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M i l t  B a r k e r  
S e p t e m b e r  9, 1 9 8 5  

P a g e  2

r e t u r n  t h a n  w e  c u r r e n t l y  e n j o y .  C o n s e q u e n t l y ,  w e  w o u l d  f i n d  it 
n e c e s s a r y  t o  r e d u c e  o u r  p o t e n t i a l  r i s k  b y  r e d u c i n g  w h a t  

o t h e r w i s e  w o u l d  b e  t h e  s i z e  o f  o u r  c o m m o n  s t o c k  p o r t f o l i o s .

T h e  d i v e s t m e n t  w o u l d  a l s o  a f f e c t  o u r  b o n d  a n d  m o n e y  m a r k e t  
p o r t f o l i o s  b y  r e m o v i n g  m u c h  o f  o u r  p o t e n t i a l  i n v e s t m e n t  
u n i v e r s e ;  i . e . ,

7 7 %  o f  c o m m e r c i a l  p a p e r  i s s u e r s ,

8 7 %  o f  b a n k  i s s u e d  p a p e r ,  a n d  

6 0 %  o f  i n d u s t r i a l  c o r p o r a t e  b o n d s .

T h e  l o s s  o f  m o n e y  o p p o r t u n i t i e s  w o u l d  r e d u c e  o u r  y i e l d  b y  . 2 5 %  
i n  t h o s e  a r e a s ,  b u t  t h e  l o s s  o f  m o s t  o f  t h e  b e s t  c r e d i t s  i n  t h e  
c o r p o r a t e  b o n d  a r e a  w o u l d  h a v e  m o r e  p r o n o u n c e d  e f f e c t s .

B e c a u s e  t h e  r e m a i n i n g  i n d u s t r i a l  b o n d s  w o u l d  b e  s u b s t a n t i a l l y  

m o r e  r i s k y ,  w e  w o u l d  h a v e  t o  m a i n t a i n  a s m a l l e r ,  r e l a t i v e  

p o s i t i o n  —  a l t h o u g h  it w o u l d  c o s t  u s  1 . 1 %  i n  y i e l d .  P r u d e n c e  

w o u l d  a l s o  d e m a n d  a s m a l l e r  u t i l i t y  b o n d  p o s i t i o n  a s  w e l l  s o  w e  

w o u l d  n o t  b e  o v e r l y  w e i g h t e d  i n  t h a t  r i s k i e r  a n d  l e s s  c a l l  
p r o t e c t e d  a r e a .

D i v e s t m e n t  w o u l d  h a v e  s i m i l a r  b u t  s o m e w h a t  r e d u c e d  e f f e c t s  
o n  t h e  S t a t e ' s  G e n e r a l  F u n d  a n d  o n  t h e  P u b l i c  S c h o o l  a n d  

U n i v e r s i t y  o f  A l a s k a  F u n d s .  T h e s e  e n d o w m e n t  f u n d s  w o u l d  l o s e  

t h e i r  o n l y  e q u i t y  i n v e s t m e n t s  ( c o n v e r t i b l e s )  a n d  m o r e  t h a n  h a l f  

o f  t h e i r  h i g h  y i e l d i n g  c o r p o r a t e  b o n d s .  T h e  G e n e r a l  F u n d  w o u l d  

b e  p r a c t i c a l l y  t r a p p e d  i n t o  o n l y  U . S .  T r e a s u r y  i s s u e s  f o r  a 

g i v e - u p  o f  a b o u t  $ 1  m i l l i o n  a y e a r .

In o r d e r  to q u a n t i f y  t h e  e f f e c t s  o n  t h e  R e t i r e m e n t  S y s t e m s '  
i n v e s t m e n t s ,  I h a v e  c a l c u l a t e d  t h e i r  p r o b a b l e  a v e r a g e  p o s i t i o n s  

a n d  r a t e s  o f  r e t u r n  f c i  e a c h  o f  t h e  n e x t  f i v e  f i s c a l  y e a r s .

T h e n ,  a f t e r  a l l o w i n g  f o r  t h e  d i v e s t m e n t  e f f e c t s  o n  t h e  

p o r t f o l i o ' s  p o s i t i o n s  a n d  y i e l d s  a s  p r e v i o u s l y  n o t e d  i n  t h i s  

m e m o r a n d u m  - -  I h a v e  r e c a l c u l a t e d  t h e  r a t e s  o f  r e t u r n  f o r  t h e  

s a m e  f i v e  f i s c a l  y e a r s .  T h e  r e s u l t s  o f  t h e s e  c a l c u l a t i o n s  a r e  

s h o w n  i n  t h e  a t t a c h e d  t a b l e .  T h e  d i v e s t m e n t  p o r t f o l i o s  h a v e  

s m a l l e r  c o m m o n  s t o c k  a n d  c o r p o r a t e  b o n d  p o s i t i o n s  a n d  l a r g e r  

U . S .  T r e a s u r y  p o s i t i o n s ,  a n d  y i e l d s  o n  c o m m o n  s t o c k s  a r e  

l o w e r .  T h e  n e t  r e s u l t  f o r  t h e  s u m  of t h e  f i v e  y e a r s  is a 

r e d u c t i o n  i n  r e t u r n s  o n  i n v e s t m e n t s  t o t a l l i n g  $ 1 7 7 , 8 9 0 , 0 0 0 .

J R W / g b

A t t a c h m e n t



STATE RESTRICTIONS ON PUBLIC IN ^ S TO flS  
IN COMPANIES DOING BUSINESS IN SOOTH AFRICA

CONNECTICUT (Connecticut General Statutes, Chapter 32, Section 3-13f)

Public Act 32-324 requires the State Treasurer to divest, within a reasonable 
period of time, all state funds currently invested in any corporation doing business 
in the Republic of South Africa. The law further provides that no new state funds 
can be invested in any corporation after the effective date of the law unless the 
company meets the following conditions:

a) adoption of the Sullivan principles (a code of business practices relating 
to equal opportunities for black workers in South Africa promulgated by 
Reverend Leon H. Sullivan);

b) attainment of a performance rating for compliance with the Sullivan
principles in the top two categories as measured by Arthur D. Little,
Inc. (the official compliance monitor);

c) refusal to supply strategic products or services to the government of
Soi'u.1-. Africa for its use or for use by the military or police in that
country; and

d) recognition of the right of all South African employees to organize acd 
to strike in support of economic or social objectives, free from the 
fear of dismissal or blacklisting.

For the purposes of this law, the term "doing business in South Africa" 
includes not only those companies "conducting or performing manufacturing, assembly, 
or warehousing operations," but also "lending money to the Republic of South 
Africa or any agency or instrumentality thereof" in the case of a bank or other 
financial institution.

MICHIGAN (Michigan Compiled Laws, Section 37.2402)

Effective April 1, 1984, the State of Michigan prohibited public institutions 
of higher education from "knowingly making or maintaining" an investment in any 
United States' firms or any subsidiary or affiliate of a United States' firm 
operating in South Africa.

As defined in this section, "investment" means only "money placed in shares 
of stocks and other equity interests," not bank deposits made in the ordinary 
course of business.

MASSACHUSETTS (Massachusetts General Laws Annotated, Chapter 32, Section 23(1)(d)(vi))

State law prohibits the State Treasurer from maintaining public employee 
pension funds in any bank or financial institution which directly, or through 
its subsidiaries, has outstanding loans to the Republic of South Africa or its 
instrumentalities (effective January 1, 1983). This statute, which affects funds 
of the State Employees', Teachers', and Massachusetts Turnpike Authority 
Employees' Retirement Systems, also barred as of the same date continued investment 
in the "stocks, securities or other obligations of any company doing business 
in or with the Republic of South Africa."

MARYLAND (Maryland Annotated Code, Article 95, Section 21)

Since the beginning of this year, a statutory prohibition has been in force 
which bans the deposit of state funds in any financial institution unless that 
institution certifies in writing to the Treasurer "that it has no direct loans or 
foreknowledge of any indirect loans" outstanding to any unit of government or any 
national corporation of the Republic of South Africa. Direct or indirect loans 
outstanding prior to January 1, 1985, are not covered by this statute.



Acting on a broader scale, Nebraska lawmakers banned several types of state 
investment activity. Legislation enacted in that state prohibited continued public 
investment in the stocks of any financial institution which, directly or through 
its subsidiaries, had outstanding leans to the South African government or its 
instrumentalities as-of January 1 of this year. Divestment could have been 
avoided if, by July.l, 1984, the financial institution adopted a formal South 
African investment policy which included:

a) a complete listing of any outstanding South African public sector loans 
and the purposes for which such loans were made;

b) the amortization schedule for such loans; and
c) a public commitment not to renew any existing loans or make any new loans 

to the South African public sector.

If at any time in the future the institution adopts such a policy, reinvest­
ment of public funds could occur.

In addition to these restrictions, the 1984 law halts investment of state 
funds in the bonds of any financial institution which, directly or through its 
subsidiaries, has outstanding loans to the South African government or in the 
bonds of any corporation doing business in or with the Republic of South Africa, 
effective January 1, 1985. New state investments in the bonds of any financial 
institution would be allowed when an institution met the three criteria described 
in paragraph one.

New investmei.ts in corporation bonds would be authorized, however, if the 
company "has agreed to abide by, is implementing, and demonstrates that it is 
making good progress in implementing:

a) nonsegregation cf the races in all eating, comfort, and »->rk facilities;
b) equal and fair employment practices for all employees;
c) equal pay for all employees doing equal or comparable work for the same 

period of time;
d) initiation and development of training programs that will prepare 

substantial numbers of black and other nonwhite persons for supervisory, 
administrative, clerical, and technical jobs;

e) representation of black and other nonwhite persons in management and 
supervisory positions in a proportion equal to their percentage of the 
total population; and

f) improvement in the quality of employees' lives outside the work environ­
ment including, but not limited to, the areas of housing, transportation, 
education, recreation and health care."

As of January 1, 1987, financial institutions or corporations doing business 
in South Africa must meet the criteria just discussed or also face divestment of 
state funds invested in their stocks.

NEBRASKA (Nebraska Revised Statutes, Section 72-1270 et seq.)

IOWA (Iowa Code, Section 12A.1 et seq.)

Funds under the control of the State Treasurer and the State Board of Regents, 
as well as monies in the Iowa public employee retirement fund, cannot be invested 
or deposited after June 30, 1985, in any financial institution which has a loan 
outstanding to the Republic of South Africa. Moreover, investments in the stocks, 
securities, or other obligations of such financial institutions or any company 
doing business in or with the Republic are also prohibited. These restrictions 
do not apply, however, to any company which has adopted the Sullivan principles 
and has been ranked in categories one, two, four or five; or to any company which 
has been a Sullivan signatory for at least five years and has obtained a performance 
rating in the top two categories during four of the past five years.

Not only are new investments forbidden, the state must also divest itself of 
securities and other investments in such institutions and corporations by July 1, 
1990. At least one fourth of the value of the investments held on July 1, 1985, 
must be sold beginning on July 1, 1988, unless the general assembly determines 
that "substantial and fundamental progress" has occurred in establishing human 
rights policies if, ',!;c. ", «•'
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RHODE ISLAND (Rhode Island General Laws, Copter 35-10)

Over the four year period beginning July 1, 1985, Public Law 85-336 requires 
the divestment of state monies and pension funds which, as of that date, are 
invested in any financial institution lending money to or any corporation doing 
business in the Republic of South Africa. In addition, no new investments will 
be allowed after July 1, 1985. in the financial institutions loaning money or the 
companies doing business in, or with, the Republic. A nine-member commission, 
composed of legislators and public citizens, will oversee the divestment program.

Notwithstanding this directive, divestment is not required if sales "would 
not be in accordance with such action as prudent individuals of discretion and 
intelligence in such matters, who are seeking a reasonable income and the preser­
vation of their capital, would take, or when the market value of the investments... 
is lower than the purchase price "

After July 1, 1985, no bank or trust company may serve as a depository of 
state funds if it provides to the Republic of South Africa, either directly or 
through a subsidiary or agent, the following services:

a) the sale, advertising or promotion of the . ile of krugerrands, or any 
other coins minted in South Africa;

b) the underwriting of securities; or
c) the making of new loans to the government or private sector, other than 

loans for certain educational, housing or health facilities.

Furthermore, no state department, agency, authority or instrumentality may 
purchase any good known to be wholly produced in South Africa.

NEW JERSEY

Awaiting the approval of the Governor, Assembly Bill #1309 halts the investment 
of pension or annuity funds in any financial institution which, directly or 
through its subsidiary, has outstanding loans to the Republic of South Africa or 
its instrumentalities, or in the stocks, securities, or other obligations of any 
company engaged in business in or with the Republic. Existing investments must 
be divested within three years of the enactment of the legislation.

July, 1985
The National Conference 

of State Legislatures



American 
Corporations With 
Direct Investments 
In South Africa*

C o r p o r a t io n  
M  International 
Inc.

A M C A  International 
Corp .

I ^ A b b o t t  Labora tories

Accuray C orp . 
^ M i r  Exp ress Inter­

national C orp .
A ir P roducts &  

Chem icals Inc. 
Albany International 

Corp .
A lexander &  A lex­

ander S e n 1. Inc. 
Allegheny Interna­

tional Inc.
Lou is A . Allen 

Associates L td . 
Allis-Chalm ers 

Corp .
Amdahl C orp . 
American Airlines 
American Cyanamid 

C o .

t^ *A m e r ic a n  Express  
C o .

American H om e  
Products C o . 

Ix ^A m cric .in  Hospital 
Supply C orp . 

American Interna­
tional G roup , Inc. 

Applied P ow er Inc.

^ ^ A r m c o  Inc.
Ashland Oil Inc.

A ssociated M eta ls 
&  M inerals C orp . 

Automatic Sw itch
C o .

Avery International 
Corp .

L liD O  International
Inc.

Halter International 
Corp.

Bandag Inc.
' " ‘I Bates 
, Worldwide Inc. 
™ u^ch &  Lom b  

Inc.
_ ■"'t  Travenol 
! ,  •abnraiories Inc. 
■y ” Pl1' C o . Inc.

( ' r,luP Inc.

' * I’erlttT 
■* ''"'factoring C o .

N u m b e r  O f  S u b s id ia r i e s  &  L in e s  
o f  B u s in e s s  In  S o u th  A fr ic a  

(1 ) Communications graphics: infor­
mation handling 

(1 ) C ranes and excavation equipment

(1 ) Pharm aceutical, consum er &  
hospital products 

( l )M easu rem en t control system s 
(1 ) Air freight

(1 ) Industrial gases &  equipment

(1 ) Industrial textiles &  fabrics

(1 ) Insurance brokers

(1 ) M a tch -s ; kitchen &  hardware 
products

(1 ) M anagem ent consultants: educa­
tion &  resea rch

(2 ) Air pollution control

(2 ) C om pu te rs : sw itchboard netw orks 
(1 ) T rave l information office
(4 ) Chem ical, agriculture, medical &  

personal ca re  products : laminated 
wood products

(1 ) T rave lers  check  distribution

(3 ) Pharm aceutica ls, baby food, 
household products

(1 ) M edical &  scientific specialties

(1 ) Insurance

(1 ) Autom otive serv ice : industrial 
hydraulic equipment 

( t )  Particle size monitoring equipment 
(3 ) Lubricating oil; chem ical &  

engineering supplies 
(1 ) M etals and minerals

(1 ) N A

( I )  Se lf-Adhesive Labels 

(1 ) Advertising

(5 ) Mining too ls &  equipment: e lec­
tronic instruments

(1 ) R ubber equipment &  supplies
(1 ) Advertising

(2 ) NA

(1 ) Health care products

(2 ) Foundation garments 
(1 ) Engineering consultants 
(1 ) M icrofilm  products
( I I  Pow er too ls

S u l l iv a n  S ig n e r /  
1 S 8 4  C a te g o r y  • •

N o .

N o .

Y es -IIA .

N o .
N o .

N o .

N o .

N o .

N o .

N o .

N o .

N o .
N o .

Yes-1 ,1 ,1 ,IVD .

Y cs -IV A .

Y es -IIA .

N o .

Y es -IIIA .

N o .

Y es -IV C . 
Y es -IIIA , IDA .

inc.
N o .

N o .

N o .

N o .

N o .

N o .
N o .

Y es -V .

Y es -V .

N o .
N o .
N o .
N o .

\\s 0(0 6TAr<£ OP ALASKA V̂ NDOtL Usf
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N u m b e r  o f  S u b s id ia r i e s  &  L in e s  S u l l iv a n  S ig n e r '  
o f  B u s in e s s  in  S o u th  A f r ic a  1 9 8 4  C a t e g o r y *  * C o r p o r a t io n

N u m b e r  o f  S u b s id ia r i e s  &  L in e s  S u l l iv a n  S ign e r/  
o f  B u s in e s s  in  S o u th  A f r ic a  1 9 8 4  C a t e g o r y ”

Blue Bell Inc. 
• 'B oe in g  C o .

Bo rden  Inc. 
L j^ o r g -W a m e r  C orp . 

B o m  Inc. 
B ris to l-M yers C o .

Buckman  
Laboratories Inc.

Bu cyrus-H rie  C o .
Bundy C orp .

I / '  Bu rroughs C orp .
B u ttcrick  C o . Inc.
C B I Industries Inc.
C B S  Inc.

I ^ C I G N A  C o -p .
C P C  International 

Inc.
Caltex Petroleum  

C orp . (Jointly 
owned by Socal &  
T exa co )

Card K ey  System s

Carm an Industries 
Inc.

ix ' t a r n a t io n  C o .

C oop e r  Laboratories 
Inc.

C ou lte r Electron ics 
Inc.

C row n Cork &  Seal 
C o . Inc.

Cummins Engine 
C o . Inc.

D 'A rcy -M acM anus  
&  Masius 
Worldw ide Inc.

k ^ 'D a m e s  &  M oore

Dart &  Kraft Inc.
( i ^  D e ere  &  C o .

Deltak C orp .
D iamond Sham rock  

C orp .
D o -A ll C o .

Donaldson C o . Inc.

D ow  Chem ical C o .

I / S b o w  Com ing C orp .

D r . Pepper C o .
i ^ B r e s s e r  Industries 

Inc.

i ^ E . I  Du Pont De  
Nem ours &  C o . 
Inc.

Dukane Corp .

. / ' D u n  and Broad tree t 
C orp .

p ^ 'E a s tm a n  Kodak C o .
^ « E a t o n  C orp .

Echlin C o .
Ecola irc
Em ery  Air Freight

(1 ) Casual clothing 
(1 ) Comm ercial aircraft 
(3 ) Food  products 
(1 ) Autom otive parts and service  
(1) Industrial heaters 
(1 ) C onsum er, pharm aceutical, nutri­

tional products 
(1) Industrial chem icals

(1 ) Mining machinery 
(1 ) A u to  &  refrigeration tubing 
(1 ) C om puter &  business equipment 
(1 ) Paper patterns
(1 ) M eta l plate structu res
(2 ) R ecord s , tapes , shee t music 
(1 ) Insurance
(1 ) Consum er products

(2 ) Petro leum  products

(1 ) A ccess  con trol &  security  
system s 

(1 ) Vibrating L e d e r s

(1 ) M ilk products , fruit concen tra tes .
pe t a ccesso r ies

(1 ) NA

(1) M edical &  scientific e o if  •’ ent

(1 ) Packaging &  bottling machinery &  
equipment

(1 ) D iesel engines

(1 ) Advertising and marketing

(1 ) Environmental &  engineering 
consultants

(2 ) Prim ary cells and batteries
(1 ) Farm  equipment
(1 ) NA
(1) Specialty chem icals

(1 ) M achine too ls and industrial 
supplies

( I )  A ir cleaners for internal com bus­
tion engines

(1) Chem icals, plastics, 
pharmaceuticals

(1 ) Silicones, chem icals &  solid 
lubricants

(2 ) Carbonated beverages
(2 ) M ining, road-building, hydraulic 

equipm ent; air com p resso rs &  
fuel dispensing system s

(1 ) Chem icals, plastics &  specialty  
products

(1) Communications and sound 
equipment

(2 ) C redit and marketing information

(1) Photographic equipment
(3 ) T ru ck  pa rts : industrial m oto r con ­

trol system s
(1) Autom otive parts
(1 ) P ow er stations
(2 ) Air freight

N o . 
N o . 

Yes-1,1 ,1 . 
Yes -IIA .

N o .
Y es -IIA .

N o .

N o .
Y es -I .

Y e s -IIA .
Y e s -V .

Y e s -I IB .I IB .
Y e s -IIA .
Y es -IIA .

Y es -I .

N o .

N o .

Y cs -I I IB .

N o .

N o .

N o .

Y es -IV C .

Y es -IlIC .

N o .

Y e s -I lIC , II 
Y es -IIA . 

N o .
N o .

N o .

Y es -IIIA .

Y es -IIA .

Y es -IV C .

N o .
Y es -V .

Y’e s -I .

N o .

N o .

Y e s -I .
Y e s -V .

N o .
N o .
N o .

Em hart Corporation (4 ) NA N o .
^ E n g l e h a r d (1 ) O re s , precious metals, chem icals Y cs -IV A .

Corporation
E rico  Products (1 ) E lectrica l connectors , welding 

equipm ent, industrial fasteners
N o .

Eriez Magnetics (1 ) NA N o .
Euclid Inc. (1 ) Off-H ighway mining and construc­

tion trucks
N o .

l i / 'E x x o n  Corporation (3 ) P etro leum  products Y e s -I .I .I .
FM C  Corporation , (1 ) F ood  processing equipment Y es -IIIA .
Federa l-M ogu l (2 ) C ar , truck and tractor parts Y es -IIA , IIIC .

C orp .
F e rro  Corporation (1 ) P lastics , ce ram ics , chem icals and 

engineering tires
Y es -IIIA .

^^ /'E ire  stone T ire  & (1) C om m ercia l, industrial and Y e s -IIB
Rubber C o . agricultural tires

Flow General Inc. (1 ) Immunology ar.d biochem istry 
products

N o .

_^<John  Fluke Manufac­ (1 ) E lectron ic test and measurement Y es -IIIA .
turing C o . instruments

j^ / F l u o r  C orp . (2 ) Engineering, maintenance and Y c s - I .I .
se rv ices

j^ /F o o t e  C one & (1) N A N o .
Welding C om ­
munications Inc.

Ford M o to r  C o . (1 ) Autom obiles, trucks and tractors Y es -IIA .
F oster W hee ler (1 ) Chem ical engineering contractors Y es -V .

C orp .
Franklin E lectric (1 ) Subm ersible and explosion -proof Y es -II IC .

C o . Inc. e lectric m otors
j j^ F r u c h a u f  C orp . (1 ) T ra ile rs and containers N o .

GA F  Corporation (1 ) Chem icals, filters, graphic fi.in , N o .
G A T X  Corporation (2 ) C em en t plant construction , capital 

equipment financing
N o .

J ^ /G T E  Corporation (1) Tungsten  carbide and special pur­
po se  engineering tooling

N o .

G a tes Rubber C o . (1 ) Autom otive and industrial rubber 
products

N o .

G E L C O  Corporation (1 ) N A N o .
^/■ General E lectric C o . ( )  Lighting components and in­

dustrial equipment
Y es -IIA , IIA . 1IA

General Foods f l )  N'A N o .
C orp .

G eneral M o to rs (2 ) Autom otive products : financial Y e s -M .
C orp . serv ices

General Signal (1 ) E lectron ic instrumentation and N o .
C orp . p rocess con trol system s

A . J. Gerrard  &  C o . (1) S tee l strapping machines N o .
G e ts Corporation (1) C on sum er products distribution N o .
Gillette C o . (1 ) B lades , rax o is , toiletries, writing 

instruments
Y es -IIA .

/ / 'G o o d y e a r  T ire  & (2 ) T ire s , tubes industrial rubber Y e s -I .I .
Rubber C o . p roducts

^ A Y .  R . G race &  C o . (1 ) Chem ical sealing compounds and Y es -IIA .
flexible packaging

G rey  Advertising (1 ) Advertising N o .
Inc.

G rolier Inc. (1 ) Educational books N o .
llam isch feger (1 ) M ining shovels and construction N o .

Corporation equipment
Harper G roup (1 ) International freight and custom s 

brokerage
N o ,

Hay A ssociates (1) Consulting serv ices N o .
Hayes/Hill Inc. (1) M anagem ent consultants N o .
Healthdyne Inc. C o . (1 ) M edica l equipment N o .
Heinemann E lectric ( I )  C ircu it breakers and earth leakage N o .

C o . p ro tecto rs
W alle r E . H e ller (1 ) Factoring and leasing Y cs -IV D .

O verseas C orp .
Henkel Corporation (1 ) Specialized mining chem icals N o .
(con tin u ed  on pnr/c J (/ )

1/ oo oFALA&Cft '/&NOOS?-. US7~ ^/3/3te
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Congressional Black 
Caucus Braintrusts
Friday, S ep tem ber  27, 1985

A S p e a k - O u t  O n  T h e  B la c k  H ig h  S c h o o l  D r o p o u t  
R a t e :  R e v e r s i n g  T h e  D e c l in e  
Hon. Major R. Owens 
9 :30-12:30 p.m.

A G IN G  B R A IN T R U S T  
Hon. Harold Ford, Chair 
9:30 a .m .-12 :30  p.m.

B L A C K  W O M E N : E C O N O M IC  SURV IV A L 
Hon. Cardiss Collins, Chair 
9:00 a .m .-12:30 p.m.

C IV IL  R IG H T S  AND C R IM IN A L  J U S T IC E  
Hon. John C onyers Jr.
9:30 a .m .-12:30 p.m.

C O R P O R A T E  A F F A IR S
Hon. Julian C. Dixon, Chair 
9:30 a .m .-12:30 p.m.

F O R E IG N  A F F A IR S  B R A IN T R U S T  
Hon. William H, Gray, III 
9:30 a .m .-12:30 p.m.

H E A L T H  B R A IN T R U S T  
Hon. Louis S tokes
9:00 a .m .-5 :00  p .m . -T h u r s d a y ,  S ep tem ber  26, 1985 
9:00 a .m .-12:30 p .m .-F r id a y ,  Sep tem ber  27, 1985

H O U S IN G  B R A IN T R U S T
Hon. Parren  J. Mitchell, C h a i r
9:00 a .m .-12:30 p .m . -T h u r s d a y ,  Sep tem ber  26, 1985

M IN O R IT Y  B U S IN E S S  B R A IN T R U S T  
Hon. Parren  J. Mitchell, C h a i r  
9:00 a .m .-12:30 p.m.

TA X  R E F O R M : B U R D E N  ON B L A C K  F A M IL IE S ?  
Hon. Alan W heat, C h a i r  
9:30 a .m .-12:30  p.m.

T H E  E F F E C T S  O F  D R U G  A B U SE  O N  T H E  
B L A C K  C O M M U N ITY  
Hon. Charles B. Rangel 
9:30 a .m .-12:30 p.m.

T H E  STATUS O F  T H IR D  W O R L D  P E O P L E  IN 
T H E  W E S T E R N  H E M I S P H E R E
Hon. M ervyn M. Dymally 
9:30 a .m .-12:30 p.m.

Y O U TH  B R A IN T R U S T  
Hon. Walter E. Fauntroy 
9:30 a .m .-12:30 p.m.

Friday, Sep tem ber  27, 1985: M em bers Joint Plenary 
Session
8:30 a .m .-9 :3 0  a .m.
“Africa: A Continent in Crisis"

American Corporations With 
Investments in South Africa
( c o n t i n u e d  f r o m  p a g e  I S )

C o r p o r a t io n
( j / i l e w le t t -P a c k a r d  

C o .

^ / 'H o n e yw e ll, Inc.
H o ov e r  C o .
HoudaiUe Industries 

Inc.
fcXH ughes T o o l C o .

H ydro -A ir Engineer­
ing Inc.

I .M .S . International 
Inc.

.dinois T oo l W ork s  
Inc.

Ingersotl-Rand C o .
.^ In te r n a t io n a l

Business
Machines

International Flavors 
&  Fragrances Inc.

N u m b e r  o f  S u b s id ia r i e s  &  L in e s  S u l l iv a n  S ig n e r /  
o f  B u s in e s s  in  S o u th  A f r ic a  198 -1  C a t e g o r y * *
(1 ) C om pute rs , e lectron ic calculators, Y es -I.

medical and chem ical analysis 
instruments

(1 ) P ro ce ss con trol instruments Y es -IIA .
(1 ) E lectrical appliances Y es -IIIA .
(1 ) Engineering, packaging, industrial N o .

seals
(1 ) R ock  drill bits N o .
(1 ) R oo f truss machinery N o .

(1 ) M arket resea rch  N o .

(1 ) P rocessing o rd ers for item s N o .
manufactured ou tside South  Africa 

(1 ) Industrial machinery N o .
(1 ) Information processing equipment Y es -I.

(1 ) F lavors, fragrances and arom a N o .
chem icals

N u m b e r  o f  S u b s id ia r i e s  &  L in e s  S u ll iv n n  S ig n e r /  
C o r p o r a t io n  o f  B u s in e s s  in  S o u th  A f r ic a  198 -1  C a te g o r y *  *
International (2 ) Farm  implements Y es -IIIA ,IIIA .

H arveste r C o .
International (2 ) Chrom e O re Y es -IIA , IV C .

M inerals Si
Chemical
Corporation

International Staple (1 ) Stapling machines N o .
&  Machine C o .

International (-1) B rake  parts; radio p roducts; Y es -IIA , HA . IVD
Telephone & advertising; communications NA .
Te legraph C orp . cables

Interpublic G roup  o f (3 ) Advertising Y es -II IB .I I IA .I I IB .
Companies Inc.

JW T  G roup Inc. (1 ) Advertising N o .
Johnson &  Johnson (3 ) Baby products; pharmaceuticals: Y es -IIIA . NA .

C o . medical devices
S .C .J o h n so n  &  Son (1 ) H om e ca re , auto , industrial and N o .

Inc. personal care products
Ipr'Ttohnson Contro ls (1 ) Environmental and security Y es -IIIC .

Inc. system s
Joy Manufacturing (1 ) Mining equipment Y es -IlIC ,

C o .
l ^ K e l l o g g  C o . (1 ) C ereal products Y es -IIA .

Kcndav is Industries (1 ) Heavy-duty off-highway trucks N o .
International Inc.

Kimberly-C lark f l )  D isposable paper N o .
Corporation

is'o/O srmz. op" frtfisjcA u s r  ^/3/ee>
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N u m b e r  o f  S u b s id ia r i e s  &  L in e s S u l l iv a n  S ig n t
C o r p o r a t io n o f  B u s in e s s  in  S o u th  A f r ic a I9 H 4  C a t e g o r y

E s te e  Lauder Inc. (1 ) Cosm etics N o .
L e c o  Corporation (1 ) Analytical instruments N o .
L ibbey -Ow ens-Ford (2 )  A utom otive, aerospace  and in­ N o .

C o . dustrial m aterials : hydraulic and 
pneumatic equipment

Eli Lilly and C o . (2 ) Manufacture o f  pharmaceuticals 
and agricultural products; 

cosm etics

Y e s -I . H A .

Loctite  Corporation (1 ) Distribution/sale o f  industrial/con­
sum er adhesives

N o .

Longyear C o . (1 ) Industrial drills, mineral 
exploration

N o .

Lubrizol Corporation  (1 ) Lubricant additives N o .
L ykes B ro s . S team ­ (1 ) O cean Shipping N o .

ship C o . Inc.
^ / /M a cM illa n  Inc. ( I )  Publishing N o .

M arem ont (1 ) Mufflers, exhaust p ipes, shock N o .
Corporation absorbers

M arriott (1 ) Aviation and industrial catering Y es -IIIA .
Corporation

t t ^ M a r s h  &  M cLennan (1 ) Insurance Y es -IV D .
C o s . Inc.

M artin  M arietta (1 ) Construction materials N o .
C orp .

M cL ean  Industries (1 ) O cean shipping N o .
^ /^ 'M cG raw -H ill Inc. (1 ) T ex tbook s for schoo ls and 

college -
Y es -I .

M easu rex (1 ) C om puter process control Y es -II IC .
Corporation system s

M edtron ic Inc. (1 ) NA N o .
^ / “M e r c k  &  C o  Inc. (3 ) Health P roducts ; cooling equip­

ment; w ater treatm ent chem icals
Y es -I ,H A .V .

M etallurg Inc. (1 ) Metallurgical alloys N o .
Midland R oss . Inc. (1 ) Sensors for iron and stee l 

industry
N o .

t ^ M i l l ip o r e (1 ) Precision filters N o .
Corporation

J ^ 'M in e  Safe ly A p ­ (1 ) A ir filtration and fire protection Y es -IIIA
pliances C o . equipment, safety products

M innesota M ining & (2 ) Adhesives, abrasives, audio Y es -I , I.
Manufacturing C o . recording tape , health care 

products
M obil Corporation (6 ) Petro leum  products; insurance Y e s -I ,1,1,1.1,1.
M ohaw k Data (1 ) C om puter marketing N o .

Sciences C orp .
/ ^ M o n s a n t o  C o . (2 ) Textile fibers, plastics,

agricultural p roducts, industrial 
chem icals; p rocess con trol valves

Y e s -I IA ,N o .

{ ^ “'M o to r o la  Inc. (1 ) Tw o -w ay  radio, sem iconductor 
and automotive products , data and 
control system s

Y es -IIIA .

N C N B  Corporation (1 ) Banking Y es -IV C .
J ^ / 'N C R  Corporation (1 ) Business system s, com puters and 

data terminals
Y es -IIIA .

N ab isco  Brands Inc. (1 ) Candies, roasted  peanuts, baking 
powder

Y es -IIA .

N a lco  Chem ical C o . (1 ) W ate r treatment and specialty 
chem icals

Y es -IIIA .

National Education ( I )  Correspondence cou rse s N o .
C orp .

National-Standard (1 ) T ire  and cycle beadw ire , welding N o .
C o . w ire, copperply

National S tarch  & (1) Industrial adhesive fo r  packaging N o .
Chemical and woodworking
Corporation

National Utility S e r ­ (1 ) Fuel and energy co st analyses N o .
v ice Inc.

New m ont Mining (4 ) Mining and processing N o .
C orp .

A . C . N ielsen C o . (1 ) M arket research N o .

Number of Subsidiaries & Lines Sullivan Signer/ 
Corporation o f Business in South Africa 1984 Category* *

Norton  C o . (5 )  Abrasives, hand too ts, buffs. Yes-I.1 .1 .1 .1 ,
polishing media; mining and 
engineering

Oak Industries (2 ) E lectrical products; e lectric N o .
transform ers and substations 

Ogilvy &  M ather (1 ) Advertising N o .
International

Ol'n Corporation  (3 ) W ate r purification and chem ical Y e s -E .I I .N A .
products: construction  fastening 
system s

Op ico  Inc. (1 ) Agricultural equipment N o .
Pan American World (1 ) Airline sales office N o .

A irw ays 
Parker Hannifin 

Corporation  
Parker Pen C o .

Penmvalt 
Corporation  

Pep ico  Inc.
^ /P e r k in -E lm c r  

Corporation
b x 'T f iz e r  Inc.

Phelps D odge C orp .
Phibro-Salotnon Inc.

Phillips Petro leum  
C o .

Pizza Inn Inc.
Precision Valve 

C orp .
P re form ed Line 

P roducts C o .
Q uaker Chem ical 

C orp .
{/ • “'R ay theon  C o .

(^ /"R eader's D igest 
Association Inc.

Redland B rass 
Corp .

Revlon Inc.

y / 'R e x n o rd  Inc.

R . J. Reynolds 
Industries 

Richardson-V icks 
Inc.

R obbins C o .
H .H . R obertson  C o .
A .H . Robins C o . .

Inc.
R ohm  &  H aas C o .
S P S  Technologies 

Inc.
Salsbury 

Labora tories Inc.
Schenectady  

Chem icals Inc.
^ /S ch e r in g -P lo u g h  

Corporation  
Scovil Inc.

G .D . Searle &  C o .
Sentry Corporation  
Sigtnaform  

Corporation
( c o n t i n u e d  o n  p i i f i c  J J )

0 )  A ssembly/sale o f  com ponents for N o .
connecting fluid pow er system s

(1 ) Pen s, pencils and related serv ice Y es -IIA .
items

(3 ) Capital p ro cess  separation equip­ Y es -IV C , IV C .IV C ,
ment; agriculture chem icals IVC .

(1 ) So ft drink products Y es -V .
(1 ) Scientific instruments N o .

(2 ) Pharmaceutical and consum er Yes-1,1 .
products

(2 ) M eta l mining: mineral exploration Y es -II IC .IIA .
(1 ) M arketing o f  metals, minerals, Y es -II IC .

chem icals, fertilizers
(1 ) Production o f  carbon black Y es -I .

NA N o .
(1 ) A eroso l valves and components; N o .

plastic moldings and extrusions
(1 ) Fittings for overhead pow er lines N o .

(1 ) Industrial p ro ces s  chem ical N o .
specialties

(1 ) Petro leum /petrochem ical enginer- Y cs -IV B .
ing services

(1 ) Publishing Y es -IIIA

(1 ) Prefab building products N o .

(3 ) Beau ty  products : pharmaceuticals; N o .
chem ical analysis

(2 ) M ining machinery; specialty Y es -IIA ,I IA .
chem icals

(2 ) Fast foods, fruit canning and Y es -IIA ,I .
exporting

(1 ) Health and personal care products Y es -IIA .

(1 ) Mining and tunneling machines N o ,
(1 ) S tee l building material supplies N o .
(1 ) Pharm aceuticals N o .

(1 ) Specialty and industrial chem icals Y es -IIA .
(1 ) H igh tensile threaded socket N o .

fasteners
(1 ) B iological, chem ical, phar­ N o .

maceutical, agricultural products
(1 ) NA N o .

(2 ) C osm etics , toile tries, footw ear; Y es -IIA .IIIA .
pharmaceuticals

(2 ) Auto  tire valves; automation N o .
products; apparel fasteners

(1 ) Pharmaceuticals N o .
(1 ) Insurance Y es -IIIA .
(1 ) NA N o .



American Corporations With Investments in South Africa

( c o n t i n u e d  f r o m  p t u j c  J l )

C o r p o r a t io n

Simplicity Pattern  
C o . Inc. 

l^ S f in g e r  C o .
Skok System s Inc. 
Smith International 

Inc.
Smithkline Beckman  

Corp .
Sperry  Corporation  
Square D  C o .

N u m b e r  o f  S u b s id ia r i e s  &  L in e s  S u l l iv a n  S in n e r / 
o f  B u s in e s s  in  S o u th  A f r ic a  1 9 8 4  C a te g o r y *  *

(2 ) Paper d re ss patterns

(1 ) Sewing and knitting machines 
(1 ) C om puter-aided design softw are
(1 ) Mining equipment and tools

(2 ) Pharm aceuticals: diagnostic and 
analytical instruments

(1 ) M a in fr .. e com puter equipment 
(1 ) M o to r  control and distribution 

equipment

N o .

N o .
N o .
N o .

Y es -IIA ,IIA .

Y es -I .
N o .

Stanley W orks (1 ) T o o ls ; light rssembly N o .
Stauffer Chemical (1 ) Pesticides and herbicides N o .

C orp
S teiner Corporation (2 ) NA N o .
Sterling D rug Inc. (1 ) Pharmaceuticals and household  

products
Y es -IIA .

(u - '* S to n e  &  W ebster (1 ) Engineering serv ices N o .
Inc.

Sullair Corporation (1 ) NA N o .
Sun Chem ical C orp . (1 ) NA N o .

(^ " '‘ Sybron Corporation (1 ) Specialty chem icals N o .
Tam brands Inc. (1 ) Tam pons Y es -I.
T enneco  Inc. (2 ) C on slm c lion a  and agricultural 

equipment; paper and chem icals
Y es -IIA ,N o .

T idwell Industries (1 ) M obile hom es and single family N o .
Inc. prefabricated units

T im ken  C o . (1 ) Tape red  roller bearings, specialty 
alloy stee l, percussion rock bits

N o .

Titanium  Industries (1 ) Titanium  marketing and fabricating N o .
Tokhe im (2 ) Gasoline dispensing equipment N o .

Corporation
Trane  C o . (1) A ir conditioning, heating, and 

refrigeration system s
Y es -IV D ,

Trans W orld (1 ) Airline sa les office Y es -V ,
Corporation

Tw entie th  Century- (1 ) M otion  picture distributors N o .
Fox  Film
Corporation

Tw in Disk Inc. (1 ) Pow er transm ission equipment N o .
U A L  Inc. (1 ) H ote l Y es -V .

^■ TJnion Carbide Inc. (5 ) Im ported Union Carbide p roducts; Yes-I,HA ,IVA
vanadium mining; chrom e mining; 
graphite e lectrod es ; NA

IIA ,IIA .

Uniroyal Inc. (1 ) Rubber chem icals N o .
United S ta le s  G yp­ (1 ) H ardboard and forestry  products Y es -IIA .

sum  C o .
United S ta tes Steel (6 ) C opper and 2 inc mining; iron and N o .

C orp . manganese mining; feromanganese 
furnaces

United Technologies (2 ) E levators and esca lators; air con ­ Y es -IIA ,IIIA .
Inc. ditioning and refrigeration  

equipment
^ 'U p jo h n  C o . (2 ) Pharm aceuticals; plant breeding 

and agricultural products
Y es -IIA .IIIA .

V F  Corporation (1 ) Ladies hosiery and knitwear N o .
u / V a n  Dusen  A ir Inc. 
U ^ W a n g  Labora tories 
^  Inc.

(1 ) Aircraft parts and supplies N o .
(1 ) C om puters , oflice equipment N o .

W 'am er Communica­ (3 ) Film distribution; re co rd s ; music Y es -IIA ,I ,N A .
tions Inc. publishing

W arner E lectric (1 ) E lectrom agnetic clu tches and N o .
B rake &  Clutch 
C o .

brakes, ballscrews

C o rp o r a t io n o f  B u s in e s s  in  S o u th  A fr ic a 1 9 8 4  C a t e g o r y * '

W arner-Lam bert (2 ) Pharm aceutica ls; scientific in­ Y e s -I IA ,I IB .
C o . strum ents and fiber optics

W ean United Inc. (1 ) Rolling mills for stee l industry N o .
W est Point- (1 ) N on -w oven  materials and N o .

Peppcre ll Inc. products
fc^W estin gh ouse  E lec­ (2 ) E lectrica l products Y es -IV C ,IIA .

tric C orp .
^✓ W ilbur-E llis C o . (1 ) Foodstu ffs , engineering and 

marine goods
Y es -IIIA .

/ ^ T o lu i  Wiley &  Sons (2 ) Human perlorm ance system s N o .
Inc.

Wynn’n international (1 ) NA N o .
C o .

^ - X e r o x  Corporation (1 ) C op iers Y es -I .

N u m b e r  o f  S u b s id ia r i e s  &  L in e s  S u l l iv a n  S in n e r /

* F r o m  “ L'S In v e s tm e n ts  a n d  B a n k  lo a n s  in  S o u th  A f r ic a ,"  S t a f f  
R e p o r t  f o r  th e  C o m m it t e e  on  th e  D is t r i c t  o f  C o lu m b ia , H o u s e  o f  
R e p r e s e n t a t iv e s , A p r i l  2 5 ,  1 9 8 5

" F o r  10S4, signers o f Ihe Sullivan Princititcs were rated by Arthur D. Lillie in 
llic following categories:

Category I - Making good progress
Category II - Making pmgress
Category I II - Needs to become more active
Category IV  ■ Endorses principles, few or no employees.

Chronology of Middle East 
Peace Initiatives
( c o n t i n u a l f r o n t  p t u j c  1 1 1 )

1) that the U .S . pledge to establish talks with the 
P .L .O .

2) tha t the U .S . guaran tee  a P .L .O . role equal to 
that of o th er  Arab parties in Middle East peace 
negotiations.

V. February 23, 1985
A joint action agreem ent is released to the p ress  

by Jordan and the P .L .O . It is not seriously discussed 
by the U.S. until King Hussein's visit to  the United 
S ta tes  on May 30. T he  points included are:

1) “Total withdrawal from the territories occupied in 
1967 for comprehensive peace as established in 
United Nations and Security Council 
Resolutions.” ►-



Alaska Permanent Fund Corporation
P o u c h  4 -1000  J u n e a u ,  A la s k a  9 9 8 0 2  

(9 0 7 j 4 6 5 -2 0 4 7  T e lex  0 9 9 -4 6 -3 2 3

M E M O R A N D U M

DATE: January 24, 1986

TO: David A. Rose
Executive Director

$/ Liai:
FROM: Jim Kelly

Research ^Liaison Officer

SUBJECT: List of all U.S. corporations that do business in South Africa
and Alaska

Listed below are the names of all U.S. corporations doing business in 
South Africa who are also registered with the star Department of Commerce 
& Economic Development to do business in Alaska. This information is 
correct as of November 1985.

1. AT&T
2. Air Products & Chemicals
3. Alexander & Alexander
4. Allis-Chalmers
5. American Brands
6. American Home Products
7. American Hospital Supply
8. American Standard
9. Armco
10. Ashland Oil
11. Bandag Inc.
12. Bechtel Group
13. Bell & Howell
14. Black & Decker
15. Borg-Warner
16. Burroughs Corp.
17. CBS Inc.
18. Cigna Corp.
19. Carnation Co.
20. Caterpillar Tractor

21. Chase M a n h a t t a n

22. C h ic a g o  P n e u m a t i c  Tool

23. C it i c o r p

24. Control D ata Corp.

25. C oo p e r  I n dustries

26. D i am o n d  S h a mr o c k

27. Dow Chemical

28. D r e s s e r  I ndustries

29. Eastman Kodak

30. Eaton Corp.

31. Emery A i r  Freight

32. Exxon

33. FMC Corp.

34. Fir e s to n e

35. F luor Corp.

36. Ford M o t o r

37. Fos t e r  W h e e l e r

38. F r u e h a uf

39. GAF Corp.

40. GATX Corp.



U.S. corporations that do business in South Africa and Alaska 
January 24, 1986 
Page 2

41. GTE Corp. 81.
42. Gelco Corp. 82.
43. General Electric 83.
44. General Motors 84.
45. General Signal 85.
46. Goodyear 86.
47. W.R. Grace 87.
48. Hewlett-Packard 88.
49. Honeywell Inc. 89.
50. Hughes Tool Co. 90.
51. IBM 91.
52. ITT 92.
53. Ingersoll-Rand 93.
54. Intergraph 94.
55. Int'l Minerals & Chemical 95.
56. Interpublic Group
57. Johnson Controls
58. Joy Manufacturing
59. Kimberly-Clark
60. Koppers
61. Longyear Co.
62. Marriott Corp.
63. Marsh & McLennan
64. Medtronic Inc.
65. Minn. Mining & Mfg.
66. Mobil Corp.
67. Monsanto Co.
68. NCR Corp.
69. Nalco Chemical
70. National Utility
71. Newmont Mining
72. Phelps Dodge
73. Phillips Petroleum
74. Raytheon Co.
75. Rexnord Inc.
76. R.J. Reynolds
77. Robbins Co.
78. Schlumberger
79. Scovill Inc.
80. Sperry Corp.

Standard Oil (Ohio) 
Sterling Drug 
Stone & Webster 
Sun Chemical 
Sybron Corp.
Union Carbide 
Uni royal 
U.S. Steel 
United Technologies 
Upjohn Co.
Utah International 
Van Dusen Air 
Warner 
Westinghouse 
Xerox Corp.



Alaska Permanent Fund Corporation
P o u c h  4-1000 J u n e a u ,  A la s k a  9 9 8 02  

(9 0 7 ) 4 6 5 -2 0 4 7  T e lex  0 9 9 -4 6 -3 2 3

Fe b ru a ry  6, 1986

The Hono ra bl e 
Katie H u rl e y
A l a s k a  State L e g is l at u re  
Po uch V
T i i n o a n  A T f  Q Q & 1  1

Pleas e find atta ch ed  a listing as of De ce mb er 31, 1985, of 
all stocks the Permanent Fund owns in U.S. companies doing 
busi ne ss  in South Africa.

If there is anythi ng  else we can provide, please let me 
know.

S

D a v i d  A. Rose 
E xe cu tive D i r e c to r

D A R :ep



ALASKA PERMANENT FUND CORPORATION 
T o t a l  S o u t h  A f r i c a  H o l d i n g s  

By M a n a g e r  
As o f  1 2 / 3 1 / 8 5

M a n a g e r S h a r e s C o s t M a r k e t G a i n ( L o s s )

B a n k e r s  T r u s t  C o m p an y 6 , 7 8 1 , 7 2 3 $ 2 7 7 , 2 1 8 , 2 4 5 $ 3 3 6 , 1 4 9 , 7 0 5 $ 5 8 , 9 3 1 , 4 5 9

B a t t e r y m a r c h 7 5 1 , 8 1 4 2 1 , 8 8 6 , 4 9 1 2 3 , 7 5 9 , 7 3 4 1 , 3 7 3 , 2 4 3

E a t o n / V a n c e  I n c . 4 8 6 , 3 0 0 1 9 , 7 2 2 , 9 8 7 2 4 , 5 9 0 , 7 5 0 4 , 8 6 7 , 7 6 3

L e h m a n  M a n a g e m e n t 9 4 6 , 7 0 0 4 1 , 7 4 9 , 4 2 6 4 7 , 9 5 5 , 5 1 3 o , 2 0 6 , 0 8 6

R o s e n b e r g  C a p i t a l  M gm t. 7 7 1 , 9 9 6 3 5 , 7 2 9 , 0 6 3 4 3 , 3 7 2 , 1 2 5 7 , 6 4 1 , 0 1 1

T o t a l s :  9 , 7 3 8 , 5 3 3  $ 3 9 6 , 3 0 6 , 2 1 3  $ s . 5 , 8 2 7 , 8 2 6  $ 7 9 , 0 1 9 , 5 6 3

N o t e : D i s c r e p a n c i e s  i n  t o t a l s  d u e  t o  r o u n d i n g .

S o u r c e : T h e  s o u r c e  f o r  U . S .  c o r p o r a t i o n s  d o i n g  b u s i n e s s  i n  S o u t h
A f r i c a  i s  " F o r e i g n  I n v e s t m e n t  i n  S o u t h  A f r i c a "  p u b l i s h e d  
i n  D e c e m b e r  1 9 8 4  b y  t h e  I n v e s t o r  R e s p o n s i b i l i t y  R e s e a r c h  
C e n t e r  I n c .  ( IR R C ) a n d  u p d a t e d  b y  IRRC i n  N o v e m b e r  1 9 8 5 .



ALASKA PERMANENT FUND CORPORATION 
T o t a l  S o u t h  A f r i c a  H o l d i n g s  

As o f  1 2 / 3 1 / 8 5

B a n k e r s  T r u s t  C o m p a n y

C o m p an y S h a r e s C o s t M a r k e t G a i n ( L o s s )

A b b o t t  L a b s 6 3 , 9 0 0 $ 3 , 0 8 1 , 7 3 9 $ 4 , 3 6 9 , 1 6 3 $ 1 , 2 8 7 , 4 2 3
A i r  P r o d u c t s  & Chem 2 5 , 5 0 0 1 , 3 4 9 , 1 5 7 1 , 6 3 5 , 1 8 8 2 8 6 , 0 3 1
A m er Home P r o d u c t s 8 1 , 4 0 0 4 , 4 6 3 , 3 3 4 5 , 1 1 8 , 0 2 5 6 5 4 , 6 9 1
A m er  I n t i  G r o u p  I n c . 3 9 , 6 0 0 2 , 8 6 6 , 5 4 6 4 , 1 9 7 , 6 0 0 1 , 3 3 1 , 0 5 4
A m er T e l  & T e l e g  C o . 5 4 6 , 7 1 7 1 0 , 7 6 6 , 2 6 8 1 3 , 6 6 7 , 9 2 5 2 , 9 0 1 , 6 5 7
A m e r i c a n  C y a n a m id  C o . 2 3 , 5 0 0 1 , 1 7 9 , 1 5 9 1 , 3 5 1 , 2 5 0 1 7 2 , 0 9 1
A m e r i c a n  S t a n d a r d  I n c . 4 4 , 5 0 0 1 , 4 5 6 , 7 3 4 1 , 7 2 4 , 3 7 5 2 6 7 , 6 4 1
A m s te d  I n d s ,  I n c . 1 1 , 4 0 0 4 3 9 , 2 2 6 4 9 0 , 2 0 0 5 0 , 9 7 4
A rm co  I n c . 3 0 , 9 0 0 4 6 7 , 8 9 2 2 8 9 , 6 8 8 ( 1 7 8 , 2 0 4 )
B a k e r  I n t i  C o r p . 1 0 2 , 5 0 0 1 , 7 6 4 , 9 7 0 1 , 8 3 2 , 1 8 8 6 7 , 2 1 8
B a x t e r  T r a v e n o l  L a b s 1 3 1 , 5 4 3 1 , 9 3 2 , 9 9 3 2 , 0 7 1 , 8 0 2 1 3 8 , 8 0 9
B e a t r i c e  C om p. I n c . 5 6 , 5 0 0 1 , 8 4 3 , 6 2 6 2 , 5 9 9 , 0 0 0 7 5 5 , 3 7 4
B l a c k  & D e c k e r 6 1 , 3 0 0 1 , 3 8 0 , 5 8 4 1 , 3 1 7 , 9 5 0 ( 6 2 , 6 3 4 )
B o r d e n  I n c . 3 4 , 8 0 0 1 , 1 4 0 , 4 3 4 1 , 7 9 6 , 5 5 0 6 5 6 , 1 1 6
B o r g  W a r n e r  C o r p . 6 7 , 4 0 0 1 , 4 7 6 , 2 5 5 1 , 6 5 9 , 7 2 5 1 8 3 , 4 7 0
B r i s t o l  M y e r s  C o . 7 3 , 3 0 0 3 , 7 8 0 , 3 6 9 4 , 8 5 6 , 1 2 5 1 , 0 7 5 , 7 5 6
B u r r o u g h s  C o r p . 2 8 , 1 0 0 1 , 5 7 0 , 5 9 0 1 , 7 8 0 , 8 3 8 2 1 0 , 2 4 7
C a t e r p i l l a r  T r a c t o r 4 7 , 3 0 0 1 , 7 5 7 , 2 5 0 1 , 9 8 6 , 6 0 0 2 2 9 , 3 5 0
CBS I n c . 1 2 , 1 2 7 1 , 0 7 9 , 0 1 7 1 , 4 0 5 , 2 1 6 3 2 6 , 1 9 9
C h a s e  M a n h a t t a n 2 3 , 0 4 9 1 , 1 2 3 , 6 1 0 1 , 6 7 3 , 9 3 4 5 5 0 , 3 2 3
C h e s e b r o u g h  P o n d s 3 6 , 4 0 0 1 , 2 8 4 , 8 8 3 1 , 5 4 2 , 4 5 0 2 5 7 , 5 6 7
C h e v r o n  C o r p . 1 9 6 , 2 0 0 6 , 8 9 5 , 7 8 6 7 , 4 8 0 , 1 2 5 5 8 4 , 3 3 9
C i g n a  C o r p . 3 5 , 0 0 0 1 , 5 3 3 , 5 7 0 2 , 2 4 8 , 7 5 0 7 1 5 , 1 8 0
C i t i c o r p . 6 2 , 1 0 0 2 , 4 5 5 , 0 0 5 3 , 0 6 6 , 1 8 8 6 1 1 , 1 8 2
C o c a  C o l a 6 9 , 7 0 0 4 , 3 8 0 , 8 6 5 5 , 8 8 9 , 6 5 0 1 , 5 0 8 , 7 8 5
C o l g a t e  P a l m o l i v e 4 5 , 9 4 9 1 , 1 8 8 , 8 8 9 1 , 5 0 4 , 8 3 0 3 1 5 , 9 4 1
C o n t r o l  D a t a  C o r p . 3 7 , 4 0 0 1 , 3 0 5 , 7 5 6 7 7 6 , 0 5 0 ( 5 2 9 , 7 0 6 )
C o o p e r  I n d s  I n c . 3 3 , 7 0 0 1 , 0 3 2 , 5 8 5 1 , 4 1 5 , 4 0 0 3 8 2 , 8 1 5
CPC I n t l . 2 6 , 0 0 0 1 , 0 4 5 , 7 4 4 1 , 3 2 6 , 0 0 0 2 8 0 , 2 5 6
C u m m in s  E n g i n e  C o . 8 , 2 0 0 5 8 0 , 1 4 3 5 9 0 , 4 0 0 1 0 , 2 5 7
D a r t  & K r a f t  I n c . 7 1 , 7 0 0 2 , 0 3 1 , 8 3 8 3 , 1 1 8 , 9 5 0 1 , 0 8 7 , 1 1 2
D e e r e  & C o . 4 9 , 2 0 0 1 , 4 5 7 , 5 6 8 1 , 4 1 4 , 5 0 0 ( 4 3 , 0 6 8 )
D ia m o n d  S h a m r o c k  C o r p . 3 7 , 9 0 0 7 6 1 , 7 9 0 5 2 5 , 8 6 3 ( 2 3 5 , 9 2 8 )
Dow C h e m i c a l  C om pany 9 4 , 5 0 0 2 , 9 3 0 , 3 5 8 3 , 8 7 4 , 5 0 0 9 4 4 , 1 4 2
D r e s s e r  I n d u s t r y 7 8 , 6 0 0 1 , 5 1 4 , 3 2 7 1 , 4 2 4 , 6 2 5 ( 8 9 , 7 0 2 )
Dun & B r a d s t r e e t  C o r p . 3 6 , 9 0 0 2 , 4 1 1 , 7 0 4 3 , 0 9 0 , 3 7 5 6 7 8 , 6 7 1
D u p o n t  ( E . I . ) 1 1 9 , 9 0 0 6 , 1 8 3 , 9 5 3 8 , 1 3 8 , 2 1 3 1 , 9 5 4 , 2 6 0
E a s t m a n  K o d a k  C o . 1 2 0 , 2 0 0 5 , 6 5 7 , 9 2 9 6 , 0 8 5 , 1 2 5 4 2 7 , 1 9 6
E a t o n  C o r p . 2 0 , 4 0 1 1 , 1 0 0 , 9 1 8 1 , 3 0 8 , 2 1 4 2 0 7 , 2 9 6
E m e ry  A i r  F r e i g h t 4 2 , 2 0 0 7 2 7 , 6 8 5 7 1 7 , 4 0 0 ( 1 0 , 2 8 5 )
E x x o n  C o r p . 4 0 2 , 3 0 0 1 7 , 6 3 3 , 9 4 7 2 2 , 1 7 6 , 7 8 8 4 , 5 4 2 , 8 4 1
F i r e s t o n e  T & R 1 7 , 7 0 0 3 5 0 , 7 5 2 4 2 2 , 5 8 8 7 1 , 8 3 5
F l u o r  C o r p . 1 2 6 , 0 0 0 2 , 2 0 2 , 0 2 6 1 , 9 5 3 , 0 0 0 ( 2 4 9 , 0 2 6 )
FMC C o r p . 2 0 , 5 0 0 1 , 3 0 0 , 7 4 5 1 , 3 4 2 , 7 5 0 4 2 , 0 0 5
F o r d  M o t o r  C o . 1 0 0 , 7 5 0 4 , 3 6 9 , 2 7 3 5 , 8 4 3 , 5 0 0 1 , 4 7 4 , 2 2 7
F o s t e r  W h e e l e r  C o r p . 2 5 , 6 0 0 3 6 8 , 0 6 4 3 2 6 , 4 0 0 ( 4 1 , 6 6 4 )
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C o m p a n y  Shares Cost M a r k e t  G a in(Loss)

F r u e h a u f  C o r p . 2 7 , 1 5 0 $ 6 2 6 5 8 0 $ 6 8 5 5 3 8 $ 5 8 , 9 5 8
G e n e r a l  E l e c t r i c 2 4 2 , 4 0 0 1 3 , 9 8 6 2 0 3 1 7 , 6 3 4 6 0 0 3 , 6 4 8 , 3 9 7
G e n e r a l  S i g n a l  C o r p . 2 7 , 8 0 0 1 , 2 6 6 691 1 , 2 8 9 2 2 5 2 2 , 5 3 4
G i l l e t t e  C o . 2 0 , 2 0 0 1 , 1 1 5 157 1 , 4 0 3 9 0 0 2 8 8 , 7 4 ^
G o o d y e a r  T i r e 6 7 , 2 2 2 1 , 8 3 6 9 5 3 2 , 1 0 0 688 2 6 3 , 7 3 5
GTE C o r p . 1 0 8 , 5 0 0 4 , 4 5 5 3 6 7 4 , 9 9 1 000 5 3 5 , 6 3 3
H e w l e t t  P a c k a r d  C o . 1 3 2 , 9 0 0 4 , 8 9 5 6 3 0 4 , 8 8 4 0 7 5 ( 1 1 , 5 5 5 )
H o n e y w e l l  I n c . 3 4 , 2 0 0 2 , 1 2 6 8 3 5 2 , 5 3 5 0 7 5 4 0 8 , 2 4 0
H u g h e s  T o o l  C o . 5 8 , 1 0 0 1 , 0 0 2 6 4 3 7 6 9 8 2 5 ( 2 3 2 , 8 1 8 )
I n g e r s o l l  R an d  C o . 2 1 , 9 0 0 1 , 1 2 6 120 1 , 1 7 1 6 5 0 4 5 , 5 3 0
I n t i  B u s i n e s s  M a c h s . 3 3 2 , 3 0 0 4 0 , 9 2 2 276 5 1 , 6 7 2 6 5 0 1 0 , 7 5 0 , 3 7 4
I n t i  F l v .  & F r a g r n c . 3 9 , 0 0 0 1 , 1 5 4 4 3 3 1 , 5 6 0 000 4 0 5 , 5 6 7
I n t i  M i n e r a l  & C hem . 1 0 , 4 0 0 4 6 2 7 2 0 361 4 0 0 ( 1 0 1 , 3 2 0 )
I T T  C o r p . 7 4 , 7 0 0 2 , 5 1 3 2 3 0 2 , 8 3 8 6 0 0 3 2 5 , 3 7 0
J o h n s o n  & J o h n s o n 9 7 , 4 0 0 3 , 9 4 3 201 5 , 1 2 5 6 7 5 1 , 1 8 2 , 4 7 4
J o y  M fg  C o . 1 3 , 3 0 0 3 6 8 84 1 3 1 5 8 7 5 ( 5 2 , 9 6 6 )
K e l l o g g  I n c . 3 1 , 8 0 0 1 , 2 5 3 2 9 3 2 , 2 1 0 100 9 5 6 , 8 0 7
K i m b e r l y  C l a r k 2 2 , 8 0 0 1 , 0 9 1 3 9 5 1 , 5 2 7 6 0 0 4 3 6 , 2 0 5
M a c M i l l a n  I n c . 3 6 , 2 0 0 6 6 9 170 1 , 3 7 5 6 0 0 7 0 6 , 4 3 0
M a r r i o t t  C o r p . 1 3 , 3 0 0 1 , 0 0 8 2 0 4 1 , 4 4 9 7 0 0 4 4 1 , 4 9 6
M cG raw  H i l l  I n c . 2 9 , 1 0 0 1 , 2 4 6 8 1 9 1 , 3 9 6 8 0 0 1 4 9 , 9 8 1
M e r c k  & C o .  I n c . 3 7 , 3 0 0 3 , 6 5 5 9 1 2 5 , 1 1 0 100 1 , 4 5 4 , 1 8 8
M i n n e s o t a  Mng & M f g . 6 0 , 9 0 0 4 , 9 0 3 65 1 5 , 4 6 5 7 7 5 5 6 2 , 1 2 4
M o b i l  C o r p . 2 3 3 , 8 0 0 6 , 8 5 7 27 5 7 , 0 7 2 4 5 0 2 1 5 , 1 7 5
M o n s a n t o  C o . 3 7 , 2 0 0 1 , 7 4 0 8 7 2 1 , 7 7 6 3 0 0 3 5 , 4 2 8
NCNB C o r p . 2 8 , 6 0 0 1 , 1 3 7 5 9 3 1 , 2 9 4 150 1 5 6 , 5 5 7
NCR C o r p . 7 1 , 9 0 0 2 , 1 3 1 6 7 0 2 , 8 9 3 9 7 5 7 6 2 , 3 0 5
N e w m o n t M i n i n g  C o r p . 3 1 , 8 0 0 1 , 4 2 5 2 1 7 1 , 4 9 8 5 7 5 7 3 , 3 5 8
O w ens  1 1 1  I n c . 2 3 , 5 0 0 1 , 2 0 9 2 1 8 1 , 5 0 3 3 7 5 2 9 4 , 1 5 7
P f i z e r  I n c . 8 1 , 5 0 0 3 , 2 8 7 0 4 0 4 , 1 2 5 9 3 8 8 3 8 , 8 9 7
P h i l l i p s  P e t e  C o . 1 4 7 , 6 0 2 1 , 7 8 8 38 9 1 , 7 8 9 6 7 4 1 , 2 8 6
R a y t h e o n  C o . 3 9 , 3 0 0 1 , 7 3 8 9 4 4 2 , 1 0 7 4 6 3 3 6 8 , 5 1 9
R e v l o n  I n c . 2 6 , 5 0 0 888 3 8 4 1 , 5 3 7 000 6 4 8 , 6 1 6
R e y n o l d s  ( R . J . )  I n d s . 1 3 3 , 2 3 7 3 , 4 8 4 8 6 3 4 , 1 8 0 311 6 9 5 , 4 4 8
Rohm & H a a s  C o . 1 0 , 3 0 0 6 7 3 3 5 3 7 8 9 2 3 8 1 1 5 , 8 8 4
S c h e r i n g  P l o u g h 2 2 , 7 0 0 8 9 6 8 8 4 1 , 3 1 9 4 3 8 4 2 2 , 5 5 4
S m i t h k l i n e  B ec k m a n 4 1 , 0 0 0 2 , 5 0 5 6 3 3 3 , 1 0 0 6 2 5 5 9 4 , 9 9 2
S p e r r y  C o r p . 3 7 , 8 9 2 1 , 6 7 2 651 2 , 0 6 5 114 3 9 2 , 4 6 3
S q u a r e  D C o . 3 3 , 0 0 0 1 , 2 4 7 6 8 2 1 , 4 1 0 7 5 0 1 6 3 , 0 6 8
S q u i b b  C o r p . 2 4 , 0 0 0 1 , 2 9 3 2 8 0 1 , 9 2 0 000 6 2 6 , 7 2 0
S t a n d a r d  O i l  O h io 1 3 4 , 6 0 8 6 , 0 9 6 8 0 7 6 , 7 1 3 5 7 4 6 1 6 , 7 6 7
S t a n l e y  M fg . 8 , 8 0 0 251 115 28 1 6 0 0 3 0 , 4 8 5
S t e r l i n g  D r u g  I n c . 3 9 , 0 0 0 1 , 1 0 2 2 8 0 1 , 4 6 7 3 7 5 3 6 5 , 0 9 5
T e n n e c o  I n c . 7 6 , 2 9 8 3 , 0 2 1 4 3 3 3 , 0 3 2 8 4 6 1 1 , 4 1 3
T e x a c o  I n c . 1 4 2 , 4 0 0 5 , 0 8 5 7 8 5 4 , 2 7 2 000 ( 8 1 3 , 7 8 5 )
T i m k e n  C o . 1 1 , 1 0 0 6 2 2 681 4 9 9 5 0 0 ( 1 2 3 , 1 8 1 )
U . S .  S t e e l 6 1 , 6 0 0 1 , 7 2 6 3 5 4 1 , 6 2 6 7 8 8 ( 9 9 , 5 6 7 )
UAL, I n c . 2 5 , 8 0 0 1 , 2 2 6 174 1 , 2 8 3 5 5 0 5 7 , 3 7 6
U n i o n  C a r b i d e 3 5 , 5 0 0 1 , 8 3 5 8 2 3 2 , 5 1 6 0 6 3 6 8 0 , 2 3 9
VF C o r p . 3 2 , 4 0 0 1 , 1 3 9 7 2 6 1 , 6 8 0 7 5 0 5 4 1 , 0 2 4
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W a r n e r  Comm. I n c .  3 8 , 8 7 8  $ 9 2 2 , 5 3 9  $ 1 , 4 5 3 , 0 6 5  $ 5 3 0 , 5 2 7
W a r n e r  L a m b e r t  C o .  3 5 , 5 0 0  1 , 2 6 3 , 8 8 5  1 , 6 8 6 , 2 5 0  4 2 2 , 3 6 5
W e s t i n g h o u s e  C o r p .  9 3 , 0 0 0  2 , 7 2 7 , 6 0 2  4 , 1 3 8 , 5 0 0  1 , 4 1 0 , 8 9 8
X e r o x  C o r p .  6 3 , 8 0 0  2 , 9 5 9 , 9 1 1  3 , 8 1 2 , 0 5 0  8 5 2 , 1 3 9

6 , 7 8 1 , 7 2 3  $ 2 7 7 , 2 1 8 , 2 4 5  $ 3 3 6 , 1 4 9 , 7 0 5  $ 5 8 , 9 3 1 , 4 5 9

C o m p a n y  Shares Cost M a r k e t  G ai n ( L o s s )
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Battrerymarch F i n a n c i a l  M a n a g e m e n t

C o m p an y S h a r e s C o s t M a r k e t G a i n ( L o s

A l l i s  C h a l m e r s 1 8 , 8 * 0 $ 3 1 5 , 2 7 6 $ 7 7 , 5 5 0 $ ( 2 3 7 , 7 2 6 )
A m s te d  I n d s ,  I n c . 5 , 4 0 u 1 9 9 , 2 3 3 2 3 2 , 2 0 0 3 2 , 9 6 7
A rm co  I n c . 5 2 , 6 0 0 5 6 7 , 1 6 2 4 9 3 , 1 2 5 ( 7 4 , 0 3 7 )
B a k e r  I n t i  C o r p . 2 8 , 0 0 0 5 6 3 , 6 9 8 5 0 0 , 5 0 0 ( 6 3 , 1 9 8 )
B l a c k  & D e c k e r 1 1 , 0 0 0 2 2 5 , 7 2 0 2 3 6 , 5 0 0 1 0 , 7 8 0
C a t e r p i l l a r  T r a c t o r 2 7 , 2 0 0 1 , 0 7 8 , 2 4 4 1 , 1 4 2 , 4 0 0 6 4 , 1 5 6
C h e s e b r o u g h  P o n d s 2 1 , 1 0 0 7 0 9 , 7 2 2 8 9 4 , 1 1 3 1 8 4 , 3 9 1
C h e v r o n  C o r p . 2 7 , 7 0 0 9 9 8 , 8 4 1 1 , 0 5 6 , 0 6 3 5 7 , 2 2 2
C h i c a g o  P n e u m .  T o o l  Co . 2 4 , 5 0 0 5 8 5 , 4 2 8 4 9 6 , 1 2 5 ( 8 9 , 3 0 3 )
C o n t r o l  D a t a  C r p . 2 6 , 5 0 0 3 5 6 , 6 8 0 5 4 9 , 8 7 5 ( 3 0 6 , 8 0 5 )
CPC I n t l . 1 9 , 8 0 0 8 4 4 , 1 9 6 1 , 0 0 9 , 8 0 0 1 6 5 , 6 0 4
C ro w n  C o r k  & S e a l 1 0 , 9 0 0 6 1 9 , 9 2 2 9", 6 , 9 1 3 3 5 6 , 9 9 1
C u m m in s  E n g i n e  C o . 8 , 3 0 0 5 3 3 , 8 4 1 5 9 7 , 6 0 0 6 3 , 7 5 9
D e e r e  & C o . 2 7 , 4 0 0 7 8 7 , 7 9 8 7 8 7 , 7 5 0 ( 4 8 )
D ia m o n d  S h a m r o c k  C o r p . 4 1 , 6 0 0 7 9 1 , 5 0 7 5 7 7 , 2 0 0 ( 2 1 4 , 3 0 7 )
D ia m o n d  S h a m r o c k  L t d . 8 9 4 1 8 , 3 2 3 1 6 , 5 3 5 ( 1 , 7 8 8 )
D r e s s e r  I n d u s t r y 4 1 , 3 0 0 8 2 6 , 3 3 9 7 4 8 , 5 6 3 ( 7 7 , 7 7 6 )
D u p o n t  E . I . 2 1 , 8 0 0 9 7 2 , 0 3 6 1 , 4 7 9 , 6 7 5 5 0 7 , 6 3 9
E a t o n  C o r p . 1 2 , 0 0 0 5 6 2 , 6 4 0 7 6 9 , 5 0 0 2 0 6 , 8 6 0
FMC C o r p . 5 0 0 3 3 , 0 1 0 3 2 , 7 5 0 ( 2 6 0 )
F o s t e r  W h e e l e r  C o r p . 5 0 0 6 , 0 1 0 6 , 3 7 5 3 6 5
GATX C o r p . 2 5 , 0 0 0 7 4 3 , 7 0 0 8 5 0 , 0 0 0 1 0 6 , 3 0 0
G e n e r a l  M t r s  C o r p . 1 0 , 4 0 0 7 5 8 , 6 1 6 7 3 1 , 9 0 0 ( 2 6 , 7 1 6 )
G o o d y e a r  T i r e 2 1 , 5 0 1 5 3 5 , 2 4 3 6 7 1 , 9 0 6 1 3 6 , 6 6 4
H o n e y w e l l  I n c . 1 1 , 0 0 0 6 4 7 , 8 0 8 8 1 5 , 3 7 5 1 6 7 , 5 6 8
H u g h e s  T o o l  C o . 1 , 5 0 0 3 4 , 3 4 3 1 9 , 8 7 5 ( 1 4 , 4 6 8 )
K o p p e r s  C o . 3 2 , 7 0 0 5 8 4 , 9 2 9 6 8 6 , 7 0 0 1 0 1 , 7 7 1
L i b b y  O w ens F o r d 1 4 , 7 0 0 7 0 2 , 0 7 2 7 2 3 , 9 7 5 2 1 , 9 0 3
M o b i l  C o r p . 2 8 , 8 0 0 8 0 5 , 3 0 1 8 7 1 , 2 0 0 6 5 , 8 9 9
M o n s a n t o  C o . 7 , 0 0 0 3 6 1 , 5 1 5 3 3 4 , 2 5 0 ( 2 7 , 2 6 5 )
NCR C o r p . 2 2 , 6 0 0 6 3 5 , 3 5 2 9 0 9 , 6 5 0 2 7 4 , 2 9 8
N ew m ont M i n i n g  C o r p . 2 0 , 1 0 0 9 2 6 , 3 8 4 9 4 7 , 2 1 3 2 0 , 8 2 9
N o r t o n  C o m p an y 2 0 , 3 0 0 7 4 7 , 1 1 9 7 8 4 , 0 8 8 3 6 , 9 6 9
P h e l p s  D o d g e 3 0 , 1 0 0 7 3 6 , 4 9 7 6 9 2 , 3 0 0 ( 4 4 , 1 9 7 )
P h i l l i p s  P e t e  C o . 1 7 , 6 1 9 1 8 5 , 3 5 3 2 1 3 , 6 3 0 2 8 , 2 7 7
R o b i n s  ( A . H . )  I n c . 2 8 , 3 0 0 5 7 1 , 7 6 6 3 2 1 , 9 1 3 ( 2 4 9 , 8 5 4 )
S t a n d a r d  O i l  O h i o 1 6 , 0 0 0 7 5 0 , 4 9 5 7 9 8 , 0 0 0 4 7 , 5 0 5
S t o n e  & W e b s t e r 9 , 6 0 0 3 8 6 , 5 9 2 5 2 5 , 6 0 0 1 3 9 , 0 0 8
U . S .  S t e e l 6 , 8 0 0 1 7 7 , 7 8 6 1 8 1 , 0 5 0 3 , 2 6 4

7 5 1 , 8 1 4 $ 2 1 , 8 8 6 , 4 9 1 $ 2 3 , 7 5 9 , 7 3 4  $ 1 , 3 7 3 , 2 3 4



E a t o n / V a n c e  I n c .

C o m p an y S h a r e s C o s t M a r k e t G a i n ( L o s :

A l e x .  & A l e x .  S v c . 1 1 5 , 0 0 0 $ 2 , 9 6 1 , 9 6 6 $ 3 , 8 2 3 , 7 5 0 $ 8 6 1 , 7 8 4
A m er T e l  & T e l e g  C o . 8 0 , 0 0 0 1 , 8 5 3 , 3 4 4 2 , 0 0 0 , 0 0 0 1 4 6 , 6 5 6
B a u s c h  & Lomb 7 5 , 0 0 0 1 , 9 1 1 , 2 8 9 2 , 4 0 9 , 3 7 5 4 9 8 , 0 8 6
C o c a  C o l a 2 5 , 0 0 0 1 , 5 3 0 , 6 9 5 2 , 1 1 2 , 5 0 0 5 8 1 , 8 0 5
F l u k e  ( J o h n )  M f g . 3 , 3 0 0 9 0 , 1 0 5 9 4 , 8 7 5 4 , 7 7 0
I n t i  B u s i n e s s  M a c h s . 2 5 , 0 0 0 3 , 2 5 6 , 2 7 0 3 , 8 8 7 , 5 0 0 6 3 1 , 2 3 0
L o c t i t e  C o r p . 4 5 , 0 0 0 1 , 5 5 3 , 6 6 0 1 , 5 3 0 , 0 0 0 ( 2 3 , 6 6 0 )
M cGraw H i l l  I n c . 3 3 , 0 0 0 1 , 5 2 4 , 1 9 4 1 , 5 8 4 , 0 0 0 5 9 , 8 0 6
M e r c k  & C o .  I n c . 2 0 , 0 0 0 1 , 9 8 5 , 6 5 0 2 , 7 4 0 , 0 0 0 7 5 4 , 3 5 0
R a y t h e o n  C o . 3 0 , 0 0 0 1 , 3 4 0 , 2 2 4 1 , 6 0 8 , 7 5 0 2 6 8 , 5 2 6
S q u i b b  C o r p . 3 5 , 0 0 0 1 , 7 1 5 , 5 9 0 2 , 8 0 0 , 0 0 0 1 , 0 8 4 , 4 1 0

4 8 6 , 3 0 0 $ 1 9 , 7 2 2 , 9 8 7 $ 2 4 , 5 9 0 , 7 5 0 $ 4 , 8 6 7 , 7 6 3
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L e h m a n  M an a g e m e n t  Comp a n y

C o m p an y S h a r e s C o s t M a r k e t G a i n  ( L o s

A m er I n t i  G r o u p  I n c . 6 , 1 0 0 $ 5 1 7 , 7 3 8 $ 6 4 6 , 6 0 0 $ 1 2 8 , 8 6 3
B l a c k  & D e c k e r 3 6 , 7 0 0 7 5 5 , 4 7 9 7 8 9 , 0 5 0 3 3 , 5 7 1
CBS I n c . 9 , 4 0 0 1 , 0 6 1 , 1 9 5 1 , 0 8 9 , 2 2 5 2 8 , 0 3 0
C h a s e  M a n h a t t a n 8 , 0 0 0 4 4 6 , 8 5 2 5 8 1 , 0 0 0 1 3 4 , 1 4 8
C i t i c o r p 4 8 , 8 0 0 1 , 9 5 0 , 0 0 3 2 , 4 0 9 , 5 0 0 4 5 9 , 4 9 7
C o c a  C o l a 6 , 4 0 0 4 3 5 , 3 9 6 5 4 0 , 8 0 0 1 0 5 , 4 0 4
D a r t  & K r a f t  I n c . 7 6 , 1 0 0 2 , 8 6 9 , 2 9 4 3 , 3 1 0 , 3 5 0 4 4 1 , 0 5 6
D e e r e  & C o. 5 3 , 9 0 0 1 , 5 3 7 , 5 4 1 1 , 5 4 9 , 6 2 5 1 2 , 0 8 4
D u p o n t  E . I . 2 5 , 0 0 0 1 , 3 4 3 , 1 8 6 1 , 6 9 6 , 8 7 5 3 5 3 , 6 8 9
E a s t m a n  K o d a k 1 6 , 0 0 0 6 8 7 , 0 9 9 8 1 0 , 0 0 0 1 2 2 , 9 0 1
E x x o n  C o r p . 3 3 , 0 0 0 1 , 5 5 5 , 3 1 6 1 , 8 1 9 , 1 2 5 2 6 3 , 8 0 9
F o r d  M o t o r  C o . 9 , 8 0 0 3 9 2 , 6 4 5 5 6 8 , 4 0 0 1 7 5 , 7 5 5
G e n e r a l  E l e c t r i c 4 7 , 4 0 0 2 , 6 8 5 , 4 3 6 3 , 4 4 8 , 3 5 0 7 6 2 , 9 1 4
G e n e r a l  M t r s  C o r p . 1 3 , 8 0 0 9 8 7 , 4 1 4 9 7 1 , 1 7 5 ( 1 6 , 2 3 9 )
G o o d y e a r  T i r e 4 2 , 0 0 0 1 , 1 3 7 , 3 1 2 1 , 3 1 2 , 5 0 0 1 7 5 , 1 8 8
GTE C o r p . 6 8 , 3 0 0 2 , 7 4 1 , 7 9 6 3 , 1 4 1 , 8 0 0 4 0 0 , 0 0 4
I n t i  B u s i n e s s  M a c h s . 3 7 , 6 0 0 4 , 5 2 3 , 9 3 1 5 , 8 4 6 , 8 0 0 1 , 3 2 2 , 8 6 9
IT T  C o r p . 4 5 , 5 0 0 1 , 6 8 8 , 1 5 9 1 , 7 2 9 , 0 0 0 4 0 , 8 4 1
J o h n s o n  & J o h n s o n 3 4 , 5 0 0 1 , 3 5 2 , 3 1 4 1 , 8 1 5 , 5 6 3 4 6 3 , 2 4 8
NCR C o r p . 1 , 8 0 0 4 3 , 3 8 8 7 2 , 4 5 0 2 9 , 0 6 2
S p e r r y  C o r p . 6 9 , 4 0 0 3 , 4 2 0 , 8 8 9 3 , 7 8 2 , 3 0 0 3 6 1 , 4 1 1
T e n n e c o  I n c . 7 8 , 5 0 0 3 , 1 3 2 , 1 9 3 3 , 1 2 0 , 3 7 5 ( 1 1 , 8 1 8 )
T e x a c o  I n c . 8 0 , 3 0 0 2 , 4 3 6 , 8 2 6 2 , 4 0 9 , 0 0 0 ( 2 7 , 8 2 6 )
UAL, I n  c . 1 6 , 9 0 0 8 5 0 , 8 8 3 8 4 0 , 7 7 5 ( 1 0 , 1 0 8 )
U n t d  T e c h .  C r p . 5 7 , 7 0 0 2 , 3 2 5 , 8 6 4 2 , 5 2 4 , 3 7 5 1 9 8 , 5 1 1
W a r n e r  L a m b e r t  C o. 2 3 , 8 0 0 8 7 1 , 2 7 9 1 , 1 3 0 , 5 0 0 2 5 9 , 2 2 1

9 4 6 , 7 0 0  $ 4 1 , 7 4 9 , 4 2 6 $ 4 7 , 9 5 5 , 5 1 3  $ 6 , 2 0 6 , 0 8 6



R o s e n b e r g  Capit a l  M a n a g e m e n t

C o m p an y S h a r e s C o s t M a r k e t G a i n  ( L o s s

A b b o t t  L a b s 1 7 , 0 0 0 $ 7 7 6 , 1 2 9 $ 1 ,, 1 6 2 , 3 7 5 $ 3 8 6 , 2 4 6
A m er l n t l  G r o u p  I n c . 3 0 , 0 0 0 2 , 0 2 2 , 8 2 3 3 ;, 1 8 0 , 0 0 0 1 , 1 5 7 , 1 7 7
A n e r  T e l  & T e l e g  C o . 3 0 , 0 0 0 6 8 7 , 1 1 2 7 5 0 , 0 0 0 6 2 , 8 3 9
A m e r i c a n  C y a n a m id  C o .  
A v e r y  I n t ' l  C o r p .

1 0 , 0 0 0 5 0 0 , 6 2 1 5 7 5 , 0 0 0 7 4 , 3 7 9
2 0 , 0 0 0 4 9 4 , 7 5 0 7 3 7 , 5 0 0 2 4 2 , 7 5 0

B a x t e r  T r a v e n o l  L a b s 1 0 7 , 4 9 6 1 , 5 1 2 , 5 0 5 1 ., 6 9 3 , 0 6 2 1 8 0 , 5 5 7
B r i s t o l  M y e r s  C o . 6 , 5 0 0 2 9 7 , 9 2 7 4 3 0 , 6 2 5 1 3 2 , 6 9 8
C a t e r p i l l a r  T r a c t o r 2 0 , 0 0 0 7 0 1 , 3 1 2 8 4 0 , 0 0 0 1 3 6 , 6 8 8
C h e v r o n  C o r p . 2 0 , 0 0 0 7 1 4 , 1 0 8 7 6 2 , 5 0 0 4 8 , 3 9 2
C o c a  C o l a 2 5 , 0 0 0 1 , 6 9 1 , 6 6 1 2 ;, 1 1 2 , 5 0 0 4 2 0 , 8 3 ;
D a r t  & K r a f t  I n c . 2 1 , 0 0 0 8 0 5 , 6 3 3 9 1 3 , 5 0 0 1 0 7 , 8 6 8
Dun & B r a d s t r e e t  C o r . 6 , 0 0 0 3 5 7 , 1 9 9 5 0 2 , 5 0 0 1 4 5 , 3 0 1
E a s t m a n  K o d a k  C o . 1 3 , 5 0 0 5 9 6 , 4 2 8 6 8 3 , 4 3 8 8 7 , 0 1 0
FMC C o r p . 1 5 , 0 0 0 9 3 2 , 9 8 0 9 8 2 , 5 0 0 4 9 , 5 2 0
G e n e r a l  E l e c t r i c 4 3 , 5 0 0 2 ;, 5 0 5 , 2 7 4 3:, 1 6 4 , 6 2 5 6 5 9 , 3 5 1
G i l l e t t e  C o . 2 5 , 0 0 0 1 ,, 5 1 6 , 1 5 2 1 :, 7 3 7 , 5 0 0 2 2 1 , 3 4 8
I n t i  B u s i n e s s  M a c h s . 3 1 , 0 0 0 3 ;, 9 0 3 , 5 6 5 4:, 8 2 0 , 5 0 0 9 1 6 , 9 3 5
J o h n s o n  & J o h n s o n 2 0 , 0 0 0 9 9 4 , 3 2 0 1 ,, 0 5 2 , 5 0 0 5 8 , 1 8 0
JWT G r o u p 1 1 , 5 0 0 2 6 4 , 4 1 5 3 5 0 , 7 5 0 8 6 , 3 3 5
M e r c k  & C o .  I n c . 1 3 , 0 0 0 1 ., 3 0 8 , 1 6 7 1 ,, 7 8 1 , 0 0 0 4 7 2 , 8 3 4
M i n n i s o t a  Mng & M fg . 3 5 , 0 0 0 2 . , 7 7 3 , 2 1 1 3,, 1 4 1 , 2 5 0 3 6 8 , 0 3 9
NCR C o r p . 5 7 , 5 0 0 2 :, 1 7 9 , 4 9 3 2 ,, 3 1 4 , 3 7 5 1 3 4 , 8 8 3
P a r k e r  H a n n e f i n 2 5 , 0 0 0 7 7 6 , 0 6 4 9 6 2 , 5 0 0 1 8 6 , 4 3 6
P f i z e r  I n c . 3 8 , 0 0 0 1 ,, 7 9 1 , 2 5 2 1 ,, 9 2 3 , 7 5 0 1 3 2 , 4 9 8
P h e l p s  D o d g e 2 0 , 0 0 0 4 1 2 , 4 2 5 4 6 0 , 0 0 0 4 7 , 5 7 5
S c h e r i n g  P l o u g h 1 4 , 0 0 0 6 1 0 , 7 0 1 8 1 3 , 7 5 0 2 0 3 , 0 4 9
S q u i b b  C o r p . 1 2 , 0 0 0 7 7 2 , 2 8 5 9 6 0 , 0 0 0 1 8 7 , 7 1 5
T a m b r a n d s 5 , 0 0 0 2 5 9 , 8 8 4 4 5 0 , 6 2 5 1 9 0 , 7 4 2
W a r n e r  L a m b e r t  C o . 3 2 , 0 0 0 1 ,, 4 0 3 , 2 7 8 1 ,, 5 2 0 , 0 0 0 1 1 6 , 7 2 2
W e s t i n g h o u s e  C o r p . 1 8 , 0 0 0 63  , 6 2 1 8 0 1 , 0 0 0 1 6 5 , 3 7 9
X e r o x  C o r p . 3 0 , o 0 0 1 J, 5 ? . , 7 7 2 1 ,, 7 9 2 , 5 0 0 2 6 0 , 7 2 9

7 7 1 , 9 9 6 $>35,, 7 2 9 , 0 6 3 $ 4 3 , , 3 7 2 , 1 2 5 $ 7 , 6 4 1 , 0 1 1
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Questions and Answers
There is a growing debate about whether US investments in South Africa help or hinder 

efforts to abolish the system of white minority rule known as apartheid. Corporations have 
claimed that investment provides job opportunities and helps promote positive change. 
Opponents of investment contend that US involvement provides capital and technology 
needed by the white minority to maintain its absolute domination over the black majority.
A movement for divestment of funds from corporations that invest in South Africa is growing 

throughout the United States. It involves leaders of civil rights organizations, labor unions, 
churches, universities, community groups, and state and municipal legislators. They argue 
that ending South Africa-related investments will make new funds available for mortgages, 
home improvements, and community development. The following questions and answers on 
divestment have been prepared to help deal with the issues that are being raised by this 
debate.

1 . Why focus on South Africa?
Attention is focused  on South Africa not b e c a u se  it has quanti­

tatively less freedom , less justice or less dem ocratic  governm ent 
m an a  hundred  other countries on e  could n a m e , ' according  to 
Sydney Kentridge. a prom inent South African lawyer. Those 
g o o d s  do  exist in South Africa but they are  strictly rationed on the 
sole b a s is  of co lor — not of citizenship or birth or merit, but color 
aione

While South Africa d o e s  not hold the monopoly on racism, this 
is legalized racism  at its most brutal. Color determ ines every facet 
of hum an life an d  death  in South Africa.
► The African population is 22.7 million. The white population is 
only 4 .7  million. W hites vote: Africans are  not perm itted to vote.
C om onsing over 72 p e rcen t of the population. Africans may live 
perm anently on only 13 percen t of the total land area.
>- The av e rag e  monthly w ag e  in 1982 w as S 1136 for whites, and 
S250 for Africans. For every S1.00 that a white em ployee earns, 
an  African ea rn s 22c.
► In 1 9 8 1 8 2  the governm ent sp en t S1199 on education for 
every white child, and  S145 for every African child.
>- In 1980, of every 1.000 white children born. 13 died  in infancy 
In so m e rural a reas . 240 out of every 1.000 African children born 
d ie  in infancy.

2- Isn’t economic involvement in 
South Africa a foreign policy 
issue that should be handled 
by the federal government?

In an  im portant opinion of May 1984. the Attorney General of 
Maryland, on e of the 29 s ta te s  to have co nsid ered  the enactm ent

of d ivestm ent legislation, s ta ted  that there is no conflict betw een 
d ivestm ent legislation an d  the US Constitution, federal law and 
federal foreign affairs pow ers.

A s e p a ra te  opinion p re p a re d  tor the prestig ious Lawyers 
Com m ittee tor Civil Rights Under Law in August 1984 agreed. 
S ta te  divestiture legislation violates no statute, treaty or ex ecu ­

tive ag reem e n t ot the United S tates, and so  tran sg resses none of

the  g ro u n d s  upon which s ta te  action h as  traditionally been  
d e e m e d  violative of national foreign policy

B eyond the legal question , m any sta te  and city officials have 
b e e n  ad am an t that d ivestm ent not b e  re legated  to the realm of 

loreign affairs. New York City Mayor Ed Koch endorsed  the July 
1984 report on "City Policy With R espect to South Africa which 
sta ted  that: T h e  issue  is the relationship betw een the C.ty s 
fin ances and  an  uniust system . We believe that there is no legal or 
constitutional requim -nent mat the City support apartheid m any 
way It is simply not ac c u ra te  to say that South Africa s govern- 
m entally su p p o rted  policy ot m assive an d  sustained discrim ina­
tion is no ne  ot our concern .

3- Why is corporate withdrawal necessary?
The net effect of Am erican investm ent h a s oeen  to strengthen 

the eco nom ic an d  military self-sufficiency of South Africa s ap art­
heid re g im e .' (Report of the S enate  Subcom m ittee on Africa. 
Jan uary . 1978.)

Total US financial involvement m South Africa, including direct 
investm ent, bank  loans an d  shareho ldings, totals som e 514 bil­
lion. There h as b e en  a  tripling of direct US investm ent to over 52.6

Published in cooperation with the United Nations Centre Against Apartheid.



billion s in ce  1970. in M arch 1984. US b an k s  h a d  S4.6 billion in 
o u ts tan d in g  loans to South Africa.

G en era l M otors an d  Ford m anufactu re  c a rs  a n d  trucks u se d  by 
tn e  po lice  an d  military. S e c re t G eneral Motors con ting ency  plans 
o re o a re d  m 1 y 7 7 m a ica te  that the co m pan y  would c o o p e ra te  witn 
th e  South African governm en t "in the ev en t of civil unrest" an d  
that veh ic les  m ay b e  taken  over tor Civil D efense  p u rp o ses ."

Fiuor C orporation  of California, on co n trac t with SASOL, the 
Soutn African Coal. Oil. an d  G a s  C orporation, provided 34.2 bil­
lion worth of coal-to-oil conversion  p lan ts to help South Africa 
ach iev e  en erg y  self-sufficiency a n a  w itnstand an  oil em bargo. 
1 ap r US oil co m p a n ie s  like Exxon. Mobil. Texaco, an d  S tan d a ra  

Oil of California a re  supply ing  oil to South Africa in violation of the 
OPEC em b arg o .

Control D ata C orporation  so ld eq u ipm ent to the  South African 
o o lice  m violation of US C o m m erce  D ep artm en t regulations. 
O ther firms su c h  a s  IBM have su pp lied  co m p u te rs  to the go vern ­
m ent for stream lining South A frica's racist population controls.

4 .  What effect does US investment 
and lending have on South African 
blacks?

US co rp o ra tio n s a n d  th e  US go vern m en t put forward th e  a rg u ­
m ent tha t US investm ent is a  positive force for c h a n g e  in South 
Africa. Exxon sp o k e sp e rso n . Philip Wetz, said  in A ugust 1984: 
"We feel w e c a n  d o  m ore  g o o d  by staying in South  Africa." If US 
investm ent w ere  an  a g e n t for ch a n g e , then  this sh ou ld  h ave  b een  
p ro v ed  ov er th e  p a s t 25 years. In fact, their p re se n c e  an d  in c reas­
ing involvem ent h av e  not p re v en ted  the grow th of the highly re ­
p re ss iv e  a p p a ra tu s  of th e  ap arth e id  state.

► An African is a r re s te d  for a  p a s s  offense  every 2.5 m inutes. 
This is a  crim e that no  w hite c a n  ever commit. P a s s  laws govern 
all m o vem ent of A fricans in an d  ou t of the u rb an  a re as .

► A c o m p u te r sy stem  h a s  b e e n  installed in o n e  b an tu stan  that 
c lassifie s b lack  w orkers a s  'troub le m akers ." "g ood  boys," "trade 
un ionists." e tc .. an d  m onitors the  m igration of w orkers into the 
u rb an  a re a s .

► A ccord ing  to A m nesty International "torture is extensively in­
flicted on  political d e ta in e e s , a n d  . . .  the G overnm ent san ctio ns 
its u se ."  O ver 65  d e ta in e e s  a re  known to h ave  d ie d  while being 
held  in solitary confinem ent, without ch arg e , trial, without a c c e s s  
to family or law yers. In 1977 police killed S teve Biko, Black C on­
s c io u sn e ss  lead er, while in detention. In 1982, trad e  union lead er 
Neil A g gett d ied  while in de tention .

► O ver 4 ,500  p e o p le  h ave  b e e n  conv icted  s in ce  1961 u n d e r the 
S u p p ress io n  of C om m unism  Act (1950), the  Unlawful O rgan iza­
tion Act (1960), th e  Public Safety Act (1933), the  Terrorism Act 
(1967), a n d  the G enera l Law A m endm ent Act (1962). Recently 
th e  Internal Security Act (1982) su p p la n ted  so m e of th e se  ac ts  
an d  e n tre n c h e d  rep re ss iv e  m e asu res . It allows for de ten tions 
without c h a rg e  o r trial a n d  the  outlawing of any  organization or 
publication.

In the  1984 p ro te s ts  sp a rk e d  by fraudulent elections under 
th e  new  constitu tion, ov er 160 an ti-apartheid  dem o n stra to rs  w ere 
killed b e tw een  S e p te m b e r a n d  m id-N ovem ber. In on e  African 
tow nship , u n arm ed  res id en ts  found them se lves se a le d  off by
7,000 tro o p s  a n d  a rm e d  police w ho p ro c e e d e d  to  co n d u c t ho use 
to h o u se  s e a rc h e s  a n d  a rre s t residen ts.

The ap arth e id  reg im e u se s  funds from co rp o ra te  tax es and  
inputs of foreign eq u ip m en t su c h  a s  co m pu ters , cam eras , an d  
po lice  trucks to k e e p  track  of p a s s  offenses a n d  political d e te n ­
tions. a n d  to k e e p  the  rep re ss iv e  m achinery of th e  South African 
s ta te  running sm oothly. US co m p an ies  he lp  fill the  g a p  betw een 
w h at th e  South  A fricans c a n  them se lves provide, a n d  w hat they 
n e ed .

5 .  What do South African blacks 
say about foreign investment?

'T h o se  w ho invest in South Africa." sa id  Bishop D esm ond Tutu, 
w inner of the 1984 N obel P e a c e  Prize an d  h e ad  of the South 
African Council of C h u rch es, should  not think they are  doing us a  
favor: they  a re  h e re  for w hat they g e t out of our c h e a p  an d  ab u n ­
d a n t lab o r an d  they sh ou ld  know that they are  buttressing  one of 
th e  m o st v icious sy s tem s."  (1984)

T here  is of c o u rse  a  variety of opinion on  this su b iec t within the 
c lac k  com m unity  of South Africa. T hose wno ad v o ca te  increased  
foreign inv estm ent a re  m ost often m em b ers of the  tiny black mid­
d le  c la s s  o r a re  em p lo y ed  by a  b ra n ch  of the governm ent su ch  as 
th e  civil se rv ice  of on e  of the b an tu s tan s . They are  peop le  who 
h a v e  b e c o m e  d e p e n d e n t on  th e  system  an d  fear the co st of fun­
d a m e n ta l c h a n g e .

A ccord ing  to the  Internal Security Act (1982), any person  in 
South  Africa o r o u ts id e  w ho su p p o rts  divestm ent com m its the 
crim e of "subv ersio n" ("terrorism " u n d er th e  p re d e c e sso r  law), for 
w hich th e  penalty  is u p  to 20  y ears  in prison. In sp ite  of the 
d a n g e r, le a d e rs  of the tra d e  union m ovem ent, the South African 
c h u rc n e s , an d  b lack  political o rg anizations continue to call for 
d iv estm en t.

FOSATU, the la rg est fed eratio n  of b lack  trad e  unions, d ec lared  
in its 1984 international Policy S tatem ent: "It is FOSATU's co n ­
s id e re d  view tha t the  p re s su re  for disinvestm ent h as  had  a  posi­
tive effect an d  sh ou ld  the refo re  not b e  le ssen ed . FOSATU is def­
initely o p p o s e d  to foreign investm ent that a c c e p ts  the condition of 
o p p r e s s io n  m a in ta in e d  by  th is  re g im e ."  This position  w as 
thoroughly d e b a te d  a t all levels before being ad o p ted  by the 
N ational Executive.

The S o u th  African liberation  m o vem en ts  h ave  consistently  
c a lle d  for d iv e s tm e n t. As lon g  a g o  a s  1959, N obel P e a c e  
L au rea te  A lbert Luthuli, then p re s id e n t of the African National 
C o n g re s s  (ANC), u rg ed  the  international community to im pose 
eco n o m ic  sa n c tio n s  on South Africa. He a rg u ed  that: "The e c o ­
nom ic bo yco tt of South Africa will entail un dou b ted  hardship for 
A fricans, w e  d o  not d o u b t that. But if it is a  m ethod which shortens 
th e  d a y  of b lo o d sh ed , th e  suffering to u s  will b e  a price we are  
willing to pay ."

S ta ting  it strongly, S tev e  Biko. shortly before his death , said, 
"The a rg u m e n t is often m a d e  that the loss of foreign investm ent 
w ould hurt b lack s the  m ost. It would undoubtedly  hurt b lacks in 
th e  sh o rt run, b e c a u s e  m any of them  would s tan d  to lose their 
jobs. But it sh ou ld  b e  u n d e rs to o d  in E urope an d  North Am erica 
tha t foreign investm ent su p p o rts  the  p re sen t econom ic system  of 
in justice . . .  W e b lack s a re  perfectly willing to suffer the c o n se ­
q u e n c e s !  W e a re  qu ite  a c c u s to m e d  to suffering."

6 . What is the most effective way 
to achieve corporate withdrawal?

M any h u n d re d s  of millions of do llars worth of investm ents and 
b a n k  d e p o s its  h av e  a lread y  b e e n  affected  by the divestm ent 
c am p a ig n .

S in ce  th e  S ta te  of C o n n ecticu t p a s s e d  its South African divest­
m en t law  in S e p te m b e r 1982, secu ritie s  in twenty-five co rpora­
tions w ho w ere  found not to b e  in co m pliance  with the S ta te 's  
S outh  African d iv estm en t law. h ave  b e e n  sold. Philadelphia’s 
action  involved th e  d iv estm ent of over 565 million, and  M assa­
c h u se tts . S90 million. S in ce  July 1984 the  City of Boston an d  New 
York C ity 's la rg est p ensio n  fund have b e g u n  a  divestm ent pro­
c e s s  w hich will m ove nearly S700 million in stocks an d  bank 
d e p o s its  from c o m p a n ie s  involved in South Africa.

By late 1984 divestment legislation had  been passed  by five 
s ta tes  a n d  20 cities. Legislators have been  joined in divestment 
action by trade unionists, investment experts, students and



Over 160 killed, over 1,000 detained as anti-apartheid protests 
swept South Africa in 1984.
ch u rch  activists to en d  Am erican complicity with the apartheid 
regim e.

in 1977. this cam p aig n  w as already having an effect. The Pola­
roid Com pany, after 29 years ol involvement in South Africa, 
pulled out. It did so  only after it had  nominally attem pted to im­
p ro v e  w orking c o n d itio n s . P o laro id  took the  s te p  in d irec t 
re s p o n se  to public d isc losure  of surreptitious sa le s  of Polaroid 
p ro d u c ts  to the South African governm ent and military by the 
South African distributor. However, this m ove followed a  vigorous 
cam p aig n  m ounted ag ainst the com pany by Polaroid workers 
a n d  an ti-apartheid  g ro ups, pressuring  them  to withdraw.

Few corporations a re  likely to withdraw from South Atnca until 
the re  a re  econom ic rea so n s  to do  so. Institutional investors and  
pension  funds hold a  key to this withdrawal, b e c a u se  of their 
econom ic power. Many s ta te  and city governm ents, trade unions 
and  ch u rch e s  a re  acting in co ncert to u se  this econom ic pow er 
an d  exert p ressu re , an d  it is being felt. The corporations are fight­
ing back . The US C ham ber of C om m erce in South Africa, along 
with a  g ro up  of major South African com pan ies, p laced  a 10-page 
su pp lem en t in the O c tober 1984 Fortune m agazine, acknowl­
ed g in g  the "gathering m om entum " for divestm ent. It is this p re s ­
su re  that can  ultimately lead to co rpora te disengagem ent.

7. What would be the effect of disengagement by US 
corporations and banks?

E ach trad e  ag reem ent, e a c h  bank loan, e a c h  new investm ent 
is an o ther brick in the  wall of our continued existence," sta ted  
form er South African Prime Minister John  Vorster.

US investm ent provides 'the bricks" for certain key sec to rs  of 
the econom y. US firms control 75 pe rcen t of the  com puter market. 
23 p e rcen t of the autom otive market, alm ost 40 pe rcen t of the 
petroleum  p ro d u cers  market, and  a  sizable sh a re  of the e le c ­
tronics m arket.

D iseng agem en t would b e  m ore than a  major psychological 
blow to the co nfidence of the ruling minority governm ent. The 
effec t of th e  cut-off of a d v a n c e d  US tech no logy  would b e  
enorm ous.

In A ugust 1984, South Africa's leading financial journal. The 
Financial Mail, com m ented  in a long review of the divestm ent 
cam p a ig n  that "the arg um en ts for foreign disinvestm ent from 
South Africa a re  intensifying — particularly in the US. Though 
there is no c a u se  for real panic, it w ould .be unwise to d isregard  
the psycho logical im pact of the m oves and  the effect they could 
have on the econom y." A cab le  sen t in O ctober 1978 by the US 
Em bassy in Pretoria to the State Department confirmed that "a grave 
problem  would b e  the supply of sp ares for existing high tech­

nology equipm ent SAG [the South African governm ent] has built 
up  a  le se rv e  of stocks of m ere than one year which will act a s  a 
cu sh io n , but there is no possibility all rep lacem ent parts for 
im ported g o o d s  whicn k eep  the econom y going ( even office ele­
vators') c a n  b e  locally p ro d u c e d ."

The US E m bassy m e ssa g e  went on to point out that lack of 
a c c e s s  to foreign technology could cripple Soutn Africa, and that 
larg e  corporations are  intent on countering any sanctions m ea­
su re s  "Multinationals, including US subsidiaries, are  determ ined 
to u n dercu t any san ctio ns action and have already m ade plans to 
cam ouflage  their operation through subterfuges arranged  with 
affiliates in o ther co untries."

8 . Is South Africa the place for 
prudent investment?

A ccord ing  to the m anaging  director of G oodyear Tire and  Rub­
b e r C o m pany 's South African subsidiary. "Foreign com panies are 
go ing  to b e  the target. That is where dissident blacks will focus. 
W e a re  right m the tinder box."

The a p p e a l of high profits and  fast growth on investment is 
offset in South Africa by the failure of the governm ent to institute 
d e sp e ra te ly  n e e d e d  labor reforms. Black unemploym ent and 
underem ploym ent a re  estim ated  at 25 percent creating what tne 
London Economist h a s  called  “a time bom b of discontent and 
rev o lu tion-fodder"

T h ese  factors have a lready p e g g e d  South Africa a s  an eco ­
nom ic risk BERI SA. which sp ecializes in risk analysis for inter­
national corporations, h a s  w arned that "operational and  socio­
political p rob lem s will b e co m e  m ore acu te  throughout the 1980's. 
Therefore, no long term com m itm ents to South Africa are  recom ­
m e n d ed ."  It s e e s  a  d ec line  in the Operational Risks index to "high 
risk" within five years, while the Political Risk index will deteriorate 
to the "prohibitive risk" category  in the -*-5 years forecast.

The conditions in South Africa together with pressure  from 
leg isla to rs, an ti-apartheid  g ro ups, ch urches, universities and 
o ther institutional investors in the US m ake u d  what has been 
lab e led  "the h assle  factor." All these  factors are  making US 
co rpora tions wary. As Ian Leach, general m anager of Caterpillar 
Africa w arned  in 1980. "We a re  secu re  here for five years. Up to 
ten  y e a rs  it is a  m atter of caution. After that it is anybody 's guess."

9 . Are the Sullivan principles an 
alternative to withdrawal?

W hen Ford Motor Com pany, the largest US em ployer of black 
w orkers in South Africa, a sk ed  its workers what they thought of the 
Sullivan principles, they resp o n d ed  with a  hard-hitting four-page 
d o cum ent. The Sullivan principles are a  "toothless packag e" and 
a  "p iece-m eal reform that allows this cruel system  of apartheid to 
survive," the docum ent sta ted . ". . . The C ode d o es  not dem and 
ap arth e id  to b e  abolished, but merely to m odernize and ensure its 
perpetu ation ."

The Sullivan principles are a  voluntary c o d e  of conduct for US 
firms operating  in South Africa. Drafted in 1976, they call for non- 
seg reg a tio n  in the work p la ce  and  fair em ployment practices. 
Institutions which have b e en  called  on to divest began  using ihe 
princip les to judge com D am es' perform ance, with signing of the 
princip les taken a s  an  indication of sufficiently good intentions as 
to elim inate any reason  for action,

In 1984. 122 of the 350 US com , ^r.ies operating in South Africa 
w ere  signato ries of the six principles. US corporations employ
6 6 ,000  w orkers, fewer than on e  percen t of all working people in 
South Africa. Thus, even  if the principles w ere practiced  they 
would affect an  insignificant num ber of workers.

M ore im portant, the Sullivan principles m ake no dem and for



c n a n g e  in the fundam enta l structure of ap artheid , no d e m an d  for 
blacK political rights. S ta ted  Em m a Mashinmi. Secretary  of the 
C om m ercia l C atering  a n d  Allied W orkers Union of South Africa; 

This M anifesto is just g o o d  co sm etics  for the  o u tside  world. To us 
tra d e  unionists, w e s e e  no difference be tw een  Am erican and 
South  A frican co m p an ies . "

A p prec ia ting  th e  fact that the Sullivan princip les provide the 
c o m p a n ie s  with an  opportunity to deflect criticism m any firms 
w ere  qu ick  to jum p on th e  bandw agon . O ne suDsidiary of a  US 
firm ex p la in ed  that it hc-id off signing for som e time — until it 
rea lized  that "the princip les w ere being u se d  to pacify critics in 
the  S ta tes . "

1 0 .  What are the financial 
implications o f divestment?

"W e h e re  in M a ssa c h u se tts  a re  proud to have b een  tne first 
s ta te  in the  nation to vo te to sell from our public pension  fund 
portfolio all th o se  investm ents in firms doing bu sin ess  in South 
Africa . . .  It h a s  b e e n  ou r ex p erien ce  that divestiture m akes not 
only a  str ,ng m oral s ta tem en t ag a inst ap arthe id  but divestiture 
h a s  p ro v en  to h av e  h a d  no significant im pact on  our pension 
e a rn in g s  . . . Timely a n d  careful divestiture c a n  result in net 
in c re a s e s  in p en sio n  ea rn in g s ."  (Letter from M ichael S. Dukakis. 
G o vern o r of M a ssac h u se tts . A ugust 1983.)

This e x p e r ie n c e  of th e  S ta te  of M a ssa c h u se tts  h a s  b e en  
re p e a te d  by o th er s ta te s  a n d  cities divesting from co m p an ies that 
a re  involved in South Africa. For instance, the Director of the 
B o ard  of P en s io n s  an d  Retirem ent for the  City of Philadelphia 
s ta te d  in 1934 that: "We . . .  consistently  ach iev ed  or be ttered  our 
a s s u m e d  actu aria l investm ent return rate of 9 p e rcen t in our tran s­
ac tio n s  d ivesting  ou r portfolio of fixed incom e securities of firms 
do ing  b u s in e s s  in South Africa."

The University of W isconsin Trust Fund found that "divestm ent 
of Sou th  A frica-related s to ck s  h a s  not h a m p ered  or limited our 
ability to find su itab le  so u rc e s  of investm ent." Michigai State 
University found in J u n e  1980. within m onths of p assin g  divest­
m e n t reso lu tio n s, their portfolio nad  e a rn e d  an  additional S1 
million.

Jo a n  B avaria. P res id en t of Franklin R esearch  C om pany, has 
p o in te d  o u t th a t fe a rs  th a t d iv estm en t will p ro v e  costly  a re  
g ro u n d le ss . "R ather, (stud ies] h ave  show n that over time South 
A frica-free co m p a n ie s  h a v e  ou tperform ed the restricted  stocks 
with a  m inimal am oun t of a d d e d  risk." This h a s  b e e n  borne out by 
s tu d ie s  c d n d u c te d  by C hem ical Bank, the  US Trust Co., and 
Trinity Investm ent M an ag em en t Corporation.

H en ce , R obert J .  Schw artz. Vice P residen t of Shearson/A m er- 
ican  E x p ress  a n d  a n  ex p e rt on socially respon sib le  investm ent, 
s t r e s s e d  in 1984: “A d ecisio n  ab ou t d ivestm ent should not be 
c lu tte red  by a rg u m e n ts  in reg ard  to investm ent perform ance, but 
b e  b a s e d  up o n  the political, m oral issu es an d  a s  to w hether the 
d e c is io n  m ak ers  be lieve that d ivestm ent will h av e  an  effect on 
en d in g  th e  sy s tem  of ap arth e id ."

In S e p te m b e r 1984, th e  C onnecticu t S ta te  Treasurer, Henry 
Parker, rep o rted  tha t "C onn ecticu t h a s  b e e n  ab le  to earn  m oney 
by selling  the  holding of socially irresponsible co m pan ies. Cor­
p o ra te  A m erica  m u st tak e  a  strong  stan d  ag a in s t racism  w herever 
it ex ists  a n d  o u r d iv estm en t law is an  im portant incentive for them  
to d o  just that. W hat is m ore, w e h ave  show n that it is profitable to 
b e  socially  resp o n sib le ."

1 1 . Who is joining the divestment 
campaign*

T he list of s ta te s  co nsid ering  so m e  divestm ent action grow s 
steadily . By m id-1984 the  nu m ber h a d  re a c h e d  29. of which C on­

necticu t. M a ssac h u se tts . M aryland. M icnigan an d  N ebraska have 
p a s s e d  divestiture legislation. T‘ ° cam paig n  continues to gain 
g ro und , in 1984 the  Executive Council of the National C onference 
of M ayors p a s s e d  a resolution calling for cities to divest their 
p e n sio n  funds. New York City is co nsidering  selective purchasm c- 
ieg isiation to m ake  d illegal to p u rc h a se  anv o ro o u c ts th a t orig­
inate in South Africa an d  to give preferential treatm ent to pur­
c h a s e s  from US c o m p an ie s  w hich do  not invest in South Africa. 
N u m ero us o ther cities a re  po ised  for oosm ve action.

The c a m p a ig n s  in the s ta te s  a n d  cities a re  su p p o rted  by a wide 
coalition of g ro u p s  including significant trad e  unions. Unions that 
h av e  tak en  a  position ag a in s t econom ic involvement in South 
Africa inc lude the A m algam ated  Clothing an d  Textile W orkers 
U nion. U n ited  Auto W orkers. A m erican  F ed era tio n  of S tate, 
C o u n ty  a n d  M unicipal E m p lo y ees. U nited S tee l W orkers of 
A m erica . N ational E d u ca tio n  A ssocia tion . U nited E lectrical 
W o rkers . In terna tiona l L o n g sh o rem an  an d  W areh o u sem an 's  
Union, District 1199 RWDSU, District 65 UAW. an d  Fur. Leather 
a n d  M achine W crkers Union UFCWIU.

S a id  UAW V ice-p re sid en t Don Ephlin, "W e can n o t to lerate 
p u b lic  m o n ie s  b e in g  in v e s te d  in a  co un try  w hich p ra c tic e s  
institutionalized racism  through its laws."

C h u rch es  w hicn have voted to en d  their oankm g or corporate 
links to South Africa include the National Council of C hurches, the 
A m erican  Lutheran C hurch . D isciples of Christ, the United Metho­
dist B oard  of G lobal Ministries, the Reform ed C hurch in America 
a n d  th e  A m erican F riends Serv ice  Comm ittee.

At leas t 40 universities have taken either full or partial divest­
m ent action. T hose lhat h ave  p a s s e d  resolutions to sell all sh a res  
in co rp o ra tio n s doing b u s in e ss  in South Africa include the City 
University of New York. Antioch and  H am pshire C olleges. Ohio 
University, M ichigan S ta te . Ind iana Central and  tne  Universities of 
M a ssac h u se tts . O regon  an d  W isconsin.

1 2 . What kinds of alternative
responsible investment exist?

"T here  is a  m ounting c o n se n su s  that pension  fund investm ents 
c an n o t p ro tec t re tirees ' benefits  un less they pro tect em ployees' 
jo b s a n d  eco n o m ic  in terests  a s  well . Investm ents . . that 
c re a te  jobs, buiid h o u ses , an d  return a  fair yield could b e  a  model 
for g o vern m en t p ensio n  sy stem s."  (Edm und G. Brown, Jr., Gov­
e rn o r of California.)

M any of the  investors c o n c e rn e d  not to su ppo rt apartheid  have 
not c h o s e n  to re-d irect their funds to achieving particular social 
go als . But se m e  have se e n  the  n e ed  to u se  reinvestm ent a s  such 
an  opportunity .

E xam ples of su c h  investm ent include the K ansas Public Em­
p lo y ees ' R etirem ent S ystem  program  called  "K ansas Funds for 
K a n sas  Jo b s ."  In the p rogram , the retirem ent system  buys the 
g u a ra n te e d  portion of SBA loans. By m aking cap ital available for 
sm all b u s in e s s e s  the eco nom y is im oroved an d  jobs a re  created . 
O ther investm ents av ailab le include affordable housing, health 
c a re  a n d  hum an  sen /ice s , an d  alternative energy  reso u rce  co n ­
serva tio n . The in te rest in pu b lic  p ensio n  fund investm ent is 
grow ing rapidly an d  new  alternatives to investm ent in South Africa 
a re  multiplying.

S te p h a n ie  U rdang, R esea rc h  Director 
D e c e m b e r  1984
S p e c ia l thanks to Karen Jo lkovski for proofreading a n d  Jim  Anis 
for layout.
The A m erican  C om m ittee  o n  Africa
198 B roadw ay, N ew  Yonc, N Y 10038 (212) 962-1210
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South Africa Fact Sheet

Twenty-nine million people live in South Africa today. Only the 4.5 million whites have full 
rights of citizenship while the nation's twenty-one million Africans are treated as rightless 
foreigners. The Africans were bom in South Africa, work in South Africa, and will die in South 
Africa— but they are black, and under South African law, the color of their skin makes them 
non-citizens. Africans cannot vote, buy or sell land, live or work where they choose, or move 
freely. They have been stripped o f power and deprived of control over their lives by an elaborate 
network of legislation and custom.

This is the apartheid system. A rising tide of black opposition is today threatening the survival 
o f apartheid. The racist government is responding with violence at home and false propaganda 
abroad in its efforts to save the system.

This fact sheet is designed to present an accurate picture of the continuing impact apartheid 
has on the lives of black people in South Africa today.

Population 
Racial Breakdown Key:

BM African 20.900.000 72%
□ White 4,500,000 16%
eza Coloured 2,600,000 9%m Indian 821,000 3%

Total 28,821,000 100%

Figures a re  b ased  on 1980 cen sus and population estim ates of 
Bophuttiatsw ana. Transkei, and Venda. C ensus figures for Afri­
can s. especially in the bantustans. are generally considered low. 
Survey. 1982.

Land
Area: 472.359 sq uare  miles (larger than California. Arizona, Utah 
and N evada com bined). Yearbook. 1979.
Land Reservation: Under the Land Acts of 1913 and 1936,87%  
of the country 's territory h as  been  reserved for whites. 13% for 
Africans. Africans m ay not purchase land in white a reas  and may 
not rem ain in the white a re a s  without a permit. Indians and 
C oloureds m ust live in seg rega ted  a reas  in the territory reserved 
for whites.

•  All figures have been  converted into dollars at the following 
ra tes  for on e rand: 1982/83— 50.92: 1981— S1.15: 1980— 
S 1 .2 9 :1979— S 1 .2 0 :1978— S1.15.

•  T he racial divisions used  are official South African govern­
m en t ca teg o ries . The term  “black '' includes the African, 
Coloured, and Indian populations.

•  South African governm ent statistics on the African majority are 
increasingly fragm ented and incomplete because  of the apart­
heid policy of bantustan 'independence' (see below). W here 
possible the figures used here  are for South Africa a s  a  whole. 
However, in som e cases, due to a  lack of other information, 
governm ent statistics which undercount certain categones of 
workers have been  used. As a result, figures from different 
sec tions of the fact sh ee t m ay not b e  directly comparable.

The Bantustans: The fragm ented a reas  designated for Africans 
a re  called bantustans, hom elands or national states. As of 1983 
few er than 10,000.000 Africans, or 46%  of the African population, 
lived in white a reas  and more than 11.000,000. or 54%, lived in 
the bantustans. Of ten designated bantustans. tti6 white govern­
m ent h as  implem ented 'independence' for the Transkei, Bophu- 
thatsw ana, Venda and Ciskei. but this sta tus has not been  recog­
nized by the United Nations or by any country. SA Review. 1983. 
Forced Removals: Since 1960, the South African government 
h a s  rem oved 3,500.000 blacks from white a reas to a reas  desig­
na ted  for blacks. At least one million more Africans have been 
forcibly relocated within the bantustans. A further 1.700.000 
people are  under threat of removal. SPP



Government
The Sow n Afnca AC C  1 SOS ano tne Reouciic of Scutn Afnca A c 
cr i S61 restncted vccnr; *or anc .■nemoersnio m n e  governing 
san iam ent to wnrtes. in Novemcer. 1S83. wnite voters encorsed 
a new constitution wmch will estaclan  a mcamarai oartiamem 
witn sep ara te  cnam cers for wnites. Coicureos. ana inaians. 
V/hnes retain a  mcnoooiy ot real cower ana tne Afncan maorrty is 
totally ex euaed . Slacx coiiticai organizations and independent 
trace unions, a s  well as tne Organization ot Afncan Unity ana tne 
Unitea Nations. nave rejected mis racai constitutional reform.

Economy
Grosa National P roduct (total value C  goods aria sem ces). 
1982: S7C.35 billion SARB. Dec. '982.
Value of Trade: Exports. 1982— SI 7.5 billion, including S7.9 
oilllon m gold: 1981— S20.8 billion, n c u a in g  S9.59 m gold. 
Imcorts. 1982— S16.9 billion; 1981— S21J2 billion. Central Statis­
tical Services.
Major Trading Partners, 1982; SA imoorts from/Exports to. in 
millions ot dollars— US S2.470/S1.21S: UK S2.024/S1.300: West 
G erm any S2.S00/S780: Jap an  51.7 0 5 /S I .530: Swrtzenand 
S290/SS36: France $710/5*14. FM Nev. 11. '983.
Prm ctpel Export* and Import*: Exports—gokt diamonds, iron 
and steet. coal, ferro-alloys, fruits and vegetaoles. imoorts— 
machinery, transocrt eouiomem. cnem cao . ca se  metats. (Note: 
otfical statistics are net availaow on imocns ot nil and weapons 
and on exports ot plannum. uranium and other strategic items.) 
fearcooK. 1980-81
Defense Expenditure: 52.34 billion (1983/84); S2.45 billion 
(1982/83): S i .26 billion (1975/76). (Note: T hese figures are 
am ounts budgeted. A cual spending for 1982/83 was S3.09 bil­
lion.) South Afncan Department ot Deiense annual ouoget esti­
m ates. FM July 29, 1983.

Income and Employment 
Economically Active Population— 1981:

Afncan 7.527.000’ 71%
White 1.945.000 18%
Coloured 365.000 8%
Indian 250.000 3%
Total 10.597.CC0 100%

• 1980 figures for T ranskei. 3o ohu thatsw ana ana V enaa 
included. Eenso. O c . 1982. Survey. 1982.

Migrant Labor. 1901: 1.329.000 Africans bom me ten barttu- 
stans were working in wnite areas as migrant laborers under 
contract, a system wnica forces me seoaratian of workers from 
their families. Also. 301.758 foreign biacxs were employed as 
c a m ra c  laoorers in South Afnca. Survey. '982.
Commuters. 1981: 745.500 Africans were emotoyed in wmta 
a reas out forced to live in the oantustans and ecmmuto to work on 
a daily basis. Survev. 1982.
Employment of Afncan Labor by percentage, 1980: Agricul­
ture. Forestry and Fisning (18.6): Mining and C uany (1?_3);

Manutacunng (13.8): Eiectncrty, Gas, Water (0.8): Constrocion 
14.7): Commerce (9.71: Transport. Comrnumcanon (3.2): France 
(1.0): Ser/ices including demesne (22.5). Excuces Transxa. 
Eoonutnatswana. and Venaa. Survey '562

D istribution of Total Wages— 1981:

Sarciavs. March 1983.
Unionization: In 1982 there were approximately 230.000 mem­
b e rs  of the independen t blaick unions. Estim ates *or 1983 
m em oershic range from 264. XX) to 350.000. Unionized wnite 
workers num bered 458.000. ILO. 1983: AC. Nov 16. '983: 
ICFTU. uune. 1983: ‘rearcooK. 1980/81.
S trike*: In 1982. 141.571 blsck workers were involved m 394 
stnkes resulting in the loss of 302.489 working cays. This is me 
largest numoer ot stnkes in ovr.r 20 years. No wnite workers were 
involved, and none ot m e stnkes was legal. 3a l3. Aoni 1983.
African Income In the Bantustans: The bantustans mat South 
Afnca declared independent contributed 2.3% of South Africa s 
total Gross Domestic Product in 1980. F gures for ciacx income in 
m esa bantustans are not avsjlaoie. but for m e bantustans not 
declared indeoencem  by 1980. 5.163.150 oecpie naa no m eas­
urable income. Sense. Oct. 1982: S tar Nov i6. 1982.
Employment and Average Monthly Wages:

Mining, May 1983 *  Employed Av Monthly Wage

Afncan 613.452 S260
White 78.020 S1 195
Coloured 9.531 S430
Indian 559 S690

Manufacturing, May 1983

Afncan 748.700 S320
White 316,600 51.290
Coloured 240.800 3365
Indian 96.400 $460
C sn tra l S ta tistical S e rv ices.
Agricuiture: An estim ated 1.3 million oeooie worx on wnite 
owned farms. In 1980 me average wage for African farmworkers 
w as 528 to 540 per month. Farmworkers also receive -:n xind" 
payment sucn as minimal housing facilities and me dietary staple 
cent, o r ’meaiie" meal. =arm Laccur Froiect. Seot. '962. 
Domestic Workers: An estim ated TOO,COO oeooie. onmantv 
women, are employed as dem esne servants. Saianes commonly



ran ge from S40 to $80 a  month, but are  frequently lower. i C F l J .  
June. ’983: Survey 1962.
A frican  In co m e v s . P o v erty  Level: In 1980 ine estim ated 
o e rcen tag es  of Afncan households in maior uroan areas with 
incom es below the Household Subsistence Level (HSL) were: 
Jo h an n esb u rg  (62%); Pretoria (58%); Durban (65%); Port Eliza­
beth (70%). The HSL estim ates the minimum income necessary 
for the su bsis tence  of an  African family of six including food and 
rent but excluding medical and educational costs. In 1983. in the 
13 la rg est urban  cen ters, the H ousehold Subsistence Level 
ranged from $.243 lo S268 lor an  African family. While cash 
w ag es  have b een  increasing, researchers indicate that in real 
term s Africans w ages are  decreasing. FM Ncv 25. 1903. Survey. 
1980/82.

African Unemployment: The governm ent estim ated  African 
unem ploym ent at 7.8% in Ju n e  1981, O thers have estimated 
African unem ploym ent to be considerably higher, up to 25% or 
two to th ree  million people. Survey 1982.

Education
Attendance: Ail public education Is racially seg reg a ted  with 
racially differentiated curricula. In 1982, of the 3,708,000 African 
stu den ts  in school, 83%  w ere in the pnmarv grades, 16% in se c ­
ondary , and  2%  reach ed  the post high school level. Of the
1.283.000 white studen ts. 55% w ere in pnmary. 30% in second­
ary, and  15% in the post high school level. Nedbank. 1983.
Per Capita Spending on Education, 1980/81: W hites— $1,115; 
A fricans— S170; C o lo u red s— $310: Indians— $625. Survey,
1982.
Teacher/Pupil Ratios, 1902: W hites— 1:18: Africans— 1:39: 
C oloureds— 1:27' Indians— 1:24. Survey. 1982.

Health
M ortality: In 1980, the infant mortality rates per 1000 live births 
w ere  13 for whites, 24 for Indians, 62 for Coloureds and 90 for 
Africans. In som e rural a reas, mortality rates for Africans re 
m uch higher with estim ates of 220 per 1,000 to 320 per 1,000. 
Life expectancy  for white m en w as 67 years: for African men, 55 
years; for white women. 74 years: for African wom en 60 years. 
N eabank. 1983.
Malnutrition: C onservative estim ates show that 2.9 million black 
children under the  ag e  of 15 suffer .rom malnutrition. Star May 14.
1983.
Doctor/Patient Ratios: W hites— 1:330: Africans— 1:19,000: 
C oloureds— 1:12,000; Indians— 1:730. Rand Daily Mail. Dec. 14. 
1983.

US-South Africa Economic Ties
US Companies Doing Business In South Africa, 1982: More 
than  350 US com panies have subsidiaries in South Africa. Time 
Running Out.

US Percentage of Total Foreign Direct Investment in South 
Africa: Approximately 20%. (US investm ent is second only to 
that of Britain.) Time Running Out.

Average Rate o f Return on US Investment: Between 1979 and 
1982, 18.7%, com pared to an average rate of return for US com­
pan ies  worldwide of 16%. Calculations ircm Survey CB, August 
1979 through 1983.

US Financial Involvement in South Africa. 1982:

Survey C3. Aug. 1983: USFR8 Nov 17. 1963: Nation. Sent 
3-10 . 1983.

Ma|or US Corporate Operations in South Africa: Direct 
inv estm en ts— Mobil Oil ($426 million/3,577 workers); Caltex 
[S tand ard  Oil of California and Texaco) ($334 million/2.238 
workers); G eneral Motors (S243 million/5,038 workers); Good­
y e ar ($97 million/2,797 workers): Union Carbide (S54.5 million/ 
2 ,4 6 5  w o rk e rs): SO HIO [K ennecott] (S345 m illion /2 .259 
workers): Ford (5213 milllon/6.509 workers): Newmont (S127 
m illion /13,535 workers): G eneral Electric (S93 million/5,130 
workers). O ther Involvement—  Fluor (S4.7 billion contract for oil 
from coal facility/17.300 workers): Burroughs Corp. (S€ million 
annual sa le s /5 5 8  workers): Control Data Corporation (517.8 mil­
lion annual sa lea /3 3 0  workers): IBM (S262 million annual sa les / 
1,800 workers). Unified List.

US Bank Loans to  South Africa: As of June. 1983 loans out­
standing from US banks totalled S3.88 billion. More than 125 US 
banks have m ade ioans to governm ent and private borrowers in 
recen t years. Among the significant lenders have been: Bankers 
Trust (NY). BankAmertca (CA), C hase M anhattan (NY), Chemical 
Bank (NY), Citibank (NY), Continental Illinois (IL). First Boston 
(MA), First Chicago (IL), M anufacturers Hanover (NY). Morgan 
G uaranty (NY). USFRB. Nov. 17. 1983: Unified List.

Repression and Control
Legislation: T he Internal Security Act of 1982 consolidates a 
se r ie s  of laws, including the Terrorism A a, and Unlawful Organi­
zation Act and the General Laws Amendment A ct with minor 
revisions, into one law. This ac t allows: 1) indefinite incommuni­
cad o  detention without charge or trial: 2) the outlawing of any 
organization alleged to be threatening to public safety or order: 3) 
the prohibition of the  printing, publication or dissem ination of any 
periodical or any o ther publication: 4) the prohibition of any 
gathering or meeting: 5) random police searches: 0) the curtail­
m ent of travel rights of any person, and restriction of rights of 
com m unication, association and  participation in any activity (ban­
ning). Further, it is illegal under this act to render any assistance 
to any cam paign, at home or abroad, that protests or seeks to 
modify or repeal any law if such a  cam paign furthers the aims of a 
ban n ed  organization.
The Abolition of Passes Act applies only to Africans and is the 
key to the administration of apartheid and labor control: all Afri­
c a n s  over ag e  16 are  required to b e  fingerpnnted and carry a 
p a s s  book a t all tim es with a record of bantustan identification, 
em ploym ent, perm its to en ter white a reas, taxes and family 
s ta tu s.



The National Key Points A n  emocwere m'e Minister of Derense 
to ceciare any place or area a National Key ^mt ana reauires 
tne owner to orovide security m coc Deration witr. tne Scutn Afri­
can Defense ^crce. "Hiesa provisions can oe aocnea to any US 
corooration cDerating in Soutn Africa. It is illegal uncer mis an to 
pnrtt any information aoout security measures or arty incident at a 
National Key Point without permission from tho government. 
Official Violence: The State has consistently sanctioned a nign 
level cf violence in regressing cccosraon to apartheid. Over me 
years, mousanos or peaceful demonstrators nave oeen snot Sy 
police. Sixty-nine oeooie died at Sharoeviile in i960 and at least 
575 people died in 1976 during and after tne Soweto uprising 
according to official statistics. Mcs: recently m 1983. at least 5 
people were Killed in KwaZulu and 90 in me Cisxei. Foreign 
Affairs. Havsom
Detention Without Trial: From Jan. 1 to August 31. 19*53, 206 
peooie are Known to nave Deen neid mccmmun>caco. mainly In

terms of Seaton 29 of me internal Seairrty Act At least 57 more 
were neid uncer CiSKeis interna; Security Act Since 1963. 59 
oeooie are Known to nave died wnile pemg detainee oy me 
security ponce, ^ l Nov ~ ’933. -av scm  uawvers Dcmmttee
Torture: Torture ts extensively nfliced on political detainees sy 
Pern South African and Damustan security police. Metnocs used 
mctude aiecnc snccx. Dealings, sieec deonvation ana isolation. 
Ai. CPS3. Seot. 30. *982.
Prison Population: South Afnca nas mo nignest oer capita 
pnson population in me world with 440 people jailed for every 
1C0.C00 of me population. The equivalent figure fcr me US ;s 
189. 40% at me African pnson population consists cf people 
convicted of pass law violations, ’crimes" only Africans can 
cd.mmit. Sunday Times. Aon 12. ’ 981
Hanging: Cf the 130 oeooie hanged in Soutn Africa in 1980. only 
onewaswntte. Uccate. Jan. 1983.
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A chance to say 
‘No’ to apartheid

When it comes to expressing revulsion at South 
Africa’s subjugation of its black population, it’s time for 
Alaska to put Its money where Its mouth is. Today, the 
House State Affairs Committee considers a bill to end 
all state investments In companies with substantial 
business operations in South Africa. The measure, HB 
465, deserves swift approval.

Just about everyone agrees South Africa must aban­
don apartheid and establish full political and economic 
rights for blacks. There’s little question that internation­
al economic pressures have helped convince the Botha 
government that Its repressive regime does not make it a 
desirable place for investment. The question now Is 
whether Alaska wants to lend its moral and economic 
weight to the growing national trend toward divest­
ment.

The strongest argument against divestment Is offered 
by Permanent Fund trustees and the state’s other money 
managers. They say it would lead to financial losses and 
subject the fund to all sort of dubious political schemes.

We stand second to none in our defense of the 
Permanent Fund. Its prudent management Is absolutely 
essential to the economic future of this state. But, 
contrary to some detractors' claims, divestment is more 
than a hollow moral exercise proposed by political 
dilitants with more money than they know what to do 
with; it can be financially prudent, as well,

Investing In companies that do business in South 
-Africa can be risky. The economy there is tottering and1 
political upheaval could result in expropriation of 
foreign holdings. More than 50 U.S. companies have 
pulled out of South Africa in the past five years, a third 
of them within the last year.

Divestment wohid be accomplished gradually to avoid 
losses from selling all the holdings at once. Specifically 
written for prudent financial planning, HB 465 gives the 
state a December, 1988 deadline for divesting the 
affected investments — which include less than 10 
percent of the entire permanent fund. Roughly $900 
million of the state’s $11 billion total Investments would 
be affected. Even the fund'3 directors agree, the fund 
would turn a modest profit If Alaska divested at today's 
prices.

Clearly, the pressure for change In South Africa is 
growing, both from within and without. By divesting, 
Alaska would join 11 other states, 28 cities and 70 
academic Institutions in sending an Increasingly effec­
tive “no more" message to South Africa. Alaska's Is a 
welcome quandry of how to wisely invest our wealth; to 
unnecessarily employ it to the benefit of a system as 
morally bankrupt as apartheid Is a bad piece of tunnel 

, vision economics and a poor reflection on Alaska.
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Coalition 
forms on 
apartheid

New York (AP) — A coali­
tion of 54 Protestant and 
Roman Catholic organizations 
has launched a drive to per­
suade American businesses to 
withdraw from South Africa 
unless its government makes 
substantial progress by 1986 to 
end apartheid.

In a “new strategic ap­
proach,” the church groups 
targeted 12 “key investors” in 
South Africa and asked them 
to cease immediately all sales 
and services to its govern­
ment and to make clear that 
dismantling of apartheid is a 
“necessary precondition” for 
them to remain there.

The 12 companies named 
are Burroughs, Chevron, Cit­
icorp/ Control Data, Fluor, 
Ford, General Electric, Gen­
eral Motors, International 
Business Machines, Mobil, 
Newmont Mining and Texaco.

• *
The Rev. Arie Brouwer, 

general secretary of the Na­
tional Council of Churches, 
says it has been in dialogue 
with the 12 companies about 
the matter for more than a 
decade. . .

Apartheid: And the
People of South Africa

Population 
in Millions

Afrikaners 
(Whites)

(2.7)

English 
, Speaking 
Whites 

. ,  (2.3)

Coloreds 
" V -  (2.7) r.

. Zu

. \

US (Blacks)1 
*: ( 5 . 0 )  ^

Other *** 
Blacks V.

. (17.0) V -
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Cwzmo Proposes State Sell Stock 
In Coffcerns Tied to South Xfrica

o  - *  i T

ALBANY, Ma; 
should eliminai
investmentsjnc
ness in South, 
lim it a ll dealhjj 
Governor

m  S c J d U  to Dm N w -Y s c k  T U d T

119— New York State 
ions of dollars of 

^panics that do bust- 
i andjhould sharply 

i ;with such concerns,
M id  t^day. . Ijgjr. 

" I have qtBdudecL'^the Governor 
declared, “ Jpat New Ycjrk State should 

t a comprehensive SidbeSpco^ble 
„iegy tm  demonstrate' She ^kbbor- 

I'Tfcncp. of bv*. Arjidents pernicious
I jSysWn tit- amrthei i , x .

MrAtfuoma said be would so tm jr?
. pose 14§islati>n to requlrefche d iv is tk  
ture, <r*r thAnejct five.years, of bil­
lions of dollars m state/pmds. These in­
clude-about W.4]bllH<ra in employees' 
and teachers’ peraton funds, now]In­
vested In hundi^ds of Americad-^!®- 
panies doing business in South J p r ica. 

Last weelpfAssembly Speaker Stan-

ii - v v a f^ . ’i jT 75* I
ley Fink, a Brooklyn Demtirat, *<rf-I 
fered his own proposal for divestiture.j 
The Governor said today h^SeJlered 
that the differences between the. 
plans could be worked out. I * '

A  spokesman for Warren 
son, Republican of Bingham 
majority leader of. the Senate! 
day that tb^Seoator. _ahbo 

.held and woold lobk'at-.thi 
Vet̂ carefull̂ >)

trader the envisioned l^ sldtion, thd j 
Governor said) the State^Cbmptrmer j 
and the trustfees.of the, (Wnslotv funds j 
would be obliged to dlyjjsjioldlngs In a 
series of steps. 4
•<By 1986, the state would begin to 

vest holdings in concerns- doing bueti 
ness dlrectiy with the Government of 
South Africa or Namibia, with snjoa ex­
ceptions, and with companiesynat em­
ploy black. South Africans bpt have not 
signed /  code that commits them to 
work/br better lives fot/fnese employ-

,,/B y  1988, divestmepf would begin for 
( those companies famd to making only 

minimal or moderate progress toward 
compliance witVthe code, known a s p i e . 

Sullivan Prinnples. Named for/the I 
Rev. Leon Sullivan of Philadelphia, the j 
code has b§en signed by about 140 ofthe £

Ccmfaued on Page 30, Column 3 I
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Cuonjfo Want§j,State toSellStock o f Companies W ith Pretoria Ties\
t Ceetiooed From P>j« 1 >Q| f

. ---------  t :*
3S() American companies that do busl 
ness in.South Africa.'1 '

I)y 1890, divestment would begin for 
all the remaining companiM doing 
business In South Africa.

Similar policies have already been 
adopted by the trustees of the New 
York City Employees Retirement Sys­
tem. Since 1882, various cities, Includ­
ing Philadelphia, Washington, Boston 
and New York, lui ve passed divestment 
ordinances. Divestment laws also have 
been passed,by some states, Including 
Connecticut, Maryland, Massachu 
setts, Michigan and Nebraska.

In a 10-page statement, Governor 
Cuoino outlined a series of policy inilia 
tlves, Including the following: 

y legislation for a five-year divestl-

nest of these, state officials said, are a 
$ 2 .5 billion stock portfolio In 133 compa­
nies held by the State Employees Pen­
sion Fund, which has total Investments 
of $18 billion, and a $1.9 billion stock 
portfolio in 120 companies held by the 
Teachers’ Pension Fhnd, which lias $13 
billion Invested.

QCreatlon of a State Commission on 
South African Investment, wldch 
would monitor and report on the disen­
gagement program. ) i

" OAn "aggressive program”  to se­
cure- the** voluntary withdrawal of 
American companies from business In 
South Africa; these companies, the 
Governor said, employ 66,000 black 
South Africans, less than 1 percent of 
the black work force there.

4A state policy of "not engaging In 
any form of business with financial In­
stitutions which: do not have a policy of 
no new loans to the South African Gov­
ernment except for housing, health or 
educational facilities which will be 
available on a non-discrlininatory 
basis; underwrite securities for the 
South African government, or promote 
the sale of Kruggerunds."

^Legislation to ban state purchases 
of $5,000 or more from companies that 
fall to stipulate thut they hnvc not sold 
"materials other than food or medical
supplies” to South Africa's police, mJll-
feuy*prison, ays tooy or department of 
coop^tlbp'rf^'deyelopmenn to’con­
tracts that require bidding, there would 
be a 5 percent penalty for failure to 
make the stipulation.

The Governor also called upon the 
state's Congressional delegation to 
"urge the adoption of a series of eco­
nomic and political sunctions affecting 
the government of South Africa for as 
long as the system of upurtheid re­
mains in place."

As he left the Westminster Presbyte­
rian Church here ufter delivering the

8:15 A.M. sermon today, Mr. Cuomo re­
ferred to Mr. Fink’s bill and said, 
"Ours doesn't go quite as far as Stan­
ley's."

He said he would meet Monday 
morning with Mr. Fink to try to draft a 
common b ill that they could (hen take 
up with Mr. Andorson.

"Let’s be practical," the Governor 
said as he prepared to step into tils car 
to go home from Hie church. “ This has 
to be negotiated with Warren."

Mr. Fink called his own bill "the 
most comprehensive legislation in the 
United States,”  one which would 
"eliminate, over a period of time, the 
economic Involvement of the state In 
the Republic of South Africa and 
Namibia."

Mr. Fink began circulating his bill 
for sponsors' signatures late last week.- 
Today, lils press- secretary, 'David 
Langdon, said tho Speaker was. "anx* 
ious to talk with Hie Governor" about a 
possible joint approach.

Mr. Anderson’s press secretary, 
Charles Dumas, said (he Senator would 
want to consult wiUi State Comptroller 
Edward V. Regan, the highest-ranking 
Republican state official, But Mr. 
Dumas said the majority leader "ub- 
horred apartheid In any form and will 
look at Hie legislation very carefully."

Mr. Regan, who Is In Japan, has sug­
gested that state disengagement from 
South Africa could "cause financlul

~ — T— ; j
harm" to the state In general and its* 
employe pension systems In particular.* 
■ Mr. Cuomo disagreed that pension* 
Investments should De determined only • 
by economic criteria. *

Of his overall program, the Governor* 
said: "T liis Is achievable. A ll aspects} 
of it have precedents." i

State ‘Influence* Cited •
•

A "unique" aspect of the Cuomo* 
plan, according to Henrik N. Dullea, di- } 
rector of state operations, who put It to- ‘ 
gether, would be to use the state’s cur-,} 
rent stock holdings to actively press * 
companies to cut their Hes with South* 
Africa. *♦

"We would do it,”  said Mr. Dulleu, I 
"with Ihe Influence that, In a sense, we j 
now own." ^

But thut policy would be temporary." 
The main thrust of tbo plan would be* 
virtually to end New York State links}} 
;with South Africa unless that naUon* 
abandons Its policies of racial separa-* 
Hon. * *

M i F ink’s proposal, which Is al- .* 
ready In bill form, would also be 
phased In, but, when fully In effect, ' 
would ban all stute dealings with com- - 
panies that do business with South Af-',, 
rice. *• »•t*

\

Business Day •'
ev ery  business day In » 
Tho N ew  Y o rk  Times *
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SOUTH AFRICA
US firms urged get tough 

on apartheid
By Andrew Cassel 
Knight-Ridder Service

PHILADELPHIA -  For about 120 US 
companies that do business In South Af­
rica. the price of good public relations 
went up last week.

The companies, all subscribers to a 
voluntary equal-opportunity code devel­
oped by the Rev. Leon Su llivan of Ph ila­
delphia. were told to substantially in­
crease their efforts to oppose South A fr i­
ca's system of apartheid, or legally sanc­
tioned racial segregation.

Sullivan, an outspoken Baptist m inis­
ter and a member c f the board of direc­
tors of General Motors Corp.. demanded 
that the US firms use "legal means and 
o therw ise '’ In South A fr ica  to b ring  
equal rights to that nat. in 's  black major- 
Ity.

US firms that have supported Su lli­
van's doctrine of Integration, equal pay 
and com m unity  development In and 
around their South African plants might 
find it d ifficu lt to heed this latest call to 
action. Many even now are struggling to 
find an interpretation they can live with.

"The companies have to do things In 
spite of the law." Su llivan said last week, 
explain ing the latest "am plification" of 
the p rin c ip le s  he f irs t  Introduced In 
1977.

In the years since then, the Su llivan 
principles have become a vital part of the 
debate over the US involvement In South 
Africa.

In response to activists who want US 
businesses to divest themselves of tics in 
South Africa or face divestment at home 
by socially conscious investors, the code 
is cited constantly as tangible evidence 
that US corporations there are part of 
the solution, not the prob ?m.

The recent wave of at.dapartheid ac­
tivity -  a two-day general strike In Jo­
hannesburg. the dally picketing of the 
South A frican Embassy In Washington, 
tho awarding of the Nobel Peace Prize to 
Bishop Desmond Tutu, a black South Af­
rican -  has Intensified that debate, and 
turned up the spotlight on the Sullivan 
code In board rooms and leg islative  
chambers across the country.

S igners of the Su llivan  princ ip les

“Increasingly, people are 
coming to think (the 
Sullivan principles) are 
irrelevant. I see no way 
in which the 
corporations in South 
Africa are going to take 
a serious stand against 
apartheid."

Jen n ife r Davis, director o f A frica
Fund.

pledge to maintain desegregated plants 
and offices: to provide equal employ­
ment. benefits and pay for all worker', re­
gardless of race, and to support with 
monev and manpower programs to raise 
the standard of liv ing for black workers 
ana their families.

The com panies adherence to the 
principles ;.s rated through a lenathv set 
ot questionnaires and an audit by the 
management consulting firm of Arthur 
D. Little of Cambridge. Muss. Each year a 
report is issued detailing which company 
Is "m aking good progress" and which 
company "needs to do more" -  though 
without spelling out the specific activ i­
ties that produced the ratings.

Since the principles were adopted. 
Ainerlean-owncd companies in South Af­
rica have created job-training programs, 
promoted some blacks to supervisory po­
sitions and helped finance hospitals, 
schools and housing developments near 
their factories and offices.

Though total work force o f about
64.000 at those companies represents 1 
percent of the South African work force, 
the companies that have signed Su lli­
van's principles point with pride to rheir 
accomplishments and say that they have 
been a model for many other employers 
in the area.

"Nobody Is arguing that American 
cnmpanies are going to overturn the sys-
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Continued from Page 51

tern. But a good 
example is a good example." said 
Fred Allen, a personnel executive 
at Merck ±  Co.

Merck, which employs about 
200 workers at Its pharmaceutical 
plant between Johannesburg a nd 
Pretoria, is typical of American 
firms tn the Sullivan program: 
Blacks hold jobs at all levels ex­
cept top management.

"The presence of companies 
working for change." Allen said, 
"is the lesser of two evils."

Not so. responded Jennifer Da­
vis. d irecto r o f the New York- 
based Africa Fund and a leading 
advocate of corporate dlvestmenc 
in South Africa. Whatever their 
intentions, and no matter how 
progressive their employes prac­
tices. American businesses help 
keep apartheid In place, she said.

Apartheid Is simply too big. 
and too pernicious, to be dealt 
with through codes such as Su lli­
van's. Davis said.

"Increasingly, people are com 
ing to th ink (the.Sullivan p rtn r- 
pies) are irrelevant. I see no way in

which the corporations in South 
Africa are going to take a senous 
stand aga inst apa rthe id ." she 
said.

A c t iv is ts  such as Davis are 
sharply critica l of the Sullivan 
principles, calling them at best 
outmoded, and at worst a self- 
serving camouflage for companies 
that benefit from South Africa's 
large pool of cheap black labor.

But rather than responding in 
kind or defending the companies. 
Sullivan sees che divestment drive 
as a necessary part of the 3ntl- 
apartheid movement In the United 
States.

"I'm not for Investment." he 
says. "I'm for no new investment. 
While the companies are there, 
they should do something to help 
end the system , or e lse they 
should leave."

Daniel Purnell, who adm inis­
ters the Souch African program 
for Sullivan, terms the divestment 
campaigns "helpful."

"I don't th ink it's got to be ei- 
ther-or." Purnell said. "1 th ink it's 
got to be both. T h a t ’s w hy I 
thought It was good we had Mal­
colm X at the same time as we had

Martin Luther King."
Sullivan insisted chat compan­

ies could be a positive force In 
South A frica, but on ly  if  they 
adopted the same kind of activist 
stance taken by M ohandas K. 
Gandhi in India and King .n the 
American South. And he plans to 
push companies increasingly in 
that direction.

Cn Dec. 12 In New York. Su lli­
van addressed 119 representa­
tives of businesses that have 
signed his code ro outline his la t­
est addition to the document. It de­
mands that the companies pledge:

•  "To use influence and sup­
port the unrestricted righ ts of 
black business to locate in the ur­
ban areas ' of South Africa:

- *  "To influence other compan­
ies in South Afnca to follow stan­
dards of equal rights principles:

•  'To support the freedom of 
b lack workers to seek employ­
ment opportunities wherever they 
ex:st. and to make provision for 
housing 'or families of employees 
w ithin the p ro x ir 'ty  of workers' 
emoloyment:

•  "To support the ending ot ail 
aoartlieid laws."
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Legislators want South African ties cut
By BRUCE 8CANDLINQ 
The Associated Pieas

JU N E A U  — A laska  should

Sro lesl rac ia l policy in  the 
epuhlic  o f  S o u th  Africa  by 

se lling  off  s tock  In any  com ­
p a n y  do ing  bus iness  w i th  th a t  
a p a r t h e i d  g o v e r n m e n t ,  tw o  
Ifouse la w m a k e rs  say.

Such act ion  w ould  I llus­
t r a te  th e  s tu te 's  opposit ion  to  
s e g r e g a t io n  a n d  d i s c r i m i n a ­
t ion  pructlced aga ins t  b lacks  
In Sou th  Africa ,  sa id  Ju n ea u  
D em ocra t  J i m  Duncun and  
H ouse  M ajo r i ty  L e ad e r  Don 
C locksin , D-Anchoruge.

“ I t 's  b ased  on  the p r inc ipa l  
t h u t  w e  c an  m a k e  m o n e y  
w i th o u t  a ss is t ing  a g o v e rn ­
m e n t  th u t  Imposes rac ia l d is ­
c r im in a t io n ,“  C locksin  said.

The reso lu t ion ,  In troduced  
Friduy , w ou ld  affect in v es t­
m en ts  m a d e  th rou gh  th e  Alus- 
k a  P e rm an e n t  F u n d  Corp.

Dave Ruse, execu t ive  d irec­
to r  of  th e  p e rm a n e n t  fund, 
sa id  $5(10 m ill ion  — o r  8 p e r ­
cent — of th e  $0.3 b il l ion  
ba lance  o f  the  fund  Is inv es t­
ed in com m on stock.

Most o f  th e  fund  is inv es t­
ed In U.S. g o v ernm en t  s tocks 
and  bonds.

T h e  s t a t e  b u y s  s t o c k  
th rou gh  S ta n d a rd  a n d  P oor’s 
Index of  600 lead ing  co m p a ­
nies. Rose sa id  a b o u t  -one- 
th i rd  of those  f i rm s  could 
have  som e bus iness  l in k  w i th  
th e  S o u th  A f r i c a n  g o v e r n ­
m ent.

“ T h a t ' s  e v e r y b o d y  f ro m

IBM to Coca-Cola,"  Rose said.
Every  m a jo r  m u lt in a t io n a l  

oil com pany  also does b u s i ­
ness in S o u th  Africa, he  said.

Q uestions  ab o u t  the  in v es t­
m e n t  of p e rm a n e n t  fund  m o n ­
e y  h av e  a r isen  before ,  Rose 
sold.

“ B ut th e  t ru s tees  of the  
fund  huve a lw a y s  res is ted  p o ­
lit ical a n d  social s ta te m en ts ,"  
he  suld. “ T ha t  could  presen t 
un inves ting  p ro b lem ."

Rose sa id  th e  t ru s tees  a re  
appo in ted  to  m a k e  the  bes t  
possib le  inv es tm en t  decisions 
fo r  Ihe s tu le  and ,  regard less  
of polit ica l beliefs,  a re  loo k ­
ing to b u y  high-yield  s tocks 
and  bonds.

Duncan and  Clocksin both  
sa id  the  reso lu t ion  is ca re fu l­

ly w orded  so th e  s ta te  w on 't  
lose m oney  by hav ing  to  Im­
m ed ia te ly  y a n k  som e of Its 
in v es tm en t  portfo lios .

"T h ere 's  a  lo t of f lex ib i l i ty  
In I t ,"  Duncan said. “ We're 
no t a sk in g  th e m  to  go and  
pu l l  ou t  Im m ed ia te ly  a n d  lose 
a lo t of m o n ey ."

A  leg is la t ive  rep o rt  p r e ­
p a red  la s t  y e a r  by the  H ouse 
R esearch Agency suggests the  
s l a te  — ut th a t  t im e  — w ould  
have  los t n ea r ly  $6 m il l ion  by  
im m ed ia te ly  d iv es t ing  h o ld ­
ings In com panies  w i th  b u s i ­
ness l inks  to S o u th  Africa.

B u t the  rep o rt  a lso  Indi­
cates a g rudua l d iv es tm en t  
m ig h t  be  achieved w ith o u t  
f inancia l loss to  th e  s ta te ,  
C locksin  said . :



Economic muscle fgives blacks 
a new chance *

THE STAR

What can be done by the West to 
s p e e d  up th e  d i s m a n t l i n g  of 
a p a r t h e i d ?  M any o p t io n s  a re  
presently under consideration, with 
disinvestment and sanctions much 
to the fore: cam paigns  for such 
actions have indeed reached tidal 
wave proportions in the US. Let me 
say at once that if I thought these 
would work, they would have my 
unconditional support

Not only do I not believe these 
campaigns would be effective — I 
b e l i e v e  t h e y  w o u ld  be
counter-productive.

I understand, respect and do not 
argue against the moral motivation 
for  d is investm ent and sanctions. 
But, once gone from the scene, any 
in f lu e n c e  th a t  m ay  have  been 
exercised has gone too: any good 
tha :  may have resulted from quiet 
d i p l o m a c y ,  o r  C o d e s  of 
E m p l o y m e n t  C o n d u c t  f o r  
Companies with Interests in South 
Africa (as adopted by the European 
Community) will go by the board.

T h e  S u l l i v a n  a n d  E u r o p e a n  
Community Codes have certainly 
made businessmen more conscious 
of their social responsibilities, and 
have led not only to improvements 
in emnlovment practices.. buUalsQ 
to  a ss is ta n ce  in educat ion  and 
housing for employees and their-' 
families.

And more recen tly  — perhaps , 
b e c a u s e  o f  t h e  t h r e a t  o f > 
disinvestment — organised business 
as represented by the Chambers of 
C o m m erce  and  In d u s try ,  have 
expressed their objections to the 
detention of trade unionists and are 
pressing for the repeal of influx 
controL

T h e  v a c u u m  l e f t  by  t h e  
withdrawal of US and European 
firms will be filled — if it is filled a t  
a l l  — by c o m p a n ie s  w ith less 
interest in the welfare of their black 
employees. Moreover, if it is fondly 
imagined tha t the South African 
Government will buckle under such 
pressure  and abandon apartheid  
fas te r  than it intends to do, this 
i l lusion should be im m e d ia te ly  
dispelled. Far  more likely, far more 
in keeping with the temperament of 
the Government and of the majority 
of the white inhabitants, would be 
t h e  d e v e l o p m e n t  of a s i e g e  
mentality.

N o r  s h o u l d  th e  id e a  t h a t

economic hardship would lead to a 
s u c c e s s f u l  b l a c k  r e v o l u t i o n ,  
fo l lo w e d  by a b la c k  m a jo r i ty  
socialist government to replace the 
white capitalist regime, be seriously 
entertained — it just is not on, as 
anyone acquainted with the ferocity 
and  d e te rm in a t io n  of the  South. 
African Army and police will agree. 
N o r  in c id e n ta l ly ,  is th e re  any  . 
gua ran tee  tha t the rep lacements 
w o u ld  be a n y  b e t t e r  o r  m o re ,  
d e m o c r a t i c  t h a n  th e  p r e s e n t  
regime, should a revolution succeed.

T h a t  d i s in v e s t m e n t ,  l a c k  of 
foreign capital and imposition of- 
sanctions would bo effective as a 
p un it iv e  m ea su re  is, of course , 
undeniable. But it would not be 
selective of its victims.

Indeed, a lthough w hite  South 
A fricans would be affected , the 
major sufferers would be black — 
S outh  A fr ican  b la c k s  and a lso  
blacks from neighbouring states in 

' southern Africa which are heavily 
d e p e n d e n t  on South A frica  for 
financial aid, grants, markets and 
jobs, some of which countries, like 
BSL countries, a re  also part of a 
customs union with South Africa, 
and are linked to the rand monetary
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t o  d e m a n d  r e d r e s s  In t h e  
im balances in power and wealth 

: and privilege in South Africa.
■y I t  is totally counter-productive to 
;!put obstacles in the way of the 

economic forces which so far have 
. led to those changes which are more 

than cosmetic — trade .unionism, 
s k i l l e d  jo b  o p p o r t u n i t i e s ,  
urbanisation. v ■

And it is counter-productive to 
drive whites, a growing number of 
whom arc Increasingly disillusion 
with apartheid and who have begun 
to accept power-sharing, back into' 
the laager.

I have to admit I really resent the 
way in which people living many 
thousands of miles away from South 
Africa totally ignore tin  hundreds 
o f  t h o u s a n d s  of w h i te  S o u th  
A f r i c a n s  w h o  a b h o r  r a c e  
discrimination, and who have been 
fighting apartheid for many years. 

The Progressive Federal Party,
s y s t e m . _________  -

Blacks don't care it there is mass
,w i th  its  policy  of no s ta tu tory ,  
d i s c r i m i n a t i o n  and  fu l l  adult*

u n e m p l o y m e n t , "  p e o p le  s a y .  s u f f r a g e  w ith  no d o m in a t io n .

V  > vMy, m a in  opposition to d is investm en t or  sanctions or  
j  any  s teps  to inh ibit  econom ic expansion of South 
- 'Africa, is th a t  such act ion  b luntens the only weapon 

th a t  b lacks have  — the  econom ic m uscle  tha t  
a cco m p an ies  upw ard  mobili ty  on the  econom ic  
ladder.

And I say (who am on the receiving 
end of many r-quests from recent 
j o b  l o s e r s  f o r  a s s i s t a n c e  in 
ob tain ing  jobs) th a t  blacks who 
don't care are those whose jobs are  
not endangered or who have never 
had a job to lose.

However, my main opposition to 
disinvestment or sanctions or any 
s t e p s  t h a t  i n h i b i t  e c o n o m i c  
expansion of South Africa, is that 
such action in fact bluntens the only 
weapon that blacks have, or are in 
th e  p rocess  of acqu ir ing  — the 
economic muscle that accompanies 
upward mobility on the economic 
ladder by virtue of greater  skills 
and-increased consumer power.

S lo w ly  — to o  s i o w l y ,  b u t  
nevertheless surely — blacks are 
obtaining the leverage with which

obtained 20 percent of the votes of 
the  white e lec to ra te  a t  the last 
election.

We will do better next time, but 
not if the country is under grave 
econom ic  s t re s s  — l ibera lis ing  
forces are not strengthened in such, 
circumstances.

So what in fact can or should the 
West do to help bring apartheid to 
an end without causing chaos in 
South Africa? Firstly  I must say 
there are limits to what can be done 
from outside if peaceful reform is 
the objective.

M o s t  h e lp f u l  w o u ld  be  fo r  
Western interests to stay in South 
A frica  and use th e ir  concer ted  
influence with the Goverment in 
par t icu la r  and with white South. 
Africans in general.



In an address to the European Democratic Group 
in Luxembourg last week, veteran Progressive 
Federal Party MP, Mrs Helen Suzman, made it 
clear that she was not in favour of disinvestment - S ' v  

as a means of achieving change in South Africa.
She outlined instead a three-point plan with which 
she believes the European Economic Community 
could achieve far more positive results.

Contact, not isolation, is needed : 
In one a rea  only — sport — has 
isolation been successful in helping 
to  b r e a k  down se g re g a t io n .  I t  
worked because of South Africa’s 
l o n g i n g  to  g e t  b a c k  i n t o  
international sport, but also because 
desegregation in sport did not affect 
the power structure. I might add ' 
tha t  the fact that there have been no i 
rewards forthcoming in sport is not 
conducive to South Africans making 
changes in other respects.

I think European firms shonld • 
a c c e le ra te  the ir  efforts to uplift 
b la c k  p a r t ic ip t io n  in the South 
African economy. The latest report 
on the implementation of the Code 
by British firms is quite healthy. I 
don 't  know w h a t  the position is 
regard ing  o ther  countries in the 
EEC, but all firms not adhering to 
the  Code shou 'd  have pena lt ie s  
imposed on them.

The US is  considering making the 
S u l l iv a n  C ode c o m p u lso ry  fo r  

.American firms in South Africa. I 
^ a p p r e c i a t e  t h e  p r o b l e m s  in  * 
monitoring, but certainly there have ||
been positive results from all the 
c o d e s ,  a n d  t h i s  s h o u l d  b e  
considered.

You should all raise your voices 
long and loud against apartheid in 
general,  and in particular against 
any outrageous actions by the South 
African Government. Never mind 
abou t double s tand ards  — South 
A fr ica  c la im s  to have  W estern 
values and as such must be judged.

I have no doubt whatever that 
protest by Western envoys helped to 
unban people like Beyers Naude, 
and was instrumental in freezing 
f o r c e d  r e m o v a l s  s u c h  as  a t  
Crossroads.

The South African Government is 
m ore  sensitive than you think. It 
does not enjoy being a pariah. It 
would like to be welcomed back into 
the Western community of nations.

But not a t any cost.
R a t h e r  s h o u ld  you a im  a t  

a t ta in a b le  objectives than adopt 
m e asu re s  tha t could reduce the 
country  to economic chaos, with 
totally unpredictable consequences.
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Alaskans can have say on S. African investments
By VIC FISCHER

E v en ts  In S o u t h  A f r i c a  h a v e  
sh o c k e d  th e  s e n s i b i l i t y  o f  m o s t  
A m ericans, and  th e  tir. ,e m a y  w e ll  
h a v e  come for A la s k a n s  to  c o n s id e r  
w h a t  policies s h o u ld  g u id e  in v e s t ­
m e n t s  of our s t a te  fu n d s  in  t h a t  
co u n try .  A m erica 's  d i l e m m a  is t h a t  
w h i l e  most of us a b h o r  w h a t  goes 
o n  there, our g o v e rn m en ts ,  o u r  f i ­
n a n c ia l  in s t i tu t ion s-and  U .S . c o rp o ­
r a t io n s  support a n d  p ro p  u p  th e  
a p a r th e id  regime.

T w o principal courses  h a v e  b e en  
fo llow ed in an a t t e m p t  to  in f lu en ce  
a p a r t h e i d  p o l ic ie s .  O n e ,  t h e  so- 
c a l led  Sullivan P r in c ip le s ,  h a s  b e en  
d irec ted  toward a s su r in g  t h a t  U .S.  
f i r m s  doing bus iness  in  S o u th  A f r i ­
ca  will follow n o n d is c r im in a to r y  

i a n d  other  practices s i m i l a r  to  tho se  
t h a t  would g u id e  t h e i r  o p e ra t io n s  

, in  o u r  country. T h e  second, r e fe r re d  
, to  us d ivestment,  noils fo r  o u t r ig h t  
I d e n ia l  of f inancial s u p p o r t  to  S o u th  
j A frica ,  and p re s su re  o n  U .S .  com pa-  
! n ie s  not to do b u s in e s s  in  t h a t  
1 country .
1 ' Many A m erican  b u s in e sse s  a n d  
I f inancial Ins t i tu t ions  h a v e  respond-  
I ed  to the cha l lenge  a n d  a rc  do ing  
’ t h e i r  part to  s p e e d  u p  dem ocra t lza -  

. t lo n  of Sou th  A f r ic a ’s o p p re ss iv e  
governm ent a n d  law s .  F a r  m o re  
com pan ies ,  h o w e v e r ,  h a v e  d o n e  
nothing.

Governm ents a n d  o th e r  p u b l ic  
Insti tutions c a n  e x e r t  t r e m e n d o u s  
leverage on th e  p r i v a t e  sector.  T h e y  

i control h u n d re d s  o f  b i l l io n s  of d o l ­
la rs  through v a r io u s  fu n d s  (such as 
re t irem ent a n d  r e s e rv e  funds) t h a t  
a re  invested in  c o rp o ra t e  s tocks  a n d  
f in a n c ia l  i n s t i t u t i o n s .  M o re  a n d  
m ore of th e m  h a v e  b e en  in v es t in g  
th e ir  do lla rs  o n  th e  b a s is  o f  m o ra l  
principles.

E ight s t a te  g o v e rn m e n ts  h a v e  a p ­
proved, and  a n o th e r  15 a re  c o n s id ­
ering som e fo rm  of  d iv e s tm e n t  leg ­
i s l a t io n .  S i x t e e n  m u n i c i p a l i t i e s  
hove p a ssed  la w s  r e s t r ic t in g  invest-  

KcnrA nnnrnvpd non­

b in d in g  reso lu t io n s  c o ncern in g  in ­
v e s tm e n t  o f  fu n d s  w i t h  f i rm s  th a t  
do  b u s in e ss  w i th  S o u th  A frica .  A d ­
d i t io n a l ly ,  m o re  t h a n  40 u n iv e r s i ­
t ie s  h a v e  t a k e n  e i th e r  fu l l  o r  p a r t i a l  
d iv e s tm e n t  ac t ion . i

B o th  th e  S e n a te  a n d  th e  H o u s e  of 
R e p r e s e n t a t i v e s  h a v e  a p p r o v e d  
b i l l s  to  im p o se  sa n c t io n s  a g a in s t  
S o u th  A fr ic a  because  o f  i t s  a p a r t h ­
e id  polic ies .  T h e  issue b e fo re  C on­
gress  ’is  h o w  th e  tw o  ap p ro a c h e s  
w i l l  b e  c o m p ro m ised  — h o w  d ra s t ic  
w i l l  t h e  san c t io n s  he? H ow  q u ic k ly  
w i l l  th e y  ta k e  effect?

W ha t  a b o u t  A la sk a ?  W hat cou rse  
s h o u ld  w e  pursue?

A s of  Ju n e ,  th e  S t a t e  o f  A la s k a  
h a d  a  to ta l  c f  $ 1,866,200,000 in  
p r i v a t e  I n v e s t m e n t s  ( c o r p o r a t e  
s tock s ,  c o rp o ra te  bo n d s ,  c o m m erc ia l  
p a p e r ,  in te re s t  b e a r in g  h a n k  d e p o s ­
i ts ,  a n d  rep u rc h a se  ag reem e n ts ) .  Of 
t h i s  a m o u n t ,  $882 m i l l io n  o r  47 
p e rce n t ,  cons is ted  of  s t a te  fu n d s  
in v e s te d  in  b a n k s  a n d  c o rp o ra t io n s  
t h a t  do  bus iness  in  S o u th  A frica .

T h e  m a jo r  A la s k a  In v e s to r  in  
S o u th  A fr ica  r e l a t e d  b u s in e sse s  is 
th e  s t a te 's  G e n e ra l  F u n d ,  w h ich  h a d  
$450.5 m i l l io n  (o r  75 p e rce n t  of  its  
p r iv a te  In v e s tm e n ts  as desc ribed  
above) in  such  in v es tm e n ts .  T he  
A la s k a  P e r m a n e n t  F u n d  h ad  $281.1 
m i l l io n  (or  36 percen t)  In S o u th  
A f r i c a  r e l a t e d  i n v e s t m e n t s .  T h e  
P u b l ic  E m p lo y e e  R e t i re m e n t  F u n d  
w a s  in to  S o u th  A fr ica  to  th e  tq n e  of  
$90.5 m i l l io n  a n d  th e  T each e r  R e­
t i r e m e n t  $59.8 m il l ion .  R e la t iv e ly  
m in o r  in v e s tm e n ts  c am e  f ro m  th e  
P u b l ic  School F u n d  ($800,000) a n d  
U n iv e r s i ty  o f  A la s k a  ($200,000).

A l l  In a l l ,  th e se  f igures  s h o w  a 
p r e t t y  s ig n if ic an t  s t a te  in v o lv e m e n t  
w i t h  b u s in e s s  h a v in g  l in k s  to  S o u th  
A fr ica .  O ne  c an  not,  h o w e v e r ,  n e ­
c e s sa r i ly  h o ld  th e  s t a t e ’s in v e s t ­
m e n t  o ff ic ia ls  responsib le  fo r  th i s  
s t a t e  o f  a ffa ir s .  T he .  po l ic ies  th e y  
fo llp w  a re  designed  to o p t im ize  
In rnm e  w h i le  n ro teo tlne  th e  Drinci-

p le  of  Inves ted  funds. In  som e 
cases, i t ’s  a m a t t e r  o f  p u r su in g  
p r u d e n t  in v e s to r  p rinc ip les ,  in  o th ­
e rs  i t ’s a m a t t e r  o f  s ta te  law .  T he  
q u es t io n  is w h e th e r  we le t i t  go a t  
th a t .

O t h e r  s t a t e s  a n d  i n s t i t u t i o n s  
have ,  o f  course ,  been  in a s im i l a r  
p os i t io n .  Y et,  th e y  h a v e  decided n o t  
to  r e m a in  n e u t r a l  to  the  w a y  th e i r  
m o n ies  m ig h t  be  used  to  sh o re  up  
a p a r th e id .  T h e y  h a v e  •. found  th a t  
t h e i r  m o ra l  s tan c e  h as  no t n ecessar ­
i ly  m e a n t  loss of  income. L o ts  o f  
A m e r ic an  co m p an ies  d o n 't  do b u s i­
ness  w i th  S o u th  A frica  a n d  a re

h ig h ly  p ro f i ta b le .  And- th e  c o m p a ­
n ies  t h a t  h a v e  c o n t in u ed  to  o p e ra te  
th e re  b u t  fo llo w  th e  S u l l iv a n  P r i n ­
c ip les  h a v e  c e r ta in ly  n o t  los t  m o n ­
ey.

In v iew  of  t o d a y ’s w o r ld  e v en ts  
a n d  ac t ions  t a k e n  b y  o th e r  s t a te s  
a n d  p u b lic  in s t i tu t io n s ,  ft is  c e r t a in ­
ly  a p p ro p r ia te  fo r  A la sk a n s  to  a d ­
d ress  th e  q u e s t io n  o f  w h a t  o u r  s t a t e  
po l ic ies  sho u ld  b e  w i th  resp ec t  to  
u s in g  s t a te  fu n d s  to  s u p p o r t  th e  
S o u th  A frican  reg im e  o r  opp ose  i ts  
p ractices .

T h e r e  a r e  v a r i o u s  a p p r o a c h e s  
A la s k a  can  ta k e ,  r an g in g  f ro m  d i ­

v e s t in g  a l l  th e  s t a te  fund  ho ld ings  
f ro m  c o r p o r a t i o n s  t h a t  c o n d u c t  
b us iness  in  S o u th  A frica ,  to  do ing  
n o th ing .  O p t io n s  t h a t  dese rv e  p u b ­
lic s c ru t in y  are:

• M a in t a i n  c u r r e n t  i n v e s t m e n t  
po l icy  (i.e. m a in ta in  fiscal n e u t r a l i ­
ty);

• In so f a r  as  poss ib le ,  em phasize  
In v e s tm e n t  in n o n -S o u th  A frican  
com p an ies ,  b u t  p u t  p r in c ip a l  e m ­
p h a s is  on  m a x im iz in g  incom e;

• D on’t  d iv es t ,  b u t  v o te  P e r m a ­
n e n t  F u n d  and  o th e r  s t a t e  s tock s  
a g a in s t  a p a r th e id ;

• In v e s t  on ly  in  c o m p a n ie s  t h a t  
h a v e  a c t iv e ly  ad o p te d  th e  S u l l iv a n  
P r in c ip le s  a n d  h a v e  rece ived  h igh  
ra t ings ;

• A c t iv e ly  purr;ue a n d  s t re n g th e n  
th e  S u l l iv a n  P r in c ip le s  - fo r  e x a m ­
p le ,  e s ta b l i sh  spec if ic  goa ls  w i th  
t im e lines ,  a n d  if  th e  r e s u l ts  a re  n o t  
m e t  — th e n  d ives t;

• D iscon t inue  n e w  in v e s tm e n ts  in 
S o u th  A frica  r e la te d  b u s in e sse s  and  
d iv e s t  a l l  o r  a p o r t io n  of  s t a t e  fund  
in v e s t m e n t s  in  c o r p o r a t i o n s  a n d  
o th e r  f i rm s  th a t  do  bus iness  in  o r  
w i th  S o u th  A frica .

T h e re  is no  u g re em en t  as to  the  
pol icy  o r  c o m b in a t io n  of  po l ic ies  
th a t  sh o u ld  g u ide  s t a te  in v e s tm e n ts  
re la t in g  to  S o u th  A frica .  T h e  one 
th in g  t h a t ' s  c lea r ,  h o w e v e r ,  Is th a t  
th is  is a n  a p p r o p r ia te  sub jec t  for 
p u b l ic  concern ,  p u b l ic  discussion,  
a n d  p u b l ic  action.

T h e  H ouse  S ta te  A f fa i r s  C o m m it ­
te e  h a s  schedu led  a p u b l ic  h e a r in g  
on  th e  su b jec t  fo r  T u e sd a y ,  S ep t .  10 
a t  th e  A nchorage  L e g is la t iv e  Af­
fa i rs  Office. I t  i s n ' t  o f te n  t h a t  we 
h a v e  an  o p p o r tu n i ty  to  do  so m e­
th in g  a f f i rm a t iv e  a b o u t  an  in t e r n a ­
t io n a l  issue  o f  o v e r r id in g  m o ra l  
concern. In  th e  c ase  of  s t a te  policy 
to w a rd  a p a r th e id ,  w e  h a v e  such  an 
o p p o r tu n i ty .  So i t ' s  up  to  A la sk a n s  
to  act. I t r u s t  w e  w ill .

□ Vic Fischer Is an Alaska 
tor from Anchorage.
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A nchorage  M a y o r  T o n y  K n o w les  T u e sd a y  jo ined  Assem- 
J b ly w o m a n  J a n e  A n g v ik  a n d  ca l led  fo r  w i th d r a w in g  any  

c i ty  funds  in v e s te d  in  S o u th  A fr ica  to  p ro te s t  th a t  
c o u n t r y ’s a p a r th e id  policies.

K now les  h as  o rd e re d  a re v ie w  of  c i ty  in v e s tm e n ts  and

does bus iness .
T he  c ity  does n o t  p u rc h a se  s tock ,  so K n o w les  s a id  he  is 

co n f id e n t  th e re  a re  no d i re c t  in v e s tm e n ts  in  S o u th  Africa .  
B u t  m o n ey  in v e s te d  in  s h o r t - t e rm  cer t i f ic a te s  of deposi t  

"  a n d  t r e a s u ry  n o te s  cou ld  be  h e ld  b y  a  b a n k  w h ic h  has 
• - S o u th  A fr ican  in v es tm e n ts .

‘‘T h ro u g h o u t  th e  w o r ld ,  in d iv id u a l s ,  o rg a n iz a t io n s  and  
g o v ern m en ts  a re  t a k in g  s tep s  to  convey  th e i r  o p p os i t ion  
to  th e  h a rd - l in e  a p p ro a c h  of  th e  B o th a  g o v e rn m e n t ,"  th e  
m a y o r  w ro te  in a m e m o ra n d u m  to th e  assem bly .

" T h e  issue  of  S o u th  A fr ica  is an  issue  w h ich  affects  us 
r -  a l l  as A la s k a n s  a n d  A m e r ic an s .  I t  is a p p r o p r ia te  fo r  ev ery  

local g o v e rn m e n t  to  s p e a k  o u t , ” he  sa id .
K n o w les  a sk e d  th e  a s s e m b ly  to  in t ro d u c e  a  re so lu t io n  

' s u p p o r t in g  d iv e s tm e n t .

Knowles orders search 
South Africa ties

th e  in v e s tm e n t  po l ic ies  of th e  b a n k s  w i th  w h ic h  th e  c i ty
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Fund divestment considered
by Dean Fosdiek 
Auoclilcd Press

JUNEAU — The Alaska Permanent 
Fund Corp. board o f directors is studying 
the possibility o f dropping investments in 
companies having South African connec­
tions.

Dave Rose, the corporation's executive direc­
tor, said today the trustees are doing their home­
work oil Ihe question because they expect the issue 
will surface during the next legislative session.

A number of groups across the country are urg­
ing that states and universities begin a phased-in

Board questions South A frica ties
withdrawal of the investments as a sanction 
against South Africa for its apartheid racial poli­
cies.

Cities, towns and states have billions of dollars 
lied up in investments, primarily in public-em- 
ployee pension and trust funds. Universities also 
have millions in endowments that are invested.

“We have no direct involvement hi South Africa 
because we’re precluded by law from foreign in­

vestments," he said. "What we’re talking about 
here is investments in major U.S. companies."

As of Oct. 31, the permanent fund had invest­
ments worth $434 million in companies doing busi­
ness in South Africa. That's the result of $398 mil­
lion in costs, Rose said.

“So if we were to disinvest today, we’d realize 
over $'15 million in profits," he said. "But that 
would open the potential for a substantial opportu­

nity loss that could be as much as $500 million o\ 
ttie next five years."

That would be on money earned from die anti 
pated growth of those companies, Rose said.

"The trustees have not made a decision," 
said. "Obviously, we have not been directed to d 
invest. There are issues on both sides."

But Rose said the managers of Alaska’s $7.9 t 
lion oil wealth savings account try to steer clear 
foreign policy.

“We don’t do social and political investing 
Rose said. "The fund is straight financial inve 
ing."

j  m . j m i  v i * ,  t i .
— U .

' I .  11
w - ' iq. .i,

I - r l  at;

C A P E  TOWN, Soqth A frica  (A P)  
— P res iden t  P.W. Botha today told 
P a r l i a m e n t  his v g o v ernm en t  will 
en a c t  law? this  y e a r  to ex tend  c it­
izenship and  p rope r ty  r igh ts  to som e  
b lacks and  to  involve b lacks In deci­
sion-making.

Botha sa id  the  g o v ernm en t  also 
will s c r a p  som e  contro ls  , op black 
m o vem en t  Into arOas r e s e tv e d  for 
w hites  a n d  will rep lace  the  pdsscs 
b lacks  m u st c a r r y  in w hite  a r e a s  
with a  com m on  identity  docum ent 
fo r  all races .  ,

P re s s u re s  have  inc reased  a t  hom e

\ w r ~  | r W ® l  ^ ^ r i c t i b n s
•' M d ^ r w d o n ^ t h p ' s g o v e f n m e n t t o  ^ T ^ t a t u t d f y  council,"  Including* * f o ; C a p t .  Wynand du  Tolt] a  South 
, r e fo rm  apar th e id ,  the  sy s te m  of ra- a a v e m m e n t  officials, offic ials from  .’ 'vAh-o-nn „

V
i .> < j  o iaiu ivijf tu u ticu , uii.iuuiiig lO FiLapi, WVUQnCl all lOlt FI SOlitil

,, r e fo rm  apa r th e id ,  the  sy s te m  of ra- .go v e rn m en t  officials, officials from  ,-I1 A fr ican  com m an do  cap tu ’red  in a
Clal seg reg at ion  th a t  em pow ers  self-governing/  (b lack )  hom elands 4  failed raid in A ngo la /

■ftnd leaders  of o th er  b lack com m u- ",5 e 'T h e  pledge to give all r a c e s  a say$oitth A fr ica 's .  5 million w hites  to  
d o m in a te  24 million voteless blacks.

In h is  speech  delivered  to the 
opening session of P ar l iam en t ,  which 
is. s e p a ra te d  into, c h a m b e rs  for 
vV f | i t^ , i ,p e o p ^  tnlxed' r a c e  and  1 
those c lassified a s  Asians, Botha said 
his go v e rn m en t  would m a k e  good on 
p rev ious p rom ises  to re fo rm  a p a r t ­
heid, which he  labeled  "o u td a te d .”

T h e  pres iden t sa id  he  in tended to 
nego tia te  “ the  es tab l ishm en t  of a  na-

nities a n d  In terest g roups .”  . • 1, i 5 g o v e rn m e n t  w a s 1 “ p leasing  to the
The  council, under  his ch a i rm an -  • fca f  b u t  we will have  to wait a n d  se e  

ship, would “advise  on m a t t e r s  of i ' -  w h a t  su b s tan c e  this is given in te rm s  
com m on  concern,  Ipcliidlpg p roposed  b f ' 4 h e  g o v e rn m e n t’s legis la tive  pro- 

•• legislation.”  !..«;• ( . . .  I n g r a m  and  c han ges  lp  policy,”  Slab-
In  a lust-mliiute add  tion, B o th d t r  ip e r t  saiki.. - » V  ; .  /  • 

a lso sa id  he w as  p re p a re d  to c oas lde r  ] - p h y s i c i a n  D r ,  N tha to  M otlana, a 
re leasing black guerri lla  le ad e r  Net- c o m m unity  le a d e r  in Jo h an n es b u rg 's  
son M andela In re tu rn  for freedom  black township of Soweto, descritjed 
for two Soviet dissidents, Andrei Sak- .1 tlfe p ack ag e  a s  " f a r  short  of expecla-  
harov  a n d  Anatoly Shcharansky , and  *'•' *•turns.’

/• ill.
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BACKG RO UN D

The Alaska legis la tu re has established a number 

of public funds. They include a fund for the invest ment 

of surplus rev enues of the State,_L/ a Teachers' Retir em ent 

F u n d i y , a Public Employees' Retir e me n t Fundi/, and the 

Alaska Permanent Fund (the " F u n d s " ) .ii/

The Funds are quite dif fe rent from one another 

in terms of the groups that have an interest in the money 

held. For example, the surplus public funds are held in a 

r ev ol ving fund for cash receipts temporarily unneeded for 

State purposes. The Public Employees' and Teachers' R e t i r e­

ment Funds are public versions of de fined benefit plans: 

the value of the retirees' interests do not fluctuate with 

investment performance. While the Permanent Fund has no 

direct beneficiaries, the Fund was created as a heritage  

for the people of Alaska. The Alaska State Con s ti t ut io n  

provides for all income from the Fund to be paid to the 

general fund of the State Treasury.!./ Net gains from 

the sale of securi ti es  are added to the Fund .A/

1/ AS §§ 37 .10 .070 e t . s e a .

1/ AS §§ 1U .25 . 180 e t . s e a .

3/ AS §§ 39 .35 .010 e t . s e q .

1/ A.S §§ 37 .13 .010 e t . sea.

5/ Art• • IX, > 15; AS 5 37.13.140.

1/ AS § 37. 13. 130.



The retirement funds are financed by c o n t r i b u ­

tions from public employers. Contributions to the Permanent

Fund come p r in ci p a l l y  from a percentage of the mineral 

revenues received by the State of Alaska. The Permanent 

Fund is admin i st er ed  by a separate p oration within the 

Department of Revenue, and the r e s p o ns ib il it y  for managing 

its assets is vested in the c o r p o ra ti on 's  board of trustees. 

The other Funds are managed by the Depart me nt  of Revenue.

The State legislature has provided a list of 

p ermissible investments (and, in some cases, investment ob­

jectives) for each Fund. The investment practices of each 

Fund are further circumscribed by a sta t ut or y prudent in­

ve stor rule which is v ir tually identical for each Fund. The 

following fo rmulation was adopted for the Permanent Fund:

The prudent-man rule shall be applied by the board 
in the management and investment of Alaska permanent 
fund assets. The prudent-man rule as applied to 
investments of the corporation means that in making 
investments the board shall exercise the judgment 
and care under the circumstances then prevailing 
which an institutional investor of ordinary prudence, 
discretion, and intelligence exercises in the m a n ­
agement cf large investments entrjsted to it not in 
regard to speculation but in regard to the permanent 
d is position of funds, considering probable safety of 
capital as weli as probable income.X/

The relevant statutes also contain various provisions re­

quiring d iv er si fi ca t io n of the Funds.

1/ AS § 37.13-120.
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This m e m o r a n d u m  expi ores the evolution of the 

prudent investor standard from the original common law 

notion, which was designed for testamentary trusts with 

s eparate life estate and remainder interests, to the c u r ­

rent formulation of the rule as it applies to institutional 

inves tm en t managers. It also discusses briefly the a p p l i c a ­

tion of the rule to modern portfolio theory, investing in 

an inflationary environment, exotic financial instruments 

and "social investing."

SUMMARY

In the nineteenth century, the courts embraced 

the idea that certain investments (such as "raw" land) were 

imprudent per s e . That approach was developed in the c o n ­

text of surcharge proceedings for defaulting trustees who 

were subject to su pervision only at infrequent intervals 

and well after the investments had been made and turned sour 

I nflexible rules reflected the emphasis on preserving the 

corpus of the trust for the holder of the remainder interest 

Present views of the prudent investor rule reflect 

a clear shift away from the per se approach. The rule of 

prudence is flexibly interpreted by nearly all j u r is di c­

tions, particularly in the context of public and private 

pension funds and other institutional investors. F o r  those

3



investors, portfolio design and strategy have replaced the 

individual investment dec is io n as the primary focus of the 

rule of prudence. The emphasis on the portfolio as a whole 

has been accomp an ie d  by a strong emphasis on the investment 

m a n a g e r ’s procedures: whether he considered the correct

factors, made an approp r ia te  investigation, and came to a 

c on cl us io n that was consistent with the overall objectives 

and s t rategy of the portfolio. In many cases, investment 

man a ge rs  have been required to justify the reasonableness 

of their investments in advance and in writing. The place 

of a proposed investment in the mosaic of the pert folio must 

be articulated. Unusual investment instruments o r  strategies 

require a greater degree of care in analysis and explanation.

Both the prudent investor rule and the specific 

language of the Alaska statutes require that current high 

rates of inflation be taken into account in choosing i n v e s t ­

ments. Because of the disparate treatment of interest in­

come and capital gains in the Permanent Fund, the need to 

preserve capital could distort the investment patterns of 

that Fund unless the legislature decides to recontribute a 

large portion cf the Permanent Fund's income.

The prudence of investments in instruments like 

financial futures, options, precious metals and the like 

is wholly a function of tne manner in wnicn the investment



is mace and how it relates to the portfolio. It is unlikely 

that investments in such i ns truments would be regarded as 

imprudent per s e . They are capable of being used in both 

a highly c o n se r va ti ve  and a highly speculative manner.

"Social investing" is a m urky term that has been 

used to cover a mul t it ud e of d if f erent nonfinancial c o n ­

siderations. In the case of the retirement funds, this 

p ractice may raise questions concern i ng  the duty cf loyalty. 

Moreover, since the prudent investor rule refers to f i n a n ­

cial prudence, any d ep arture from the goal of maximizing 

economic return and p reserving capital in favor of c o l ­

lateral benefits, social or otherwise, is suspect. On the 

other hand, if the choice among otherwise relatively equal 

investments is simply influenced by nontraditional c on­

siderations, then such social investing is more likely to 

be acceptable under the prudence standard.

It should be emphasized that the Alaska f o r m u l a ­

tion of the prudent investor rule appears to contemplate 

broad prerogatives for the investment manager. Rather 

than referring to the "ordinary" prudent man of the tradi­

tional rule, the Alaska rule applies to the prudent "in­

stitutional investor" ma naging "large investments." M o r e ­

over, prudence is to be judged "under the circumstances 

then prevailing" for i nstitutional investment.
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This language reflects the same view of the law 

as the prudence g ideli.nes formulated under the model U n i ­

form Management of 1. sticutional Funds Act and tho Employee 

Retirement Income S e c u r * fcy Act enacted by Congress in 1974. 

Both statutes were intendea to grant great investment fl e xi ­

bility and to avoid relegating the investment manager to 

the most c o n se rv a ti ve  and traditional forms of investment.

DISCUSSION

Tte Common Law ? r u cent Man Rulo 

In 1830, the Supreme Judicial Court of M a s s a c h u ­

setts announced a standard for fiduciary conduct which is 

the common law basis for judging the actions of investment 

managers today. Justice Samuel Putnam, writing in Har yard 

Collece v. A m o r v ,j./ applied the rule of prud:.oce to protect 

a trustee who had been sued by the trust's remaindermen after 

the value of trust assets declined from $50,000 to $38,000. 

The court stated:

All that can be required cf a trustee to invest, 
is, that he shall conduct himself faithfully and 
exercise a 3cund discretion. He is to observe how 
men of prudence, discret io n and intelligence manage 
cheir own affairs, not in regard to speculation,

1/ 26 Mass. 4d6 ( 1330) .
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but in regard to the permanent disp os it io n of their 
funds, c on sidering the probable income, as well as 
the probable safety of the capital to be i n v e s t e d .2/

As stated in the Harvard College case, the prudent in 

vestor rule is a flexible guideline for trustee behavior which 

recognizes, in Just ic e Putnam's words, that "[d]o what you will 

the capital is at hazard. "12./ A trustee satisfies the rule 

with regard to a particular investment if he decides to invest 

only after making a "prudent" judgment based on known or 

fo reseeable facts as of the time of the decision.11/ In 

general, a trustee will not be charged with an investment's 

subsequent poor performance, provided that the original d e ­

cision to invest was undertaken reasonably and in good faith.

Prudent decision ma ki ng  for a trustee, however, 

entails greater caution than what might be expected of a 

private investor.12/ Although individuals often engage 

in speculation, the trustee is not only duty-bound to con­

sider the yield of his prospective investments, but must

2/ 26 Mass, at 461. See The Restatement of Trusts (Second)
§ 227 (1959), which adopted a vi r tually identical v e r ­
sion .

11/ Matter of C l a r k , 257 N.Y. 132, 177 M.S. 397 (1931).

12/ King v. T a l b o t , HO N.Y. 76, 86 (1869); III A. Scott. 
The Law of Trusts § 227 (2d e d . 1956) (hereinafter 
referred to as "Scott").
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also avoid risks, even seme potentially profitable ones, 

that are i nc om patible with his obligation to safeguard the 

property of o t h e r s .* 3/ Trustees must investigate 

the safety cf a proposed investment as well as its probable 

income. The trustee must exercise "reasonable care" and 

also a "reasonable degree cf skill" in his i n v e s t i g a t i o n .11/ 

While a trustee may not rely exclusively on the i n ve stiga­

tions of others, similar investment decisions by other 

f iduciaries suggest that a trustee has acted prudently.

And a trustee must display undivided loyalty to the trust 

beneficiaries .JJL/

Courts have applied these ruies separately to 

each investment decision cf the trustee. Overall good 

perfcrmar.ee of the portfolio was not a defense to a charge 

that or.e of its components had violated the rule of prudence. 

This focus or. individual investments led to the notion that 

certain types of investments were imprudent per s e . For ex-

1 :■ "It, therefore, does not follow, that, because prudent 
man may, and often do, conduct their own affairs
,vith the hope of growing rich, and therein take the
hazard of adventures which they deem hopeful, trust­
ees may do the same; the preservation of the fund 
and the procurement of just income therefrom, are 
primary objects of the creation of the trust itself, 
and are to be primarily regarded." King v. T a l b o t ,
UC N.Y 76, 66 ( 1369) .

1u / See Scott at §§ 227.1 and 227.2.

1 5 /  I b i d .
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ample, in King v. TalbotJA /  the New York Court of Appeals 

h el d that it was inherently imprudent for a trustee to p ur­

c h as e common stock. The trend towards limiting trustee d i s ­

c r e t io n reached an apex when many states defined categories 

of prudent investments by statute (or by intransigent a p ­

pl ic at io n of judicial precedents). These "legal lists," 

a l on g with restrictive judicial in te rp re ta t io n of terms in 

the trusts themselves, severely restricted the scope of 

lawful investment decisions. Unlike the Alaska statutes, 

the legal lists completely disolaced the prudent investor 

r u l e .

Modern Evolution of the Prudent Man Rule

The twentieth century has seen dramatic changes 

in the nature and structure of investment management. As 

late as the first twenty years of this century, the i n v e s t ­

ment management activities of banks were largely confined 

to traditional personal trust services. Since that time, 

however, there has been a revolution in the i n s t i t u t i o n a l i ­

z a t io n of private savings. Institutional trading on the 

New York Stock Ex change was recently reported to have reached 

the 6 6 %  level. Between 1960 and 1973 alone, the value of the

! £/ *10 N.Y. 75 (1369 )
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assets of private noninsured pension funds rose from $6.5 

billion to over S230 billion. Life insurance companies 

managed an additional $120 billion in pension reserves at 

the end of 1973. The social concerns of the Great D e p r e s ­

sion have resulted in ar. enormous new class of customers 

for investment m anagement —  trusts established to fund 

employee pension, p r of it-sharing and other benefit plans. 

Just as the structure of investment managem en t has changed, 

the legal rules have evolved to acco m mo da te  the changes.

Two dev el op me nt s are of special importance: a shift in

focus away from individual investments to the portfolio as 

a whole, and a shift in the initiative for developing the 

prudent investor rule away from the courts to legislatures 

ana a d m i n is tr at iv e agencies.

Judicial Developments

The Mew York Court of Appeals, which had held i n ­

vestments in common stock to be imprudent per se in 1869,17/

wrote the following in 1974 in the leading Splt ae r  case:

The record of any individual investment is not to 
be viewed exclusively, of course, as though it 
were in its own w a te r- t ig ht  c o m p a r t m e n t , since 
to some extent individual investment decisions 
may properly be affected by co ns i de ra ti on s of the 
performance of the fund as an entity, as in the 
instance, for example, of individual security de-

10



cisions based in part on c o n s i de ra ti o ns  of diver- 
sification of the fund or of capital transactions 
to achi ev e  sound tax planning for the fund as a 
whole .i^./

The court hastened to add that

The focus of the inquiry, however, is n o n e ­
theless on the individual security as such 
and factors relating to tne entire portfolio 
are to be weighed cnly with others in r e v i e w ­
ing the prudence of the particular investment 
decisions ..Li/ (emphasis added)

The trustee argued that its conduct should not be questioned 

beca us e the value of the portfolio had increased. That a r g u ­

ment was rejected because "[t]o hold to the contrary would 

in effect be to a ssure fiduciary immunity in an advancing 

market . . . ."£2./ In short, the court refused to w i t h ­

hold liability for an individual act of i mp ru de nc e merely 

because the portfolio as a whole increased in value.

Reflecting on this Court of Appeals decision, 

another New Yo rk  judge wrote: ''In view of this latest

p r o n ou nc e me nt  . . . [t]he overa l l p er fo rm an ce  of the common

trust fund in this case is a factor to be weighed along

18/ In re
32 3 U

1 1 / Ibid.

20/ Ibid.
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with others in reviewing the prudence of individual i n v es t­

ments . "2J./

These cases reflect an ambiguity in the meaning 

of the idea cf examining the whole portfolio. The Soitcer 

case is gen er al l y regarded as having rejected the notion 

that it is the performance of the portfolio as a whole 

that is the u ltimate yardstick for judgment. The opinion 

reaffirms that it is the trustee's conduct, not its i n v e s t ­

ment p e r f o r m a n c e , that is tested by the rule of prudence. H /

Nevertheless, there is another sense in which a 

focus on the portfolio as a whole serves as a rule of conduct 

That is, in judging whether a particular investment is pru­

dent, the t r u s t e e ' 3 investment judgment is to be measured 

in terms cf how that investment relates to other aspects 

of the portfolio. For example, a short sale may be viewed 

as a highly speculative bet that the market price of a s e ­

curity will decline. But a short sale as part of a broader 

strategy of hedging locks quite different. And a short 

sale "against the box" —  i.e., a sale of a security that

sL1/ In re Morgan G uaranty Trust Co. of M . Y . , 39
Misc. 2c i G o o , 39c ]i.:.5.2d 7c 1, 7o4 vSurr. Ct.,
N.Y. C t y . 1977).

---/ See generally, Cohen, The S ui ta p i l i t y  Buie and
Eco ;omio T h e o r y , 30 Yale L.J. 1c04 (1971); Williams, 
The F ruoent Man Rule of the Pension Reform Act of 
197-, 31 B u s . L a w . 99 ( 1975) .
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is owned but is not delivered immediately -- may be a highly 

c o n s er va t iv e way of locking-in a profitable position.

Modern portfolio theory, with its distinctive 

view of investment risk, has been responsible for the shift 

in focus to the overall portfolio and away from the in­

d i v i du al  investment as a mea su re  of trustee prudence. This 

theory calls upon the investor to formulate performance 

o b je ct iv es  for the portfolio as a whole, and then to choose 

an array of investments to di v er si fy  away those risks which 

can be dealt with by d i v e r s i fi ca ti on  (ccmpany-specific 

risks) and to deal with systemic risks (those which reflect 

broad economic trends and financial market movements) by 

allocating a portion of the portfolio to investments that 

are less sensitive to systemic changes. It is not that 

the characteristics of an individual security are not im­

portant. Rather, that a security with given c ha racteris­

tics (e.g. , gold stocks) may be chosen because of the 

relations;-' o of the expected p e rf or m an ce  of that security 

to that of other investments in the port folio .ill/

Thus, modern portfolio theory poses two important 

c o n s i de r at io ns  for the prudent investor rule: first, it

undermines the logical basis of the Spitzer case in emphasizing

2 3 / Bines, The Law of Investment M a n a g e m e n t , Chapters 6 

and 7 ( 1 9 7 8 ) ^



that the port:'die is the relevant asset -- its expected 

perfo rm an ce  arc not tr.at of ar.y particular investment or 

inves t me nt s is what counts. C-ccr.a, effective portfolio 

design actually requires the trustee to emphasise overall 

risk in the portfolio. Under this theory, then, the trustee 

should first weigh an investment's risk of loss against 

its expected return and then assess "the m arginal effect 

on total portfolio risk of acquiring eacr. security."^!/

The principal proponents of r.ocerr. portfolio 

theory tc date have been legal commentators and agency 

a d m i n i s t r a t o r s , r.ct courts. Consequently, for n o m n s s i t u -  

ticna. trusts, trustees must continue to se concerned with 

being challenged about the risk of loss of ir.sividual in­

vestment:. N e v e r t n e l e s s , in those challenges, trustees 

have fared relatively well. The courts have recognised

that

a trustee is neither insurer nor guarantor of 
the value cf a trust's assets. A. trustee's per­
formance is not judged by success or failure --
i.e.. right or wrong -- and wr.iie negligence may 
result in liability, a m er e  error in judgment 
will not. lieitner prophecy nor prescience is ex- 
oected cf trustees and their performance must be 
judged not by hindsight but by^facts which existed 
at the time cf the o c c u r r e n c e .£2/

ii/ Note. The Regulation :f Risky i n v e s t m e n t s , 33 Harv 
L . ?. e v . o 3 3 , t j I 7 0;.

2 5 / Stark v. United States Trust Co. of !iew Y o r k ,
d 5  F. Sup?, o.'j, o7d-79 C s T O T d  1 9 7 b ) {foot- 
r.otes omitted).
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For private trusts, a trustee's conduct is likely 

to be found prudent if he considers (along with the tradi­

tional factors of risk and income p r o d u c t i o n ) , and acts on 

the basis of the following cr iteria (to the extent appli­

cable):

(1) ma rketability of the particular investment;

(2) length of the term of the investment;

(3) probable duration of the trust;

(4) probable condition of the market with respect 
to the value of the particular investment at 
the termination of the trust, especially if at 
termination, the investment must be converted 
into money for purposes of distribution;

(5) probable conditions of the market with respect 
to reinvestment at -the time when the particu­
lar investment matures;

(o) ag gregate value of the trust estate and the 
nature of the other investments;

(7) requirements of the beneficiaries, particu­
larly with respect to income needs;

(8) other assets of the beneficiaries including 
their earning capacities;

(9) effect of the investment in increasing or 
d iminishing liability for taxes; and

(10) likelihood of inflation.^./

The Restatement of Trust (Second) j 227, Comment at 

535 (1959).
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Naturally, to establish compl ia nc e with the prudent 

investor ruit , the trustee must demons tr at e that he in fact 

considered and acted upon these criteria. Thus, a trustee 

is advised tc keep records and other tangible evidence of 

close factual review and financial a n a l y s i s .— / "[T]he 

trustee's Common Trust Fund C o a m t t e e C  ' s ] . . . decisions 

with respect to p u r c h a s e , sale and retention of securities 

in the fund were augmented by the minutes, re commendations 

and pertinent reports supplied by the t r u s t e e ' 3 Investment 

Research Department, its E c o n o m i s t 1s Department, and its 

Common Stock C o m m i t t e e . "11/ Yr.at appears from the cases 

is that if the trustee (1) super v is es  his investments, and 

studies the market. (2) makes d e l i b e r a t e  investment j u d g ­

ments pursuant to information he has collected, digested 

and recorded, and provides a legitimate rationale for

making the investment, then the trustee'.1- decisions will 

not generally be deemed imprudent.

In sum, the modern prudent Investor rule chiefly 

recuires dilicence and informed del ib e ra ti on  on the part

:12/ Stark v. United States Trust Co. of view Y o r k , 445
:. Supc. oTO (, 5 . D .N .: . 1973 J ; In re Morgan Gua ra nt y  
Trust C c . of New 'fork, 39 MiscT 2c 1 C o c , 5 vo N.!.S.2d 
7c * viurr. Ct., . T. Cty. 1977).

££/ in re Morgan Guaranty Trust Z o . of New Y o r k , s u p r a , 
39o N . 1. is.2d at 7 0 6”.
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of trustees. The process leading to an investme nt  decision, 

ar.d not so much the de c is i on  itself, is critical.

Le gi s l a t i v e  and Ad m in i st r at iv e  
D e v e lo p me nt s________________________

The prudent inve stor rule was develop ed  as a 

s ta nd ar d for the m an a ge m en t  of private trust funds. The 

rule sought to re c oncile  the often co nf licting  in terests 

of life tenants and r e m a i nd e rm en  by balan ci ng  m a x i m i z a t i o n  

of trust income against p r e s er v at io n  of principal. This ■ 

co n s e r v a t i v e  balance  struck by the prudent man rule assured 

co nt e n d i n g  be nefici ar i es  of the trustee's impartiality.

3ut such a conflict among beneficia ri es  is not 

a factor in many of the new forms of trusts —  u n iv e rs it y  

en dowment funds and employee pension funds, for ex ample —  

that typically do not te rminate and have no r em aind er me n 

to whom pr incipal would ev en t ua ll y  be distributed. M o r e­

over, whereas private trusts us ually rec ei ve  only one c o n­

tribu tion of cap i ta l  (at the c reation  of the t r u s t ) , these 

newer forms of trusts c h a r a c t e r i s t i c a l l y  receiv e addit ional 

capital in fusions throughout their lifetimes.

For many of- those funds, like employee defined 

benefit plans, the objective is to earn a sufficient re­

turn to reduce the burden of emp loyee co nt ri b ut i on s  to the 

lowest level consistent with a ss umption of a degree of

17



risk compatible with safeguarding the fund. In the case

of defined cont ri bu ti o n plans, pr o fit-sharing plans and 

endowments, the focus is even mere sharply upon the degree 

of risk assumed. The higher the income the more the b e n e ­

ficiary of the fund benefits. But like the Permanent Fund, 

the basic corpus must be safeguarded for the future.

This shift in the nature of trusts from an in­

d ividual to an institutional setting has seen reflected 

ir. new formulations of the prudent investor rule in the 

Congress and state legislatures. The process began when 

the Congress in the Tax Reform Act cf 1 9 6 9  adopted special 

rules for private foundations. While the law does not 

incorporate a prudent investor rule per _se, Section UGdd 

prohibits any investment "in such a manner as to jeopardise 

the carrying out of any of its exempt purposes." The r eg­

ulations under Section dgdd repiicate the approach of the 

Soitzer case, emphasizing individual investments but moving 

toward co nsideration of the portfolio as a whole:

In the exercise of the requisite standard of care 
ar.c prudence the foundation managers may take into 
account the expected return (including both income and 
a ppreciation of capital), the risks of rising and fall­
ing price levels, and the need fcr d iv er si fi c at io n 
within the investment portfolio . . . .  The d e t e r ­
mination whether the investment of a particular amount 
jeopard.zes the carrying out of the exempt purposes 
of a foundation shall be made on an investment by in­
vestment basis, in each case taking into account the 
foundation's portfolio as a wnoie. No category of in­

18



vestments shall be treated as a per se vi ol at io n of 
section 4944 .29/

The next step was the promulgation in 1972 by 

the Commiss io ne rs  on Uniform State Laws of the Uniform 

M anagement of Institut io na l Funds Act ("UMIFA"). It has 

been enacted in just over half of the states and the 

District of C o l u m bi a (but not Alaska), and was d esigned to 

restate the prudent investor rule's application to u n i v e r ­

sity e.ndowmerts and similar institutions. Section 6 of th 

UMIFA provides the following standard of conduct:

In the a dm in i st ra ti on  of the powers to a p p r o ­
priate appreciation, to make and retain investments, 
and to delegate investment management of inst it u­
tional funds, members of a governing board shall exer 
cise or di na r y business care and prudence under the 
facts and ci r cu mstances prevailing at tne time of the 
action or decision. In so doing they snail consider 
icr.g and short term needs of the institution in carry
i.ng out its educational, religious, charitable, or 
other elee m os yn ar y purposes, its present and a n t i c i ­
pated financial r e q u i r e m e n t s , expected total return 
on its investments, price level trends, and general 
economic conditions.il/

The Commissioners' Comment adds:

The section establishes a standard of care 
and prudence for a memb er  of a governing board.
The standard is ge ne rally comparable to that of a 
director of a business corporation rather than 
that of a private trustee, but it is cast in terms 
of the duties and r e sponsibilities of a m a n ag e r of 
a nonprofit i n s t i t u t i o n . 1 1 /

12/ 26 C.F.R. § 53 .4944-1 ( a ) (2) (emphasis added). 

1 9 /  I n  Uniform Laws Annotated 421 (emphasis added).

11/ I b i d .
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The final step came in 1974 with the adoption 

of the Employee Retirement Income Security Act of 1974 

(" E R I S A " ) .li./ Under Section 4C4, pension plan fidu­

ciaries are required tc discharge their investment dut_es

with the care, skill, prudence, and diligence 
under the c i rcumstances then prevailing that a 
prudent man acting in a like capacity and familiar 
with such matters would use in the conduct of an 
enterprise of a like character and with like aims.11/

E R IS A also requires fiduciaries tc (a) act for the e x cl u­

sive purpose of providing benefits to plan participants 

and beneficiaries (a restatement of the common law duty 

of loyalty), (b) abide by all provisions in the plan 

do c um en ts  which are not inconsistent with ERISA, and (c) 

d i v e r si f y plan assets where it would be prudent to do 

s o .11/ It is clear that Congress intended to carry 

the common law prudent investor standard ov>r into ERISA, 

but with changes to reflect the institutional environment 

in which it would function. The accounts for the emphasis 

on a prudent man "in a like capacity," and an enterprise 

of cf "like c h a r a c t e r ." H /

32/ 29 U.S.C. $5 1001-*331 0 9 7 6 ) .  \

H /  ERISA ? U04(a)(1)(B), 29 U.S.C. 5 1104(a)(1)(B) 
(1976).

11/ See generally ERISA 5 404, 29 U.S.C. § 1104 (1976).

35/ Note, Fiduciary Standards and the Prudent Man Rule
Under the Employee Retirement Income Security Act of 
1974, bd nary. L. Rev. 960, 9b7 (1975).
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The Department of Labor undertook an extensive 

process cf public comment and debate in giving content to 

S e c ti on  404 in r e g u l a t i o n s .36/ As a consequence, the 

regulations represent the best contemporary standard for 

the application of the prudent investor rule to modern 

i nvestment management.

Under the regulations, three important elements 

stand out: First, no investment decision is oer se prudent

or per se i m p r u d e n t . Second, the prudence of an investment 

de ci si on  is judged in the context of overall portfolio d e ­

s i g n . Finally, the prudence of an investment depends on 

c ons id er at io n  of the portfolio's (a) d i v e r s i f i c a t i o n , (b) 

current retur: relative to the plan's cash flow r e q u i r e ­

ments, and (c) projected return relative to the p l a n 1s 

funding o b j e c t i v e s .

In marked contrast with practice under the 

traditional rule, no investment under ERISA is judged 

in isolation. "Rather, it is the Department's view that 

an investment r e as on ab ly  designed —  as a part of the p o r t ­

folio —  to further the purposes of the plan, and that is 

mace upon appro pr i at e c o n s id er at io n  of the surrounding 

facts and circumstances, should not be deemed to be impru-

36/ 44 Fed. Reg. 37221 (June 26, 1979).
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dent m e rely because the investment, standing alone, would 

have, for example, a r elatively high degree cf risk."ll/ 

Ins t ea d of focusing only on the risk of capital less for 

each investment, the pension plan investment manager must 

"give ap propriate consideration" tc his plan's "relevant 

facts and circumstances": the plan's cash flow requ ir e­

ments, its long term objectives, the amount of its assets, 

e t c .

The Labor D epartment has indicated that its final 

r eg ul a t i o n  cons ti tu t es  only a "safe harbor" for fiduciary 

d e ci si onmaking. Even investment activities which do rot 

c o m p l y  strictly with the r egulation may also satisfy the 

p ru de n c e  requirement of the statute.

The operative portions of the regulation read 

as follows:

"(b) Investment D u t i e s . (1) With re­
gard to an investment or investment course of 
action taker, by a fiduciary of an employee bene­
fit plan pursuant to his investment duties, the 
requirements of section 4 0 4 ( a ) (1) (3) of the Act 
set forth in subsection (a) cf this section are 
satisfied if the fiduciary (A) has given appro­
priate c o n s id er at io n  to those facts and circum­
stances that, given the scope of such fiduciary's 
investment duties, the fiduciary knows or should 
know are relevant to the particular investment or 
investment course of action involved, including the 
role the investment cr investment course of action

11/ Ibid at 37224.
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plays in that portion of the plan's investment p o r t ­
folio with respect to which the fiduciary has in­
vestment duties; and (5) has acted accordingly.

(2) For purposes of paragraph (1) of this 
subsection, "ap p ro pr ia te  consideration" shall in­
clude, but is not n ec es s ar il y limited to, (A) a 
de te rm in at io n  by the fiduciary that the particular 
investment or investment course of action is rea- ' 
scnably designed, as part of the portfolio (or, 
where applicable, that portion of the plan port­
folio with respect to which the fiduciary has in­
vestment d u t i e s ) , to further the purposes of the 
plan, taking into c on si d e r a t i o n  the risk of loss 
and the opport u ni ty  for gain (or other return) a s ­
sociated with the investment or investment course 
of action, and (B) co ns id er at i on  of the following 
factors as they relate to such portion of the p o r t ­
folio:

(i) the c o m po si ti o n of the portfolio with 
regard to diversification;

(ii) the li qu i di ty  and current return of the 
portfolio relative to the anticipated cash flow 
r eq uirements of the plan; and

(iii) the projected return of the portfolio 
relative to the funding objectives of the plan."

In sum, an ERISA fiduciary appears to have c o n ­

si de ra bl y more leeway than a common law, private trust 

fiduciary to manage a fund for optimal performance. The 

additional discre c io n permitted under ERISA and its focus 

on the portfolio have received favorable reception among 

legal commentators, many of whom have urged that this ap- 

oroach to the fiduciary investment standard be more widely 

employed outside ERISA.
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What is the s ig n i f i c a n c e  of the Internal Revenue 

Code, UMIFA and ERISA standards for the a dm in is tr a ti on  of 

Ala sk a' s Funds? None of these standards is explicitly 

a p p l i c a b l e  tc any of the Funds. 3ut the Alaska legislature, 

in a dopting a prudent investor standard that refers to "an 

i nst it ut io na l  investor of ord in a ry  prudence, discretion 

and intelligence" seems to have intended to adopt the stan­

dard of conduct for in stitutional investors. Although there 

are no decisions of Alaska courts interpreting this language, 

it would be irrational for the legislature to have used 

the conduct of other i nstitutional investors as a yardstick 

w i t ho ut  generally recog ni zi ng  the body of law that governs 

that conduct.

I nvesting in Inflationary Times

The common law prudent investor rule tended to 

focus on losses in the corpus from bad investment rather 

than inflation, and jucges kept their eyes firmly riveted 

to nominal, rather than real, value. The principal hedge 

against inflation was common stock, but in the absence of 

bread, liquid and regulated stock markets, investments in 

common stock were viewed as highly s p e c u l a t i v e .38./ That

33/ Comment, Investment ar.d Management of Trust Funds
in an Inflationary E c o n o m y , 12o U. Pa. L. Rev. 1171,
1 100 (197d7i
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notion has, of course, disappeared, and pension funds are 

now the largest single purchasers of common s t o c k s . 39./

In England, where inflation has been endemic for some time, 

real estate has come to represent a major portion of the 

holdings of pension funds for the same reason.

The statements of the prudent investor rule in 

the statutes relating to the Funds all refer to "safety 

of capital." Moreover, the legislative findings for the 

Permanent Fund speak ol’ "conserving a portion of the state's 

revenues . . .  to benefit all generations of Alaskans," to 

"maintain safety of principal" and to establish a "savings 

device."ii£/ Although there appears to be no direct 

legislative history on the inflation issue, it is simply 

not credible that the use of such language in 1930 could 

have been intended to ignore the effects of inflation.

On the other hand, the list of permissible in­

vestments for the Permanent Fund is vi rt ually confined to 

interest-bearing instruments. Even assuming that those

3 9 / See g e n e r a l l y , Note, The Regulation of Risky I n v e s t ­
ments , o3 Harv. L. Rev. o03 (19 7 0). The Minnesota 
Supreme Court has held in favor of a trustee who 
purchased common stock to hedge against inflation 
n otwithstanding a prohibition in the trust investment. 
In re M a y o , 259 M:.nn. 91, 105 N.W.2d 900 (1960).

H 1 /  AS § 37.13.020.
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i'nstruments provide a real race of return over the infla­

tion rate, since all interest income gees to the State 

g ene ra l fund, it is difficult to see how the directors of 

the Permanent Fund can select investments that will m a i n ­

tain the value of the Fund. Mcreovar, the restrictive 

n ature cf the list suggests that the legislature may not 

have been concerned with m a in ta in in g  the real value of the 

Fund .

The statutes governing the other Funds provide 

suffi ci en t scope for the investment managers to take account 

of inflation. * In the case of the Permanent Fund, there

il 1
is a m e c h an is m to seek additional investment a u t h o r i t y .11/ 

Even if additional investment authority is granted, ho w­

ever, seme problems remain.

In recent times, common stocks have not been an 

e ff ective hedge against inflation. Moreover, for a time 

in the late 1370's, tre inflation-adjusted return on debt 

instruments v.as also negative (especially for taxable in­

vestors). During most of 1981, however, short-term fixed- 

ir.ccme securities have shown an unprecedented "real" rate 

of interest (i_..£. the excess of the coupon rate over the 

rate of inflation), Since all interest income of the Per­

m a n en t Fund must be transferred to the general fund, how

11/ AS § 37.1 3 -170.
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are the directors of the Permanent Fund Corporation to 

co ns er ve  principal under such circumstances?

Even if the list of permissible investments is 

expanded to include areas like real estate, which has re­

c ently been an effective hedge against inflation, the d i f ­

ferential treatment of interest income nay provide an un­

h e al th y incentive to avoid fixed-income securities in oncer 

to m aintain the value of the Fund. Co nsideration should 

be given to providing for recont ri bu t io n of income to 

extsnt necessary to maintain the value of the Fund. Tha' 

amount will ordinarily be the major part of the income 

from the F u n c , since the real rate of interest is ordinaril 

abcut 3,o*

Options and Futures

Procedures

The impact of inflation and other developments 

have given rise to new financial instruments, most notably 

e x c h a n ge -t ra ce d options and financial futures. Although 

most of these instruments have yet to be tested for prudenc 

in the c o u r t s , they have received a good deal of attention 

from the Internal Revenue Service (in a dministering the 

p rivate foundation rules), the Comptroller of the Currency 

(in regulating the activities of national bank trust depart 

nents) and the Department of Labor (in a d ministering ERISA)
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Modern portfolio theory has demonstrated  that 

the line between "prudent investments" and "imprudent 

sp ec u la t io ns "  is i n cr easi ng ly  unclear. Thus, the prudence 

of fi na nc ial ins trumen ts  like options, commodities futures 

f in a nc ia l futures, real estate equities, ve nture capital 

and pr ec io us metals cannot be ca tegorica ll y confirmed cr 

denied. Rather, the same c o ns ideratio ns  that determined 

pru de n ce  under the standards dis cussed acove must also be 

ap pl i ed  tc the new forms ar.d technique:; of investment, but 

with even greater punctilio.

The more "exotic" the investment, the greatar 

a t t e n t i o n  should be given to a clear, prior, wr itt en state

ment explai ni ng  the reason for the exotic investment, the

i nv es tment strategy being followed, and the role of the 

inves tm en t in the overall portfolio. There is no better 

example of the current emphasis on docume nt a ti o n than the 

views of the Conp'.rclif.T cf the Currency -egarding pro­

cedures to be followed by bank trust depart me nt s for trad­

ing in options :££/'

2. Specific written policies approved
by the board of ccreccc rs  or its designees,
should be developed prior to engaging in these

2/ C o mptro ll er  of the Currency, Tru3t Banking Circular 
Ilo. 2, December 1°, 1979•
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activities. Policy ob jec t iv es  must be spe cific enough 
to define permissible option strategies and should be 
reviewed at least annually for appropriateness.

3. Recordkeeping systems must be suffici en tl y 
det ailed to permit internal auditors and bank examiners 
to determin e wh ether o pe rati ng  personnel have acted in 
ac cor d an c e with authorized objec ti ves and that p ar ti cular 
tr ansact io ns  were a pp ropriate  for the purposes and needs 
of the p ar ti cu lar accounts. The following information, 
at a minimum, should be recorded for each option t r a n s­
action :

A. Tr an sa ct i on  date

B. Quantity, series, class and type of c o n­
tract (i_.£. 10 April 70 IBM CALLS.)

C. Type of tra nsactio n (opening or closing).

D. Market price of pa rt ic ul a r option and 
underl ying stock.

E. Purpose of opening tra ns action  and c o r­
respond ing s ecurit y position, if appropriate.

1. For short covered calls, the specific 
s ecurities being hedged and the implied 
r e t u r n s .

2. For long puts, the specific secur it ie s 
being hedged.

3. For short puts, the form of cash that is 
being escrowed to make total payment at 
settlement pcrsuant to an exercise.

4. For long calls, how the activity is 
app ro pr iate and beneficial for the 
particular account (£•£• » cash e q u iv a­
lent of ag gregate exercise price in­
vested in high interest money market 
i n s t r u m e n t s ) .

F. The broker executing the transaction.

G. Specific account or accounts for which t r a n s­
actions is made.
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4. Specific limitations should be set for each 
type of activity authorized which at least would c o n­
form to the position limits, e s c r o w  receipt limits, and 
other lim itations specified in the current prospectus 
of the Options Clearing Corporation. The aggregate 
ou ts t a n d i n g  option positions of the trust department 
must be mo nitored to ensure complia nc e with these 
l i m i t a t i o n s .

5. All option contracts should be marked to m a r­
ket for valuation purposes, such as when determining 
unit values for collective investment funds. Such o p­
tion contracts should be valued at the last available 
sales price prior to the time of valuation, unless no 
sale has occurred that day, in which case the last 
a v a i l a b l e  bid price for long positions and the last 
a v a i l a b l e  cffer price for short positions should be 
used. In cases where an option is traced on more 
than one exchange, the exchange d e si g na t ed  by the bank 
as the primary exchange should be used to determine 
market price. Gains and losses for options should be 
a cc ou nted for in accordance with section 1234 or the 
In ternal Revenue Cede. When trust assets are valued., 
the option contracts should be presented with the 
c c r r e s p o n c i n g  security positions where possible.

6. sank trust departments should establish other 
ir.ternc-.l controls, including periocic reports to manage 
mer.t ar.d internal audit programs tc ensure adherence
to bank policy ar.c to prevent unauth or iz ed trading in 
acco un ts  and other abuses.

A. A central system of m o ni to r in g  market prices 
and maturities cf option co ntracts should be 
established to prevent an unwanted exercise 
of a short position or an expira ti on  of a 
long position.

5. Operations personnel must ensure bank c o m­
pliance with applicable Fe deral Reserve re- 
q' iremer.ts regarding opt io n contract margin 
and settlement procedures.

C. R es pons ib il ity for set tl ements of option
transactions ar.d re conciliation of internal 
trading reports with external broker c on­
firmations should be vested with someone 
other than the person executing the trans­
actions .
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Options

Viewed in isolation, the pur chase of options to 

buy or sell secu ri ti es ("puts" and "calls") night be re­

garded as highly speculative. They are not income p r od uc­

ing, and their cost is a r ef le ction of the mar ke t' s estimate 

of wh et he r the price of the u nd erlyin g security will rise 

or fall. But puts and calls can be used as part of a c o n­

servat iv e investment strategy.

When an investor  writes a covered call, he gives 

the holder of the call the right to pur chase a specific s e­

curity at a fixed price and for a fixed period. In exchange, 

the writ er receives a fee called a premium. Many ERISA 

pensi on funds and other trust accounts write calls to limit 

the dow nside risk of stock ownership. The option premium 

m it ig ates losses when the price of portfolio stock declines. 

The call limits oppor t un i ty  for gain as well. If the stock 

price moves above the option's exe rcise price (the "strike" 

price), the stock will be "called away."

Likewise, a put option can be purchased as a 

n edgung device, to protect the value of a "long" stock 

position. It gives the purchaser of the put the right to 

sell stock to the put-write r at a fixed price. If the 

marke t price for the stock declines, the put-holder will 

"put" the stock to the write r at the strike price, avoiding
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the loss. If the price of the stock increases, the cost of 

the p r e mi u m is offset by the increase in value of she stock 

Truss d ep a rt m en ts  of national banks, which are 

r e gu l at e d by the Comptrol le r of the Currency, are new free 

to engage in ‘.he prudent use of both put ar.d call options 

(if the terms of the contr ol li ng trust documents permit). 

Th is  position represents a shift ir. the Comptr oller's 

thi nk i ng  about inves tm en t techniques formerly considered 

specul at iv e. Originally, the Comptroller viewed options, 

along with inv estments in art objects, Eurodollars, foreign 

s ec u ri ti e s or currencies, jewels, paintings, precious metal 

rare coins and venture capital, as imprudent per se because 

of their relative riskiness. In 197^, however, the Ccmptro 

ler de ci de d to approve the writing cf fully covered calls. 

Five years la;er, the Com pt roller "decided that [exchange- 

traded] put and call options are investment tools which 

are in h er en tl  • neither prudent nor imprud- nt."

For trusts governed by ERISA's prudent investor 

standard, the C om p tr o ll e r has completely rejected per se 

rules, even as p re viously  applicable to the above-mentioned 

investments. Speakin g of ERISA's prudence rule, the Co mp­

troller said:

The prudence cf each investment decision 
should be judged with regard to the role that 
the proposed investment or investment course of
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action plays within the overall portfolio. The 
fiduciary must act in a m a n ne r consistent with 
ap propr ia te  c onside ra ti on of the facts and c i r c u m­
stances that the fiduciary knows or should know 
are relevant, and document that it has done s o ._!/

This flexibility with respect to determining 

p er mi ssible investments compleme nt s the Labor Dep artment's 

c a s e -b y -c as e  a pp ro ach to prudence. The Labor Department 

r egulat io ns  also provide that no investment or investment 

course of action is per se imprucent. Each investment 

technique, including the use cf options, must be justified 

ac co rding to its role in the trust portfolio, given the 

trust's objec tives and circumstances. In other words, the 

purchase  or sale of options will be regarded as prudent or 

imprudent de pending  on how and why the option is used and 

the nature of the trust.

In contrast, the Tr e a su ry  D e p a r t m e n t’s private 

foundati on  regulations still regard puts, calls, 3traddles 

warrants and short sales as presumptively, though not c o n­

clusively, s p e c u l a t i v e .— / Similarly, some state insur­

ance company regulators, such as the New York State Depart 

mer.t of Insurance, proscribe the use of options .ili/

HI/ I b i d .

Income Tax Regulations, § 4 9 ^ ^ — 1(a)(2) , 26 
C.F.R. 5 53.4944-l(a)(2) .

zl/ N.Y. Dept, of Ins. Reg. No. 72, § 1744.
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Most state in su rance commissioners, however, do 

permit some use of options; in at lease one-half the states, 

in su ra nc e companies are permitted to write covered calls. 

Ove r thirteen states now permit ail or some of their public 

employee r e t i’ement funds to write covered calls. About 

seven states prohibit the use of options altogether. O p­

tions are beirg traded for increasing numbers of stocks; 

and options are listed on the Chicago Board of Options E x­

change, the American Stock Exchange, the Philad el phia 

Stock Exchange, and the Pacific Stock Exchange.

As the regulators 'me to understand the use of 

options in an investment portfolio, it seems clear that 

the position of the Department of Labor and the C o m p t r o l­

ler of the Cur rency will be applicable  to all institutions.

Financial Futures

Unlike an option, which the holder may elect to 

permit to expire unexercised, a futures r ntract is m a n­

datory. The holder of a contract promising future deli ve ry  

of a financial instrument must accept delivery and make 

full payment cr offset its obliga t i on  with a short position 

in an equivalent instrument. Thus, an interest rate futures 

contract is a risk transference device, in which one party 

(the ''hedger") seeks to rid.himself of the risk of in t er­

est rate movements, and the other party (the "speculator")
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seeks to assume the risk on favorable terms. At various 

times it may be prudent for the holder of a large portfolio 

of fi xe d-incom e secur it ie s to hedge against some of the 

risk of interest rate movements. The Compt ro ll er of the 

C u r re nc y  has re cognized that fact by a ut ho rizing  trust 

d e p a rt m en ts  of national banks to be on the " s h o r t 11 side of 

the market  —  j to hedge against a downward movement

in the value of their portfolios because of an increase in 

interest rates.iiA/

As in the case of options, the prudence of 

financial futures will be judged on a cas e-b y- ca se basis. 

They are not now widel y used by pension funds be cause of a

technical problem under ERISA un r elated  to the prudence re­

quirement, and the Superin te nd ent of Insurance in New York 

has been slow in appr oving their use by New York ins ur an ce 

companies. They are, however, being used inc reasingly by 

banks in m an ag in g their own portfolios (non-trust assets) 

and by other institutions.

Social, investing 

The prudent man rule di r ec t ly  ad dresses the 

traditional financial questions c on frontin g a trustee (such

46/ C o mptro ll er  of the Currency, 3anking Circular
No. 79 (2nd Rev.), March 19, 1930. The Federal
Home Loan 3ank Board has taken a similar posi­
tion for Federal savings and loan associations.
See 46 Fed. Reg. 26828 (July 16, 1981).
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as riskine ss  of investments, profitability, anc the like). 

"Social investing" deals with a va ri et y of practices and 

prop os ed  practices which c i r cu m sc r ib e  or direct the i n v e s t­

ment ma na g er ' s choice of investments. For example, seme 

have sug gested that it is app ropria te  to instruct an i n v e s t­

ment m a n a ge r  not to invest in companies which operate in 

ce r ta i n areas of the world, or m a n uf a ct u re  certai n products, 

or have adopted certain policies toward union organization, 

plant closings, or the like. Social investing also has an 

a f f i r m a t i v e  dimension, involving support by the investment 

m a n a ge r  of co mpanies which have adopted favored policies 

or cf a ct ivities  which benefit some or all of the b e n e f i c i­

aries of the fund (workers' housing, job development in 

the area , etc .) .ill/

These pract ices are sharp de partures from the 

p o li t ic a ll y  neutral para digm cf the investment process.

They raise qu estions under both the duty f loyalty and the 

duty of prudence. If, for example, a pension fund invests 

in ho usi ng for current workers, the retirees may claim 

that the trustees have violated their duty of loyalty.

A si mil ar charge could be made if the Perma nent Fund were 

to adopt " pr ogrammatic investme nt s"  which had the effect of

/ See generally, J. Pifkin and R. Parbar,
The North Will Rise Asain (1973).
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substi tu ting for current State expenditures. If the duty 

of loyalty is applicable to that Fund, then the duty is 

owed to future ge neratio ns  of Alaskans, and would not be 

served by th a Fund making such inve stments in the place 

of current ex pe nd itures by the legislature.

Moreover, if the pursuit of social goals inv ol ve s 

any sacrifice of current return (at equivalent levels of 

risk), then it will be u nd o ub te d ly  argued that the trustees  

have violated both the rule of prudence and, in the case 

of the Alaska Funds, the specific language of the sta tutes 

(which requires ma x im i z a t i o n  of income in the case of the 

Permanent Fund, for example).

It would seem that if the returns and risks are 

equivalent, then there should be no objection to cho os in g 

one investment over another on tie basis of non f in an c ia l  

co ns id erations  .iL§/ N e ver th e le s s the "pure" modern 

po rtfoli o analysts di spute that even this form of social 

inves ting is fina nc ia lly costless. They argue that social 

i nv esting means higher ad mi ni s tr a ti v e costs for the trust 

(because prospective and actual social investments entail 

ad ditional analysis and monitoring, at least) plus reduced

ii§/ Raviko ff  & Curzan, Social Responsible ity in I n v e s t­
ment Policy and the Prudent Man Ruia od Calif. CT 
Rev . 5 id ( 19cJ0)^
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d i v e r s i f i c a t i o n  po ss ibiliti es  for the trust portfolio.. 

’’Social investing nay therefore be e co n om ic al ly unsound 

even though there is no reason to expect a portfolio c on­

stru cted in accorda nc e with the usual principles of social 

in ves t me n t to yield a bel ow -a ve r ag e rate cf return —  

pro vided that ad m in i st r at iv e  costs are i g n o r e d ."12/

to help ac hi e ve  labor ob j e c t i v e s ,50/ and others have

There is i nc reasing  pre ss ur e from labor unions 

to use their power over jo i nt ly -truste ed  pension plans

sug gested  that pension plans contai n the key to industrial 

r e v i t a l i z a t i o n .11/ Neverth eless, there is little law 

on the subject and most c o mm e nt at ors have been negative,

at least if there is any sacrifice of risk or return. 

T e s t i f y i n g  on social in vesting under ERISA, the Adminis

Fund i.nv e n t s

ve State and Local Policies 
the Law (Studies in Pension
- 1-500 5".



in order to "advance the social welf a re  of a group or re­

gion . "11/

The argument for allowing social investments in 

deroga t io n  of tra ditiona l re q ui re m en t s is that it provides 

"other benefits" to the ben eficiar y class. Two courts have 

recently considered w h et h er  the provision of "ether b e n e­

fits" justifies trustee deviat io n from the prudent man 

r u l e .

In Blanke ns hi p v. Boylell/ the district court 

for the District of C ol umbia held that it was a breach of 

fiduciary duty for trustees of the United Mine Worker s of 

America Welfare and Retirement Fund of 1950 to permit large 

a ccumul at io ns of cash to remain uninvested, on deposit, 

without interest, in a un io n-con t ro l le d  bank. The Fund 

trustees contended that active and retired minewo rk er s 

gained an important collateral benefit- from the Fund's 

large bank deposits: The deposits, argued the trustees,

empowered the bank to promote the purchase of un io n-mined 

coal by public utilities whose shares the bank had pur­

chased with the i n te re st-free  money. The court, in this

11/ "Beneficiary Pa rt icipatio n in Private Pension
Plans," Staff Report of the S u b co m mi t te e on A n t i­
trust, Monopol y and Business Rights of the S e n a te  
Committee on the Judiciary, 96th Cong., 1st Sess. 
(1979) at 13.

53/ 329 F. Supp. 1089 (D.D.C. 1971), aff'd without on.,
511 F .2d 1147 (D.C. Cir. 1975).

39



pr e-ERISA case, rejected the trustees' theory that any 

in crease in the tonnage of uni on -m ined coal would elevate 

the royalty payments (which c o nstit ut ed  755 of the Fund's 

financing), and thereby di scha rg e the fiduciary obligation.

A district court in New York City, however, ruled 

the other way in W ithers v. Teac he rs  Retirement S y s t e m .2d/ 

The court consider ed  wh ether the acquisition by the public 

school teachers' pension fund of unmarketable and highly 

spe culati ve  bonds (issued as part of the plan to avert New 

Yo rk City's threatened bankruptcy) was prudent. The fund 

had committed a substantial percentage of its assets to the 

risky bonds, and plaintiffs argued that the trustees' o b j e c­

tive was to rescue the City, and not to preserve capital 

and ensure adequate return.

The 'Withers court, deciding on the basis of New 

York prudent mar. doctrine, held in favor of the trustees. 

Here, the "other benefit" provided by the nontraditional in­

vestment program did establish the trustees' prudence. The 

court reasoned that the City of New York was the pension 

fund's guarantor as well as its major contributor. T h e r e­

fore, the court concluded, a cq uisitio n of the bonds was

2±' 447 F. Sucp. 1243 (S.D.N.Y. 1973), af f ' d , 595 F.2d
1210 (2d Cir. 1979 ) .
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prudent conduct for trustees se ar ching for a means to p re­

vent the eventual exhaustion of fund assets.

Whether Withers sanctions social investing, or -- 

as is more likely —  merely stands for the proposition 

that traditional rules are relaxed in des pe rate times, is 

not entirely clear.

."n sum, the full legal verdict on social i n v e s t­

ing is not in. Commen tators suggest that investment d e c i­

sions which are influenced by or sensi ti ve  to, but not 

dic tated by, nontradi ti cn al ob jec t iv es  are not i m p r u d e n t .55./ 

Nevertheless, this is an area in which trustees and other 

investment mana gers should move with extreme c a u t i o n . If 

there is any sacrifice of yield or increase in risk, the 

da ng e r  of beir.; held to have vi o l at e d legal standards is 

s i g n i f i c a n t .

D eb e vo is e & Plimpton

55./ Hutchinson 4 Cole, Legal St a nd ar d s Go v erning I n -
vestment of Pension Assets for Social ana Political 
G o a l s , 120 U. Pa. L. Rev. 1340 (1980); Ravi ko ff & 
Curzan, Social R e sp o ns ib i li t y in Investment Policy 
and the Prudent Man Rule, 68 Calif. Li R e v . 518 
( I 9 b 0 ) .
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