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COVERING SECRET

FROM: R N Dales; SAfD
DATE: 24 April 1989
oC: P3/Mrs Chalker

Mr Tomkys
Mr Falrweather
Economiec Advisers
PUSD (DSE/CN)
News Dapt

Private Secretary

CALL ON THE SECRETARY OF STATE BY THE SOUTH AFRICAN
MINISTER OF FINANCE: 0900 HRS, TUESDAY, 25 APRIL

1. Barend du Plessis will call on the Secretary of State
at 5.00 am on Tuesday, 25 April. He will call on the
Prime Minister at 4.30 pm today. I submit points to make
for the call together with a background brief. There

will inevitahly be some duplication with points covered

by the Prime Minister. Nevertheless, the Secretary of
State will wish to cover the reforms that we are seeking
from the South Africans in some detail to emphasise the
point.

5. T understand that Mr du Plessis will be accompanied
by the Socuth African Ambassador and a note taker.

Mrs Chalker wishes teo sit in on the call. If the
Secretary of State agrees, Mr Fairweather and I will also
be present.
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COVERING SECEET

3. The Secretary of State has already seen the line we
have taken with the South Africans over the arrasts 1n

Paris last Friday {(flag H attached}.

‘P?H H Dalas
Southern African Department
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CONFIDENTIAL
CALL ON THE SECRETARY OF STATE BY THE SOUTH AFRICAN
MINISTER OF FINANCE: 0900 HOURS, TUESDAY, 25 AFRIL
POINTS TO MAEKE
- Pleased to have chance to speak to you after gap of
almost three years. Trust discussions yesterday with the

Frimae Minister were useful.

South Africa Internal

- Prospects for the general election next September? How

real is threat from right wing Conservative Party? Will

new Democratic Party mount a serious challenge?

- Welcome recent release of large numbers of detainees.
But concerned at restrictions impesed on many of those
releasad. We have called for detainees to be charged or

released unconditionally.

- Heed to move as fast as possible towards normalisation
of internal situation. Understand need to deal with
vielance. But press restrictions, indefinite continuance
of State of Emergency damaging to South Africa. Must
avoid criminalising peaceful cpposition.

Constitutional Reform

- Understand your perscnal commitment to reform.
Recognise difficulty of moves before elections. But very

important that there shculd be significant steps

thereatter.
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- Prime Minister and I have made considerable efforts to

stem pressure for further sanctions especially in the US

and EC. But this could become uncontainable 1f no
measures within reasonable period after new Government

takes office.

South African Economy

- Know that SAG is committed to economic reform:
reduction in government spending and deregulation of

much business activity.

- glearly in South Africa’s own interest Lo instigate
major change. Apartheid a dead weight pulling down the
Scuth African economy. We have shown in the UK how

geconomic liberalism can transform an aconomy .

- But in last analysis economic liberalism only possible
within framework of political liberties. This can only

mean abgolition of apartheid.

- commend your determination to continue servicing debt.
An essential ingredient of process of restoring
international confidence in South Africa.

- (If raised) Banks make thelr own judgement. HNot
directed by Government. But thelr decisions on debt
rescheduling and new loans are inevitably affected by

political climate in South Africa.

X14ADM/ 4
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UK Policy

- Areas wWhere we would like to see progress are:

- Steps to enabhle credible blacks to take part in
negotiations about South Bfrica's future. Unless
conditions are created in which moderate black leaders
such as Chief Buthelezi and Chief Minister Mabuza see
themselves in a peosition te enter into negotiations, they

will lose more ground to extremists.
_ Thi=s does not mean capitulating to revolutionaries.
The key word is negotiation and must include recognitlon

of the legitimate concerns of the whites.

- The release of Nelson Mandela and all other political

prisoners. This would do much to remove the difficulties
standing in the way of a dialogue between all political
groups in South Africa. Understand your concerns about
the reaction in South Africa to Mandela’s release. Bubt
consequences of his dying in prisen would be much more

serious.

- Lifting of the ban on political parties and groups

which represent the interests of large sections of the

black population.

- Rescinding the State of Emergency, which cannot be left

in place indefinitely.

- abolition of key pleces of apartheid legislation, such

as the Group Areas Act.

X14ADM/S
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Mandala

- As Prime Minister will have told you, we believe that

Mandela's release is in Scuth Africa‘s own interests.

— In our acsessment it would create a new and improved
alimate of bensfit to South Africa internally and in her

relations with the outside world.

_ 1% would also reinforce our jeolnt stand against

sanctions and other restrictive measures.

- And it would make it easier for us to play a helpful
role cver the preoblems facing South Africa in its
dealings with the banks over bearer bonds.

- Looked at realistiecally it would not on its own lead to

the dismantling of any sanctions.

- But if South African Government were to build an
Mandela's-release to launch a dialogue between all
political groups in snuth-ifrlca, we would then see what
could be_EpnP to meet Equth Africa’'s concerns on

sanctions [althnugh we would not q1ve advance assurances

affecting others).

- (Only if raised) Of course we would welcome the chance
of a first-hand account of Mandela’s views if that were
possible. But Sir Robin Renwick has replied to the
recent letter he received from Mandela, making clear that

our prime concern is to hear his views when he i=s free.

X14ADM/6
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Hamibia

- Ho doubt that SWAPO’s large scale incursion was the
root cause of problems in Namibia. & reckless and
foolish act. We have condemned it ferthrightly in

public.

- Priority must be to repair the damage as quickly and as
smoothly as possible. In all our interests for SAC To

demonstrate adherence to agreements, and to keep as low a

military profile as possible and to show restraint.

- Welcome agreement reached at Ruacana on a 60 hour
withdrawal of South African forces, allowing SWAFQ to
return in safety to Angola. We are urging all those with
influence te stress to SWAPO the importance of taking

advantage of this.
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CALL ON THE SECRETARY OF STATE BY THE SOUTH AFRICAN
MINISTER OF FINANCE: 0900 HRS, TUESDAY, 25 APRIL

REFEREHCES

Perscnality note on Barend du Flessis

Telegrams reporting Pik Botha's visit to the UK

Briefing letter from the P5 to PS5/Number 10 for
Mr du Plessis’ call on tha Prime Minister

Record of a meeting between the Secretary of State
and Mr du Plessis, 2% July 1986

Cape Town telno 88 of 23 February and 244 of 20 April
reporting Sir Robin Renwick’s meetings with
Mr du Plessis

Cape Town telno CTTER & and 239 reporting on the
South African eccnomy

Cape Town telno 248 reporting Citicorp reascheduling

agreamant

Speaking Note delivered by Mr Tomkys to South African
Ambassador on 24 April
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BACEGROUND

1. Mr du Plessis is regarded as being on the liberal
wing of the National Party. He was probably P W Botha's
favourite to succeed him as President. In the election
for leader of the National Party, held on 3 February,

Mr du Plessis was narrowly defeated by F W de Klerk, by
61 votes to 69 in the third ballot. The National Party
caucus has now rallied behind F W de Klerk as their new
leader. But Mr du Plessis will inevitably remain an
influential figure on the South African political scene.

2. Formally, Mr du Plessis is in London on a private
visit (he lunched with leading City figures on 24 April).
In reality, he is here at our invitation, as part of our
strategy of getting alongside future South African
political leaders. As part of this strategy, the Frime
Minister and Secretary of State met Fik Botha on

15 March. Mr du Plessis called on the Prime Minister at

4 pm on 24 April.

3. The Secretary of State last met Mr du Plessis on
29 July 1986. The record of the meeting is attached.
Sir Robin Renwick has called twice recently on

Mr du Plessls. He has reported that Mr du Plessis:

(a) is concerned at the economic conseguences of not

releasing Nelson Mandela;

(b} realises that South Afr.ca cannot prosper without

access to external capital:

(c) wants to see a new impetus being given to internal
change and hopes that after the elections it will be

possible to make progress in negotiations with black

X14ADM/9
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leaders (especially Buthelezi) but on the basis of power

sharing, not a transfer of power.

south Africa Internal

4. President Botha has announced that he will dissolve
Parliament at the end of May. Elections are likely to be
held in September. Thereafter, President Botha Wwill step
down and will almost certainly be replaced by

F W de EKlerk.

5. In the interim, relations between Mr de Klerk and
President Botha are likely to be uneasy. Electoral
considerations are likely to inhibit the political reform
process in the immediate future. put recent reformist
statements by Mr de Klerk mean that prospects for a
resumption after September look more encouraging.

6. The liberal cpposition FFP, Independent and Hational
Democratic Parties formally merged on 8 April to form a

new Democratic Party which will contest the next elections.

7. The major recent development on the human rights

front ie that, following a series of hunger strikes in
January and February, the Minister for Law and order
announced that he would review the case of every persan
datained under State of Emergency regulations. According

to press reports, some 750 pecple have since been

releasad from detentiEﬁ. We have been told,
unofficially, that about 93 people remain in detention.
However, many of those released have been subjected to
severe restrictions on their personal liberty. Six
activists who staged a sit-in in our Emabssy at Pretoria

on 29/30 March were protesting against such restrictions.
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Mandela

B. MNelsocn Mandela wrote to Sir Robin Renwick on

12 April, indicating that he would walcome a face to face
discussion. Sir Robin replied on 17 April, making clear
that we are primarily interested in hearing Mr Mandela’s
views when he is free. We are taking soundings of the
South African authorities about the possibility of a
meeting, should Mr Mandela reguest one. But we do not
want to be in the position of asking for a meeting, and
baing turned down by the S5AG.

gouth African Economy and Debt

§. Recent economic reporting from Post is attached. The
need for economic reforms in South Africa is now widely
recognised. Mr Du Plessis has been, together with the
covernor of the Reserve Bank, one of the leading advocates
of reform designed to remove many of the rigidities which
have led to the decline in performance and to encourage
competition and the best use of South Africa’s resources.
+he main elements of a strategy of reform, endorsed by
President Botha in 1988 and to some extent inspired by UK
experience, are deregulation (affecting all raclal groups).

a reduction in unproductive Government spending and

privatisation of state industries.

10. Though steering clear of key apartheid restriction
(not least the Group Areas Act, which iz a major impediment
to economic efficiency) the proposed reforms should
nevertheless have important political consequences. They

imply a reduction in government support for the

(overwhelmingly Afrikaner) bureaucracy and workforce in

state industries, and opening up of urban areas to
competition from black workers and businesses, and a
diversion of government spending towards black needs.

¥14ADM/11
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Perhaps for this reason actual progress with reform seems
to have been slow. Mr Du Plessis’s budget last month
provided a good example: 1t was a conventional
macro-economic package with little ebvious pregress in

diverting resources as plannad.

11. Despite the commitment to economic reform, the main
precccupation of economic policy at present appears to be
the management of demand in order to guarantee the large
current account surpluses reguired to continue servicing
sxternal debt for the next few years. The balance of

payments worsened sharply last Year as the economy expanded
fast enough to keep pace with population growth for the
first time s=ince the debt crisis of 1985: this led the
authorities te tighten monetary policy sharply over the
past twelve months. Growth has now slowed down (to perhaps
two per cent this year) and the current account is
improving. The authorities’ willingness to neeting debt
service obligations is not so far in doubt, though they can

be expected to drive a hard bargaln under the current
informal agreement with creditor banks, postponing the bulk
of principal repayments to them, comes up for renegotiatien
after the elections. The South Africans will no doubkt be
encouraged by their recent dealings with Citicorp (Cape
Town telno 248 attached).

Hamibia

12. A further meeting of the Joint Commission took place
in Ruacana in northern Namibia on 20 April. In addition to
the Angolan, Cuban and South African delegations, US and
soviet cbservers and UN and SWAPO officials were present in

the margins.
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11. Agreement was reached on a &0 hour period in which

South African forces would withdraw to bases, allowing
SWAPO to return across the Angolan border in safety. The
withdrawal of South African forces 1is due to sStart on
Wednesday, 26 April. The Angolans have undertaken to
provide the South Africans with the tape of a broadcast

which SWAPO will make to its forces inside Namibia, urging

them to return to Angola.
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DU PLESSIS, BAREND JACOBUS

Minister of Finance. MP for Flerida, Transvaal.

Born 1940 in Johannesburg. Obtained a BSc and trained as a
teacher at Potchefstroom. Taught science for one Year.
Wworked for the SABC (1962-¢8) and IBM (1968-74) including
training at IBM Graduate School of Banking, Princeton, USA.
1972 elected to Roodeport Town Council: Mayor 1974. Elected
MF for Florida 1974. Appointed Deputy Minister of Foreign
Affairs 1982: Minister of Education and Training in 1983:
led moves to remove discriminatory employment practices in

his Department. Appointed to current post in 1984,

on the board of various companies and involved with
different religious and cultural organisations. A fregquent
traveller abroad. Category I visitor in 1981.

ambitious, able and modern-minded. A rising star in the
National Party who has improved his competence as Finance
Minister, initiated privatisation and is tipped as an
eventual leader of his party. Came a very close second to

F W de Klerk in the party leadership election of

February 1989.

Wife Antoinette attractive and intelligent. FKeen on

hunting. Three sons, one daughter.
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1SS ISTANCE M PROTECTING THE RALILWARY BAND ME I ROAD ROUTES.

‘HE PRIME MINISTER SAID THAT THERE WERE PERSISTENT RESORTE THAT
:0UTH QERICA CONTINUED 7O SUBPPLY RENAMD. PIx BOTHA SAID THAT HE
-0ULD GIVE A CATEGORICAL ASSURANCE THAT SOUTH AFRICA WAS NOT

YROVIDING SUCH PSSISTENCE. THE PRIME MINISTER ASKED WHETHER HE
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PERSONAL FOR HEAD OF mMISSION FRUOM PRIVATE SECRETARY

MY FOUR IPTS (NOT TO ALLY: PIK BOTHA®S VISITH
OTHER REGIDNAL ISBUES

1. THE MATERIAL IN THIS TELEGRAM 15 SENSITIVE AND 1E FOR vﬁuﬂ
BACKGEROUND INFORMATION ONLY.

MOoRSHALL AID PLAN

5.  PpIK BOTHAR BAVE THE PRIME MINISTER ArD BECRETARY DF BTATE
COPIES OF HIS PROPDSAL FOR A DEVELOBMENT PROGRAMME FDR SOUTHERN
AERICA. HE TOLD THE SECRETARY OF STATE THAT THE EOUTH RFRICAN
CARINET HAD ENDORSED A KEY SENTENCE 1} THE DDCUMENT ABOUT SOUTH
pFRICAN EFFORTS QUOTE TO EVOLVE A DOMESTILC. EOCIAL AMD BFOLITICAL
ORDER BROADLY ACCERTABLE TD ALL BOUTH AFRICANS UNBUDTE.

SOUTHERN AFRICA WAS DEFINED AS SOUTH AERICA. ZIMBOEWE. MALAWI.
MOTAMBIQUE. NAMIRIA AND THE ELS. NO WIDER (RNGOLR AND Z8MBIA
WERS pEAD CABES: IAMEIR HaDh EEEWM RAPED OF ITS MAOTURAL RESDOURCES
AND WAS FINISHED). SDUTH AFRICA HARD THE KNOWLEDGE AND THE
INFRA-STRUCTURE TO DEVELDP THE REGION. BUT HE WS SAYINE TO
EUROPE: WE NEELD YDUR MONEY. THE GOVERMMENTS OF THE OTHER
COUNTRIES COMCERMED MERE POEITIVE. EVEN MUGABE WOULD SAY YES
EVENTURLLY IF THE PROJECT WRS PRESENTED WELL PUEBLICLY.

. THE SECRETRRY OF BTRTE Ea1ID THAT WE WOLLD ETUDY THE EBOUTH
BFRICAN DOCUMENT. THERE WAS A CLEAR RELATIONSHIP BETWEEN
PROGRESS TOWARDS POLITICAL SETTLEMENTS BND ECONDOMIC COOPERAT IOM.
THERE WAS NO POINT IN POURING InN MOMEY 1F THERE WRS
DESTRAEBILISART IOM. MOZAMBICWE WAE A CASE IN POINT. PI1X RAND HE
HED DISCUSSED CA-HDRA BASSA IN DECEMBEHN 19835 BUT THE PROJECT WAS
STILL FALTERING BECAUSE OF THE WRR IN MOZEMEIDUE. THE WORLD
NEEDED CONFIDENCE IN THE UNRUALIFIED NOTURE OF SOUTH AFRICAM
pOLICY AND AN ASSURANCE THAT THERE WRS NO BACKETAGE SUPPORT FOR
RENAMO.

4. THE SECRETARY OF STARTE ADDED THET HE WAS INSTINCTIVELY WARY
OF CONCEPTS SUCH AS A MARSHALL pLon. THEY COULD BE SEEN AE A
SUBSTITUTE FOR POLITICAL PROGRESS. HE WAS NOT DISMISSING THE
1LER. BUT THERE WAS MORE THaN DME WAY OF ACHIEVING THE DBESIRED
AIM. COOPERATION WAS ALREADY HAPPENING. WE HAD GIVEN MORE THAN
DHE BILLIONMN POUNDS TO SADCC 1IN THE PAST FIVE YERRS BND WERE ALSD
HELPING THE FLS. THE EURDPERANS. CANADIANS AND OTHERS WERE
EIMILARLY WORKING AT RSPECTS OF THE PROBLEM. THE MORE SUCH
EFFORTS WERE CONCERTED. THE BETTER. BUT WHAT THE WORLD KWANTED
WAS THE PROSPECT OF POLITICAL STRAEILITY RAND ECONOMIC PROGRESS.

MOZAMBIGQUE
=. PIK BOTHA TOLD THE PRIME MINISTER THAT HE SAW MOIAMBIRQUE AS

THE NEXT PRIDRITY FOR SOUTH AFRICE. HIS AIM WAS TO ORGANISE A
CONFERENCE INVOLVING ZIMBABWE. MALAWI AND SOUTH AFRICA TO
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RESOLWVE THE FRELIMO/RENAMO PROBLEM RND EBERING PERCE. THERE WERE
INDICATIONS THAT PRESIDENT MUGREE MIGHT BE PREPARRED TOD TALX TO
THE SDUTH AFRICANS AEDUT mDZameIQUE IF ASKED TO DO BO BY
CHISSAMO. MEANWMILE SOUTH AFRICA WAS PROVIDING ECONCMIC HELP TO
MOZEMBIGUE RS WELL AS BSSISTAMCE IN PROTECTIMG THE RRILWARY AND
MEIN RORD ROUTES.

E. THE PRIME MINISTER SAID THRT THERE WERE PEREISTENT REPORTS
THET SOUTH AFRICE CONTINUED TO SUPPLY RENARRD. PIK BOTHA SRID
THAT HE COULD GIVE & CRTEGORICAL ASSURANCE THAT SOUTH AFRICA WRS
NOT PROVIDING GBUCH ASSISTAMNCE. THE PRIME MINISTER RSKED WHETHER
HE WAS REALLY CONFIDENT DF THIS. MIBHT THERE NOT BE SOME GROUPS
AMONG THE MILITARY DR EVEN PRIVATE INDIVIDUALS WHD WERE HELPLRGT
PIK BOTHA SAID THET HE COULD NOT ARERSOLUTELY RULE THIS OuT. BT
ALL THE BLLEGATIONS WHICH HE HAD INVESTIGRTED 30 FAR HAD PROVED
FALSE. HE WOULD REFORT THE PRIME MINISTER'™S CONCERNM TOD THE
SOUTH AFRICAN CARINET. HE COULD ASBURE MER THAT SOUTH RFRICA
HANTED TO SEE THE WAR STOPPED. WITH BSSISTANMCE FROM THE UNITED
KINGDOM AND THE UNITED STRTES HE BELIEVED THAT SOMETHING
DREMETIC COULD BE ACHIEVED IM THE MEXT FEW MONTHE.

T THE PRIME MINISTER SSHED ABOUT PRESIDENT CHISSANO'E HERLTH.
PIK BOTHA SAID THAT HE HAD ASKED CHISSAND STRAIGHT DUT RECENTLY
HWHETHER IT WRAS TRUE HE HALD CANCER. CHE1SSaMD HAD REPLIED THAT HE
HOoD BEEN ASSURED THERE MAS WO MEL I ENAMCY.

a. BOTHA MADE A NUMEBESR OF ADDITIONAL POINTS TO THE SECRETARY OF
ETRTE:=

Iy MUGEEE WB5 CURRENTLY MUCH MDRE REALISTILC, HE HaD BRID THAT
HE WOULD BE WILLIMG TOD OPEM £ DIALOBUE WITH SDUTH BFRICA AMD
RENAMO PROVIDED HE WAS RASKED TO DD SO IN WRITING BY PRESICENT
CHISSAMNO. BOTHA HIMSELE FELT THAT OMLY JDIN RCTIDN DN REMAMO
WOLILD BE EFFECTIVE- HENCE THE PROEDSAL FOR A JOINT CONFERENCE
INVOLVING SOUTH AFRICA. ZIMERBWE. mMOZAMEIGUE AND MALAKI. ONCE
CHISSANO HAD WRITTEWM TOD MUGREE THE FIRST JOINT MEETING COULD
TAKE PLACE SO00OM THEREOFTER. BOTHA HOPED THAT IT WOULD BE A
PUBLICISED MEETINWG RATHER THANM SECHET:

11) THE 1DEFR OF THE COMFEREMCE HWOULD HE TD ARGREE UON SETERS TO
END THE WAR. PIK HAD INVITED THE UNITED STRTES TO PLAY A
COMSTRUCTIVE ROLE. ANMD THE AMERICANES AND RUSSIAMNS MIGHT BE
HOVERINE IN THE BRACKGROUMND:

1113 IN PIK'S VIEW. ZIMEARBWE WANTED TO BET pDuT OF mOIAamEIRUE.
THEIR PRESENCE WARS VERY EXPENSIVE AND THE IIMEREWEANS FELT THE
AEYSE BEMEATH THEIR FEETH

IV RENEMO SHOULD ROT EBE UNDERESTIMATED. PRESIDENMT EOTHR HAD
DESCRIBED THEM AS & HARMNDFUL OF FLIES EUT THEY WERE MORE THAN
THAET (THE SOUTH AFRICAN ESTIMATE WAS THAT RENAMO STRENGTH WAS
ABOUT 25.000). PIK REPEATED HIS ASSURANCE TO THE PRIME
MINISTER THAT THERE WAS NO EAG SUPPORT FOR REMEMO. HE THEN
RBDDED THAT PERHAPS CERTAIN ELEMENTS. WHOM HE WAS TRYING TD
IDENTIFY, WERE SUPPORTING THEM:

Wi PIK GAVE AN RCCOUNT OF THE GERMAN BHIP INCIDEMNT. HE S5AID
THAT OME OF THE BOUTH BFRICAN INTELLIGENCE EERVICES HAD ACTED
WITHOUT BUTHDRITY TO HELP OUT THE GERMAN INTELLIGENCE SERVICE BY
GENDING AN AIRCRAFT FROM SOUTH AFRICA TO PICK UP THE CRPTAIN AKD
CREI AMD FLY THEM TO DLURERN:

Jvil PIK BOTHA WAS ENCOURAGED BY THE POSITIVE MOZIAMEICAN
REGPONSE TO SOUTH AFRICAN PROPOSALS FOR JOINT ACTION WITH
FRELIMO TO SECURE THE RAIL AND ROARD ROUTES FROM BOUTH RFRICA TO
MmSPUTO PDRT. g0UTH BERICA WARS VERY KEEN TO PRESS RAHERD

WITH THIS. SUCCESS COULD EE ACHIEVED EVEN WITHOUT A

POLITICEL SETTLEMENT 1IN mOZAMBIDUE. CHISSANO HAD FOR THE FIRST
TIME RGREED TO JOIMNT SECURITY CONTROL DF THE RAILWAY LINE.
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_. =*THE SECRETARY OF STATE SAID THAT IT WAS ESSENTIAL THAT SOUTH
AFRICAN SPECIAL FORCES SHOULD NOT ATTEMPT TO MOUNT RAIDS INTO
ZIMBAEBWE TO LIEERATE MEMBEERS WELD IN ZIMBABWEAN PRISONS. TO DO
§0 WOULD REALLY UPSET THE APPLE CART. PIK BOTHA REPLIED THAT IF
THOSE CONCERNED WERE SENTENCED TO DEATH THIS WOULD TRIGGER A
DESPERATE SITWARTION. SOUTH AFRICA MIGHT HAVE NO RLTERMATIVE BUT
TO ACT. 1IN ORDER TO AVOID RUINING REGIONAL CODPERATION, HE WAS
TRYING TO PUT TOGETHER R DEAL IN WHICH IEBRAHIM (THE SENIOR ANL
CADRE RECENTLY SENTENCED IN SCOUTH AFRICA) AND ONE OR TWO OF
THOSE SENTENCED AT THE RIVONIS THIAL MIGHT BE EX¥CHANGED FOR
SOUTH AFRICAN PRISONERS HELD IN ZIMBAEBWE (COMMENT: THIS DOES NOT
EEEM VERY RERLISTIC: IIMBAEBWE HAS REJECTED SUCH DERLS IN THE
PAST, AND THE RIVONIA TRIAL WAS IN 1964},

BOTSWEMNA

10, PIK BOTHA REITERATED SCUTH RFRICAN COMPLAINTS REDUT THE
FROBLEMS DOF DERLING WITH BOTSHFAMNA. HE HBLD NOTHING ARGRINST

DR CHIEPE (QUOTE WHOM I CALL MA UNCUGTE). BUT THE BOTSHANA
POLICE. CUSTOMS AND SOLDIERS AT ROSD-BLOCKS WERE FACILITATINE OR
TURNING A ELIND-EYE TO ANC INFILTRATION INTO SOUTH AFRICA. HE
ACCEPTED THAT THE BOTSWANA GOVERNMENT COULD NOT CONTROL ALL
INFILTRATION, EUT THEY MUST MOT ASSIST IT. HE HAD ALSO PLERDED
IN VAIN WITH THE EATSWANRE TO ALLOW A RESIDENT SOUTH AFRILAN
REPREEENTATIVE S0 AS TD ENAELE URGENT MESBRGEES TO BE PASSEJ.
THEREERY AVOIDING CLASHES. BOTSWANG WAS THE ONLY NEIGHEOUR TU
REFUEBE BUCH AN ARRANGEMENT.

MISCELLANY
11. PIK CONCLUDED WITH A TRAGI-COMIC LITANY OF COMPLAINTS REOUT
H1S PROBLEMS AS FOREIGN MINISTER IN DEALING W1TH THE LERDERS oF

THE EMALLER NEIGHBOURE. HE HAD HAD TO USE SECRET FUNDES TO PRY
OFE PRESIDENT MASIRE'S ACCUMULATED DEETE FOR PURCHRSES OF
FERTILISER. IN SWRZILAND. HE HAD HAD TO DISSURDE THE YOUME KIMG
FROM BUYING EXPENSIVE CORS WHICH COULD NODT EE SERVICED LOCELLY:
BND FROM PAYING SINISTER CHINAMEN OVER THE goDbS FOR UMNNECESSARY
AND EXTRAVAGANT BLUILDINGS. HE HED ALsED HAD TO DEAL WITH THE
KINE*S ELDER BROTHER WHO HAD WANTELD TO MURDER HIS EIBLING. BND
WITH THE PROBLEM DF THE RIVAL BUEENM MDOTHERS. In LESODTHO. HE HAD
HAD TO STRGE-MANAGE THE RETURN FRDOM EXILE OF THE ERSOTRD
CONGRESS PAOARTY AMND TD DEFUSE TEMEIONS BETWEEMN GEMERAL LERKHANYA
END THE KING AND THE LETSIE BROTHERS RND THE KING. AT 4 D"CLOCH
OME FMORMING HE HAD HAD TO DISSUADE CHIEF BUTHELEZ1 FROm SEMDIME
HIS IMPIS TO INVADE SWAZILAND TO AVENGE YARIOUS HISTORIC SLIGHTE
AMD THE TREATMENT DF BUTHELEZI'™S SISTER iMAaREIED TDO PRIMNCE
BHEKIMPIY., AND S0 DnN. BUCH ISSUES TOOK UPF TWO-THIRDE DF HIS
TIimE. THE SECRETARY OF STATE WAS LUCKY OMLY TO HRAVE TO DERAL
HWITH EURCPEANE.
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1. THE MATERIAL IN THIS TELEGRA™ IS SENSITIVE AND FOR YOUR
BACKGROUMND IMFORMOTION CRLY.

. pls BEOTHA TOLD THE PRIME MIMISTER AND THE SECRETARY OF STRATE
THET THE POLITICAL SITURTION IN SOUTH AFRICA WAS COMBLEX AND
DELICATE. PRESIDENT BOTHA HAD BESNK DEEPLY HURT BY ThHE
1MPRESSION THAT HE WAS BEING RUMN OUT OF OFFICE. HE WANTED TC
CONTINUE UNTIL THE NEXT ELECTION AND LEAVE WITH DIGNITY. A
DELEGATION OF SENICS CAEBINET MINISTERS WOULD TALK TO HIM BEENTLY
AMD SE= IF HE COULD BEE PEREUADED TO GIVE UP OFFICE. EUT UNLESS
a COMPROMISE COULD EE FOUND HE COULD STAY AS PRESIDENT FOR UB TO
A YE&R STILL. HE HAD OLWAYS ADVIESED THE NATIDONAL PARTY CALCUS
THAT P W WOULD BE MORE DIFFICULT TO DIELGDGE THAN THEY THOUGST.
IF HE COULD NOT BE PEARSUADED TD GDO. A PACT FOR CO-EXISTENCE
WOULD HAVE TO BE REBCHED. WHATEVER HAPPENED. 1T WOULD BE

DE K_ERX AND THE NATIONAL PRARTY WHD WROTE THE PLATFORM FOR THE
MEXT ELECTION.

3. THE PRIME MINISTER SAID THAT SHE HAD CONSISTENTLY DOPPDSELD
SANCTIONS AGAINST SOUTH AFRICA BECAUSE THEY WOULD ONLY HARM THE
INTERESTS OF BLACK PEOPLE. WITHOUT ACHIEVING THE POLITICAL
PROGRESS WE WANTED TO SEE. SHE HAD ALWAYS EEEN READY TO GIVS
FULL CREDIT FOR THE REFDAMS WHICH HAD BEEN UNDERTAKEN EY THE
SOUTH AFRICAN GOVERNMENT. BUT MORE RECENTLY THE PACE OF REFOARM
HAD SLACKENED. THE CRUCIAL STEP, WHICH MUST EE FACED. WAS THE
RELEASE OF MANDELA. GBHE UNDERSTOOD THE SOUTH AFRIUAN
BOVERNMENT®S CONCERN THAT HIS RELEASE COULD LEAD TO ReNEWED
VIOLENCE. CERTAINLY IT WOULD HAVE TO BE CAREFULLY MANAGED. BUT
THE DOWN-SIDE RISK OF NDT RELEASING HIM WAS ENORMDUS. MAMDELA
HAD BECOME A KIND OF TOUCHSTONE FOR THE WEST. HIS RELEARSE WOULD
NOT ON ITS DWN BE SUFFICIENT TO CHANGE ATTITUDES TOWRRDS EDUTH
OFRICA. THERS WOULD ALSO HAVE TO BE WIDER NEBOTIATIONS BETWEEN
REPRESENTATIVES OF ALL RACIAL GROUPS ABOUT THE FOLITICAL FUTURE.
EUT NO BLACK SOUTH RAFRICAN LERDER WOULD BE WILLING TO TALHK WHILE
MONDELA REMAINED IN PRISOM. MERNWHILE, PRESSURE FOR MORE
SANCTIONS WOULD GROW. PARTICULARLY IN THE UNITED STATES, RAND
HOULD BECOME HARDER TO RESIST. HER DWN OPPOSITION TO SANCTIDNS
WOULD BECOME MORE DIFFICULT TO MARINTAIN UNLESS SHE COULD SHOW
THAT IT WAS A BETTER WAY OF ACHIEVING PROGRESS IN S50UTH AFRICA.
4, PIK BOTHS SAID THAT HE PERSONALLY AGREED TOTALLY WITH THE
PRIME MINISTER'S VIEWS ON MANDELA. THERE WERE HESITATIONS IN
THE SOUTH ASRICAN CABINET. PEDPLE FELT THAT THEY HAD GOT THE
SECURITY SITUATIDON UNDER COWNTROL AND WERE RELUCTANT TO PUT IT
JEOPARDY AGAIN. EUT HE BELIEVED THAT MANDELA'S RELEASE WOULD
AMD MUST COME. MOST SOUTH AFRICAN POLITICAL LEADERS MNOW
REALISED THAT THEY HAD TO LDOX DE NOWVD AT THE GROUP AREARS ACT.
THE SEPARATE AMENITIES ACT AND THE POPULATION REGISTRATION ACT
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IN ORDER TO REMOVE ALL RACIAL DISCRIMINATION. WHILE PREVENTING
THE INUNDATION OF THE URBAN AREAS BY A TIDAL WAVE COF
IMMIGRATION. AT THE SAM:S TIME THERE WAS A DESPERRTE NEED FUR
OUTSIDE FINANCIAL HELP. HE HAD DROWN UP SOME IDERS OF HIS OWN
FOR A CEVELDPMENT PROGRAMME FOR SOUTHERN AFRICA., HE GRAVE THE
PRIME MINISTER AND THE SECRETARY OF ETATE A PAPER ON THIS (THE
MARSHALL PLANY., RS THE LAST VESTIGES OF APARTHEID WERE
ELIMINATED., THERE WAS A NEED FOR ECONDMIC HELP NOT JUST FOR
SOUTH AFRICE BUT FOR SOUTHERN BFRICA AS A WHOLE.

5. THE PRIME MINISTER WELCOMED PIK EDTHA®S COMMENTS. BUT ONE
HAD TO RETURN TIME AND AGOIN TO ONE CENTRAL PDINT:2 IMPROVING THE
ECONOMIC CONDITIONS OF BLACK SOUTH AFRICANS WAS NOT ON ITS OWh
ENDUGSH. OF COURSE IT WAS NECESSARY AND WE WERE CONTRIBUTING TO
IT IN A MAJOR WAY. BUT AS THEIR ECONODMIC SITURTION IMPROVED S0
THE RESENTMENT OF BLACK BOUTH RFRICANS AT THE ABSENCE OF ANY
ROLE FOR THEM IN GOVERNMENT AnD POLITICAL LIFE WOULD INCREARSE.
THERE HAD TO BE NKEGOTIATIONS BETWEEN THE GOVERNMENT RND
REPRESENTATIVES OF BLACK SOUTH AFRICAMS. SHE WONDERED TO WHAT
EXTENT THE SOUTH AFRICAN GOVERNMMENT HAD THOUGBHT THIS THROUEH,
BOTH IN TERMS OF PROCEDURES FOS MEGOTIATION AND THE END POINT
HHICH THEY WISHED TO REACH. PI¥ BOTHA EBRID THAT THE S0OUTH
AFRICAN GOVERNMENT'S OEBJECTIVE COULD BE SuUmmzD UP IN A FEW
SIMPLE WORDS: A SOCIAL. ECOMOMIC AND POLITICAL ORDER. BRODADLY
ACCEPTABLE TO ALL SOUTH ASRICANS. THE PRIME MINISTER ABKED WHAT
THIS MEANT IN PROCTICE? 1T MWEEDED TO BE SPELLD DUT IM DETAIL.
PIK BOTHA SAID THAT NO SOLUTION IN SOUTH AFRICA HAD ANY CHANCE
DF BEING VIAELE UNLESE IT WAS BASED DN THE REALITY OF EDUTH
AFRICA. THE FUTURE LAY IN ALLDOWING NATURAL GROUPE TO RUN THEIR
DWN AEEAIAS — THE ZULUE IN NATAL. THE X¥HDSA IN OTHER AREAS.
MIXED COMMUNITIES IN SOME PARTS OF THE COUNTRY - COMING TOGETHER
TO GOVERN SOUTH AFRICA JDIMTLY. THIS WAS THE THINKING BEHIMD
TALKS OF A GREAT INDAEA.

E. WITH THE BECRETARY OF STATE. PIK BOTHA ARGUED THAT
INTERMATIONOL PRESSURE FOR SAKNCTIONS HAD DIMINISHED AND WAE MOST
UNLIKELY TO RETURN. THE SECRETARY OF STATE WARNED THAT IT WOULD
BE MOST UNKISE TO IGMORE THEIR RESURRECTION POTENTIAL. APART
FROM THE COMMONWERLTH CDMMITTEE OF FOREIGN MINISTERS AND THE US
CONGRESS., THE NEW US RDMINISTRATION WAS RE-ASBESSING POLICY ArND
THERE WERE REGULAR STIRRINGE DN THE SANCTIONS FRONT WITHIN THE
THELVE. WHERE RFERT FROM LIS ONLY THE PORTUGLUESE WERE SOLID. HE
WERE CONSTANTLY HAVING TO RE-FIGHT THE SANCTIONS ARGUMENT AND
OMLY THE TIP OF THE ICEBERG EMERGED AEOVE THE SURFACE. IT WOULD
oMLY TRKE. FOR EXAMPLE, A CHECK IM THE NRMIBIAM IMDEPENDERNCE
PROCESS OR USE OF THE NEW FOREIGN FUNDING BILL TO OGESTRUCT
BENEVOLENT BID PROGRAMMES FOR BLACK SOUTH AFRICANS TO REVIVE
EAMNCTIONS PRESSURE IM A BIG WAY.

7. OTHER INTERMAL ISSUES RAISED BY THE BECRETRRY DF ETRATE WERE
AE FOLLOWE:

A} THE BECRETARY OF STATE RSKED RBOUT THE BRG®S REACTION TO THE
LAW COMMISSION'S REPDRT. DFA GFFICIALS POINTED OUT THAT IT WAS
IN EFFECT A GREEN PAPER INTENDED TO STIMULATE DEEATE RATHER THARN
A DOCUMENT FOR EARLY DECISIONS. (PIHK RPRPERRED TO RELISH THE
EMEARRASSHMENT IT WAS LIKELY TO CRAUSE SOME OF HIS MINISTERIAL
COLLEAGLUES. ) 1

B} THE SECRETARY OF STATE SAID THAT HE HAD BEEN ENCDURAGED BY
DE KLERK'S PUBLIC STATEMENTS SINCE HIS ELECTION AS NATIONAL
PARTY LEADER. INCLUDING HIS CALL FOR DISCUSSIONS WITH ELACK
LEADERS. WE WELCOMED SOME RECENT DECISIONS EUCH RS THE
COMMUTATION OF MORE DEATH SENTENCES. DROPPING OF THE GROUP ARERS
ENFORCEMENT EBILL, AND THE RELEASE OF Z5C DETAINEES (BUT IT WAS
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» Sl TOD REVIEW BLL REMAINING CRSES). HE HOPED THAT THIS TREND
WOULD CONTINUE-. IR ROEIN RENMWICH BOINTED OUT THART SOME
DETAINESS HAD BEEN IM DETENTION FOR THWO aND A HALF YEARS: THEY
SHOULD BE RELEASED OR CHARGED. PRlx TOOK THE BO0INT BUT SARID THAT
THERE WERE PROBLEMS WITH THE SECURITY POLICES iN SuCH CASES, HE
WES ARCUING FOR RELEASE UNDER RESTRICTIONS RS 0 HALF WAy HOUSE
HE ANYWaY BELIEVED THAT THE SERSDON FOR WICLEMCE WAE DOVERI

C) THE SECRETARY OF STATE SAID THAT WE COULD mOT SUPPORT THE
CONTINUED IMPOSITION DF RESTRICTIONS SUCH As THE STRATE 0OF
EMERGENCY AND CENSORSHIP. THE SUSPENSION OF NEWSPAPERS AND
PERIODICALS HAD & DISPROPDATIONATE.Y EAD EEFECT OM THE DUTSIDE
WORLD. WE WELCOMED THE CHARGES THE SRb HAeD ACCEPTED. TO THE
DISCLOSURE OF FOREIGHW FUNDING EBi-lL. BUT THEY ROULD Do WELL T4
ENSURE THAT IT WAE OPERATED BENESITIVELY. Pl SAID THRT ThHE SRG
HOULD MOT BEHAVE FOOLISHLY. EROVIDED FUNDS WEFZ WNOT INTENDED
FCR TERRORISTS OR 70 INTERFERE DIRECTLY IN THE POLITICAL PROCESS
THEY WOULD NDT BE STUPPED. ELUT WE SHOULD sOT Be SLURPRIS=DE IF
DISCLOSURE REVEALEDR THE FARCT THAT THE CHURCHES HAD BEEN STEALING
FUNDS (BY WHICH HE EVIDENTLY MEANT LUSING THEm FOR PURPOGES FOR
WHICH THEY WERE NOT INTENDED) #

0y THE SECRETARY OF STATE RALSED THE DELMAS TREASDON TRIAL. IT
WAS IMPORTANT TO AYOID GIVING THE IMPRESSION THAT THE BRE WERE
CRIMINALISING LEGITIMATE CPPOSITION. PIK POINTED OUT THRT THE
DELMAE CASE HAD GONE TO APPFEAL. HE ARGUED THET THE JUDGE HAD
BECSN OUODTED OUT OF CONTEXT. EIR ROBIN RENWICH 5alb THAT THE
JUDGE HAD MRDZ £ VERY pOOs IMPRESSION AND HAD NOT.

UNFORTUNATELY. BEEN QUDTED OUT OF CONMTEXT:

EY THE SECRETRRY OF BETRTE BSKED WHETHER THE caG INTEMDED TO
REPCA. THE EEPARATE AMENITIES ACT. OUR IMPRESSION FROM WHART HAD
BEEN HERPENING IN CPR CONTROLLED TOWNS sUCH AS BOXKSEURG AND
CARLTONVILLE WAS THAT ITS ENFORCEMENT HRAD DEMONSTATED THAT
THERE WAS NGO GOING BRCH TO OLD STYLE AEARTHEID. FiX SAID THAT
THE 5A6 WERE UNDECIDED BE BETWEEM FEREALING THE ACT OR LEAVING
1T TO LOCAL CHOICES HE WAS NKGCT SURE THAT BOWSEURG AkD
CamRLTONVILLE RAD YET BIGMNIFICANMTLY HELPED THE MATIDNAL PERTY.
THE REAL PAIN WOULD ONLY COME Ik A vEAR'S TIME WHEN THE CF
MUNICIPALITIES CRAME T4 CDOLLEET TRXESE

F) THE SECRETARY OF BTATE RAISED THE INDABA. PIK SAID THAT THE
SOAGT™S COMPLAINT WRS THAT IT HAD NOT EEEN REPRESENTATIVE QF ALL
THE PRATIES. NOR COULD THEY APPROVE A BRRANGEMENT bWHICH
OFFERED A SOLUTION TO ONLY PRART OF E0UTH AFRICA NOT OM THE WHOLE.
THE BECRETARY DOF ETATE SUGGESTED THAET IT WAS R MISTRWE TO INSIST
oM UMIFORM SO_UTIONS. NOT ALLOWIME FOR DIVERSITY AND VaSTATION:
850 WHY NOT GIVE THE INDAER A ~RY AND EEE HOW IT WORKED? PIK
EAID THAT THE SAGE HAD NEVER FORmMALLY REJECTED THE IKDARBA. BUT
THERE HWERE DANGERT IM CEPEARING TO BEHRAVE RS IF THERE WERE OMLY
ONE. ThO DR THR=E PARTIES IM S0UTH AFRICA. THE SaAE COULD ND
MORE AFFORD TO DERL OMNLY WITH INKATHA THAN WITH THE ANC OR PALC.
PIK HWANTED A CONSTITUTION FOR THE WHOLE OF SOUTH AFRICA. SIR
ROBIM RENWICK POINTED OuT THET THE IKDAER PROPOSALS WERE FOR A
EOLUTION TO THE PROBLEMS OF OME REGIDN. AND DID NOT PURPORT TOD
BE MNATIOMALE

B) THERE WRAS S0ME DISCUSSION DF HOW THE QUOTE INDEPENDENT
UNGUOTE HOMELANDS MIGHT BE INCORPORATED INTO & FUTURE
CONSTITUTIONAL STAUCTURE FOR SOUTH AFRICA. PIK ARGUED THAT
ETHNICITY WRAS STILL VERY GETROMNG. THE EVENTUAL SOLUTION MIGHT BE
PARTLY CONFEDERAL AND PARTLY FEDERAL. WITH BOTSWANA. LESOTHDO,
SWAZILAND AS WELL AS THE INDEPENDENT HOMELANDS FORMING PART OF
THE UNITED STATES OF SOUTHERN AFRICAH. HE KNEW DF ELEMENTS IN
THE ELS WHO WERE WORRIED THAT THE DISAPPEARANCE OF APARTHELD i
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MY Two IPTS (NOT TO ALLY: PIK BOTHA'S WIS-T: NPT

Y. THE SECRETARY OF STATE TOLOD EOTHA THAT IT WAS VERY IMPORTANT
THAT SOUTH AFRICA SHOULD ACCEDE To THE NPT. GOTHERWISE THERE WAS
A REAL RISK THAT SOUTH AFRICA WouLD BE EXPELLED FROM THE IAEA.
WE WOULD BE WILLING TO ORGANISE ANOTHER QUADRILATERAL MEETING.
2, BOTHA SAID THAT HE HAD NOT FOCUSED ON THIS [SSUE SINCE LASI
YEAR. THERE HAD BEEN CTHER. HIGHER PRICRITIES. THE HAIN
OBSTACLE WAS US LEGISLATION. IF S0UTH AFRICA SIGNED THE HPT,
THE - AMERICANS WOULD NOT BE ABLE TC COMPLY WITH THEIR
OBLIGATIONS., SIR ROBIN RENWICK URGED THAT THE MATTER SHOULD NOT
BE LET DRIFT UNTIL THE IAEA GENERAL COMFERENCE. IT WOULD BE
DIFFICULT TO ADVANCE WITHOUT SOUTH AFRICAN SIGNATURE. THE SAG
SHOULD SIGN AND THEN SEE IF THE AMERICANS COULD AMENU THEIR
LEGISLATION.

%. PIK SAID THAT HE HaD HOPED THAT PRESSURE WwouLD HAVE COQLED
WITH THE MORE RELAXED ATMOSPHERE IN SOUTHERN AFRICA. 1T WOQULD
NOT BE CATASTROFPHIC IF SOUTH AFRICA WERE EXPELLED.

IR ROBIN RENWICK SAID THAT WE WERE OFPDSED T0 FURTHER 50UTH
AFRICAN ISOLATION. SOUTH AFRICAN EXPULSION WOULD ALSO BE BAD

FOR THE TAEA.
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AND TO IMMERIATE UKHMIS MEW YORK

INFO IMMEDIATE PRETORIA, WASHINGTON, MOSCOW, HARARE, LUANDA
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INEO PRIORITY GABOROME,. MNAIROBI, LUSAKA, ADDIS ABABA, OTTAWA
INFO PRIORITY CANBERRA, EC POSTS

FROM PRIVATE SECRETARY
MIPT: PIK BOTHA'S VISIT: ANGOLATHAMIBIA

1. THE PRIME MINISTER EMPHASISED 70 PIX BOTHA THE GREAT
1MPORTANCE OF THE NAMIBIA SETTLEMENT. IT MUST BE STRICTLY
OBSERVED BY ALL THE PARTIES TQ IT.

2. PIK BOTHA ToLD THE PRIME MINISTER AMD SECRETARY OF STATE THAT
HE WAS CAUTIOUS ABOUT MAKING PREDICTIONS AFTER SOUTH AFRICA HAD
GOT THE RHODESIA ELECTIONS IN 1980 50 BADLY WRONG. HE THOUGHT
THAT SWAPD WOULD GET OVER sg PER CEMT BUT DOUBTED 1T WOULD REACH
TWO-THIRDS OF THE VOTE. SWAPO WAS TRYING TO EXTEND ITS CONTACTS
WITH SOUTH AFRICA. NUJOMA HAD RECENTLY MET THE SOUTH AFRICAN
AMBALSSADOR IN BONN AND HAD ALSD BEEN PRESENT AT A MEETING WITH
PRESIDENT KUANDA AND A SENIOR SOUTH AFRICAN DFFICIAL LAST WEEK.
3. PIK BOTHA COMPLAINED TO BOTH THE PRIME MINISTER AND
SECRETARY OF STATE THAT THE UNITED NATIONS SECRETARY GENERAL HADR
RECENTLY ISSUED A CIRCULAR ASKING FOR FURTHER FUNDS FOR. THE
NAMIBIA INSTITUTE AND THE COUNCIL OF RAMIEBIA. THESE FUNDE WERE
EXCLUSIVELY FOR THE BENEFIT DF SwaPg. IT WAS FLATLY CONTRARY T0
THE TERMS OF THE AGREEMENT FOR THE UNITED NATIONS TOD CONTINUE TO
SHOW PARTIALITY FOR OME PARTY. UNLESS THE COLLECTION DF SUCH
FUNDS WAS STOPPED PROMPTLY. SOUTH AFRICA MIGHT HAVE TO CALL A
TEMPORARY HALT TO THE PROCESS OF TMPLEMENTING THE HAMIBIA
AGREEMENT.

L, THE SECRETARY COF STATE TOLD BOTHA, THAT 1T WAS VERY
IMPORTANT THAT SOUTH AFRICA SHOULD NOT BE TEMPTED INTO DELAYING
OR DE-RAILING THE TIMETAELE FOR IMPLEMENTATION OF THE UM PLAN.
TO 00 SO WOULD HAVE VERY SERIOUS CONSEQUENCES IN TERMS OF
RENEWED SANCTIONS PRESSURE. CONVERSELY, PROVIDED THE UN PLAN
KEPT STEADILY ON TRACK THIS WOoULD BOLSTER OUR CASE AGAINST
FURTHER SANCTIONS. SUCCESS OVER THE FIRST SIX MONTHS WOouLD BE &
GREAT HELP AT CHOGM. WE FOR OUR PART WOULD ALSO BE PUTTING

PAGE 1
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ACEOSS T0 THE AERICANS AND TO SWAFD THE BALANCED MESSAGE THAT
ELECTIONS IN HAMIELA MUST BE FREE AND FaAIR AND THAT SWAFD TOU
MUST STICK FAITHFULLY 10 THE PROVISLONS OF THE UN PLAN.

5. PIK BOTHA SAILD THAT HE HAD ENDURED MORE PAIN AND TROUELE
OVER NAMIEIA THAN ANY OTHER ISSUE . IT WAS ESSERTIAL THAT THE
IMPARTIALITY PACKAGE SHOULD BE IMPLEMENTED FULLY. THIS WAS HMHOT
AN ISSUE ON WHICH HE coULD AFFORD TO APPEAR WEAK. HE WANTED TD
AVOID SITUATIQNS IN WHICH THE WRECKERS WERE HANDED AMMUNITION BY
THE UN SECRETARY GENERAL (LCCOMPANYING DFA pFEICIALS IMFLIED
THAT THE SADF, MIMNISTERS SUCH LS MALAN, AND THE ADE!HIETHATEE
GEMERAL WERE YVERY WORKED UP ABOUT THE CECRETARY GEMERAL "5 APPEAL
FOR GEMEROUS DONATICNS TO THE UN FUND FOR NAMIBIA, GENERAL
ACCOUNT, UN TRUST FUND FOR THE WATIONHOQD PFROGRAMME FOR HEMIBIA,
AND THE TRUST FUND FOR UNIN: THEY WERE ARGUING THAT SUCH MOMIES
WENT DIRECT TO SWAPD) .

6. WE EXPLAIMED THAT THE IMPARTIALITY FACEAGE pPROYVIDED THAT THE
UN SHOULD NOT GIVE FUNDS TO SWAPOD OR ANY OTHER PARTY DURING THE
TRAHSITION PERIOD (THIS HaD BEEN ACCEPTED BY SWAPGY » THAT THE UM
COUNCIL FOR MAMIBIA SHOULD REFRAIN FROM ENGAGING IN ALL PUBLIC
ACTIVITIES,. AND THAT THE SECRETARY GENERAL sHOULD INITIATE A
REVIEW OF ALL FROGRAMMES ADMINISTERED BY ORGANS OF THE UN WITH
RESPECT TO NAMWIBIA To ENSURE THAT THEY WERE ADMINISTERED
IMPARTIALLY. THIS DI0D NOT MEAN, AS Pl BOTHA'S PRIVATE
SECRETARY ATTEMFTEDR T0 ARGUE, THAT ALL ACTIVITY HaAD T0 CEASE .

7. SIR ROBIN RENWICK SUGGESTED THE SOUTH AFRICANS SHOULD TAKE
THIS UP WITH THE UN SECRETARY GENERAL . BEEUKES (DEPUTY OIRECTOR
GEMERAL » CEA) SAID THAT IT wouLd BE HELPFUL 1F WE WOULD ALSQ
SPEAK TO THE UN SECRETARIAT, ESPECIALLY GIVEN THE LEGACY OF
SOUTH AFRICAN gUSPICION OF UN ACTIVITIES IN eUPPORT OF SWAFQ.

B. UKMIS HEW YTORK: WE HAVE SIKCE SEEN YOUR TELNG 353 AND

CAPE TOWN TELMOS 137 AND 138, OBV IOUSLY THIS 1% FRIMARILY FOR
THE SOUTH AFRICANS ToO SORT OUT WITH THE UN SECRETARIAT. guT IT
WoulLD BE HELPFUL IF YOU WOUuLD POINT CQUT TO AHTISAARI THE
IMPORTANCE OF THE UN AVOIDING GIVWING AMMUNITION TO THOSE IN THE
SADF AND ELSEWHERE WHO DO HOT WANT [HPLEHEH1ATIGH T0 GO AHEAD
EMOOTHLY «

g. PIE BOTHA ALSD STRESSED THE IMPORTANCE OF SWAPD CETAINEES
BEEING ALLOWED TG RETURM TO MAMIBIA. THIS WAiS PART OF THE DEAL.
coUTH AFRICA HAD ND HELP ON THIS FROW THE WEST (FAIRWEATHER FUT
HIM RIGHT gN THIS). BEUKES SAID THAT IT WouLD BE HELPFUL 1F WE
cOULD HMAKE AMOTHER FUSH ON THIS ISSUE .«

10. THERE WAS gQME DISCUSSION 0F OBSERVER MISSIDNS IN WINDHOEK .
WITH DFA OFEICIALS TAEING A HORE POSITIVE LINE THAN PIE.. THE
SECRETARY OF STATE cAID THAT WE wWOULD BE OPENIHG A LIAISON

PAGE 2
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CFFICE IN WINDHOEK. HE HOPED THE 5AG WouLD BE READY TG HBE
ACCOMMODATING WITH DTHERS WHO WISHED 70 0O LIKEWISE. FIK
POINTED OUT THAT THERE WERE ONLY 470 HOTEL BEDS IN WINDHOEE,
SCR 435 DID MHOT OBLIGE HIM TO LET IN THE WHOLE WORLD. AFART
FROM COUNTRIES WITH DIPLOMATIC RELATIONS WITH SOUTH AFRICA, HE
WouLD BE POSITIVE AS REGARDS THE RUSSIAND {45 A PERMANENT MEMEER
OF THE SECURITY COUNCILY AND HE HAL INVITED THE DAU T0 BE
REPRESENTED. THE FLS HAD NOD FORMAL STATUS. gUT THE QAU couLl
DESIGNATE THE FLS AS THEIR REPRESENTATIVE 1F THEY WISHED. EET
WAS EVIDENT THAT DFA OEFICIALS WANTED TO T4KE A MORE PASITIVE
LINE BUT IT MAY BE THAT AN DAU FIGLEAF WILL BE NEEDED FOR THOSE
LIKE THE FLS AND NIGERIA WHO WANT TO OESERVE THE IMPLEMENTATION
PROCESS: WE POINTED TO THE ADVANTAGES OF THE AFRICANS HAVIMNEG
FIRST HAND ACCOUNTS OF WHAT WAS GOING ON.)

11. OTHERWISE, PIK ARGUED THAT SCUTH AERICA HAD EVERY INTEREST
IN SUCCESSFUL IMPLEMENTATION. THE SAG WOULD DO BUSINESS WITH
WHOEVER WON THE ELECTION (THE GECRETARY OF STATE SAID THAT OUR
FOSITION WAS THE SAME). IF THERE WAS A SWAFD GOVERKMENT (THOUGH
HE REPEATED HI3 DOUBTS WHETHER SWAFQ COULD WIN A TWO-THIRDS
MAJORITY) THE ECONOMIC IMPERATIVES AND sOUTH AFRICAN CONTROL OF
WALVIS BAY WOULD MAKE FOR PRAGMATISM. HIS OWN VIEW WAS THAT AN
INDEPENDENT NAMIBILA WOULD EVENTUALLY WANT T0O BE INCLUBED IN THE
CUsTOMS UKIOGN AND IN THE RAND ZONE. SWAFO HAD BEEN MAKING
REASSURING MNOISES ABOUT NATIONAL RECONCILIATION AND HOT WANTING
A WHITE EXODUS. NUJOMA HAD AL3D ASSURED THE SOUTH AFRICANS b
LUSAKA LAST WEEK THAT SWAPO WOULD BE NORTH OF THE 16TH PARALLEL
BY 1 APRIL, ANUD AHITISAARI WAS ARRANGING A DINMER IN MNEW Y IRk
NEXT WEEK AT WHICH A SOUTH AFRICAN TEAM WOULD MEET THE SWARPQ
REPRESENTATIVE TO THE UN.
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FROM FRIVATE SECRETARY

PIK BOTHA'S VISIT TO LONDON

1. THE SOUTH AFRICAN FOREIGN MIMISTER HAD AN HOUR AND A HALF'S
TALY WITH THE PRIME MINISTER ON THE AFTERNOOGN OF 15 MARCIH. IN
THE EVENING, HE HAD TALKS (PART OF WHICH WERE TETE A TETE) AND A
WOREING DINNER WITH THE SECRETARY OF STATE, DISCUSSION CCVEREE
A WIDE RANGE OF INTERMAL AND REGIONAL ISSUES AS WELL AS SCUTH
AFRICAN ACCESSION TO THE KPT.

2 THE PRIME MINISTER ANC SECRETARY OF STATE PRESSED IN
PARTICULAR FOR THE UNCONDITIOMAL RELEASE COF MELSCN MANDELA.
THERE WOULD ALSC HAWE TD BE WIDER NEGOTIATIONS BEETWEEN
REPRESENTATIVES OF ALL RACIAL GROUPS ABOUT THE POLITICAL FUTURE.
MEANWHILE,. WE CONTINUED TO OFPOSE SANCTIONS. BUT PRESSURE FOR
MORE SANCTIONS WOULD GROW, PARTICULARLY IN THE UNITED STATES,
AND WOULD BECOME HARDER TO RESIST UNLESS WE COULD SHOW THAT
THERE WAS A BETTER WAY OF ACHIEVING PROGRESS IN SOUTH AFRICA.

5. PIK BOTHA ACKNOWLEDGED THE CASE FOR RELEASING MANDELA. BUT
THERE WERE HESITATIONS IN THE SOUTH AFRICAN CABINET AT THE
POSSIBLE IMPLICATIONS FOR THE SECURITTY SITUATION. IN HIS DOWN
PRESENTATIONS, BOTHA PLACED THE EMPHASIS ONW REGIONAL ISSUES. HE
HANODED OVER A PROPOSAL FOR A SOUTHERN AFRICAN MARSHALL PLAMN. HE
MADE CLEAR THAT THE SAG WOULD BE READY TO COOFERATE
PRAGMATICALLY WITH A SWAPD GOVERNMENT IN HAMIBIA (PIK THOUGHT
SWAPD WOULD GET GUER 50 PERCENT BUT DOUSBTEDR WHETHER THEY WouLD
ACHIEVE TWO THIRDS OF THE VOTE), BUT WAS CONCERNED THAT THE
UNITED NATIONS WERE VIOLATING THE IMPARTIALITY PACKAQE BY
CANVASSING FOR FUNDS FOR UMIN AND THE COUNCIL FOR NAMIBIA.

BOTHA SAW MOZAMBIQUE AS THE NKEXT PRIORITY FOR SOUTH AFRICA.

L. THERE WAS LITTLE NEW OF SUBSTANCE IN WHAT BOTHA HAD TO SAY.
HE CONFIRMED THAT THE CURRENT [MPASSE BETWEEN PRESIDENT BOTHA
AND THE NATIONAL PARTY COULD WELL CONTINUE FOR SOME TIME. THE
MARSHALL PLAN IDEA HAS BEEN FLOATED BEFORE. BUT THIS WAS A
USEFUL OPPORTUNITY FOR THE PRIME MINISTER AND SECRETARY OF STATE
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London SWIA ZAH

21 April 1989
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Frime Minister’s Meeting with the Scuth African
Finance Minister, 24 April

Barend du Plessis is calling on the Prime Minister at
1600 hrs on 24 April. The Foreign Secretary and Mrs Chalker
will see him on 25 April. He 1is coming on a so-called
private visit for the sake of cover. He will also meet a
number of senior British businessmen and bankers at a lunch
hested by Lleyds of London earlier on 24 April.

We expact to receive today a telegram from Sir Robin
Renwick setting the scene for Mr du Plessis’ wvisit.

our interest in Mr du Plessis relates less to his
current position than to his likely influential role in a
future South African Government, following P W Botha's
daparture.

The Prime Minister may wish to guestion Mr du Plessis on
his view of prospects for a resumption of the reform process
in South Africa after the next general election (now expected
in September), and underline the importance of further reform
measures to international opinion. She could impress on him
that in the absence of significant reforms pressure for more
sanctions, especially in the US and the EC, may be
uncontainable.

8ir Robin Renwick has reported that Mr du Plessis is
personally in favour of Mr Mandela’s release after the next
glections. The Prime Minister could emphasise the serious
consequences for South Africa should Mr Mandela die in jail.
It would be right to hand to Mr du FPlessis a copy (enclosed)
of the agreed UE/FRG speaking note which the Prime Minister
passed to Pik Botha last month, emphasising its sensitivity.

Should Mr du Plessis raise economic matters, and in
particular South Africa’s debt repayments, the Prime Minister
may like to point out that this is a matter for the banks.
The banks are watching the situation in South Africa closely
including the reform process and will be influenced by their
assessment of South Africa‘s future prospects. (ECGD have
recently assessed tha situation and are not prepared to
increase further cover.)

Jon
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On Namibia, it may be a bit clearer by 24 April whether
SWAPO will withdraw their forces to South Africa’s
satisfaction. The Prime Minister could emphasise that we
have been urging on all sides the importance of SWAPO moving
north of the sixteenth parallel in Angola so that South
African forces can go back to base quickly. We strongly
support the United Nations Plan and are urging SWAPO to
adhere to it. The South African Government must also
continue to stick to the Plan and not try to take advantage
of SWAPD’s initial blunder. It would be a very serious step
for South Africa to stop the clock unilaterally. The fact
that it was SWAPO who orginally breached the Plan would
thereby be gquickly forgotten.

I enclose a perscnality note con Mr du Plessis.

j'ﬁfmh _.-L.'-...l"-u'--'rll

e 1

(R H T Gozney)
Private Secretary

€ D Powell Esg
P5/10 Downing Street
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ACREED UE-FRG RESPONSE TO POSSIBLE RELEASE OF
NELSON MANDELA

- We believe that Mandela’s release is in South Africa’s

cwn interests.

- In our assessment it would create a new and improved
elimate of benefit te South Africa internally and in her

relations with the outside world.

- Tt would also reinforce our joint stand against

sanctions and other restrictive measures.

- And it would make it easier for us to play a helpful
role over the problems facing South Africa in its
dealings with the banks over bearer bonds.

- Loocked at realistically it would not on its own lead to

the dismantling of any sanctions.

- But if the South African Government were to build on
Mardela’s release to launch a dialogue between all
political groups in South Africa, we would then see what
could be done to meet South Africa’s concerns on
sanctions (although we could not glve advance assurances

affecting others).

SECRET AND PERSONAL
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RECORD OF MEETING BETWEEN THE SECRETARY OF STATE AND THE :
sOUTH AFRICAN MINISTER OF FINANCE, PRETORIK, 29 JULY

Fresent!

Rt Hon Sir Geoffrey Howe QC MP Mr Barend du Plessis
Sir Patrick Moberly Dr G de Kock

Mr EAJ Fergusson Notetaker

Mr CR Budd

Mr DI Lewty

14 ster introductory courtesies (during which the Minister
said that his house had burned down the previous evening),

Mr du Plessis said that both unemployment and inflation in
Zouth Africa would be difficult 1o overcome, Tor two reasons.
First, population growth: the combination of first world
medical facilities and third world fertility rates was a potent
recipe. Secondly, South Africa suffered considerable
under-utilisation of both capital and labour because of the
billions of Rands sterilised as a result of sanctions or the
threat of them. These required the SAG to maintain oil stocks
of 6-3 months consumption (and the o0il embargo meant that they
paid a higher price for the oil); to develop their own ATmS
ipdustry at inevitably high cost; and to develop nuclear poOwer
{for both ecological and sconomic reasons) by themselves.

1f these funds could be freed for productive use, they would be
used for black economic development. White education standards
would in any case need to be cut to pay for the improvement of
black education. This Wwas difficult to sell politically,
especially at & time when people's responses Were 1ikely to be
conditioned by s pessimistic view of the future. All this
meant that more sanctions would mean a further deterioration
in the South African economy, to the detriment of the
sub-Saharan Africa as a whole.

3. The Secretary of State said he had personal experience of
Aritish companies declding To run down their South African
operations because of the political Tisk constituted by an
unreformed South Africa. This loss of confidence had greatly
increased over the last eighteen months. To abate the pressure
for further measures the SAG must take the fundamental, even 1if
risky, steps necessary to engage black political leaders in
dialogue. His talks had shown that the SAG had realised this,
hut had not yet gone far enough. The lazek of trust in the SAG,
caused by eg the 19 May raids while +he EPG were in South Africa,
meant that more was demanded of the SAG than the blacks.

RESTRICTED
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3. Mr du Plessis said there was & growing consensus in South
Africa, slbeit one not shared by the ANC, that apartheid bad to
be dismantled (though the lack of an electoral mandate for doing
=0 made it more difficult) and that one mRR ONE vote was not the
answer. When these two views met, there would be & negotiated
settlement. But so long ag ETOoup representation continued to

be regarded as a form of apartheid, there could be no pProOgress.
Yot the Commonwealth could accept & white Minister for

Aboriginel Affairs in Australia, so it should be able to realise
that recognition of group interests was eggential for South Africa.
protection of minority cultural values must be possible on a
long-term basis, while still allowing freedom of movement.

The ANC stood aside from this consensus because their interest
was in destroying society through violence leading %o & seizure
of power., They could not abandon violence because thelr
political elout depended on it. A PFP MP had been told by 2
local ANC leader that even Mandela would be killed if after being
released he agreed to talk to Botha. The SAG could not accept
the notion that ANC violence equated to corresponding SAG
“violence".

4. The Secretary of State said he understood the difficulties
of applying one man one vote in a unitary state in South Africa.
The problem of minorities was difficult all round the world.
Hence the many different arrangements in the countries concerned,
some entrenched, some tacit. But he had to say that to compare
the residual Aboriginal community in Australia or the Eskimos

in Canada with the black majority inm South Africa showed a gap
in comprehension of unbelievable size. The construction of

a pew structure for South Africa would need the participation of
all blacks and the ANC commanded mich suppeort among them.

Some of its leaders were Marxists, who were to be found in all
nationalist movements, but others like Mandela, were not.

Mr du Plessis asked why Mandela did not say so. The Secretary
of State said he had accepted the EPG's negotiating concapt .
inless the SAG enabled the ANC to expose themselves to the wider
dislogue, their only weapon would remain & combination of
intimidation and radicalisation of the young. The tragedy

was that there was a =ubstantially moderate element in the ANC
which the SAG needed the courage 1o bring out. It was sad that
whilst the free enterprise philosophy was galning ground around
the world (eg in the report of the UNGA Special Session on Africa)
Mr Sam Motsuenyane had told him that if the SAG did not move,
even NAFCOC would have npo alternative to stop talking and accept
sanctions. The SAG were in danger of frightening themselves and
their electorate by painting a too lurid pieture of the ANC.

Mr du Plessis said the SAG had declared many times that it would
meet the ANC if it renounced violence and its policy of tryimg
to make South Africa WAT-WEATY. konown locally as the "Mugabe'
syndrome. To ofIfer guspension of violence was not enough.

The Secretary of State said there was no future in wrangling
over words like "cessation” or vgyspension'": in any dispute either
side reserved the right to revert to its previous position if
talks broke down. Words could not guarantee the future.

(-
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3. br de Kock said that whilst the prospect of further
sanctions was not irrelevant or unimportant, the Central Bank
saw the current de facto sanctions as more damaging 1o sub-Saharan
Africa than any trade ganctions. South Africa had to run a
current account surplus for the Teasons the Minister had
described earlier, and to finance &an outflow of capital despite
striet exchange controls and the standstill on debt repayment.
South Africa was bleeding to death when it needed to be growing
gt 4=5% per annom. The spark of investor confidence necessary
for growth was missing. This was bad for all, but especially
for the blacks in South Africa and her neighbours. The
Secrotary of State sald the spark of confidence could only be
=truck by the SAG embarking on political reform. There were
risks, but the world would welcome it. Mr du Plesgis asked
whether, if the BAG did so, they could counti on financial
support from the UK and the West. The Secretary of State sald
the world would respond spontanesusly.

Pretoria
July 1986
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THE PRilime Mih|STER Ahd ScCGReTAEY OF STATE wOuLD wSiCOM iz FGE
ruf A DESCUSSION WITH HIE e HD COULZ FAZS TeIUUCH LOKDUN 1IN APHIL.
| GAYE HIA PUSSIBL. TIMeS Uw 13 ARL 12 AFFIL, BARENT DU PLESSIS
SAly THAT HE WOULL BE VERY KELH T DU THIS, OUN Tho FUSSIBLE DATES,
1530 HUurS Ok 10 AFRIL WOULD S5J0T Hlim HEST TUR The MEiTING €ITE THE
Frlde MIISTow . wilTe & wecTiliew iTH Th SecRoTARY oF STATo AT 1830

Ja THAT Lk&Y.

f.Wt AGRECD ThAT THIS WUULD WECD CAREFUL HANJL ING. 1 SLGGESTELD
THAT wE SHUULG ARfRANGE FOR LLOYDS OR THE INSTIYUTE OF DIRECTORS TO
INVITE HIM TU LONDON FUW A PRIVATL LUNCH ON THAT DAY. HE wiLL ALSZ
wANT TO HAVE SOME COWTACT wiTH THE BANKS, HE wOULD NOT WISH THE
BLET |G WITH THE FRIME M|INISTER TU BE ANMOUNCED IN ADVANCE AKD WOULD
3EE SUmE AUVANTAGE IWN IT BEING KEFT CONFIDEHTIAL, IF THAT IS
PUSS |BLE. OTHERWISE THIS COULL INCREASE SPECULATION ABOUUT THE
HANEL |G Ur THe DEET PRUELEM, GIVYEh THE UNEASY SITUATION WHIGH
LIKELY TU bt CREATEL wHEW THL PRESIUEMT TRIES TO RETURN TD HIS
UFFICE, AT ANY RATE FOmr SO0ME TifL, BAREND DU PLESSIS SAID THAT HL
HOFCD THC PARIME MINISTER wWOULD MCNTION HER DESIRE TO HAVE A TALK
WITH HIM wHEN SHE SEES FIK BOTHA IN LONDUN ON 15 MARCH,
IT SHOULD NUT BE MENTIUNEL Tu UTHER MEMELZRS OF THE S0UTH AFRICAN
GUYERNMENT MEANWHILE, BUY HE wiLL HAKL HIS PLANS ACCORD INGLY.

3. BARCHL DU PLESSIS SAID THAT HE HAD JUST BEEM OBLIGED TD 5TAGE
ANUTHeR SEMINAR FUR HIS CABINCT COLLEAGUES ON THE REALITIES OF

SOUTH AFRICA'S ECUNOMIC SITUATION, HE HAD TOLD THEM THAT, BECAUSE
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THE NLED Tu MAINTAIN A BALANCE UF FAYMENTS SURFLUS ADCOQUATE TO

%H".‘I:i TH: DLBT AND BECAUSE SOUTH AFRICA WAS NO LONGER ABLE o

ATTRACT LXTERNAL CAFPITAL, GRUWTH IN GDF wUULD HAVE TU BE REINED EACK

FROM ABUUT THRLE PLRE LekT TO Tww PeR CEWT OR LESS THIS YEAFR. HE

FUSHED THRUUGH THE CARBINET YESTLROAY A FURTHER RISE IN INTEREST

GATES (THE FRIME LENDING RATE NUW STANDS AT 13 PER CENT) TO HELF CODOL

SouN THE ECOHOMY. HE FUINTED UUT THAT 30UTH AFRICA HAD PUT Ur A

JEMARKABLE PERFURMANCE IN SERVICING THE DE3T AND REFAYING CAFITAL

GVER THE PAST THREE YEARS, wHILE STILL ACHIEV ING A RESUMPT |ON CF

GRUWTH (2.5 PER CENWT OF G F 1IN 19BT WD 3 FER CENT IN 1788). THERE

wA5 GOIaG T BE & LIFFICULT FERIOQD AHEAD N MAMASING DE2T REFAYHERTS,

(KCLUDIHG THE REFAYALLT UF JULLARS 1.8 LILL1OW LR Learce BUMWLS

GuTSIDE THE STANJSTILL "heT?, GyER THE EXT Twl YEARZ.

FIGHT FI5CAL Aiu A TISHTEMING UF MUNCThARY POLICY, HE BELIEVED THIS

COUL i BE MANAGED, BUT SOUTH AFRICE COULD NOT GO Oh LIVING

INDEF INITCLY WITHJUT ACCESS TO EXTERNAL CAPITAL. THE ECONOMY HAL

THE CAFACITY TU GRUW MUCH FASTER AND THIS wAS ESSENTIAL TO PRUVICE

JUBS AT A RATE WHICH wluLD MATCH THE POPULATION INCREASE (MOW

RUKNING AT ThAct QUARTCRS Lr A MILL1ON PEOFLE PER YoAR).

L, | SA1L THAT THE PEIMC INISTER WOULD BE READY TO DISCUSS

TRE3E ISSUES WIThH HIM, WL AGREC U THAT SLUTe AFRICA COULD NOT FROSPER
IH A STATE UF SlEGe, |IT wh5 ESSENTIAL THAT Thi COUNTRY SHOULD

NUT RENEGL UN ITS DceTo (BAmcHl NU FLESS1S AGREEDY. NEw CAPITAL
INFLUWS WUULD UNLY BE FUSSIELE IF THE NEw LEADCRSHIF DEMUNSTRATED
THAT THLY WERE FREFARED TO MovE AHEAD WITH REAL KESOT IATIONS AND
|WTERKAL REFURM,

5, | EXFLAINED THAT AT THE NEXT COMMUNWEALTH HEADS OF GOVERNMENT
CUMFERENCE IN RUALA LUMFUR, Wi WERE LIKELY TO Bt CONFRUNMTED wWiTH DE-
MAKDS FRUM UTHER COUNTRIES THAT A BAN SHOULD BE |MPUSED ON EXFORT
CREDITS FOR SUUTH AFRICA. WwE wOULD NOT ACCEPT THAT (ANY MORE THAA
THE GEAMANS UR JARAMESE) BUT 1T WAS IMPORTANT THAT SOUTH AFRICAN
MINISTERS SHOULD REALISE THAT wE HAD TO FIGHT SANCTIONS BATTLES EVERY
DAYNAND THAT EFFURTS HAD TU BE DEVUTED TO STIFFENING THE RESOLVE EG
OF CHANCELLOUR KDHL AND OF THE WEW US ADMINISTRATION, THE ANGOLA/
NAM | 314 AGREEMENT GAVE US A STRUNG POSITION FROM wWHICH TO RESISY
UEEANDS FOR FURTHER SANCTIONS., IT wh5> ESSENTIAL THAT THERE SHOULD
BE NU REWEGING ON THAT AGREEMENT. BUT 1T WAS NOT GOING TO BE

FUSS [BLE TO CHANGE SOUTH AFRICA'S POSITION VIS5 A YIS THL EXTERNAL
WORLD WiTHUUT MUCH FASTER PROGRESS INTERNALLY .

SECACT lae”
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| ADLw THA! BAREWW Du FLe3% a3 WULLL Finl THE FRIMZ MINISTER
B GCEANED ABUUT THE FALLURE Tu wAKL FROGPLSS wiTh BUTheLEZ] ANG,
ESPECIALLY, THE FaiLUre ur Th cOUTH AFRICAN GUVEREMLXT TU NERVE
ITSELF TU RELEASt MmANDELA. BArENC DU PLESSIS 3A1D TiHAT THEREL WAS
A UNCERTAIN FERIUD AHEAZ. He HAD URGED THt PRESIDENT TO GU Fiar AN
EARLY ELECTIUN. THE PRESIDENT whS NUW HURS DE COMBEAT ANL HIS
MINISTERS DIU NOT KNOW WHEN ANG 1K WHAT CONDGITIUON HE WOULLD RETURN,
| SAIU THAT UUR CONCERW REMAINCL THAT IF MANDELA LIED IN FRISUR, THE
CUNSEQUEWCES FOR SOUTH AFRICA wiuLb EE EXTREMELY GRAVE AND FROUBABLY
(RAEVERSIBLE, THERE wuULL BE AN INTERNAL EXPLOS |ON, WHICH NU DOUBT
WUULY oE REPARESSEL, AMD FURTHER 1SULATION. WHEN | RAISED THIS MATTER
WiTh THE SCCURITY CHIRFa, THEY SA1D THAT RELEASING AANDELA WOULD GIVE
& his IMPETUS Ti ThHL REVULUTIOM. BUT I il ROT BLLITYE THAT
THiY UKDERSTUUD THE ECONOMIC CUNSEQUENLE: OF KT RELEASING HIM,

7. BAHEKD ulU PLESSIS SAID THAT HE AGREEL. W HIS YiEW, SOMETHING
HhL Tu Be LONE TO DEFuUSc THIL FRUBLEM. Wi SETET MUCH OF HI3 TIME
TRYING Tu EDUCATE OTHER #okocrE JF Tl GOVERNMERT Ih THE ECOKOMIC
REALITIES. THE S0UTH AFRICAN GOVERWMINT wAS NCWER GUING TO AGREE 0
A TrAWSFER UF PUWER TO The ANC AND THEY MAD TO CUMTEND wiITH THE NEELD
Tu RETAIN THE SUPFORT UF THE WHITE ELECTQRATE, THE LESS WELL=UFT
MEMBERS OF wHICH REMAINEL VERY ATTACHLD TU SEPARATE SCHOULS,
RESILENTIAL AnchS ETC. BUT THEY HAQ

TU FiaD A WAY FORWARD. HE wOULD LOUR FORWARD TO DISCUSSING THIS
WiTrd THE FRIME MINISTER AND WUOULD wWwAIT FOR AN INY ITATION TO BE
CUNVYEYLD UN 15 MARCH THRUUGH FIR BOTHA,

. | CUNCLUDED BY SAYIKG THAT wE UID NOT WANT TO RAISE ANY
UNREALISTIC EXPECTATIUNS. THERE WERZ WAYS IN WHICH THE EURUFEAN
BANKS MIGHT BL AELE TU MELP OVER THE DEHT FRUBLEM., BuT A RETURN

UF EXTERNAL INVESTMENT wAS NUT WITHIN Ourk PUWER TO DECIDE. THAT
WOULD OaLY HAFFEN IF WESTERN BANKS AND GOVERNMENTS BEL IEYEL THAT
SUUTH AFRICA HAD MURE CONVINCING PLANS TO SEAL WITH TS OwWN FUTURE.
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1, BACENT DU PLESSIS CAME T LUMDS TADRY. HE 15 LOOK RS FORYART TO

HES MEETAMNG WATh THE PRIE MINISTER Of D& APEIL-AND WiTH YOU DN THE
FOLLOWINC DAY, HE ATTACHES A LOT OF (MFORTANCE BB THOSE MEETINGS.

2. HE BELONGS TO THE mEw CENERATION OF HMATIOMAL PARTY LEADERS (&2
YEARS OLD, WORKED FOR A TIME WaTH 1EM &NT STUDMED BREEFLY AT
FRINCETON). HE §5 MGLERM-MIKDED A%D HaS FEW OF THE aDEOLOGICAL
HARG=UFS OF HIS PPECECESSCRS. AS FIRANMCE MINISTER HE HAS GROWN 4N
AUTHORITY OVER THE PAST FOUF YEARS. HE WAS PREYIOUSLY DEPUTY MINISTER

FOR FORE OGN AFFARSS .

A, InN THE PECENT LEADESHIF ELECT IOW HE FAILED BY ONLY S31% NOTES TO
UEFEAT F W BE KLERK ., THE FASTY SIMCE THE ELECTHIN HAS RALL FED FEHIMD

BE KLERX AND DU PLESSIS 15 UMLIEELY TO CHALLENGE HIM AFTER THE
ELECTIONS 4N SEFTEMBER, HE WILL, MOWEYER, THEN CLEARLY BE THE SECOND
MOST INFLUENTAAL MEMBER OF THE GOVERMMENT, PROBABLY STILL WM& HiS
PRESENT PORTFOLIO. ; 2




h, WITHYN THE MEXT YEET S047W A= (CA WHLL Have 72 PEALH FURTHe®

AGREEMERT WiTh TS CRESITORS, MALF ThE COUKTHY'S DALLARS 22 SILLICHK
DEDBT 45 HELD WITHIN A STANDSTILL WET. UMIER ThE PRESENT AGREEMERT,
COUTH AFPELCA 1S COMMETTED TO PAYIST UMTEREST On TERT wiTHIN Thi hET
BL Ut BEPAYMENT OF THE CAPITAL AT THREE PERCENT PER ANNUM, BECAUSE GF
THE 1990-92 BULGE CAUSED BY THE BEPAYMENT OF BeARER EONES oUTSIDE THE
NET, SOUTH AFRSCA WiLL MEED SOME PRACTICAL MELP FROM THE BANES N
SMOOTHENG OUT FAYMENTS 4% THAT PERIOD, AS WELL AS THE RENEWAL OF TnE
EX4ST-ING AGCFEEMENT, THEPEAFTEP THE LEET PROBLEM SHOULD BE EEDUCED TO
MANAGEARLE PROPDPTAONS AS SOUTH AFRICA, VIRTUALLY ALONE AMORG
DEVELOPING COUNMTRIES, HAS REPAID A SURSTANT tAL AMOUKT 0OF CAPLTAL
(DOLLARS 54X BILLYON OVER THE PAST FOUP YEARS ).

7. DU FLESSIS SAID FHAT HE REALISED THAT S0UTH AFRICA COULD HOT
FPOSPER WATHOUT FEGAMIMG ACCESS TO EtTEFHlL CAPTHAL . THE MNABTLATY
1O DD SO WAS LEADING TO CUT- :Acnﬁ Ih EEPEHDITuE= UH ELAﬂn EUUEhTiﬂh
ND HOUSEIG. -
-ﬁf
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17, THE PRIME MENFETEE Ay wine TOOTELL M PLEESIS THAT AT TeE
COMEONWE ALTH CUNFEREMCE W pUALA LutiPuR Tik CANALFAR
ANT NEW ZEALANDERS ARE LIKELY T0 3E FRESHING Fou FUPTHER FRBANG BAL
SANCTIONS, TE NO ROLL TNG OVER OF THE DEBTS AND THE DENIAL OF EXFCRT
CREDNTS. WE, OF COUPSE , MILL ORFOSE THAT (A REFUSAL py THE BANKS TO
EXTEND THE PRESENT APRANGEMENTS WAULT fESULT 1% A DEFAULT, ENTAIL NG
THE LOSS OF DUR ANV.ES$ALE EARNINGS AKD VAPTUALLY ALL EXTERNEL
(HFLUENCE WERE ). BUT gOUTH AFRICA'S rROSFECTS WILL DEPEND NOT QKLY ON

S, Al STRAL EAND

WHAT WE [0, PUT ALSU ON WHAT ous KEY ALLJMES DO, WE WaYE TO F¥GHT MOPE
EATTLES THAN THE SOUTH AFF JCANS RERLISE TO KEEP THE U5 AT IMISTRATICH
FifM AGAMMET FURTHER CONGRESGIONAL FPESSURES AND TO ENSURE THAT KOWHL
pNES HOT GINE WAY TO BERSCHER, OUR AT 1TY TO FAGHT OFF FURTHLR
CANCTIONS AND, AF POSSIBLE, TU CHAMSE THE CLHIATE §0 FAP AS SOUTH
AFRICA 45 CONCERMED WiLL DEPERE Of (A) SOUTH AFRICA CONT RUAKG TO
HONOUR 4TS uBLﬁﬁhTﬂﬂﬁﬂ UMDER THE HAMIBIA SE TILEMENT WHICH, RESPFTE
THE SWAPD ¥ JOLATAHONS, SO FAR 4T MAS BEEN noNG: BUT ALSO (B) REAL
WOVES AFTER THE ELECTAONS TO GET NEGOTAATA0H UNDER VAY..
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QUARTERLY ECONQOMIC REPORT, JANUARY TO MARCH 19BE9

SUMMARY

1. THE ECONOMY REMAINED BOUYANT IN THE FIRST QUARTER OF THIS YEAR.
FORECASTS DF GROWTH IN 1989 HAVE BEEN REVISED UPWARDS TO 2 PERCENT
HIGHER. THE RESERVES ARE HOLDING STEADY AND THE GROWTH OF MONEY
SUPPLY 15 EASING. THE LEVEL OF CONSUMER DEMAND 15 REMNEWING CONCERN
ABOUT THE BALANCE OF PAYMENTS AND INFLATION IS RISING AS EXPECTED.
THE PROSPECTS FOR THE REMAINDER OF 198% ARE GENERALLY GOCD .

DETAIL

3. FORECASTS OF THE LIKELY GROWTH OF THE SOQUTH AFRICAN ECONOMY IN
1989 HAVE BEEN REVISED UPWARDS TO 2 PERCENT DR HIGHER IN THE LIGHT OF
PERSISTENTLY HIGH LEVELS OF CONSUMER SPENDING, GROWTH IN FIXED

INVESTMENT, INCREASED BUILDING STARTS AND SHARE PRICE RISES ON THE
JSE. THE BETTER THAN EXPECTED PERFORMANCE TOWARDS THE END OF 19BE HAS
MEANT THAT THE PRESENT STEADY GROWTH HAS CONTINUED LONGER THAN WAS
EITHER EXPECTED OR PLANNED BY THE GOVERNMENT.

3. THE BUDGET IN MARCH WAS WELL BALANCED AND CAUTIOUS. THE GOVERNMENT
EAISED SALES TAX AND, IN REAL TERMS, INCOMEITAX. THE BUDGET DEFICIT
1% EXPECTED TO FALL TO AROUND & PERCENT OF GODP. THE MAIN UNCERTAINTY
RELATES TO THE GOVERNMENT'S ABILITY TO CONTROL ITS SPENDING.
EXPENDITURE LAST YEAR WAS R1.76 BILLION ABOVE BUDGET. REVENUES WERE
ALS0O HIGHER AND THE OVERALL BUDGET DEFICIT WAS LOWER THAN EXPECTED.
HOWEVER, THE GOVERNMENT IS STILL HAVING TO BORRDOW TO FINANCE CURRENT
SPENDING. ANNUAL INTEREST ON GOVERNMENT DEBT IN THE MEW FINANCIAL
YEAR WILL AMOUNT TO R10 BILLION. A CONTINGENCY RESERVE OF R1 BILLION
HAS BEEN INCLUDED IN THIS YEAR'S ESTIMATES TO PROVIDE HEADROOM FOR
UNFORESEEN COSTS.

4. THE BOUYANCY IN THE ECONOMY IS CREATING REMEWED CONCERNS OVER THE
BALANCE OF PAYMENTS. THE GOVERNOR OF THE CENTRAL BANK HAS SAID HE IS

PAGE 1
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AIMING FOR A SURPLUS OF AT LEAST R4 BILLION IN 198%. IN THE FIRST TWO
MONTHS OF THIS YEAR, THE CURRENT ACCOUNT EXPERIEMCED A NET DEFICIT OF
R40D0OM, LARGELY BECAUSE OF A 20 PERCENT DECLINE IN EXPODRTS OF
UNCLASSIFIED GODDS WHICH INCLUDE GOLD AND ARMS. EXPORTS ARE EXPECTED
T0 BE HIGHER IN MARCH BUT ANY CURRENT ACCOUNT SURPLUS IN THE FIRST
QUARTER WILL HE SMALL. SCHEDULED DEBT REPAYMENTS IMN 19B9 AMDUNT TC
BOLLARS 1.7 BILLION. & THIRE SHORT TERM LCAN FROM SWISS BANKS IS
REPORTED TO HAVE BEEN ARRANLED BUT THESE ARE VERY SMALL COMPARED TO
THE NET CAPITAL OUTFLOW WHICH TOTALLED R&.T BILLION IN 1982.

5. INFLATION IS RISING, AND WILL CONTINUE TO 0O 50, THE CPI1 AT THE
END OF DECEMBER WAS 12.5 PERCENT AND ROSE TO 13.5 PERCENT BY THE END
OF FEBRUARY LARGELY BECAUSE DF THE COSIT OF MORTGAGES, LAST YEAR'S
EXCHANGE RATE DECLINE, INCREASED IMPORT SURCHARGES AND FUEL PRICE
RISES. THE PPI 15 AT 14.8 PERCENT. THE GDVERKMENT EXPECTS THE CFI TO
RISE TO AROUND 15 PECENT AND LEVEL OFF BEY THE END OF THE YEAR.

&. THE PROSPECTS FOR 1989 ARE NONETHELESS REASONABLY GOOD. THE
RESERVES HAVE HELD STEADY IN THE FIRST QUARTER. AT THE END OF MARLH
THEY WERE AT R5.1 BILLION C(DOLLARS 2.05 BILLIONY. MONEY SUPPLY GROWTH
IS BEGINNING TO EASE. M3 INCREASELD 26.15 PERCENT IN THE YEAR TO
FEBRUARY, COMPARED 70 27.55 PERCENT TWO MONTHS EARLIER. THE RATE DF
GROWTH OF M3 THIS YEAR I5 INSIDE THE 14=18 PERCENT TARGET RANGE.
WAGE INMCREASES ARE MODERATING DESPITE RISING INFLATION. IN THE PERIOD
OCTOBER TO FEBRUARY, AVERAGE WAGE INCREASES WERE 16.7 PERCENT
COMPARED TO 17.9 PERCENT FOR 1988 AS A WHOLE. GROSS DOMESTIC SAVING
IS5 ALS0 ON THE INCREASE. WHILE PERSONAL SAVINGS FELL TO 1.7 PERCENT
OF DISPOSABLE INCOMES, THIS WAS MORE THAN OFFSET BY RISES IN COMFPANY
AND GENERAL GOVERNMENT S5AVING.

7. PRODUCERS ARE CONFIDENT. AFTER A 16 PERCENT INCREASE IN FRIVATE
CAPITAL SPENDING IN 1988, %0 PERCENT OF MANMUFACTURERS REPORT THAT
THEY EXPECT BUSINESS T0 BE GOOD FOR THE REMAINDER OF THIS YEAR.
AGRICULTURE 15 ALSOD DOING WELL DUE TO BETTER WEATHER COKDITIONS AND
IMPROVED PRICES FOR PRODUCTS EG WOOL. THE BULK OF SOUTH AFRICA'S
EXPORTS ARE MIMERALS. THESE HAVE MAINTAINED THEIR VALUE DESPITE THE
FALL IN THE GOLD PRICE. TOTAL SALES IN 1988 WERE DOLLARS 14.7 EILLION
(R35.4 BILLIONY UP FROM DOLLARS 14.1 BILLION (R28.7 BILLION: IN 1987 .
INCREASED PRODUCTION OF GOLD WHICH COMPRISES 73 FPERCENT OF MINERAL
EXPORTS OFFSET THE DROP IN THE SALE PRICE. IN RAND TERMS COAL (10
PERCENT OF THE TOTAL) INCREASED BY 20 FERCENT AND EXPORTS OF
ANTHRACITE WERE UP BY 32 PERCENT. STRONG COPPER PRICES AND THE SURGE
IN MICKEL PRICES ALSO CONTRIBUTED TO THE INCREASE.

PAGE 2
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8., BRITAIN'S TRADE WITH SOUTH AFRICA INCREASED IN BOTH DIRECTIONS
DURING 1988. BRITISH VISIBLE EXPORTS TOTALLED POUNDS 1,075M, AN
INCREASE OF 13.5 PERCENT OVER THE PREVIOUS YEAR: ANMD SOUTH AFRICAN
EXPORTS TO THE UK TOTALLED POUNDS BOGM, AN INCREASE OF 22.°7 SERCENT.
SOUTH AFRICA IS5 NOW BRITAIN'S 17TH LARGEST MARKET.

RENWICK
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SOUTH AFRTICAN ECONOMY

1. THE LATEST ECONOMIC INDICATORS SHOW THE GOVERMMENT L[5 SUCCEEDING
[N PROTECTING THE BALANCE OF PAYMENTS AND THAT GROWTH IN CONSUMER
DEMAND IS ABATING.

3. THE TRADE SURPLUS IN MARCH WAS RY1.67 BILLION, THREE TIMES THAT OF
FEBRUARY .. WHILE IMPORTS ROSE SLIGHTLY, EXPORTS SCARED FROM R3.B
SILLION IN FEBRUARY TQ R5.13 BILLION IN MARCH. THE MARCH FIGURES
MEANS THAT THERE WILL BE 4 CURRENT ACCOUNT SURPLUS IN THE FIRST
QUARTER. INITIAL ESTIMATES PUT THE SURPLUS AT AROUND R3éD MILLION BUT
THIS IS LIKELY TO BE SUBJECT TO UPWARD REVISION. ''BUSINESS DAY'®
PREDICTS A FIRST QUARTER SURPLUS OF AROUND R1 BILLION WHEN ALL THE
FIGURES ARE IN WHICH WOULD BE IN LINE WITH GOVERNOR DE KOCK'S AIM OF
A CURRENT ACCOUNT SURPLUS OF AT LEAST R4 BILLION FOR 1989.

3. THE LEVELLING OFF OF IMPORTS WILL BE A WELCOME SIGN TG THE
GOVERNMENT AS THEY INDICATE THAT THE MEASURES TAKEN IN THE PAST SIX
MONTHS TO DAMPEN DEMAND ARE TAKING EFFECT. DOMESTIC RETAIL SALES
APPEAR TO HAVE PASSED THEIR PEAK. THEY HAVE INCREASED IN REAL TERMS
gY ONLY 1.4 PERCENT FROM APRIL LAST YEAR, COMPARED TO & PERCENT 1IN
THE YEAR TO JANUARY.

RENWICK
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SOUTH AFRICAN ECONCMY: DEEBT

1. THE GOVERNOR OF THE RESERVE BANK, CERHARD DE KOCK, YESTERDAY
HE FORESAW NJ PROBLEWS WITH THE MEGOTIATION ON SO0UTH AFRICA'S

EXTERNAL DEBT WHICH WAS DUE IN THE KZXT 1& MONTHS, PROVIDED THE
BALANCE OF PAYMENTS WERE SODUND.

2. PETURNING FROM A& WORKING VISIT TO EUROPE AND THE UNITED STATES, DE
KOCK SAID ''I WORRY ABOUT A LOT OF THINGS BUT I DO NOT WORRY ALL THAT
MUCH ABOUT DEBT REPAYMENT IN 19920/91''. FODREIGN EANKERS WERE
ATTACHING ENORMOUS IMPORATNCE TO RECENT POLITICAL DEVELOPMENTS 1IN
SOUTHERN AFRICA AKD WERE NOW ABLE TO DO THINGS EOR SOUTH AFRICA WHICH
WERE MOT POSSIBLE A YEAR OR TWO AGD. WHILE THE BANKS DID NOT WANT TO
INCREASE THEIR EXPOSURE TO SOUTH AFRICA, ROLLING OVER EXISTING LOANS

WAS DIFFERENT. MANY MATURING BONDS HAL BEEN SUCCESSFULLY ROLLED OVER.
EVEN IF SOUTH AFRICA HAD TO REPAY ALL THE DEBT OUTSIDE THE STANDSTILL
NET (WHICH WILL AMOUNT UP TO DOLLARS 2.1 BILLION IN 199D) THEN IT

WOULD MANAGE TO 00 50.

3. DE KOCK'S UP-BEAT COMMENTS CAME SHORTLY AFTER THE WEWS THAT THE
CITICORP BANKK, ONE OF SOUTH AFRICA'S MAJOR EXTERNAL CREDITORS, HAD
AGREED TO RESCHEDULE DOLLARS 670 MILLION OF DEBT. THE LOANS, WHICH
HAD PREVIODUSLY BEEN HELD WITHIN THE STANDSTILL NET, WILL NOW BE
REPAYED IN 10 EQUAL HALF-YEARLY REPATMENTS FROM 1992 TO 1997. THE
RESERVE BANKX ARE BEING CAGEY ABOUT EXACTLY HOW MUCH BLOCKED DEBT HAS
HEEN CONMVERTED., BUT WE UNDERSTAND THAT AS MUCH AS DOLLARS 3 BILLION
MAY HAVE BEEN CONVERTED INTO LONG-TERH BONDS AND A FURTHER DDLLARS

500 MILLIGN INTO EQUITY.

RENWICK
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SPEAKING NOTE FOR USE WITH THE S0UTH AFRICAN AMBASSADOR

Arrests in Paris

vou will not be surpris o laatrn that the Aarrests
in Parlis on Friday, 00 af three Britons, an
american and a south african Embassy official,
ap?drently in the act oI axchanging stolen WEARONS,
has aroused the gqravest concern on fhe parf OL the

pritish Governmenc.

cir Geoffrey Howe has asked me to convey to you the

strongest protest at what, from the charges brought

by the French, appears to have been an attempt by

south African agencies to breach the UN Arms Embargo.

That would be gerious enough, hut worse, the
transaction also appears to have involved military
equipment stolen in NHorthern Ireland by Ulster
extremists. 1 note +hat the French charges include

criminal agssociation of a terrorist character.

1 have been instructed to ask you to convey to Yyour
government the British Government's strong protest at
these events, with a request that action be taken
with the appropriate agencies to ensure that there
can be no repetition and that any other similar

exercises in progress are stopped at once.
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10 DOWNING STREET

LOMDON SWIA ZAA
From the Private Seeretary

Bass NVl

PRIME MINISTER'S MEETING WITH THE SOUTH AFRICAN
FINANCE MINISTER

24 April 1989

The Prime Minister had a talk this afternocon lasting
about an hour with the South African Finance Ministar.
Mr. du Plessis was accompaniad by the South African
Ambassador.

ATmMSCOL

The Prime Minister said thare was one mattar which she
must ralse straight away, aven though she knaw it was not
Mr. du Plessis' direct responsibility, and that was South
Africa's involvement in the arms trafficking case in Paris.
We took a vary serious view of this matter and would raguire a
full explanation from the South African Govermment. Mr. du
Plessis handad over the text of a gtatement released by Pik
Botha. He added that, on a personal basis, he was vary SOLTY
that this had happened. The Prime Minister said that we would
hava to tell the press that she had raised the matter and
ctrasged the gravity of it.

Namihia

The Prime Minister said that she was gratified that South
African had kept to the terms of the Namibia Agreement,
despite SWAPOD's provocation. 8She welcomed the decision to
withdraw South African forces to their bases for 60 hours, to
give remaining SWAPD personnel an opportunity te return to
Angola and withdraw north of the 16th parallel. SWAPO's
behaviour had been stupid in the extreme, but it had been very
important that South Africa should not be the one to undermins
the authority of the Unit=d Nations. Mr. du Plessis said that
he had bean asked to express President Botha's appraciation
for the Prime Minister's help over Namibia. The South African
Government was determined to get the situation back on track.
SWAPO's behaviour had dealt a blow to negotiation politics and
that would be a problem for the South African Government
internally. People would have no confidence in any agreement
eventually reached with the ANC if thay saw the internaticnal
community let SWAFO get away with ignoring their obligations.
That was why it had been so important that the Prime Minister
had spoken out strongly. Mr. du Plessisz added that Presidant
Kuanda had told the South African Covernment that i+ had been
Precsident Mugabe who had adviszed Mujoma to carry cut the




incursions. The Prims Ministar commented that she was not
gurprised.

Situation in Seuth Africa

The Prime Minister said that she would continue to argus
that sanctions were wrong and that it would be a great mistake
to impose any additional measures when things were beginning
to go ths right way in South Africa and the Namibia Agreement
was being implemented. But the pressure for additional
measures, in particular financial sanctions, would he there.
Mr. duo Plessis would know better than anyone what the
consequences of financial sanctions would be. He was in a
position to exert leverage, by explaining thesa consagquances
fully to his colleagues in the Government. There was ne
realistic prospect of a thaw in the treatment of South Africa
interpationally unless Nelson Mandela was relesased and a start
made on negotiations. If Mandela wers to die in jail, then
South Africa would have blown it and it would be all their own
fault. But his release would open up poegibilities, provided
it was combined with some obvious movement politically. She
assumed that Mr. du Plessis and his colleagues were working on
this.

Mr. da Plessis said that elections would be held in South
Africa in mid September and would mark the transfer of power
to a new and younger generation of politicians. Mr. de Elerk
would become State President, unless something wvery strange
were To happen. De Klerk was much better aware than President

Botha of the realities of South Africa's financial position,
and understood that negotlations with black Sauth Africans

had to be underpinned by faster economic growth if they were
to have a chance of succeeding. That in turn requirsd renswed
foreign investment. Without it, South Africa would be lockad
into an everlasting stop-go economy . He had warpned Praesidant
Botha about this, but he had not seemed to comprehend.

Du Plessis continued that he had seen the papar which the
Prime Minister had handed Pik Botha on the implications of the
release of Mandela and agreed entirely with it. The Mandela
issue was being managed by a small circle in South Africa af
which he was not a member. All he could say was that he hoped
and prayed that Mandela would not die before the elections.
Unfortunately the risk of releasing him in advance of the
elections was too great. But there were good reasons to
believe that Mandela would like to come out of prison and play
a responsible role. He wanted to handle the situation himself
rather than leave it to lesser men in the ANC. Several
mambars of the present government wanted to see him come out
under well-managed circumstances. It was important to arrange
it so that moderate black leaders in South Africa got a full
share of the credit. Equally, the Government would want some
assurance from Mandela about his readiness to take part in
negotiations, even if he decided to go first te Losaka. In
short the situation was maturing, but he hoped we could avoid
giving it too high a profile in the parisd between now and the
@lections. The Prime Minister said that we had made our
position on Mandela clear and there was no need to labour it.

SECRET




Equally, the Seouth African Government must avoid tying its
hands during the election campaign. Mr. du Plessis said that
he and hia colleagues would handle the matter sensitively.

Mr. du Plessis said that he and his main colleagues
recognised that there would be a new opportunity for South
Africa after the elections, both politically and in aconomic
terms and they must make the most of it. He was preparing a
new economic programme which would bring higher growth without
the same propensity to import. BSouth Africa's most urgent
need was to get back into the international community and in
particular have an IMF facility restored. They hoped for the
United Kingom's support in this.

The Prime Minister said that the release of Mandela would
not on its own be enough to secure support for this. The
South African Government muast think out an agenda for
political progress after the elections. Du Plessis said that
he and his colleagues were working on a document, although 1E
was unlikely that they would publish it before the elections.
Their aim was to reach agreement with moderate black leaders
on a perspective for solving South Africa's problems, rather
than going for quick resulta. With that, they could begin to
change parceptions. The Prime Minister doubted whether a
perspective would be enough to unlock IMF help. It would be
necessary to start on a process of negotiation. There was
little chance of outzide help without real political progress.
Mr. do Plessis said that his strategy was to calculate the
cost to South Africa in concrete terms of failure to make
progress and to describe to his colleagues the new financial
climate into which South Africa coculd begin to move once there
was political progress. He understood that South African
could not survive in isolation from the world. Egually, once
they started to make real praogress, they would need and expect

nelp.

As the conversation ended, the Prime Minister said that
she would very much like to see Mr. de Klerk if he was able to
come to London ahead of the elections. Mr. du Plessis said
that he would pass on this invitation: he thought that
de Klerk would walcome it.

It was agreed to tell the prass that the Prima Minister
and Mr. du Flessis had discussed the way ahead in South Africa
and Mamibia and that the Prime Minister has raiged the Armscor
matter, emphasising its grawvity.

The Prime Minister found du Flessis quietly impressive
and bellieves that we should give him every encouragement.

I am copying this letter toc Alex Allan (HM Tr=sasury) and
to S5ir Robin Renpwick 1in Capetown.

!J""f""‘"_'-:' e uih"\ i
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(€. D. POWELL)

Hichard GoznayY, —
Foreign and Commonwealth Office,
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Faoreign and Commonwealth Office

London SWIA 2AH

21 April 1989

foo Clale,,

Prime Minister’s Meeting with the Scuth African
Finance Minister, 24 April

Barand du Plessis is calling on the Prime Minister at
1600 hrs on 24 April. The Foreign Secretary and Mre Chalker
will see him on 25 April. He is coming on a so-called
private visit for the sake of cover. He will also meet a
nimber of senior British businessmen and bankers at a lunch
hosted by Lloyds of London earlier on 24 April.

We expect to receive today a telegram from Sir Robin
Renwick setting the scene for Mr du Plessis’ visit.

Our interest in Mr du Plessis relates less to his
current position than to his likely influential role in a

future South African Government, following P W Botha’s
departure.

: The Prime Minister may wish to guesticn Mr du Plessis on
his view of prospects for a resumption of the reform process
in South Africa after the next general aelaction (now expected
in September), and underline the importance of further reform
measures to intermational opinion. She could impress on him
that in the absence of significant reforms pressure for more
sanctions, especially in the US and the EC, may be
uncontainable.

Sir Robin Renwick has reported that Mr du Plescis ig
personally in favour of Mr Mandelz’sz release after the next
eléctitns. The Prime Minister could emphasise the sericus
consegquences for South Africa should Mr Mandela die in jail.
It would be right to hand to Mr du Plessis a copy (enclosed)
of the agreed UK/FRGC speaking note which the Prime Minister
pazsed to Pik Botha last month, emphasising its sensitivity.

Should Mr du Plessis raise economic matters, and in
particular South Africa’s debt repayments, the Prime Minister
may like to point out that this is a matter for the banks.
The banks are watching the situation in South™ATFICEa TIdSely
including the reform process and will be influenced by thelr
assessment of Solith Africa’s future prospects. (BECGD have
gecent]y assessed the situation and are not prepared to
increase [urther cover.)

JOn
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On Hamibia, it may be a bit clearer by 24 April whether
SWAPC will withdraw their forces to South Africa’s
satisfaction. The Prime Minister could emphasise that we
have been urging on all sides the importance of SWAPDO moving
north of the sixteenth parallel in Angola so that South
African forces can go back to base guickly. We strongly
support the United Nations Plan and are urging SWAPO to
adhere to it. The South African Government must also
continue to stick to the Plan and not try to take advantage
cf SWAPO’s initial blunder. It would be a very serious step
for South Africa to stop the clock unilaterally. The fact
that it was SWAPO who orginally breached the Plan would
thereby be guickly forgotten.

I enclose a personality note on Mr du Plessis.

tji.[“hh ..U.J--l-._.-’1

Wokan b vl

(R H T Gozney) /
Private Secretary

C I Powell Esg
P5/10 Downing Street
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AGREED UFK-FRG RESPONSE TO POSSIBLE RELEASE OF
NELSON MANDELA

- We believe that Mandela’s release is in South Africa‘’s
own interests.,

- In our assessment it would create a new and improved
climate of benefit to South Africa internally and in her
relations with the outside world.

= It would also reinforce our joint stand against
sanctions and other restrictive measures.

- And it would make it easier for us to play a helpful
role over the problems facing South Africa in its

dealings with the banks over bearer bonds.

-~ Looked at realistically it would not on its own lead to

the dismantling of any sanctlons.

- But if the South African Goverrmment were to build on
Mandela’s release to launch a dialogue between all
political groups in South Africa, we would then see what
could be done to meet South Africa’s concerns on

sanctions (although we could not give advance assurances

affecting others).

SECRET AND PERSONAL
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U FLESS5IS, BAREND JACOBUS

Ministear of Finance. MF for Florida, Transvaal.

Born 1940 in Jchanneshurg. Obtained a BSc and trained as a
teacher at Potchefstroom. Taught science for one year.
Worked for the SABC (1962-68) and IBM (1968-74) including
training at IBM Graduate School of Banking, Princetnn, USA.
1972 elected to Roodeport Town Council: Haynr 1974. FElected
MF for Florida 1974. Appointed Deputy Minister of Foreign
Affairs 1982¢ Minister of Education and Training in 19832

led moves to remove discriminatory employment practices in
hise Department. Appointed to current post in 1984.

On tha board of various companies and involved with
different religious and cultural organisations. A fregquent
traveller abroad. Category I wvisiter in 1981.

Ambitious, able and modern-minded. A rising star in the
Haticnal Party who has impreved his competence as Finance
Minister, initiated privatisation and is tipped as an
eventual leader of his party. Came a very close second to
F W de Klerk in the party leadership election of

February 1589.

Wife Antoinette attractive and intelligent. Eeen on

hunting. Three sons, one daughter.

A11ADN
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PRIME MINISTER

MEETING WITH THE SOUTH AFRICAN FINANCE MINISTER: 24 APRIL

¥You are to see Mr. du Plessis, the Bouth African Prnance
Minliaster, on Monday afternoon. We shall announce the meeting
only after it has taken plaéﬁ.

¥You will find a note by the FCO in the folder and, more

importantly; a background telegram from Sir Robin Renwick.

B e — = —

The objective of the meeting is two-fold: to give du Plassis -

i

who 18 bound to be an influential figure in any future Scuth
African governmant - the feeling that he has a friend to whom

he can talk in London: but at the same time to leave him in no
doubt of the necessity of further and early steps in the

reform progess, in particular the release of Mandela and the

e

opening of negotiations with black South Africans.

— —_ = _—= o —

e

hs Finance Minister, du Plessis has a much better
understanding than mest South African politicians of the risks

=R R

tE South Africa's future from failure to attract capital from

Eatsiﬂe. ¥ou want to bring home to him the degree to which

political reform will help release the flow of inward

— ——

T A TN e
investment once again. In that context; you might hand over

e Sm——

the note which we sent to President Botha, responding to his
guestion about what Britain and Germany would do if Mandela

were released.

You will alsc want to bring home to him the likelihood of

further pressure from the United States and tﬁé Commonweaalth

for sanctions. We can only successfully head this off - and

keep the Germans with us if the South Africans

— — =g
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take further steps on reform, and

abide strictly by the terms of the Mamibia

agraemant.

On Mamibia, you can congratulate the South African government

on their performance 30 far in abiding by the Agreement and 1in
rcchatt e
particular their decisicn to withdrgy_ﬁmnth Africam forces

Erom the wiclnity of the assembly points for sixty hours to

enable SWAPO to pall out their ;EMaininq forces. It is wvital
thaE South Africa should continué €0 be the party which
obierves the Agresment, and SWAPD the duEauLLerS:

e ————
You will also want to say that you would welcome the chance to

sea Mr. de Klerk if he is able to visit London privately in

Juna, beforse the South African election campaign starts: and

you Aare determined to maintain contact with the new government
after the elections, provided they are prepared to take

further ateps towards reform.

=i

(C.D. POWELL]

21 April 1989

DAY ACH
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FM CRAFE TOWN EMEASSY
TO MMEDWATE FCO
TELND 24&

OF 2016007 APRIL

MY TTELNO 219: WiSHT OF BAREND DU PLESSHS

1. BAREND DU PLESSHSE CAME TD LUNCH TODAY. HE 45 LOOKANG FORWARD TO
HES MEETWHG WHTH THE PRMME MINASTER ON 24 APRIL AND WHTH YOU DM THE
FOLLOWBNG TAY, HE ATTACHES A LOT OF #MPORTANCE ON THOSE MEETINGS,

£. HE BELOMGS TO THE HEH GENERATTON OF MATHONAL FARTY LEADERS (af

YEARS OLD, WORKED FOR A TAME WiTH [BM AND STUDFED BRIEFLY AT
PRMCETON ). HE ¢S MODERN=-MINDED aND HAS FEW OF THE ADEQLODGHCAL
HANG-UPS OF WS PREDECESSORS, AS FINANCE MINMSTER HE HAS GROWN AN
AUTHORATY OVER THE PAST FOUR YEARS. HE WAS PREVHOUSLY DEPUTY MINPSTER

FOR FOREWGN AFFAMRS,

J« I THE RECEWT LEADESH#® ELECTION HE FAMLED BY ONLY SEX YOTES TO
DEFEAT F W DE MLERK, THE PARTY SAINCE THE ELECTHMON HAES fHLL|r “EEHIND
DE KLERK AND DU PLESS#S #8 UMLAKELY TO CHALLEMGE WM AFTER THE
ELECTAONS M SEPTEMBER ., HE WiLL, HOWEVER, THEN CLEARLY BE THE SECOND
MOST GNFLUENTWAL MEMBER OF THE GOVERNMENT, PROBABLY STALL N H4S
PRESENT PORTFOLAO,

8, DU PLESSIS XNOWS THAT THE DERT CR4SIS OF 1985 MARKED A FUMDAMEMTAL
TURNANG POWNT FOR SOUTH AFRUCA. AFTER THE DISTRUBANCES OF 1984-58
THERE HAS BEEN A BETTER ECONOMAC PERFORMANCE WATH A 2.5 PERCENT

tNCREASE W GDP 4N 1987 AND 3 PERCENT ‘W 1988, THOSE TINCREASES ARE

PRODABLY UNDER-MEASURED AS A RESULT OF THE CXPANSION OF THE AFORMAL

SECTOR TO WHICH, THROUGH DE-REGULATHON, DU PLESS®S HAS CONTRIBUTED,

BUT GRDWTH EYEN AT TH#S RATE 4& NOT ﬂunnthn“LE WETHOUT AN BRFLOW OF
——— — - =

CAPSTAL. ACTHON HAS HAD TO BE TAKEN TD COOL DOWN THE ECONOMY BT THE

— ———

—————— 2
GROWTH 4N DOMESTWC DEMAND SUCKED N MMPODRTS ANMD THE RESERVES ARE

UNGOMFORTABLY LOW,. THE PRIME LEND®™G RATE HAS BEEN R&ISED To 19

PERCENT ., BOUTH AFRACA HAS TO BUN & LI P'F Tﬂn" SURPLUS TO FAnNANCE
PEBT REPAYMENTS AMND THE CAPOTAL DUTFLOW. 2




%

D. D PLESSMS 5 ADAMANMT THAT SOUTH AFRACA WiLL HONOUR TS DEBRTS . IF
NECESSARY, TO PROTECT THE BALANCE OF PAYMENTS THEY WOULD HAYE T0
CONSHDER ANTRODUCHNG MORE DWRECT MPORT CONTROLS, BUT DU PLERSHS COLES
NOT WANT TO GO TOWN THAT ROAD, HE HAS FOUGHT A h:r|L5 OF BATTLES.TO
HOLD DOWN GOVERNMENT EXPENDWTURE , THOUGH HE WAS UNABLE TO PREVENT A
fHPﬁThthﬂL I%EP:hqf BEING ﬁtﬁEl 10 T*E HORDE 5 ﬂf-f1“]L SERVANTS Fﬁﬂ
ELECTORAL REASONS LAST YEAR. HE HAS JUST PUSHED THROUGH A PRETTY
TOUGH BUDGET FOR AN ELECTHON YEAR.

6. WFTHIN THE NEXT YEAR SOUTH AFRICA wWLL HAVE TO REACH A FURTHER
AGREEMENT wWiTH #T5 CREDWTORS. HALF THE COUNTRY'S DOLLARE 22 E}LL!EE
DEBT #5 HELD WFTH4N A iTnnﬁRflLL NET. UNDER THE PRESENT AGREEMENT
SOUTH AFRICA 45 COMMITTED TOD PATAMG ANTEREST ON DERT WHTHIN THE NET
PLUS REPAYMENT OF THE CAPATAL AT THREE PERCENT PER ANNUM. DECAUSE OF
THE 1990-92 BULGE CAUSED BY THE REPAYMENT OF BEARER Fﬂﬂ" DUTSHIE THE
HET SOUTH AFR4CA WHLL MEED SOME PEACTICAL PFLF FPP“ ThE wn{;E_FT_'
SMOOTHMNG OUT PAYMENTS oN THAT PERHOD, AS WELL AS THE REMEWAL QOF THE
 XASTHNG AGREEMENT, THEREAFTER THE DEBT PROBLEM SHOULD BE REDUCED TO
Mnuq.ta=1a “Ft 1ﬁ*]ﬂhd AS SOUTH AFRRCA , WIRTUALLY ALONE AMDNG
FE¥LI“T1NH COUNTRBES , HAS REPAND A ﬁhﬂﬂ*Athnl AMOUNT OF CAPATAL

(UOLLARS 540 BJLLMON OVER THE FﬂHT FOUR ?LEPE;.

T. DU PLESSIS SAMD THRAT HE REALAMSED THAT SOUTH AFRSCA COULD NWOT
PROSPER WHTHOUT REGAINING ACCESS TO EXTERMAL CAPTIAL. THE WABIMLATY
70 D0 S0 WAS LEADMNG TO CUT-BACKS N tF;Ij&H'HPF ON BLACK EDUCATHONR
AND HDUSHNG, " hap Mgl
Ali b

B, W EAID THAT AT PRESENT WE HAD TO SPEND OUR TAME FAGHTING MAdMLY
DEFENSAVYE BATTLES AGAQNST FURTHER SANCTHONS. THE MWEwW GOVERNMENT AND
LEADERSHIFP WOULD HAVE A PERSOD OF OPPORTUNSTY AFTER THE ELECTIONE

EPTEMBER . T WAS AMPORTANT THAT THMS SHOULD NOT BE WASTED AS,
OTHERWHSE , SOUTH AFRUCA WOULD TASND WTSELF AMCREASIMELY MSOLATED.
REAL DthﬁF% WAS NDT REVOLUTHDON BUT A SLOW tc?unh1£ énEw:Fﬁhlna_
IRRESPECTIVE OF THE ATTHTUDE OF SOVERNEMNTS, FANKERS AND MAJDR
PNDUSTR AL HOUSES ABROAD wouLr ﬂil INVEST NEW CAPFTAL 'tN SOUTH AFRICA
UMLESS THEY WERE CONWINCED THAT THE SOUTH AFRWMCAN GOVERMMENT HAD A
PLAN TO DEAL WATH THE COUNTRY'S PROELEMS wHYCH HAD SOME CHAnCE OF
SUCCESES AND THAT PROGRESS WOULD BE MADE WATH NEGOTHATHONS .




9. DU PLESSS SAND THAT HE WANTED TO SEE A NEW WPETUS GaNEN TO
INTERNAL CHANGE, AT THE SAME ToME OFDER WAD TOD BE H{1MTﬁrnEb, ’T WAS
THE DIETURBANCES FROM ‘i“n ON THAT HAD TRIGGEREED THEIEL1EHT OF
CAPATAL, HE HOPES THAT, ﬁFTER THE ELECTHONS, T wiLL BE POSSHELE TO
MAKE PROBRESS WiTH NEﬁDTTATTDﬂP WITH BLACK LEADERS,| ESPECHALLY
PHTHELETI] BUT ON THE BASIS OF POMER-SHARING AND CERTAMNLY NOT A
TRANSFER OF POWER,. LIKE EVERY OTHESR ﬂa?|ﬁunL PARTY MMISTER AND THE
Lhﬁﬁﬁ MAJORSTY OF THE WWETE ELECTOR ATE, HE WILL PESIST NEGOTHATHONS f
WwHTH THE ANC UNLESS THEY COMMIT TH:*uELhE% TO CEAGE VHOLENCE.

e ———

10, THE PRAME MARPETER MAY wiSH TO TELL DU PLESSHS THAT AT THE
COMMONWE ALTH CONFERENCE WM KUALA LUMPUR THE CANADRBANS , AUSTRALMANS
AND NEW TEALANDERS ARE LMEELY TO BE PRESSING FOR FUPTHER FANANC AL
SANCTIONS, #E NO ROLLAWG OVER OF THE DEBTS AND THE DENSAL OF EXPORT
CRED¥TS. WE, OF COURSE, WiLL OPPOSE THAT (A REFUSAL BY THE BANMKS TO
EXTEND THE PRESENT ARRANGEMENTS WOULD RESULT M A DEFAULT, ENTAM NG

THE LOSS OF OUR ONVISHBLE EARMINGS AND VORTUALLY ALL EXTERNAL

WWFLUENCE MERE), BUT SOUTH AFRMCA®S PROSPECTS WiLL DEPEND WOT ONLY ON
WHAT WE DO, BUT ALSO ON WHAT OUR KEY ALLWES DO, WE HAVE TO FAGHT MORE
ﬁhTTth THAN THE SOUTH AFRICANE REALUSE TD KEEP THE US ADMANKSTRATHON

FIRH L thiT fHHTHrF Lrifﬁ"ﬁlﬁhnL ru-'?"r"-“ AND TD fnﬂﬁﬂf THAT KDHL

rrEf NOT :rvt WAY TO GENSCHER. OUR ABALATY TG FAGMT OFF FURTHER

—
HﬁHCTﬂﬂHﬁ AND if PHEQLF[E 10 LHEHQt THE CliATE ﬁ“ FAR AR q” JTH
AFRHCA NS CﬂHﬂEﬂFEﬂ WL L EEFLLT ON (A} SOUTH AFR fh kﬁHTIRHi'r T
HONOUR 4TS OBLAGATHONS UNDER THE NAMSDPA SETTLEMENT WHICH, DESPHTE
THE SWAPO WIOLATHONS, 50 FAR &T MAS BEEN DOINGs BUT ALSO (By REAL

MOVES AFTER THE ELECTHONS TO GET NEGOTAATHON UNDER wWAY. -

— i —r =

11. ON (M) DU PLESSHS 6 WORRMED ABOUT DEVELOPMENTS BEGAUSE OF THE
MEACT {ﬂ'.lir‘lJ & HBE '||-h""!"..:ll]'-' 15 HAVHNG ON THE WHETE ELECTORATE HERE. THE
SOUTH AFRILANS TH"UF'HT THEY HAD REACHED AM AGREEMENT WHSCH WDULD LEAD
TO A RESOLUTHTON OF THE PROBLEM. HE WAS "Jl'-l'l"'l;'r'l'iL :HF:' THE SUPPORT THEY
MAD RECEWVED FROM US. F 5




12. THE PRWME MINISTER WHLL WANT TO EMPHASYSE THAT WE DD NOT BELMEVE
THAT (B) WiLL BE POSSPBLE WHTHOUT THE RELEASE OF MANDELA., FOTHELEZ
HAS MADE CLEAR THAT, WHILE Hlﬁ,ru&i¥]nn S VERY DUFFERENMT, HE CANNOT
NEGOTHATE WHPLE MANDELA REMAINS PN JAKL. OF COURSE THERE ARE R
ASSOCHEATED WATH RELEASHNG MANDELA, BUT F HE 95 NOT RELEASED,
VHTERNATHONAL CAMPAITGN AGAIRST SOUTH AFRACA wiLL CONTWNUE ANI
IHTE!ﬂi:#?; W HE -E;Eﬁ ]r; FIRESON, THE DAMAGE wWOUuLD BE WRREVERSHELE,
KLERK HAS TALKED OF THE MEED FOR NEGOTHATAONS DN A MEW CONSTAHTUTAON,
i SUCH NEGOTHATHONS WERE OFFEREED WITHOUT PRE-COMDATIONS, THAT COuLD

HELP TRANSFORM THE SITUATAHON . e

THE

—

13. DU PLESSIS & MORE ADVANCED ‘N H4E THINWPNG THAN DE HLERK ., HE 45

WELL AWARE THAT SOUTH AFRMCA CAMNOT PROSPER 4N A STATE OF SEIGE. HE
¥ CONMCERMED TO Bt ASSURED THAT §F THE NEW LEADERSHIP CAN NERVE

THEMSELVES TO TAXE POSATIWE STEPS, wE wiLL RESPOND, DU PLESSIS DOES
HﬂT APPEAR TO HAVE RECEWVED THE PAPER THE PRIME MINASTER GAVE TO PIx
“HTHA CAND % RECCMMEND THAT A COPY SHOULD BE MANDED TO HM, MAKING

LLELP THAT THES & BEANE DONE ALSO w0TH THE AUTHORATY OF CHANCELLOR

KOHL .

14, THE PRAME MENISTER MAY WISH TO ADD THAT SHE wOULD WELCOME THE

CHANCE TO SEE DE KLERK @F WE A% aBLE TO vrSAT LONDON PROVATELY

JUNE ; %Frmpf Tﬂr ELECTHON CAMPRFGN GETS UNDER WAY. THEREAFT

SHOULD Lﬁvn FORWARD TO FURTHER CONTACT wWiTH THE SOUTH AFRICAN
GOVERNMENT AFTER THE ELECTMONS, THE MEW GOVERMMENT WiLL HAVE A wiNDOW
OF OPPORTUNATY . AT 48 HMPORTANT THAT THE OPPORTUMETIES WHICH wWilLL y
THEN BE OPENED UP SHOULD WOT BE LDBT, AS THEY ARE UNL#XELY TQ OCCUR

AG ABN

15. FCO PLEASE ADVANCE TO NO 10 DOWNING ST.

REMW DK




10 DOWNING STREET
LONDON SWIA 244

From the Private Seeretary 23 March 198%

VISIT OF SOUTH AFRICAN FINANCE
MINISTER

I have seen Echin Eenwlick's telegram
saying that du Plessis cannot come on 10 April
after all. The Prime Minister could see
him on 24 April at 1600. I should be grateful
if this could be conveyed to du Plessis.

(C. D. POWELL)

Richard Gozney, E&Sg.,
Foreign and Commonwealth Office.
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DEPARTMENT OF TRADE 1 VIOCTORIA STREET LONDON 6%W1lH CET Telephone Od-215 TETT

CONFIDENTIAL

From ihe Secretary of Siale /,2 ﬂiﬁ;ét{;

Y
Ian Ellison Eag # I f
Private Scoretary = | ﬂJ{
Secretary of Staete for lndustry " %f
Ashdown House e 7
123 Victoria Streef

Sl | L.0ctober 1979

T

SOUTH AFRICH

I attach a note of a meeting which my Secretary of State had with
the South African Minigter of Finance yesterday. Officials in
ECGD and the Department of Trade have subsequently had a further
meeting with Hill Samuel (South Africa and UK) to clarify certain
points.

Clearly the South African approach raises important issues; and

at the same time the Bouth Africans are pressing for urgent
decisions. Roy Willisms (Under-Secrebtary CRES) proposes to invite
representatives of relevant departments here early next wesk to
discuss our attitude to the proposed "macro-credit": in particular,
should we offer to negotiate this, aspnd if so, what degree of
conmitment over business for UK suppliers should we demsnd in
return?

Meanwhile ECGD will be processing the partieular ecredit applicatiocns
for the power stations in the ususl way.

Copies of this letter go to Tim Lenkester ﬂﬁﬂ “0), George Walden
(FCO), Martin Hasll {Treasury) and Martin Vile (Cabinat Office).

Private Secretary
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.~~~ SECEETARY'OF STATE FOR IRALE OFFICE MINUTE NO: \S92/79

HOTE OF THE SECRETARY OF STATE'S MESRTING WITH THE S0UTH AFRICAN MINISTE:

OF PLRANCE IN ROOM 801 4 VICTORIA STRERT ON THURSDAY 41 OCTORER

B it

Pregsent: GSeeretary of State
Mr Williams
Mr Cotterill
Br Collins
Bsnator Horwood South African Minister of Finance
Dr Burger Gouth African Eobassy, London
Botha ?

: F Lk B 1= =, !.'-: A ri
Mr-van Huystes) H % gauel . South Afrieca

The meeting was held at the request of Sen. Horwood who had originally
asked for a meeting with the Chancellor of the Exchequer and the
Becratary of State tojdiscuss .a . lins of credit to the South African
Government to cover major export orders.

2. ' Ben Horwood began by expressing his sppreciation of the arrangemsnts
mada at short notice for the meeting. He explained that he was keen

to arrange a "macro-credit line" with the UK Government for two

reasons. Firstly, there were a number of major projects in South
Africa which would initially amount to &1 billion but more was in
prospect over the next 5-10 years. Secondly, South Afrieca had close
conbact with British financial ingtitotions and manufacturers but they
wers conscious that world competition was in danger of reducing the
excent of businaess placed in the UE. His propossls coversad the
following main points:

i) the ordering pericd should be 36 months rather than the
24 months which ECGD normally considered appropriate;

ii) no commitment commission should be payable until an opder
was placed;

the credil period from commissioning should be 8-81 years
or possibly a similar period beginning six months after
the commi=zsioning. The five year psriod which ECGD
regarded as normal was being regularly bettered elsewhere;

iv) the interest rate was currently 71%.and he was not

suggesting that this could be easily negotisted further, but
he would like re-examination of the premium to be paid.

3« Mr Sotha went on to expand on this point. On the ordering period
he said that the longer term would allow — particulerly in the case af
lJocomotive orders - the credit to be established on a project basis,
which would enhance the chances of orders being placed im Britain.

Ihe point had been instrumental in losing two earlier orders to the
Japansse and the Germans {althuugh cost eacaletion was another factor
involved, which could now be worked out with ECGD). Mr 2

added two other points which he would like to be considersd in this
case:
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the norm for the amount covered was B80%, whareas it was
suggested that 835k coversge should be arranged:

ECGD have allowed 9.2% of local construction for major
turbine contracts whereas other countries were allowing
up to 11%.

4. Ben Horwood emphasised thal all these points had been offered by
other countries and he thought that they were Jjustiried since South
Africa was an area which was far more stable than might be susgested
in the media. -

5. The Secretary of State said that he was conesrned that the UK
should not sxtend the frontiers of the eredit race. The UK was always
willing tio provide ‘ssanel tawwn +a thage affersd by other ecuntries buot
we could nol consider being the [irst to advance beyond (hasensus
rates. The UE had nothing to gain by taking the lead on credit terms
since other countries were prepared to devote greater resources to
subsidising credit. On the other hand, he was concerned at the
suggestion that the UK wes losing orders because we could not offer
competitive finance. ‘He was certein that we could move very fast on
@ matching basis (as well as making protests where the (pnsensus was
broken), but he also agreed that the UK should not always be lagging
behind if this resulted in the loss of a deal. Mr Cotterill confirmed
that most of the points which had been mertioned by Sen Harwood and
Ir Botha were negotiable, but he doubted whether terms of 7% would be
obtainable for a period above 5 years and 7% was more likely.

©. The Secretary of State asked why the South Africans weTe locking
for & "mecro-credit line". He said that since teking office the
Government had treated all applicants for credit on the ssme basis.
He was personally not in favour of credit agreements such as that whiech
Sir Harold Wilson had negotiated with the USSR: 4in that case the
agreement had proved fairly meaningless, with hardly anything being
taken up for five years. He was not therefore in favour of political
gestures but he would certainly look with an open mind on a line of
credit if it wes attached to specific orders. Mr Boths said ! at
there were three major projects in view. Escon were planning two
powar stations; there was a major order for locomotive and electrical
equipnment; the cther project was for TV equipment. Two further
major contracts would be considered later which could use British
equipment. Mr wan Huyste seid that in connection with the SASOL
project (for converting coal to liguid fuel) the UK had a £15 million
line of credit whieh was negligible in the total sum. In the new
projects he did not wish to see the UK loss out when it was known
that British manufacturers were suitable. Ir Botha ssid that he
could not give a commitment that the orders orld be placed in the UK
but he disclosed that they were considering ajpré-emptive bid for one
of the power stations. This would involve convincing four Departments
of State that a closed tender was in the nationmal interest, both in
general terms snd on the basis of the delivery of the product. If
this pre-emptive bid failed, the project would be submitted to open
tender and he doubted whether the UK would obtain more than a share
of the sub-power stations. The concept of a "macro-credit line™ was
Lo present a total packsge covering contract price and finance.

Sen Horwood added that big financing was essentisl for South Africa
at the moment; BSASOL II was costing 3,800m rand and a third JAS0L
project would cost 3,500m rand. He said that the assumption was, on
the projects under discussion, that, if all other things were equal,
orders would be placed in the UK.
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7. 1In conclusion, the Eucretarg of

represantatives should discuss in m

line of credit with ECQGD. His apprc

what was the TUE beneflt from suchk & prog ’.T.'i‘lcre WES o r:-::lJ. %
putting forward better terms than onr ¢ T offered since
wouwld SL“*lj ba matched, but preparins onfirming that
UK could equal terms already offered __seﬂhévﬁ was a possibility.
Africapn approach was similarly

Sen Horwood agreed that the South
commercial and not political.

a1

5 HAMPEON

Pa/S08 /TRATE

Rm 805 V/S

11. Qctobar 1979 oc BSMeS(T)
PS/Secretary
Mr Enighton
Mr Taylor - ECGD
Mr Williams - CHES
Mr Cotterill - ECGD
Mr Collins - CHES
Mr Garrod
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Foreign and Commonwealth Office

London SWIA 2AH

b
99 June 1978 (

1jhns fﬂnﬂhﬂ,

South African Finance Minjster

Thank you for your letter of 18 June about the forth-
coming visit of Senator Horwood.

The Foreign and Commonwealth Secretary is content that
the Chancellor of the Excheguer should see Senator Horwood
and that he should accept the South African Ambassador's
dinner invitation if he is so inclined. There does nol
however seem any need to recommend that the Prime Minister
should receive Senator Horwoed. 1 enclose a copy of a Note
from the Scouth African Embassy with details of the eofficials
who will accompany Senator Horwood,

1 am copylng this to Mike Pattison at No 10.

?{ﬂwa el

(P Lever)
Private Secretary

M A Hzll Esg

Private Secretary Lo Lhe
Chancellor of the Exchequer

Treasury Chambers

Parliament St

London SWI1P 3AG

RESTRICTED




UK/7/9/21/2

The Ambassador of the Hepublic of South Africa presents
his compliments to Her Majesly's Principal Secretary of
State for Foreipn and Commonwealth Affairs and has the
honour to inform him that the South African Minister of
Finance, Senator The Honourable O.FP.F. Horwood intends
visiting the United Kingdom over the period 11 to 14 July
1979.

The following officials from the Department of Finance
and the Scuth African Reserve Bank will be accompanying

Senator Horwood:

{a) Dr G.FP.C: de Eock
Special Economic Adviser to
the Minieter

(k) Dr J.H. de Loor
Secretary for Finance

{e) Mr A.H. Peacey
Deputy Dirsctor,
Department of Finance

Assistant Frivete Secretary
to the Mipnister

The purpose of the Minister's visit i=s to renew and
coneEclidate contacte.

The Ambassador of the Hepubliec of South Afriea avails
himself of this opportunity to remew to Her Majesty's
Principal Secretary of State for Foreign and Commonwealth
Affairs the assurance of his highest consideration.

LL cLoeT

LONDON WCZEN 5DP
19 June 1979




Treasury Chambers, Parliament Street, SWIP 3AG

=233 3000
19¢h June, 1970

SOUTH AFRICAN FINANCE MINISTER

¥ou kKnow, Senetor Horwood, the 3outh African
will be in London from 211714 July. He will
1 the Seeretary for Finance and Lhe Deputy
n'\-- -
Governor of » Heserve Bank. We are arranging for Senator

Horwood %o make a call on the Chancellor

We also understand that Senator Horwood has requested
28 call on the Prime Mindister. It strikes us thersfore, that
it may be over-egging the puc H—IIF’ iI' the Chancellor were to
accept a dinner invitation from the Socuth African Ambaseador
in honour of 3enator Horweod, huhpdujhd For 120 Julys s I
snould be grateful for your advice on this latter peint.

I am copying this letter to Bryan Cartledge in No. 10,

{M.A. HALL)
Private Becretary

| L ] s " -
T Wall g -.':_| ooy
o

Private Segre CAry,
Foreign & Commonwealth Offiee
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