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Section 2 : This section of the bill amends AS 39.25.060(c) to
make the members of the personnel board re movable only for cause. 
The additional res ponsibilities granted the board under  the n e w  
ethics law require that the members of the per sonnel b o a r d  be 
free from possible interference in the p e rformance of their 
duties. Therefore, unless cause can be shown, the governor 
should be p rohib ited from freely rem oving per sonnel bo ard members 
from office.

Section 3 : This section amends AS 39.25.070, r e l ating to the
powers of the personnel board, to add authority to p e r f o r m  the 
functions granted to the board by the n e w  ethics Act, including 
a uthority to appoint independent counsel, appoint h e a r i n g  o f f i­
cers, r e v i e w  the recommendations of h e aring officers, determine 
w h e t h e r  a violation  of the code of ethics h a d  occurred, and i m­
pose penalties for a v i o l atio n of the code.

Section 4 : This section of the bill provides for consistency  be-
tween AS 42.40, regarding employees of the A l a s k a  Railroad, and 
the n e w  AS 39.52, w h i c h  covers employees of the r a i l r o a d  as well 
as directors of the A laska R a i lroad Corporation.

Section 5 : This section of the bill m e r e l y  adds attorney general
ethics advisory opinions to the list of items to be p u b l i s h e d  in 
the Alaska A d m i n istrative Journal, consistent w i t h  the p r o pos ed 
requirement in AS 3 9 . 5 2 . 2 4 0 (h) (sec. 1 of the bill).

Section 6 : Because the enforcement and remedy p rovisions in the
n e w  ethics law do not take effect un til January 1987, this s e c­
tion of the bill clarifies that the at torney general and the p e r­
sonnel b o a r d  do not have jurisdictio n over any alleged v i o l a t i o n  
of the code of ethics occurring before J a nu ary 1, 1987, unless 
the viol ation continues after that date.

Section 7 : Under this section of the bill, an agency w i t h  an e x­
isting p olicy  r e l a t e d  to conflicts of interests or the ethical 
perform ance of official duties is r e q uired to submit that policy 
to the attorney general for n e c e s s a r y  r e v i e w  and approval by J a n­
uar y  1, 1987.

Section 8 ; The sections of the ethics law r e g a rding  policy, the 
issuance of advisory o p i n i o n s , declarations of p o t e nt ial v i o l a­
tions, and the definition section, take effect July 1, 1986.

Section  9 ; The code of ethics itself, the complaint and hearing 
p r o c e d u r e s , and the law's enforcement and r e m e d y  provisions 
(AS 39.52.110 -- 39.52.190 and AS 39.52.310 -- 39.52.460) w i l l  
take effect January  1, 1987.

Different effective dates have b e e n  p r o vided so that public o f f i­
cers, immediately u p o n  passage of the bill, m a y  seek guidance 
from the attorney general concerning their standing u n d e r  the n e w  
code of ethics, in order that any reassignments, transfers, or
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divestitures that ne ed to occur can be accom p l i s h e d  b efore the 
code of ethics, as well as the complaint process, is in force.
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I n t r o d u c e d :  3 / 8 / 8 5  > _
R e f e r r e d :  S t a t e  A f f a i r s

IN  T H E  H O U S E  BY D U N C A N  A N D  C L O C K S I N

H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO. 17 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

R e l a t i n g  to i n v e s t m e n t  of s t a t e  a s s e t s  

in c o m p a n i e s  d o i n g  b u s i n e s s  w i t h  the 

R e p u b l i c  of S o u t h  A f r i c a .

B E  IT  R E S O L V E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A :

W H E R E A S  the s t a t e  c u r r e n t l y  has p u b l i c  f u nds i n v e s t e d  in c o r p o r a t i o n s  

a n d  o t h e r  b u s i n e s s  firms that do b u s i n e s s  in  or  w i t h  the R e p u b l i c  of S o u t h  

A f r i c a ;  and

W H E R E A S  the p r i n c i p l e s  of e q u a l i t y  u p o n  w h i c h  the U n i t e d  S t a t e s  w as 

f o u n d e d  are c o m p r o m i s e d  by  t h ese i n v e s t m e n t s  of p u b l i c  funds; a nd

W H E R E A S  p u b l i c  f u nds s h o u l d  not be i n v e s t e d  in e n t e r p r i s e s  that p a r­

ti c i p a t e  in a f o r m  of g o v e r n m e n t  that o p p r e s s e s  a m a j o r i t y  of its c i t i z e n s ;

B E  IT R E S O L V E D  by the A l a s k a  S t a t e  L e g i s l a t u r e  that the g o v e r n o r  is 

r e s p e c t f u l l y  r e q u e s t e d  to d i r e c t  the e x e c u t i v e  b r a n c h  of the s t a t e  to s top 

i n v e s t i n g  in c o r p o r a t i o n s  a nd o t h e r  b u s i n e s s  f i rms that do  b u s i n e s s  i n  or 

w i t h  the R e p u b l i c  of S o u t h  A f r i c a ,  u n t i l  the R e p u b l i c  of  S o u t h  A f r i c a  ends 

its o p p r e s s i o n  of its b l a c k  c i t i z e n s ;  a n d  be it

F U R T H E R  R E S O L V E D  that the g o v e r n o r  is r e s p e c t f u l l y  r e q u e s t e d  to d i r e c t  

the e x e c u t i v e  b r a n c h  of the s t a t e  to d i v e s t  i t s e l f  in  a s p e e d y  m a n n e r  of 

its i n 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 t h e r  b u s i n e s s  f i r m s  t h a t  do b u s i n e s s  

ir or w i t h  the R e p u b l i c  of S o u t h  A f r i c a ;  a n d  be it

F U R T H E R  R E S O L V E D  that the g o v e r n o r  is r e s p e c t f u l l y  r e q u e s t e d  to d i r e c t  

the e x e c u t i v e  b r a n c h  of the s t a t e  to a c c o m p l i s h  the d i v e s t i t u r e  r e q u i r e d  by 

this r e s o l u t i o n  in a p r u d e n t  m a n n e r  a n d  w i t h o u t  u n n e c e s s a r y  loss of e a r n­

ings o n  the i n v e s t m e n t s  involved.
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S OUTH AFRICA;

A CAS E  FOR D I VESTMENT

JOHN C. HARRINGTON 

President 

W O R K I NG  ASSETS M ONEY FUND

A state of war pr e sently exits in South Africa. The government has announced a state of 

emergency and the w hite mino r i t y ' s authority over its black townships has collapsed.

The government of South Africa maintains the most sophisticated and highly technological 

and industrial police s tate since Nazi Germany. This terrorist government carries out 

its a p a r t h e i d  po l ic y  through torture, mass arrests, bannings, detention and it's illegal 

milit a r y  o cc u p a t i o n  of Narabia. The government has repeatedly invaded the neighboring 
countries of Angola, Botswana, Lesotho, Swaziland, and Mozambique with m i l itary or police 

forces, k i l l i n g  h u n d r e d s  of innocent men, women and children. South Africa also 

f inancially and m i l i t a r i l y  supports armed insurgents in Angola and M o zambique in an effort 

to o v erthrow those g overnments and disrupt their fragile economies.

Reliance on West e r n  multin a t i o n a l  corporate capital provides the underpinning of a unique 

blend of national s o c i a l i s m  and controlled capitalism. U.S. based multinational 

corporations, m a n y  of which have been in South Africa since the early 1900s, provide 

strategic materials, capital, technology, and other vital resources to strengthen the 

apartheid government. A c c o r d i n g to a U.S. Senate Subcommittee report:

"The net ef f e c t of A m e rican investment has been to strengthen 

the e c o no m i c  an d  m i l i t a r y  s e lf-sufficiency of South Africa's 

a p a r t h e i d  regime."

The U nited States is the largest trading partner of South Africa and while sales of South 

Africa's K r ug e r r a n d  in the Un i t e d States has recently decreased, over the last ten years 

South Africa has p r o d u c e d 40 million ounces of Krugerrands, most purchased in the U.S. and 

Western Europe. U.S. sales account for 80% of total world-wide sales, while Krv,errand 

sales c o m prise 10% of S ou t h  A f r ica's total sales of gold bullion, which in turn accounts 

for over half of the n a t i o n ' s  overall export earnings.

Historically, U.S. b anks have had little trouble lending to South Africa. Loans are made 

in four broad g e n e r a l  categories:(a) direct government;(b) directly to government 

a gencies;(c) i n d i r e c tl y  through other bank branches i .e. .Barclays; and (d) through trade- 

related loans made to U.S. corportions operating in South Africa. As of March 1984, U.S. 

banks had $4.6 billion in o utstanding loans to South Afric a . ^

In 1960, following the S h ar p eville massacre and in the mid-seventies after the Soweto 

uprising, U.S. banks c ame to the aid of the South African economy. Recently, however, 

many banks are r e f u s in g  to lend directly to the government or government agencies, while 
others lend s h o r t - t e r m  et high i • .erest rates in categories (c) and (d) above.

W h i l e  banks lend the capital, American companies have historically provided the most



strategic technological and industrial support to apartheid. U.S. companies control 

over 70% of the computer market in South Africa and include IBM, Burroughs, NCR, Control 

Data, Hewlett. Packard, W a n g  Labs, Mohawk Data Science, Sperry Rand, Computer Sciences 

Corporations, 3M, Kodak and Tron Systems.

The IBM computer used by the Department ol' Inter, or facilitates the very system of racial 

classif i c a t i o n  that under gr i d s  apartheid. It also provides an efficient method of 

tracking South Africans' movement for security p u r p o s e s . 6 Computer t e chnology is 

utili z e d  f o r i n t e r n a l  security, the nuclear i n d u s t r y , transportation, defense and police, 

and security forces illegally occupying Namibia and operating in Angola.

Com pu t e r s  provide the answer for one of the great bottlenecks in the South African e c o n o m y ; 

the n eed for skilled white labor. Another great bottleneck in the South African economy 

is energy. H ere again, United States firms are the key to w hite rule.

A lmost two-thirds of South Africa's oil is refined by Mobil and Caltex. (Chevron & T e x a c o ) . 
Nuclear power has been supplied by Westinghouse Electric and Allis Chalmers. IT & T  has 

provided the telec o m m u n i ca t i o n s  network and General Electric, the electrical machinery 

and diesel e n g i n e s . The a utomotive industry is also dominated by General Motors and Ford. 

Bechtel and Fluor C o rp o rations have also helped South Africa develop the synthetic fuels 

industry.

All firms operating there are supplying badly needed tax revenue for defense and internal 

security. T a x es  paid in South Africa are deducted from the companies' federal and 

C alifornia state tax liability. (U.S. and California tax payers are actually indirectly 

s u b s i d iz i n g  the South African government.).

U.S. firms primarily em p l o y white South Africans, are capital intensive and provide 

Ameri c a n  legitimacy and respectability. Many also primarily supply m a t erials to 

industrial and commercial facilities and focus their attention on supplying government 

a g e ncies key materials, services and maintainence of e q u i p m e n t , i . e . ,computers. Some of 

these companies also export minerals and other South African commodities w hich are vital 

in both providing South Africa foreign exchange and in compr is i n g  the dominant revenue for 

r e s ource-based American companies. All in all, U.S. c om panies are responsible for 

a p p r oximately $2.3 billion i n d i r e c t  investments in South A f r i c a , 7 and an estimated $10- 

lz billion in indirect investments.

Country Risk

No one needs to remind corporate management these days that South Africa is undergoing a 

recession, a 16% inflation rate, 50% of the black African labor force is unemployed and 

S outh A frica's prime rate is 25%. South Africa is in great need of capital, while still 

one of the largest debtor nations in the world ($20 billion). The government, to sustain 

its industrial growth is a t temping to borrow great sums of capital at premium interest 

rates. The South A f r i c a n  government has also recently had to step-in and protect the 
S outh African Rand from losing all of its value in the international currency market. The 

government in the near future may have to take drastic measures to halt the flight of the 

c apital leaving South Africa.

T h e r e  is great economic, social and political risk in South Africa. Since the late 7 0 ’s 

major corporate risk analysts such as Business Environment Risk Information (BERI), a 

Geneva-based firm, have warned corporate d e c i s i o n m a k e r s  that investing in South Africa is
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ex t r e m e l y  risky. In fact, in late 1982 Beri recommended for firms o p erating in South 

Africa, management:

D e e m p h a s i z e  South Africa and prepare to shift production 

elsewhere, if possible.

Protect industrial sites and personnel against violence.

C o n s id e r  the costs of exclusion from other African markets 

because of the South African operations, and the costs of 

m anag e m en t  difficulties in h a n dling stockholders initiatives 

and adverse publicity from anti-apa r t h e i d  advocacy groups.

E x a m i n e  the possibility of an orderly vithdravl early in the 

decade to avoid financial l o s s e s . 8

In addition, in m i d -June 1985, Frost and Sullivan, another ris k analyst, concluded that 
"S o u t h  A fr i c a  is showing a d e t e riorating risk picture, in both the short and long term".y

M a n y  A m e r i c a n  firms recognize the risk of losing their South African facilities and have 

p ulled out of the country, selling their subsidiaries or a f filiates to South African 

firms. In fact, within the last five years, thirty American firms have w i t h d r a w n . 10 

Som e firms, however, are staying in South Africa to take advantage of a business 

o p p o rtunity. A c c ording to a recent Wall Street Journal article:

"Given the current mood, few U.S. firms are beginning new 

e n t e r p ri s e s  there these days. There are exceptions, like 

A l e x a n d e r  ai'i Alexander Services, Inc., an insurance 

br o k e r a g e firm. Our clients have greater need for our 

s e r v ic e s  in South Africa njw, says Peter Reid, Senior Vice 

President, describing his f i r m’s ability to put together 

prote c t i o n  packages against fires, revolutions and other 

calamities. 'They're concerned about getting wiped out,' 

he e xplains."

The degree and recognition of r isk in South Africa has become so intense, that several 

major b r o k e ra g e  firms that cover South Africa gold stocks are either refusing to rank stock 

p e r f o r m a n c e  and safety or temporarily suspending coverage. This action is based on the 

prices of S ou t h  Africa gold shares that dropped 80% following both the violence of 

S h a r p e v i l l e  and Soweto. According to one major brokerage firm's research department:

" A l though no sign of a pull-out from the South African gold 

sh a r e s  is evident to date and foreigners remain net buyers, 

we believe the perception of the political situation there 

is deteri o r at i n g  and could lead to significant upheaval.

In a dd i t i o n  to current unrest stemming from the Blacks' 

dissatis f a c t i o n with the educational opportunities for 

them, we believe the questionable state of the country's 

economy, inflation this year of about 15% and coming wage 

n e g o t i a t i o n s  for the gold mining industry all represei.v 

the potential for growing unrest. We would definitely 

a v o i d  the high-cost marginal producers."

S e v e r a l  A m e r i ca n  corporate facilities have been damaged by bomb explosions and many more
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have been targeted by the African National Congress ( A N C ) . Urban warfare is seen as 

one of the most effective weapons in battling white minor i ty  rule by destabilizing key 

economic sectors. In addition, the ANC has called for a general uprising in South A f r i c a , 

and in April the military wing of the ANC, Umkhonto we Sizwe (Spear of the Nation) , issued a 

"call to the nation', urging 'fighting youth to o rganize themselves into small mobile 

units and to act in an organized w a y . . . .against the enemy and its agents.

C o rporate Code of Conduct

In M arch 1985, the American Chamber of Commerce in South Africa after years of violence and 

state t e r rorism asked the South African government for "visible expression" of reforms in 

order to defuse the disinvestment campaign in the U . S . 14

Many of the c o m ranies comprising the Chamber have signed the Sullivan Code of Conduct, a 

v oluntary corporate code, that pledges that a company will mov e toward desegregating 
restrooms and dining facilities, providing equal pay for equal work, and financially 

s upporting African education, housing and other reforms within the context of apartheid.

A p p r ox i m a t e l y  one-half of the 300 United States firms in South Africa, h a v e s i g n e d  t h e c o d e  

and are r ated on compliance by A rthur D. Little & Company. Most of these firms, however, 

have opposed C on g ressional action requiring statutory compliance.

These c o mpanies are paying Arthur D, Little ap p r oximately $15 mill i o n in "protection 

m oney" to be rated and most, not surprisingly, are in the tcp categories of co mpliance (It 

only shows you get what you pay for). It is also ironic that Arthur D. Little is making 

money off apartheid by compiling literally hundreds of pages of corporate questionnaires 

on compliance with the code, while the most relevant financial and investment information 

cannot be released to a corporate parent company without government approval under the 

South African Protection of Business Act and the Official Secrets Act.

Since mid-1977, the South African government has supported the objectives of Sullivan's 

orginal >ix principles or code of c o n d u c t ,  15 because it is in no way a threat to apartheid 

and w hite rule. In fact, it specifically allows the South African government to 

accomplish several goals:

It legiti m i z e s  United States and corporate support of the goverment.

It allows U.S. firms to continue supplying high technology, capital and 

r even u e  that is necessary for the whites to survive.

It softens opposition to apartheid in the United States by app e al i n g  to work 

place discrimination issues.

It onl y  effects 70,000 African workers or 1% of the African labor force and 

a c t ually only effects about 26,000 Africans employed by U.S. firms rated in 

the top categories by Arthur D. Little. (U.S. companies are capital 

i n t e n s i v e . )

It provides an excuse for institutional investors to maintain the status-quo 

w h i l e  a p pealing for code compliance, thus avoiding effective institutional 

a c t i o n .

It lias the advantage of getting U.S. firms to use some of their capital to
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build a f e w  houses, edu c a ti o n  centers and hospitals, while the South Africans 

can divert their funds to internal security, defense and weapons. This 

actually al l ow s  them to expand and intensify repression while s tpplementing 

corporate f unds to "keep the lid on" the non-white majority.

The Sullivan Cod e  and the European Economic Community Code of Conduct are boti. voluntary 

corporate codes, and as such have been excellent public relations for foreign firms in 

South Africa. After seven unsuccessful years, the Rev. Leon Sullivan, the author of the 

American corp o r a t e  code, has finally given U.S. firms another 18 months to bring about 

change in S outh A f ri c a  or he will call for disengagement. Rev. Sullivan has already 

called for no n p w  i n v es tments or bank loans.

Disengagement

If it is true that American firms can only have a minimal, if any, positive impact on the 

South African government, what are the arguments against total U.S. coporate 

disengagement from the country?

One often hears the argument that, "blacks will be hurt if United States firms pull out." 

It's very t o u c h i n g  to hear this a rgument by U.S. firms especially since they employ few 

Africans and are s t rategic to the survival of white rule. The very firms that use this 

argument r e g a r d i n g  black African jobs, are moving at will around the world and in this 

country d e s tr o y i n g  thousands of jobs and dozens of communities. They even oppose public 

notification of plant closure that would at least give communities lead time to deal with 
major d i s p l acement and job loss. "Runaway s h o p 1 is the rule not the exception.

Another commonly heard argument is that the majority of people in South Africa want us to 

stay. Such arg u m e n t s  are given c r e d i b i li t y  by the American Chamber of Commerce, the South 

African F o u n d a t i o n  and the Am e rican M a n u facturers A ssociation who spend thousands of 

dollars to bring Bantustan, labor and community leaders to the Un i te d  States t o p u b l i c a l l y  

denounce the di v e s t m e n t  campaign. They call for more investment to create more jobs.

Most of the people r e p r e senting this point of view are on the payroll of the South African 

government and w h o s e  e c o n om i c  and political position is only assured if the white-minority 

continues in power and the status-quo is maintained or not f u n d a me n t a l l y  altered. Every 

major African nat i o n a l i s t organization has called for disengagement. Even though it's 

against South A f ri c a n  law, many domestic labor organ i z a t i o ns  and nonwhite political 

leaders have c a l l e d  for United States firms to withdraw.

The African N a tional Congress (ANC) has called for economic sanctions for decades. Chief 

Albert Lutuli, then President of ANC, who in 1960 was the first black S o ut h  African to win 

the Nobel Peace Prize said:

"The e c o n o m ic  boycott of South Africa will entail undoubted 

h a r d s h i p s  for Africans. We  do not doubt that. But if it is a 

method w h i c h  shortens the day of bloodshed, the suffering to 

to us will be a price we are will i n g  to pay. In any case, we suffer 

a l r e a d y ."16

The F ederation of South Afri c a n  Trade Unions (FOSATU), the largest federation of black 

trade unions in S outh Africa has come out in full support of disinvestment and 

international pressure being a pplied to South Africa to bring about "social justice and 
d e m o c r a c y . '
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Another argument is that American firms are forces of p rogress in the country and if they 

leave, they'll only be replaced with less progressive businesses, .nis simplistic 

argument flies in the face of hist or y  and reality. While U.S. firms have been somewhat 

more liberal in tne workplace, they have never, in any way, challenged the government, 

either politically or financially. Many of these companies have the government as their 
largest customer in South Africa, while many U.S. corporate m a n ag e r s  and supervisors are 

Afrikaners who defend apartheid.

The larger and more strategic c om panies have been in South Africa for almost eighty years 

and have provided the Nationalis:: Government, w hich came to power in 1948, undisputed 

support. It has only been within the last year, with r e pression and violence at high 

levels in the country and i n creasing pressure being put on parent companies from 

divestment forces in the Uni t e d  States, thbt American s u b s idiaries have voiced their 

concern aboutt.-.artheid. T h e r e  i s n o  evidence to suggest that U.S. firms have applied any 

political or fin a n c ia l  pressure whatsoever on the ruling Afrikaner National Party.

Opponents of Un i t e d  States c o rporate disengagement argue that other foreign governments 

and mu lt i n a t i o n al s  would step in and take the place of American firms. Nothing could be 

further from the truth.

American firms such as IBM, H e w l e t t  Packard, Chevron, Mobil and IT & T cannot be replaced 
overnight. F o r e i g n  firms simply do not have the capacity to make mass i v e  changes 

involving products, services, m a rketing and personnel. Such capital, technological, 

m a n u f ac t u r i n g  and industrial relocation and shifts defy c or porate planning and risk and 

marketing analysis.

In addition, d i se n g a g e m e nt  will have long term consequences t o o t h e r  foreign investors. 

The divestment campaign in the Un i t e d  States has already resulted in a reduction of trade 

and new cor p or a t e  investment. M ore importantly, looking at the American subsidiaries 

that have d isengaged over the last decade, almost all were sold to local South African 

interests.

According to Janu a r y  4, 1985 article in the Rand Daily Mail:

Business leaders are deeply worried that once the United States has begun to 

disinvest it will pressure other members of the Western a l l iance to follow 

suit. Dr. Al b er t  Wessels, a member of the South African business comunity 

through his Toyota links, who is in close touch with the Japanese business 

world b e l ieves that Japan would find it exceedingly difficult to stay in South 

Africa once the Americans have gone.

It is equa l l y  d a ngerous to assume that South African c o mpanies would step into 

the breach and negate any possible damage following from American 

d isinvestment. As important as the $2.3 billion w hich some 3 00  United States 

c orpo r a t i o n s  have in fixed South African investments, is the ne w  technology 

expertise and m a nagement skills which they introduce.

T here are crucial contr i bu t i o n s  to South African economic strength w hi c h  South 

A frican com p a ni e s  cannot hope to substitute adequately. Moreover, American 

d isin v e st m e n t  w ould be such a hammer blow to business confidence that South 

African c o mpanies may feel rather jittery about m a ki n g  substantial new 

investments.

G ross d o m estic fixed i nvestments have been in decline since the end of 1981 

and, w h il e  this is partly due to the business cycle, business confidence and 

fear of disinvestment have also played and important r o l e . "18
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T o t a l  economic disengagement from South Africa is the most effective weapon against apartheid 
and w h it e  rule because it cuts the life blood to the heart: capital and technology. Moral

o u t r a g e  and c o n d e m n a ti o n s  fall on deaf ears.

A m o d e r n  d ic t a torship c o n t r olling an industrial econ o m y  cannot endure without increasing 

capital, technology, trade and sustainable growth. A general African uprising in the 

townships, South African foreign a d v e n t u r e s , 19 a decrease in foreign i n v e s tments and loans 

i n c r e a s i n g  labor and civil unrest and a c oordinated urban guerrilla campaign, will inevitably 

lead to a c o ntinual cycle of death, destruction and open warfare in South Africa. This is 

t otal l y  d e s t a b i l i z i ng  to an economy and to a society.

A m e r i c a n  c o r p o r a t e  disengagement is in some ways already a fait accompli according to a Financial 

M ail article:

"In one respect at least, the divestment forces have already won. They have 

p r evented discouraged, dissuaded, whatever you call it, billions of n ew  United 
S t a t e s  invest m en t s  in South Africa. T hey have discouraged new companies, new 

i n v e s t o r s  w h o  were looking for foreign oppor t u n i t i e s from coming to South 

A f r i c a . 20

D i v e s t m e n t

T h i s  au t ho r  believes it is in the best short - te r m  as well as lo ng-term economic interests 

of U.S. c o rp o r a t i o n s to disengage from South Africa. South African o p erations are no 

longer p r ofitable in most cases and there is an i m mediate risk that product imports,capital 

i n v e s tm e n t  or sales will be lost or adversely a f f ected by continued m i l itary and police 

action, domestic and foreign boycotts or emb a r g o e s  or government expropriation. This is 

in a d d i t i o n  to nor m a l  risks of c u r rency fluctuation and unstable c o m modity p r i c e s . In the 

long-term, a n e w  m a j ority-ruled government may look elsewhere for investments and trade or 

will e x t r ac t  a very high price for foreign corporate involvement. At worst, corporate 
supp o r t  of the w h i t e - m i n o r it y  will rule out any access in the future to South Afri c a n  

s tr a t e g i c r e s o u rc e s  and play into the hands of U.S. cor p o r a t e  enemies around the w o r l d . A 

s h o r t - t e r m  loss may also be more than offset by substaintial l o n g - t e r m  gains.

If d i s e n g a g e m e n t  is the only e f f e c t i v e  force to counter apartheid and bring about change in 

South Africa, what action is most effective in c onvincing corporate management to withdraw 

and totally dise n g e n g a g e f rom South Africa?

In C al i f o r n i a  alone, over $100 billion is invested by public agencies, including the 

C a l i f o r n i a  State Treasurer, the Public E m ployees Retirement System (PERS), the 

C a l i f o r n i a  State Teachers Retirement System (STRS), the Univ er s i t y  of California (UC), 

t w e n t y  c o u n t ie s  and dozens of c ities and special districts throughout the state. Every 

public a g e n c y  invests s hort-term assets and with very few acceptions, all of the 

e n t i t i t i e s  described invest in corporations and financial institutions economically 

s u p p o r t i n g  the S o u t h  African apartheid regime. In addition, almost every private profit 

and n o n - p r o f i t  organization invests or deposits funds in corporations or banks operating 

in So u t h  Africa. Such o r g a nizations include pension funds, businesses, unions, public 

i n t e r e s t  o r g a n iz a t i o n s  and others. Finally, of course, are billions of dollars in 

i n d i v i d u a l  investments.

For ove r  a decade major church organizations and some institutional investors have 

c o r r e s p o n d e d  w i t h  corporate management, voted their stock and introduced shareholder 

r e s o l u t i o n s  as respon s i b l e owners to f ully disclose South African operations, limit
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in v e s tments, discourage or prohibit loans to the government or public agencies, fully 

i m p l e m en t  a code of conduct for corporations in South Africa and restrict sales to the 

m i l i t a r y  and police. While some companies have agreed to limited reforms, no resolution 

has eve r  been adopted over the objection of management.

W h i l e  s h a r e h o l d er  a ctivity has been responsible for additional disclosure, the primary 
succ e s s  has been to publicize corporate involvement in South Africa and encourage positive 

parent inf lu e n c e  on corporate subsidiaries. There is little, if any evidence to support 

m a j o r  c o r p o r a t e  shifts in South African policy caused by shareholder pressure.

C o r p o r a t e  m anagement will never be truly chaju.onged by their shareholders, unless and 

until l arge i n s t itutional inv e s t or s  take their o w nership iole much more seriously. 

M a n a g e m e n t  dom i n a t e s  and controls the o v e rw h e l m i n g  majority of proxies. A real challenge 

by i n s t i t u t i o n a l investors on South Africa at one corporate annual shareholders meet i n g  

t o d a y  w o ul d  take years to coordinate and involve enormous costs. Corporate d e m ocracy in 
the c a s e  of South Africa is a cruel hoax.

F e w  in s t i t u t i o n a l  shareholders exercise their o w nership respons i b i l i t i es  by 

c o m m u n i c a t i n g  with corporate mana g e m en t  or voting their shares sgainst management. The 

m a j o r i t y  of large institutions c o n tinue to "vote with m anagement or s e l l . "21 For 

e xample, the Unive r s i t y  of California Board of Regents have voted against corporate 

m a n a g e m e n t  on only two o c casions on a South Africa resolution in the history of the 

U n i v e r s i t y  as a corporate shareholder.

Very fe w  inst i t u t i o ns  have ever seriously corresponded with management on South Africa. 

In c ase of the Unive r si t y  of California, the U niversity of Maryland, the C alifornia State 

T e a c h e r s  R etirement Systems (STRS) and the California Public Employees Retirement System 

(PERS), form letters were mailed and the c o m panies responded by form letters. It was an 

e x e r c i s e  in public relations for all concerned.

C a l i f o r n i a  PERS and STRS on one occasion introduced a South Africa resolution at Xerox 

w hich was defeated by 90% of the vote. That action was only taken after considerable 

p r e s s u r e  was exerted by the Brown Administration. Since that time, the s tate retirement 

f unds have been less active and have even dropped their subscription to the Interfaith 

Ce n t e r  on C o r p o r a t e  Responsi b i l i t y  (ICCR), w hich provides information on corporate 

r e s p o n s i b i l i t y  issues.

W h i l e  c o r r e s p o n di n g  with corporate m a n a g e m e n t , voting common stock at annual shareholders 

m e e t i n g s  and introducing resolutions have had a limited impact on corporate m a n a g e m e n t , as 
well as  the refusal to invest and divestment has influenced American business and had a dir­

ect impact on the South African g o v e r n m e n t . Such a c t ivity has also led numerous public 

a g e n c i e s  to refuse to purchase goods and services from many corporations and financial 

i n s t i t u t i o n s  op erating in South Africa.

Since 1976, seven states, three counties, twenty-eight cities and one U.S. territory 

(Virgin Islands) have enacted divestment proposals man d a t i n g  the divestment of over $1.8 
billion f rom U.S. corporations and banks involved in the South African e c o n o m y . 22 

A n o t h e r  forty- t hr e e  educational institutions have fully or partially divested 23 ana as 

m a n y  a s  tw en t y  California State U niversity and Colleges (CSUC) auxiliary organizations 

h ave e n ac t e d  socially r esponsible investment g u i d el i n e s . 24 According to the Social 

I n v e s t m e n t  Forum, of the a p p r oximately $40 billion in assets of "socially screened" 

p o r t f o l i o s  managed by professional fund managers, $12 billion has been divested or has 

b een p r o h i b i t e d  from investing in firms operating in South A f r i c a . 25
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As in the cas e  of disengagement, the withdrawal or prohib i ti o n  on new invest m en t s  results 

in the denial of capital. In a capital market economy, this is the o v e r i d in g  concern to 

cor p o r a te  management. The same is certainly true of the refusal to purchase goods and 

services. T h e s e  are market forces that cannot be ignored.

A "capital s t r i k e "  cuts to the heart of cor p o ra t e  m a nagement because it is the "bottom 

line". It is the only m or a l i t y  understood in the corporate boardroom when it comes to 

South Afri ca .  This is the reason the S outh Afri c a n  government, business organizations 

and the S o u t h  African F o undation are spending unlimited sums of money in the United States 

to lobby a g a i n s t  divestiture. It is also the reason that the South African government has 

a s s i g n e d  a senior official in the Foreign A f fa i r s  Department, Dr. M a r k  Burgher, to

c o o r d i n a t e  a m ajor l o b bying effort in the United States against divestment.

D i v e s t m e n t or the denial of capital is not an idle weapon in our capital m a r k e t . Presently 

over 80? of the stock and 60-70% of corporate bonds traded every day on m ajor exchanges are 
traded by pens i on  funds. This percentage is larger if we include other institutional 

investors, suc h  as local governments, college and university endowments and public 

i n t erest o r g a n i z a t i o n s  m a n a g i ng  smaller "cash" portfolios.

Over $1.3 t ri l l i o n  in assets are controlled by pension funds and this number will grow to $4 

t r i llion by 1995. The present sum totals almost 28% of our GNP. In California, public 

a g e n ci e s  a l o n e  control more than $80 billion in pension assets, and Calif o r ni a  PERS has 

been id e n t i f i e d  as an institutional investor that literally sets the stage for the opening 

of a n e w  bond i ssue and its accep t a b il i t y  in the m a r k e t  place.

Pension f u n d s  are today the single largest source of domestic co r porate capital, or a

source p r o v i d i n g  about a quarter of all n e w  capital available for i n v e s t m e n t . That figure 

will i n c r e a s e  to about 50% by 1990. The loss of ac c e s s  to a portion of this capital by 

A m e r i c a ' s  largest companies is cause enough for r e e v aluating policies in South Africa.

It would be a m i s ta k e  to gauge the financial impact of divestment by the selling of stocks, 

bonds or s hort ter m  debt securities in the secondary m a r k e t . The actual impact on corporete 

m a n a g e m e n t  is slight, since another investor will simply buy the security. An impact may 

result f r o m  a d ve r s e  p u b l i c i t y , or if the number of shares sold is large enough, price m a y  be 
tempor ar i l y  depressed. The 'eal impact, however, is based upon the fact that an 

i n creasing number of institutions will not purchase a com pa n y ' s  security in the primary or 

secondary market. A major corporation in our economy must have full access to capital 

m a r k e ts  to be able to compete. Again, the "bottom line" is capital and the denial of 

access to o n e -h a l f  of all corporate domestic capital wil l  have extr e m e  financial 

r e p e r c u s s i o n s  on a multinational firm.

Another fact that is difficult to quantify, but no less true, is that once c o mpanies have 

been i d e n t i f i e d  by fund m a n agers and the public as s u pporting apartheid in South Africa, 

not only will  less capital be available, but c o r porate products will be avoided by 

consumers. Even when apartheid is eliminated in South Africa, those companies will long 

be r e m e m b e r e d  and that fact will influence future market behavior.

Major a r g u m e n t s  against divestiture or the refusal to mak e  ne w  investments in c ompanies 

o p e r a t i n g  in S outh Africa have been p r imarily financial and fiduciary. The most c o m monly 

voiced a r g u m e n t s  are that the d ivestments of S outh Africa Invested (SAI) corporate 

s e c u r i t i e s will:

impair peformance and increase risk 

red uc e  d i v er s i fication and liquidity 

i n c r e a s e  transaction cost
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Before e v a l u a t i n g  these arguments, one must understand portfolio asset allocation. 

Assets of an i n s t i t u ti o n a l  portfolio are traditionally allocated into the generax 

c a tegories of cash, fixed-income and equity. T here has been no detailed financial study 

of the impact of South African divestment relating to cash and fixed-income portions of a 
portfolio because it is generally accepted by investment professionals that the financial 
impact of d i v e s t i t u r e  will be minimal if not non-existent. The only exception, was a two 

page discu s s i o n  in a controversial and highly disputed June, 1984 study by Wilshire 
A s s o c i a t e s . 27 W i l s h i r e  argued that the universe of prime corporate commercial paper 

i ssues and l arge banks issuing certificates of deposits (CD's) would be reduced and that 

t his w o ul d  carry m ore default risk and provide lower average quality.

The W i l s h i r e  s tudy conveniently ignored the wide range of federal agency securities 

a va i l a b l e for i n v es t m e n t  and neglected to cite numerous public agencies and two mutual 
m o n e y market f u n d s  that not only exclude SAI securities, but have extensive exclusionary 

and i n c l u s i o n a r y  criteria.

Not only are there lit e r a l l y  t housands of high quality, government-guaranted s h ort-term 

s e curities avai l a b l e ,  there is more than ample prime corporate commercial paper and 

eligible CD' s  a v a i l a b l e  to provide competitive yields. Quality of corporate paper is 

simply not a f f e c t e d  and ample investment oppor t un i t i e s  exist for CD investments in 

hundreds of l a r g e  regional banks, savings & loans and credit unions.

Two money m a r k e t  funds utilizing a c o m p rehensive social and economic, as well as a 

financial criteria, W o r k i n g  Assets and Calvert Group, hove been in the top quartile of 

p erformance s i n c e  1983, and Calvert Group was the highest performing money market fund in 

1983 a ccording to the Donoghue M oney Average.

W i l s hi r e  also s t a t e d  that the implications of divestiture for fixed-income portfolios 

would be a smal l er  universe and lower average quality. W hile it is certainly true that the 

elimination of SAI securities will reduce a small portion of the universe, it does not 

reduce quality. W i ls h i r e  even admitted that 85% of the South Africa Free (SAF) debt would 

be rated Baa or better. *

In their analysis, W il s h i r e  also conveniently neglected to include in the fixed income 

category, r e s i d ential, commercial and industrial real estate, loans or private debt 

placements.

What is a lso i m p o r t a n t  to realize is that most large institutional investors allocate the 

majority of their a s s e t s  to fixed-income, including real estate. This is especially true 

for pension funds, w h ic h  are more conservative and must meet interest rate assumptions and 

pay benefits to r et i r e e s  every year. Equity or stock is usually the most risk-oriented 

portion of a portfolio, and the most volatile. Most large institutional investors 

allocate a smaller portion of their assets to equity and many public funds severly limit 

stock by c o n s t i t u t i o n  statute or regulation. T his means that the majority of funds are 

not even i m p a c t e d  by a South African d ivestiture 1

T he U n i v e r s i t y  of Calif o r n i a is a n  exception, a llocating 75% of assets to equity. 30

In fact, of the two l argest Unive r s i ty  of California Funds, the General Endowment Pool 

(GEP) and the R e t ir e m e n t  Funds (UCRS), almost 50% of the equities are in 15 large growth 

c o m p a n i e s . 31 It is that portion of a portfolio allocated to equity or stocks, which has 

received the m os t  at t en t i o n  and study in the debate over divestment.

Over a dozen m a j o r  financial studies on the financial impact of divestiture on equity 

portfolios hav e  c o n c l ud e d  that with a slight i n c rease in risk and volatility, South Africa 

Free (SAF) o u t p e r f o rm e d  South Africa Invested (SAI) portfolios.
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In April 1982, at the request of the C onnecticut State Treasurer, Daniel and Bell Capital 

M a n a g em e n t  completed a study of the C onnecticut Mutual Equity Fund, comparing §AI and SAF 

portf o li o s  for five years (1977-1981). The SA F  portfolio outperformed the SAI portfolio 

by an a v e r a g e  annual b a s i s o f  6.3%, was 89% as diversified as the Standard & Poor's 500, and 

was 1.26% times as volatile as the S&P 500. The study c o n c l u d e ^ t h a t  the sanitized 

p o r t f o l i o  o u tp erformed both the original portfolio and market.

Daniel and Bell also found that four of the six current C onnecticut portfolio managers 

would have  improved their rates of return with SAF portfolios and the elimination of such 

s e c u r i t i e s would not have any apprec i a b l e effect on their m a nagement s t y l e s . 33

United S t a t es  Trust Company, Boston, w hich is a leading manager of "socially screened" 

accounts, als o  provided the State of C onnecticut with important performance data. United 

St a t e s  T r u s t ' s  study covered a ten y e a r  period (1972-1981) and found that the SAF portfolio 

o u t p e r f o m e d  the SAI portfolio by an average 1.6% a year during the ten y e a r s . 34

In 1983, The Boston Compa n y  c o nducted a ten year study c om paring S&P 500 companies in SAF 

and SAI portfolios. South Afric a n  c o m panies were excluded because of their heavy 

e x p o s u r e  in S outh Africa, and because of poor employee r e l a t i o n s . SAF outperformed SAI by 

over 17% a n n u a l l y . 35

In De c e m b e r  1984, Robert Schwartz, Shears o n / L e h ma n / A m e r i ca n  Express, testified as an 

expert w i t n es s  in an Oregon d i vestment case that between 1977 and 1984, companies 

i d e n ti f i e d  for divestment a p p r e c i a te d  in value by 40%, while SA F  equities in the 

p o r t f o l i o s  in c reased by 5 7 % .’°

In a recent five year study by Ted Brown, sponsored by the Africa Fund and the N ew  World 

F oundation, S&P companies rated A- or above and SAF provided an aver a g e  annual return of 

29.2% higher than the SAI . 37 In addition, Favia Hill Associates, an af filiate of Chemical 

Bank, has been tracking SAF vs. SAI stocks on their "buy" list since 1981. T h e y  have found 

that there are ample equity choices, and there is no difference in the rates of return or 

the r e l a t i v e  risk and liquidity of both groups of stocks.

In a d d i t i o n  to performance, diversification and l i quidity are other major questions 

raised in d i v e stiture debates. If one were to divest or refuse to invest in the equity of 

every c o m p a n y  o p erating in South Africa (approximately 284), you w ould eliminate o v e r half 

of the capital iz a t i o n  of the S&P 500, and one-half of the largest 100 companies, cf the 

S&P 500, you would also eli m in a t e  large portions of at least ten industry sectors in the S&P 

500. T h i s  argument also sugge st s  that since m ajor insti t u t i on a l  investors need 

liquidity, and only larger capitalized firms whose stock volume is great can provide such 

liquidity, d i v e s t i t u re  would h a r m  portfolio performance.

These m a y  sound like big numb e r s  to exclude, but current portfolio management proves 

otherwise. It is true that large institutional investors, such as the University of 

California, have an appetite for larger capitalized, high stock turnover companies, such 

as IBM, E a s t m a n  Kodak, 3M, and Gene r a l Motors. Sad to say, the U n iversity California is 

in v o l v e d  in a zero sum game where literally hundreds of other large institutions are 

t r a d i n g  the same stocks, lis t e n i n g to the same analysts and hearing the same earnings 

reports. Instead of having a high degree of diversification, University of California 

p o r t f o l i o s  are poorly diversified, heavily concentrated in growth stocks and have 

u n d e r p e r f o r m e d  the S&P 500 since 1983. In addition, because market trading is dominated 

by l arge i n s t itutional investors like UC, these heavily traded stocks become extremely 

v o l a ti l e  and prices fluctuate wildly.
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The U n i v e r s i t y  of California, w hile holding less than 90 stocks, is critical of the 

e l i m i n a t i o n  of 284 out of a market of several thousand jecurities. Almost all investment 

m a n a g em e n t  organizations limit their a t tention to a tiny fraction of the universe of 

p o s s i b l e  s t o c k s . Approved lists of most banks and advis o r s  contain between and 50 and 250 

names. Typically, fewer than ten names are under active consideration for addition to an 

a p p r o v e d  list at any particular time.

Investment restrictions or limitations of various sorts are numerous and designed to 

e l i m i n a t e  unpromising investments or r e p r e s e n t s  sample of a large universe concentrating 

on a group of stocks in w hich an organization has more expertise. That is why some 

a d v i s o r s  eliminate small firms, w hile others eliminate large ones or eliminate companies 

w it h  erratic dividend or earnings records, while others s pecialize in "turn arounds". 

T h e  s ta n d a r d  practice by prudent fiduciaries is to e stablish £  priori restrictions on 

their choices that are much narrower than any South African e x c lu s i o n . 39

T h e  e l i m i n a ti o n  of several S&P 500 i n d ustry groups is a lso irrelevant. In what 

i n s t i t ui t i o n a l  portfolio is every industry sector in the S&P represented? 

D i v e r s i f i c a t i o n  is of risk, not industry sector. Should an a dvisor have every industry 

sector represented in the Wilshire 5000? Of course not. Based upon the market, interest 

r a t e s  and the economy, there are numer o u s  industry sectors a prudent manager will want to 

avoid.

S A F  portf o li o s  are slightly risker than SAI p o r t f o l i o s . On the other hand , this increased 

risk is e x ce ptionally low. For example, in a study by M a r k  Rudd, it was found that the 

effect on portfolio risk of e x cluding companies operating in South Africa was "contrary to 

intuition, not particularly i m p o r t a n t ."40 Other financial studies i nd icate that 

d i v e s t m e n t  will slightly increase risk, but such risk is offset by i n creased performance.

W i l s h i r e  A s s o c i a te s  as well as the University of Calif o r n i a  T r easurer have e s t imated the 

t r a n s a c t i o n  costs of divestment to be in the millions of dollars and c o m m i ssions to average 

from 1-6% of round-trip trades. T his is an argument not substantiated by data or the real 

world. In fact, the University of C alifornia Treasurer mad e  a totally undocumentated 

e s t i m a t e  of $100 million b eing the cost of divestment of the Unive r s i t y  of California's SAI 

stocks. T hese figures ignore the reality of trading, normal portfolio turn-over, the 

present deregulated brokerage industry where c o m m i ssions are highly competitive and 

ne g o t i a t e d  (the larger the institution, the stronger the negotiating position), 

b l o c k / t r a d e s  and Fourth Market transactions, or i nstitution to institution trading. 

T h e s e  hig h  transaction costs also ignore increased returns of SAF stocks.

N o w h e r e  does the U niversity of California Treasurer compare the U n i v ersity's transaction 

by tr a n s a c ti o n  costs to verify this overall t r a n s action cost estimate. This is not 

s u r p r i s i n g  when one realizes that his office may be somewhat embarrassed by larger 

tr a n s a c t i o n  cost h istory whe n  compared to other institutional investors. Thi s  lack of 
data provided by the T reasurer's office is also not surprising, since as early as 1978, the 

U C  T r e a s u r e r  refused to turn-over investment data to the L eg i s l a t u r e . 41

T h e  onl y  docum e n t e d  evidence from the Treasurer's office is a figure of $.10 per share to 

d i v e s t  46 million shares, $.10 per share to acquire an a dditional 46 million shares and 

$.25 per share to acquire the next additional 4 6 mill i on  shares or a total projected cost of 

$20.7 m i l l i o n . 42 This statement was made five days after the Univ e r s i t y  Treasurer's 

o f f i c e  admitted that he may have "overestimated" t ransaction costs and after Wayne Wagner 

of W i l s h i r e  A ssociates indicated that the T r ea s u r e r ' s  analysis "is sort of taking one 

n u m b e r  out o f  context and ap p lying it to a specific s ituation" relating to the Treasurer's
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use of the W i l s h i r e  study on the transaction costs of d i v e s t m e n t .43

T h e  T r e a s u r e r ' s  office went on to say that transaction costs were one of the least 

im p ortant aspects of divestiture and more important would be how divestmtnt affec t e d  the 

U n i v er s i t y ' s  lo n g - t e r m investment returns. The T r e a s u re r ' s  Report to the Regents 

discussed, but did not quantify the issue of r e t u r n s . 44

Acc o r d i ng  to a United States Trust Comp a n y  study, t ransaction cost for a roun d- t r i p  of 

divesting and r e i n v e s t in g  would be a p p r oximately .4% or 10 cents a share or less than . 2% on 
an a v e r a g e  stock price above $50 dollars a sha r e . 45 This a u t hor's highest round-trip 

transaction costs on small even lot trades on stocks under $20 primarily in small 

ca p i t a l i ze d  firms has never exceeded 2%.

Th e  U n i v e r s i t y  of C alifornia Faculty for Full Divestment released an Alternative 

T r e a s u r e r ' s  Report in J une 1985, indi c a t i n g  that divestment transaction cost over a five 

year period would total $3.7 mill i on  an n ually after a l l owing for normal portfolio turn­
over, or a p p r o x i m a t e l y  $18.9 m il l i o n . 46 This is $62 million less than the Treasurer's 

u n d o c u m e n te d  estimate.

In addition, the Chesa p e a k e  Financial Group, in a letter to the U n i ve r s i t y  Regents 

i n dicated they had secured a commitment of a syndicate member to execute tr a n s actions for 

the U n i v e r s i t y  at $.06 per s h a r e . 47 Chesapeake also stated:

We have assu m e d that the U n i v e r s i t y  of California had $3 , 0 0 0 , 0 0 0, 0 0 0  invested 

in their common stock p o rtfolio on January 1, 1980 and have assu m e d  that the 

same dollar amount was being concurrently managed by our syndicate member that 

is ranked in the first percentile by SEI [formerly A.G. Becker]. Our study 

shows that w hile the Unive r s i t y  of C a lifornia retirement and e n dowment funds 

would have a p p r e c i a t e d  to a little in excess of $ 5 , 000,000,000 the same funds 

under p r o f e ssional m anagement would have appreciate to a little in excess of 

$12,000,000,000.

A d d i t i o n a l l y , our results are net of all brokerage costs and m anagement f e e s .

Th e  question of "l iquidity cost" as presented by the W i l shire Report and 

others in light of this e v i d e n c e , becomes meaningless. In fact, the 

U n i v e r s i t y of C a li f o r n i a  has already suffered a severe penalty by not 

e x p l o i t i n g  this a l t e r n a w v e  and it may be prudent to assume to continue to 

ign or e  superior i n v es t m e n t  al t e r natives would have similar results in the 

f u t u r e . 48

W i l s h i r e  A ssociates, as well as other opponents of divestiture have also voiced the 

argument that there is not only a lack of r eliable data on c o mpanies operating in South 

Africa, but fund m a n a g e r s would be faced with increasing research costs a s sociated with 

e v a l u a t i n g  smaller c apitalized firms.

Ou t l i n e d  b e l o w  are several o r g a nizations that provide data and information on 

c o r p o r a t i o n s  ope r a ti n g  in South Africa:

Tr a n s Africa, Washington, DC

W a s h i n g t o n  Of f i ce  on Africa, Washington, DC

Investor R e s p o n s ib i l i t y  Research Center, Washington, DC

Inter f a i t h  Center on C o rporate Responsibility, Ne w  Yor k
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Coun c i l  on Ec o nomic Priorities, New York

T he D a t a  Center, Oakland

U nited Nations, New York

Africa R e s o u r c e  Center, Oakland

A m e r i c a n  Com m i t t e e on Africa, N e w  York
A m e r i c a n  Friends Service Committee, Philadelphia

C o r p o r a t e  Data Exchange, New York

Ar t h u r  D. Little & Co., New York

U.S. S t a t e  Department, Washington, D C

Research of a " s oc i a l "  n ature is widely available, and very inexpensive. M u c h  of this 

information can be obtained at little if any cost, or through " s of t-dollar" arrangements 

with b r o kerage and investment firms. Financial information is also a v a ilable on smaller 

capitalized firms, and any increase in cost will be the price a manager pays for increased 

performance a s s o c i a t e d  with smaller firms.

Another a r g um e n t  that has been a d v anced by Meidinger Asset P l an n i n g  Services, is that 

money m a n a g e r s  w i l l  refuse to accept fiduciary r es ponsibility for the performance of 

p ension funds u nder a South African exclusion sce n ar i o . 49 This a r g rm e n t  is rebutted by 

r eality and a "free m a r k e t  economy". In the last five years, the inve s t m en t  community has 

come forward w i t h  an i n creasing number of investment vehicles and p r o f e ssional products 

and s e r vices p r o vi d i n g  institutional and individual inv e s t o r s n o n - S o u t h  African 

investment o p p o r t u n i t i t e s . Three mutual funds in the last three years and literally 

dozens of asset m a n a g e r s  are available to manage assets uti l iz i n g  a n o n - S o u t h  African 

criteria. Included, are firms listed below:

U.S. T r u s t  Co., Boston
F r a n k l i n  Investment Group

S h e a r s o n / L e h m a n / A m e r i c a n  Express

W i l s h i r e  A s s o c i a t e s

A l l i a n c e  Capi t a l  M anagement

T r i n i t y  Inve st m e n t  M anagement

D a n i e l s  & Bell Capital Manag e me n t  Co.

P e r f o r m a n c e  Capital Corp.

Favia H ill Assoc.

C h e s a p e a k e  Financial Group

In a d d i t i o n , the Social Investment Forum has identified over $40 billion irvassets that are 

p resently s o c i a l l y  screened portfolios under professional management.

P o r tfolio d i v e s t m e n t  as a strategy to influence c o rporate m a n a g m e n t  and meet the 

i n vestment o b j e c t i v e s  of f iduciaries and plan participants or benefi c i a r i e s  provide a 

high degree of f l e x i b i l i t y  in implementation. While the UC T r e a s ur e r  outlined six 

options for U C  R e g e n t s , 51 the various options in a scheduled a *.d flexible divestment 

strategy were ignored. Also ignored as an option, but documented, was a scheduled or 

phased d i v e s t m e n t  cur r e n t l y  being implemented by the City of Ne w  York.

A n  obvi o u s  d i v e s t m e nt  strategy is to prohibit all ne w  i n v e s tments in all categories: 
cash, f i x e d - i n c o m e  and equity. This could be supplemented by an activist shareholder 

strategy. W i t h i n  the cont e x t  of divestment, distinctions could be recog n i z e d in the 

levels of c o r p o r a t e  economic and financial support of the a p artheid regime and divestment 

could be phased in over a specific period of time, increasing econo m i c  pressure with each 

step.
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Levels of South African criteria for exclusion or inclusion for portfolio 

selection include the strategic nature of the comp a n y (i.e. technology, 

n uclear power, defense, etc.)» the actual number of e m p l o y ee s  in South Africa, 

company contracts with government agencies, loans to the government, tax and 

other revenue paid to the governement, i m portance to the ap a rt h e i d  structure 

(computers and photos for the pass system), etc. Obviously, each level of 

screen" changes the absolute number and kind o f  comp a n y  included or excluded 

fro m investment consideration.

C O N C L US I O N

S outh Africa presents a great and growing risk for c o r p o r a t e  m anagement and for 

insti t ut i o n a l  investors o w n i n g  securities of corporations and financial institutions 

o p erating in South Africa. In fact, many in the legal p r ofession hav e  stated that 

b e n e f i c i a ri e s  may have recourse in the courts, if trustees a c t i n g  as f iduciaries for 

re t i r e m e n t  funds ignore the high risk in South Africa and i ncur losses in corporate 

e a r n in g s  due to investment or trade loss in South Africa as the result of m i li t a r y  action, 

r e v o l u t i o n  or e x p r o p r i a t io n . 54

Inv e s t o rs  have a legal as well as a moral obligation to rec o g n iz e  a p a rtheid as an economic 

threat. You cannot separate the economic, financial, social and political impacts of 

inv es t i n g  in our international economy today.

T h e  Sullivan Code of C on d u c t  has a very limited, and in the long-term, a h armful impact on 

the progress in the fight against apartheid. D i se ngagement will cut the lif e b l o o d  to the 

a p a r t h e i d  regime by denying capital and t e chnology to the w h i t e minority. The Sullivan 

Cod e simply makes the chains more comfortable for 1% of the Afri c a n  population e m ployed by 

U.S. firms there.

W h i l e shareholder voting and the initiation of resolutions r a is e  the issue to public 

debate, it may not be eff e c ti v e  in reducing corporate capital and technology to South 

Africa. Divestment and the refusal to p urchase securities and goods and services from 

cor po r a t i o n s  and financial organizations o p erating in South A f r i c a  will deny corporate 

m a n a g e m e n t  the "bottom line" resource n e cessary to exist in a market economy: capital. 

Th i s  is the "bottom line morality" for corporate management.

Lit e r a l ly  dozens of pr S e s s i o n a l  money managers, brokers, i n v es t m e n t  advisors and others 

m a n a g i n g  individual and institutional assets control over $40 billion in screened 

investments, of which $12 billion has been divested from com p a ni e s  in South Africa. This 

t o t a l  is growing and w ith it, the understanding of socially r esponsible investing.

D i s e n g a g e me n t  and divestment will not only increase portfolio performance as has been 

shown, but reduce the ris k  associated wit h corporate i n v o lvement in South Africa. 

Inv es t i n g  in large c ompanies operating ab r o ad  involves foreign c u r r e n cy  fluctuations 

w h i c h  affect corporate earnings, but also each country in w h i c h  a company operates 

r e a l i z e s  specific economic risk relevant to the local e conomy and the overall financial 

h e a l t h  of the company. If domestic violence and d estruction of property c o n tinues in 

South Africa, there is direct corporate investment risk, as well as the p robability that a 

m a j o r  portion of corporate revenu e s  and strategic mineral imports will be effected. This 

w i l l  undoubtedly effect earnings.
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D i v e s t m e n t  can also increase po r t f o l i o  diversification by ch a l le n g i n g  fund m a n agers to 

re d u c e  their dependency on a few large capitalized growth companies and increase exposure 

in smaller c o mpanies which are m ore  innovative, create employment in this country and 

in c r e a s e  portfolio performance.

It' s  ironic that U.S. firms in which large institutions invest, are the main culprits in 

e x p o r t i n g  jobs to South Africa. Chic a g o  s t e e l workers discovered that steel beams being 

used to construct a new state building in their city were imported from South Africa. At 

the same time, U.S. Steel's S o u t h w o r k s plant in C h i c a g o — w hich makes the same kind of steel 

b e a m s — laid off s t ee l workers by the thousands. Meanwhile, C ontinental Illinois was 

l o a n i ng  money to South Africa's ISCOR, that made the beams for the ne w  state building. 

Stee l w o rk e r s  with their savings in Contin e n t a l  Illinois began q uestioning why they were 

p u t t i ng  their h a r d - earned money in a bank that was h el p i n g  S outh Africa eliminate their 

j o b s . 55

Inves t m e n t  o p po rtunities exist for i n n o v a t i ve  fund m a n agers that will provide competitive 
r a t e s  of return and similar portfolio risks in the a reas of residential, commercial and 

industrial real estate. A c c o r d i n g  to an input-output model study, for each dollar spent 

on construction, a total of $1.44 in income will accrue to C a l i f o r n i a n s . 56 For $100 

m i l l i o n  of new investm e n t s  Ct ’.ifornia residential real estate, 674 0  new jobs would be 

created, $144 million in income, $2,35 0 ,0 0 0  in local tax r evenue and $ 1 6 , 65 0 , 0 0  in state 

tax revenue would be g e n e r a t e d . 57

Hu n dreds of new and altern a t i v e  investment v e h icles to SAI s ecurities exist, w hich have a 

positive impact on our society. Such i n v es tments are av ailable to i nnovative fund 

m a n a ge r s  that are not afr a i d  of hard  work and the c h allenge of r e s p o nsible investing. It 

is this group of professionals wh o  understand the i n t e r d e pe n d e n c e  between portfolio 

management, our local e c o n o m i e s  and South Africa.

Th e  black majority in South Africa will inevitably take control of that government. As 

investors, we can c on tinue to support the white-m i n o r i t y and risk substantial losses, or 

w e  can truly become a p rogressive force in S outh A f r i c a , deny capital and technology to the 

Afrikaner g o v e r n m e n t , and f orce them to peacefully transfer power to the majority. In the 

end, it's a moral and political decision. There is no financial, economic or legal 

justification for in vesting in a p a r t h e i d . 58
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9 J u n e  2 0 ,  1 9 8 5  l e t t e r  f r o m  D u m i s a n i  K u m a l o ,  P r o j e c t  D i r e c t o r ,  A m e r i c a n

C o m m i t t e e  o n  A f r i c a ,  N e w  Y o r k .

1 0  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 , 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 . ,  W a s h i n g o n ,  D . C . ,  D e c e m b e r  1 9 8 4 ,  p p .  2 2 7 - 2 3 2 .

11 W a l l  S t r e e t  J o u r n a l , M a r c h  11, 1 9 8 5 ,  a r t i c l e  e n t i t l e d ,  " A p a r t h e i d

R e a c t i o n :  F u r o r  o n  S o u t h  A f r i c a  M a k e s  U n i t e d  S t a t e s  f i r m s  Q u e s t i o n  

t h e  V a l u e  o f  R e m a i n i n g  T h e r e " ,  p . l .

12 " G o l d  R e l a t e d  I n v e s t m e n t s :  C a n a d i a n  I s s u e s  P r e f e r r e d " ,  D r e x e l  B u r n h a m

L a m b e r t  R e s e a r c h  R e p o r t ,  N e w  Y o r k ,  M a y  2 0 ,  1 9 8 5 .

13 T h e  C h r i s t i a n  S c i e n c e  M o n i t o r , J u l y  19, 1 9 8 5 ,  p. 3 2

14 U p d a t e . V o l .  9, N o .  4, p u b l i s h e d  by t h e  A f r i c a  P o l i c y  I n f o r m a t i o n  C e n t e r ,

T h e  A f r i c a n  A m e r i c a n  I n s t i t u t e ,  A p r i l ,  1 9 8 5 ,  p . l .

1 5  L e t t e r  o f  J u n e  2 8 ,  1 9 7 7  to  R o y  T .  B r o p h y ,  C h a i r m a n ,  B o a r d  o f  T r u s t e e s ,

C a l i f o r n i a  S t a t e  U n i v e r s i t y  a n d  C o l l e g e s  f r o m  C a r l  N o f f k e ,  I n f o r m a t i o n  

C o u n s e l o r ,  E m b a s s y  o f  S o u t h  A f r i c a ,  W a s h i n g t o n ,  D . C .  T h i s  1 7 - p a g e  

l e t t e r  a r g u e d  a g a i n s t  a n y  T r u s t e e s  a c t i o n  a g a i n s t  c o m p a n i e s  i n  S o u t h  

A f r i c a ,  c i t i n g  t h e  g o v e r n m e n t ' s  s u p p o r t  f o r  t h e  o b j f c t i v e s  o f  t h e  c o d e .

16 T h e  N e w  R e p u b l i c , M a r c h  25, 1 9 8 5 ,  p. 11

17 J o h a n n e s b u r g  S t a r . J u l y  9, 1 9 8 4 .



18 R a n d  D a i 1 y M a i l , J a n u a r y  4, 1 9 8 5 .

19 T h e  a u t h o r  is r e f e r r i n g  t o  S o u t h  A f r i c a ' s  i n v a s i o n  o f  A n g o l a  a n d

B o s t w a n a ,  i n c l u d i n g  a r e c e n t  u n s u c c e s s f u l  e f f o r t  t o  d e s t r o y  A n g o l a ' s  

G u l f  O i l  r e f i n e r y  a t  C a b i n d a .

2 0  F i n a n c i a l  M a i l . F e b r u a r y  1, 1 9 8 5 .

21 T h i s  p r a c t i c e  i s  c o n s i d e r e d  " T h e  W a l l  S t r e e t  R u l e " .

2 2  A m e r i c a n  C o m m i t t e e  o n  A f r i c a ,  " S u m m a r y  C h a r t  o n  P u b l i c  F u n d  D i v e s t m e n t " ,

J u n e  1 9 8 5 .

2 3  " P e r s p e c t i v e :  C o l l e g e  A c t i o n s  o n  S o u t h  A f r i c a n  I n v e s t m e n t " ,  A m e r i c a n

C o u n c i l  o n  E d u c a t i o n ,  W a s h i n g t o n ,  D . C . ,  M a y  1 9 8 5 .

24 S u r v e y  o f  C a l i f o r n i a  S t a t e  U n i v e r s i t y  a n d  C o l l e g e  A u x i l l i a r y

O r g a n i z a t i o n s ,  C a l i f o r n i a  S t a t e  S e n a t e  S e l e c t  C o m m i t t e e  o n  I n v e s t m e n t s ,  

C a l i f o r n i a  L e g i s l a t u r e ,  J a n u a r y  1 9 7 9 .

2 5  " T h e  S o c i a l  B a l a n c e  S h e e t " ,  T h e  S o c i a l  I n v e s t m e n t  F o r u m ,  B o s t o n ,  M A ,

A p r i l  2 5 ,  1 9 8 5 .

26 S o u t h  A f r i c a n  R a n d  D a i l y  M a i l , J a n u a r y  10, 1 9 8 5  a n d  S o u t h  A f r i c a n  S u n d a y

T i m e s , M a r c h  3, 1 9 8 5 .

2 7  " S o u t h  A f r i c a n  D i v e s t i t u r e :  T h e  I n v e s t m e n t  I s s u e s " ,  by W a y n e  W a g n e r ,

A l l e n  E m k i n  a n d  R i c h a r d  D i x o n ,  W i l s h i r e  A s s o c i a t e s ,  A s s e t s  M a n a g e m e n t  

D i v i s i o n ,  J u n e  1 9 8 4 .

2 8  I b i d

2 9  I b i d

3 0  U n i v e r s i  t y  T r e a s u r e r 's A n n u a l  R e p o r t , 1 9 8 3 - 8 4

31 I b i d

3 2  "A S t u d y  o f  S a n i t i z i n g  t h e  S t a t e  o f  C o n n e c t i c u t  M u t u a l  E q u i t y  F u n d " ,

D a n i e l s  a n d  B e l l  C a p i t a l  M a n a g e m e n t  C o . ,  A p r i l ,  5, 1 9 8 2 .

3 3  I b i d .

3 4  " S t u d y  f o r  t h e  S t a t e  o f  C o n n e c t i c u t " ,  U . S .  T r u s t  C o m p a n y ,  B o s t o n ,

M a r c h  2 2 ,  A p r i l  2 a n d  A p r i l  9, 1 9 8 2 .

3 5  E x p e r t s  f r o m  c o n v e r s a t i o n  w i t h  R o b e r t  S c h w a r t z ,  M a y  15, 1 9 8 5  a n d  e x e r t s

f r o m  i n t e r n a l  f i n a n c i a l  d o c u m e n t s ,  T h e  B o s t o n  C o m p a n y  s t u d y ,  1 9 8 3 .

3 6  T r a n s c r i p t  o f  P r o c e e d i n g s  o n  A p p e a l ,  L a n e  C o u n t y  C i r c u i t  C o u r t ,  S t a t e

o f  O r e g o n ,  A s s o c i a t e d  S t u d e n t s  o f  t h e  U n i v e r s i t y  o f  O r e g o n  v s .  O r e g o n  

I n v e s t m e n t  C o u n c i l ,  D e c e m b e r  3, 1 9 8 4 .

37  " E c o n o m i c  A c t i o n  A g a i n s t  A p a r t h i e d :  A n  O v e r v i e w  o f  t r h e  D i v e s t m e n t



C a m p a i g n  a n d  F i n a n c i a l  I m p l i c a t i o n s  f o r  I n s t i t u t i o n a l  I n v e s t o r s " ,

T h e  A f r i c a  F u n d ,  N e w  Y o r k ,  b y  T e d  B r o w n ,  1 9 8 5 .

3 8  C o n f e r e n c e  o n  D i v e s t m e n t ;  O p t i o n s  f o r  C o n c e r n e d  I n s t i t u t i o n a l  I n v e s t o r s :

T h e  S o u t h  A f r i c a  Q u e s t i o n ,  V i s t a  I n t e r n a t i o n a l  H o t e l ,  W o r l d  T r a d e  

C e n t e r ,  N e w  Y o r k ,  A p r i l  15 ,  1 9 8 5  s p o n s o r e d  by t h e  N e w  W o r l d  F u n d :

S p e e c h  by S c o t t  P e t e r s o n ,  S e n i o r  V i c e  P r e s i d e n t ,  F a v i a  H i l l  a n d  

A s s o c i a t e s ,  a n  a f f i l i a t e  o f  C h e m i c a l  B a n k ,  N e w  Y o r k .

3 9  L e t t e r  o f  R o b e r t  B .  Z e v i n ,  E c o n o m i s t  a n d  V i c e  P r e s i d e n t ,  U . S .  T r u s t
C o m p a n y ,  B o s t o n ,  t o  R e v .  C h r i s i t a n  I o s s o ,  C o m m i t t e e  o n  M i s s i o n  

R e s p o n s i b i l i t y  t h r o u g h  I n v e s t m e n t .  P r e s b y t e r i a n  C h u r c h  ( U . S . A . ) ,  

S e p t e m b e r  10, 1 9 8 4 .

4 0  " D i v e s t m e n t  o f  S o u t h  A f r i c a n  E q u i t i e s :  H o w  R i s k y ? " ,  T h e  J o u r n a l  o f

P o r t f o l i o  M a n a g e m e n t , S p r i n g ,  1 9 7 9 .

4 1  L e t t e r  o f  S e p t e m b e r  2 5 ,  1 9 7 8  f r o m  U . S .  T r e a s u r e r ,  H e r b e r t  M .  G o r d o n  to

Senat'v.* J o h n  F. D u n l a p ,  C h a i r m a n ,  S e n a t e  S e l e c t  C o m m i t t e e  o n  I n v e s t m e n t  

P r i o r i t i e s  a n d  O b j e c t i v e s ,  C a l i f o r n i a  L e g i s l a t u r e .

4 2  T e s t i m o n y  o f  P a t r i c i a  S m a l l ,  A s s o c i a t e  T r e a s u r e r ,  J u n e  10 ,  1 9 8 5 ,

U n i v e r s i t y  o f  C a l i f o r n i a  R e g e n t s .

4 3  S a n  F r a n c i s c o  C h r o n i c l e , J u n e  5, 1 9 8 5 .

4 4  I b i d

4 5  Z e v i n / I s s o  c o r r e s p o n c e n c e , S e p t e m b e r  10, 1 9 8 4 .

4 6  A l t e r n a t i v e  T r e a s u r e r  1 s R e p o r t , U n i v e r s i t y  o f  C a l i f o r n i a  F a c u l t y  f o r

F u l l  D i v e s t m e n t , J u n e  1 9 8 5 ,  p a g e  4.

4 7  C o r r e s p o n d e n c e  a n d  s t u d y  o f  J u n e  1 3  a n d  J u n e  2 0 ,  1 9 8 5  f r o m  L o u i s  W.

M o r e l a n d ,  Jr.,, P r e s i d e n t ,  C h e s a p e a k e  F i n a n c i a l  G r o u p  t o  t h e  U n i v e r s i t y  

o f  C a l i f o r n i a  B o a r d  o f  R e g e n t s .

4 8  I b i d .

4 9  " I m p a c t  o f  S o u t h  A f r i c a n - R e l a t e d  I n v e s t m e n t s  o n  E q u i t y  P o r t f o l i o

P e r f o r m a n c 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 R R C ) ,  S o u t h  

A f r i c a n  R e v i e w  S e r v i c e ,  J a n u a r y  1 9 8 5 ,  p p .  1 3 - 1 4 .

5 0  " T h e  S o c i a l  B a l a n c e  S h e e t " ,  T h e  S o c i a l  I n v e s t m e n t  F o r u m ,  A p r i l  2 5 ,  1 9 8 5 .

5 1  T r e a s u r e r ' s  R e p o r t  o n  S o u t h  A f r i c a n  I n v e s t m e n t s ,  R e g e n t s  o f  t h e

U n i v e r s i t y  o f  C a l i f o r n i a ,  J u n e  1 9 8 5 ,  p. 1 3 8 .

5 2  I b i d . p p .  7 4 - 7 7 .

5 3  C a l i f o r n i a  S t a t e  a n d  C o n s u m e r  S e r v i c e s  A g e n c y  C o n t r a c t  S JS-15-, a r e p o r t

o n  t h e  n a t u r e  o f  c o r p o r a t e  i n v o l v e m e n t  i n  S o u t h e r n  A f r i c a  a n d  h o w  t h o s e  

i n v o l v e m e n t s  i m p a c t  p u b l i c  p e n s i o n  i n v e s t m e n t s ,  N o v e m b e r  2 9 ,  1 9 8 2  by 

a u t h o r .



5 4  C o n f e r e n c e  o n  D i v e s t m e n t  O p t i o n s ,  A p r i l  15 ,  1 9 8 5 .

5 5  " A m e r i c a n  S t e e l  J o b s  a n d  S o u t h  A f r i c a :  H o w  U . S .  S u p p o r t  f o r  S o u t h  A f r i c a

A f f e c t s  Y o u r  C o m m u n i t y . . . " ,  W a s h i n g t o n  O f f i c e  o n  A f r i c a  E d u c a t i o n a l  

F u n d ,  S e p t e m b e r  1 9 8 4 .

5 6  F i n a l  R e p o r t . G o v e r n o r ' s  P u b l i c  I n v e s t m e n t  T a s k  F o r c e ,  O c t o b e r  1 9 8 1 ,

p. 22.

5 7  I b i d , p. 23

5 8  W h e n  a l l  o f  t h e  q u e s t i o n s  r a i s e d  o v e r  d i v e s t i t u r e  a r e  a n s w e r e d  a n d  m a n y

p o r t f o l i o  m a n a g e r s  s t i l l  r e f u s e  t o  d i v e s t ,  o r  i n  m a n y  i n s t a n c e s  r e f u s e  to 

t a k e  a n y  a c t i o n  t o  t r y  a n d  i n f l u e n c e  c o r p o r a t e  m a n a g e m e n t  on  S o u t h  A f r i c a  

t h e r e  a r e  c l e a r  p o l i t i c a l  a n d  e c o n o m i c  q u e s t i o n s  t h a t  n e e d  to  b e  r a i s e d  

i n  a d d i t i o n  to o b v i o u s  f i n a n c i a l  c o n f l i c t  o f  i n t e r e s t  i s s u e s .  F o r  

e x a m p l e :

A r e  m o s t  m o n e y  m a n a g e r s  p o l i t i c a l l y  c o n s e r v a t i v e  a n d  s u p p o r t  

c o n t i n u e d  U . S .  c o r p o r a t e  p r e s e n c e  i n  S o u t h  A f r i c a ?  M o n e y  

m a n a g e m e n t  is n o t  a " p u r e  s c i e n c e "  a n d  i n v e s t m e n t  d e c i s i o n  m a k i n g  

is v e r y  s u b j e c t i v e .  T h e  m a r k e t  i s  d o m i n a t e d  by " f e a r "  a n d  

" g r e e d  . T o  w h a t  e x t e n t  a r e  n o r m a l  h u m a n  e m o t i o n s  a t  w o r k ?

I s  d i v e s t i t u r e  m o r e  w o r k  a n d  w i l l  m o n e y  m a n a g e r s  g e t  p a i d  f o r  

b e i n g  i n n o v a t i v e ?  M o s t  m a n a g e r s  a r e  p a i d  w e l l  f o r  t h e i r  s e r v i c e s  

a n d  i t ' s  d o u b t f u l  t h a t  u n l e s s  t h e y  a r e  r e q u i r e d  t o  t a k e  a c t i o n  or 

p a i d  m o r e  by t r u s t e e s  to  be i n n o v a t i v e ,  t h e y  w i l l  c o n t i n u e  to b e  

r e l a t i v e l y  p a s s i v e .

W i l l  m o s t  m o n e y  m a n a g e r s  c h a l l e n g e  p o l i t i c a l l y  c o n s e r v a t i v e  

t r u s t e e s ,  a d m i n i s t r a t o r s  or t r e a s u r e r s  w i t h  c l e a r  f i n a n c i a l  

c o n f l i c t s  o f  i n t e r e s t  i f  t h e y  a r e  h i r e d  a n d  p a i d  b y  t h e m  t o  

m a n a g e  a s s e t s  o f  a t r u s t  o r  p e n s i o n  f u n d ?  I d o u b t  i f  m a n y  m o n e y  

m a n a g e r s  w o u l d  f i n d  i t  i n  t h e i r  b e s t  i n t e r e s t s  t o  be  

" i n n o v a t i v e "  .

I f  t h e  m a j o r i t y  o f  a p r i v a t e  m o n e y  m a n a g e r s '  b u s i n e s s  c o m e s  f r o m  

l a r g e  c o r p o r a t e  c l i e n t s ,  w o u l d  t h e y  w o r k  t o  e x c l u d e  s u c h  

c o r p o r a t i o n s  f r o m  a n o t h e r  i n s t i t u t i o n ' s  i n v e s t m e n t  p o r t f o l i o ?

T h e  a n s w e r  t o  t h i s  q u e s t i o n  i s  t h a t  m a n y  d o  m a n a g e  e x c l u s i o n a r y  

p o r t f o l i o s ,  b u t  d o  i t  " u n d e r  t h e  t a b l e " ,  w i t h  n o  p u b l i c i t y ,  so  

t h a t  t h e i r  c o r p o r a t e  c l i e n t s  w i l l  n o t  f i n d  o u t .  H o w  w o u l d  y o u  

f e e l  i f  y o u r  m a n a g e r  e x c l u d e d  y o u r  c o m p a n y  f r o m  i n v e s t m e n t  

c o n s i d e r a t i o n  i n  a n o t h e r  i n s t i t u t i o n a l  p o r t f o l i o ?

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

t r e m e n d o u s  e c o n o m i c  i m p a c t  t h a t  d i v e s t i t u r e  c o u l d  h a v e  o n  

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

S o u t h  A f r i c a n  d i v e s t m e n t ?  M o n e y  m a n a g e r s ,  t h e  b r o k e r a g e  a n d  

i n v e s t m e n t  b a n k i n g  i n d u s t r y  i s  e x t r e m e l y  p o l i t i c a l  a n d  s e l f -  

i n t e r e s t  o r i e n t e d .  M o n e y  d o m i n a t e s  o u r  s o c i e t y  a n d  a s s e t  

m a n a g e r s  a r e  t r a d i t i o n a l l y  n o t  "a f o r c e  f o r  s o c i a l  c h a n g e " .

U n l e s s  t h e r e  i s  a f i n a n c i a l  s e l f - i n t e r e s t  t o  d o  s o ,  t h e  m a j o r i t y  

w i l l  c o n t i n u e  t o  o p p o s e  d i v e s t i t u r e .



J O H N  C H A R L E S  H A R R I N G T O N  

2 3 0  C a l i f o r n i a  S t . ,  S t e .  2 0 0  

S a n  F r a n c i s c o ,  C A  9 4 1 1 1  

4 1 5 - 9 8 9 - 3 2 0 0

1 1 3 0  F i r s t  S t . ,  S t e .  2 0 9  P . O .  B o x  6 0 5 6

N a p a ,  C A  9 4 5 5 8  N a p a ,  C A  9 4 5 8 1 - 1 0 5 6

7 0 7 - 2 5 2 - 6 1 6 6

EMPLOYMENT

W o r k i n g  A s s e t s  M o n e y  F u n d  

I n v e s t m e n t  A d v i s o r  

D r e x e l  B u r n h a m  L a m b e r t

P O S I T I O N

P r e s i d e n t

C o n s u l t a n t

D A T E

1 9 8 4 - P r e s e n t  

1 9 8 3 - P r e s e n t  

1 9 8 3 - P r e s e n t

FORMER EMPLOYMENT

C a l i f o r n i a  S t a t e  S e n a t e  

C a l i f o r n i a  S t a t e  k C o n s u m e r  

S e r v i c e s  A g e n c y  

S e r v i c e  E m p l o y e e s  U n i o n  

S e n a t e  C o m .  o n  I n v e s t m e n t s  

C a l i f o r n i a  S t a t e  L e g i s l a t u r e

C o n s u l t a n t

C o n s u l t a n t

C o n s u l t a n t

C o n s u l t a n t

A n a l y s t

1 9 8 3

1 9 8 2

1 9 7 9 - 8 2

1 9 7 7 - 7 9

1 9 7 1 - 7 7

PROFESSIONAL ASSOCIATIONS

C a l i f  .ia G o  e r n o r ’s P u b l i c  

I n v e s t m e n t  T a s k  F o r c e  

S a n  F r a n c i s c o  P u b l i c  P e n s i o n  

I n v e s t m e n t  P r o j e c t  

S a c r a m e n t o  B o a r d  o f  A d m n . ,  

I n v e s t .  &  F i s c a l  M g t .

C h a i r m a n  

B o a r d  M e m b e r  

B o a r d  M e m b e r

1 9 8 1 - 8 2

1 9 8 2 - 8 3  

1 9 7 9 - 8 0

EDUCATION

N a p a  C o l l e g e

S o n o m a  S t a t e  U n i v e r s i t y

U n i v e r s i t y  o f  C a l i f o r n i a ,  L o s  A n g e l e s  ( A f r i c a n  S t u d i e s  C e n t e r )  

S a c r a m e n t o  S t a t e  U n i v e r s i t y

U n i v e r s i t y  o f  Y o r k  ( C e n t r e  f o r  S o u t h e r n  A f r i c a n  S t u d i e s )

PUBLICATIONS

F u r n i s h e d  u p o n  r e q u e s t
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Considering where we started, 
only seven years ago, we have m ade  al­
most unbelievable progress in advancing 
the well -be ing o f  the black people of 
South Africa. We have m ade more progress 
in this regard in those seven years -  
educating our black brothers, provid ­
ing job  training and higher-paying ________________________________________________
jo bs  and supcrvisoryjobs, and m an ­
agement jobs , improving the medical
care and health programs, providing PRINCIPLE ONE
decent housing, doing all the things the
(Sullivan) signatory companies have PRINCIPLE TWO
com m itted to do. I’m  proud o f  the p m N r i P i  f t h p f f

jo b  the U.S. com pan ies  have done r M l i C J r  L>L» r m o u
and are do ing  in South Africa. But it’s
not enough, and I keep saying to the
companies, w e  must do  more, more,
m ore . . .  we m ust m ove  faster, faster,
faster...

PRINCIPLE POUR
-  Kcv. Leon H. Sullivan 
(to the signatory companies.
Hew York. November 9. I903)

PRINCIPLE FIVE

PRINCIPLE SIX

©  ismm

Compiled by Ihc Communications 
Task Oroup of the Sullivan Signa­
tory Companies

Published by the Industry Support 
Unit, ISO Cast 42nd St.. 
flew York. M.Y. 10017

The Sullivan Principles and the Role o f U.S. Companies in South Africa
j

Non-segregation o f the Races in All Ealing, Com fort, and Work Facilities

, Equal and Fair Em p lo ym en t Practices for All Em p lo yees

Equal Pay for All Em p lo yees  Doing Equal or Com parable Work for the 
Sam e Period o fT im e

Initiation and D eve lopm en t o fTra in ing Program sThat Will Prepare 
Blacks, Coloreds, and Asians in Substantial Num bers for Supervisory, 
Adm inistrative, Clerical, and Technical Jobs

 >
I

Increasing the Num ber o f  Blacks, Coloreds, and Asians in Managem ent
and Supervisory Positions !

*

Im proving the Q uality o f Em p lo yees ' Lives Outside the Work Environ­
m ent in Such Areas As Mousing, Transportation, Schooling, Recreation, 
and Health Facilities
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__ STATE ROLL CALLS

STATE

3  $  

/  * 5

YES NO STATE YES NO

(OVER)

ALASKA NEBRASKA

ARIZONA NEVADA

ARKANSAS NEW HAMPSHIRE S '

CALIFORNIA NEW JERSEY I/"

COLORADO NEW MEXICO

CONNECTICUT i / NEW YORK I/"

DELAWARE i/'

-

NORTH CAROLINA

FLORIDA v / NORTH DAKOTA s

GEORGIA l / OHIO */■

'

HAWAII V OKLAHOMA 1 /

IDAHO t x OREGON

ILLINOIS / I PENNSYLVANIA l /
i
1

1

INDIANA y RHODE ISLAND
i
i

IOWA / SOUTH CAROLINA ^  !

KANSAS y
.

SOUTH DAKOTA ^ 1

! KENTUCKY TENNESSEE
.1 ! 

v ^ |  Ir
1 LOUISIANA l /

| I ^  | 
TEXAS ' | '•

I

1 MAINE
I i 1 

UTAH ! ! ^  J

i MARYLAND VERMONT / !  i

| MASSACHUSETTS / VIRGINIA /I i
I MICHIGAN WASHINGTON y  !

I MINNESOTA WEST VIRGINIA ! ^  !

! MISSISSIPPI WISCONSIN : ^
i•
i

1

i MISSOURI /

<

WYOMING i /



TERRITORIES AND COMMONWEALTHS

YES NO

At- "RICAN SAMOA

GUAM

NORTHERN MARIANAS

PUERTO RICO

VIRGIN ISLANDS



N A M E  0-7 C O M M U T E S : S F A  S t e e r i n g  C o m m i t t e e

TIPS 07 R E S O L U T I O N : D e b a t e

TITLE: R e q u e s t i n g  a c t i o n s  a g a i n s t  t h e  g o v e r n m e n t  of S o u t h  A f r i c a  in
r e s p o n s e  to its a p a r t h e i d  s y s t e m  of r a c i a l  s e g r e g a t i o n

1

2

3

k

5

6

W H E R E A S ,  T h e  r y m b e r  of the  v a r i o u s  l e g i s l a t u r e s  a s s e m b l e d  

h e r e  a t  t h e  1985 a n n u a l  m e e t i n g  o f  t h e  N a t i o n a l  C o n f e r e n c e  of 

S t a t e  L e g i s l a t u r e s  r e c o g n i z e  t h a t  t h e  a p a r t h e i d  s y s t e m  of r a c i a l  

s e g r e g a t i o n  w h i c h  e x i s t s  in -the n a t i o n  o f  S o u t h  A f r i c a  is m o r a l l y  

a n d  e t h n i c a l l y  w r o n g  a n d  o p p r e s s i v e ;  an d -

W H E R E A S ,  the U n i t e d  S t a t e s  of A m e r i c a  w a s  f o u n d e d  o n  the 

b a s i c  c o n c e p t  t h a t  a l l  p e o p l e  a r e  c r e a t e d  e q u a l  a n d  e n d o w e d  w i t h  

c e r t a i n  i n a l i e n a b l e  r i g h t s  of life, l i b e r t y  a n d  the p u r s u i t  o f

la p p i n e s s ;  a n d ____________________ JLu iL&o '  / / )  "  ( 7 .

^ WHEREAS, the U n i t e d  S t a t e s  of A m e r i c a  d e c r i e d  t h e  a t r o g i t r s s  

c o m m i t t e d  Si^-Na^i G e r m a n y  a n d  A d o l f  H i t l e r  a g a i n s j ^ t h e  J e w i s h  

p o p u l a t i o n  a n d  o t h e r  rnihorL^ty g r o u p s  b e  ^prc^and d u r i n g  W o r l d  

W a r  II; a n d

W H E R E A S ,  the apa^fch^ld s y s t e m  of S o u t K ^ A f r i c a  is in d i r e c t  

contradiction-'-dr t h e  b a s i c  p r i n c i p l e s  o f  A m e r i c a n  demOcr^c', 

and^arg^no l e s s  b a r b a r i c  a n d  d e m e a n i n g  t o  S o u t h  A f r i c a n  B l a c k

i n h a b i t a n t s  t h a n  w e r e  H i t l e r ' s  a c t i o n s .
i f 5̂  ----------

W H E R E A S ,  A m e r i c a n s  s u p p o r t  t h e  p r i n c i p l e  o f  the d e m o c r a t i c  

s o c i e t y  t h a t  g u a r a n t e e s  a c i t i z e n ' s  r i g h t  to p a r t i c i p a t e  in t h e  

e l e c t o r a l  p r o c e s s  w h i c h  d e t e r m i n e s  t h e  f o r m  of g o v e r n m e n t  and 

t h e  e l e c t i o n  of p o l i t i c a l  l e a d e r s  a t  a l l  l e v e l s ;  a n d

W H E R E A S ,  r a c i a l  a p a r t h e i d  t h a t  e x i s t s  in S o u t h  A f r i c a  d e n i e s  

2 3 B l a c k  A f r i c a n s  t h e  r i g h t  to p a r t i c i p a t e  in t h e  p o l i t i c a l  p r o c e s s  

2 k w h i c h  is g u a r a n t e e d  in a d e m o c r a t i c  s o c i e t y ;  a n d  

25 W H E R E A S ,  on a d a i l y  b a s i s ,  B l a c k s  in S o u t h  A f r i c a  a r e
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d e t a i n e d ,  a r r e s t e d ,  i m p r i s o n e d ,  b e a t e n  a n d  k i l l e d  w i t h o u t  

c a u s e  o r  due p r o c e s s  o f  law; a n d

W H E R E A S ,  the c i v i l i z e d  c o u n t r i e s  of t h e  w o r l d  w a t c h  

in h o r r o r  at t h e  t r e a t m e n t  of S o u t h  A f r i c a n  B l a c k s  a n d  d e p l o r e  

s u c h  v i o l e n c e ;  a n d

WHEREAS, South Africa also illegally occupies the sovereign nation 

of Namibia, in violation of United Nations Resolution No. 435; and 

WHEREAS, The system of apartheid violates the principles of free 

enterprise by restricting equal access to the market place and to the resources 

of society and has, thereby, restricted Black South Africa workers to meaning­

less jobs and a star/ation existence in the country; and

WHEREAS, In South Africa, a country which has in excess of twenty-eight 

million people, approximately four million Whites control the political and 

economic destiny of twenty-four million Black Africans and numerous other 

nonwnite Africans who are denied the basic rights to open and free elections; and 

WHEREAS, The deplorahle conditions under which Black South Africans live can 

no longer be tolerated by the free nations of the world; and

WHEREAS, Seven state legislatures have passed divestment legislation; and 

WHEREAS, More than five hundred Blacks have been killed in South Africa in 

the last year and more than one-thousand four hundred Blacks have been arrested

without charge since the South African government declared a state of emergency 

on July 20, 1985; and

WHEREAS, The American government has supported constructive engagement

which, in essence, promotes the system of apartheid in as much as it takes no

aggressive action; and

WHEREAS, The Sullivan Principles, which were proposed to address the con- 

diton.under which Black South Africans work, fall short of affecting change

3
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2 2  outside of the work place and do not address the fundamental question of Black 

political power and the elimination of apartheid; and

5 5  WHEREAS, Apartheid contributes to the destruction of the Black South

^  African family by forcing Black male workers to work in White cities while

^  their families are relocated in barren homelands; and

58 W H E R E A S ,  B l a c k  S o u t h  A f r i c a n s ,  w h o  c o n s t i t u t e  m o r e  th a n

59 s e v e n t y - f i v e  p e r c e n t  of t h e  p o p u l a t i o n  a r e  g i v e n  o n l y  t h i r t e e n

60 p e r c e n t  of the l a n d  - m o s t  a r i d  a n d  n o n - p r o d u c t i v e  p a r t s  of

61 S o u t h  A f r i c a ;  a n d  -------

6 2  WHEREAS, Black South Africans are denied the right to vote and partici-

6 3  pate actively in government processes; and

6 k WHEREAS, The policy of the South African government is to restrict

6 ? religious practices of Black South Africans; and

6 6  WHEREAS, The U.S. Department of State has instructed its delegates to

6 7  world conferences and bodies to oppose any binding actions against South 

63 Africa; and

69 WHEREAS, The Black work force of South Africa makes up less than

70 one percent of the work force employed by American corporations doing

7 1 business in South Africa; and

7 2  WHEREAS, Other western countries have imposed sanctions against South

73 Africa because of the recent declaration of ai state of emergency and the 

7^ country's denial of basic human rights to its Black majority; and 

75 WHEREAS, State Legislators have the authority for the investment

^  of public funds; and

WHEREAS, All public monies, as legislatively defined, that have been 

invested in financial institutions and corporations which do business in or 

with South Africa and every U.S. business, firm, company, corporation and 

subsidiary doing business in South Africa helps to strengthen the apartheid 

system and perpetuate the oppression of Black South Africans;

y .

3C

31



^ w > THEREFORE, BE IT RESOLVED, By the members of the various state's

8 3 legislatures assembled in Seattle, Washington, at the 1985 annual meeting

8 ^ of the National Conference of State Legislatures, That we hereby condemn

85 the evil apartheid system, South Africa's illegal occupation of Namibia and

8 6  the state of emergency imposed by the government of South Africa; and

^  8 E IT FURTHER RESOLVED, That we call upon the South African government

8 8  immediately to end the state of emergency, release all political prisoners,

89 dismantle the apartheid system, and thereupon hold elections which are

90 free and open bo all residents of the cgartr"’, w ithout reoard to color,

91 race or creed? and

92 BE IT FURTHER RESOLVED, that the NCSL urge its members to withhold public

93 funds fron every U. S. business, firm, catpany, corporation, subsidiary, bank,

9 k

95

9 6

9 7

9® BE IT FURTHER RESOLVED, That we call on all people of all races of all

9 9  countries in this world to unite in a resolve to halt the violence in South.

1®* Africa, and to institute civil rights for all South African inhabitants,

l t l  regardless of race, creed, color or political persuasion. We further encour-

1 * 2  age Black South Africans to seek election to political offices, parliamentary

1 * 3  seats and other positions of leadership in South Africa; and

BE IT FINALLY RESOLVED, That we hereby strongly urge the President and 

1 * 5  the Congress of the United States to impose strict and immediate economic

1 § 6  sanctions against .the government of South Africa until such time as the

1 # 7  state of emergency is lifted, all political prisoners are released, civil

1 * 8  rights are instituted for all citizens and apartheid is totally dissolved,

1 1 9 and that copies of this Resolution be sent to the President and to the

H O  presiding officer of each House of Congress.

d T

financial institution and other entities doing business with South Africa; and 

J 3 E J T _ R J R T H E O £ S Q l ^  That we urge the President

ment of South Africa; and

atrhresjto dissolve diplomatic relations with the govern-
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SAN  BACKS HALT 
IN  INVESTING TIED 

TO SOUTH AFRICA
Governor Will Sign Bill to Seil 

$2 Billion in State Funds 

as Aparthe'd Protest

By JOSEPH F. SULLIVAN
Special to Tbs New York Times

TRENTON, Aug. 20 — Governor 
Kean said today that he would sign 
legislation to withdraw $2 billion in 
state investments from companies 
doing business in South Africa, as a 
protest against the Pretoria Govern­
ment’s policies of racial separation.

Mr. Kean said he had decided to sign 
the bill despite opposition from the 
Reagan Administration and estimates 
by state investment officials that the 
divestiture, which would take place! 
over the next three years, could cost 
the sta te’s pension system more than 
SlOO'million. -•

can no longer stand by and 
watch while a system predicated on 
racism attempts to subjugate an entire 
people,” the Governor said. “The time 
has come for action to change — and to 
end, once and for all — the oppresive 
system of apartheid."

‘ Spurred by Botha Speech •a -
Mr. Kean said he had considered a 

conditional veto but decided to sign the, 
bill after a  speech last week by the 
South African President, P. W. Botha, 
convinced him that the Government 
had no intention of ending apartheid. In 
the speech, Mr, Botha proposed no 
Clear-cut changes in apartheid.

• £  The Governor said the "moral im­
perative” that prompted him to act 
should move other governors to con

rlo r —i— '*   -  wukv* gv/vciiiurs 10 con-
l^ider seriously sim ilar actions and re­
q u ire  the Reagan Administration “ to 
're-examine its policy and to make it as 
plain as it possibly can to the South Af­
rican Government that there has got to 
be a change.” .$. a '»

Several states have enacted some 
divestiture legislation,. But state offi­
cials said New Jersey’s divestiture

Bishop Desmond M. Tutu rejected 
criticism by the Reagan Administra­
tion, and the R e v J e r r y  Falwell 
began a  campaign to block imposi­
tion o f economic sanctions.' Page 3.

T
would be 20 times as large as that of 
Massachusetts, which has the largest 
so i far and whose law took effect in 
January 1983.

The National Conference of State 
Legislatures in Denver said some form 
of disinvestment or divestiture legisla­
tion has been enacted in Connecticut, 
Iowa, Maryland, Michigan, Nebraska, 
Rhode Island and Wisconsin.

In addition laws are  being or have
•4- • ---------- '
Continued on Page 13, Column 1

m  -— :------•k555T7» I.- ‘ •



- 'I*.Kean Supports Bill Banning 
Investments Tied to Pretoria

Continued From Page 1

X
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“ been considered in 29 other states. AI- 
' _ though several of the proposals have 

been defeated, their proponents have 
promised to reintroduce them. In May 

, Governor Cuomo recommended
* divestiture law to the New York Legis- 

lature.
Mr. Kean said he received telephone 

calls and letters from Washington in­
forming him that the Administration 
"was not in favor" of the divestiture 
bill. He declined to say who the com

* muni cations were from. • >• "'-v 1> 
*’ He said he had not told anyone' in 
S Washington about his decision to sign 
Vthe bill. " I ’m sure they’ll hear about it

' after this," he said. ^ ; 1
Mr. Kean said he had heard the argu- 

<• ment that a state had no jurisdiction in 
foreign policy. “ That may be true,” he 

; said. “ But there are instances in 
- human Wstory when the gravity of an 
evil is so clear, and the cost of its con- 

J- tinuance so great, that governments — 
" a t every level — must use every tool at 

their disposal to combat it. Apartheid 
;  is such an evil.”

"The state of New Jersey simply 
; cannot escape involvement in the ques- 
s tlon of investment in South Africa,” he 

said. “ New Jersey’s public pension 
„ funds represent the 42d largest portfo- 
; llo of investments in the nation.”

The investments, he said, "can be 
_ potential instruments for change, or 
v, they can be sources of support for the 

apartheid structure.”
New Jersey’s pension system, with 

Investments of more than $10 billion, 
t covers 360,000 workers and retirees.
( The Governor said union leaders repre­

senting teachers, police officers and 
" other public employees covered by the 
'•system supported the divestiture bill,
f  $66.4 Million Loss Feared»«• - *
,>• In testimony on the divestiture bill 

before a legislative committee earlier 
.• this year, state investment officials 
•..said New Jersey would lose about $65 
-• m illioaat present market rates by'sell- 

. .ing the more than $600 million in low-in- 
terest. ^pnds it holds in companies 
doing business in South Africa. vi ‘

The transaction costs of reinvesting 
the $1.4 billion in stock that the state 
has in thosd Companies could reach $50 

\  million, they said. <J

Before making his announcement at 
a news conference in his outer office,
Mr. Kean met for two hours with lead­
e r s  of a coalition of ministers, union of­
ficials and community groups who sup­
port the divestiture bill.

Some coalition members maintained 
an overnight vigil a t the Capitol and 
planned to conduct a five-day fast — 
taking only water, fruit and vegetable 
Juices — beginning today to pressure 
Mr. Kean to sign the bill.

A Change of Mind 
The Governor said he had considered 

sending the bill back to the Legislature 
with recommended amendments to 
permit the continued invesment in cor-
porations that supported policies in -T ^ j,'’’ „  • , _ . .
tended to improve the lot of the black ^  .Governor Kean announcing deci- 
majority in South Africa. ; '• *ton on ties with South Africa.

He said a coalition of business groupsf=  - —  - • t~

United Pren International

had argued that the best way to end 
apartheid was through the Sullivan 
principles, under w hic. companies op­
erating in South Africa take steps to 
promote better race relations.

But the deaths of more then 600 peo­
ple this year and the arrest of more 
than 1,700 in recent weeks, he said, con 
vinced him to sign the divestiture bill 
without changes 

He said he would sign it as soon as a 
date could be arranged with the bill’s 
chief sponsor, Assemblyman Willie B. 
Brown, Democrat of Newark.

Mr. Kean also said he would direct 
the State Treasurer to review state pro­
curement practices to see if the New 
Jersey purchased goods manufactured 
in South Africa. He said he would also 
ask the Treasurer to review the prac­
tices of all companies doing business in 
South Africa “ from which the state 
purchases m ajor goods and services. ’'

Mr. Kean said he was considering an 
embargo on South African products as 
another way to put pressure on the 
Government in Pretoria. ■■*. mvi/jiAr,- 

Plan for New Legislation ■ '■» ' 
The Governor also said he ask for 

new legislation to permit him or a suc­
cessor to change the divestiture policy 
if there were concrete steps taken to 
end apartheid. The Assembly Speaker, 
Alan J . Karcher, said he would support 
the bill and give it high priority. • 

Governor Kean said such legislation 
could be used to encourage progressive 
change once it had begun. “That way 
we could hold both a stick and a car­
rot,’’ he said.

v -  
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Politics
shouldn’t concern 
fund trustees ..™ ,.,

My response to the forum question 8/24 is 
an unequivocal NO!!!

The persons who manage the Permanent 
Fund are "trustees,” they are not a political 
action group. Their responsibility is to take 
money from the Permanent Fund account; ^  
and invest it where it will earn the greatest."
(legal) return. It is not their position to v  
judge the m orality of the businesses in g  v, . 
which they invest the money, nor the v ' ^  
politics of the countries in which those' 
businesses operate. As a trustee of such a 
fund, a person’s only concem(s) should be: 1)
Is the business legal; 2) Are the returns itfvvv 
fairly good; and 3) Is the company s tab le? '/^ ,

You can be fairly certain that the’ ...
executives of a large corporation that has a * 
lucrative operation in South Africa are not 
going to discontinue that operation just . 
because the Alaska Perm anent Fund ■< '
management committee disapproves of the 
current regime there; and the APFMC 
would be negligent if they initiated such 
action and then invested the funds in  
businesses ^which had higher moral ; 
standards, ,$ut returned less for the . -yi' 
investment dollar. ' Ob U & j v

Pulling Permanent Fund money out of 
companies which are doing business in.-;,
South Africa just because we don’t .like v. 
w hat’s going on there would be, to. 
paraphrase an extremely old cliche, “cutting
off our noses to spite our faces," and would from South Africa would be to push for 
accomplish nothing except possibly cut •£*.;: reform. The South African government

stands accused of m istreatm ent of its . ' V 1

credible." ‘ - ''K
• The Permanent Fund will not be 

politicized. I agree that the Permanent Fund 
should not be squandered to implement 
costly "political goals. However, I also 
believe that certain activities are not 
morally acceptable to Alaskans and should ■' &V. 
not be supported. Just as the Permanent 
Fund should not, and would not, be 
invested in houses of prostitution or 
pornography, it  should not be used to 
support racism. . * v - ’VV

• Disinvestment will work. Some people , ' 
think it won’t work because white South ^  , 
Africans are too stubborn or i t ’s not a large., 
enough share of their economy, etc. , .  -jj;.- < 
However, the current U.S. policy of 
cooperation certainly isn’t working. South . yj, 
Africans are dying by the hundreds and 
little  progress is being made. A change of ;;j 
policy is im perative and will encourage the 'ij 
government to speed up its reforms. j'.'vi

Finally, Rev..Prevo and others have ' , V.U
argued that many South African blacks ( •. '■] 
oppose disinvestment. However, they . 
should be aware that supporting ,
disinvestment is a crime in South Africa, :}. 
punishable by five years in jail.I  —  Rep. Don Clocksin*

r .
S. Africa not f
as oppressive 
as Soviet Union .us

future earnings to the Permanent Fund.

The purpose of withdrawing investments

■
Disinvestment 
wouldn’t mean 
a loss of revenue

citizens as the Soviet Unioir does to theirs. 
. . i $ k \  K  we select to’ w ithdraw  investm ents,

from South Africa then we must also
..r, w ithdraw investments, from the S oviet, 

Union for the same reason.. To not do so". '
z m m

“Apartheid is just another work for ,̂.. . ; wo^  ordy.show that we are not interested ^  
racism ̂  institutional racism which human rights for all: people 0f the wqHd' v f
enforced by the. laws and guns of the South v>: - but 'only interested in following along in a . ■■f? 
African whites. Blacks are 81 percent.of the .- fadTr <■ ... &
population but cannot vote on those laws, 
cannot buy land in most of South Africa, ‘ ,
and earn only 22 cents for every dollar 
earned by whites. •

. A laska’s Permanent Fund currently 
invests about 300 m illion dollars in Sputh 
Africa related companies. !  th ink’the t ::_y [
Permanent Fund should withdraw our 
money from South Africa. That’s why I co­
sponsored House Concurrent Resolution 17 
this year to encourage disinvestment, and 
tha t’s why I’m preparing legislation for. 
next year. ; . .

There are three m ajor points to be made 
in response to divestment opponents.

• Alaska will not lose money. The 
experience elsewhere.in the U.S. indicates 
little  if any loss in revenues. Almost all the 
government entities I checked with suffered 
no loss of revenue as ? result of 
disinvestment. In fac'., some made even 
more money than before! Furthermore, even 
if some loss of revenue were to occur, . !' ■' 
disinvestment is still justified. As a Daily 
News editorial said, "Even a small financial 
sacrifice makes a moral statement more



* ; Media
leading public ! :
around by the nos

V  H '
Whenever the news media zeroes in on a • 

problem like South Africa and harps on it,
, they are trying to put a ring in the nose of 

John Q. Public and steer his opinion in their 
direction. I resent a ring in my nose. I want 
to know what else is going on in the world 
tha t is so much worse than South Africa 

f that the news media doesn’t w ant me to 
know about.it. V

• .) ' ffatff- '■ '■
■' I recall that Ted Kennedy, tha t paragon 
of moral virtue, started  this vehement 
censure. South Africa does not have a race 
problem like ours, and our simplistic 
solution of "instant equality-’ w ill work 

[ even worse for them than it does for us.
Just look at the rest of Africa, I defy you to

(. m & . • —
tell me i t l s  be tter to starve under 
communism, bathe in the blood of prim itive 
tribal warfare, and put up w ith the

vye neea
Only"Alaska can duplicate them, and its . 
minerals have been carefully locked up 
under the guise of environmental purity.;'? 
When the communists control the minerals 
and politics of most of,the planet, they wiU 
have this natioh conquered. This nation anil 
its friends are being cut off and shut down 
like lambs before the slaughter. I t’s tim e we 
took off the blinders of emotionalism and 
pulled the ring out of our nose. i

• , » — Ruth Lawler
' K asilof

’? /S. Africa blacfe * ~ 
i  / don’t want such^ 

economic sanctions
• * bill **. . &
Absolutely not! As Gatsha Buthelezi, 

chief m inister of the Kwazulu tribal 
homeland, told NBC’s “Meet The Press” 
that most/black South Africans oppose 
economic sanctions because ̂ uch measures

will hurt black workers more than white 
people. "There are voices that are for 
sanctions," he says, “but in general black 
people have not called for sanctions.” Most 
know that the jobs supplied by American 
corporations only increase black economic 
and political power. “The more the economy 
is dependent on black people, the better 

' position black people find themselves in to 
flex their muscles and force the white 

' peojile to come to the conference table," 
Buthelezi explains. Speaking from London, 
the Zulu leader concludes* “The situation in 
South Africa is so complex, I don’t th ink 
simplistic prescriptions are the answer." 
Now there is someone right on top of the 
situation so he should know!

- t!
i': Furthermore, the Zulus are the largest 
single faction in all of South Africa, where, 
as in all of Africa, one tribe has always 
waged tribal warfare on another. Only in 
South Africa has this been prevented. (And 
only by the ruling white government.) , ' ‘ 
Another point to bfe considered: In spite of 
all the valuable resources, only South 
Africa is prosperous and that prosperity 
includes the South African blacks. In spite 
of the 100 billion dollars we have poured 
down the African " ra t hole” in economic 
aid, South Africa has received uone!

» I s'
• Conditions are improving so le t’s leave 
them alone. j

—  Mud Hodges

■ 'I-
I We must 
'stop supporting 
a racist regime

When I was a child, our country was a t 
w ar with Nazi Germany, a govei ament 
founded on racism, But in my wuite

neighborhood, sympathy with the Germans 
was a lot more common that sympathy with 
the Jews. Nevertheless, the Nazis lost.

I t’s not farfetched to say that our own 
'  country was founded on racism, sexism, and 
, classism. Originally, only white male 
- property owners had the right to vote. A 

Civil War, Indian Wars, a Mexican War, 
anti-Chinese riots, Aleut and Japanese 
internment, the battles of the suffragists, 
and many other struggles later, the right to 

. vote is now nominally available to most 
Americans. .i- v*.-;- i a; .

• ifcfycrt " • i< >&;■... ••
When Alaska became American, the tiny 

m inority of white residents, just as in South 
Africa today, controlled the economy and 
the government. The framers of our state 
constitution included a literacy test to limit 
the Native and other non-Anglo vote. The 
test was not deleted until 1970.

Alaska can become a model of tolerance 
and cooperation. As we seek trade with the 
Pacific Rim and other peoples of the world’s 
nonwhite majority, we will be judged not 
only on the integrity of our products but on 
the integrity of our politics — at home and 
abroad. Right now we are condoning and 
supporting the w orld’s most blatantly  racist 
regime by continuing to invest our .j-l
Permanent Fund dollars in South Africa.; , 
For God’s sake, le t’s stop. ■ "k,

■:.h. — Mary Ratcliff

i? *

Don’t let 
bleeding hearts 
guide investments
,•. * £ ;;|W • .. i .;
. f ' • ./V*';1: • * s?

f. if,.The purpose of investing is to make 
money. A company’s raison d’etre is to 
make a profit for its shareholders.

■ ‘ii ‘ 'Cj' • ’ - \
When Joseph E. Granville, colorful 

publisher of the Granville M arket Letter, 
was in Anchorage in 1980, he said something 
which I have never forgotten. No m atter if 
the stock was a gift from your favorite Aunt - 
Gertie, he admonished, don’t hang on to it 
for sentimental reasons. The stock and the 
m arket don’t know or care about Aunt 
Gertie. Make your decisions on the merit of 
the stock itse lL 'ifj, j V  . ;■}

Another example was Bill Clements, 
former Texas governor and chairman of 
SEDCO, Inc., which has since been acquired 
by Schlumberger Ltd. He forthrightly told 
complainers that the company was in " 
business to make a profit and if they 
disapproved, that was their problem.

Alaska’s Permanent Fund exists to 
maximize our savings. As a shareholder, 
and 63 year Alaskan, I say let our money 
managers continue the good job they are 
doing for us and forget the sentimental and 
political bellyaching of the bleeding hearts.

'.>l Vi
I disagree with those trying to penalize 

companies who may or may not be doing 
business with South Africa — or China or 
the USSR — by means of investment 
discrimination,

-  W.M, Qi
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mNation’s top monev trader
■rn  ~ , ’stops sellin

'• , rJvJjV".* H'tty*?
By JO NATH AN  EIQ .*» t$ s ?
Los Angeles Times '

WASHINGTON -  Deak- ;
Perera, the nation’s largest 
dealer of gold Krugerrands, 
announced Friday tha t it had .. 
suspended sales of the South 
African coin because of tha t y: 
country ’s policies of - racial,;.; 
discrimination. • " 'r  ;>^ri

The currency trading com- j. 
pany, whose offices have been 
the target of repeated ainti- 
apartheid  p ro tests , said it  
stopped selling the coin to 
consum ers in  th e  U n ited  
States Thursday bu t would 
buy back Krugerrands and . •

    _
.. ; . .  .

VC>C‘ , , ■ •,y .

” * The ' House, arguing th a t ‘ft 
South Africa earned $500 mil- ,$3 
-lion in foreign exchange from 'Jj 
Krugerrand sales last year, ^  
recently  passed leg isla tion  
tha t would ban U.S. sales of ;

’ the coin. The Senate is expect- ' ,|
, ed to vote next m onth on theJfti? 
bill, which is now in confer- ;vg 
ence committee. ••••• 

ft ft Je rri Eskow, a D eak-Perera/ft 
spokesman in New York, said - V 
that the company sold thou-'-ft 
sands of Krugerrands a year.' ftft 

1 Although she said she be- ft 
off imports 1 lieved tha t Deak-Perera w as' ft 

of the coin.' * ^ |§  -' - W f!- the nation’s largest Kruger-
“We have decided to sus- rand dealer, she refused to .1;?

sell them to exporters. ; v/pend the sale-of Krugerrands ; discuss sales figures pr/prof-.ftj
Gold analysts said that the-, • pending the resol ition of the . its. .;T 1.

proposals curren tly  before Sales of the  one-ounce 
Congress to rest ict the im- coins, which cost about $335
portation of Krugerrands,” R. each, have been dropping as

ii'VV' »*
threatened to

company's decision was an 
nounced a f te r  K rugerrand  
sales had declined to “v irtual­
ly nothing” in recent months 
as racial violence mounted in 
South Africa and Congress

Leslie Deak, preSdent of the ' the anti-apartheid movement 
nation’s largest ni >ney t r a d e r , h a s  gained supporters and ■: 
said in a news release. ’ visibility, Eskow conceded.



S. Africa had
i

By ARCHBISHOP FRANCIS T. HURLEY

The safari of Rev. Jerry  Falwell and 
company to South Africa revives a touch of 
Alaska history and the trek of Father Paul 
O’Connor to Washington, D.C. The events are 
30 years apart but, in the m otif of history 
repeating itself, they sound sim ilar notes.

Back in 1953, a delegation of Alaskans 
made one of several statehood trips to a 
Congiessional hearing. The forces of big busi­
ness, especially the Outside owners of fish 
traps, marshalled their political forces to 
defeat statehood and preserve their captured 
market. Just before the trip , there appeared in 
the prestigious Saturday Evening Post an 
article by the nationally renowned lecturer, 
Father Bernard Hubbard, the Jesuit “Glacier 
Priest” and generally accepted stateside au­
thority on Alaska. His them e was “No State­
hood For Alaska.”

Meanwhile, from the windswept shores of 
Hooper Bay came Father Paul O’Connor, long­
time Alaskan missionary living among the 
Eskimos. Trained in. the same classic Jesuit 
tradition as Father Hubbard, Father O’Con­
nor's message was clear and concise. He was 
not a summertime explorer, like Father Hub­
bard, but one who wintered in the North as 

■.well, year after year after year. No one 
•wished to challenge Father O’Connor when he 

^'described, from his own igloo and dogsled 
i trips, w hat statehood would mean for making 
s;the Eskimos truly equal citizens.
;L Lett unmentioned publicly was the note 
/that Father Hubbard’s summer trips to the 
North were partially financed by one of the

n w n orc  n f  tVio f ic h  tr n r K ’ fine
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germs’ 25 years ago; today it’s ‘cancer

early statehood action was the closing of the 
fish traps.

To historically sensitive ears, the televised 
comment of the Rev. Storey, Episcopal Bishop 
of South Africa, has a resonant note. Who 
knows the condition and needs of the people, 
those of us who live here among them or those 
on a five-day junket, was his question.

The drama of the case of South African 
blacks versus the South African government 
was heightened even more by the coincidence

"every member of the population, every col­
ored, is totally represented politically in 
government."

Three to five years! How naive! The United 
States with its 200-year history of democracy 
did not get the Civil Rights Act until 1964 and 
we are still not near the goal of total political 
representation of minorities.

More to the issue is Rev. Falwell’s use of 
the analogy of cancer in the context of reform.

“We can cut out the cancer without killing 
the patient," he said.

Th. analogy is well chosen but not for 
gradualism. Cancer is rotten a t the core. It 
must be excised radically and quickly or the 
patient is lost.

The Catholic Bishops of South Africa, as far 
back as 1957, labeled apartheid as "something 
intrinsically evil." So outspoken has been 
Archbishop Hurley that the South African 
government brought charges against him for 
violating the Police Act, which restricts public 
comment about the conduct of the police and 
m ilitary forces. The day before the Archbish-

of two meetings w ith President Botha. One ft op was to go on trial in February of this year 
was that of Rev. Falwell. The other was that , the government dropped all charges. The 
of a group of South African clergy, among . Archbishop was disappointed. He was eager 
them the Catholic Archbishop of Durban, to have the public forum of a court of law. 
Denis Hurley (no relation). . Blacks, although a numerical majority,

Archbishop H urley’s description of h is occupy only 13 percent of the land. Every 
meeting was that President Botha and the black, beginning at age 16, must carry a 
bishops had two different views of South passbook giving authorization to be in a white
Africa and that there was no common ground 
between them.

Rev. Falwell's visit ended on a note of 
praise for Botha’s policy of gradual reform. "I 
hope that in three to five vivirs " !■»»-» <;nut

area or even in a black township. Blacks are 
subject to enforced removal and relocation 
programs, often leaving them in areas with 
polluted water supplies.

r jrn H lin licm  nrrov  tl-iron i n  f i v p  v p a r?  w i l l

not save the patient from the cancer of 
apartheid.

Where does all this leave the Moral Majori­
ty? Five years ago Rev. Falwell spoke here in 
Anchorage, when the just-formed Moral Ma­
jority was throwing down the gauntlet on 
politicians who did not stand by "The Book." 
He cited Nehemiah from the Old Testament as 
the model of a God-fearing leader.

Nehemiah forced the leaders of the people 
to return to the people "this very day” their 
fields, their vineyards, their houses. The spirit 
of Nehemiah is what spurs the religious 
leaders of South Africa in their quest for the 
basic rights of their people.

The United States is now surging back and 
forth between "constructive engagement” and 
"economic sanctions." Both are defended by 
different advocates as the means to achieve 
what all agree upon — the end of apartheid.

Political ground seems to be slipping away 
from under the "constructive engagement” of 
the administration as restiveness and repres­
sion encounter each other on the streets. 

•“ Economic sanctions" are yet to establish 
their political footing as the awareness of 
American economic influence in South Africa 
grows.

Twenty-five years ago, Archbishop Hurley 
said of his homeland, "My country is a body 
riddled w ith germs.” The germs have become 
cancer.

□  Francis T. Hurley Is Roman Catholic Archbishop 
of Anchorage.
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Stame investment funds
with profits

By THOMAS W ATTERSON
The Christian Science Monitor

They might be called the reluctant do- 
gooders. Several mutual funds practice 
“ ethical investing.” ■

But among these are a few that see 
their investment policies as good money m an­
agement first; high principles come in second. 
Even though such funds have respectable 
track records, they avoid the “social invest­
ing” label, because most investors believe a 
totally unrestricted investment policy pays 
better. •

Not investing, in South Africa or not buying 
•alcohol or tobacco stocks does not put great 
restrictions on these funds, their managers 
say. I t ’s just that these investments don’t 
make as much sense today as they once did.

Based on the still-sketchy evidence availa­
ble so far, the executives’ reservations seem 
well founded. While the number of these 
“socially conscious" funds is growing, there- 
has not been a corresponding growth in the 
number of new investors. '• i

“If there was one more shareholder for each 
article th a t’s been w ritten, these funds would 
be doing great," Michael Lipper, president of 
Lipper Analytical Services, says only some­
what facetiously.

"It seems like they could use more share­
holders,” agrees Kathleen Victory, editor of 
Donoghue’s Moneyletter, a m utual fund news­
letter published in Holliston, Mass. “ If they 
had more money coming in, they would have 
more to invest.” “ •'»'> *••"

But Victory believes the fortunes of these 
funds may s ta rt to improve. “We have a 
certain group of people who are left over from 
the activist days of the ’60s and have now 
accumulated a fair amount of money and want 
to do something w ith it .” More and more, she 
says, these people w ant to r lake sure their 
money works for principles they agree w ith — 
or make sure it doesn’t  help businesses or* 
nations that go against their convictions.

To this end, investors can select from a 
small but growing list of mutual funds that 
practice what Amy L. Domini, an investment 
counselor and co-author of "Ethical Investing” 
(Addison-Wesley Publishing Company, Read­
ing, Mass., $17.95), calls “ avoidance” or “posi­
tive” investment approaches. The first in­
volves staying away from investments that do 
not match your investment concerns; the 
second means supporting those you like.

A th ird  approach, known as “ activist,” 
means investing in companies whose policies 
you want to change and using your rights of 
ownership to help make those changes. While

Colonial Advanced Strategies Gold Trust, 
offered by Colonial Investment Services of 
Boston, at 800-225-2365.

The fund has two notable characteristics. 
F irst, it will not invest in South Africa. And 
second, to offset the restriction of avoiding 
one of the world’s two largest gold producers 
(the other is the Soviet Union, also not 
available for investment), the fund invests in 
an index of securities backed by gold, which 
link j the fund’s price more closely . to its 
bullion price.

"We're not m aking any statem ent” about . 
apartheid, says A rt MacPherson, a Colonial 
spokesman. “But obviously, as long as that ft. 
policy is in effect, the risks of investing there ' , 
are too great." In other words, the decision H: 
not to put money in South Africa is less aft 
moral statem ent than one of sound investmentfg :areprinciples, something all mutual, funds 
supposed to use. ftftjti'1

A sim ilar “we’re not tha t good" tone comes ';•* 
from David Tripple, portfolio manager a t, 2' 
Pioneer II and Pioneer III, two of .the three 
funds in the Pioneer Group, also in Boston, at 
800-225-6292. All three funds avoid alcohol and 
tobacco stocks. Pioneer II, in particular, has a 
good, sometimes- excellent, record of steady 
long-term growth. ■"

"E lim in a tin g  the  c ig a re tte  companies', 
brewers, and distillers has only kept us out of 
12 to 15 companies," Mr. Tripple^says. The 
funds also do not invest directly  in South 

. African-based companies, again, because the 
risks are seen as too great, not because’ of a 
particular “ethical” stand. • ; Cf

So why do these funds seem reluctant to 
pu t on white hatj?  For one thing,,, ethical 
investing and high returns do not..seem to go 
hand in hand. “Anytime you restrict invest­
ments or eliminate any investments, sooner or 
later i t ’s going to .hurt you,” - Lipper, says. 
“But it  hasn’t hu rt them  in the short term ."

In some cases, this may not be that great a 
sacrifice. The return  on the Calvert Social 
Investment Fund of Washington, D.C. — 80 /- 
368-2748 — founded in 1982, was 11.3 percr at 
below the Dow Jones industrial average in 
1983, says fund spokeswoman Grace Parker. 
But in 1984, the fund was up 6.8 percent and 
in the 12-month period ended May 31, it was 

• up about 30 percent. -j '
Calvert’s funds (actually a stock fund and a. 

money m arket fund) follqw both the "posi­
t iv e ” and “ avo idance”,  investm en t ap ­
proaches. They look for companies w ith envi­
ronmentally safe products, th a t negotiate fair­
ly w ith workers, encourage employee partici­
pation in management, and provide equal



Alaskans can have say on S. African investments
By VIC FISCHER

Events in South Africa have 
shocked the sensib ility  of most 
Americans, and the time may well 
have come for Alaskans to consider 
w hat policies should guide invest­
ments of our st. ‘.e funds in that 
country. America's dilemma is that 
while most of us abhor what goes 
on there, our governments, our fi­
nancial institutions- and U.S. corpo­
rations support and prop up the 
apartheid regime.

Two principal courses have been 
followed in an attem pt to influence 
apartheid policies. One, the so- 
called Sullivan Principles, has been 
directed toward assuring tha t U.S. 
firms doing business in South Afri­
ca will follow nondiscriminatory 
and other practices sim ilar to those 
th a t would guide their operations 
in our country. The second, referred 
to as divestment, calls for outright 
denial of financial support to South 
Africa, and pressure on U.S. compa­
nies not to do business in that 
country.

Many American businesses and 
financial institutions have respond­
ed to the challenge and are doing 
their part to speed up democratiza- 

. tion of South Africa’s oppressive 
government and laws. Far more 
companies, how ever, have done 
nothing.

Governments and other public 
institutions can exert tremendous 
leverage on the private sector. They 
control hundreds of billions of dol­
lars through various funds (such as 
retirement and reserve funds) that 
are invested in corporate stocks and 
financial in stitu tio n s . More and 
more of them have been investing 
their dollars on the basis of moral 
principles.

: Eight state governments have ap­
proved, and another 15 are consid­
ering some form of divestment leg­
islation. S ix teen  m un ic ipa lities  
have passed laws restricting invest­
ments, and five have approved non­

binding resolutions concerning in­
vestment of funds with firms that 
do business w ith South Africa. Ad­
ditionally, more th-in 40 universi­
ties have taken either full or partial 
divestment action.

Both the Senate and the House of 
R ep resen ta tives have approved  
bills to impose sanctions against 
South Africa because of its aparth­
eid policies. The issue before Con­
gress is how the two approaches 
will be compromised — how drastic 
will the sanctions be? How quickly 
will they take effect?

What about Alaska? What course 
should we pursue?

As of June, the State of Alaska 
had a total of $1,866,200,000 in 
p riv a te  investm ents (corporate  

. stocks, corporate bonds, commercial 
paper, interest bearing bank depos­
its, and repurchase agreements). Of 
this amount, $882 million or 47 
percent, consisted of state funds 
invested in banks and corporations 
that do business in South Africa.

The major Alaska investor in 
South Africa related businesses is 
the state's General Fund, which had 
$450.5 million (or 75 percent of its 
private investments as described 
above) in such investments. The 
Alaska Permanent Fund had $281.1 
million (or 36 percent) in South 
Africa re la ted  investm ents. The 
Public Employee Retirement Fund 
was into South Africa to th e tqne of 
$90.5 million and the Teacher Re­
tirement $59.8 million. Relatively 
minor investments came from the 
Public School Fund ($800,000) and 
University of Alaska ($200,000). .

All in all, these figures show a 
pretty, significant state involvement 
w ith business having links to South 
Africa. One can not, however, ne­
cessarily hold the state’s invest­
ment officials responsible for this 
state of affairs. The.policies they 
follow are designed to optimize 
income while protecting the princi­

ple of invested funds. In some 
cases, -it’s a m atter of pursuing 
prudent investor principles, in oth­
ers i t ’s a m atter of state law. The 
question is whether we let it go at 
that.

O ther s ta tes  and institu tions 
have,- of course, been in a similar 
position. Yet, they have decided not 
to remain neutral to the way their 
monies might be used to shore up 
apartheid. They have found that 
their moral stance has not necessar­
ily meant loss of income. Lots of 
American companies don't do busi­
ness with South Africa and are

highly profitable. And the compa­
nies that have continued to operate 
there but follow the Sullivan Prin­
ciples have certainly not lost mon­
ey.

In view of today’s world events 
and actions taken by other states 
and public institutions, it is certain-, 
ly appropriate for Alaskans to ad­
dress the question of what our state 
policies should be with respect to 
using state funds to support the 
South African regime or oppose its 
practices.

There are various approaches 
Alaska can take, ranging from di­

vesting all the state fund holdings 
from corporations th a t conduct 
business in South Africa, to doing 
nothing. Options that deserve pub­
lic scrutiny are:

• M aintain curren t investm ent 
policy (i.e. m aintain fiscal neutrali­
ty);

• In so far as possible, emphasize 
investment in non-Scuth African 
companies, but put principal em­
phasis on maximizing income;

• Don't divest, but vote Perma­
nent Fund and other state  stocks 
against apartheid;

• Invest only in companies that 
have actively adopted the Sullivan 
Principles and have received high 
ratings;

• Actively pursue and strengthen 
the Sullivan Principles - for exam­
ple, establish specific goals with 
timelines, and if the results are not 
met — then divest;

• Discontinue new investments in 
South Africa related businesses and 
divest all or a portion of state fund 
inv 'stm ents in corporations and 
other firms that do business in or 
with South Africa.

There is no agreement as to the 
policy or combination of policies 
that should guide state investments 
relating to South Africa. The one 
thing th a t’s clear, however, is that 
this is an appropriate subject for 
public concern, public discussion, 
and public action.

The House State Affairs Commit­
tee has scheduled a public hearing 
on the subject for Tuesday, Sept. 10 
at the Anchorage Legislative Af­
fairs Office. It isn’t often that we 
have an opportunity to do some­
thing affirmative about an interna­
tional issue of overriding moral 
concern. In the case of state policy 
toward apartheid, we have such an 
opportunity. So i t ’s up to Alaskans 
to act. I trust we will.

□  Vic Fischer Is an Alaska slate sena­
tor from Anchorage.
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UA has no S. Africa investments, but employee fund does
lit".1ca.

rV V . w**''
The Associated Press

FAIRBANKS -  The Uni­
versity of Alaska has no fi­
nancial ties with companies 
doing business in South Afri­
ca, but the university 's em­
ployee retirement funds do,

^officials said Wednesday.
Many A askans, including 

some law m akers, w an t to 
s to p ' investing in companies 

.'doing business in South Afri­
ca until that nation ends its officials said. One of them,

Vjpolicies of racial segregation, N ational B ank of A laska,
or apartheid. Opponents of V. said it had no financial ties to
divestment say it might hurt South Africa.

.. < n  - i . cj»

would mean getting rid of m anufacturing, m ining and 
stock in blue-chip giants such „ energy, officials say.

IBM, Exxon’; and vG eneral'^’j'.- “ If we sold everything we

ca-related stocks, according to 
“We don’t have any of tha t state officials.

pain,” said Lois Allen, the  P resid en t Reagan advo-X' as IBM, Exxon’ andvGeneral.-
foundation’s deputy treasur- / cates a policy of “constructive; ; Motors, officials say. , ^  own . w ith  investm en ts  in
er. “We try  to invest in a very engagement” saying contin- : Many of those stable, pros-" South'Africa, we’d, be ahead
secure manner, such ai in ued investment by progres- perous, m ultinational corpo- of the game at first,” said Jim
certificates of deposit in Alas- ' sive A m erican com panies rations have operations in .Keay, a research and liaison
ka banks, or federal treasury , helps blacks get ahead in that;.,. South Africa. An estimated . o fficer fo r . the  p erm anen t
bills, notes and bonds.” ‘ \  bountry. I  ' ' ' one-third of m ajor U.S. corpo-',,; fund. '

The u n ivers ity ’s general The A laska P erm anen t l'"~ :--------------------------- IJ'—------ — "— *- 1—
' fund is deposited for short . 'Fund, the state 's oil wealth 

periods with banks in Alaska, — *—  -------- A ----------------a

lit-
causeiti .:

state investments and do 
tie  to  fu rth e r  the  
against apartheid.

‘‘E m ployees’ m oney is 
being invested in South Afri­
ca," said Brian Rogers, the 
university’s budget director. 
“They have a choice of two 
annuity funds. The fixed-in­
come fund does not invest in 
companies doing business in 
South Africa, but the equity 
fund does."

The University of Alaska 
Foundation, a separate, quasi- 
govemment corporation sup­
ported by private donors, has 
$7 million in its 11-year-old 
program, and university offi- 

i cials said no foundation mon- . 
;Vies are invested in companies 
fi doing business in South Afri-

"We finance companies in 
A ask a ,"  said Ed Rasmuson, 
chairman of the board.

But abou t $118 m illion  
from the state Public Employ- /  
ees Retirement System and 
Teachers Retirement System ' 
funds is invested in U.S. com­
panies w ith p lan ts , offices 
and employees in South Afri­
ca, state officials said. The

savings account, owns about 
$750 million in stock, about 45 
percent of which is with com­
panies doing business in 
South Africa, state officials 
said.

A bill w ith an amendment 
urging Alaska to divest its 
South African holdings was 
introduced during the last leg­
islative session by Rep. Don 
Clocksin, D-Anchorage. A n­
other measure was introduced 
earlier this year in the Sen­
ate, and the sta te’s Human 
R igh ts ' C om m ission la s t

rations do business in South How ever,. refusing to buy 
Africa, dominating such fields ., into a, third of the country’s 
as computer technology, auto.', b iggest com panies can be

.com pared to an expensive 
game of cards played w ith anr>-\"

TO N XTU R IN SK Y
Call me 

for 
Homeowne 
Insurance

incomplete deck, Kelly said.
For permanent fund tru st­

ees, divestment! cou ld1'a lso  
open \ip sticky politicaL'ques- 
tions. The fund’s managers 
see themselves as fiscal man­
agers, required by law to get 
Alaskans the best deal they 
can for their money, Kelly 
said. Deciding to change in-* 
vestments due to political or 

, m oral pressures would go 
against the tru s tees’ legal 
mandate, Kelly said. p..

GET READY FOR WINTER

v.a, obcitv. n u iv ii x k i g i n o  yj m i l l  xo o i  n  t
university also has a supple-' V month called for an end to all
mental retirement fund with 
Equitable Life Insurance Co., 
which has investments w ith 
companies doing business in 
South Africa, according to 
Rogers.

An estimated 11 cities, five 
states and 40 universities in 
the United States have divest­
ed themselves of South Afri-

state investments related to 
South Africa. '■

“ Things have exploded, 
and the momentum has shift­
ed," Clocksin said Wednes­
day. “We’re more sophisticat­
ed in our financial analysis 
now. We know we can do it 
now without losing money.” 

But cutting Alaska’s ties
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Coalition 
forms on
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.

. :. . . V,' • ’

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.

• * • : -v • ■«. . .
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 m atter for more than a 
decade. ,

Apartheid: And the
People of South Africa
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AMANDLA!
TOE BJUinSG CRY AGAINST

u m H H B B

Incnasing incidents oi death and 
detention in South Africa have 
ignited a strong antiapartheid 

movement in the United States
By Frank Dexter Brown [|

,& & *}^*sa»US.OuTofSouth Africa I

^ P d F f h g i j d
» 'J W  V Vini^Pf rr.'.llJ[TT'!P

ovem ber 1984. For nearly four 
m onths, apartheid South Africa 
had been under a state o f siege. 
The country had been brought 

alm ost to  a standstill by massive strikes, 
boycotts and dem onstrations against what 
most regarded as "bogus" elections held 
under the new constitution. Over 21-9,000 
black students refused to attend .lasses. 
Black workers in most o f the major indus­
tries, including mining, steel and autom o­
bile m anufacturing, joined in support o f the 
students’ call for a total work-forcc "stay- 
aw ay,” protesting low wager, and deplor­
able w ork and living conditions. Sebokeng, 
M amclodi, T hokoza and o ther segregated 
black townships were erupting over gov­
e rn m en t- im p o sed  ren t increases. A nd 
throughout the country, the impassioned 
cry o f “Am andla/''—  the Zulu expression 
for “pow er"— could be heard, as the black, 
green and gold flags of the banned A frican 
N ational Congress (A N C), the organiza­
tion leading the liberation movement, were 
unfurled in direct defiance of apartheid 
laws. W ith millions uniting to  challenge the 
apartheid regime, a revolutionary climate 
was developing in South Africa.

But as in the Soweto uprisings o f 1976, 
when hundreds o f schoolchildren were 
gunned down in the streets, the South A fri­
can regime responded with a massive show

58

of force. In a reprisal code-nam ed O pera­
tion Bullrush, the South African arm y was 
ordered into the townships. .The results 
were devastating: over 200,COO h o n e s  
searched and ransacked: 4,000 people de­
tained without charge, including !o  labor 
leaders; more than 1,000 injured; and 200 
killed. From around the world came ex­
pressions o f ho rro r as the num ber o f casu­
alties grew daily. At an emergency United 
N ations Security Council meeting, all but 
one country condem ned the regim e’s ac­
tions. The United States stood alone.

Black Americans, appalled by what they 
called the Reagan A dm inistration 's " tacit 
approval" of the brutality, were convinced 
that som ething had to  be done. On N ovem ­
ber 21, three people were arrested Tor refus­
ing to  leave the South A frican embassy in 
W ashington: Randall Robinson, executive 
d irector o f TransA frica, the W ashington- 
based black A m erican lobby for A frica and 
the Caribbean; M ary Frances Berry, a 
m em ber o f the U.S. Commission on Civil 
Rights; and Rep. W aller Fauntroy (D- 
D .C.). Their ,;ct o f civil disobedience sig­
naled the birth o f the Free South Africa 
Movement (FSA M )— the broadest-based 
■MUapartheid force in U.S. history.

“ In the wake of the regime’s arrest o f 
virtually the entire black labor leadership,” 
explains Robinson, "its killing o f some two

hundred people in the streets, its com m it­
ment to  a policy o f denationalization of 
blacks to the Bantustans—and on the heels 
o f this, the Reagan A dm inistration’s re­
sponse— all o f this aroused us to  a c t . . . .  
We needed to do som ething dram atic."

The B irth  O f A M ovem ent
Indeed, attention has now been focused 

on this issue in a way that this country  has 
rarely seen. In m ore than 20 major cities, 
antiapartheid dem onstrations have become 
weekly, if  not daily, occurrences. T hou­
sands o f protestors from all walks o f life 
have been arrested, targeting South African 
consulates, businesses such as South A fri­
can Airways, and U.S. corporations with 
South A frican  investm ents. Today the 
FSAM  embraces 40 nationwide groups: 
civil rights organizations, labor unions, a rt­
ists’ collectives, legislative bodies, fraterni­
ties and soroiities, as well as 17 religious 
organizations and 90 cam pus groups.

All o f this activity has focused press 
attention on an issue that until now has

S cen es of protest: N ew  York C ity  
dem onstrators m ourn h a n g in g s  of 
ANC freedom  fig h ters; M ary Ber­
ry , R an d all R obinson  an d  W alter 
F auntroy an n ou n ce th e  b irth  of 
the Free S  >uth A frica M ovem en t.
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AMANDLA!
7 W B V S T 0  

C H A L L E N G E  
A F A E T H E I D

1. O rganize or join 
cam paigns to  su p ­
port legislation pro­
hibiting deposits or 
investments o f  pub­
lic funds in banks or 
corporations that in­
vest in South Africa.
2. Form or jo in  me­
dia watch organiza­
tions and w rite let­
te rs  to  the  m edia 
criticizing program s 
and articles that sup­

port South Africa.
3. B oyco tt perform ances (or records, 
films, tapes, etc.) o f entertainers who per­
form in  South Africa.
4. P ro test the sale o f Krugerrands. Boy­
co tt coin dealers and banks that m arket 
South African gold coins.
5. O rganize o r participate in events com ­
m em orating im portant dates in the South 
A frican liberation struggle, including:

Solom on M ahlangu Day (A pril 6), 
com m em orating the death of the first 
A N C  freedom fighter hung for " trea ­
so n ” — his crim e was fighting against 
apartheid;

Soweto D ay (June 16), the day troops 
killed hundreds o f  children dem onstrat­
ing peacefully against the regime;

South A frican W omen’s Day (Aug. 9), 
recognizing women’s role in the struggle 
against apartheid-,

Nelson M andela’s B irthday (July 16). 
M andela is internationally recognized as 
the true leader o f the South Africans;

H ero’s D ay (Dec. 16), dedicated to he­
roes o f the liberation struggle.
6. M ake South A frica a voting issue. 
Question your state legislator and con­
gressman to  determ ine how they stand on 
various issues including sanctions and 
constructive engagement.
7. P artic ipa te  in o r organize teach-ins 
and press forums on South Africa in your 
com m unity, cam pus and church.

Source: The Washington Office On Afri­
ca, 110 Maryland Avenue, NE, Washing­
ton, DC 20002, 202-546-7961.

been virtually ignored by the m ajor media. 
News about apartheid is finally reaching 
the public, and lheir enthusiastic response 
to the FSAM  has brought new hope to 
many veteran anti apartheid activists.

"T he whole anti apartheid movement has 
been fu n d a m e n ta lly  c h an g ed  by th e  
FSA M ," says Jean Sindab, national direc­
to r o f  the W ashington Office on Atrica. 
“ The debate about apartheid has been ex­
tensively broadened. T his is the single most 
im portant developm ent in the attem pt to 
establish a fair African policy.”

D r. G erald H om e, coordinator o f the 
New York Southern A frica Solidarity C o­
alition, agrees, adding that m uch of the 
success is because TransA frica has “been 
forced to  seek alliances with people of 
working-class backgrounds and with activ­
ists who have long been involved in street 
actions, inarches and dem onstrations.”

T his includes organized labor, which is 
an essential link to the Free South Africa 
M ovement. One o f the most effective p ro ­
tests was initiated recently by members o f 
Local 10 of the International Longshore­
men’s and W arehousem en's Union in O ak­
land, Calif., w ho refused to unload South 
African cargo.

T hese developm ents have been wel­
comed by the South A frican liberation 
movement. N eo M num zana, chief repre­
sentative o f the A N C  Observer Mission to 
the U .N ., says, "A s far as the people o f 
South Africa are concerned, the [FSAM ] is 
the best news to  come out o f the U nited 
States in recent times. They see its em er­
gence as proof that Reagan’s policies of 
‘constructive engagem ent’ have no legiti­
mate constituency in the U nited States."

His words do seem to ring true. Instead 
o f acceptance, there are protests. Cries o f 
"F ree South A frica," “ Liberate N am ibia,” 
and even "Amandla" can now be heard 
throughout the country. A lready there 
have been victories that have com e as a 
result o f the FSA M , including:

•  H onorary consulates in Boston and 
Portland, Ore., have been closed

•  Six major coin dealers in four cities— 
Miami, M inneapolis, Pittsburgh and India­
napolis— have halted sales o f the South 
African K rugerrand

•  T h irty -five  conservative  leg islators 
lmvc threatened to support economic sanc­
tions if the killings and detentions continue

•  For the first time, legislation to ban 
new U.S. corporate investm ents in South 
Africa has been proposed in the Senate.

Robin in  explains that the FSA M ’s ulti­
mate obje tive is to “develop a national

strategy" that would assist in bringing an 
end to apartheid and  the regime's illegal 
occupation o f N amibia, and also to  pres­
sure the A dm inistration to end its policy of 
"constructive engagem ent."

"T hat policy is nothing m ore than a 
program  of support for and accom m oda­
tion to South A frica," he asserts. “The 
A dm inistration offers that regime the polit­
ical space it needs to  escalate every area o f 
apartheid repression."

An Ally O f Apartheid?
W hen Reagan took office in 1981, one of 

his first foreign policy decisions was to 
reestablish close links with South Africa. In 
his first public statem ent on apartheid in 
M arch 1981, he announced the formation 
of a "strategic alliance" and asked rhetori­
cally, "C an we abandon a country that has 
stood by us in every war we have ever 
fought, a country  that is strategically essen­
tial to  the free world in its production of 
m inerals that we all must have?”

T he announcem ent was followed by the 
expansion o f economic, diplom atic and 
m ilitary relations. Since 1981, U.S. invest­
m ents in South Africa have grown from 
S2.3 billion to $15 billion. Bank loans in­
creased more than 167%. The A dm inistra­
tion spearheaded South A frica’s successful 
push for a S l.l-b iliion  International M one­
tary Fund loan in 1987.— loans norm ally 
reserved for developing countries suffering 
m ajor shortages o f  capital.

On the diplom atic front, five new honor­
ary South African consulates have been 
opened here since 1981. A nd the United 
States failed to cast a single affirmative vote 
on the last 38 U .N . General Assembly reso­
lutions to condem n South Africa— it ab ­
stained five times and voted no 33 times.

But the m ilitary and nuclear aspects o f 
the alliance are the most troubling to anti- 
apartlieid activists. Rep. John Conyers (D- 
Mich.) and o ther black leaders have docu­
mented th r ollaboralion between high- 
level U.S. aim South A frican m ilitary offi­
cials. "N ot only has ‘constructive engage­
ment' perm itted the United States to be­
come the largest trading partner and the 
second-largest foreign investor in South A f­
rica,” explains Conyers, “but it has also 
been a toothless euphem ism  disguising mil­
itary support that has gone alm ost totally 
unnoticed.”

A dm in istra tion  officials bristle  when 
asked w hether they give military support. 
“We don’t have a m ilitary alliance,” asserts 
C hester C rocker, assistant secretary of 
state for African Affairs and the acknowl-

liWH■ ■■ 111 I I —
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strategy used to pressure the regime.
Since 1982, five stales (M ichigan, C on­

necticut, M aryland, N ebraska and M assa­
chusetts) and 13 cities have enacted laws 
requiring the w ithdraw al o f over SI billion 
of public funds invested in U.S. companies 
doing business in South Africa. A nother 29 
cities and states arc scheduled to consider 
sim ilar legislation this year. A nd legislation 
prohibiting any new investm ents in South 
Africa, banning all new bank loans and the 
sale o f K rugerrands, has been introduced 
in the House and the Senate. A lready, bi­
partisan support has come from senators 
who did not back the bill last year.

The expanding movement for sanctions 
has caused the Reagan A dm inistration and 
South African and U.S. business interests 
to respond w ith alarm . M any companies 
have hired lobbyists to a ttem pt to halt the 
passage of new legislation, while the W hite 
House has made it clear that it will Tight 
the passage of any sanctions legislation.

A nthony M onteiro, the executive secre­
tary o f N A IM SA L, a New York-based A f­
rican support group that has been pushing 
for the total isolation o f the apartheid re­
gime since the early 1970s, says that " i t’s 
im portant to note that total sanctions have 
been called for by the A N C  since the late 
1950s. Sanctions m ust be looked upon as an 
act o f solidarity w ith the South African 
black majority that would, in fact, destabi­
lize the regime."

Robinson says that the isolation of the 
apartheid governm ent is the final goal o f 
the FSAM . "O ur actions have served as a 
means of public education; and that is part 
o f the lobbying process. Legislation calling 
for sanctions against South Africa is 
our goal, and this is what we intend 
to  get." □

AMANDLA!
edged architect o f constructive engage­
ment. However, a  white paper released last 
year by the Philadelphia-based American 
Friends Service Com m ittee reports that 
militarv exports to  South Africa have in 
fact increased.

For .sam ple, shortly  after the first Rea­
gan term began, the A dm inistration lifted 
export restrictions on items on the State 
Depn; n e n t’s m unitions list. Two years lat­
er, th . export o f munitions list items had 
increased from S25.000 to S28.3 million 
annur ly. In the first quarter o f 1984 alone, 
the ar ount o f exports— including com put­
ers, turbojets and military technology— 
exceeded S88 million. And, from 1981 to 
'82 U S. corporations shipped to South Af­
rica pproximatcly S I.7 million iii “non- 
milit; ry" arm s and am m unition, including 
2,500 "shock batons," whips and electronic 
senscrs. South Africa is also the third larg­
est recipient o f U.S. nuclear technology, 
totaling over S2.2 million.

Legislators and activists express concern 
that these weapons are being used against 
South African blacks and the neighboring 
black-ruled countries known as the Front 
Line States. In M ozam bique, Lesotho and 
A njo la , hundreds have been killed and 
wo inded and billions of dollars o f property 
de troyed in South African m ilitary opera­
tic is. A nd over 100,000 apartheid troops— 
o r ; soldier for every ten N am ibians— con­
tinue to occupy Nam ibia at a cost o f over 
SI billion a year.

“ W e’re looking at a life-and-dcath situa­
tion in southern A frica," w arns Elombe 
B rath , chairperson  o f the Patrice Lu­
m um ba/U nity  in Action N etw ork. "A fri­
cans are being killed every day. Any addi­
tional weapons given to the South African 
governm ent could prove dcvasiating.”

S cen es of struggle: Top: South  
rican arm y fir in g  on  protestors in  
S e b o k e n g  t o w n s h ip .  B o t to m :  
Forced from  N am ib ia  b y  a p a rth e id  
troops,. SWAPO refu g ees now  liv e  
in  cam p s in  n e igh b orin g  A n gola .

The D rive For Sanctions And Divestment 
S ou th  A fric a ’s m ili ta ry  agg ression  

th roughou t the region, along w ith its 
m ounting internal repression, has intensi­
fied the drive for economic sanctions and 
divestm ent, which has become the main

• i1* •'rC&iec

THE ANTI APARTHEID READER
801 Second Ave., Suite 401 
N ew  York, NY 10017, 212-490-3487 . •

nhiih*c n#»iuc' 'p lin n m o cD istributes, weekly news 'clippings about 
apartheid from papers around the globe. - 
The: In ternational Defense and Aid Fund-
777 U nited N ations Plaza, R oom  1 
New York, N Y  10017, 212-697-4838

•)';U nion Square, R oom  ,713 ^
N ew;York, N Y  10003,212-929-5686
Inform atiori on the effectiveness bfcom pre-
<*-«• i'-w t , • star-- ... . ■ ■ jjwa
henstve m andatory sanctions. .
T he South W est A frica People's - , U nited N ations i _____
WSPP 'k*' • !-a' -

O rganization (SWAPO)
8 0 1 Second Ave!, Suite 1401;
New Y ork,'N Y  10017, 202-557-2450
v,• • • ; <■ •u-'-xi '-t• .

:• :V

545 E ighth St., SE, Suite 200 . •
W ashington. D C  20003, 202-547-2550

;;Uniteci Nation's Secretariat, Room  2775 
New York, N Y  10017, 212-754-6674.. j- ... • . t*  ̂ • w v — -

■ Inform ation  on all aspects o f apartheid.
IThe tJn ited  N ations Council for Namibia 

Secretariat, R oom  3322

N ew  York. NY 10017, 212-754-5400 
Inform ation about South A frica’s illegal 
occupation o f  this form er G erm an colony. 
P atrice  Lumumba C oalition /
U nity In  Action N etw ork 
243 W. 125th St., Suite 12,
New York, N Y  10027 
in fo rm ation  on the cultural boycott.
'r t’,c W ashington O ffice on A frica

Inform ation on all aspects o f  apartheid. 
They also feature a 24-hour anti apartheid
hotline (202-546-0408)7

* m

BLACK ENTERPRISE /  APRIt, 1985 61



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y .  State Capito l 

Juneau , AJajica 99811 

(907) *65-3991

January 31, 1985

MEMORANDUM

TO: Representative Don Clocksin

FROM: Jay Livey (\o

Legislative Analyst

RE: South Africa: Human Rights and Investments
Research i.equest 85-141 (Preliminary Report)

Johnny Ellis of your staff asked that we provide you with an update of 

the human rights situation in South Africa and describe the effect of 

United State's policy on that situation.

The Republic of South Africa has recently restructured its Parliament 

by adding two more chambers: one for representatives of mixed races and 

one for representatives of Asian races. The white chamber contains 166 
members, the mixed race 80 members and the Asian chamber 40 members. 

In addition, the constitution expands the rights of the Asian and mixed 

race populations.

Because the constitutional changes have recently occurred, it is diffi­
cult to assess their effect on human rights in South Africa. One view 

is that although these reforms are minor, they Indicate a step toward
expanded freedom for the nonwhite population. Other observers do not

see the new constitution as a document that indicates any real change 

from past policies. Supporters of this viewpoint note that the powers 

given Asian and colored (mixed race) parliamentary chambers are consid­

erably different than the powers reserved for the white chamber. For

example, the the white parliament has the power to veto actions of the
other two parliaments and the prime minister can veto actions of the 

white parliament.

According to Jerry Herrman of the American Friends Service Committee, 

not only does the parliament continue to exclude blacks, but during 

the parliamentery elections that established the current membership, 
some Asian and colored groups attempted to promote a boycott of the 

election. Some sources report voter turnouts as low as 25 percent for 

these two groups.

In spite of these political changes, the South African government still 

denies blacks the right to own land in areas that are reserved for



Representat ive C locksin
January 31 ,  1985
Page Two

whites. In addition, Rich Knight, of the American Committee on Africa, 

reports that the government continues to persue its policy of relocating 

black-owned communities to the areas currently reserved for black resi­

dence.

Mr. Herrman also expressed the opinion that a general destabilization 

of Southern Africa is occurring as a result of the policies of South 

Africa. He claims that the number of cases of sabotage and insurgent 
raids into South Africa from neighboring countries is on the increase. 

In return, South Africa is increasing pressure on these countries to 

take positive steps to stop these incursions. In addition, South 

Africa continues to occupy Namibia. The government of South Africa 

claims that this occupation is in response to the presence of Cuban 

soldiers in Angola.

According to both Mr. Herrman and Mr. Knight, the current United States 
policy towards South Africa is one of muted opposition. In general, 

both gentlemen felt that the United States has been less vocal recently 

in denouncing apartheid policies in South Africa. Mr. Knight feels 

that one reason for this may be the security situation in the region. 
He notes that the United States has toned down its criticism of South 

Africa's Namibia policy, probably in response to the presence of Cuban 
troops in Angola. Mr. Knight was also of the opinion that the presence 

of Cuban troops has resulted in relaxed regulations concerning the 

United States arms embargo of South Africa.

I hope that this information is helpful. You also asked for informa­
tion on investments in South Africa. I expect to provide that infor­

mation by February 11.

JL



A L A S K A  S T A T E  L E G I S L A T U R E  
H O U S E  O F  R E P R E S E N T A T I V E S  

R E S E A R C H  A G E N C Y

Poucn Y . Siaie Capuol 
Juneau, A la s k a  'M i l  

19071 465-3991

February 12, 1935

MEMORANDUM

TO: Aepresen ta t i  ve Don C locks in

FROM: Jay l i v e y  Q/
L e g i s l a t i v e  Ana lys t?

RE: Soutn A f r i c a :  Human R igh ts  and Inves tments
Research Request 35-141

Johnny E l l i s  o f  your s t a f f  asked tha t  we provide  you w i th  the fo l l ow ing  
in forma t ion :

• a cu r ren t  assessment of  the human r i gh t s  s i t u a t i o n  in South
A f r i c a ;

• an update of  House Research .memorandum 34-008, which i d e n t i f i e d  
S t a t e  investments  in f irms tha t  do business  in South A f r i c a ;  and

• a r e p o r t  on d i ves tm en t  (o f  South A f r i c a  in ves tments)  a c t i v i t y  
occurr ing  in o ther  s t a t e s .

My memorandum (85-141) o f  January 31, 1984 prov ided you w i th  a cu rren t  
assessment o f  the human r i g h t s  s i t u a t i o n  in South A f r i c a .  Th is  memoran­
dum addresses the o ther  two issues .

House Research Memorandum 84-:Q08

This  memorandum, completed in February of 1934, i d e n t i f i e d  S ta te  o f  
Alaska inves tment funds t h a t  would be a f f e c t e d  by a r e s t r i c t i o n  pro­
h i b i t i n g  the in ves tment  o f  S ta te  funds in corpora t ions  or banks t n a t  10 
bus iness  in South A f r i c a .  The memorandum a lso  determined the amount o f  
S t a t e  investments  tha t  would be a f f e c t e d  by sucn a r e s t r i c t i o n  and tne 
f i n a n c i a l  consequences to the S ta te  from d i v e s t in g  a l l  ho ld ings  o f  
f irms tha t  do bus iness  in South A f r i c a .

According to r e p r e s e n ta t i v e s  o f  the Department o f  Revenue, an update 
o f  t h i s  research .memorandum would provide  l i t t l e  new in format ion .  Be­
cause the in ves tment p o r t f o l i o  o f  the S ta te  is  c on s ta n t l y  changing,  any 
assessment o f  the impact o f  d i ves tmen t  is  based on a sample pf  the 
S ta te  hold ings a t  any p o in t  in time. There fore ,  as long as the impact
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o f  d i ves tmen t  is based on a r e p r e s e n ta t i v e  p o r t f o l i o  of  S t a t e  ho ld ings ,  
tha t  impact should be a ccu ra te l y  por t rayed .  R ep re s en t s t i v e s  of  the 
Department o f  Revenue noted tha t  the prev ious  memorandum was based on 
a r e p r e s e n ta t i v e  sample o f  the S t a t e ' s  p o r t f o l i o .  In d iscuss ing  the 
issue w i th  you, we agreed tha t  a r e e va lua t ion  o f  the S t a t e ' s  in ves tment 
p o r t f o l i o  was unnecessary.

D ives tment  A c t i v i t i e s  in Other S ta tes

You a lso  asked us to prov ide  you w i th  a summary o f  the d i ves tm en t  a c t i v i ­
t i e s  tha t  are occurr ing  in o ther  S t a t e s .  C u r r e n t l y ,  f i v e  s t a t e  govern ­
ments have passed some form o f  d i v e scn en t  law: C onnec t i cu t ,  Maryland, 
M ich igan , Massachusetts and Nebraska .* Washington D.C.  has a l so  passed 
a d i ves tm en t  law.

In a d d i t i o n ,  as o f  May 1984, the American Committee on A f r i c a  reported  
tha t  d i ves tm en t  l e g i s l a t i o n  had been in troduced in the fo l l o w in g  s i x ­
teen s t a t e s : 2

Alabama
Ari  zona
C a l i f o r n i a
Florida 
Georgia 

Illinois 
Indiana
Iowa
Kansas
Minnesota
New Jersey
New York
Ohio
Pennsy lvania  
Rhode Is land 
Wiscons in

A t tacment  A prov ides  a b r i e f  exp lana t ion  o f  the d i ves tm en t  a c t i v i t y  in 
each o f  these s t a t e s .

l S o u th  A f r i c a  D ives tment Dr ive  has U.S .  Firms W orr ied , Washington Post ,  
Sunday, December 2, 1984.

N e w s l e t t e r  No. 5 , May 1934, by the American Committee on A f r i c a ,  198 
3roadway, New York, New York 10038.
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A number of  municipal  governments have a lso  passed d i ves tment  laws or 
in ves tment proh ib i  t i on s .  The Committee on A f r i c a  reports  th a t  13
communities have passed laws r e s t r i c t i n g  in ves tments ,  3 have passed 
laws requ ir ing  s e l e c t i v e  purchasing of  stocks or bonds of  companies 
tha t  do business in South A f r i c a  and 5 communities have passed nonbind­
ing r e s o lu t i o n s  concerning inves tment o f  funds w i th  f irms tha t  do b u s i ­
ness w i th  Soutli A f r i c a . - ^  A ttachment  3 prov ides  a summary of th i s
municipal  a c t i v i t y .

The Committee on A f r i c a  a l so  reports  tha t  a t  l e a s t  40 u n i v e r s i t i e s  have
taken e i t h e r  fu l l  or p a r t i a l  d i ves tment a c t ion .  A1 thougn a complete
l i s t  o f  these u n i v e r s i t i e s  i s  no t a v a i l a b l e ,  the committee repor ts  that 
C i t y  U n i v e r s i t y  o f  New York,  An t ioch  and Hampshire C o l l e g e s ,  Ohio U n i ­
v e r s i t y ,  Mich igan S t a t e ,  Ind iana Centra l  and the U n i v e r s i t i e s  o f  Massa­
chuse t t s ,  Oregon and Wiscons in have passed r e s o lu t i o n s  to s e l l  a l l  
shares o f  corpora t ions  doing business  in South A f r i c a . ^

I hope tha t  th i s  in format ion  is  h e l p f u l .  I f  you des i re  a d d i t i o n a l  r e ­
search, please  con tac t  us.

OL

Attachments

^Munic ipa l  A c t ions  A ga in s t  A p a r t h e i d , November 1984, oy the American 
Committee on A f r i c a ,  19d Broadway, New York,  New York 10033.

^South A f r i c a : Quest ions  and Answers on O ives tment ,  December 1984, 
American Committee on A f r i c a ,  198 3roadway, New York,  New York 10038.
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I nvestment

D a t e

Ll/84

10/84

10/84

8/84

5/84

10/33

10/82

7/S2

5/32

j / 3 0

2/8 0

1980

1980

E » e (  u l i v e  D i r e c t o r :

M U N I C I P A L  A C T I O N S  A G A I N S T  A P A R T H E I D  

R e s t r i c t i o n s

M u n i c i p a l i t y  A c t i o n  T a k e n  A m o u n t  A f f e c t e d  D i v e s t e d

O a k l a n d ,  C a l i f o r n i a  No n e w  i n vest­

me n t

Newark, M e w  J e r s e y  D i v e s t m e n t  ?

.Amherst, M a s s D i v e s t m e n t  ?

N e w  York, N e w  Y o r k  D i v e s t m e n t  5 6 6 5 , 0 0 0 , 0 0 0 N o n e

B o s t o n ,  M a s s D i v e s t m e n t  5 2 9 , C O O , 0 00 N o n e  (waiting 

o n  h o m e  rule 

bill)

W a s h i n g t o n ,  DC  D i v e s t m e n t  5 5 6 , S C O , C O O  5 3 4 , 9 C O , C C O

G r a n d  Rapids, M i c h P r o h i b i t i o n  

of d e p o s i t  

of  idle funds 

in b a n k s  lending 

to SA  g o v t  or 

c o r p o r a t i o n s  

o p e r a t i n g  in SA

W i l m i n g t o n ,  D e l a w a r e  D i v e s t m e n t S 4 C O ,C 0 0 5 4 0 0 ,  X O

P h i l a d e l p h i a ,  Penn. D i v e s t m e n t  5 1 0 4 , C O O , 0 0 0  3 1 C O , C C O , C C O

B e r k eley, C a l i f o r n i a  D i v e s t m e n t  5 4 , S C O , C O O  ?

C a m b r i d g e ,  M a s s No n e w  i n v e s t­

m e n t

Davis, C a l i f o r n i a  No  n e w  i n v e s t m e n t

H a r t f o r d ,  C o n n No n e w  i n v e stment

   11.1, D i r r c  t u r :  " * r  R e s e a r c h :  i . ■•. M m n  P r n * « t v  s i . ............  l i l r r j l u r i * *  -  , n :  c M' <»



Date M u n i c i p a l i t y

10/34 Newark, New J e r s e y

3/77 E a s t  L a n s in g ,  M ich igan

12/76 Mad i  s o n , Wi scons i n

Passed N o n - B i n d i n g  R e s o l u t i o n s

H / 8 4  S a n  F r a n c i s c o  (ballot initiative)

10/34 D e t r o i t ,  M i c h i g a n

9 / 8 4  N e w  Ro c h e l l e ,  N ew Yor k

3/84 Gary, I n d iana (1975 first c i t y  r e s o l u t i o n  c a l l i n g

on c i t y  to s t o p  d o i n g  b u s i n e s s  w i t h  

I3M, ITT, M o t o r o l a ,  C o n t r o l  D a t a ) .

1982 A t l a n t a ,  G e o r g i a  (removal c i t y  p e n s i o n  funds from

b a n k s  l e n d i n g  to SA  govt, or c o r p o r a  

tions o p e r a t i n g  in S A ) .

**Note: S e p t e m b e r  1984 E x e c u t i v e  C o u n c i l  of the N a t ional

C o n f e r e n c e  of  M a y o r s  p a s s e d  a u n a n i m o u s  r e s o l u t i o n  s u p p o r t i n g  

d i v e s t m e n t .

C o m p i l e d  N o v e m b e r  19
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AND SOUTH AFRICA —  ___________

JiEWSLSTTSa

N u m b e r  5 -3S4

ALABAMA

S t a t e  A c t i o n :  O n  F e b r u a r y  7, 1984, R e p r e s e n t a t i v e  JaT.es H u s k e y  r e i n t r o d u c e d  

a b i l l  m o d e l e d  cn  the s u c c e s s f u l  M a s s a c h u s e t t s  l e g i s l a t i o n  r e q u i r i n g  

d i v e s t m e n t  of  s t a t e  p e n s i o n  f u n d s  f r o m  b a n k s  and c o r p o r a t i o n s  i n v e s t i n g  in 

S o u t h  A f r i c a .  T h e r e  h a v e  b e e n  h e a r i n g s  in the H o u s e  W a v s  and M e a n s  

C o m m i t t e e ,  b u t  a v o t e  h a s  n o t  y e t  b e e n  taken.

A R I Z O N A

S t a t e  A c t i o n :  R e p r e s e n t a t i v e  A r t  H a m i l t o n  a n d  S e n a t o r  T o n y  W e s t  i n t r o d u c e d

l e g i s l a t i o n  w h i c h  h a s  b e e n  a t t a c h e d  to H3 2 0 2 0  w h i c h  p r o h i b i t s  the 

i n v e s t m e n t  o f  p u b l i c  f u n d s  in e n t e r p r i s e s  h e a d q u a r t e r e d  in or w h o  h a v e  the 

m a j o r i t y  of  t h e i r  i n t e r e s t s  b a s e d  in S o u t h  A f r i c a .  T h i s  i n c l u d e s  a 

p r o h i b i t i o n  o n  t he p u r c h a s e  of  p r e c i o u s  m e t a l s  f r o m  S o u t h  A f r i c a .  T h e  b i l l  

is a w a i t i n g  a c t i o n  b y  the S e n a t e .

C A L IFO R N IA

S t a t e  A c t i o n :  A s s e m b l y w o m a n  M a x i n e  W a t e r s  r e i n t r o d u c e d  A s s e m b l y  cil l  SCS

w h i c h  s t i p u l a t e s  t h a t  a f t e r  J a n u a r y  1, 1939, no s t a t e  f u nds s h all r e t a i n

i n v e s t e d  in a n y  c o r p o r a t i o n  or a n y  b a n k  d o i n g  b u s i n e s s  in S o u t h  A f r i c a .

A p u b l i c  h e a r i n g  in the A s s e m b l y  F i n a n c e  and I n s u r a n c e  C o m m i t t e e  was

h e l d  on J a n u a r y  10, 1984. T h e  b i l l  w a s  d e f e a t e d  b y  a v o t e  of o to S.

A s s e m b l y w o m a n  W a t e r s  w i l l  i n t r o d u c e  th e  b i l l  a g a i n  n e x t  y e ar.

C i t y  A c t i o n :  S a n t a  C r u z :  O n  N o v e m b e r  3, 1933, M a y o r  J o h n  L a i r d  of the Cit y

o f  S a n t a  C r u z  s i g n e d  an  o r d i n a n c e  w h i c h  p r o h i b i t s  the i n v e s t m e n t  of p u b l i c  

f u n d s  in b a n k s  d o i n g  b u s i n e s s  in or w i t h  S o u t h  A f r i c a .  T h e  d i v e s t e d  funds 

w i l l  be r e i n v e s t e d  to c r e a t e  jobs, h o u s i n g ,  a nd o t h e r  s e r v i c e s  for local 

r e s i d e n t s .

P u b l i s h e d  by: T h e  A m e r i c a n  C o m m i t t e e  on A f r i c a ,  

198 H r o a d w a y ,  N e w  York, NY  1CC33
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FLORIDA

S t a c e  A c t i o n :  S p e a k e r  Fro T e n  S t e v e  R a j c i c  i n t r o d u c e d  a bil l  in l e c e n c e r

1983 c a l l i n g  for s t a c e  funds, i n c l u d i n g  p e n s i o n s ,  to b e  d i v e s t e d  :ver a 

t h r e e - y e a r  p e r i o d  f r o m  b a n k s  a nd c o r p o r a t i o n s  o p e r a t i n g  in S o u t h  A f r i c a .  

T h e  b i l l  p a s s e d  the R e t i r e m e n t  P e r s o n n e l  C o l l e c t i v e  B a r g a i n i n g  

a n d  is a w a i t i n g  a c t i o n  b y  the H o u s e  A p p r o p r i a t i o n s  Ccrrmittee.

G E O R G I A

S t a t e  A c t i o n :  R e p r e s e n t a t i v e s  T y r o n e  B r o o k s ,  B e t t y  J. C l a r k

D a u g h e r t y  i n t r o d u c e d  H o u s e  b i l l  120 2  o n  J a n u a r y  18, 1984.

p r o h i b i t s  p u b l i c  r e t i r e m e n t  s y s t a n s  f u n d s  f r o m  b e i n g  i n v e s t e d  

o p e r a t i n g  in or d e a l i n g  w i t h  S o u t h  A f r i c a .

S e n a t o r s  J u l i a n  3 o n d ,  H o r a c e  E. T a t e  a nd D a v i d  S c o t t  i n t r o d u c e d  S e n a t e  

b i l l  543 on F e b r u a r y  9, 1984. T h e  b i l l  s t a t e s  t hat no  s t a t e  f u n d s  s h a l l  be

i n v e s t e d  or  d e p o s i t e d  in a n y  f i n a n c i a l  i n s t i t u t i o n  w h i c h  h a s  o u t s t a n d i n g  

l o a n s  to S o u t h  A f r i c a .  3 o t h  b i l l s  a r e  a w a i t i n g  a c t i o n .

I L L I N O I S

S t a t e  A c t i o n :  O n  A p r i l  4, 1984, m o r e  tha n  2 C O  r e p r e s e n t a t i v e s  of  t r a d e

u n i o n s ,  c h u r c h e s  a n d  c o m m u n i t y  o r g a n i z a t i o n s  v i s i t e d  S p r i n g f i e l d  to l o b b y  

o n  b e h a l f  o f  a d i v e s t m e n t  b i l l  i n t r o d u c e d  b y  R e p r e s e n t a t i v e  C a r o l  M o s e l e y  

3 r a u n  a n d  c o - s p o n s o r e d  b y  the H o u s e  S p e a k e r ,  R e p r e s e n t a t i v e  M i c h a e l  

M a d i g a n .  3 i l l  569 p r o h i b i t s  the i n v e s t m e n t  o f  s t a t e  f u nds in b a n k s  m a k i n g  

l o a n s  to S o u t h  A f r i c a .  T h e  b i l l  h a s  p a s s e d  o u t  o f  c o m m i t t e e  a n d  is n e w  

b e f o r e  the H o u s e  for f i nal p a s s a g e ,  b u t  v o t i n g  h a s  b e e n  p o s t p o n e d .  S o u t h  

A f r i c a n  g o v e r n m e n t  o f f i c i a l s  a nd U.S. c o r p o r a t i o n s  h a v e  l o b b i e d  s t r o n g l y  

a g a i n s t  the b i l l .

I N D I A N A

S t a t e  A c t i o n :  R e p r e s e n t a t i v e  W i l l i a m  C r a w f o r d  r e i n t r c d u c e d  a b i l l  to r e m o v e  

c o r p o r a t i o n s  i n v e s t i n g  in S o u t h  A f r i c a  or N a m i b i a  f r o m  t he l i s t  of a p p r o v e d  

i n v e s t m e n t s  for s t a t e  a n d  l o cal funds. T h e  b i l l  w a s  n o t  h e a r d  this year. 

R e p r e s e n t a t i v e  C r a w f o r d  is o r g a n i z i n g  a s t r o n g e r  c o a l i t i o n  for t he 1995 

l e g i s l a t i v e  s e s s i o n  w i t h  c h u r c h ,  u n i o n  a n d  c i v i l  r i g h t s  o r g a n i z a t i o n s .
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ICWA

S t a t e  A c t i o n :  O n  A p r i l  20th, the Iowa l e g i s l a t u r e  p a s s e d  an A p p r o p r i a t i o n s  

B i l l  w i t h  an a m e n d m e n t  r e q u i r i n g  t h a t  t he Iowa P u b l i c  E m p l o y e e  R e t i r e m e n t  

S y s t e m  I n v e s t m e n t  B o a r d  m a k e  nc f u t u r e  i n v e s t m e n t  of  s t a t e  p e n s i o n  f u n d s  in 

b a n k s  and c o m p a n i e s  d e a l i n g  w i t h  S o u t h  A f r i c a .  T h e  a m e n d m e n t  f u r t h e r  

r e q u i r e s  the I n v e s t m e n t  3 o a r d  to v o t e  t h e i r  s t o c k  at s h a r e h o l d e r s  m e e t i n g s  

a g a i n s t  i n v e s t i n g  in a p a r t h e i d .  T h e  a m e n d m e n t  w a s  i n t r o d u c e d  b y  S e n a t o r  

C h a r l e s  B r u n e r ,  C h a i r m a n  o f  the S t a t e  I n v e s t m e n t  3 o a r d .  T h e  b i l l  is 

a w a i t i n g  t he g o v e r n o r ' s  s i g n a t u r e .  T h i s  s u c c e s s  f o l l o w s  i n i t i a t i v e s  t a ken 

b y  S e n a t o r  T h o m a s  M a n n  a n d  R e p r e s e n t a t i v e  M i c h a e l  C o n n o i l y  w h i c h  'were 

n a r r o w l y  d e f e a t e d  in C o m m i t t e e .

K A N S A S

S t a t e  A c t i o n :  R e p r e s e n t a t i v e  N o r m a n  J u s t i c e  r e i n t r o d u c e d  H o u s e  b i l l  25SC on 

F e b r u a r y  22, 1984. T h e r e  h a v e  b e e n  h e a r i n g s  in t h e  H o u s e  C o m m i t t e e  on 

P e n s i o n s ,  I n v e s t m e n t s  a n d  B e n e f i t s  b u t  t h e r e  w a s  no  a c t i o n  taken.

M A R Y L A N D

S t a t e  A c t i o n :  S e n a t o r  C l a r e n c e  M. M i t c h e l l  III, p r e s i d e n t  o f  t he N a t i o n a l

3 l a c k  C a u c u s  o f  S t a t e  L e g i s l a t o r s  i n t r o d u c e d  a d i v e s t m e n t  b i l l  o n  M a r c h  14. 

A s  a m e n d e d ,  t he b i l l  w o u l d  p r o h i b i t  f u t u r e  i n v e s t m e n t s  in S o u t h  A f r i c a  and 

it 'was p a s s e d  in t he S e n a t e .  A t  the s a m e  time, D e l e g a t e s  H o w a r d  P. R a w l i n g s  

a n d  W e n d e l l  Pt .ilips h a d  i n t r o d u c e d  a s i m i l a r  b i l l  in th e  A s s e m b l y .  ’On 

A p r i l  9, t h e  l ast d a y  o f  the s e s s i o n ,  t h e  A s s e m b l y  v o t e d  t he b i l l  d o wn. It 

is e x p e c t e d  to be  r e i n t r o d u c e d  n e x t  year.

M I C H I G A N

S t a t e  A c t i o n :  H o u s e  b i l l  4515, s p o n s o r e d  b y  R e p r e s e n t a t i v e s  P e r r y  B u l l a r d

a n d  V i r g i l  C. S m i t h ,  Jr. an d  m o d e l e d  o n  the c o m p r e h e n s i v e  M a s s a c h u s e t t s  

l e g i s l a t i o n ,  is h e l d  u p  in the R e t i r e m e n t  F u n d  C o m m i t t e e .  R e p r e s e n t a t i v e  

S m i t h  is w o r k i n g  o u t  an a g r e e m e n t  w i t h  t h e  t r e a s u r e r  w h i c h  w i l l  g et the 

b i l l  o u t  o f  ootrmittee a n d  b r i n g  it b e f o r e  t he l e g i s l a t u r e .

M I N N E S O T A

S t a t e  A c t i o n :  S e n a t o r  A l l a n  S p e a r  a n d  R e p r e s e n t a t i v e  R a n d y  Stater

r e i n t r o d u c e d  d i v e s t m e n t  l e g i s l a t i o n  in b o t h  the S e n a t e  a n d  t he H o u s e .  7h= 

b i l l s  ore Ibit f u t u r e  i n v e s t m e n t s  of f u nds b v  the S t a t e  B e a r d  of Ir.vestmen:
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in c o r p o r a t i o n s  a n d  b a n k s  t hat d c  b u s i n e s s  in S o u t h  A f r i c a  a n d  N a m i b i a .  

T h e r e  w e r e  h e a r i n g s  in t h e  H o u s e  a nd S e n a t e  on  M a r c h  12, 1984. C o r p o r a t i o n s  

b u s s e d  in r e t i r e e s  to p r o t e s t  the b i l l .  A  v o t e  w a s  p o s t p o n e d  

u n t i l  l a t e r  in t he s e s s i o n .

N E B R A S K A

S t a t e  A c t i o n :  C n  A p r i l  9, t he N e b r a s k a  l e g i s l a t u r e  p a s s e d  a d i v e s t m e n t  b i l l  

b y  a v o t e  of  2 9 -19 that w i l l  t a k e  e f f e c t  as o f  J a n u a r y  1, 1987. T h e  b i l l

c a l l s  fo r  t h e  d i v e s t m e n t  o f  p e n s i o n  f u n d s  f r c m  c o r p o r a t i o n s  t h a t  d o  n e t  

m e e t  t h e  " h i g h e s t  r a t i n g  o f  the S u l l i v a n  P r i n c i p l e s . "  In 1980, N e b r a s k a  

p a s s e d  a d i v e s t m e n t  r e s o l u t i o n  i n t r o d u c e d  b y  S e n a t o r  E r n e s t  C h a m b e r s .  S i n c e  

t h en, S e n a t o r  C h a m b e r s  h a s  b e e n  w o r k i n g  to m a k e  t h e  r e s o l u t i o n  b i n d i n g .

NEW JER SEY

S t a t e  A c t i o n :  A s s e m b l y m a n  W i l l i e  B. B r o w n  i n t r o d u c e d  A s s e m b l y  b i l l  1 3 0 9  cn

F e b r u a r y  23, 1984. T h e  b i l l  r e q u i r e s  d i v e s t m e n t  o f  s t a t e  p e n s i o n  f u n d s  frc m  

c o m p a n i e s  d o i n g  b u s i n e s s  in S o u t h  A f r i c a .  T h e  b i l l  is p e n d i n g  in the 

A s s e m b l y  S t a t e  G o v e r n m e n t  C o m m i t t e e ,  a n d  is c o - s p o n s o r e d  b y  the H o u s e  

S p e a k e r  A l a n  J. K a r c h e r .

In o t h e r  a c t i o n ,  S e n a t o r  W y n o n a  M. L i p m a n  r e i n t r o d u c e d  S e n a t e  J o i n t  

R e s o l u t i o n  #16 o n  J a n u a r y  23, 1984. T h e  r e s o l u t i o n  c a l l s  u p o n  the

g o v e r n m e n t  o f  S o u t h  A f r i c a  to r e s c i n d  its a p a r t h e i d  p o l i c y .  T h e  R e s o l u t i o n  

is p e n d i n g  in t h e  S e n a t e  S t a t e  G o v e r n m e n t  C c m n i t t e e .

N E W  Y O R K

S t a t e  A c t i o n :  O n  J a n u a r y  13 a n d  17, t h e  A s s e m b l y  B a n k i n g  C o m m i t t e e  h e l d

h e a r i n g s  in N e w  Y o r k  C i t y  a n d  A l b a n y  o n  d i v e s t m e n t  b i l l s  i n t r o d u c e d  b y

A s s e m b l y m a n  H e r m a n  D. F a r r e l l ,  Jr., w h o  is c h a i r m a n  o f  t he c o m m i t t e e .  The;

b i l l s  c a l l  for a n  e n d  to t he i n v e s t m e n t  of p u b l i c  f u n d s  in b a n k s  and

c o r p o r a t i o n s  d e a l i n g  w i t h  S o u t h  A f r i c a  a n d  a r e  s t i l l  p e n d i n g  b e f o r e  th e  N e w

Y o r k  A s s e m b l y .  S i n c e  t h e  h e a r i n g s ,  m e e t i n g s  a t t e n d e d  b y  r e p r e s e n t a t i v e s  of 

t r a d e  u n i o n s ,  c h u r c h e s  a n d  c o m m u n i t y  o r g a n i z a t i o n s  -were h e l d  in S y r a c u s e  

a n d  N e w  Y o r k  C i t y  to f o r m u l a t e  s t r a t e g i e s  to s u p p o r t  t h e s e  bills.. T h e  N e w  

Y o r k  S t a t e  C o u n c i l  o f  C h u r c h e s  h a s  v o t e d  to s u p p o r t  d i v e s t m e n t  l e g i s l a t i o n  

a n d  to -work for its p a s s a g e .  T h e  l e g i s l a t u r e  is e x p e c t e d  to s t a r t  

c o n s i d e r i n g  t h e s e  b i l l s  a f t e r  th e  E a s t e r  r e c e s s .

C i t y  A c t i o n :  N e w  Y o r k  C i t y :  C o u n c i l  M e m b e r  R u t h  Messir.ger h a s  i n t r o d u c e d  a
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b i l l  in t h e  C i t y  C o u n c i l  w h i c h  w o u l d  p r o h i b i t  t he c i t y  from a c c e p t i n g  b i d s  

f r o m  c o m p a n i e s  h a v i n g  o p e r a t i o n s  in S o u t h  A r r i c a  a nd p r e v e n t  the c i t y  trcm 

p u r c h a s i n g  a n y  S o u t h  A f r i c a n  p r o d u c t .  T h e  b i l l  k n o w n  as "Intro. 6 1 9 "  is c o­

sp o n s o r e d "  by* C i t y  C o u n c i l  p r e s i d e n t  C a r o l  B e l l a m y  anc 10 other C o u n c i l  

m e m b e r s .  H e a r i n g s  w i l l  b e  h e l d .

In a s e p a r a t e  a c t i o n ,  s e v e r a l  t r u s t e e s  of  th e  N e w  Y o r k  C i t y  p e n s i o n  

s y s t e m  a r e  d i s c u s s i n g  a s t r a t e g y  for d i v e s t i n g  th e  p e n s i o n  fund s y s t e m  f r o m  

c o r p o r a t i o n s  a n d  b a n k s  o p e r a t i n g  in S o u t h  A f r i c a .  T h e  fund h a s  o ver S3 

b i l l i o n  in a s s e t s .

O H I O

S t a t e  A c t i o n :  S e n a t o r  W i l l i a m  Bowe n ,  c h a i r m a n  of  the S e n a t e  F i n a n c e

C o n m i t t e e  i n t r o d u c e d  d i v e s t m e n t  l e g i s l a t i o n .  T h e  b i l l  p a s s e d  o u t  of 

c o m m i t t e e  a n d  is a w a i t i n g  a h e a r i n g  o n  the S e n a t e  floor.

C i t y  A c t i o n :  C l e v e l a n d :  O n  M a r c h  12, th e  c o u n t y  of C u y a h o g a  w h i c h  i n c l u d e s

the c i t y  o f  C l e v e l a n d  p a s s e d  a u n a n i m o u s  b i n d i n g  r e s o l u t i o n  s p o n s o r e d  b y  

C o m m i s s i o n e r  T i m o t h y  H a g a n  c a l l i n g  o n  the C o u n t y  I n v e s t m e n t  A d v i s o r y  3 o a r d  

n ot to i n v e s t  its t a x p a y e r s  f u n d s  in b a n k s  d e a l i n g  w i t h  the G o v e r n m e n t  of  

S o u t h  A f r i c a .

P E N N S Y L V A N I A

S t a t e  A c t i o n :  S e n a t o r  F r e e m a n  H a n k i n s  an d  S p e a k e r  o f  the H o u s e ,  L e r o y  I r v i s  

h a v e  i n t r o d u c e d  b i l l s  in t h e i r  r e s p e c t i v e  h o u s e s  to d i v e s t  p e n s i o n  f u nds 

f r o m  b a n k s  a n d  c o r p o r a t i o n s  d e a l i n g  w i t h  S o u t h  A f r i c a .  3 c t h  b i l l s  a r e  s t i l l  

p e n d i n g .

R H O D E  I S L A N D

S t a t e  A c t i o n :  S e n a t o r  D a v i d  C a r l i n  i n t r o d u c e d  n e w  d i v e s t m e n t  l e g i s l a t i o n

w h i c h  w a s  r e f e r r e d  to t h e  S e n a t e  C o r p o r a t i o n  C o m m i t t e e  o n  F e b r u a r y  29,

1984. C n  M a r c h  23, 1934, t he S e n a t e  v o t e d  to t r a n s f e r  the b i l l  to the

S e n a t e  F i n a n c e  C o m m i t t e e .  N o  a c t i o n  h a s  y e t  b e e n  taken.

W I S C O N S I N

S t a t e  A c t i o n :  3 i l l  8 34 i n t r o d u c e d  b y  A s s e m b l y w o m a n  M a r c i a  "eggs, p r o h i b i t s

p u b l i c  f u n d s  f r o m  b e i n g  i n v e s t e d  b y  t h e  S t a t e  I n v e s t m e n t  B e a r d  in

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  in or  w i t h  S o u t h  A f r i c a  It -was h e a r d  on

F e b r u a r y  21, 1984 b y  t he C o n m i t t e e  cn G o v e r n m e n t  O p e r a t i o n s .  T h e  b i l l  is

s t i l l  p e n d i n g .
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W A S H I N G T O N ,  D.C.

F o r  t h e  f i r s t  time, th e  U.S. C o n g r e s s  h a c  t he o p p o r t u n i t y  to d e b a t e  

d i v e s t m e n t  l e g i s l a t i o n  w h e n  a d i v e s t m e n t  b i l l  p a s s e d  u n a n i m o u s l y  b v  tr.e 

D.C. C i t y  C o u n c i l ,  c a m e  b e f o r e  t h e  H o u s e  D i s t r i c t  C o m m i t t e e  for a p p r o v a l .  

A s  e x p e c t e d ,  C o n g r e s s m a n  P h i l l i p  C r a n e ,  a  l o n g - t i m e  s u p p o r t e r  o f  S o u t h  

A f r i c a ,  i n t r o d u c e d  a r e s o l u t i o n  to b l o c k  t h e  D.C. b i l l .  H e a r i n g s  w e r e  h e l d  

o n  C r a n e ' s  r e s o l u t i o n  a n d  w i t n e s s e s ,  i n c l u d i n g  a f i n a n c i a l  " e x p e r t "  'who 

c l a i m e d  t h a t  D.C .  w o u l d  " l o s e  m i l l i o n s "  b y  d i v e s t i n g ,  w e r e  c a l l e d  to 

t e s t i f y .  H o w e v e r ,  t h e  H o u s e  D i s t r i c t  C o n m i t t e e  v o t e d  o n  F e b r u a r y  14 b y  an 

o v e r w h e l m i n g  and b i p a r t i s a n  m a r g i n  of  10-2 for the D.C. p e n s i o n  f u n d s  to be  

d i v e s t e d .

P r e p a r e d  by: N i c h o l a s  G o u e d e  

* ¥ * *

N e w  P u b l i c a t i o n s  A v a i l a b l e :

T h e  S o u t h  A f r i c a  F a c t  S h e e t  s u m m a r i z e s  in four p a g e s  of  

f a c t s  a n d  g r a p h s  the i n e q u a l i t i e s  of  l i f e  u n d e r  t he r a c i s t  a p a r t h e i d  

s y s t e m  a n d  k e y  f a c t s  a b o u t  US  e c o n o m i c  i n v o l v e m e n t . 5 . 3 0  each,

S . 15 o v e r  t w e nty.

  S o u t h e r n  A f r i c a  F i l m  G u i d e  is a c o m p e n d i u m  o f  r e c e n t  f i l m s

a v a i l a b l e  w i t h  b r i e f  n a r r a t i v e s  a n d  l i s t i n g s  o f  d i s t r i b u t o r s  a nd 

p r i c e s .  S I . 0 0

  E c o n o m i c  D i s e n g a g e m e n t  a nd S o u t h  A f r i c a :  T h e  E f f e c t i v e n e s s

a n d  F e a s i b i l i t y  o f  I m p l e m e n t i n g  S a n c t i o n s  a n d  D i v e s t m e n t  is a 

t h o r o u g h  r e v i e w  of th e  a r g u m e n t s  in a 34 p a g e  a r t i c l e  for a 

p r e s t i g i o u s  l a w  j o u r n a l  p u b l i s h e d  b y  G e o r g e t o w n  U n i v e r s i t y ,  " L a w  

a nd P o l i c y  in I n t e r n a t i o n a l  3 u s i n e s s . "  W r i t t e n  b y  A C O A  E x e c u t i v e  

D i r e c t o r  J e n n i f e r  D a v i s ,  R e s e a r c h  D i r e c t o r  G a i l  H o v e y  and 

c o n s u l t a n t  J a m e s  C a s o n .  5 2 . 0 0

T h e s e  m a y  b e  o r d e r e d  b y  p h o t o c o p y i n g  thi s  s h e e t  and 

r e t u r n i n g  w i t h  p a y m e n t  to T h e  A f r i c a  Fund, 19P B r o a d w a y ,  N e w  

Y o rk, NY  1C038, “(212) 9 6 2 - 1 2 1 0 .

I e n c l o s e  S  for t h e  a b o v e  p u b l i c a t i o n s .  P l e a s e  i n d u c e

15% for p o s t a g e .

N a m e _______________________________________________________

A d d r e s s

C i t y S t a t e



FROM: DEPARTMENT OF REVENUE

TREASURY DIVISION 

AUGUST 23, 1985 State of Alaska Investment Funds 

Assets as of 6/30/85*

($ Millions)

Permanent

Fund

General

Fund

Public 

Employees 

Retirement 

Fund

Teachers

Retirement

Fund

Public 

School 

Fund

U of A 

Permanent 

Fund

International

Airport

Fund Total
% of 
Total

Repurchase Agreements 

South African Amount*
7.3

(1.8)
118.8
(25.1)

9.7

(2.4)

8.0

(2.0)
143.8

(35.3)
1.3i
(.3)

Commercial Paper 

South African Amount
445.0

(421.4)
445.0

(421.4)
4.1

(3.9)

Interest Bearing Bank Deposits 

South African Amount
.9

(.2)
32.6

(8.0)
20.1

(4.9)
53.6

(13.1)
.5

(.1)

Alaskan Certificates of Deposit 107.5 43.2 150.7 1.4

Government Obligations 5,469.8 1,245.5 555.4 348.9 72.3 7.3 33.5 7,732.7 71.8

Corporate Bopds 

South African Amount
23.5

(.0)
3.0

(.0)
48.3

(7.5)
39.4

(6.1)

5.1

(.8)

1.2

(.2)
120.5

(14.6)
1.1

(.1)

Government Agency Obligations 2.5 1.7 4.2 -

Corporate Stock 

South African Amount
747.3

(279.1)
31.8

(.0)
194.4

(72.6)

125.6

(46.8)
1,099.1

(398.5)

10.2

(3.7)

Mortgages & Loans 48.0 206.8 297.6 201.8 754.2 7.0

Real Estate Equities 129.7 84.9 56.2 270.8 2.5

TOTAL

South African Amount
6,534.0

(281.1)
2,094.1

(450.5)
1 ,222.9 

(90.5)

800.0

(59.8)

79.9

(.8)

10.2

(.2)

33.5 10,774.6

(882.9)

100.0

(8.1)

* The figures shown in parentheses for South African Amount" are estimates of investments of State funds in banks or corporations which do business in 

South Africa. No State funds are invested in banks or corporations domiciled in South Africa. The amounts are computed from ratio of such investments 
shown in Table 3 of 2/16/84 House Research Agency memo to assets in Table 1 of the memo.

J
\



f .

f

( Y y ^ t T > c b > \ y  i j p c ^ t v V ^ L .

Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802 

TEl 107/465-2047 TLX 099-46-323

M E M O R A N D U M

DATE: April 18, 1985

TO:

FROM U i m  Kelly
Research & Liaison Officer

SUBJECT: South African Divestment: The Issues

As you know, there have been resolutions introduced this session in both 

houses of the Legislature which would direct the State to divest itself of any 

and all investments in companies doing business in or with South Africa. This 

is a matter of interest to the Alaska Permanent Fund Corporation because the 

Fund, at present, has significant stockholdings in a number of U.S. companies in 

this category.

Although the will of the Legislature regarding this issue is yet unclear, 

and even though, in any event, a resolution is non-binding, it is certainly 

appropriate - and timely - for the Trustees to become acquainted with all the 

issues surrounding South African divestment. To that end, this memorandum 

presents a general summary of contemporary writings on the subject, and a 

specific analysis from the perspective jf the Permanent Fund.

South A f r i c a . Apartheid means "apartness" in the language of the white 

people who hold power in the Republic of South Africa. It is a system of 

government founded on skin color, and has been in effect in that country since 

1948. Under apartheid, 22 million blacks - 73 percent of the total population - 

are not permitted to vote. They are required to live on reservations called 

"homelands" which are limited to 18 percent of the land. The white population, 

estimated at 5 million, runs the government, owns the land, and controls the 

economy.

South A f r i c a’s main attractions are its rich mineral deposits, cheap labor, 

stable climate, and a $100 billion-a-year economy. Those natural resources, 

together with the geopolitically strategic location at the tip of Africa, have 

prompted both the government of the United States and corporate America to 

develop a tremendous stake i.n the country'? future.

U.S. Investments in South A f r i c a . According to the best estimates, U.S. 

firms have invested S2.3 billion in a broad range of South African enterprises.
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U.S. banks have lent the South African government and companies there another 

$4.6 billion. Gold and other stockholdings bring the figure for total American 

investments in that country to $14 billion.

American companies make up 17 percent of foreign investment in South 

Africa, but dominate strategic sectors of the economy such as computers, energy, 

motor vehicles, and mining. They are responsible for the employment of some
120,000 South Africans, mostly blacks.

There are approximately 440 U.S. corporations doing business in South 
Africa. Included are 31 of the 50 largest U.S. companies, and 49 of the 100

largest. Some 25 American companies - including such major firms as IBM Corpo­

ration, U.S. Steel, General Electric Company, Union Carbide, General Motors, and 

Ford - have investments exceeding $20 million apiece in South Africa. There are 

also an estimated 6,000 U.S. firms that trade with South Africa but have no 
operations based in the country.

South Africa Divestment Drive. Since 1982, 11 American cities have adopted 

policies to divest some or all of their holdings from companies doing business 

in South Africa: Boston, New York, Washington, Philadelphia, San Francisco,

Atlantic City, Newark, Rahway, Wilmington, Charlottesville and Grand Rapids. 

Just recently, the U.S. Conference of Mayors approved a non-binding resolution 
recommending divestment.

So far, five states - Massachusetts, Nebraska, Connecticut, Michigan, and 

Maryland - have passed some form of divestment legislation. More than 20 

additional states are expected to consider such measures this year.

At least 40 universities have taken either full or partial divestment 

action. Those that have passed resolutions to sell all shares in corporations 

doing business in South Africa include the City University of New York, Antioch 

and Hampshire Colleges, Ohio University, Michigan State, Indiana Central, and 

the Universities of Massachusetts, Oregon, and Wisconsin.

In addition, a large number of churches and unions have voted to end their 
banking or corporate links to South Africa.

The Sullivan Principles. The Sullivan Principles were written in 1977 by 

the Reverend Leon H. Sullivan, a Baptist preacher living in Philadelphia and a 

director on the board of General Motors. Originally developed as an employment 

code to help guide American companies operating in South Africa, these six 

principles have become the basis for evaluating individual companies, and rating 

each for their social progress in South Africa. The principles dictate:

* Nonsegregation in work facilities;

* Equal pay for equal work;

* Fair employment practices;

* Training programs for blacks and other non-whites;
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* Improving facilities in housing, schooling and other quality-of-1ife 

areas; and

* Increasing the number of non-whites in management and supervisory 

positions.

As of October, 1984, there were 128 Signatory companies to the Sullivan 

Principles, that is, 128 U.S. corporations which have voluntarily agreed to be 

evaluated according to these standards. The way it works, companies are indi­

vidually evaluated and then rated in relation to each other rather than against 

an absolute standard. There are three major rating categories: (I) making good

progress; (II) making progress; and (III) needs to become more active. Cat­

egories I and II are considered passing grades, and category III is failing. 

Eighty-one of the Signatories received passing ratings in 1984.

The total employment of the reporting Signatories in South Africa is about 

65,000, one percent of the total economically-active work force. It is estimat­

ed that the Signatories have spent more than $100 million since 1977 in support 

of the Sullivan Principles and improved working conditions for blacks in South 
Africa.

On December 12, 1984, just four months ago, at a time of heightened protest 

in the U.S. and increased black-labor unrest, walkouts, and strong counter 

action by security forces in South Africa, about 120 of the Signatories held a 

meeting in Mew York. At that meeting, the Signatories agreed unanimously to 

expand the Principles to include language which commits the companies to direct­

ly lobby the South African government against apartheid. Specifically, the new 

language states that Signatories shall "use influence and support the unre­

stricted rights of black businesses to locate in the urban areas of the nation; 

influence other companies in South Africa to follow the standard of equal-rights 

principles; support the freedom of mobility of black workers to seek employment 

opportunities wherever they exist, and make possible provisions for adequate 

housing for families of employees within the proximity of workers' employment; 
support the ending of all apartheid laws."

Arguments For Divestment

* "The net effect of American investment has been to strengthen the econom­

ic and military self-sufficiency of South Africa's apartheid regime." This was 

the conclusion of the Senate Subcommittee on Africa in January, 1978. Thus, it 

is argued, ending U.S. investment in South Africa would be a blow against 
apartheid.

* "Divestment would serve notice on the white establishment in South Africa 

that it cannot hope for any significant or sustained relationship with the U.S. 

so long as apartheid continues... I think it sends a useful signal to the black 

majority in South Africa that the U.S. is cm the side of change rather than the 

status quo. If one assumes as we do that sooner or later the black majority 

will be in a position to determine the destiny of South Africa, our prospects 

for a constructive relationship with South Africa will be enhanced if the black
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majority feels we have been working in this direction." - Congressman Stephen 

Solarz

* South Africa is not the place for prudent investment. With growing 

social and labor unrest, the black unemployment and underemployment estimated at 

25 percent, the London Economist has called South Africa "a time bomb of discon­

tent and revolution-fodder." Without significant changes in the country, some 

risk analysis for international corporations are warning against long-term 

investments in South Africa because of the high economic risk.

* South African blacks, those who would be most affected by it, support 

divestment. For example, FOSATU, The Federation of South African Trade Unions, 

the largest federation of black labor unions in South Africa, opposes any 

foreign investment in their country which provides support to the white govern­

ment. Another example: when For.tjkMotor Company, the largest U.S. employer of 

black workers in South Africa, recently asked its workers what they thought of 

the Sullivan Principles, they responded negatively and described them as a 
"toothless package".

* Divestment does not necessarily have a financial cost.

° Connecticut State Treasurer, Henry Parker, reported in September, 

1984, that "Connecticut has been able to earn money by selling the holdings 

of socially irresponsible companies. Corporate America must take a strong 

stand against racism wherever it exists, and our divestment law is an 

important incentive for them to do just that."

0 "Timely and careful divestiture can result in net increases in 

pension earnings." - Governor of Massachusetts in August, 1983

0 "We...consistently achieved or bettered our assumed actuarial 

investment return rate of 9 percent in our transactions divesting our 

portfolio of fixed income securities of firms doing business in South 
Africa." - Director of the Board of Pensions in Philadelphia in 1984

0 Michigan State University found in June 1980, that within months of 
passing divestment resolutions, their portfolio had earned an additional SI 
mil 1 ion.

° A Wilshire Associates study, completed late in 1984, showed that a 

divested Standard & Poor's 500 Index would have outperformed the "old" S&P 

500 over the past five years by seven percent annually.

° Studies conducted by Chemical Bark, the U.S. Trust Company, the 

Franklin Research Company, and the Trinity Investment Management Corpo­

ration, have all shown that over time the South Africa-free companies have 

outperformed the restricted stocks with a minimal amount of added risk.
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Arguments Against Divestment

* South African divestment is a form of "social investing", and as such, is

a breach of fiduciary responsibility for a trustee. "Social investing" is an

investment strategy that does not object to the promotion of nonfinancia'l social 

goals at the expense of financial ones. It usually involves a combination of 

reduced diversification and higher administrative costs not offset by net 
financial gains.

* The Reagan administration's policy of "constructive engagement" with

South Africa argues against divestment on geopolitical grounds: (1) the U.S. is

dependent on South African strategic raw materials, notably chrome, mangenese, 

platinum, and vanadium; and (2) the South African government is a U.S. ally, and 

a partner in the regional struggle against the Soviet Union. Thus, it is in

America's best interests to continue economic and political relations between 
the two nations.

* "If we cut off investment, we would lose jobs in this country, and we 

wouldn't necessarily help blacks in that country." - Andrew Young, Mayor of 
Atlanta and former U.S. Ambassador to the United Nations

* Divestment is a n t’-Black. "Black South Africans have to confine their 
options to realities, and we have to seek to bring about radical change in such 

a way that we do not destroy the foundations of the future. More than 50 

percent of all black South Africans are 15 years of age or younger. A huge 

population bulge is approaching the marketplace. To greatly exacerbate unem­

ployment and underemployment, and to greatly increase the already horrendous 
backlog in housing, education, health and welfare services would be unforgiv­

able." - Mangosuthu G. Buthelezi, the hereditary leader of the Zulu people of 
South Africa

* Democracy and freedom can only be achieved within a climate of economic 

growth. This growth in South Africa, fueled at least in part by American 

investment, will eventually destroy institutionalized racism, as has happened in 

America's recent past. This position is held by many black South Africans, 

including the leaders of Inkatha, a 9 0 0 ,000-member, self-proclaimed liberation 
movement which is the largest political organization in the history of South 
Africa.

* Divestment is inappropriate because the white government in South Africa 

- in the context of that continent - is not so bad. For example, one writer 

reminds his readers that the rulers of Uganda and the Central African Republic 

not only tyrannize their subjects, but on occasion have actually eaten them. He 
also points out that there is an acid test of a country's internal policies: 

Are people trying to get in or out? He argues that South Africa, with over a 

million illegal immigrants, passes that test.
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South African Divestment: A Permanent Fund PersDective

South African divestment is an extremely controversial issue. It involves 

complicated social, political, economic, financial and legal questions. Apart­

heid, however, poses no moral dilemma; it is quite simply wrong. No one in 

Alaska need be an apologist for apartheid, and certainly no one associated with 

the Alaska Permanent Fund Corporation supports continuation of the status quo in 
South Africa.

Nonetheless, the Trustees of the Permanent Fund have a fiduciary respon­

sibility to the people of the State of Alaska to make investments according to 

the Prudent Investor Rule. This responsibility is inherent in the management of 

any trust, and is specifically required for the Permanent Fund by AS 37.13.120. 

Enactment of a non-binding resolution by the Legislature would not relieve the 
Trustees of this legal responsibility.

As of March 31, 1985, the Permanent Fund held 6,154,410 shares of stock in 

132 U.S. companies doing business in South Africa. Sixty-one percent (81) of 

these companies are Signatories to the Sullivan Principles. The cost of the 

South Africa-related stock to the Permanent Fund was $270,481,017. The market 

value of the stock on the above date was $293,798,934, for an unrealized gain of 

$23,316,917. The largest holdings were in Exxon (331,600 shares), IBM (279,300 

shares), and General Electric Company (224,100 shares). (See Appendix "A".)

The financial impact of divestment depends upon the type of divestment 

(partial or full), the particular holdings in the portfolio at the time of 

divestment, the characteristics of the market at that time, and other economic 
conditions.

An estimate of the true costs of divestment to the Permanent Fund would 

have to consider: (1) transaction costs; (2) the effect of divestment on the 

portfolio; and (3) the potential performance of the Fund after divestment.

Transaction C o s t s : It is estimated that the Alaska Permanent Fund Corpo­

ration pays transaction costs, on the average of five cents to buy a share of 

stock and five cents to sell a share of stock. Because the stock which would be 

divested is worth more per share, on average, than the replacement stock, actual 
transaction costs would be something in excess of the number of divested shares 
times five cents times two (sell and buy).

Effect of Divestment on the Stock Portfolio: The Trustees have adopted a

long-term investment strategy which includes the policy of placing up to 15 

percent of the Fund into common stock by June 30, 1986, market conditions 

permitting. This is to be done sixty-six and two-thirds percent on the basis of 
the Standard & Poor's 500 index, and thirty-three and one-third percent through 

specialty, external managers. The latter firms, of which there are four, have 

been selected to pursue areas having prcrspects of growth and earnings that 
substantially exceed those of the market average.



Page 7
Apr i l  18, 1985
South Afr ican Divestment

Under divestment, this investment strategy would have to be altered. For 

one thing, divestment would so restrict access to stocks in the S&P 500 that it 

would be virtually impossible to construct a portfolio for the Fund which would 

be a statistical mirror of that index. For a good perspective on the impact of 

divestment on a stock portfolio consisting solely of the S&P 500, consider the 

findings of a study completed late in 1984 by Wilshire Associates, one of the 

leading investment advisory firms in the United States. This study examined 

what would happen if each of the 152 South Africa-related companies in the S&P 

500 were to be replaced by the largest South Africa-free company in its indus­
try.

At the end of the first quarter of 1984, the S&P 500 was worth over $1,175 

trillion. The 152 companies doing business with South Africa accounted for S554 

billion of the S&P 5 0 0 's capitalization value. Their 152 replacements were 

worth $107 billion. This "new11 S&P 500 index thus came to $728 billion - less 

than 62 percent of the value of the "old" S&P 500.

The effect of divestment on the S&P 500 is that large multi-national 

companies are replaced by smaller, domestic companies. The capitalization 

weights of some industries (e.g. drugs and motor vehicles) are more than halved. 

The "new" S&P 500 has 8 percent more risk, as measured by beta, and 3 percent 

less diversification than the S&P 500. In other words, the"new!' S&P 500 would 

rise or fall, on average, by 8 percent for every 1 percent change in the "old" 
S&P 500.

A fund restricted in this fashion would expect higher trading and adminis­

trative costs inasmuch as its portfolio would contain smaller, riskier, and less 

liquid companies. The larger the fund, according to this study, the more likely 

it would have to restructure its investment plans completely in order to achieve 
targeted risk/return goals.

Potential Performance of the Fund After Divestment. Trinity Investment 

Management Corporation recently did a study with regard to the impact of d i­

vestment on the New Jersey pension funds. In that study, they proposed a very 

appropriate analogy. They suggested that being denied access to 35% of the U.S. 

securities market (the South Africa-related companies) was analogous to playing 
a poker game in which you are dealt from a deck containing only 35 cards and the 

rest of the players are dealt from a deck of 52 cards. Moreover, elimination of 

such companies as IBM, Exxon, Merck, and Eastman Kodak, which are the staples of 

a large institutional portfolio, is equivalent to your deck of 35 cards contain­

ing only half the face cards. It is possible to be dealt occasionally winning 

hands from your deck of 35 cards, but over the long run you will lose against 
players using 52 cards.

The study c o n d u c e d  that any divestment restriction would significantly 

increase risks, reduce investment and diversification opportunities, result in 

lower risk-adjusted returns and greater trading costs, and violate the Prudent 
Investor Rule.



Page 8
Apr i l  18, 1985
South A fr ican Divestment \

Op t ions. The preceding analysis is based on full divestment. There are, 

however, other options which could be considered and which, arguably, might be 
just as e f f e c t i v e  as full divestment:

* Disinvestment.- that is, no new investments in companies doing business in 
South Africa;

* Divestment from companies which are not Signatories to the Sullivan 
Principles;

* Divestment from companies which do not meet the highest ratings of the 
Sullivan Principles;

* Vote Permanent Fund stock against apartheid;

* Organize other large stockholders and, together, vote stock against 
apartheid; or

* Encourage passage of a legislative resolution supporting one or more of 

the South Africa-related bills presently before Congress.

Which option to consider, if any, really depends on one's beliefs about the 

efficacy of certain types of actions. Unfortunately, there is precious little 
about this issue which can be determined for certain.

JK:bm
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