition division and
the Department of Defence acquisition requirements to
accommodate the cuts. But of course this is what transfor-
mation is trying to do: re-arrange the way we do things in
order to free more money for core functions and equipment.
This becomes the greatest challenge: making transformation
work so that we can release funding, which can be used for
equipment acquisition and for maintaining our industry and the
technology we have. If we don't succeed in this, the industry
will slowly shut down. It lives by rands and cents, not by
strategies and policies.

You mentioned that we would be coming back to the matter
of policy determination.

Yes. It is a point on which | would like to make myself very
clear. The Acquisition Division does not write the acquisition
policy. It concentrates on the acquisition function as such in
co-operation with Armscor. Palicy is written by the Policy and
Planning division, and this division also audits and monitors
the various divisions to see that they stick to the laid-down
policy. So Acquisition is not its own walchdog - there are
checks and balances, as required by the taxpayer.

How do you see your role with respect to the maintenance of
technology?

We must do our utmost to retain it. We have world-class
technologies, because someone at some stage had the fore-
sight and initiative to invest in the development of a G5, a
Rooivalic and similar products. Unfortunately, when budgets
are cut & becomes very hard indeed to maintain leading-edge
technology. because one is then easily criticised for spending
money on research and development, and accusations of
subsidising the defence industry are leveled at the depart-
ment. In fact. the Department of Defence is sometimes criti-
cised for spending money on R&D which relates directly to
mditary products. It is true that it spends fair amounts, but
the critics lose sight of the fact that defence R&D is project-
driven. There is no research just for the sake of research,
generating volumes of paper explaining new scientific theo-
ries. We undertake R&D as a building block for equipment we
need. We will develop infra-red technology because we need
it for a missile, not just because we are interested in infra-red
technology. Thus the research is well focused, and this
makes it different from research going on in some other gov-
emment sectors, We have managed to bring home this fact
to some of our critics, and have managed to bring them round
to our point of view or a common point of view,

When talking about technology and skills, it should be men-
tioned that a number of other government institutions can and
do benefit from military technologies. The Defence Review
actually sees us sharing technology and management skills
with other parastatals and government departments such as
Science and Technology as well as Trade and Industry. e
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From the
Minister’s Desk

The Minister of Defence, Mr Joe Modise, looks back on
the challenges and successes of 1997 and discusses
the defence family's prospects for 1998

Compiled by Don Henning,
Corporate Communication, Armscor
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Mr Joe Modise,
Minister of Defence
: - .'a
Department of, Défence are inderg

drawing to a close
and it is appropriate to
look back and note some
of the many achieve-
ments to date.

The priority during this
year has no doubt been
the transformation within
the various elements
which  comprise  the
defence family.

There are several steps
afoot to dramatically
transform the defence
family. At the moment
the  key  business
processes within the

ong re-engineering. This

" exercige could'be completéd before the.end of November.
However, ‘already 'achiieved is a re-defined Ministry of

Defence.It-consists of my‘own

Ministry, including my Deputy

Minister of Defence; the Ofﬁce of the Secretary for Defence,

e Office of the
stry of Defence

Divisions, some falling under the Secretary for Defence and

some under the Chief of the Defence Force.

—5
=

The Department of Defence is also a n
into effect on 1 April 1997. |t consists of the Defence
Secretariat and the SANDF. The Secretary is the Head of
Department and is the accounting officer of the DOD. This
ensures the principle of civilian control which flows from the
constitution. (These structures are shown
ing diagram.)

The Defence Policy is described in the White Paper on
Defence (approved by Parliament on 14 May 1996), and the
Defence Review, compiled from the White Paper, underlies all
the above transformations. This Defence Review is, as far as
I know, the most comprehensive review exercise that has been
undertaken anywhere in the world. It strived to gain inputs from
many and diverse interested parties, from defence specialists
to anti-defence organisations and everything in between. My
heartfelt thanks go to all those who participated to make this
such a successful exercise. The contribution made by the
Parliamentary Standing Committee on Defence was, | think,
invaluable in maintaining the civilian interest.

Armscor of course participated very actively in the Defence
Review and has also been very involved in the transformation
processes.

The Acquisition Management Process itself, which is of cen-
tral concem to Armscor, is still being formulated at present and
should be completed shortly. Some of the interfaces, for exam-
ple, between Armscor and the Chief of Acquisition in the

oearetariat still need tn ha mnm plando Axbesd M (11 o

ew concept which came

in the accompany-
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icy is in place it will form part of the chapter on the defence
industry in the Defence Review. Thus the Process continues.

MODAC 1, 2 and 3, which were completed in 1996. spelt
out the three different levels of control in the acquisition
process. Armscor has representation at all three levels and of
course the Armscor Board of Directors acts as an indepen-
dent and impartial tender board for the procurement of arma-
ments.

| have recently approved MODAC 4 which provides for a
Defence Industry Marketing Support Board which will be
chaired by the Chief of Acquisition and co-chaired by the
General Manager Foreign Trade of Armscor. Armscor itself
plays a vital role in the Market Support Organisation which will
provide marketing support to the broader defence industry.

As you know, | strongly support the marketing effort of the
defence industry and will do all that | can to ensure that our
industry grows as a global player. It seems clear to me that
successful sales to foreign governments will be very difficult
without support from the South African Government. This
includes my own Ministry, Foreign Affairs, the Department of
Trade and Industry, the NCACC. and many others. The co-

The co-operation which is
developing between all these players is
very pleasing and encouraging

operation which is developing between all these players is
very pleasing and encouraging.

The major constraint on all the plans and the implementation
of these plans at this stage remains the cuts in the Defence
Budget. Nevertheless, planned activities will be converted into
programmes to ensure that personnel and equipment are main-
tained in an orderly and economic fashion. Annual Budgets wall
be developed so that the whole process can be managed in an
auditable and efficient manner.

One of the most promising developments for the future is
the Government to Government Package Offers which have
been made following the very successful conclusion of our
White Paper and the first-phase Defence Review exercises.
Cabinet approved this first phase on 26 May 1997.

This allows us to look at the acquisition of major defence
systems to replace our present ageing equipment. A number
of countries have responded by making attractive offers to
supply our needs. These offers have a very strong defence
industrial participation (countertrade) component which should
not only enable us to satisfy our requirements but which should
benefit all our people.

| have sent outa-fequést for information’ to eight countries,
viz. the UK "Germany, Frange. Spain., Swaden. Italy. Brazil, and

“Canada. || Singe then-a niumber of other (countries have also

shawn aninterest. The informatiait shiould be received before
thig:issue of SALVO goes ta print and the process of making

gammon security In
s been a major suc-

The present structure of the
South African defence family.

cess. Coupled with this has been the consolidation of civil con-
trol over the military - vital to defence in our democracy.

We are also pleased that our Affirmative Action and Equal
Opportunity programmes are now firmly established.

On another note, the previous SALVO reported on South
Africa destroying 4 700 anti-personnel landmines at the
Alkantpan Test Range. This reaffirmed our status as a leader
in the intemational effort to combat the landmine problem. In
fact. on 30 October 1997 members of the media were again
nvited to Alkantpan to witness the demolition of the remaining

Owr defence industry, under the auspices of Armscor,
recently exhibited at the UN International Aid and Trade Show
in New York. It is the first time we have been able to partic
pate at such an exhibition and we were able to demonstrate to
the UN and the world the contribution our equipment can make
to world peace.

A last positive for this year is the fact that the ISC case with
the USA has finally been resolved. The fines which were
imposed have been settled and the requested Compliance
Programme has been drawn up and submitted. The implemen-
tation of this programme by all players in the defence industry
will be of the utmost importance in normalising defence trade
relations with the United States.

1997 has held many challenges but is coming to a close on
a high note. Many of the planning phases mentioned earlier
have been completed or are nearing completion. In 1998 we
will have to continue to implement these plans. There are still
challenges ahead. but | believe we have achieved many suc-
cesses in 1997, and 1998 locks to hold even more promise.
Let us move towards the future with confidence

My personal thanks for the support | received from my
Deputy, Minister Kasrils, Mr Steyn, Gen Meiring, Tony
Yengeni, Prof Kader Asmal, Ron Haywood, and the many other

people who have assisted me during the year The Season’s
good wishes to all in the Defence Family. e
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} a serious supplier of quality
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dis s3id international arms mer. Was attended by about 40 000 people.
howgoers were surprised by the Cmdt Marais said the arms embargo had
lzw;amry pu_; on show in Chile ~ forced South Africa to fulfill every of the
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South African Defence Force in a time of

lir-to-air missile system withits  increasing military onslaught on its borders.
ot” belmet was by far the big. He said the arms embargo had “a certain
d at the show. motivating force” which gave South Africa
:ﬂt% Eﬁh the aid of the belmet, the opportunity to prove it could survive in

isolation.

"Armscor’s products are manufactured to
win wars," Cmdt Marais said.
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teller’s computer transac.

told by official US Goy-
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"tment interest,
ch-based : Micr?

esearch Instit
ute (MRI),
lieved the institute had

veloping a local micro-chip industry.
The sources said they had received
strong evidence that MRI was officially
Sanctioned by Pretoria in an effort to
achieve “computer independence”, and
ttgg :l:d&eg] tight IlJaS e(:Jlont‘mls on mili-
nuclear-related technology ex-
ports to the Republic. -
The Government's role included tax
concessjons and other incentives to pro-
mote MRT's activities, the sources said,
1t seems the South African Govern-
ment had considerable confidence that
Mueller could help build a home-grown
computer industry. The US was not the
only government he fooled,” a well-
placed informant revealed.
According to the sources, the State
rtment’s suspicions were aroused
when 1t revised its list of SA companies
gnldwz;cthbe “controlled ties”
exported. The new list con-
‘(«'aeilll:dbe‘;ldmed toot‘)e pdri\i/ate firms” that
ey oing business with
Armscor g

As the list was compiled, the State

Partment realised items being li-
censed for sale to MRI could be used to
develop a micro-chip manufacturing ca-
pability in the Republic.

The US Consul-General was asked to
check on what MRI was doing with the
:g;ipmem it was obtaining, At first, US

G.ul- K3

u

e W—

eller

down. A US offici‘alE wlu()l wtehnt to investi-

gate in person, foun e 5es

empty, and sent an urgent cable back to
the State Department.

At or about this time, the sources said,

y with connections at MRI

% ed to us" about abnormalities in
I's operation and said he had doubts
about what MRI was really up to,
Soon afterwards, further licence ap-
plications for MRI began to be rejected,
though at that stage there was not yet an
inkling that the equi&ment was about to
be diverted to the Soviet Union.
The Armscor spokesman said vester-

day that his organisation took “strong
exception” to “the insinuation and refer-
ence to any association or dealings with
Mr Mueller or any of his companies”,

“Unsubstantiated fabrications of this
nature do little to foster good relation-
ships between South Africa and the Unit-
ed States.

“We categorically deny that Armscor |

d any association with Mr Mueller or

of his companies.
“In fact, Mr Mueller is becoming an
embarrassment not only to Armscor but
also to South Africa,” he said.
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on the Continent”. |
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hat instead €ach — from the United
 went States 1o replace Shackle-;

d tons now in use,

because of Mr Christodou-
lou’s disappearance,

Mr Ernie Wentzel, SC, ap-
pearing for Mr Stein, said Mr
Christodoulou had produced
actors to pass off as people
involved in the arms deals.

Mr Stein, he said, intended
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profit or commission once
the goods were delivered.
Delivery was meant to take
place within six months of
Mr Stein receiving the loan.

It is further alleged that in
February, 1981 Mr Stein met
with Mr Degis Howard
Biebu-andshovedhhn:mhut;
ter parporting to come
Armscor (dated February 3,
1981, signed “J N Coetzee”,
informing Mr Stein that he
would receive 4% commis-
sion on the successful deliv-
ery of the merchandise list-
ed in the letter.

Mr Stein agreed to share
the commission and all
future commission with Mr
Bieber provided he was able
to supply him with a “per-
formance bond”.

The letter said Mr Stein
was to provide Armscor
with half the “bond”, which
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Orign surveillance aireraft
— costing about R30-million
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tons now in use.
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now faces,
Fraud

One of the counts of fraud
involving Mr Christodoulou
as the complainant will not,
however, be proceeded with
because of Mr Christodou-
low's disappearance.

Mr Ernie Wentzel, SC, ap-
pearing for Mr Stein, said Mr
Christodoulou had produced
actors to pass off as people
involved in the arms deals.

Mr Stein, he said, intended
pleading. not ‘guilty to all
counts of frauge

In the indictment the state
alleges that during Septem-
ber, 1980 Mr Stein ap-
proached Mr Jeffrey Ruben-
stein, chairman  of
Rubenstein Finance Co (Pty)
Ltd, and advised him that he
was a government agent act-
ing for Armscor and had
secured an order for arms

overseas which the govern-
ment required for its de-

rposes,
Mr Stein required a loan
of R250 000 to be made to

- him personally to use as a

deposit to pay the supplier.
. iHe showed Mr Rubenstein

4 tapy of the letter purport-

fagto b dressed to him by
Armscor “neg
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1981}, signed “J N Coetzee”,
informing Mr Stein that he
wouldd receive 4% commis-
sion on the successful deliv-
ery of the merchandise list-
ed in the letter.

Mr Stein agreed to share
the commission and all
future commission with Mr
Bieber provided he was able
to supply him with a “per-
formance bond"”.

The letter said Mr Stein
was to provide Armscor
with half the “bond”, which
would be matched by Arms-
cor; that payment of the
“bond” was to be made to
Volkskas in Pretoria and
that the money would then
be transferred to a Mr V
Grauer of Geneva,

Mr Bieber approached
various people with the pro-
position put forward by the
accused, the states alleges.

Mr Stein eventually re-
ceived R220000 from Mr
Bieber but was pressurised
by Mr Bieber and the other
investors in December, 1981
vogarding the mon-delivery
of the merchandise.

Mr Stein produced a num-

ber of letters purportedly

14 cf.

end of WORIA . T, 58
says fop than ™"
g p for the
3 stronics
. In Armscor e
Pretoria Correspondent brtise,”
Economic sanctions against he FM.
| South Africa will not be the end :h from
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This is the view of Mr Fred ¢ divi- -
Bell, executive general manag- f total

. er of Armscor, who leaves the
cor' the end of this
month to take up a new, as yet
still classified, position.

“The only way to break out
of sanctions is when they are
applied. Before that it is very
difficult to decide what to do” we are
he said in an interview. . mand.
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years later, South Af_rica was
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Africa and overseas arms

International would len
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cated he would pu
R730 000, which was p:

March 31

ruxvhﬂung

into a written agreemen
April 11, 1981 with Mr Stein
and Mr Bieber to lend the
money to Mr Stein.

In a second transaction on
May 13, 1981 Wardrobe
Stores entered into another
agreement to lend Mr Stein
R272 000.

It is also that in
January, 1982 Mr Stein held
discussions with Mr Dieter
Gustav Wilhelm Ehrentraut,
ma director of Ace
Haniel International, con-
cerning finance for Armscor
orders. :

On January 20, 1982 Mr
Ehrentraut agreed to lend
Mr Stein R722 000.

A month later Mr Stein
informed Mr Ehrentraut
that the original Armscor

increased

and asked whether Ace Han-
iel would be prepared to con-
tribute R180 000,

Ace Haniel advanced the
money in two cheques made
out in favour of Allied Afri-

Allied Afri-

“‘performance bond” of
R623 250 was needed

Insisted .

Mr Ehrentrant, howéver,

wnan Benad bl

eonnecm metio;l with Armscor, uperior
etter had been a
forgery in its entirety. M po St m\?ldc:s‘
On Apeil 14 Jast year, Ace | ‘;s:e;?l
Haniel a y advanced
R623 250 to in. d th
nmwiesan  TULTLCE P

said there was another sub-
stantial order amounting to
R110-million and asked for
another contribution of
RE50 000 from Ace Haniel,
again producing letters from
Armscor,
The money was allegedly
d to Mr Stein on May 26.

zee" on
which Mr Ehrentraut was in-
formed that supply of the
arms was delayed and the
had difficuity in re-

aying the performance
gondl but undertook to pay
them in January this year.

Identified

In mid-January, however,
a person who allegedly iden-
tified himself as Ben de
Bruyn of Armscor arrived at
Mr Ehrentraut’s office and
said that the monies would

be repaid before February
22.
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time development staff who devise new
»ms and products for our growing mar-
)’ says Steyn.

rinel’s world-first requency-hopping ra-
and other electronics developments for
SADF have led to increased exports, and
resulting economies of scale have lead to
gr profitability, lower product prices and
roved quality, says Steyn.

FRL Lt i B 0 e
They, allegedly arrived in

mB“t the mh‘za‘"lg‘i"dga‘ irinel has wonf Armscor’s export market-
e W X A ey
fied as Mr de Bruyn was a ac.hnev?‘mcm ard every year since its
Mr Jabour. sption. “Export sales increased 50% in the
Mr Eric Ellerine, manag-  year and 1 expect their contribution to
ing di:ﬁm":d‘l" Eil.:l?rlne BI’%B- I turnover to move from 10% this year to
was allegedly informed by |east 50% in the next five ears,” says
Mr Stein that he p least 5 y y

yn.
l[?::s ‘mm?e V‘:nmmrl:l':ﬁ “GH also owns 47% of the Siltek electro-
would earn him a cornis" s group which operates in the computer
sion of more than R1&-mil amunications field. “The two electronics
lion and that, in considef=—yps should produce more than a third of
ation for Ellerine Bros ¢y nover, which was running at some

tfl!wgw,gwouléo ;:;d& 20m last year, in 1986-1987,” says Steyn.

“Total order intake in GH's electronics in-
terests have improved by 64% in the past
year,” he adds.

Armscor’s backing led to the creation ofa
viable electronics manufacturing infrastruc-
ture after the arms boycotts of the Seventics.
“But the volatility of the defence industry
often leads to a feast or famine situation,”
says Steyn. “We have, therefore, decided to
diversify into other markets as well, In doing
this we belicve we'll be able toserve Armscor
even better through contact with other tech-
nology and more money for R & D.”

Proof of Grinel's diversification is the fact
that it is now manufacturing the first 5 000
M-Net decoders for the subscriber-TV
launch in October.

«We are also tendering for the first
100 000 decoders for commercial use and
we're optimistic we'll succeed. This should
boost electronics sales turnover by another
third,” says Steyn. { [ |
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LONDON -~ has extensive

military links in the field of '

aerospace technology with both
Israel and Taiwan

aerospace analysts sa
yetter(ray.

They were spe at the
official launch of the 1989/90 .,
edition of Jane’s All The
World’s Aircraft (Jawa), the
authoritative annual review of
the latest machines, '

It was “o Yy natural” that the
three countries, all of which
were subject to embargoes in
one way or another, should pool
share their technology tg their
Mutdal advantage

SA 'was.d a8 benefit:
ig from the Iseiei! Kfir and
the Lavi, the high-tech fighter 3
thit was eventually discontip.
ued because of foaring devel.
opmient epsts, and Taiwan'’s re.

espite offi-""
cial denials to the contrary,
id:;

cently unveiled AIDQ Ching-
Kue fightes, .
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New markets for - resmsenn
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FW and Magnus

' ling while investiga-
t talks on 38 =3 Gelve into ISC
t¢™arman contacted yes-
rmscor, SADF Si meot b abie t com:
Magnus yhetshif y. — Sapa.
Malan g iy fi to ,

yesterday confirmed he
and President EW de Klerk arnel ',
attended top-level discussions
in the northern Transvaal on
Friday and Saturday on the
role of the SADF and
Armscor.

Malan's spokesman Das
Herbst said yesterday Cabinet
Ministers, SADF staff and
senior Armscor management
were also present at the
“team-building exercise”.
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ler expected to $top arms sales to SA and develop-

that we have

eneral Malan

Stroet, Protorta).

pADON toctq starve fiSHE-
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fraud suspect ‘had Armscor links’

- The founder of a US company
by British defence contractor
id now alleged to be the instiga-
0m fraud, had substantial busi-
wsonal ties with SA, including
or representalives, the London
laimed yesterday in an exclu-
gative report.

had shown that James Guerin,
International Signal and Con-
ad such/ties going back to the
f ISC in the 1970s, the newspa-

ind cerfain ISC companies he
currently the subject
investigation into allegations

go on arms sales to SA.
“ISC companies had what one former

insider described as a ‘regular flow of |

trade with a variety of SA companies’.

“This business was ostensibly in electro- |

nic components for non-military equip-
ment such as computers, radios and televi-
sions. This trade was licensed by the US
authorities.

“But there is a growing suspicion ISC
was also involved in supplying military
equipment or components capable of mili-
tary use in breach of the US embargo,” the;
Observer said. ;

Describing Guerin as understood to hav%

ployed by Armsor, “the sophisticated

state-owned SA a manufacturer”, the
Observer said US tustoms, on at least two
occasions in the tarly 1980s, sent back
shipments destined for SA on the grounds

the equipment being shipped did not match

“A Reaganite righ}-winger, Guerin is un-
derstood to have been politically sympa-
thetic to the SA regime. He was also op-
posed to the embarge.”

Guerin is still in hiding while investiga-
tors in the UK and US delve into ISC.

J An Armscor spokesman contacted yes-
terday said he would not be able to com-
ment on the report until today. — Sapa.
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Armeraoar y
‘euhch’ row f:,n_mtg Aoain

rmany facgs, allegations of 7|, .

marine sanctions ‘busting

Co
l —%io& whether
ais ly building a sanc-
ling submarine at Durban’s
5 15 set to be debated once
West Germany from whom
re secretly obtained in 1984.
imatic source in Bonn said
' the West German govern-
likely to face increased poli-
sure when parliament con-
iext week to re-open
ions into ible criminal
nder the UN arms embargo

rce, however, said the issue
it “perennial” in West Ger-
cs and discounted claims of
:nce being disclosed.
est allegations included
n West German su i
hat the first submarine was
ng built at an Armscor sub-
ipyards in Durban.
yclaimed on a German tele-
mme that construction
ing carried out with the
stance of the state-owned
manufacturers in Kiel,

Howaldswerks-Deutsche Werft (HDW).

The SA Navy has only three outdated

Da class submarines, but one of
these has already been modernised in
Simon’s Town by Armscor.

The other two are in line for conver-
sion, but the SA government has said

more submarines are needed to patrol °

the Cape sea route.
Government leaders have spoken
confidently over the last year about the

capability of SA's arms industry to |

build its own submarines in defiance of
the 1977 UN arms embargo.

The acquisition by SA of German
submarine technology occurred in 1984
but only came to light in 1986 when
HDW officials claimed they had been
given the nod by the West German

_ government.

A memorandum to ministers showed
the documents were sent to SA on mi-
cro-film in a diplomatic pouch.

The Bonn government launched an
official inquiry earlier this year, but
said the sale of blueprints did not in-
clude sufficient detail for SA tostart its
own submarine building programme.
— Sapa.
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ot ts: South Africa and the
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Cular fo reassure them this proce-
dure was being implemented to eliminate
any possible risks of exposure.
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Submarine letter’ denied ” <

§ crez

r has d Y =

knowledge of a said to have beeug 13 EVMIIEL Sow | od .w:—t;
t to a West German engineering officers _ He asked: “How do you know if it is my e
Aibeck outlining a strategy for a code of== signature on the letter?” =L CA
recy regarding SA’s top-secret subma-4 he letter, allegedly signed W Venter, ith  chza ]
~building programme. states that he, Venter, the prorosed £
his follows fresh allegations of an o strategy met with Nohse’s approval and
g, toplevel cover-up among SA and~+ that he would implement (ﬁnrocedm-es to be
t German officials in the West Germa#™ able to co-operate accor y.
lia Jast week. 2. _ The proposals put forward in the letter
est German TV and Press reports saids; Signed W Venter are:

ite official denials from Bonn and Pre-
, a secret SA submarine programme:
continuing with West German aid, &
e letter was first revealed on the Ger-
TV programme Monitor and has since
extensively used in the West German

. Details of its contents along with
allegalions of the SA-West German
1ave ilso been sent to the West Ger-
“oreign Minister and the UN Security
'il’s Arms Embargo Committee.

ee West German submarine manu-
ers were named in reports as con-

g to supply SA with technology in the

of wo:fsheets, blueprints highly
ed engineers.

letter allegedly sent from Pretoria
ober 22 1984, W Venter proposed a
nt strategy to an L Nohse at an
ering firm in Lubeck, outlining how
uld ﬁ‘:bout maintaining secrecy
e subtle release of disinformation.
asked for comment yesterday, Wil-
iter, who retired from Armscor

[1By a process of subtle release of disin-
formation, the impression had to be cre-
ated that the build phase

gramme had been delayed indefinitely;
0 Under no circumstances should a formal
announcement be made in this connection:

O All persons and parties involved in the
covert continuation of the pro
should be fully informed of
and receive specific instructions about
how to deal with inquiries from people who |
had an interest in the matter;

OThe present contract for the so-called
package should continue without interrup-
tion in the present covert manner;

O An up-to-date register should be kept of |
the names of all people informed of the
actual situation; and

O That IKL/HDW be
tively inform individuals
man administration about this matter and
in particular to reassure thern this proce-

of this pro-

Covert

e
> situation |

uested to selec-
the West Ger-

bur years ago, said he knew “abso-  dure was being implemented to eliminate
abgm the letter. any poasible%ks of exposure. .
;"—'w,emcms_ South Africa and the

1 this way we need
acrifice any political
in order to ensure
security or to seek
ance,” he said.
> significance  of
cor’'s contribution
1at it meant that no
ry could piescribe
ally to Sunth Afri-

ce of Cmdt Marais,
or had achieved ex-

& . 2 . wesN o

training of its soldiers had
opened the way for the
peace initiatives taking
place in Southern Africa.
Without Seuth Africa’s
military and technological
supegiority, that hid Been
demonstrated in southemn
Aungola;| the | SWA-An:
gofan, seftlement| would
not, have | been | possiblé,
he said.

HIVE FOR

change ptoble
challenges into opportu-

nities, was an example for
the roct Af Crsitdh A £o’n



._nm want SA naval ¢mnnmr_.n

in: (Ar

i

gl (=S

ERAEEAEAREA | 1n e proposed deal.

b it

Maolan arld -

subs’ row erupts again
e geot.

DAL s e

3¢ West German media
" official denials from
storia, SA is continuing
€t submarine-building

it German submarine
's have been named in
B and Press reports as
Swv_w the South Afri-
mology — in the form of
nd blueprints — and
ed engineers.
iacking the claims in-
. letter, allegedly from
strategy for a disinfor-
aign to “create the im-
the construction phase
amme has been post-
itely®.

also pinpoint the San-
8, in Durban, as the site
arines are being built

Own Correspondent _

under the direct supervision of a
named West German engineer.

This latest spate of developments
in the ongoing row dating back to the
82w=~88 could have major politi-
cal implications for the Bonn gover-
ment which is now accused out-
right of knowingl ving the
Bundestag and blocking an investiga-
tion by the State Prosecutor.

This week the World Campaign —
the main international organisation
opposing military and nuclear col-
laboration with SA — sent a cable to
West German Foreign Minister
Hans-Dietrich Genscher, pointing out
the further damaging effect on the
country’s international relations.
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Asked to respond to the allega- .

tions, an Armscor spokesman said he
had “no comment”.

p—

nisations involved in the |

development and produc- .

tion of arms and by-prod- [

ucts. |
mscor’s out-  Ihe considerable con-
man, who isto  tribution of Armscor to
ed by Mr Jo- the economy could be
wren on Au- Seen by ow.n fact that 70
WII'be anex- Percent of its expenditure | '
rman. flowed back Fﬂ%«-ﬂn pri- 5
an said that, Vate sector, creating more
f Armscor's than 75000 jobs in the
s, South  Process.
not need to The quality of the |
ountry forits Weapons available fo
‘ments. South Africa and the
vay we need training of its soldiers had
any political ovn._oa.z..n way for the
er to ensure Peace initiatives taking
or to seek Place in Southern Africa.
he said, Without  South Africa’s
ificance  of Erg and technological
contribution  SUperiority, that had been
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10 Chandler, Pretoria Bureau

4 exported armaments worth
A2 billien to 39 “selected coun-
Minister of Defence, General
alan. said in Pretoria last

 industry meant the country
c%w of others" for its wea-
id.

at a farewell function for
1t PG Marais, the retiring
{ Armscor, General Malan
r's achievements were such
Africa need not depend on
tion for its requirements".

ay we need not sacrifice any
Is in order to ensure our se-

nav

L2
curity or to Séek assistance,’
General Malan said no country could
prescribe politically to South Africa,
which. as a result of its arms industry,
occupied a position of strength longed for

-by others.

QUALITY OF INDUSTRY

The quality of the industry had opened
up “avenues for the current peace initia-
tives in southern Africa . ,. without South
Africa’s military and technological su-
premacy in southern Angola, the South-
West Africa/Namibia settlement plan
would never have been possible”.

General Malan said apart from Arm-

e.
g in the missile field and
everal missiles of repute.
 reasons we are not pre-
ose the details of our
programme, We will

1A Gadk Dl o
main/contractors and other organisations
in the private sector involved in the de-
velopment and production of armament:
and by-products. A total of 70 percent of
Armscor's annual expenditure flowed
back into the private sector and helped |
create 75 000 jobs, he said,

The organisation’s achievements
served as an example for all South Afri-
cans on how to nnmawa problems and
challenges into opportunities.

“We stand on the eve of chall |
co:u::.._:c:w_ processes and na.iwr, f.
ments, This is a challenge that we havs
to accept with daring,” General Malan
added. i

__”

scor’s affiliates there were more than 900 {Hepart by N Chandlesr, .n_.. Vermaulen Street, Pretaria)
t its  NASproguceq severarmissies orrepite.
ulti- “For obvious reasons we are not pre-
pally  pared to disclose the details of our
long m alification programme. We will
| top-

| tion in this regard,” the spokesman
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0 SA men arrested in New York
kon charges of illegal arms deal-
 identified yesterday as directors
st Rand engincering firm which
lured the pistols concerned.

ce al the Varan [actory al Chloor-
Edenvale said the company had
¥ sold the pistols overseas,
'Baker, 39 and Heinz Gluckle, 45,
tned on Eriday with a US arms
ler allegedly trying (o sell guns Lo
il agents posing as arms smug- -
¢y allegedly agreed to Supply
1 PMX pistols to the agent, with
) selling them to a Colombian
swoup. Baker and Gluckle, a Ger-
PN TiSio1 T 0, SUPPI

4

_Swm: (Pty) Ltg
ESburg arms dealer sajq

out R1 009, were less thap z%w
ar firearmg

Most ‘simj)

o [Maggie to quiy |

22 MAY 1ie

\ e R B al=rant
Lleld “arms dealers!
diggcto s of SA firm
man citizen v 10 his lived in SA fof 25
years, are shareholders in Varan (Pty) Lid.

A man who identified himself as a shire-
holder said the com any had sold the pjs-
tols overseas as well as marketing them
extensively domestically. He declined Lo
say where they had been sold. -
OA Johannesburg arms dealer said ..:_n
Pistols were half the price of most similar
weapops at about R1000 each, -
O An/Armscor spokesman  declined--to
onarepor( that the two men ».::_
claimed they could supply rifles, missiles
and other military equipment. 5
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PETER DELMAR in

THE two Si men arrested in New York
ast week or charges of illegal arms deal-
ing were idmtified yesterday as directors
of an East Rand engineering firm which
Manufacturd the pistols concerned,

A sourceat the Varan factory at Chloor-
kop, near Edenvale, said the company had
Previously sold the Pistqls overseas.

mﬁzmw Faker, 39, and {einz Gluckle, 45,
Were detaijed on Fridaywi M
broker after allegedly trying to sel] gunsto |
US federa agents posing as arms m:,:_m-

L [N 22 MAY 1908

Who has lved in SA for 25 years, are share-
holders iy Varan (Pty) Lid.

1A uo_zzaamc:nn arms dealer said the
wic_w. a about R1 000, were less than half
he price of most similar firearms.

CAn  Amscor Spokesman declined to
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IPE AFFAIR

ms and

m, one of the SA envoys expelled
2 in the aftermath of the Daniel
wpipe missile affair, is apparently
dtothe cloak-and-dagger worldof
In 1982 Steyn was identified by
autherities as an agent of the
ntelligence Service (NIS), after
ted coup by 45 mercenaries under
'e.
escribed at the time in the Rand
45 a rotund, charming man who
it he could shoot a dog at 500 m)
d friend of NIS agent Martin
who was caught on the island and
o life imprisonment. A former
[ Steyn tells the FM that, at the
dlinchek’s detention, there had
rs in Durban intelligence circles
nand Dolinchek had been based
at Steyn would try to secure the
is friend.
Steyn's possible visit t
revealed by authorities on the
it became known that two other
f Steyn — Gerhardus Rothman
: Wet — had been to the island |
at action could be taken 1o pre-
1k from revealing secrets, and
lassistance could save the situa-
ek and five other mercenaries,
en condemned to death, were
d and sent back to SA.

Cly WA S0 ¢ ‘(

0 the Sey- |

the man

?o H&cin’eMd diplomats,” says the official
“By rights he could not have claimed diplo-
ic immunity.” i
ga'tflo further cyomplicalc relations between”
SA and Britain, lan Donaldson, an employe |
of Short Brothers in Northern lrcla[\d _(thc)‘
manufacture the Blowpipe and sophlsucated‘.
Starstreak missiles), was reportedly sacked
with immediate effect, after it was learnt
that he was emigrating to SA to work for
Armscor, according to Beeld.
The British government are clearly con-
cerned that Donaldson, who had been with |

!

-

'

Y it Kor
Short Brothers for 15 years, may dlyulgc [eerir
classified information to the South Afnc.a!}sy | Suid
despite being bound by the UK’s Official [fiction

Secrets Act: he has denied that he will doso.
It was reported that Donaldson would rc-k
ceive three times his present salary, a car and
accommodation in SA.

P

s m ag
—_— nadat hy hom op sydiplom
E. maar koud oornag | het. Hy is kort daaras saam
die platorand ver. diplomate vitdie lang
Die Minister van Buitelan

en genl Magnus Mala het re

» Steyn — whose late father,
iis Steyn, was a high-ranking
I — Wwas expelled from SA’s
¥- Serving for a second time in
n was attached to the embassy
cretary in the political section,
d to a woman from one of the
ing islands.

»it has come to light that Dan-
rested by French police in a
om while examining the motor
zn Blowpipe missile) is' mot an
\ diplomaf. Afier being briefly
yy French Counter-intelligence "}
was released when he claimed |
imunity.

airs Minister Pik Botha twice
mscor’s role in obtaining arms

'1' o MY
ief later told the FM that

accredited diplomat working [p
fairs. It is for that department |
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no Armscor funds were
mnvested with Vermaas or
any of his companies.

Vermaas was also noti-
fied by Armscor that they
were not interested in any
ol his offers and at no
stage were any agrec-
ments made with Ver-
maas for the supply of air-
craft, aircraft spares, or
any other goods or ser-
vices.

The Chief of Staff Op-
erations of the South
African Air Force, Major
General P D Steyn, also
submitted an affidavit to
the effect that the Air
Force did not buy any air-
craft or spares from Ver-
maas.

Gen Steyn said he re-
ceived a call from a for-
mer Chief of the Air
Force in February last
year in which he was in-
forr;:c%c that Vermaas
might be of service ta the
Air Foros, eI

TR

filiaal van Krygkor, ont-
werp en vervaardig. Die
eerste prioriteit is om in dje
behoefte van die Polisie,
wat op die oomblik die
duurder, ingevoerde Beret-
ta gebruik, te bevredig,
Daarom is net 600 aan-
vanklik vir die publiek be-
skikbaar, Teen volgende

aar sal afe. produksie egter-

e —dmTTN NS W

£ oo in A JeU0D
No security clearance

Vermaas was called in
and on March 7, last year,
the two men met in Gen
Steyn’s office.

Vermaas told Gen
Steyn that he had good
relations with Gen Malan
and Mr Botha and that he
also had contact with the
SADF and  amongst
others, Major General
Neels van Tonder.

He offered to serve as
an agent for the SADF to
provide Caribou

Twin Otter aircraft.

Gen Steyn said the
SAAF had no use for
such aircraft, but because
Vermaas offered to pro-
vide other aircraft as well,
he was referred to Mr
Roy Spring of Armscor.

senior manager,
aviation and maritime of
Armscor, Mr Trevor Gib-
bon said in an affidavit
presented to the Commis-

R

transaction or agreement
with Vermaas in which
Armscor made use of
Chieftain Air’s services.

Chieftain Air is the air-
line company belonging
to Vermaas .

The Harm's Commis-
sion’s hearing was ad-
journed to February 22
when it will reconvene in
Cape Town .
Afrikaansen E
'n boodskap van die Staats-
and Jt,

n mnr. Heinz Pfiugler van Mus- .
0ol reg vasgehou word.

(5 5

sion Armscor had never
been

involved in any b,

te-
’au.

ge-
var eIt e R ura gcmg is
nodig om “die terugslag te
kan vat.”

Om dié rede is die pistool
dan miskien nie heeltemal
so geskik as selfver-
dedigingswapen vir 'n vrou
nie. Vir 'n man is hy egter
ideaal. 'n Vrou sal dalk
eerder baat vind by 'n re-
wolwer

|

bevat.

Musgrave, ook 'n filiaal \
van Krygkor en gemoeid
met die verspreiding en be-
marking van die pistool, is
trots op die produk, omdat
Suid-Afrika in di¢ verband
onafhanklikheid gekry het.
Elke sent is boonop plaas-
lik bestee. Daar heers ook
groot buitelandse belang-
stelling en Musgrave ont-
vang heelparty navrae.

Mnr, Pieter Pretorius,
die Parlementslid vir Ma-
raisburg, 1s baie beindruk
deur die pistool.

“Die eienskappe van die
Z 88, soos byvoorbeeld die

veiligheidsknip, kry 'n
mens net in ‘n baie duur
pistool.

“Hy is ook maklik han-
teerbaar en die pistool is
boonop so ontwerp dat ‘n
linkshandige en regshan-
dige hom ewe maklik sal
kan gebruik.”

Hy hou ook van die vei-
ligheidsmeganisme, want
hierdeur word ongelukke
uitgeskakel.

“Selfs mense wat vir
sport skiet, kan gerus daar-
aan dink om 'n ou wapen
later met dié een te ver-
vang,” sé hy.

Mnr. Danté Marais, die
senior superintendent’ van
die Verkeerspolisie in Roo-

depoort, som die pistool so |
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Inting the cost of capex cut

ding electronics suppliers for |
sistance to ensure the survival
echnology industries are likely
owing the release of a study on
ronics market.

0 research firm BM] Tech-

- market for electronics equip-
ces grew a mere 13% last year
' real terms, this represents a
the value of this sector of the

y predicts growth in electro-
will continue to slide. It is
2% rise in revenues this year, |
' 3% decline. g
1owledge director Alan Paul '
mance of the local electronics

ely tied to the country’s lack-
" GDE. However, capital ex-
acks by the two pillars of the
$ market, the Post Office and
had a severe impact on the
4ls prompted companies such
mens and Grinaker Electro-
Electronics 2000 conference
atform to call on government
ational technology strategy.
- Paul, the Post Office’s in-
tronics equipment hag plum-
1€ last three years, Spending
0 financial year was down to
\1,05bn in the previous 12 l
st Office now accounts for

“Communications purchases

g je1
ed to motor vehicles, rail transport and air- | Local sha_lc; (i tl;(clsc‘ g;’;;duds are proj
Trsaq{t ;Sei’:p;:;:d to grow by 16% in 1990 and | be Tal?cs clg phati app‘cai oﬂéﬁ;‘yr;’
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Sales of computer products are accounting = tious. The lota%xga!:x(:s C:)i;..“:ve; lr40m. '];'h "
for an increasing proportion of the local ‘ exported i l‘?h \vgluc of imporicd el
clectronics market, says Paul. Computer mere 3,5% of t ;is only slight; highiess
equipment contributed 18% of total electro- ‘ nics products anl988 ikl
nics revenues in 1984 and this is likely to rise = the figures for Sl S
to 28% by 1992. During the same period | The local n;;nu“ Shertiod H o
sales of computer software and seliviccs are ;:{l?cé;o;u;s F‘;SQUCA $ fgurthcr R2.2bn .

nics | RI, . :
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spending on imported electronics equipment | the mlcr_nim‘OYna e e give e
— ranging from the imposition of import | opportunities for ¢ :E:?.nch oo
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o ith Africans
Government has earmarkcd_Rzo()m for are of what
grants and loans in the next five years 10 id the scenes.
encourage the development of §|eclronlcs earning that
products that have potential for Import re- \q in pace —
placement or export. The first funds. worth en by sheer
about R16,4m, are expected to be awarded
soon. They will be used to support 33 devel-
opment projects with estimated export earn-
ings, in the first three years, of R453m.
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OR CUTBACKS
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above cost-control.

“The armaments industry is also accus-
tomed to developing and building weapons to
detailed specifications rather than to taking
risks on their own designs.”

The technology structure and labour proces-
ses are tailored to production of capital goods
and not the mass-market, These companies
have little experience in civil marketing.

“If deficiencies are recognized and the con-
version process is well planned and carried out
gradually, then there is no reason why it should
not be successful,” he says.

In order for diversification to be successful,
partnerships and have to be entered
into with commercial to enable the
transfer of technology and market knowledge.

He cites several success stories, such as GEC
and Siemen’s acquisition of Plessey, and
Hughes military aircraft entering a partner-
ship with Hewlett-Packard to make a civilian
version of Hughes’s tamper-proof military
personal computer.

Armscor, like other developing countries’
manufacturers, is. {o.mar-

- armaments turning
kets which cannot afford sophisticated and ex-

pensive systems available from the super-
powers and Europe.

Armscor should concentrate its efforts in
“niche markets where we have established our-
selves”, such as artillery and mine-resistant
vehicles, he says.

He sees SA as leading the way in riot control

of selling only to the military
:amtpﬁzeatechnlulpfom and security equipment.
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| Agricultural Rank in Pretaria

f PROBLEMS OF PEACE

. DEFENCE SPENDING IS FORCING A MAJOR RE-THINK

The launch of the
Rooivalk XH-2 com-
bat support helicopter
was to have been
Armscor's finest hour.
The aircraft, by far
the most sophisticated
military system ever
produced by the or-
was claimed to have a local con-
ly 100% and to match the per-
[ any equivalent machine in the
t Union. For more thansix years,
engineers at Armscor and its
rked 1o bring the helicopter from
“board to the battleficld.
when Armscor subsidiary Atlas
seiled the Rooivalk in January,
« had already shelved plans to
hine. For now, at least, the oqu
ouping some of the millions in-
oivalk lie in the export market.
jrawal from Angola, indepen-

nology to local industry.

As a result of the reorganisation, two sep-
arate divisions will handle procurement and
international marketing activities. Industrial
interests, comprising 10 subsidiaries, have
been grouped into three lines of business —
aeronautics, weapons systems and support
services — to enable the organisation to
work more closely with companies in these
sectors. Measures will also be introduced to
improve efficiency.

Executive chairman Johan van Vuuren
stresses Armscor’s primary mission remains
to procure and develop armaments for the
SADF, police and prison service. “I don’t
foresee any cooling off of our relationship
with the Defence Force,” he says, adding
that it is important to continue to have strong
ties with the military, to produce the most
effective and efficient products.

Of Armscor’s subsidiaries’ revenues,
thought to be about R2bn in 1990, well over
70% comes from military products such as

mibia and sudden political re-
recent

aircraft, rockets, guided weapons systems

lled the
, war ma-
ooivalk is
Armscor
on ice by
e Force
yrther 49 |
rapped. |
ent an-
architis |
defence
an effec-
this year

rs more
which is. nearly~14% of ‘the
1
ng, education and employment
- critical issues. facing govern-
rooi gevaar fast_evaporating, it
vitable that defence spénding
AHLDRIYE
¢ R1bn more will be 10ppee™®
.fence budget.
r, lynchpin of SA’s armaments
yast 12 months have been trau-

and night-vision equipment. Though Arms-
cor has undoubtedly made substantial ex-
ports of some of these products, the SADF is
by far its biggest customer.

The new strategy aims to reduce the State
corporation’s dependence on sales to the
SADF while making much better use of its
huge investment in technology.

Armscor is estimated to have spent more
than R3bn in acquiring technology in a wide
range of fields, such as electronics, avionics,
industrial chemistry and metallurgy, to over-
come the arms embargo imposed by the UN
in 1977. As well as procuring technology
from abroad it has also funded considerable
research and development at local universi-
ties and private contractors.

The organisation has also developed im-
pressive management and technical skills in
the design, manufacture, quality control and
marketing of highly sophisticated products.
It is thought to be SA's largest exporter of
manufactured goods.

Government believes it is imperative these
resources be channelled into local industry to
stimulate the economy and create jobs, says
Van Vuuren. “We are one of the few organi-
sations that can really do something to help
the manufacturing sector.”

Armscor works closely with nearly 1 000
private-sector suppliers, says Van Vuuren. It
believes it can extend these partnerships to
produce a wide range of commercial pro-
ducts for international as well as domestic
markets. Some suppliers have already begun
applying technology developed for Armscor
to commercial products such as nitrocellu-
lose, safety flares, ammunition, ceramic
pumps, beer cans — even cricket bats.

Opportunities for collaboration are plenti-
ful in areas such as electronics, automotive
engineering, avionics and chemical engineer-
ing, says Van Vuuren.

He acknowledges that adapting Armscor
to meet the needs of the new SA will be far
from easy. Like many of its suppliers it is
already hurt by cutbacks in defence spend-
ing. In addition, it is looking to increase its
involvement in commercial industry at a

time of heavy recession.

“Qur backs are to the wall. We have to
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alised components — for ex-
rels, missiles, shells and opti-
‘h — Lart:l undertaken by
‘h as Lyttelton Engineeri
Eloptro. " ™
nent of the G6 mobile artil-
olved 160 companies in the
)ays Van Vuuren.
'mscor is expected to award
1g R1,8bn to suppliers in the
\ similar sum is expected to
companies supplying Arms-
vith services and equipment.
previous years, this is likely
:r. Already major suppliers
rear electronics industry —
s biggest areas of spending
IF government assistance to
kets. Groups such as Barlow |
_chhnology, Altech /and. |
mics — some of which have
futs in Post Office spending

is greater emphasis on
developing the manu-
facturing sector.
Armscor, says
Haywood, has the
skills, experience and
technology to encour-
age the development
of manufacturing in-
dustries. He adds it is
important for Arms- |
cor to be seen as work-
ing with, rather than
competing against,
the private sector.
“Industry doesn’t

want a parastatal
coming in and com-
peting in a declining market.”

Haywood is confident Armscor has a lot to
offer industry. “SA must become a global
player with world-standard product quality.
Armscor has been a global player all along.”

It is now up to the organisation to identify
potential areas of co-operation and forge
relationships with private-sector companies
in those markets. Joint ventures and even the
privatisation of some non-strategic oper-
ations could be on the cards.

Haywood adds that Armscor management
has considerable experience in international
trade, as well as an extensive network of
international contacts. This could be used to
promote exports of commercial products.

Though Armscor is loath to talk about
sales on the international armaments mar-
ket, it is recognised as one of SA’s most
successful exporters. Since 1982, it has sup-
plied artillery, military vehicles and a host of
other armaments systems to more than 30
countries. Jane's Defence Weekly estimates
these exports to be worth upwards of R2bn.

Van Vuuren is optimistic that with more
aggressive and focused marketing Armscor
can improve export revenues. In less than 10
years, it has established a reputation for
reliable and well-priced armaments systems
suited for hot and dry environments.

SA is| estimated to be the world’s 10th
largest éxporter of military equipment. G5
4nd G6 artiliery guns, the Rooikat armoured

hroaden their. hneinscoss o

italise on the favourable exchange rate as
well as the thawing of international rela-
tions. He adds that, in the past, exports had
10 take second place to the local war effort. |
However, Armscor is likely to meet in- |
creasingly stiff competition from military
suppliers from the US, the Soviet Union, the
Far East and Europe.

Though tension in the Gulf — where
Armscor is thought to be a2 major supplier —
may fuel arms sales to the Middle East, the
world market for military equipment is in a
slump. World-wide expenditure on defence
electronics, for example, peaked at US$1,02
trillion in 1987 and is falling by about 5% a
year. As defence budgets in the US, Soviet
Union and Europe are curtailed, major mili-
tary contractors are increasingly looking for
sales in Africa, Asia and the Middle East.

The SADF is likely to provide Armscor’s
bread and butter for many years.

Helmoed Heitman, local correspondent
for the authoritative Jane's Defence Weekly,
agrees: “Even if the Defence Force were
allowed to buy equipment abroad, the rand is
so weak that it could not afford to.”

The extent of this business will depend on
government. Though it desperately needs to
cut military expenditure to fund social
upliftment programmes, government is un-
likely to risk weakening the Defence Force.
A well-equipped military deterrent is needed
to check increasing civil unrest.
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industry. Mr Van Vuuren
says: “ of our prime ob-
jectives is to retain our tech-
nological base — it is a
national asset.

“The big defence contrac-
tors in the US can't score by

transf technology. In-
meru!;l.n‘g ulru: oﬂ. ex-

smamﬁz‘“ s Tess developed
and there is a market for our
technok:g.l Another advan-
tage is we have worked
closely with industry.

“Each of our is
AR s o€ Shog toc
mjve ﬁve consulted

~ of oprivate firms
and organised commerce and
indi telling them about

our capabilities.”
Armocor has developed

19 years in the

v SA’'s armam
ents parastatal ha
i eu:g:d \arms sales close to Rb-blmo(zl. Sea%%r;egg
il‘s:‘; bilxll?]“- ¥ says its exports were about R1-
: t had developed world-cl i
IeA ) G6 artillery pieces ooikat hroducts in its G5 and
ook Ro&ig&;{t&k helicoptoc, <2t armoured car and its
customers clamoured to by
a each th
oy 1 Do e e became the Lohbiggen i o
} e sky seemed
noayy § office bul"’l'din soutﬂ%élg‘ i Armscor moved into a huge head
Ly an R100-million and the next. |t .% S41d t0 have cost more
wiow | ‘“T‘I“d“nced jet fighter "ot Project speculated about was
; en in one '
iodxa year, Comrade Gorbachey
fosan | S o syl ek s it
an, ended abruptly, p
l!t\\:;\;;; mezr&?:&ew:&%wded a;o awdi)avw rgthyer m‘;??n"fwgﬁ
(POQUID m%m‘;:mgdl&ymm lEhe de:ence mﬁi? ! sought money
week' ¢
e N | defence cuts had been ef, ez(tlg‘lltigr_nalrngli-:ltxinf,_algmncant
Jisnput | consumables and high-tech Y I personnel,
Inq 109 hardware. By DA
ss)Ing Rooiw;alk. the product of y DAVID CARTE
: years of sweat and hundreds . :
) 9L | of millions of rands, will not ﬂ‘mm[?ersl Where fsh' inkage is
‘skes | be ordered by the SA Air bull Spa:ens— or example,
1 Suto j| Force, though' it is still for popps Shels: Tockets and
mouy [ Sale to other friendly forces. 5 pych exports. Armscor
safu. o roducts are battle tested in
M\OH'Q' S'aShed ) dr:&dustymndmonsand
Ay Staff numbers of a cor- tively low priced. It
: gnﬂulhtvmbooml Blludg_‘m"mmﬁ
eaUrendy y-nwm = m"‘““"““ companies
) 9 Joulll from & , of 29 armaments e et
TQOW 20 000. The new building was mbeinas;;mdbxq
i B designed to house 2200, but  cutbacks, one MM
P3AONJ @ the number is now more like  huge markets could be open
qouos @ 1800 — and due to fall to -
wouooo  sharply. :
wurdug ] f(;:':l moi;l t::ts tell Asset
| only | fraction e story. v :
b T S e e
398001 B toms for 1 industrial saninon to go will be the
uep companies Their orders 3ant emb“g‘:..
1[ %l!';\' E:VC ?:%‘ a‘;s"‘ﬁd‘g:a t::‘% 3, Tranaferring technology to
" staff members for every one
_ that Armscor has shed. So we
| are looking at 30 000 civilian
jobs lost through military
cutbacks,
Executive chairman Johan
Van Vuuren is bloody but un-

bowed. He admits that the
transition will not be easy.
But he has three strategies
‘deal with impending peace.
. Streamline the organisa-
\orL This entails cutting

firing line ...

JOHAN VAN VUUREN took
over as chief executive of
mﬂﬁ r from Fred Bell in
1986.

He has been with Armscor
for 19 years, 14 on the manu-
fact side,

Although most of his col-
leagues are engineers, Mr
Van Vuuren'’s training was in
business economics.

His commercial insight
was helpful after 1962 when
Armscor stopped counting on
one dgmrlble customer,
the SA Defence Force, Arms-
cor became more cost and
efficiency conscious and
started exporting to 40 cus-
tomers.

“When we started export-
ing, we were innocents
abroad, with a lot of faith but
little experience.

_ Efficiency
“In 1986, when I took over

{rogr Fred, we wer'e already
tasting success, We had to put

when started breaking
out all over.”

Before taking the helm, Mr
Van Vuuren headed all the
manufactaring subsidiaries.
Before that, he was boss of
Lyttelton Engineerin

orks, manufacturer o
small arms and the G5 and
G6 cannons.

He studied business econo-
mics part time at the Uni-
versity of Pretoria. His first
two jobs were with the Peri-
Urban Health Board and then
the City Council of Pretoria
where he gained early expo-
sure to computers,

Armscor was founded in
1964 as the Armaments

~——

VUUREN and friend — a Mu

rave
LEY
world-class capability in

metallurgy, machining, ex-
plosives, electronics and oth-
er fields,
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"“We'll concentrate on
unique products where we
have a clear advantage and
where there is export inter-
est.”

Display
duets virtually ready for'the

open market:

display pilots

use for sighting can be adapt- |
ed for mine drilling ma-

chines. Before each blast,
rock has to be marked in 40

or 50 places by an engineer‘ A
head-up display would elimi-
nate marking up. It could be
sold internationally.

@ Armscor has a small,
harmless detonator that
could ensure that all Christ-
mas crackers go off.

o il oy By Do
aroun expo
markets. Its expertise could
be useful to exporters and
importers.

Mr Van Vuuren says: “The
luxury Toyota Lexus is an in-
structive example. It equals
the best in Europe, but is
built with a quarter of the
manpower, No wonder
Toyota can sell the car for

000 and make a profit. We
have competed in tough mar-
kets and can attain the high-
est standards of output from
inputs of manpower an
material.”

#n effective strategie plan in
place but were glready inter-|
] national” players.
“Initially, .1 concentrated
o dtréngthening the
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Europe’s pollut

Hungary after 1956w the
friends of our refups are
coming to power e is
enormous goodwi!ljwards
SA. The Poles j§ven't
forgotten that the SfF flew
in su ua m t peond
World War. It's eqf for a
SA businessman toffa visa
to Eastern Europe
United States.”

Another advant
Eastern Europe
mies are unbalar
have a surfeit of s
and shortages of

to the

s that
BLORO~

They
things

les of R2bn a year, aims to
trade and barter to R2bn
"ée years. At the moment, b
0!1_}{ a year.
S: 1 gained experience in a S r e
ig‘ymg and
rmscor. S
i Sotnbar. y DAVID CARTE
‘ére secret.  lands water schemes are ex- im
vté::s de:gre amples. Mr Bell thinks there ran’: ;? ::p:tsn.j'?whed s
e hn% is great scope for this kind of Several transactions have
s a.n deal between SA and Central completed with East
an of the  Mr Bell explains how SA’s Cmbanmﬁyw, g )
ﬁ“:ti‘avgﬁn.; S%mter-trade drive started: and Turke;km' Yn;.:f::&
Or some years now, these coun-
:l vli’gct a;:'- several Eastern y mgr hfﬁle] I:auﬁ in common
e ggnnegna;“fﬂe%mfer tnobe v;it'l; SA. Several have
uropean — S
maonc?attig: 33”:,3 ?teendsc%:dl'.,i Africa to dol:;eiiic ‘;-po‘:ll:ct:gnls,evels of
| er dea e us, A
ge closet. lack foreign currency tgxexg {echaciony: aad markets.
access to trade credits and i
aging in therefore resort to barter, Vital
= e “SA exporters were also They do not have the huge
each other 2Ctive in Africa and met the Production runs of US firms,
y deal ijn Central European counter- Dor do they attain the First
merchant 'raders. They discovered World quality (and pricing)
Iy trans. Considerable complementar- Standards of the Swiss. They
R an s ity. We have what they want Serve middle-income
&nd_tl;e hab‘:e what we want. gomnwr markets much like
Jjob has been to encourage  OUrs.
ci‘;dtr:gtrs thl’.:s trade and extend it.” - Eastern European coun-
ot SA is in a good position to  tries, with wel -educated,
et do counter-trade because it is hard-working opulations,
two, 4 big importer and exporter. together with Western good-
i Mr Bell says: “We spend Will and capital, will grow
e more than Ré0bn a year on  1ast as they adopt market
olant jn \mports. We are unusual ©conomies. It is therefore
akes tp @mong counter-trading Vital to start trading with
produc- DAations in having realcashto  them now.
0da-ash SPend. That gives us enorm- | “Tn the past wa accepted
o High- 0Us clout. Counter-trade | r€fugees ' from these
L= enables the rand-wesspend'on”| Countties, nglably from
'es indus- ' vl | i T
y labour i
*chanisa- . |
ien place
t. Due to
::jf explo-
el ARCHIVE FOR JUSTICE |
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1nology
hadbeen

in that

FRED BELL and $p products. . . Atomic Energy Board high-tech dust separa
= ‘l’rpln exchange for Polish pork ribs

When Russian central

lanners held sway over

astern KEurope, they
ordained Iactotll-l;t whelre a cg
tain supplying the
wholeblocwﬂf:esimawd.
Production runs were huge
and regional ialisation
developed. Poland is famous
for steel and en ing and
Hungary for pharmaceuti-
cals. But both are short of
many items.

“I try to spread the word
wherever 1
audience. I visit supermar-

can find an,

| ' Armscor’s
Bell’s into

kets and mines and ask them
to examine where they are
buying. I ask whether they
cannot get these goods from
our counter-trade partners.
tbeuBm l::an:vir f wgug
rep ent o
exports with counter-trade.
Counter-trade is the alterna-
-4 &e"ﬁ"“@““;ﬂ”
1 i

devyelops into normal 4

He admits that it is not all
plain sailing. It is hard to per-
suade SA importers to buy
from new territories. In
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Which sells aircraft, told the FM
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latus deal. He said a close cor-
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ld been acting as agent (on a
basis) to “bring Pilatus and
sether.” The other members of
ire Gerard Wyss and Peter
S o "
5, who is described in documents
strar of Companies as a Swiss
Berger are also directors of
uternational Holdings. Wyss, an
of Pilatus, had also been a
he Pilatus team who reviewed its
lor, the Ovid NGT aircraft.
e Marais’s assertion that Chan-
agent for Pilatus, Armscor PR
n Henning, after the FM had
copy of that report, replied that
vas involved in the police deal
and not the Armscor deal.”
or has chosen not to react to the
Rality of the contract now that it
1 commission was paid.
CP MP Pieter Groenewald said
contacted former Stellenbosch
nery MD Ronnie Melck, a di-
dquest, after former CP leader
irnicht had received an anony-
aiming that Melck, Marais and
government official had been
sion for the Armscor/Pilatus

d claims Melck, who said that
d been involved in the Pilatus
| him to Goldgquést MD Colin
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been acting .as agent for
= Pilatus for a snyall commis-
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~mon was never-mentioned
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Groenewald. *‘I also-men-
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Pilatus but Tatham would
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been involved in that deal.”
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Even curiouser

e
A Stellenbosch group of businessmen, who
stand 10 pocket millions in commission from
# controversial aircraft deal between [Arms-

and Pilatus, were also involved in a dea

veen the SA Police and this Swiss com-

o B L e

pany. Last year the SAP bought seven Pila- Wil-
tus PC 6 Porter aircraft for almost R21m. _ﬁﬁpﬂh

.;nm.i_.nooa_v,_.ovo:aaEw:rogm_.
nessmen had been involved as go-betweens in .
the R520m deal between Pilatus and Arms-
cor for the sale of 60 Pilatus PC 7 Mark 11
training aircraft (Current Affairs May 28).
And that Armscor had in 1989 invited an
investigation team from Pilatus to review the
SA-designed Ovid trainer, which last year
lost the Armscor contract
to Pilatus.

Replying to a question in
parliament from CP MP"
Pieter Groenewald on May
19, Law & Order Minister
Hernus Kriel confirmed
that the SAP had bought ,
seven aircraft. Kriel added i once=
that the deal amounted to ~- s
R20,8m but refused to °
name the seller or give de-
tails of the aircraft. “I do -

not regard it in the public spokesmam
interest to supply the re- < aid that bes
Quested information,” said pnge betwe
Kriel. "W d, the sancl

Earlier, Deputy Defence
Minister Wynand Breyten-
bach told the FM that the sale of the aircraft
had been a straight deal between Armscor
and Pilatus. Defence Minister. Kobie Coctsee
told parliament: ‘“‘According ‘1o “Armscor
there has, as far as is known, not been any
commission paid to any other bn_.mon Oor coitl-
pany.™

A clause in the purchasifig agreement be-
tween the two organisations forbade the pay-
ment of commission and fiade provision for
cancellation and damages if thisdid happen.

Stellenbosch attorney Willie-Pieter Mar-
ais, chairman of the Oo&nc«& group of

Breytenbach .
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FM when we phoned, say-
ing: “You can’t ask me to
discuss this with you over
the telephone.”

d At the time of the FM
going to press Armscor had
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rming arms into profits

Wrea’t been many instant success
shen it comes to turning State bu-
des into profitable businesses.
isurprising that a year after splitting
mSCOrgnd beginning to commercia-
tovernment-owned military and in-
wmpany Denel can present a bal-
#t that boasts a R235m profit —
tforecast — on revenue of R2,82bn.
i 2 R60m dividend to government
ust from one of its commercialised
.

MD Johan Alberts attributes the
tleased last week, to a better use of
sand financial discipline, not to
i insistence on upfront payments.
xss philosophy has been simple: “If
ican’t cope, we close it down or
¢ to keep the expertise. We don’t
ss-subsidisation and none of the
#¢ make is unprofitable.”

et government goes along, Alberts |

s a 1995 JSE listing, i
g that critics argued ;
e taken place last year
:nment decided to divest
of its manufacturing ca-
But the government de-
ommercialise before pri-
‘Had we sold all our
liabilities, we would at -,
realised scrap

ead, our policy

o build up a A
industrial his-

=

to slash
pending,
nt com-
1study in 1991 to determine how
sets and technological abilities
out government aid, be used to
pporting the security forces, hon-
| export contracts and contribute
omy.,

ly recommended that Armscor
s production and service subsid-
rm a company capable of man-
ssets. This, it was hoped, would
ure the retention of capabilities
therwise be lost, but would also

and 55% from government — Denel has
managed to generate 19% of its income from
commercial products and services.

The past year has seen a number of inno-
vations emerge from Denel’s laboratories
and workshops.
_For example, subsidiary Somchem pre-
viously specialised only in manufacturing
propellants and high explosives. But it has
now succeeded in marketing glass-reinforced
vo_wmmpo._. water pipes, sophisticated medical
monitoring devices and a number of com-
mercial chemicals,

Other successful products include small
tractors, previously imported, and a substan-
:m_ amount of mining equipment. Ammuni-
tion has also been redesigned to appeal to

o

lying those abilities to promote

pe,” he said.  electronics
listed techni- 22 4 percent. —
in-a-number-.! Reuter, i

and maritine

. N R
hunters, and Denel is
cashing in on local and

. international demand
?_.ac__o?_.aws.z <oEo_a.Za.

-

chem’s Mamba vehicle is proving
far 2 vov_*_u_. alternative to the more
* expensive Land-Rover.

Last week Denel entered the international

commercial space market, announcing the
launch of Greensat, A small, relatively inex-
pensive satellite, it operates within 500 km of.
Earth and is designed to help manage natu-
ral resources. Its applications include town
and ._.omm.o:»_ planning, pollution control and
monitoring, forestry management, carto-
graphy and disaster management.

But some in the private sector say Denel
has succeeded by acting m_._:.ooavo:mé_w.

A complaint from pharmaceutical manufac-

turer .Zo;.ﬁm: against Somchem is being

Sapa-

Eil,

aggressive interna-
tional marketing drive
but admits there are
still political barriers.
“We are essentially
dealing with a sensi-
tive political product.
We also have to abide
by own Department of
Foreign Affairs poli-
oy,

He is thrilled with breakthroughs in the
Middle East. “We exhibited in Abu Dhabi
and will exhibit in Dubai in November and
Malaysia in December.” And he promises to
unveil a large commercial contract this
month at the Paris Air Show.

Aside from international and domestic
B::mé&:amﬁ cuts, Denel must still cut its
workforce. Says Alberts: “We are looking at
profitability and can't increase our selling
prices because we are trying to win market
share.

“Our only choice is continued rational-

isation and lower working costs.” With this
in mind, Denel now subcontracts some re-
search to universities and other institutions.

Alberts, a CA, attributes much of Denel’s
Success to his 12-member management
leam, mostly former Armscor people. But
Denel spokesman Paul Holzhausen says Al-
berts gave management a “rough talking to
to change their mindset from 2 bureawerd
10 a business mentality.” |

Some observers say Denei did well larggis
because Alberts had already put Armsco or
a sound financial footing before. com
cialisation. He was made Armscor CEQ
1990. ~

Pieter van Huysteen, former head of g
erament’s privatisation unit and now P
Waterhouse Meyerne! -corporate finagel
CE, is not surprised by Deniel’s performanés.
“From its inception, it was glear that De
was well managed. I am, iowever, surpriseg
at the extent of the good Tinancial perfo uh
ance, given the current domestic and i
natiohal economic climates.”

- ———
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Investigation iy

|
Office for Serious
ﬁeﬂ—u?g vers] 3
completed its investigations © lagti
gnﬂogg TEEM
Contracts between Armscor lge=
and certain outside Ber reg
contractors, it said yesterday.
In one case former Armscor die g
official JJ G Kymdell had
al in the Pretoria
te’'s Court on fraud EO i
corruption charges of ged inr
R3m. The case was n Ae
Sggi%ﬂﬂiﬂ cam
released on R100 bail. In 5
the other case no evidence had
gg;gﬂ
fgﬂnﬂlﬂ.ﬁ!
nﬂg .i
?gotnﬂus
Mmanufacturer Spescom
gﬁfg
with Armscor.
=§§ﬂ:&:ﬂ~.
> director Danie Maartens,
4 by the FM, said his company

| as agents on behalf of any
ave been involved with the
fle group (Pilatus’s holding
A long time,” says Maartens,
*Ctor of Oerlikon Flectsodes
'as sold to Afrox. “Beingan
naking money. We have pro-
ith office facilities and work
M. The sale agreement was a
tween Armscor and Pilatus.
e time,”
ild not say who had request= _ Reoistrags Compz=
Pany’s files should be with- Berger H Wyss an-
*gistrar’s office. “I have re- i
vestments for SA,” was his
Eddie Botha
‘Cument after EL
oted that “the Wynand 2
ducted as if it According to doec
latus project.” The researc] Registrar on Septen—
ed “project and desion obiec - CBE s
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scor of ;
rregularities’ I
THE oeﬂqgefu' Serious tin dje ‘1:

Oifences said alte-

day ithad completed its 1€ kryg.

mi:’ﬁom into alleged teen.
irregularities in connection hc
with contracts between ! Vo
Armscor and certain outside | wWa
contractors. v-a_«a~7  vgkor lin
The office ?mi;glatu " m dt: wWo
following ap investigation i ver

had cleared electronics

manulactlul‘er Spesc?m in
October last year o any
irregularities in its dealings
with Armscor.

Irom pu b-
raud and comlgtion Charges| the files was
imounting to The case) o' Com-

ed to the end
?‘53.?:“ ag%ﬁmdell was z
eleased on R100000 bail. In bernie Roodte
1e other case no evidence w. applicable in
und linking Armscor or its Jation is with- |
aff to any crime. | terests of the
umtry (in landsbelang),»

Intertechnic director Danie Maartens,
'©n contacted by the Faf, said his compan

d not "acted as agents on behalf of any
1y. “We have beep involved with the
rlikon-Buehrle group (Pilatus’s holding
1pany) for a long time,” says Maartens,

» was a director of Oerlikon Electrodes
before it was sold to Afrox. “Being an

1t implies making money. We have pro-

d Pilatus with offjce facilities and work

1y with them. The sale agreement was a

2ht deal between Armscor and Pilatus,
issist all the time.”

l
<
<
(

artens would not say who had request- F
1t his company’s fifes should be with- E
at the Registrar’s office. q

i many investments for SA” was his

I
>mment. Eddie Botha ¢

“T'have re-

LR reTron airu favaivy,

a later document after

Sit, it is poied ]

v Was conauted s g
be a Pilatus project.” The researcl

nvestigated “project and design objec

>roject activities, including time scale
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'neration in commission n»a&. ~ :
Marais says Chanmon did act as a go-

between for Pilatus and the Air Force. “Ge--
rard Wyss obviously assisted in the process.
He has had a long involvement with Pilatus.”
: ; . As far as he knows, says Marais, Wyss is an )
Defoncs wﬂooms—ss. ft SA citizen. However, documentation in the
t deal. The .~ office of the Registrar of Companies re- ¥
= el dealin- o010 in March 1991 that Wyss wes sttt o}
witzerland, to the SA Air Force. Marais says that at this __o,o!Bo»
the. members of Chanmon cc, ¥ that at (s stage ~
AR comment on the possible amount payable to
ngnnﬂﬁoggg__. Chanmon as ission. “We still have to
who 4 . for commission. “We s
,,.v.wun.n e ..&_ ._w.. > g work out the commission structure. That will
e 5589?8..5? IVYeSUEA- 1o determined by various factors.” Strong
ToReTE Oq&!gg rumours that an 11% commission would be
: Eomguugﬂgg payable could not be confirmed by the FM. |
TPy FaeTen. .~ ~ However, Deputy Defence Minister Wyn-
h att Sm.?%.!wmnhhha Breytenbach has told the FM that “no .
Member an.wO confi go-betweens were involved” in the contract 1
Sion dced u-g!_ ;s ?Jﬂﬂ between Armscor and Pilatus. He says the |
Il between Pilatus ph%o.ﬂno SADF, hame of Chanmon is unknown to him. Brey-
mber of Chanmon is Ca .—.o!... tenbach adds that “the SAAF and Armscor
m Peter Berger. H §o . are not involved with the payment of com- -
o purchasi oS:thncﬂ. 2 | mission. Any payment of commission is ex- :
g B __ﬂw s gbaco...oo_% clusively a matter between Pilatus and its
" = S could | oogsible agents.” _
This, however, is also in doubt. A docu-
ment faxed by Armscor to SABC science
expert Marinus Wijnbeek (whose Agenda
programme on the Pilatus deal caused for-
mer Defence Minister Gene Louw to accuse
the programme of being one-sided) deals
- with the subject, r i 5
According to the document, Section 18 of o
the purchasing agreement deals with “reme-
- dies in the case of bribes.” It reads: “If the [SER—-
buyer has concluded on reasonable grounds |
that the seller, in relation to the execution of L b
the agreement, has promised or has caused L\l =
on his behalf to be promised, offersd or given B L
to an official, employee or any other person LR LE St
any bribes, commission, loan, advantage or R ;
any other consideration whatsoeyer ... the | 8 -
buyer may summarily cancel the agreement { F B "
and (a) claim damages occasioned: by such |
cancellation; or (b) claim an amiount of 10%
of the aircraft price as cancellation costs |
(FAs italics).” . ——— i
L According to documents lodged with the @ w T
B - Registrar of Companies in Pretoria Marais, ~N
: Berger and Wyss are also directors of Gold.. o =
quest International Holdings and Goldquest | |
- International Acrospace. Other directors are - L=
S L former Stellenbosch Farmers' Winery SOES ==
S . (SFW) MD Ronnie Melck (now' a wine =
: - farmer) and Colin Tatham, also formerly of |, e
SFW. | ; ’ .

. According to documents filed with the |
N : Registrar on September 17 1990 the aim of |
v b _ a Oo_naco.ﬂ International Aerospace is to “op- |




rer, is also in doubt. A docu- |

y Armscor to SABC science |
us Wijnbeek (whose Agenda
1 the Pilatus deal caused for-
Minister Gene Louw to accuse
ne of being one-sided) deals
act. ,
o the document, Section 18 of
+ agreement deals with “reme-
i of bribes.” It reads: “If the |
cluded on reasonable grounds |
in relation to the execution of
:, has promised or has caused *
o be promised, offered or given |
employee or any other person |
smmission, loan, advantage or |
sideration whatsoever ... the |
mmarily cancel the agreement
damages occasioned by such _
r (b) claim an amount of 10% v
ft price as cancellation costs
to documents lodged with the |
“ompanies in Pretoria Marais,
'yss are also directors of Gold-
rional Holdings and Goldquest
Aerospace. Other directors are
lenbosch Farmers’ Winery
Ronnie Melck (now a wine
~olin Tatham, also formerly of

to documents filed with the
September 17 1990 the aim of
ernational Aerospace is to “op-
:cts of aviation.” In a signed |
October 2 1991, Marais, wm)
Joldquest International Hold-
» the Registrar that the com-
holding company of the Gold-
tind is very operational at this
and will stay operational for a
seriod of time.” This was after
* had previously given notice
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idial tis week said thaty?
never been involved with thd!
Goldquest has been involvedd?
pects of aviation, including - 4
crafl, said Marais. He also dest
quest had ever sponsored or
at Air Force functions. “I <2
have any knowledge of thi:if
against our policy,” said MizH

Commandant Pierre du P49
commander of the SAAF =
the Silver Falcons, based at !
echoed Marais’ denial. “It wi
Air Force policy to accept spd
says he knows of the Goldque
is not prepared to discuss th!
Breytenbach denies any knovd!
quest. BN, Ma 8 =

The FM has, however, seen?
sponsorship by Goldquest ©o0
Silver Falcons, During a Silvl
tion in 1992 a|] present receii?
lighters (about R80 each) - .
Falcon emblem, Also inscritdi
sored by Goldquest.”

Meanwhile, the files of arm
Intertechnic, which had org?
by the Pilatus team to rewv?
signed Ovid aircraft in 1988 #
of Armscor, have been withof
lic scrutiny. The withdrawa ¥
done in terms of Section 1 52
panies Act.

Registrar of Companies™#
says Section 15(a) is normal]J#
sensitive cases where the infol
held from the public “in nn-o.m
country (in landsbelang).”

Intertechnic  dirggtor 1D
when contacted by the FM, s2-
had ‘not'acted as igents omn?
party. *We have [Been inw
Oerlikon-Buehrie | 28 p P4
company} for 2 Jong time,> “
Who Was a directoraf Oerl?
SA before it was dof
agent ' implies makine
vided Pilatus with
closely with them| T
straight deal hetwd

the Visit, it is noted that vy
review was conducted as ifti

would be a Pilatus proje
LEATIY) INVAet i nntnd o’ o e dedd
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that he itended to remove the company
from thezgister. Aa M rcda_

Maraishis week said that Goldquest has |
never bez involved with the Pilatus deal.
Goldquesihas been involved with other as-
pects of siation, including the sale of air-
craft, saitMarais. He also denied that Gold-
quest hadzver sponsored or presented gifts
at Air Fuce functions. “I certainly do not
have anyknowledge of this. It would be
against or policy,” S_M Z_.w_aw.

Commudant Pierre du Plessis, formerly
commandr of the SAAF acrobatic team, Armecor's 1a
the SilverFalcons, based at Langebaanweg, | The bombs
echoed Mrais’ denial. “It would be against
Air Forcenolicy to accept sponsorships.” He
says he kows of the Goldquest company but 1Y engineered
is not preared to discuss this with the FM. m

| Breyte g_”_ n_.maa a_w knowledge of Gold- [

uest. [ Bl f
: The Fihas, however, seen some tokens of | nMWMMMr.an.
sponsorshy by Goldquest on behalf of the | in the cl
Silver Falons. During a Silver Falcon func- | SA was not
tion in 192 all present received silver Zippo |jevice when
lighters (bout R80 each) with the Silver
Falcon emlem. Also inscribed was: “Spor-
sored by (oldquest.”

Meanviile, the files of another company,
Intertechic, which had organised the visit
by the Pitus team to review the SA-de- |,
signed Ovl aircraft in 1988 at the invitation
of Armsce, have been withdrawn from pub-
lic scrutin. The withdrawal of the files was
done in tems of Section 15(a) of the Com-
panies Ad

Registrs of Companies’ Bernie Roodt
says Sectin 15(a) is normallly applicable in
sensitive cses where the information is with-
held fromhe public “in the interests of the
country (it landsbelang).”

Intertecnic director Danic Maartens,
when contited by the FM, said his company
had not “ated as agents on behalf of any
party. *“W: have been involved with the
Yerlikon-Biehrle group (Pilatus’s holding
ompany)br a long time,” says Maartens,
vho was adirector of Oerlikon Electrodes
3A beforeit was sold to Afrox. “Being an
gent irmples making money. We have pro-
ided Pilats with office facilities and work
losely wvitl them. The sale¢ agreement was a
raight dal between Armscor and Pilatus.
Ve assist il the time.”

Maartenwould not say who had request-
| that hiscompany’s files should be with-
awn at iz Registrar’s office. “‘I have re-
uited mmay investments for SA,” was his
ly connmnt. Eddie Botha

ML 1 e Tl AN rav sy, F
- 2. we danssevannt after
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w?..:»:c:s_ dealer cheated
ExArmscor boss tells of imports

.%Hglsgg—g:ﬁgﬂn — Political Staff J

000" itorts of arms and weapons a

ear, foer chairman J G J van Vuuren  Such incident in the history of Armscor.”
d a piamentary committee, it was The agent had falsified the signatories
Iscloseresterday. of foreign-based officials and Armscor
EE-—&»-%E~ER=3-E.

It walso disclosed ormer
rmscoagent had ._rm."w“hoh wi “It is very difficult to institute legal
proceedings against him for an inter-

23m fm an unnamed foreign coun

s,

gnment was ¢
wever, the arz
resented false ¢

gh secret fur
was not the sa
trol.

f SA's reputati

nds, Aisco manages. T committee also beard evidence
de W S_Mo.n_xsan_“””mu:ﬁ on 2about the financial transactions of the

1blic whose + - Civil Co-operation Bureau. Former Audi-
A vﬂﬁmlw.gﬂvel .- Br_o._.M.. tor-General Peter Wronsley said
Van Viren and De Waal give thele vrwamogr&an: uo-coou-nno-....n& for.
idence the committee on June 3 last ©- .—.....M.MQBB_:S also found it “disturb-
ar, VeVouren sald Armscor had to 1 B ot Such & large amount of money
al wi intermediaries and was in. [ 000 964,13 should have been placed in
ved ifcertain clandestine imports”. . CrCiEn bank by a single CCB member,

POrts™.  jdentified as “Jaco Black”, without the

“About 000 such imports are handled  authority or knowledge of the State Ex- i
ey ye, but this was only the second penditure Department. MM
In1987he CSIR and the if they were advising™s on o m—ﬂ
las Aimft Corp (funded Gene Louw our aircraft industry and lat- 4o the
h taxyers’ money via er competing against us,” | eq
mscord the SADF) initiated the design | says Rogers. But Rogers feels that the Air pe re
I deveyment of a new military training | Force is being unnecessarily criticised over W
craft, de-named Ovid, to replace the | the Pilatus contract. ed SA
‘ing Hvards. Test flights were well ad- Former SAAF fighter pilot and senior ke re
iced win tenders were called for by the | flying instructor Dries Marais has defended @s sa
DF in991, Submissions were received | the local aircraft. Marais joined the CSIR as_st sp
m thesakers of the Tucano (Brazil), | an independent specialist consultant during s

1ega (hnce), Orlik (Poland) and Pilatus | the development phase of the Ovid! "m

7(Swizrland). The newly formed Denel
panyibmitted a tender for the Ovid.
lowev, it now seems clear that Pilatus
ubsidiy of the Oerlikon-Buehrle group)
(Marais) insisted on on.thd

| threcears previously been given a de-
ed loolat the development of the Ovid.
\ccordg to a draft letter dated October
1987, ¢ Armscor GM for aircraft, D R
ing, wte to Companie Intertechnique, a
\lus reesentative in SA. Spring request-
that ti Swiss company should send a
mto S to provide a consultancy service
an exrimental plane. “I believe that
le thisxercise will have

appearing

SABC’s Agenda programme- to-defend-th 3
Ovid.

on TV in his personal-capacity
outside consultant.- Mara

sideralz benefit for our
raft idustry, it may be
1re thy passing interest
Pilatusto have contact
! an atside organisa-
" Sprg also cautioned
.fmsn ofration should be

was given two hours to cled
his office.
Marais tells the FM th3
he was aware of the invita
tion by Armscor to Pilatus.
*“] knew about the Pilatus '*
review of the Ovid pro-
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Strange deal

Why did the Cabinet sign a RS00m contract
for 60 trainer aircraft with the Pilatus com-
pany of Switzerland, instead of buying the
SA-designed Ovid trainer? Why did a Pila-
tus research team visit SA in order to con-
duct a technical review of the Ovid aircraft?

competitor?

The FM has documents
which show that a team from
Pilatus visited SA in 1988%.
The invitation to Pilatus

came from JArmscor 4 —

whose privatised subsidiary,
Denel, last year lost the
R500m SADF contract in
favour of Pilatus. Details of
the Armscor invitation will
make the purchase of the Pi-
latus aircraft even more con-
troversial — and exacerbate
government sensitivities,

In 1987, the CSIR and the
Atlas Aircraft Corp (funded
with taxpayers’ money via
Armscor and the SADF
and development of a
aireraft, code-
ageing Harvards, Test flights were well
vanced when tenders were called for by

SADF in 1991, Submissions were recei
from the makers

Omega (France),
PCT (Switzerlan

However, it now see
12 subsidiary of the Oerlikon
had three years previously
tailed look at the develop

According to a draft \¢

ed that the Swigg company chould

while this exercise will have
considerable benefit for our

aircraft industry, it may be
of more than passing interest
to Pilatus to have contact
with an outside organisa-
tion.” Spring also cautioned
that the operation should be
confidentially handled.
Spring's letter was fol-
lowed up by an Armscor let-
ter, dated November 4, ask-
ing Atlas to allow the Pilatus
team “‘access to all rclcvant
information and facilities.”

at a Pilatus team had re-
) years. . In a later document after Sach ;‘:gw:d :hc Ovid project at
DR BRRTELS the visit, it is noted that “the Wynand Breytenba the invitation of Armscor. h enriched
Cheaper aliernative eview was conducted as if it ucer Marinus Wijnbeek, a science | enoug wo
nsive review wa <act” The research TV prod - estigation im to make t
R i s would be a Pilatus project. dd finn objec- | expert who di'ci.lt_\glaaguc.l.(‘g"r‘?_ur'\.t'i f-,"f.ii. ._?.,.“.,_,. iy _w_:!,g,&
v .iw-~"if"”‘f"'.""m\?\%tlﬂ’\?mbE'""_ e bétamc a WG AnANT DRD\, U=~ W ‘
s pes e [ tives; project activities BT keups, the wien, A or o .
Wnsmen - tali;(s sa; and cost; designs, models 2 . and changes | mAller forgotie (icheek mﬂ v\
3 use of composites in structures, and : wold the FM that \\4\3‘\
e : oentRine performance objectives including
jeven courses under of 'reaching perforin ]

the enforced dis> % eliabifity and m._aintainublhly.

f -
arg ngh!?i’w 1

d Mustim elder -
ant hero among

#d by two. jeeploads
| home o BTy

getTet. 7
The first Bomb was coni-
| pleted in 1980. Fiye more
were stored before 1989 at
Advenar

*tes, nearly severing
assault spread, hun-
«d on the dcvelorem‘

And why did Deputy D'efence Minister
. Wynand Breytenbach feel bound to assure
MPs in a personal memo that Pilatus were
not asked to test the product of their SA

) initiated the design
new military training
named Ovid, to replace the

of the Tucano (Brazil),
Qr\'xk (Poland) and Pilatus
d). The newly formed Denel
sompany submitted a tender for the Ovid.
ms clear that Pilatus
-Buehrie group)
been given a de-
ment of the Ovid,

Aer dated Ociober
27 19%7, the Armscor GM for alrerafy, DR

Spring, wrote 1o Companie Intertechnique, a
Pilatus representative in SA. Spring request-

team to SA to provide a consultancy service
on an experimental plane., “I believe that

{n its summaty, Pilatus pointed to what it

saw as certain deficiencies in the Ovid pro- |
ject and suggested some changes. -
Breytenbach's document does not mention
the invitation by Armscor to Pilatus. It mere-
ly says that “Pilatus has at no stage been
inviled by the SA Air Force 1o test the Atlas
aircraft — that would have

Usen wunsiniual

Democratic Party De-

lence spokesman Lieuten-
ant-General Bob Rogers, a
former chief of the SAAF,
says be will take up the mat-
tor wath Beeyicnbach, While
Rogers feels that the SAAF
would not have chosen a
second best aircraft, he ad-
mits that Pilates might have
cupoyed  unfair advantage
over its SA competitor. “Iy
does look somewhat unfair,
i they were advising us on
omr gircraf indusiry and lat-
Sf Compeling against ys "
says Rogers. But Rogers feels that the Air
Force is being eonecessanly criticised over
the Pilatus contract

Former SAAF fighter pilot and senjor
fying instructor Dries Marais has defended
!hc}oul aircrafy, .\!m yomed the CSIR as

stitutions are purel
= Llenallone -

of eXpendint

riter ANITA ALLE l

ad-
the
ved

an independent specialist consultant during He TR
\helw phase of the Ovid. policy‘“‘t!m 5 ‘E:he

ronically, Marsis : Tos:
S L strong defence of the war not to

(Marsis) insisted
SABC's Agenda or
Ovid,

After it became clear thar the Ovid pan-

ners (CSIR, Denel and Armscor) would not
back their own product in the wake of the
furore which followed the Pilatus contract,
Marais told the CSIR that he would appear
on TV in his personal capacity — as an
outside consultant. Marais
was given two hours 1o clear
his office.

Marais tells the FM that ’
he was aware of the invita-
tion by Armscor to Pilatus.

*1 knew aboutl the Pilatus |*
review of the Ovid pro-
gramme and to my mind this
clearly constitutes preferen-
tial treatment of Pilatus,”
says Marais. Breytenbach,
through Defence spokesman
D A S Herbst, said this week
that he had not been aware

G2 appecaning on the
Sgramme 1w defend the

send a

threats from unknown sources 1o try 10 stop

Klerk told a press
his investigation. Later, former Defence

. that the wea-

‘ence

itici t

Minister Gene Louw criticised ‘1::; progt:ag";?e mc;osis
. gramme for having %mmm v Iy o, e ot
: moug:c‘::ds:“mm had been invited 10 |5t oo“ht‘h te)el:éldg:‘a 1‘:
% %;z‘c“pan (they declined). ‘

o) P
There seems to be a great deal of political programin

ocal product.
pressure not to defend the | P -
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Embargo now only obstacle to release of more information
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| ARMSIR has for the
Irst tip revealed de-

ence :count (SDA)
IS year was

| Voted ) 74 billion of
1€ bot: defence bud-
€L of R3 billion.
a spial brie
A‘;nscos spokesman
ree Sarday Star a
ro?é(dou of Armscor
rhe gc(c:ginanced from

! | T i $ ) . . .
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and

is no

These

lnc]uded r
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oqu‘igmgnbrojects é'r;

arcit, helicopte
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tion programme due to bud-
get cuts.

The non-project-related
equipment covers hundreds
of items including para-
chutes, infantry weapons,
ammunition, stores, spares,
repairs and maintenance.

maining about R1,1 billion,
or 30 percent, and most of
the ordering will be handled
directly by various units of
the armed forces.

Of the major equipment
projects, the air force will
receive the lion’s share —

These projects account for
about R2,5 billion, or 70 per-
ofie Special De.  cent, of the SDA and will all
be handled by Armscor.

~ The more than 100 pro-
Jects include both running

new contracts. Exam-

ples include the production
of Cheetah aircraft, Rooikat
an armoured cars, G-6 artillery

and Oliphant 1B tanks. The
Rooivalk combat helicopter

longer on the acquisi-

account for the re-

i‘:ﬂor the test.” added Armsecor)
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almost R2 billion, or 72 per-
cent, of the total; the army
around 20 percent; the navy
about 7 percent; and about
1 percent will be spent on
communications upgradi

ed by Parliament was depo-
sited into the account, which
was also credited with any
money a
of surplus and obsolete
equipment, such as the Har-
vard aircraft which were
decommissioned last year.
The spokesman explained
that the SDA operated like
:nydi!:agk acu(iount and was said.
redited with any interest  spokesman said.
earned. The account was es-
tablished and operated in
accordance with the SDA
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rmscor comes

GOVERNMENT institutions are puﬂin&n a new face to match
the changing times. Under a new policy of openness, Armscor
has revealed details of expenditures under the so-called ‘secret

fund’ to Science Writer ANITA ALLEN.

The R3,74 billion allocat-

{ the SDA.
ceruing from sales

hands

Act of 1974. All expenditures
had to be approved by the
Minister of Defence, and au-
diting was done by the Audi-
tor-General.

“Armscor is only ivolved
in the acquisition of arm-
aments and related products
and services budgeted for in

“We do not know whether
the SDA is totally devoted to
equipment and equipment-
related acquisition. You
would have to approach the
SADF for comment in this
regard,” the spokesman

He said it had baen the
policy during the Angolan
war not to disclose ‘any de-

— A—

tail concerning
cause that woul
useful to the enemy.
“However, Armscor be-
lieves that it should now
transparant reg
procurement ofc
equipment in pea
haveptherefore embar
a policy to disclose
more than in the past.
only hindrance
51 the al?fnsdem L
is is lifted we
able to be even more trans-

d that Satur-
for more
as the

parent.”

He confirme
day Star’s request
detail of the SDA W

first such request since el
y 40 percent

change in policy
Approximatel

the SDA be-
d have been

much

atmis%:%:
bargo.
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7 billion) of the SAD
(annlnaments is currently sup-
plied by the Pretoria com;

ny Denel and at presen
the armaments industry 18
the largest exporter of m:h
nifactured goods in Sou .
Africa, averaging abou
R500 million over the past
few years, of which R80 mil-
lion went to African coun-

es.

triThe spokesman ponﬁrme%
tiat Armscor had in the pas

finded a missile de_velo&-l
ment programme direct:

at acquiring the necasarlz
technology, but the man :
ficture and acquisition 0
pllistic missiles had never
peen part of the pro-

The spokesman said th:ai
ort policy was d(_aclde
ly the Cabinet. Spgmal re-

that apphei;i_ :::i
nd-user certific
$t£ be supplied, and ng
gmaments were supplie
gat fell under the Nuclear

an
AD

: ty,
p-proliferation Trea
&2 B‘i’ological an ml::l
Weapons conventions, OF )
Missile Technology Contro
Regime embargoes. .
Countries were divided u;
threegroups:Groupl—x; ‘
restrictions; Group 2 — only
certain support eqmpmgg@.
and Group 3 — total prohibi-

tion.

How-
was mandatory.
‘e::er a resolution to boycott
South African-manufactured
arms was voluntary.
«We are not authorised tﬁ
divulge which countries fa

: gl o
x&tep tg.;'oup 3 countries are
those on which the interna- |
tional community has im-

restrictions, for exam-

military
Africa.”
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Armscor investlggq!: link
IS denied by Vermaas
Citizen Reporter

He said there might not have concluded anp

PRETORIA atomey,  pave been a conversation  transaction without mak.
Mr Albert Vermaas, yes. between him and his for-  ing a profit.
terday denied that he had mer accountant, Mr Ge- Mr  Vermaas denied
Ver mentioned to one of rald Grieveson, about the evidence by Mr Grieve-

former  accountants Mirage aircraft, but said son that he wanted to
hat Amscor, or one of he would not have talked register company ip
& subsidiaries, were to about the selling price to  either America or Canada
nvest millions of rands in the Air Force, because to refurbish aircraft.
is investment scheme.

3 the deal had not been He said he might have
i m‘;;ga:‘: ’:s]ugf: concluded yet. referred to such an idea in

issed with Armscor and Mr Grieveson testified 8¢ nertz:l temt:i'd ::,381;2,";
€ SA Air Force the (ha Mr Vermaas had verrs‘:in?ns,b J ot el
ssibility that they could talked about buying the ©€ S s S :
. : : . any talk about registering | hat it wou K<
» 12 Mirage aircraft aircraft for $40° million such a compan ks whatsoew
rough him, as he knew  (R19 million) and selling pany. i
°re was a shortage of jt 1o the Air Force for He again denied evi- i o
ch type of aircraft in the $100 million (R300 mil- dence by Mr Grieveson
'°€ and it was the only lion), that he had been involved
¢ of aircraft that could in a so-called roundtrip-
bought “in secret” Mr Vermaas yesterday ping scheme, using over- Ew monthss

an international testified that he would as seas businessmen as front inerocket

cry. a businessman definitely men to fictitiously buy his f’l? April 1 <
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m&ri?g‘ ' The Unitec ::.mpames A Soutl A1 SlerResistz
el, but these contracts will r)f’f Council has b

be renewed when they end” | pri- gale the deal _The trial continues be- 'ia"" Pt

hen the first reports of the I contravepn fore Mr Justice Kirk-Co- icipantsF-
2ed Armscor decision ap-f[ -~ arms einb B - tates, Fra
ed, they were denied by , fms e mgﬁ.’ . ﬁ‘—'rr- Russiz=
Seor spokesman Don Hen- @ Last week's Weekly Mail Reuter- AF 1>
“t’:”k?aid the or ganisation allegations that Soviet aircraft |=————m——
,:d ;&g};&e?g;:rme:}:es | were illegally shipping arms
And was not changing 1 ouliol MmabatHo have led to
10 W00 Arab customers, “reuthe, first officiil acknowledge-
] v’ ment that clandestine consign-

Mobilise ‘ ments of weldpons from South
ing told The Star 145t Africa may be reaching Unita
that the decision not (g foreas in Angota,
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