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Mr Berren Gillfillan
418 Anderson (East Quad)
Ann Arbour, Michigan 48109

Dear Mr Gillfillan,

Thank you for your recent telephone call concerning the disinvestment
campaign in Michigan.

As a student you will no doubt be aware of the fact that colleges and
universities around the country are currently suffering financial
pains as a result of the economic recession in the U.S. With cutbacks
in Federal grants and loans to college students and the fact that the
share of funds from individual states to university budgets have
shrunk considerably, many universities in the U.S. have been forcad
to trim their ambitions and embark on programs of retrenchment.

Because of the serious economic problems in the State of Michigan,
many universities and coclleges in your state have also been affected.
T am aware of the fact that the State of Michigan has over the last
year or two implemented substantial financial cuts to Michigan educa-
rional institutions. I gquote from the New York Times dated 30 Novem—

ber 1981:

nmhe cuts are certain to further erode Michigan's standing in state
aid to higher education. A decade ago it was in the top 10 among the
50 states and now it is in the bottom lo."

One of the inevitable results is that universities and colleges are
forced to increase tuition fees which leads to a decline in enrollment
figures and which tends to hurt the poor and the minorities in this

country.

Given the strained financial stiunation at colleges and universities
it is ironic that the Mizhigan State Legislature has now passed a
bill (House Bill 4553) which requires that universities and colleges
in Michigan embark on a path of precipitous disinvestment which will
have a highly negative impact on the financial and endowment affairs
of the individual universities. The question should therefore be
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posed whether Michigan's universities and colleges should be forced to
tamper with its investments at a time when the U.S. is in the worst
economic slump since the great Depression.

apart from the legal and fiduciary ramifications of such disinvestment
by colleges and universities, the precipitous disinvestment prescribed
by House Bill 4553 threatens to reduce the endowment funds of Michigan
educational institutions which will lead to increased tuition fees,

diminished student aid and, as stated above, affect the poor and mincr-

ity groups in Michigan.

It should be borne in mind that at present there are 350 major U.S.
corporations (more than 250 appear on the "Fortune 500" list) with
subsidiaries in South Africa. Amongst these are the following Michigan
based corporations: Ford Motor Co., General Motors, Bundy Corp.,
Burroughs Corp., Dow Chemical, The Federal Mogul Corp., The Kellog Com-
pany, The National Standard Company, Parker Davis & Co., the Upjohn
Company, Valeron Company and a number of others.

In terms of House Bill 4553 Michigan educational institutions are forced
to dispose of investments that they hold in these major and productive
U.S. corporations. Preventing Michigan educational institutions from
investing in U.8. corporations operating in South Africa would narrow
investment opportunities, lead to the loss of diversification and
flexibility in university investment portfolios which is bound to affect
the rate of return as well as the longterm investment prospects of

the Michigan universities and colleges.

House Bill 4553 also threatens to harm the commercial and investmant
ties which currently exist between Michigan based corporations and the

Republic of South Africa.

The presence of over 2,000 foreign corporations (mainly British, West
German, American, French and Italian) in South Africa is testimony to
the fact that the South African market, with the rapidly increasing
purchasing power of the country's black people, offers a potential of
major dimensions. It should be borne in mind that the economic rela-
tions between the U.S. and the Republic of South Africa are multi-
faceted and date back many years. The influx of American manufactur-
ing skill began as far back as 1524 when Ford Motor Company established

a plant in South Africa.

At a time when the domestic automobile market looked rather bleak,

Ford in South Africa's sales in 1981, were a good 70% up on the figures
for 1979. South Africa is the home of more competing vehicle manu-
facturers than any other country in the world, including the U.S. and
the appeal of the South African market lies in its growth potential.

Apart from its normal vehicle sales in South Africa, General Motor's
subsidiary in South Africa was awarded contracts equivalent to $74.2
million in September 1981, to build 111 diesel electric locomotives

for the South African Railways and Zimbabwe National Railways. A large
part of this order will be executed by GM's U.S5. division. :
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The above factors are obviously in the interest of the State of Michi-
gan. It not only creates jobs but has a peneficial impact on tax
collections and decreases the costs of social programs.

Tn times of an increasing shortage of raw materials, the mineral
resources of south Africa are of immense importance £o the West, in-
cluding the U.S.A. South Africa is the largest producer and exporter
of the platinum group metals, chrome Ore, vanadium and manganese ore.
Chrome and platinum are vital elements in the Michigan automobile

industry.

The progressive impact and productive role that U.5. corporations
have had on the living standards of South Africa’s black community

is often misrepresented by pressure groups. Michigan based corpora-
rions with subsidiaries in gouth Africa are +o be commended for their
contributions toward the improvement of socio—-economic conditions

and the continued upward wobility of Blacks, Ccoloureds, and Asians

in the labour market. Ford Motor CO. for instance. initiated the
puilding of the New Brighton Technical Institute in Port Elizabeth
and Black and Coloured trade unionists in South africa have praised

Ford and GM for its social responsibility.

a1l the major West European countries have rejected economic sanctions
against gouth Africa and trade and investment ties are expanding
rapidly. French exports +to South Africa in 1981 increased 43% over

rhe figure for 19580 while West German exports to south Africa increased
by 34% in the same period. U.s. exports to south Africa are also
expected tO increase further this year.

1 Americans are really sincere in wishing to promote constructive
change in south Africa to the benefit of the Black peoples: they
should rather invest more, not less, in South Africa, for it is only
when a country is pProsperous and offers abundant employment OppoOr~
tunities that higher wage structures and standards of living can

be achieved.

if you should reguire any further, more detailed information, please
do not hesitate to contact me. I the meantime it would be most
interesting to sSeE€ some of the articles pertaining to this matter
which might appear in your local newspapers - perhaps you could send

me some?

yours sincerely .
/'_) N

PATRICK _C. EVANS
VICE-CONSUL
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SOUTH AFRICA FOUNDATION

SUITE 620 % 1225 19TH STREET, N.W. ® WASHINGTON, D.C. 20036

TELEPHONE (202) 223-5486

4 March 1983

Berin Gilfillan

418 Anderson Street

Fast Quad

ann Arbhor, Michigan 48109

Dear Berin:

It was nice talking to you today and I am delighted to
know that I can be of some help to you. I enclose a

gopy of the paper that I have just written for Georgetown
University's Law and Policy in International Business. As
you will see, my conclusion is that divestment by the uni-
versities would, if there were losses, expose the trustees
or regents to legal action in both their private and pub-
lic capacities. The action by the states in trying to
force divestment is almost certainly unconstitutional in
breach of the Supremacy Clause, the Commerce Clause and
the Fourteenth Amendment. While the article will be pub-
lished in early May, I have no cbjection to your using this
draft for whatever purposes you think appropriate, and if
vyou wish to refer the trustees to me, I should be happy to
answer any of their queries.

It was very nice seeing your father the other day and I hope
that I will meet vou in due course.

With kindest regards,

L‘J
John H. Chettle
Director
North and South America
JHC : phd
(Dictated by J. Chettle and
signed in his absence)

President: G, W. H. Rally Depuly Presidents: A. A, Llayd P. Grebbelaar J. A, Stegmann
Tha Councii: L. G. Abrahamszse” D. E. Baker E. 5. Biohm~ Dr. F.J. . Cronjé” Adv. D. P de Villi?rs‘ Dr. A J do Tai®
Dr. P. G. Eggsiem F. M. Harris® F. 8. Hirsch” Or.C.J. F. Human H.E. Joosub F.J. H.le Riche
Mrls M L:s;.;ung‘ P J tiebenberg A louw® A. Lurie B. C. McCarthy I. G. MacPharson* E. Pawit A. & Plumbnidge
C. J. Sauncers” A, J. van den Barg A. van Rooyen _

*Vice-Presidants

Han. Prasidants: Dr. P. Elienne Roussaau Basit €. Hersov W.F.deiaHarpe Beck

Director Genaral: J, de L. Soraur
Diractor for Nodh and Scuth America: John . Chattle



