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Gregory X. Dow
715 Lawrencs Street, #53
Ann Arbvor, Mi. 4831C4
flarch 31, 1979

Allan Smith, 4cting President
University of Michigan
Ann Arbor, Michigan

Dear Presidert Smith:

I am enrolled in the depariment of econcmics at the
University of Michigan as a candidate for the Ph.D. I am writing
to you because T am deeply concerned with the University's stance
on the issue of aivestment in firms which operate in Scuth Africa.

I am persuaded that there is no meaningful distinction
to be made between 'political' and "non-political' approaches to
the guestion, as some would hold, All seem to agree that the de-
cision to divest would be a political one. How then can the converse
decision, to maintain the University's current porifolio, be con-
gtrued as 'non-p2litical' One can cnly sse these investments as
non-political by disregarding the bilatant racism and brutality of
the South African regime and by refusing to acknowledge any Ameri-
can role in the support of the apartheid system. Such a position
will not survive scrutiny. The University does net face a choice
hetween wpolitical and non-political altermatives, but rather bhe-
tween two poliftical paths., Political choice is inescapable what-
ever the outcome of the curvent controversy may be., Such choices
are inherent in the management of a largs institution,

Corporations operating in South Africa derive considexr=
zble benefits from tre apartheid system, Jjudging from the available
vrofit data and from their eagernees to participate in the South
African econcmy. In a very real sense, this is blocod money which
the University should not accept simply on moral grounds. However,
the de=hate over divestment, cuite rightly, does not focus on this
iszue alone., The broad issue 1s the extent to which American Zirms
hezr wesponsibility for the continudftion of zpartheld as & social

sTston.

American corporations supply South Africa with needed
inporsed materials and new capital equipment, the latfter often
em»odying recent technologicel advances, This helps to ensure
South Africa's continued econcemic growth, a2t least insofar as the
white minority is concerned. Prospverity can oniy further convince
the whites of the viabllity of thelr system, no matter what the

state of world ovnirion may be.

It nas been freaquently argued fThat Lmerican investmeants
enizn force in South Africa, in that they supposedly bene-
)

Tacks through employment and hettsr wages, Wo doubt it is
true that *he immadiate effect of closing all American-owned
facilities would be detrimzntal *e¢ the black population, but this

is hardly likely whether we would wish it or nct. Under economic
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sanctions a much more likely outcome would be for American-owned
plants to be transferred to Scuth African or other control and

*ovr them %o continue in overaticn., While it is possible that

pzy and working condiiions would deteriorate marginally from their
present abysmal levels, massive unemployment as a resul®t c¢f sanctions
is not to bhe expected.

Only dogma would lead one to argue that the black
sopulation would be unaffected by sanctions, however. There will
undoubtedly be attempts by the white minority o shift the real
nyrdens of slower economic growth and short-run dislocations due
to sanctinms onto the black population, We are therefore obliged
+to congider the opinions of the klack opposition movements within
South Africa, insofar as these opinlons can be communicated to us.
It is apparent that a wide spectrum of black South African opinion
rejects the 'tenign influence' argument and urges the YWest to
impose economic sanctions as quickly as possible,

Suck urgings have been publicly made by the African
Vational Congress, the Pan Africanist Congress, the South West
Africa Peoples! Organization (SWAPO), the Patriotic Front, the
South African Congress of Trade Unions, the Indian Congress of
South Africa, the Black Peoples! Convention, the Soweto Students'
Revresentative Council, the South African Students! Organization,
znd the Christian Institute. These crganizations clearly helieve
that Western participation in South Africa's economy does nething
to further their struggle, and all indications are that such
sentiment is growing within South Africa. (Lest it ve thought
that these calls for divestment are idle or iZl-congidered, it
is worth noting that to call for divestment is a erime in Sowuth
Africa under the Terrorist Act.)

™e aim of economic sanctions cannot realistically be
to close down all foreign-owned facilities in South Africa.
Eather, the aims must be twofold. FPirst, sancticns can clcse
off foreign scurces of raw materlals such as o©il, new technology,
capital equipment, and spare parts., Hopefully one result of this
weuld be to 1imit South Africa's military potentiel, with a
corresponding diminution of wnite intransigence. The second goal
of sanctions would be to impress upon the Afrikaners that the
est regards the apartheid system as utterly intclersble and that
we completely reject South Africa as an acceptable ally in any
real or imagined battle with Harxiet forces, This message will
not be communicated by a policy of verbal condemmation and tangibvle
SUTPOrt.

Tot the least important effect of American trade with

ica is to enhance that goverrnment's capabilities for

sction ard internal repression, The most dramatic exampl
Fr o

ormer is the introduction of nuclear *echnology from tre
tates., South Africa now possesses at least one uranium
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enrichment plant located near a 'peaceful' nuclear reactor. The
demonstrated abllity of India to convert Canadian nuclear tech-
nology %o miliftary useg makes %the South African potential in this
area all the more fri*ﬁteﬂing. 4ds an example of the way in which
internal repression has been abetted and streamlined hy U.S.
firms, consider the sale of coamputing equipment by IBM to the
Department of the Interior (which oversees the movement of blacks
tnrouﬂhout the natiorn)} and the Department of Prisons, along with
the Department of Defense and the Atomic Energy Board, This can
orly improve the government's ability To administer the fascistic

'vass laws' which regulate the movements of all blacks.

While it is true that the U.3. government has imposed
a ban on sales to the South African military and police, it would
be 2 delusion to believe that this extricates the U.S. from
cemplicity either in a moral or & practical sense, Equioment does
not need to bhe sold tc these agencies directly in order to find
ite way into their hands. It should alsoc be obvicus that any
attempt tc define which supplies are of a military nature is
unworkable and largely beazide the point., In the event of a South
African mobilization, a large fraction of the nation's industriasl
plant, including foreign-owned facilities, would soon he converted
to military use of some soxrt. In the meantime, foreign investment
in civilian production frees South African funds for other purposes.
The only way to limit South Africa’s militaxry capability is *o
limit Iws industrial expansion and access to imported supplies,

Hfeving stated the case for economic sanctions in general,
I now want to point out some difficulties with the Sullivan
Frinciples as a basis for University policy. (Incidentally, the
zdontisn of the Sullivan Principles is in itself a political action,
no differant in kind from the further step of divesiment.) TFirst,
it should be recognized that any substantive racial equality in
hiring and prcmotion, the foundation of what we would regard as
equal opprorsunity, is 1illegal under South African law., Various
laws resgserve skxilled Jjobs for whites only, and it should be noted
that of all the corporations in which the University holds stock
5r bonds, none hes been atle to report a single black having a
FUurervisory posiﬁion over a white. DlSCflTlEﬂ;lon in South Africa
dnes not arise from the de fzcto rolicies of individual f1rm_, but
is a condition of doing busiress which is imposed by the South

African zovernment

Zven 1f one chcoses to ignore the guestionable legal
Sbaﬂdliﬂ of the Sullivan Principles in South africa, this is no
ne end of the Zifficulties. For these princivles 0. %e meaning
ful, it must be possibvle to collect the informsiicn needsd to
asgers the compliance record of American firms. The response of

U'l lag

trnese Ffirms has been whelly inadecuate, as is fullv documented in
the rerport submitted to the Regents on larch 15, 1979 by the

wagnteraw County Coalition Agzinst Apartheid. HMoreover, a new
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development has extended South African legal interference even

to attemupts to gather information needed 1n assessing compliance,
The Protection of BEusiness Act passed on June 20, 1978 stztes:

No person shall in compliance with any order, dir-
ection or letters of request issued or emanzating from
outside the Republic, furnish any informaticn as to
any business whether carrisd on in or outside the
Republic.

It is hard to imagine how, under these circumstarices, any effort
to monitor compliance with the Principles can succeed.

The meost fundamental defect in the Principles is their
lack of scope. The issue is not whether American corporations
adhere to acceptable standards on racial matters within their
limited realm of employment. The real issue is whether their
participation in the South African economy lends material and
political support to the South African regime and its apartheid
system. When one views the social context of South African
economic relstionships, the gestures and good intentions embodied
in the Sullivan Principles recede into insignificance. Consider
the following:

1) Rlacks cannot vote and cannot own land except in
trhe arid bantustans which account for only 13% of
South Africa's land area and include no urban areas
or impcritant minersl wealth,

2) Per capita educational expenditures for white siudents
range bhetween 5 and 15 times the level for btlacks.
For white students, education is free and compulsory:
for blacks it is neither.

%) Black men and women can remain in the 87% of the
nation which is legally reserved for whites only
so long as they work.

4) It is illegal to disobey an order on the Jjob, to
fail %o report to work, or to strike. Unions are
outlawed and virtually all black opposition move-
ments are banred.

5) All living arrangements in and around the

carefuliy segregated to prevent racial con
than during employment relationships,

ot 0

¢) Rlack men while working tvpically live in 2ll-male
barracks near the cities which house a dozen or |
more men per room. Their families are Forbidden
to join them and must remain in the hantustans which
are handreds of miles away, forcing the sevparation
of families for months or vears at a time,
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Approximately one third of all black babies die
before the age of one. In some areas in the bantu-
stans, thisg figure is closer to one half. A United
Mations study estimated that 4 out of 5 black workers
suffer some form of malnutrition. ILife expectancy
for black men is about 31 years, and for black women
about 32, while life expectancy for whites compares
favorably with Burope ard North America., There is
about one doctor for every 400 whites and one Tor
every 44,000 blacks,.

8) The bantustans currently have a population of over
six million despite a United Nations estimate that
they cannot provide food for more than about two
million people. Starvation and malnutriftion are
commonplace, with the latter frequently causing
vermanent mental retardation for children. The
population of the bantustans is almest completely
devendert upon the earnings of the black migrant
labor force employed in the urban areas, The bantu-
stans cannot possibly become autonomous 'nations'
as the apartheid system demands.

9} Virtually all forms of dissent aimed at apartheid
are considered Marxist and are banned. In varticular,
the Suppression of Communism Zct makes it a crime Lo
advocate racial equality.

It is simply not possible for American corporations to behave
‘*responsibly! in this context. The Sullivan Principles have
nothing to say regarding the role of foreign investment in sus-
taining this malignant sccial system as a whole.

The Regents of the University do not need further time
to study this guestion. A1l of the assertions in this letter can
he readily verified. South African reality is there for all to
see; in fact, South African politicians are quite candid about their
racist 5001ety and its structure. Anvone who has spent time in an
academic environment knows that any issue can be studied indafiritely,
ard that every study ends with a call for further research, If the
usgnal academic criteria are applied, the process of study will never
end. However, South Africa's brutality cannot be suspended or held

in abeyance while we study it.

The suffering, starvation, and indignity impcsed on
millions of veople by the apartheid system, and the police state
methods used to maintain it, are obv ous, If the University finds
i tgolf unable to come t0 a volitical judgment on this mather, it
ig difficult to imagine what addltlonal evidence would suffice.
There are only three fundamental questions which the Regents need

to address:

= 1= 3
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1) Is apartheid unacceptable?

2) Do South sfrican economic ties with the West help
pernetuate this system?

2) Ioes the University's current investment nortfolio
provide support to American companies cperating in
South 4Lfrica?

I am convinced that the answer to all three questions
is yes, and I believe that no reasonably informed person can
respond otherwise. The time for research and gtudy is over. This
issue can only grow more urgent as South Africa moves Toward a
bloody racial conflict, Decisions are regquired.

Sincerely,
Doy Lo

Gregory XK. Dow

gkd

cc: The Regents of the University of Michigan
SACFA Committee members



