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Company Monitor?
Introduction

The main purpose of this report isto highlight the labour practices of Dutch multinationd
corporations in South Africa. It forms part of a broader research programme of FNV
Mondiaal in which the activities of Dutch multinational corporations are being studied in
anumber of developing countries. The purpose isto compare their practicesin relation
to the globdisation of labour rights as measured by the OECD’ s Multinationa Guideines
and the ILO’s Core Conventions.

The report is structured as follows: a brief overview is given of the methodology used as
well the difficulties experienced, epecidly in relation to access to management. Thisis
followed by abrief examination of South Africal slabour legidation and, in particular,
legidation which has specificaly been put in place to hep overcome the distortions
created by South Africa s gpartheld labour legidation. The rest of the report follows the
structure suggested by FNV Mondiaal with regards to examining certain aspects of [abour
standards, union freedom and association, collective bargaining, workplace restructuring,
indudtrid relations, corporate socid responsbility and environmental practices.

M ethodology

Use was made of publicly available information detailing the performance and practices
of Unilever and Akzo Nobel. These included annua reports, press reports and Internet
aticles.

Management, shop sewards, union members and union officias from the union head
offices were interviewed to get a cross-section of views and perceptions. Interviews were
conducted in Gauteng and KwaZulu-Natal. Union officids and shop stewards were very
open to discussion, despite some long delays before responding to requests for
informetion.

Unfortunately, management from Unilever South Africawere unwilling to participate in
the research project, despite numerous attempts to obtain their participation. Attemptsto
get co-operation were aso directed at Corporate Head Office level in the Netherlands by
FNV Mondiadl.

! The author would like to thank all shop stewards and union members for their time and insightful input.



Labour L egislation
This section provides a brief overview of the most important pieces of labour legidation.

The labour market was one of the cornerstones of the gpartheid system in South Africa
The new democratic government saw one of its priorities as being the implementation of
new labour laws to counter this history of labour suppresson. These lawsinclude:

0 ThelLabour Reations Act — thislaw regulates the relationship between trade
unions and employers. The stated purpose and objectives of the Act include
advancing socid judtice, giving effect to the fair employment practices of the
South African Congtitution, and giving effect to ILO obligetions.

0 TheBasc Conditions of Employment Act — this law sets minimum conditions for
al workers, especialy those that fal below a prescribed wage threshold.

0 The Employment Equity Act — this law tackles South Africa s history of racid job
reservation, and removes barriers to employment and advancement of historicaly
disadvantaged groups (i.e., ‘designated groups' ). Furthermore the Act stipulates
that companies, depending on the number of people employed, have to submit
employment equity plans to the Department of Labour.

0 The Skills Development Act — this law addresses the gpartheid legacy of under
investment in skills development of black people, and the growing tendency of
companies to neglect the training needs of their workforces and of the broader
€conomy.

The Labour Relations Act sets out the rules for the establishment of worker and employer
representative bodies. In terms of the Act, a union must provide proof thet it is
aufficiently representative in order to enjoy organisationa rights accorded by the Act, for
example, the rights of access to the workplace and to implementation of stop order
facilities. In relation to certain rights, the union is expected to provide proof thet itisa
mgority union; for example, the right to eect Shop Stewards, right to assist in grievance
and disciplinary hearings and the right to disclosure of information are dependent on it
having being recognised as the mgority union.

The Labour Relations Act, in particular, been criticised by busness. Their criticiams
largely sem from their perception that the Act makesit difficult to hire and fire

employees. Thelaw isnot overly cumbersome in terms of retrenchments for operationd
reasons. Infact ‘operationd’ requirements are widdly defined and retrenchments are

easy to implement — so much so that more than 500 000 formal sector jobs werelogt inits
firgt five years of implementation. With regards to the dismissa of workers, the Act does
require employersto show ‘fair reason’ and ‘fair procedure’. In particular, the Act tries
to address pagt discriminatory practices inherent in easy dismissals in which unskilled
black labour was seen as an easily disposable labour source. This requires that employers
change their gpproach to managing labour, something thet they are generdly reluctant or
find difficult to do. Through this law, the Commission for Conciliation, Mediation and
Arbitration (CCMA) was established to resolve disputes brought to it by workers.



Two laws, in particular, place specific requirements on companies to establish
committees and draw up implementation plans. They are the Employment Equity Act
and the Skills Development Act.

1. The Employment Equity Act 1998 seeksto redress past inequalitiesin terms of
employee recruitment and employment profiles of companies. The act requires that
“every employer must take steps to promote equa opportunity in the workplace by
diminating unfar discrimination in any employment policy or practice’.

Employment policy or practice includes: recruitment, job classfication,
remuneration, employment benefits and terms and conditions, promotion and
dismissa. The act makes specific reference to disadvantaged groups, referred to as
“designated groups’, include blacks, women and the disabled. Companiesare
required to develop employment profiles, identify barriersto
employment/advancement of designated groups in their company, and develop and
implement plans to address this. Companies are to compile reports together with
worker representatives and send these to the Department of Labour. The EEA applies
only to firms of a certain size (based on employment or turnover), and does not
include any targets, firms are required to determine their own targets after
consultation with employees/unions.

The main features of these plans are that they must:

a. achieve reasonable progress towards employment equity;

b. satethe objectivesto be achieved for each year, the names of those managers
respongble for the implementation of the plan, and the affirmative action
measures to be implemented;

c. st numerica godsto achieve the equitable representation in occupationa
category and leve in the workforce and atimetable within which thisisto be
achieved, and the Strategies intended to achieve those godls;

d. st atimetablefor each year of the plan for the achievement of gods and
objectives other than numericd gods, and

e. st procedures to monitor and evaluate implementation of the plan and to resolve
any dispute about the plan.

The plan may not cover a period shorter than one year or longer than five years.

Under section 24, designated employers must assign one or more senior managers to
take regpongbility for monitoring and implementing their Employment Equity Plan.

2. The Skills Development Act places alevy on employers to contribute to a fund that
supports skills development in dl sectors of the economy. In terms of the Act,
employers are required to contribute 1% of the wage hill, which is very low compared
to the much higher internationa norm of company expenditure on skills development.
Employersimplementing a skills plan can recover their costs from thisfund. The law
thus forces dl employersto share in the costs of skills development, and also crestes
incentives for them to establish workplace skills plans.



The following table briefly sets out how South African labour legidation gives effect to
the fundamenta |abour rights established by the ILO Conventions as well as the dates
when they were ratified by the South African government.

ILO Core Conventions

National L egidation

Freedom of association (Conventions 87)
Ratified 1996

This convention is enforced inthe LRA, Act
number 66 of 1995.

Right to organise and to collective bargaining
(Conventions 98)
Ratified 1996

Thisconventionisenforced inthe LRA. The LRA
obliges employers to disclose information relevant
to collective bargaining.

Abolition of all forms of discrimination
(Conventions 100 & 111)

Convention 100, ratified 2000
Convention 111, ratified 1997

This convention is enforced through the
Employment Equity Act. However, government has
chosen not to enforce equal remuneration in the
labour laws, but to leave it open for the labour
movement to apply this convention by means of
collective bargaining between employers and
employees. Thereisstill alarge wage gap between
women and men and between black and white
workers doing work of equal value.

Discrimination with regards to people suffering
from HIV/AIDS isaso covered in the Employment
Equity Act.

Minimum Age Convention (Convention 138)
Ratified 2000

This convention is enforced as part of the BCEA.
The law prohibits employers from employing
children of less than fifteen years of age.

Abolition of forced labour (Conventions 29 and
105)
Both ratified 1997

This convention is enforced through the BCEA.

While South Africa has ratified mogt of the ILO core conventions, implementation in
practiceis largey incomplete. Each of these key labour rightsis discussed individudly

in the research findings.




Case Study I: Unilever

Numerous requedts for an interview were sent to Unilever Management. A letter
requesting an interview was sent on 11 April 2002; unfortunately, Unilever responded in
the negative on 28 May 2002. Subsequently, afurther letter requesting an interview was
sent on 29 May, but once again management sent aletter on 20 June declining to
participate. Copies of the letters are attached. Unilever did, however, post copies of
documents relating to their operationsin South Africa.

Unfortunately this has hampered getting access to information and giving management

the opportunity to acknowledge or refute claims made by shop stewards and union

members. It would seem that this uncooperative approach by Unilever South Africaruns
contrary to the spirit of their own Code Of Business Principles. M anagement
Commentary, April 2002. This document states that “ Unilever wishesto operate as an
open, transparent company. We have a bias to disclosure for all internal and external
audiences and to fulfil all legitimate requests for information, unless business or personal
circumstances of those involved require confidentiality” .

Interviews were held at the Lever Ponds/Unifoods plants at Boksburg (Gauteng) and
Maydon Wharf (KwaZulu-Natal (KZN)). Interviews were conducted with shop stewards
and union members. Interviews were dso held with union officids from CEPPWAWU
and FAWU (both affiliated to COSATU) and NUFBWSAW (an affiliate of NACTU).
Due to unforeseen difficulties, interviews were not conducted at the Unifoods plant in
Retermaritzburg (KZN) during my vist. CEPPWAWU officids and union members

were very open to discussing matters, and thisis greetly appreciated.

General Characteristics of Unilever South Africa

Unilever products have been available in South Africa since 1890, with Sunlight Soap
being thefirst product. The South African subsdiary of Lever Brotherswas registered in
1904, with the first factory being built in 1912 in Cape Town. In 1914, the factory was
opened in Durban. This Site of the soap factory remains at Maydon Wharf. A margarine
factory was built in 1954 in Boksburg, Gauteng.

Factory production is based in five locations around the country (Boksburg — Gauteng
Province; Maydon Wharf, Phoenix, Pietermaritzburg — KwaZulu Natal; and Stellenbosch
—Western Cape). There are atotal of 14 factories throughout these regions.

Unilever's businessinterests centre around two categories: Home and Persona Care and
Foods and is market leader in a number of product rangers. The food divison operates
under anumber of brand names such as Foodsol utions (non+distributive sales of edible
fats, oils and bakery products); Smonsberg cheese (specidity cheeses); Ola SA

(specidity ice-creams); UBR Foods SA — Unilever/Bestfoods/Robertson Foods SA
(edible fats, pices, sauces, tea etc.). The Home and persona Care division operates under
the following brand names, Lever Pond's (personal products, soaps, detergents and
household cleaners) and Qudity Products (third party manufacturers of soaps, toiletries



and hotdl guest products).  While many of the Unilever products are international brands
such as Sunlight, Lipton, Ola, Lux and Hora, many are wholly South African such as Mrs
Bdl's Chutney and Simonsberg cheese.

Unilever South Africa had an estimated annud turnover of R7.7 billion for the year 2002.
Over the last decade, capitd invested has exceeded R1 billion. South Africa accounts for
more than haf of group profitsin Africa. The Lever Pond’ s divison accounted for R4.35
billion or 56% of totd turnover while Unilever Bestfoods Robertsons (UBR) accounted
for R3.3 hillion.

Turnover per employee has more than doubled since 1988 from approximately R637 000
per employee to R1 450 000 per employee in 2001 (measured in constant 2001 money).
This gsems from a gradud rise in turnover since 1994 and a sharp drop in employment
since 1990.

Although UBR is only active in 21% of the food and beverage market, it has an average
of 57% market share in those sectors where it isactive. It'smarket share is largest for the
chutney sector having 74% market share followed by 67% for margarine. Its smalest
market share is cream with only 7.7% market share.

Lever Pond’s has number one position in South Africafor home/persond care products.
It controls 72% of the market for laundry products and 61% for skin cleansing products.
It's market shareis smalest for hair care products accounting for only 7% for the market
share putting it in second or third position.

Capita expenditure has gradually risen since 1997. In 2001, capita expenditure was
goproximatey R235 million up from R140 million in 1997. However thisis down from
the peak of gpproximately R370 million in 1989 (measured in constant 2001 money).

Employment by Unilever SA has declined sharply since 1988. Employment pesked at
just over 8 000 in 1988 before declining to 4 000 by 2000. Employment for 2002 is
estimated at 5 100, with Lever Pond's employing 2 031 people and (UBR) employing 2
860 people.

The following table presents permanent and temporary employment figures for the year
1999 or 2000.

Divison Permanent Employment Temporary Employment
Boksburg Detergent factory | 385 160

Homecare 150 60

Powders 320 34

Liquids 110 50

Source Officid Unilever Document

The above table above represents only part of Unilever’s operations, and does not cover
its entire workforce. The table shows that with the exception of powders, temporary
workers represent some 30% of the workforce. The figures above are only for one year




and therefore do no show atrend, however according to shop stewards there has been a
growth in the use of temporary workers via labour brokers and fixed term contract
workers. Another trend has been the growth in outsourcing of activities, especidly inthe
Boksburg plant.

There are anumber of trade unions organising a Unilever South Africa They arethe
Chemica Paper Printing Wood and Allied Workers Union (CEPPWAWU), the Food and
Allied Workers Union (FAWU) and the National Union of Food Beverage Wine Spirits
and Allied Workers (NUFBWSAW). In KZN, CEPPWAWU is active a the Lever
Ponds plant in Maydon Whdf and FAWU &t the Unifoods plant in Pietermaritsburg.
NUFBWSAW isthe active union in Boksburg. Both CEPPWAWU and FAWU are
affiliated to COSATU and NUFBWSAW is affiliated to NACTU.

COSATU isthelargest union federation in South Africawith gpproximately 1.6 million
members. They are organised in all sectors of the economy. CEPPWAWU and FAWU
have a union membership of 73 700 and 119 000 each. NACTU isthethird largest union
Federation with a membership of approximately 400 000. NUFBWSAW has aunion
membership of 35000. Like COSATU, NACTU isaso organised in al sectors of the
economy, however its base is different in that it has atradition of being srongin a

number of plants, rather than being strong within a sector as awhole.

Results from Interviews

Labour Rdations

Interviews with the COSATU-aligned union organisers, shop stewards and union
members indicate some difficulties reaing to issues of |abour relations. In particular,
concerns centre around the right to organise, dismissals and collective bargaining.

At the Maydon Wharf ste, the Chemicad Workers Indugtria Union, effiliated to

COSATU, managed to get arecognition agreement with Unilever after three months of
negotiationsin 1984. However, artisans were excluded from this agreement - thisis not
uncommon in South Africa. Towards the end of 1999, a number of artisanstried to join
CEPPWAWU?Z. Management was however opposed to this and stated that Unilever paid
“top wages’ and that there was no need for them to belong to aunion. Union members
dated that the white artisans (who are in the mgority) were told that their jobs were
secure if they did not join the union.

Later that year, CEPPWAWU took the case to the CCMA to be resolved. After three
years the CCMA found in favour of CEPPWAWU. The shop stewards claim that
Unilever unnecessarily delayed the process a the CCMA by confusing issues around
bargaining and organisationd rights. While the artisans managed to secure organisationa

2 The CWIU became CEPPWAWU following its merger with the pulp and paper union.



rights such as the deduction of stop order facilities and the right to elect shop stewards,
they were unable to achieve full bargaining rights in terms of wages.

Workers argue that management discriminated againg artisan union members. With the
relocation and closure of Unifoods at the Maydon Whdf plant, workers say that only
non-unionised artisans were sent to interviews for posts at the Lever Ponds section.
Furthermore, for the 2000 wage increases, union artisans received a2 - 4% increase,
while nortunionised artisans received between 8% and 14% increases. (I am unableto
confirm whether these differing wage increases are due to discrimination between
unionised and nor+unionised workers or that the work performance differed between
these two groups). CEPPWAWU member aso state that management tried to weaken
union strength at artisan level by making some artisans Firgt Line Managers (team+
leaders) and told them that they should leave the union.

CEPPWAWU has the option to eect afull-time shop steward at Maydon Wharf, but has
decided againgt this. There are currently 13 shop stewards at the Maydon Wharf site.

NUFBWSAW has been organised since 1979 at the Boksburg plant. In the beginning,
the union stated that they did experience difficultiesin trying to organise. Workers
respongble for organising experienced victimisation. This often took the form of
condructive dismissa with the company making life difficult for these workers leading to
ther resgnations. 1n 1981 the union managed to Sgn arecognition agreement with the

company.

Currently, there are 29 shopstewards down from 34 in 2001. This follows the closure of
the digtribution and bottling section. There are two full-time shopstewards at the plant.
According to NUFBWSAW, the company does not exercise any pressure on workers to
dissuade them from joining atrade union. In genera the company does not discriminate
againg workers for belonging to atrade union. There may be the occasond isolated
incidents but this is due to a particular manager rather than due to company policy.

Access to information and theright to distribute information

In terms of the LRA, representative trade unions have the right of access to the company.
NUFBWSAW gated that the union has had no difficulty in having right of accessto the
workplace. Thisisaso the case for CEPPWAWU at the Maydon Wharf site.

At both sites, the company-recognised unions stated that there has been no difficulty in
didtributing union information, as there are union notice boards throughout the
workplace.

As mentioned previoudy the LRA obliges employers to disclose information relevant to
collective bargaining. NUFBWSAW dates that they are given dl the rlevant
information to asss them in their collective bargaining; however, these requests are not
aways dedt with timeoudy and the union may sometimes have to request this
information more than once.



A typica problem experienced by unionsin generd is that they are ddiberately given too
much information and have to weed out whet is useful for negotiations. There are,
however, limits as to what the LRA can require employersto disclose. Companies are
not required to disclose any information that they consider private and confidentid, and,
consequently, the employer defines what is confidentid, private and privileged.

Issues around the introduction of new technology, restructuring and outsourcing are
discussed in meetings between management and worker representatives. The LRA of

1995 enabled the establishment of workplace forums on the initiative of trade unions.

There has been no request for such aworkplace forum a Maydon Wharf. NUFBWSAW
used this right to establish aworkplace forum at Unilever Boksburg. This workplace
forum was established to discuss the issue of restructuring. The forum cameto an end
during 2001 following the ending of discussions around workplace restructuring.

There are anumber of other structures at plant and nationd levelsto discuss various
issues. Theseinclude hedth and safety committees, Employment Equity Forums, and
Sills Development Forums.  Union shop stewards State that all these structures meet
regularly and that management is willing to hold a meeting before a scheduled meeting if
aparticular need arises.

CEPPWAWU has been trying to obtain organisationd rights at the Lever Brothers plant
in Boksburg for more than ayear. In early June 2001, CEPPWAWU approached
Unilever South Africa (Pty) Ltd to exercise organisationd rights in terms of the Labour
Relations Act 66 of 1995.

In October 2001, CEPPWAWU requested permission to hold a genera meeting of its
members on the company’ s premises. The company refused this request sating that only
unions “which have a collective agreement with the said employer” are dlowed to have
mesetings on the premises.

CEPPWAWU and Unilever met in November 2001 to discuss the exercise of
organisationd rights. Unilever requested that CEPPWAWU forward alist of its
members S0 as to evauate whether CEPPWAWU was sufficiently representative at the
Boksburg plant. Intermsof the LRA, aminimum threshold of 30% isregarded as
aufficient for certain organisational rights.

In mid November 2001, CEPPWAWU requested stop order authorisation forms for
gpproximately 280 employees and requested that the company deduct subscriptions from
employees and deposit them into the CEPPAWU bank account.

CEPPWAWU members claim thet Unilever responded by stating, anongst other that:

0 “33 membersof CEPPWAWU were due to go on pension in November 2002 and
therefore there was no reason for them to join CEPPWAWU;

0 56 of CEPPWAWU'’s members were going to be retrenched in March 2002,

0 6 wereartisansand had no right to join aunion;
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0 somewere supervisors and had no right to join aunion”3.

Unilever requested that CEPPWAWU verify its union membership numbers. The
company claimed that CEPPWAWU only represented 9% of the bargaining unit and,
therefore, was not sufficient to claim bargaining rights.

In order to resolve the issue, CEPPWAWU referred a dispute relating to the company’s
refusal to bargain to the Commission for Conciliation Mediation and Arbitration
(CCMA).

In order to clarify theissue, the CCMA in January 2002 recommended the further
verification of membership numbers. This verification process showed that
CEPPWAWU had 287 members out of 800 employees (36%). Asthe union had
achieved over the 30% mark it is entitled to certain organisng rightsin terms of the LRA.

Even after the completion of the verification process, Unilever failed to process the stop
order authorisation or to discuss the exercise of organisationa rights by CEPPWAWU.

Asthe two parties were unable to resolve the matter through conciliation, an arbitration
hearing was held on 22 August 2002. Unilever failed to attend the hearing, arguing that
the CCMA had failed to provide them with the date for the arbitration hearing. The
CCMA however argues that Unilever was notified per fax on 12 July 2002 about the
arbitration hearing.

The CCMA made the following award:

“ From the uncontested evidence of the applicant, | find that the Applicant has sufficient
representation at Unilever SA. (PTY) LTD. And must therefore be the organisational
rights as set out in the following sections of Chapter 111 of the LRA 66 of 1995.

0 Section 12 — access to workplace

0 Section 13 — deduction of trade union subscriptions

0 Section 15 — |leave for trade union activities.

Asfar as consultations in respect of operational requirement dismissals are concerned,
the company must in terms of section 189 (1)(c). consult with CEPPWAWU.

The company is further ordered to supply CEPPWAWU with figures (either the number
of non-union members or the number of employees belonging to other unions) to enable
CEPPWAWU to establish the strength of their union membership in relation to other
unions operating at the company.

It is further recommended that the parties formalise their relationship and try toreach
agreement on trade union representatives (section 14) and disclosure of information
(section 16)” . Wynand Stapelberg — CCMA Commissioner — Gauteng.

3 Sihlali Molefe Attorneys, 4 June 2002.
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Unilever has gated to CEPPWAWU that it will be chdlenging the Default Award and
will be requesting the rescinding of the award.

Industrial Action

Over the past five years there have been afew disputes. 1n the case of the Boksburg plant
there was a one-hour work stoppage in 1999. The union was dissatisfied over the
reduction in the employment of temporary workers and the retrenchment of one

temporary worker. According to NUFBWSAW, this temporary worker was re-employed
on anew three-month contract. 1n 2000, there was a two-day strike over wage
negotiations. (NUFBWSAW failed to give any information relating to this strike).

In 1998 there was afive-day drike a the Maydon Wharf site, which wasin responseto a
cdl for anationa sectord strike. Also in 1998 the Persond Products section went on a
work stoppage. The stoppage lasted for two shifts over concerns around nepotism by the
human resources department and insulting remarks made to workers. 1n 2001 therewas a
work stoppage that affected the Sunday night and Monday morning and night shifts over
the entrance of armed South African Police onto Lever Ponds premises. In terms of
company policy no armed person may enter company premises. Also in 2001 therewas a
two-hour work stoppage following a derogatory remark made by amanager. At the
Phoenix site there was a three-hour stoppage as a result of a contractor wearing a Lever
Pondsoverdl. Lastly in 2002 there was a one and a haf-hour work stoppage
concerning artisan bargaining rights.

Restructuring
There have been anumber of restructuring initiatives a Unilever in recent years.

1994/1995 — IKHWEZI

2000/2001 — Project Apollo

2001/2002 — Project Dock

2001/2002 — PERZULU

2002 — Merger of Unifoods with Bestfoods and Robertson

O o000 Oo

The primary purpose of project IKHWEZI was to outsource non-essentia services and
focus on core areas. In recent years there has been an increasing focus on sub-
contracting. This saw the disposal of Unilever’s digtribution company, SA.
Warehousing and their consumer research business, Research Internationd, in order to
focus more fully on core businesses®. The canteen, security, gardening and forklift
maintenance and hire were al outsourced in the early 1990s. Thiswas followed by the
outsourcing of cleaning both in the factory and the offices. Later, activities such as
paletisng, bleaching, tank farming (storing of ail), engineering, fitting, boiler making

and eectrical activities were outsourced. So far there has been no outsourcing of
production activities at the Maydon Wharf plant.

# Unilever in South Africa— supplied by Unilever SA. (Pty) Ltd.
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Project Apollo saw the rdocation of the Unifoods plant & Maydon Wharf in Durban to
the Boksburg plant in Gauteng. Both plants were manufacturing edible fats and oils
products for the South African market. At the time of the relocation, the Boksburg plant
employed about 500 people while the Maydon Wharf plant had about 270 employeesin
the edible facts and oils products divisons. The primary purpose was to lower direct
operating cogts by utilising only one plant and to absorb the excess capecity at the
Boksburg plant.

However, according to shop stewards, the relocation of production away from Maydon
Wharf to Boksburg was a pre-conclusion, despite negotiations and discussions with the
trade union. Before 1994 dl plants a Lever Ponds began preparing for the trangtion of
the South African economy in light of the opening up of the South African market and,
with it, the advent of international competition. This preparation was done through
training, adopting ‘World Class Practices, etc. The Unifoods plant in Maydon Wharf
was excluded from these preparations.

The introduction of project Apollo led to some job losses, early retirement of some
workers and voluntary retrenchments; however, the mgority of the workforce was
absorbed into the Lever Ponds plant.

Project Dock at the Maydon Wharf plant saw the asset rationdisation of the boiler house
which was outsourced to a separate company.

Project Phe-ZULU forms part of Unilever's globa business strategy announced in 2000
whichis cdled their “Path to Growth” programme. This project is based on improved
returns to shareholders and the regaining of some of their lost globa market share.

The plan involvesther local businesses throughout the world, in developing strategies to
re-order their manufacturing activities into integrated regiona networks in support of

their brands. Thetarget isaworld-class supply chain based on some 150 key Sitesplusa
number of sites producing principaly for loca markets. Consequently, some factories
will be phased out and the remaining factories will compete with each other to be part of
the strategic factories, largely through reducing costs of production.

This strategy isamed at achieving sustained profitable growth by focusing resources on
400 leading brands.

Unilever South Africa has demongrated its commitment to the “Path to Growth”
programme by embarking on a series of projects that will overhaul the entire supply
chain, leading to improved factory efficiencies and better service levels. It isintended
that the key manufacturing sites in Durban will be repositioned as regiondly and globally
competitive suppliers for arange of persond products, while the Boksburg powder
factory will be benchmarked in line with globally competitive sandards. The company is
investing heavily in up-skilling. In order to reduce input codts, regiond buying and
sourcing opportunities are being pursued. Furthermore, abrand disposa Strategy is being
implemented to ensure nontcore brands have either been disposed of or are phased out
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over time so that resources can be concentrated behind the leading brands owned by the
company.

At the Bokshurg plant, recent restructuring initiatives have been introduced with the
purpose of railsng minimum education levels to facilitate the move towards aworld class
manufacturing strategy as well as the introduction of new machinery requiring higher
skillslevels. The establishment of a Strategic Change Forum, of which NUFBWSAW
was part of, enabled discussons over restructuring. It is estimated that the workforce of
the Boksburg Plant was reduced from 1500 to 1100 in 2001. While previous
restructuring initiatives at Boksburg have not led to retrenchments, as thiswas usudly
dedlt with through Company Initiated Early Retirement and voluntary retrenchment, this
was not the case in 2001 given the Size of job rationalisation process.

According to CEPPWAWU union members, the retrenchment package offered to these
workers was lower than previous retrenchment packages. 1n some previous retrenchment
packages, workers were offered four weeks for every year of service. However, inthis
round of retrenchments, workers were only offered three weeks for every year of service.
Compared with industry normsthisis gill agood severance offer. Interms of the Basc
Conditions of Employment Act, the law stipulates aminimum of one week for every
year's service.

CEPPWAWU members interviewed said that while Unilever was retrenching they were
aso hiring new workers on atemporary bass. Unilever employees who are responsible
for plant spillages and generd maintenance have been targeted for retrenchment yet
Unilever is making use of an outsourced company to perform these tasks. According to
CEPPWAWU, these workers are being paid R50 per day with no benefits.

The restructuring of the Boksburg plant saw the introduction of Project Vuka. Unilever
describes the project as follows:

A New Class of Entrepreneur —Vukal!

An inspiring new initiative in human resource development is Project Vuka, currently being
implemented by Unilever’ s Boksburg site. Vuka isa pro-active Project run by Unilever to assist
former employeeswho have faced retrenchment. Vuka assistsretrenched wor ker s by setting them
up in small businesses, and then supporting them through a mentor ship programme offering
business management and marketing skills. (“Touching the lives of al South Africans
Everywhere, Every Day”, Unilever — Report 2002)

NUFBWSAW weas gble to negotiate the establishment of new business ventures with the
assstance of the company for retrenched employees under project VUKA.,
Approximately 30 people have managed to set up these new business ventures in areas
such as repairing forklifts, manufacturing of blue dye, mixing chemicals, powder packing
and preparing chemicas. These activities take place offgte. The union managed to
guarantee a contract between Unilever and these individua business ventures - providing
that certain conditions are met such as qudity standards and that they are based on
Unilever’ s production volumes - for aminimum of three years. The union initidly
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wanted a minimum period of fiveyears. Furthermore, Unilever will provide asssancein
terms of training, financid consultation assstance, ass stance with the development of a
business plan, and the services of ardevant manager in Unilever who will assgtin
providing backup skills where necessary.

One project has been the establishment of Gauteng Soap Powders, which manufactures
and packages Lever soap products. Thefirm initidly started in 1995 with sx employees
and is planning to employ another 15 retrenched workers from Unilever’s Lever Ponds
Boksburg site. Gauteng Soap Powders currently produces 17 000 tons of soap powder
per year and has an estimated turnover of R5.1 million. They have managed to secure a
five-year supply contract with Unilever. Unilever satesthat thisis ashow of their
commitment to the development of small and medium sized enterprises and black
economic empowerment”.

However, according to a CEPPWAWU shop steward, some of these projects have been a
fallure as the new bus ness ventures were unable to meet certain quality stlandards.

Theindividud financid cost of these business ventures is high as workers involved used
their pension money as well as borrowing money from banks to start up these businesses.

The retrenchment of the 53 employees in the digtribution section was precipitated by the

research and recommendations of the Strategic Change Forum of which NUFBWSAW

was part. Thetask of the Strategic Change Forum was to recommend way's to:

0 “maximise as utilisation and to reduce complexity in production;

0 maximise benefits of capitd invesment;

o focus on core business and smplify the conversion process,

o improve factory performance through the implementation of world class structures,
skills and practices, and

o divest Unilever of non-core categories and non-core activities™®.

CEPPWAWU union members date that the restructuring was due to profit maximisation
and not financid loss. The rationade was to comply with some of the standards set by
Unilever’'s overseas parent company. (Unfortunately there is no way to verify this claim).

Unilever acquired Bestfoods world-wide interests (at an estimated purchase price of
$20.3 billion), which meant they owned 50 % of Robertsons Foods automaticaly ina
joint venture with Hunt, Leuchars & Hepburn (HL&H), the Remgro subsidiary. Asa
result Unilever has plans (which were recently approved) to merge Unifoods, Unilever's
local food division, with Robertsons’. At issue are the likely job losses and the threet that
the merger will pose to competition in the local soup market. Unilever’s Royco brand
and Bestfoods s Knorr range hold the lion' s share of the local soup market. The
Competition Commission gave conditiona approva for the merger provided the range of
products under the Royco Brand is sold to athird party. Unilever was given Sx months

°“Unilever offers ahelping hand”, Senior Business Correspondent, 30 August 2002, Business Day.
6 Sihlali Molefe Attorneys, July 2002, Legal Documents
" Webber Wentzel Bowens— Competition Law Union, August 21 2001.

15



in which to find asuitable buyer. In August 2002 Unilever managed to find a buyer for
the Royco Brand.

The new joint venture is estimated to be worth approximately R5 billiorf. FAWU
members from Robertsons Foods were told by management that the merger is necessary
for the company to retain market share, to become more competitive in terms of globa
competition and to increase exports. Specificaly, Remgro isinterested in the joint
venture because it seesthe growth of the Isradli market as more likely to be profitable
than growth of the market in South Africa. Furthermore, it cannot access the Isradli
market without Unilever’ s recently purchased network of foreign companies. According
to newspaper articles, Unilever and Remgro believe that they can profit from market
growth in Isradl and Africa by forming ajoint venture,

The proposed restructuring of manufacturing facilitiesin South Africais based on
comparing local costs of production with those of afood manufacturing company based
in Poland. According to this study, South African costs are approximately $367 per ton,
compared with $332 per ton in Poland. The am of the South African restructuring is
therefore to reduce costs to this ‘international benchmark’.

Domedtic and African sales are expected to contribute 40% of revenue (income) of the
new merged company while export sdes from Israd with form 60% of income.

The two companies clam that the merger of the operationsin South Africawill result in:

o Improved logitics (reduced costs of transporting warehousing, inventory and saes);

0 Introduction of new technology;

0 Increased capacity utilisation of existing plants;

0 Increased ability to purchase raw materids at cheaper prices (more power to negotiate
with suppliers);

0 Lower personnd and overhead costs

Thereis aso the danger that the merger could pave the way for international procurement
as opposed to loca procurement. In South Africa the tariff on herbs and spicesis dmost
zero, thereby offering little protection to local producers.

In terms of Competition Law, the merging companies have to inform the trade unions
organised in the companies that they intend to merge. According to FAWU, neither
company consulted with the union about the merger. 1t was only following a letter sent
to the companies from the Competition Commission that they started to inform the union
about the proposed merger. Furthermore, the companies were reluctant to disclose
informetion relating to the number of potentia job losses as aresult of the merger.

The threat to job |osses comes from merging the operations of Robertsons Foods,
Robertsons Food Services, Hudson and Knight and Unifoods. Thereis still no definite
figure onthe impact of job losses following the merger; however, the worst possible

8 Nicola Jenvey, Business Day, 14 September 2001.
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scenario presented by the companiesis 745 job losses of which 356 are of union
members.

Both companies have retrenched over the last Sx months:

0 Robertsons: 31 people were retrenched as aresult of relocating Trimpak sachet
packaging from Alrode, Johannesburg, to Fountain Park, Durban.

o0 Unilever: 13 people were retrenched following the closure of margarine and oil
manufacturing facilitiesin Durban. A totd of 263 out of 276 people were not
retrenched as aresult of the closure, but were instead employed at Lever Ponds.

There are ill ongoing discussions around a socid plan for retrenched workers.

L abour Conditions

Child and Forced L abour

Interviews with union members and shop stewards from dl three union affiliates agreed
that Unilever does not make use of child or forced labour. Shop stewards were unsure
whether Unilever specified thisto their sub-contractors, but had never witnessed this
practice on ste. This study did not examine the supply chain of Unilever, especidly
regarding its agricultura inputs into Unifoods. There are no accurate nationd datistics
measuring the extent of child labour on farmsin South Africa

Employment Equity

A requirement in South Africa, in terms of the Employment Equity Act, isfor companies
to submit Employment Equity Formsin which they provide a breskdown of employment
according to race and gender across different occupational categories.

Companies are aso required to develop Employment Equity Plans in which they provide
details on how they plan to improve the representivity of their employee structurein
terms of race, gender and disability.

[continued overledf]
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Breakdown of employees according to race and gender at Maydon Wharf

Male Female

African | Col. Indian | White | African | Cal. Indian White
Legislators, Senior Officials and 10.3% | 0.0% 17.2% | 55.2% | 6.9% 0.0% 0.0% 10.3%
Managers
Professionals 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Technicians and Associate Professionals | 18.2% | 2.7% 43.6% | 14.5% | 7..3% 0.9% 6.4% 6.4%
Clerks 7.7% 2.6% 41.0% | 0.0% 10.3% | 5.1% 17.9% | 15.4%
Service and Sales Workers 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Skilled agricultural and fishery workers | 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Craft and related trades 18.2% [ 10.1% | 31.3% | 40.4% | 0.0% 0.0% 0.0% 0.0%
Plant and machine operators and 79.2% | 2.2% 18.1% [ 0.3% 0.0% 0.0% 0.0% 0.3%
assemblers
Elementary Occupations 81.2% | 2.0% 16.1% [ 0.0% 0.7% 0.0% 0.0% 0.0%
% by Race Group 57.6% | 3.1% 24.0% [ 9.2% 1.9% 0.4% 1.8% 2.1%
% by Gender 93.9% Male 6.1% Female

Source: Maydon Wharf Employment Equity Forum 2002
It should be noted that the breakdown for employees at the Maydon Wharf plant islikely to overestimate the proportion of Indians
within the company. Thisis due to the demographic profile of the province.

According to information supplied in an Unilever Report 2002 on South Africa, black
managers represent 32% of al employees a management level. Unilever has set atarget
of aminimum of 43% black managers by the end of 2004. Unfortunately, due to the lack
of co-operation from Unilever South Africa, it isimpossible to accurately bresk down
these management categoriesin terms of “top” and “senior” management levels and
exactly what decison making authority its management positions entail. Given this
limitation, the representation of black managers a Unilever South Africaseemsto be
comparable with national averages. Information from the Department of Labour® show
that 12.6% of al top managers are black and 18.4% of al senior managers are black.

According to the Unilever report, women make up 33% of al employees at the
management level. Looking only at the Maydon Wharf plant, women represent 17.2% of
those at management level, far above their representation at the plant asawhole which is
only 6.1%. Once again it isimpossible to separate “top” and “senior” management
levels. Unilever’s representation of women as awholeis comparable with the nationd
average of 33.5% of management positions being held by women. The nationd Satistics
for South Africa show that 12.5% of dl top management positions are held by women
and 21.0% of senior manager are women.

No figures were given in the Unilever report, nor by the Maydon Wharf Employment
Equity Forum as to the representation of disabled people.

Despite these figures, shop stewards expressed a number of concerns about employment
equity. Some shop stewards expressed concern that the Employment Equity Forum —a
structure comprised of both management and worker representatives - address
employment equity concerns at acompany level and not & aplant level. Thisisavaid
concern, as it makesit difficult for workersto accurately judge any progress in terms of
improving the representativity of black, women and disabled employees. Shop stewards
expressed the need for an employment equity plan to be devel oped for each plant Ste.

° Employment Equity 2001, Department of Labour (data based on a sample of 8 000 employers across all
sectors of the economy).
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Union members from both CEPPWAWU and NUFBWSAW fdt that not enough change
had taken place, and even felt that the Stuation had got worse.  Added to thisisthe high
turnover rate amongst black managers who stay with Unilever for avery short time
period. Itisdifficult to judge the Stuation, asthis is quite acommon practice amongst
black managers in South Africa given their short supply.

Discrimination

None of the unions organised a Unilever have taken any action againgt the company for
discrimination based on race, gender, religion, disability or any other persona attribute.
Union members at the Maydon Wharf ste, however, fet that black and white artisans
were treated differently. For insgtance, when reaching retirement age, white artisans are
alowed to continue working until the introduction of the annua April wage increment.
By comparison, black artisans are put on retirement the day they reach retirement age.
Unionised artisans dso fdt that they were discriminated againg in terms of opportunities
for access to promotion. (It is however difficult to test the vaidity of these clams)

Training

As mentioned earlier, firmsin South Africa are required to make invesmentsin skills
development, to help address the legacy of apartheid in terms of dedling with the
subgtantia skills shortage in South Africa In terms of the Skills Development Act,
companies are required to pay a 1% levy as well as develop Skills Development Plans.
According to information supplied by Unilever, they currently spend 4% of their payroll
on kills development and training. According to Unilever’s South Africa Report 2002,
“We found that with the labour pool getting smaller, if we had people with agood
education then we could have them trained for promotion. Through training and up-
skilling, we have factory workers who are now supervisors’.

A requirement of the law is that companies submit skills development plans. In these
plans they have to report on their current skills profile as well as the types of skillsthey
require and mechanisms of how to achieve these. Sector Education Training Authorities
have also been established for dl sectorsin the economy, in which appropriate skills
needs and training programmes have been or are in the process of being developed.
Much of the focus of these authorities is to develop Unit Standards.

Companies are aso required to develop a structure(s) at company level to provide a
forum for worker representatives and management to discuss issues relating to skills
development. Unilever has established such aforum.

Unilever dso offers Adult Basic Education Training (ABET) up to the equivaent school
grade 10 (10 years educetion) in literacy and numeric skills. Workers who attend these
courses are required to do so in their own time. Unilever will refund workers for the cost
of the courseif they pass.
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Occupationd and hedlth and safety training are offered continuoudy. All sub-contractors
are aso required to attend hedlth and safety training.

Working Hours

Working hours differ from site to Ste and from section to section depending on the type
of shift worked. The Boksourg plant uses two different shift systems. The one shift
operates on a continuous system with two shifts each 12 hours long with four crews of
employees. Thus, workers work 12-hour days for four days per week. Another section
of the plant operates on a three-shift system with three crews each working 8 hours a day.
This section of the production plant is closed on a Saturday and Sunday. The normd
workweek for these workersis 40 hours.

In terms of the BCEA, overtime is permitted on a voluntary basis up to amaximum ten
hours per week and should be paid at a premium. Union members at both the Maydon
Wharf and Boksburg sites stated that you may work as much overtime as you like, even
more than the maximum 10 hours permitted in terms of the BCEA. Overtimeis rewarded
a 1.5 timesthe normd rate. Sunday is paid at two times the normd rate and public
holidays at 2.5 timesthe normal reate.

Wages

Wages within Unilever are negotiated annualy on aplant basis. Consequently, the rates
of pay and benefits differ from plant to plant. The following table provides information

on monthly wages of workers at the Maydon Wharf plant, for grades JC 10 (unskilled
jobs such as packing and sweeping) to JC 16 (line operator responsible for overseeing the
gmooth running of a particular production process), effective from 1 January 2002. Wage
information supplied by NUFBWSAW if for the effective period November 2000 to
November 2001 and is therefore not directly comparable with the wage levd at the
Maydon Wharf Plant.

Monthly Wage L evelsfor workersin the bargaining unit at Maydon Wharf and
Boksburg Plants

Grades Maydon Wharf (2002) Boksburg (2001)
JC10 R3611 R3423

JC11 R3808 R3567

JC12 R4268 R4126

JC13 R4802 R4656

JC14 R5461 R5245

JC15 R6240 R5862

JC16 R8599 Not supplied

Amounts have been rounded up to the nearest Rand

As previoudy mentioned, workers at the artisan level were given organisationd rights but
are dill denied full bargaining rights. They therefore fdl outsde the bargaining unit in
terms of wage negotiations. Currently, asystem isin place in which 50% of artisan
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wages are based on the Bargaining Council rate and the remainder based on persona
goprasds. Theunion a plant levd is il trying to negotiate for wage rates to be based
soldy on the Bargaining Council rate.

Using aliving wage formula of home ownership (based on the smdlest government
standard acceptable — a 34 sg. metre house) one needs to earn R4 000 per month to make
the necessary bond repayments. Thisis above the current wage paid to the two lowest

job categories. Using nationa gtatistics, gpproximately 66% of those formaly employed

in South Africa are able to afford to buy a home.

While wages paid to the lowest job category of workers at Unilever may not be sufficient
to enable home ownership, Unilever is dill ardatively well-paying employer, paying in
the upper 75" quartile of the bargaining council rates.

Benefits

Benefits Management Permanent Non-standard
Staff — employees
Bargaining (temporary
Unit staff)

Provident/pension fund Yes yes no

Medical aid Yes yes no

L oans Yes yes no

Education bursaries Yes yes no

Transportation Yes no no

ESOPS Yes yes no

Paid vacation Yes yes no

Paid sick leave Yes yes no

Medical facilitieson site Yes yes yes

Housing assistance Yes yes no

Childcare services No no no

Incentive bonuses Yes yes no

Severance pay Yes yes no

Paid maternity leave Yes yes no

Car alowance Yes no no

Non-standard employees refer to temporary or fixed term duration/limited duration employees, casual workers, etc.

Non-standard employees are excluded from al benefits with the exception of accessto
medicd facilitieson ste. Membership of the medicd ad schemeis voluntary.

In terms of the Basic Conditions of Employment Act (BCEA), workers are entitled to a
minimum of 15 days paid vacation leave. Also intermsof this Act, workers are entitled
to 12 days paid sick leave based on athree-year cycle.

Unilever offers workers with less than five years service 15 days paid holiday leave.
For those with five to nine years service or more, they recelve 18 days paid holiday
leave and those with ten years or more receive 20 days paid leave.

Women on maternity leave are given 50% of their wages for Sx months. Paternity leave
isthree days paid leave. With regards to maternity leave thisis superior to rights
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established by the Unemployment Insurance Act 63 of 2001 which came into effect on 1
April 2002. Intermsof the Act a contributor is entitled to maternity benefitsfor a
maximum period of 17.3 weeks or four consecutive months. The maximum percentage
benefit payable by the Fund is cdculated on a diding scae with the lowest earners
(earning R150.00 or less per month) receiving the highest percentage benefit, i.e. 58.6%
of their monthly remuneration and the highest earners (earning R10 000 or more per
month) receiving 30.8% of their remuneration'®, 1.

Other Benefits

Favourable loan rates are arranged for workers through a private sector bank - & prime
rate lesstwo percent. Unilever dso asssts workersin terms of home ownership by
helping them with collaterd.

Thereis areward system based on interim performance on a particular production line
which islinked to meeting monthly production targets.

Employee Share Option Schemes are available to workers with at least three years
sarvice. Once aworker hasthree years service they qualify for 150 free Unilever shares.
They are also entitled to purchase more shares from a*“ share pool” at a discounted rate.

The union at the Boksburg plant wants the merit increase system to be phased out and
replaced by a system based on performance pay in which workers can share in rewards
based on company profit levels.

Corporate Social Responsibility

According to interviews with workers, Unilever is quite active in a number of corporate
socid responghility programmes. This programme alocates funding based on the
recommendations of the socid committee on which both worker representatives and
management St. Programmes range from leadership development - the Nelson Mandela
Scholarship for formerly disadvantages future leaders - to programmes relaing to schools
and university research, orphanages, a safehouse project for abused children,

10 There have been two interpretations of situations were a contributor also receives maternity pay from her
employer. Section 24 (2) of the Unemployment Insurance Act (UIA) statesthat in the case wherea
contributor also recieves maternity pay from her employer, the Fund will only pay the difference between
such maternity pay and the maximum benefit payable by the Fund. In thefirst interpretation the
Unemployment Insurance Commissioner interpreted section 24 (2) asfollows. If acontributor isentitleto
amaximum percentage benefit from the Fund of 40%, but she also receives 30% of her remuneration as
materity pay from her employer then she will only be entitled to 10% of the original benefit from the Fund,
thus 10% (Fund) + 30% (Employer) = 40%. A later interpretation, however, was that an employee would
be entitled to the maternity pay received from her employer aswell asthe maternity benefit payable by the
Fund provided that the total of the two benefits do not exceed 100% of the contributor’s earnings. Thus
using the same example 40% (Fund) + 30% (Employer) = 70%.

1 COSATU has put the ratification of 1LO Convention 183 of 2000, which deal with maternity protection,
on the agenda of the Labour Market Chamber of NEDLAC. This convention providesfor maternity leave
and benefitsfor all workers, including “vulnerable workers®. It provides for aminimum percentage of
maternity benefits of 66%.



environmenta programmes, crime prevention and AIDS. In 2001,Unilever spend R12
million - or more than 3% of its after tax profits - on corporate socid respongbility,.

Environmental Policy

Interviews with shop stewards indicate that Unilever South Africa takes its commitment
to sound environmentd practices serioudy. They stated that a senior manager is
respongible for environmentd policy and that al workers recelve environmentd training.
At the Maydon Wharf dte, adl manholes are clearly marked in terms of what effluent may
be released where and al transport vehicles that enter the plant are checked for oil legks.

According to the Unilever South Africa Report 2002, “factories drive their eco-efficency
through key performance areas. emissions, weater, energy, waste (hazardous and nor+
hazardous) and effluent. The mgority of these factories have NOSA 5-star and
NOSCAR ratings, and Unilever is working towards 1SO 14001 accreditation of dl its
main sites by the end of 2002”.
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Case Study |1: AKZO NOBEL

M ethodology

I nterviews were held with management, shop stewards and a union officia from
SACWU. The researcher found that management was very open to discussing matters,
and this was greetly appreciated.

Akzo Nobd does not have alarge presence in South Africa. It is primarily involved in
veterinarian pharmaceuticals, paints and previoudy ininks. Itisonly in the area of
powder coatings that Akzo Nobel has any production capacity. In the case of
veterinarian pharmaceuticals, its presenceislimited to sdes. The Akzo Nobd divison
operating in the inks sector changed hands through a management buyout in February
2002 and is now Swedish and South African-owned.

Results from the Interviews

Akzo Nobel operates under the name of Interpon Powder Coatings. The company was
origindly formed in 1970 as ajoint venture between Plascon (South African owned -
49%) and Courtaulds Coatings (British owned — 51%). At that stage the joint venture
was only manufacturing Marine and Y acht coatings. In 1994 the production range was
extended to include powder coatings.

In 1998 Akzo Nobel bought Courtaulds PLC resulting in Akzo Nobel owning 51% and
Plascon 49%. In 1998 the production range was extended to include Plascon’s protective
coatings, wood coatings and coil coatings. These three divisons were later closed during
the course of 2001 due to poor profitability.

Production of powder coatingsis located in Alberton (Gauteng) as well at the head office
and research laboratory. Thereisadso asmdl polyester resn manufacturing faality in
Durban and a sdes office in Cape Town. No production of marine coatings takes place in
South Africa. Thereis a sdes office and warehouse in Durban and Cape Town.

Akzo Nobd presently has approximately 60% of the market share in marine coatingsin
South Africa and gpproximately 50% of the powder coatings market. Annua turnover is
esimated at R90 million for powder coatings and R60 million for marine coatings. Itis
not expected that there will be any growth in the powder coatings divison as the market
isadready mature and saturated. Thereisaso limited export potentia in the rest of
Africafor both these products.

There are some capital improvement plans with the focus on modernisation and the
replacement of old equipment and on hedth and safety initiatives (part of dust reduction
exposure policy) to conform to globa business requirements. It is not anticipated that
these plans will lead to any job losses. However, it islikely to lead to higher kil
requirements.
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The South African operation is required to conform to corporate directives relating to
risk, hedth, safety and the environment, as well as qudity, branding, marketing,
manufacturing improvement plans, together with genera corporate governance polices
and accounting practices.

Decisons relating to employment and restructuring are taken localy provided they arein
line with the budget. Operationa and financial objectives are decided a aloca level.
Issues related to research and development and product ranges are taken localy.

Investment decisions below 25 000 Euros are decided locdly in line with capital budgets;
al other expangon plans are developed localy but need approva at the group level.

Akzo Nobe currently employs 111 people — (87 in powder coatings and 24 in marine
coatings).

Labour Rdations

Interviews with shop stewards and union organisers indicate good relations between
Akzo Nobd and its employees. Management described is relationship with the union as
“fing’. The South African Chemica Workers Union (SACWU), aNACTU éffiliate, is
the only union organised a the Akzo Noble Plant in Alberton. SACWU hasaunion
membership of gpproximately 40 000. The union was active a the plant before Akzo
Nobel acquired the plant in 1998. 99 per cent of workersin the bargaining unit are
organised.

According to the shop stewards and union organisers, there have never been any
difficultiesin getting the union recognised. There are currently two shop sewards at the
Alberton plant, as per the requirements of the BCEA. The company deducts trade union
dues off the payrall.

The union described the relationship with management as positive and they are dways
willing to consult and provide information necessary for collective bargaining. Regular
monthly mesetings are held between worker representatives and senior management and
weekly meetings with middle management. Issues discussed a the meetings include
hedlth and safety, company performance and time keeping. Monthly shop steward
mestings are held with management. The Transformation Committee discusses
employment equity and skills development issues.

The Hedlth and Safety committee meets monthly, HIV/AIDS issues are discussed in
training plans and at health and safety meetings. The company is ill busy developing its
HIV/AIDS plan, but has started discussing issues around awareness. They aso have
plans to provide free testing and counsdlling. 1t would however seem that thispalicy is
not very effective, as shop stewards were not aware of any specific policy to ded with
HIV/AIDS. Asfar asthey were concerned, the policy smply involved the handing out of
free condoms.
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Worker representatives are able to cal unscheduled meetingsif they have an important
issueto discuss. Shop stewards are given time off to attend to union matters on request.

SACWU has no difficulty in digtributing informetion to al workers at the plant.
Industrial Action and Disputes

In 1997 there was afive-day work stoppage. The demand was for a 13% wage increase.
According to a shop steward, Akzo Nobdl was prepared to settle at 13%, but Plascon was
not. The trade union logt the strike with union members going back to work after five

days and receiving only a 10% wage incresse.

In 1998 there was a chemicd industry sectoral strike over wages a the nationd leve
which lagted five days.

In 1999 a dispute was referred to the CCMA over conditions of employment. Workers
who were moved from Plascon to International Paint were on contracts with different
terms and conditions. 1ssues of dispute included a transportation benefit and accessto
sdary advances. At thetime of the merger between Akzo Nobel and Plascon, Plascon
was providing workers with atransport subsidy. This semmed historicaly from
Plascon's rel ocation from Johannesburg to Alberton (gpproximately 25 kilometres from
Johannesburg). Akzo Nobd did not want to continue with this transport subsidy.

The other area of dispute concerned access to salary advances as well as company loans.
Akzo Nobe had a policy of redtricting sdary advances to no more than three times a
year. Plascon alowed its employees to access sdary advances as many times asthey
wanted. Plascon dso provided company loans at low interest while Akzo Nobel provided
company loans a the current prime rate.

Subsequently workers were informed of the intentions to close PC, Wood and Cail
coating businesses and no ruling was made.

Restructuring

According to the shop stewards, issues around restructuring, such as outsourcing, sub-
contracting and the introduction of new technology are not discussed and negotiated. The
shop stewards do however fed that thisin part semsfrom their ignorance and from
therefore not requesting meetings. They dso fet that the company should take the
initigtive in raisng these issues with the union.

The mogt significant restructuring took place in 2001 with the closure of three divisons.
Workers were offered voluntary retrenchment packages. This closure led to the loss of
172 jobs. There was no indudtria action as aresult of these retrenchments, but the matter
was dedt with through aformal consultation process.
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In terms of asocia plan, workers received three weeks' pay for every year's service, (the
BCEA dipulates one week for every year' s service). Akzo Nobd provided R2 000 for
esch retrenched worker to recaive training and they assisted with the writing of curricula
vitae of workers and provided three months free medica-aid cover. Plascon arranged
financid management advice for retrenched workers. Ladtly, if any vacancies exist or
there are opportunities for casua work, these retrenched workers are given first option to

fill the vacancy.

Currently, activities such as boiler making, cleaning, security, canteen services and
speciaised maintenance are dl outsourced. Wages given to these workers are dependent
on the wages paid according to the applicable bargaining council. According to the shop
sewards, there has been no increase in the use of sub-contracted workers. The company
only makes use of casud labour on an ad hoc basis and uses temporary workers to meet
increases in production.

Labour Conditions

Child and Forced L abour

Interviews with shop stewards stated that Akzo Nobel does not make use of child or
forced labour. Shop stewards were unsure whether Akzo Nobd specified this to their
sub- contractors, but had never witnessed this practice on site. They aso did not know
whether Akzo Nobd specified thisto their suppliers.

Employment Equity

A Transformation Committee has been established at Akzo Nobel to look at issues of
employment equity. Both management and worker representatives St on this forum. (As
previoudy mentioned thisis a requirement in terms of the Employment Equity Act.)

Breakdown of employees according to race and gender at Akzo Nobel

Male Female Total
African| Col. Indian [ White | African| Col. Indian [ White
Legidators, Senior Officialsand | 1 3 1 5
Managers
Professionals 3 3
Technicians and Associate 3 1 2 1 7
Professionals
Clerks 2 2 2 8 14
Service and Sales Workers 2 15 1 1 4 23
Skilled workers 5 2 7
Craft and related trades
Plant and machine operators 34 3 7 44
and assemblers
Elementary Occupations 8 8
Total permanent 53 4 11 23 3 3 1 13 111

Men represent just over 80% of al Akzo Nobel employees. Black men represent 20% of
those a senior management, the person concerned is the human resources manager.
Women represent 20% of those at senior management, the person concerned is the
financid manager.
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Shop stewards say that there have been no complaints about discrimination by the
company. Shop stewards say that there have been some efforts to improve the
representation of blacks and women at management leve.

Training

I ssues around skills development are dedlt with in the Transformation Committee.
Interviews with shop stewards indicate that the skills development plan is linked to the
employment equity plan. As per the Skills Development Act, Akzo Nobd currently
spends 1% of its payrall on traning

Of the 33 employees who received training last year, just over 50 per cent were plant
operators. Clerica occupations were the next biggest occupationa category who
received training with 18 per cent participating in training over the last 12 months. 36

per cent of those who participated in training were women, and thisis higher than their
overdl representation in the company, which is 18 per cent. Almost 85 per cent of those
who recaived training in the previous 12 months were black.

Working Hours and Wages

Normal working hours are 40 hours per week. Overtime is voluntary and is limited to 10
hours per week. The plant operates on a one-shift system, except over seasona peaks
when it operates on atwo-shift bass.

Wage bargaining takes place a a centralised level. Minimum wage rates are established
through the Indugtriad Chemica Bargaining Council. Plant level discussons relaeto
shift allowances, medls, transport and service avards.

According to a SACWU officia, Akzo Nobd is not the highest paying in the sector, but
one of the more reasonable and wage rates are above the minimum level established by
the bargaining council. The current minimum established by the bargaining council is R2
200 per month and the current minimum paid by Akzo Nobe is R3 400 per month.

The following table provides the average monthly income according to occupationd
categories.

Occupational Category Monthly Gross Income
Highly skilled/professional/management R18 398

Skilled artisan R5 639

Semi-skilled R3738

Unskilled -

Basic remuneration, excluding overtime and company contributions to medical aid, pension funds and motor vehicle allowances.

Once again usng aliving wage formula of home ownership, the average sdary paid to
semi-skilled employeesis below the level that would be required to meet the necessary
bond repayments.
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Benefits

Benefits Management Permanent Non-standard
Staff — employees
Bargaining (temporary
Unit staff)

Provident/pension fund Yes yes no

Medical aid Yes yes no

L oans Yes yes no

Education bursaries/grants Yes yes no

Transportation Yes Yes no

ESOPS Yes yes no

Paid vacation Yes yes no

Paid sick leave Yes yes no

Medical facilitieson site Yes yes yes

Housing assistance No no no

Childcare services No no no

Incentive bonuses Yes yes no

Severance pay Yes yes no

Paid maternity leave Yes yes no

Car alowance Yes no no

Non-standard employees refer to temporary or fixed term duration/limited duration employees, casual workers, etc.

Trangportation alowances are given to certain employeesin the bargaining unit. Thisis
linked to the historica benefit provided by Plascon to workersliving in certain aress.

Akzo Nobd asssts employees with the education of their dependents. Financid
assistance is given to employees with children from grade 7 to grade 12. Tertiary
education grants of R1 500 per annum are given. Study loans are dso given to staff on
an interest-free basis. If an employee passes the course, they do not have to repay the
loan.

The company currently provides up to six months maternity leave. For the first four
months employees recelve 33% of their sdaries with the difference coming from the
Unemployment Insurance Fund. Three days paternity leave is provided.

With regard to incentive/profit share bonuses linked to company performance, if targets
have been met, employees receive between one and two weeks' pay.

Corporate Social Responsibility

The company does not have any established charities to which it makes donations.
Rather contributions are made on an ad hoc basis depending on who approaches the
company for assstance.

Environmental Policy

Shop stewards were uncertain whether Akzo Nobe had an environmenta policy and they
were not sure whether a senior manager was responsible for environmenta standards.
According to the company, a senior manager is responsible for environmental concerns.
Thereisdso aHedth and Safety and Environmenta Committee.
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Environmental standards/targets are established by the head office in the Netherlands.
Akzo Nobd South Africais currently targeting 1SO 14001 listing in 2003.



NOTE: ‘Unfair Dismissal’

During this period 53 employees were dismissed. The union believes that Unilever
deliberately delayed its recognition until the dismissa of these workers. Consequently
these workers were dismissed without any communication or consultation with
CEPPWAWU, but with NUFBWSAW.

CEPPWAWU bdieves that management is reluctant to recognise their union asthey are
seen to be militant and radical. Furthermore they are reluctant to bring in anew union as
they have a sweetheart union in place.

A number of problems have been identified by CEPPWAWU regarding the existing
union NUFBWSAW. In addition the employees of Unilever have raised concern about
the leadership of NUFBWSAW and had requested the eection of anew branch leader.
In particular the dismissed workers fedl that the branch leader of NUFBWSAW had an
adverse impact on their representation a the consultations meetings.

The purpose in highlighting these worker concerns is not to ded with the particular
interna problems relating to NUFBWSAW who is ffiliated to NACTU who have taken
disciplinary actions, but rather to highlight the particular relationship that the union, or
rather its particular leader, have with Unilever. These concerns, expressed by some
workers, link to the alleged conflict of interest of NUFBWSAW' s branch leader and lead
negotiator a Unilever Boksburg. These largdly rdae to him having alegedly expressed
an interest in purchasing some of the departments that were to be outsourced by Unilever.
In addition he dso ran amicro-lending and funerd scheme operated from the premises of
Unilever with stop order facilities.
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