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THE STRUGGLE FOR GENUINE AND LASTING DEMOCRACY
IN SOUTH AFRICA

A SPEECH BY MR J H STE¥YM, CHAIRMAN OF THE URBAN FOUNDATION,
AT THE ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS, CHATHAM
HOUSE ON WEDNESDAY, 2 MAY, 1990

There has long been a debate inside and outside South Africa
about the relative prioricies of gseocic-economice and political
reform. One viewpont, reminiscent of the anti-colenial cry
"give us first the political kingdem”, is that political
power to the majority in Socuth Afrieca is the esszential levar
to pry loose the structuras of political and economic
privilege enjoved by whites. Another view, egually firmly
held but by different South Africans, is that a political
settlement 15 well-nigh impessible before =ocio-economic
inequalities have been reduced sufficiently to create a basis
for some common political values. One of South Africa's
famous economists, the late Professor Jill Hattrass, argued
persuasively, for example, that the EwaZulu-Natal Indaba
Proposals for a reunited, non-raclal Natal were severely
prejudiced by the huge inegualities in educational provision,
income, access to land and other resgurces in that region.

A different argument, and one made particularly persuasively
by the well-known analyst and senier executive, Michael
Q'Dowd, was that a sufficient periocd of modarn econcmic
growth in South Africa would releasa pressure and forces
leading to the emergence of political demccracy, as it has
done in so many democracies in the Western world. In a sense
this view would also give priority te the socio-economic
dimensions of change.




As with most debates in the social and economic sciences, all
these views have merit. 1In the past these arguments were
largely academic; neither political empowerment of the black

majority nor massive socio-economle upliftment was on the

dgenda. Today, however, these theories are directly relevant
to a vary exciting but alsc very stressful new phase in our
politics.

Since Mr F W de Klerk released Mr Neleon Mandela, unbanned
the ANC, the PAC and the SA Communist Party, and in these and
other ways initiated a eclimate for negotiation, the political
dimensions and the economic implications of political change
have deminated the minds of decision-makers. Academic
theories about which should come first have been dramatically
conflated. It has become clear that economic and political
restructuring have to cccur simultaneously. However, these
two dimensions are complicating each other very
significantly.

Political settlement, broadly defined, is our current
national cbhjective. However, the economic priorities of the
major parties, as these are articulated, appear to be hugely
polarised. They are, therefore, placing the prospect of a
palitical settlement at risk.

To make matters worse, the conflicting economlec ocbjectives
are all understandable. Indeed, they reflect wvalid
viewpoints and are politically appropriate under the
circumstances. Black political leadership is faced with the
fact that the constituency it intends to represent is
relatively very poor, has limited resources in land, is
burdened by a massive housing shortage and is educationally
disadvantaged. For them politics has to be about economics
and wealth redistribution. Thus the ANC's insistence that
nationalizsation of the mines and majcr industry mu=st remain
o the agenda 1s one example. This call, vhich may well
have shaken the confidence of some investors, is often
interpreted as only being early rhetorical positioning. Yet
it reflects the political pressures generated inside this
organisation,




On the other side, the new ecanomic policies of government,

which for the first time in 40 years broadly coincide with
grawth needs in the private sector, are egqually compelling.
In order to lower taxes to stimulate investment and
productivity, central government spending is being curbed,
Money supply is on a tight rein, with high interest rates
directed at combating inflation. Privatisation iz planned
for various state enterprises. Deregulation is proceeding.
In these and various other ways, sericus attempts are being
made to create conditions under which the economy can return
to rates of growth above 4 and 5 per cent - the minimum level
needed to absorb new entrants into the labour market.

Business confidence, as a result, is fairly buovant despite
the present cyclical downswing. Indeed, in many ways South
Africa is beginning to follow the figurative IMF handbook on
how to re-stimulate development. The bitter irony., however,
is the fact that immediate welfare needs among blacks cannot
be assuaged by medium-term growth-orlentated economics.
Hence, we have calls from the trade unions and majority-based
movenents for more government intervention, possible
nationalisation or even a command economy. Many South
Africans who have agitated for fundamental change but who
balieve in economic freedom, are in a orisis of consclance.
Worse still, the requirements of a political settlament are
made hugely more complex by the aconomic conflict. ©Our lack
of sarious attention to black sccio-economic development in

the past has come home to roost with a vengeance.

Tha gravity of the situation is demonstrated by the arguments
now heard. Some resurrect the contention that South Africa
iz not ready for a political settlement. Others, in defiance
of the clear lessons from the Eastern Eurcopean economic
eXperience, still argue that only socialism, or a system like
it, can achieve the required economic justice. This approcach
is unacceptable, indeed it is non-negotiable, not only for
government, but for the overwhelming majority of haves - both
black and white - in South Africa. It is becoming very clear
how closely general welfare and democracy are interlinked.
The failure of democracy in so many Third World countries is
crystal clear testimony in this respect.




South Africa hasz the enormous benefit of the facst that
despite the aspirations of some countries a solution cannot
be imposed from outside. While I fully understand the
motivations of Western governments in intervening to resolve
the lingering crises in Zimbabwe and in Namibia, in both
these cases there was a less fundamental accountability,
albeit in differing degrees, for the guality of the cutcome
as far as development, welfare and the maintenance of
democratic practices were concerned.

Let me add immediately that the situation in Namibia holds
promlise. Indeed, there appears to have been an excellent
start with a democratic constitution accepted by all

parties. WNamibia, however, had the benefit of a buffer
period of rule by a multi-racial internal coalition, the DTa,
and the war was, in an immediate sense, external to the major
developed areas of that country. Hence the population had
not become radicalised by widespread internal struggle.
SWAPD has not had to face highly mobilised internal eivilian
constituencies and respond to well rehearsed demand=. The
point is that the nature of the settlement and the

arrangements made for the country's transitisn by the

external powers did not have to exhibit scrupulous concern
about the constitution and the orientations of the government
which was to follow the constitution. The country's anormous
dependency on South Africa has, of course, been another
factor which has buffered the system against political and
economic experimentation with policies with a high symbolic
and radical appeal.

Zimbabwe and, much earlier, Zambia better illustrate the
dangers of rapid crisis resclution by axtarnal powers. This
statement does scant justice to the enormous commitment of
the United Kingdom in particular, in seeing the Lancaster
House Agreement through to a conclusion. I would
navertheless suggest that there 1s a lesson for us all to
learn.




Zimbabwe emerged after Lancaster House with problems such as
rural landlessness, a surplus of inapprepriately prepared
school-leavars and high expectaticns, which made a particular
type of political articulation almost inevitable. The
government had teo talk of redress. It had teo make some
gestures towards nationalisation and it also found itself
under threat of regional dissidence. Tao many skilled whites
left the country and regional constltuency leadership in the
Wesat of the country initially had no tole except that of
spolling tactics. Under these circumstances, who could
expect investment capital to flow into the country? Worse
still, will democracy survive? The unusually low poll for a
young democracy - some 50 per cent in the recent elections -
is not at all encouraging. Democracy reguires so much more
than giving everyone the vote. It is a necessary but
insufficient conditien.

I am convinced that we in South Africa, despite the fact that
we have delayed the process far too long, can avoid some of
the pitfalle. This is not to say that our probleme are less
complex. 1Indeed, they are not. One reason why we can do so
is that our settlement will not be externally imposed. The
major actors in South Africa are going to be involved in
producing a settlement and we will have to live with it.

There is, however, a concern in South Africa that the
negotiation process will lead to a political system, at least
in the interim, in which the privileges of the white minority
will be entrenched by group protection of & kind which will
over-represent white interests as a race group. If this were
to oceur, it would indeed be a form of rearquard defence of
political apartheid and it will certainly create as much
conflict as it protects minority interests,

Happily, however, there are clear signs that there is a move

away from thinking about race groups as the focus of

protection in a new consitution. There is a new emphasis on

gquality of government as a goal. This is more important




h.

. than group protection in the narrow sense. This argument is

expounding the need for what is termed "balance in
government"” without there having to be a racially segregated
form of participation as the basis of the constitution. The
often articulated commitment to non-racial democracy from
leaders of the black communities is egually encouraging.
Howeve, the need to give content to the concepts comprising
the phrases "protection of minorities" and "non-racial
democracy" is urgently necessary.

A stage wlll nevertheless be reached, guite scon perhaps, at
which constitutional proposals of government will be depicted
by eritics as political apartheid in a new form. The debate
about this will be prominent in the United Kingdom, as it
will be in the United States and Europe. Indeed, it has
galready started.

Because this debate will be emotional and the various
viewpoints liable to misinterpretation, I would like to
articulate an observer's objective viewpoint. I do =so as
much to encourage new thinking in government as I am
responding to their opposition. This position is the
following.

The new constitution should not be constructed so as to
entrench the specific interests of whites. MNelither should it
protact any category of the populaticn formally defined in
racial terms. If, however, the constitution negotiated can,
without reducing the impact of majority choice or the wvalue
of votes:

(%) make provision for the effective participation of all

significant interest groups irrespective of race; and

create a situation in which all talent and leadership
resgurces can work together in solving our problems
of development; and

effectively protect individual rights, eg through a
bill of rights -




We can have goed government because the essential checks and
balances generated by such provisions will halp 1o ensure
that whatever leadership emerges in South Africa seeks
creative compromises, compromises which will promote the
interests of the disadvantaged, but without damaging the
legitimate interests, economic confidence and willingness tao
co-operate of those who command the rescurces to invest and
those who currently have the skills to contribute to a
process of dynamic development.

These attributes are, after all, what Western Eurcpean
democracies have. No significant category of interests and
commitment feels totally excluded. Even in oppesition,
leaders of interest groups feel that they have some purchase
on, or input into, national policy at varicus levels of
public life and govermment. Parties alternate in
government. Politically thera are no first and second class
Europeans. In Europe you have achieved a palitical balance
through development, sogial mebility and progress. This
process has reduced gaps between haves and have nots and
produced gradations of interests. You have in your basic
demography that which is termed "cross-cutting lines of
division" which produce dynamie balance.

We in South Africa do not yet have the demography and the
development to secure this balance automatically. For this
reason, any settlement of political disputes in South Africa
has te attempt to build it in. However, we dare not use the
offensive and conflict-generating critericn of race to do
1t. It 1s a difficult challenge, but we can succeed.
Underlying the pre-negotiation rhetoric and verbal
positioning, most leaders, black and white, are signalling

that they want comprehensive participation in gowvernment.

Whatever the grounds for political cptimism may be, we dare
not leave it to the pelitical processes only. We cannot
place representatives of the disadvantaged communities in a
position in which they feel obliged to challenge the

interests of advantaged South Africans to seek redress.




Let me illustrate the problem. At the end of 1989, 42 per
cent of Africans who wreote the secondary schogl-leaving

examination passed. This compares with 94 par cent of
Indians and %6 per cent of whites. In 1988, there was a
massive shortage of African teachers and a pupil-teacher

ratio of nearly twice as large as that among whites.
Although the expenditure gap has narrowed very dramatically
over the past years, expenditure per pupil in white wversus
African schools was 4,8 to 1 in 1988. There was a shortage
of 6,200 classrooms for Africans in 1987 and 1988. Only 51
per cent of African high school teachers have senicr
school-leaving plus professional gqualifications or degrees.
Thege are gqualifications considered nermal in the profession.

Getting rid of race segregation will lessen the prablems.

But the population ratiocs are such that the vast majority of
blacks will still be in black schools in black areas and will
be subject to the same disadvantages.

Among the most important problems is that of unemployment. A
minimum of some 16 to 17 per cent of Africans who are
economically active are unemployed. (Most observers assume
that the proportion is much higher and that in the
school-leaver unemployment, it could well be in excess of 50
per cent.)

Housing is ancther problem area. On the Witwatersrand, the
country's industrial heartland, The Urban Foundation
caleulates that nearly 50 per cent of African families are
housed in shacks. As many as 127,000 houses have to be
erected for Africans esach year for the next 20 vears to
address their housing needs. The rate of housing provision
at the moment is about one-third of this projected need.
There is a current housing backlog of wirtually 850,000

units.




These examples indicate that we face a challenge in the fiald
of development egual toc our pelitical challenge. The
challenge has to be faced and these needs addressed,
otherwise the conflicting demands of politiecs and development
wlll destroy each other.

It is a4 sign of hope that decision-makers ales halisva there
ls a solution. The recent announcement of a R2 billion
independent development trust for disadvantaged South
Africans is evidence of this fact. This trust is targeted at
redressing areas of critical need in our society.

The model has to be one of massive state and private sector
development funds which go directly to areas in which there
is a nead and alsoc a market. These funds have tec achieve

their objective without creating or sustaining a bureaucracy

whose middle class salaries will fuel inflation. One has to
tackle the problem in such a way as to make the development
procegs self-sustaining. This means one has to stimulate
markets. The very poor and needy, however, often cannct
afford market prices. Hence the funds have to be used as
gearing finance, or leverage money, to lift the resources of
the poor up to levels commensurate with minimum affordability
at market rates, or reduce costs of provision with the same
effect. In this way, the public and the private sector can
work together with the disadvantaged communitiss to secure
both basic needs, market expansion and employment growth.

our task from now on is to formulate specific priorities in
the areas of housing, community services and amenities, land
acguisition, business development and community development.
At each step of the way the privata sector will have to be
involved. I am pleased to say that the South African private
gsaator hae given real encouragement aven beyond my
axpectations!




We can bridge the economic impasse which is threatening our
brittle progress towards political peace. I leave you with
just one question: What will the outside werld do more than
prescribe and prepound? This issue i=m not one of charity or
benevolence. The prospacte not only of a successful

transition, but the emargence aof a democracy in one of the

most beautiful and exciting countries in the world is at
atake.
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PRIME MINISTER'S MEETING WITH MR. JAN STEYN

The Prime Minister had a talk this afterncon with Mr. Jan
Steyn, formerly Chairman of the Urban Foundation in South Africa,
and now Administrator of the Trust Fund which the South African
Government has established for development in black areas.

Mr. Steyn was accompanied by Sir John Leahy.

The Prime Minister said that very considerable changes had
taken place in South Africa since she and Mr. Steyn last met,
just over a year ago. Mr. Steyn said they would not have
happened had it not been for the Prime Minister. He had been
told this by no less an authority than Nelson Mandela, who had
added that it had been the Prime Minister and President Reagan
who had given him the prospect of release. THe Prime Minister
sald that, while grateful for the compliment, she had been a bit
disappointed in some of the things which Mr. Mandela had said
since leaving prison., She supposed that we had to write a lot
of it down to ritual. But she hoped that we would soon see the
real man. Mr. Steyn said that no-one should underestimate the
feeling of disorientation after 26 years in prison. At least
Mr. Mandela had come out with his dignity intact. The Prime
Minister agreed: it was not just dignity but even nobility.

Mr. Steyn said that he was more concerned by the lack of any
real heavyweights, apart from Mr. Mandela, in the ANC. The ANC's
conversion from mass movement to internal political force would
be very difficult. The Prime Minister said that it would be
essential for Mandela to stop harping on nationalisation. While
that went on, no-one would invest in South Africa. Mr. Steyn
said he hoped the Prime Minister would make clear to Mr. Mandela
that this was the key to a prosperous future. She should really
press him on this, and try and get some commitment, not just to
negotiations, but to a development process based on a free
economy. It would be even more useful if she could indicate her
support for the new Trust Fund and urge the ANC to work with it.

Mr. Steyn gave an account of the new Trust Fund and his
intentions for it. It was already clear that the private sector




in South Africa was ready to come in with substantial support.
The bagic purposa was to open channels and sluices from the first
world part of the South African economy to the third world
secter. He hoped that Britain, together with the United States
and the EEC, could coordinate their assistance =o as to dovetail
with the Trust Fund's efforts, The Prime Minister asked whether
thiz meant that Mr. Steyn wanted us to channel our aid through
his operations. Mr. Steyn did not reply directly but implied it
was more a question of each side taking account of the others
efforts. meanwvhile, the Urban Foundation's Loan Guarantee Fund
would very shortly be launched and he was confident it would have
far reaching and positive effects. He handed cover a letter
(copy enclesed) from the Scuth African Finance Minister,
expressing his gratitude.

The Prime Minister explained the reasoning behind our
decision to lift some of our voluntary measures against South
Africa. Unfortunately we had not yet received any support from
other European countries. Mr. Steyn sald that he had seen the EC
troika when they were in South Afrieca and had made the point to
them very firmly that, if they kept financial constraints on
South Africa in place, they would share responsibility for
deterioration of the infrastructure, and would be playing
pelitics with the future of black people.

The Prime Minister asked whether Mr. Steyn expected there to
be a white back-lash against President de Klerk's policies.
Mr. Steyn thought this unlikely, particularly since de Klerk had

promised to give the white electorate a chance to express its
view on any new constitution which emerged.

The Prime Minister asked about the viclence in Hatal between
the ANC and Inkatha. Mr. Steyn said that, despite attempts in
some guarterse to portray it as all the fault of Inkatha, both
sides were in practice to blame. If the viclence could be
halted, the Trust Fund would be ready to embark on major
development work in the area.

The Prime Minister concluded that she believed there was a
way through in South Africa provided all reasconable people were
ready to join in actively.

I am copying this letter and encleosure to John Gieve (HM

Treasury) and Myles Wickstead (Overseas Development
Adminstration),

(C. D. POWELL)

Simon Gass, Esq.,
Foreign and Commonwealth Office.




FRIME MINISTER
MEETING WITH JUSTICE STEYN

Mr. Steyn is coming to see you tomorrow to discuss developments

in South Africa. He will be accompanied by John Leahy, formerly
our Ambassador in South Africa and now running the London office
of the Urban Foundation.

Since you last met Mr. Steyn he has given up his position as

; e e —— S
Chairman of the Urban Foundation to take on the post of
hdministrator of the major new Programme which the South African

government has just anruunced for the development of black areas.
Theay have created a trust fund of some E£500 millien fnr this

s S———————— e

purpcse and Mr. Steyn's task is to attract some private finance

S

as well. They are not at present saeking finance from abroad.

Meanwhile our contribution to the Urbkan Foundation's leoan
guarantee fund to promote black home ownership is being put to
good use and should help in the building of at least 40,000 homes

over the next five yvears. =

i 3

When the Foreign Secretary was in South Africa he asked Mr. Steyn
how we might develop cur own aid programme for black Africans.

He has responded with a memorandum making a number of

recommendations in the field of education e.g. teacher training,

core subject training, educaticn for disadvantaged communities
—____-1 . 3 "

and so on. The only peint on which we disagree is his suggestion

that we should match funds raised by the Urban Feundation from

T e .

British industry (probably £700-800,000 a vear). This might
upset the balance of our programme. You might suggest that he
discuss details of the help we can give with Tim Lankester.

e,

You will want to hear Mr. Steyn's views on the political
situation in South Africa, which you most recently discussed with
Mr. Viljoen. You might in particular ask his advice on how best
to handle your meetings with President de Klerk and with

Mr. Mandela, both of whom you will bé seeing in the next few
months. :




You will find some fuller background from the Foreign Office in
the foldar together with a copy of Mr. S5teyn's memorandum and a
note of your last meeting (which was the dinner at RTZ in January

last year).

RN

(C. D. POWELL)
1 May 1990
a:\foreign\Steyn (srw)




Foreign and Commonwealth Office

London 5WlAa ZAH

30 April 1990

South Africa: Call on the Prime Minister by Mr Jan Steyn

Mr Jan Steyn will call on the Prime Minister on
Wednegday 2 May. The Secretary of State iz unable to see him
on this occasion (they met during the FPoreign Secretary’s
visit to South Africa last month). But Mr Steyn will call on
Mr Waldegrave, and Mr Lankester (in Mrs Chalker’s absence). I
/ attach a personality note on Mr Steyn. The Prime Minister’s
¥ 4 last meeting with him was in Janvary 1989. (Your letter of 31
Liw &&iﬁﬂSJanuary 1985 to Richard Gozney refers.)

The South African Davelopment Fund

Oon 14 March the South African Government announced the
creation of a 2 billicn Rand (£500 million) trust for
development in black areas, as parE of the budgest. Mr Steyn
was appolinted Administrator and he has now resigned his
position as Chairman of the Urban Foundation to take on these
duties (there is the possibility of confusion between these
two roles). Mr Steyn has said that in his new capacity his
priorities will be black education and improving conditions in
the sguatter areas (alEhough, slUrprisingly, Dr Viljoen
suggested at Chatham House last week that the fund was
primarily aimed at helping small businessman). Mr Steyn is
seeking the views of the opposition groups and has lnvited
both the ANC and Inkatha to nominate trustees. He hopes to
atEract private sector rinance (Anglo American have already
committed 250 million Rand) but is not seeking international
support at this stage.

Taken together with other decisions announced in the
budget (26% increase in funds for black education, fall of 11%
in real terms in the defence budget) the new fund is a welcome
indication that the SAG are prepared to devote more resources
to tackling the countrv’s socio-economic problems.

Against this background the Prime Minister may like to
ask Mr Steyn:

- how soon he expects the Fund to be operaticnal and what role
he envisages for the cpposition groups. How much impact can

it make given the size of South Africa’s problems in these
areas?

/= how




- how much further the South African Government is likely to
reorder its priorities towards redressing the imbalances in

South African society.

Mr Steyn’s Memorandum

When they met in South Africa, the Foreign Secretary
asked Mr Steyn for ideas about how we might develop our own
ajid programme. He has responded with a memorandum (copy
attached) which commends warmly our political approach to
South Africa, and the objectives of our aid programme. The
memcrandum concentrates on education and makes a number of
recommendations for priorities (ie teacher training, core
subject teaching, access to education by the disadvantaged
communities, work training). Mr Steyn’s proposals accord well
with our own strategy; we are already assisting most of the
organisations he commends to us.

The only area of difficulty is the final suggestion in
Mr Steyn‘’s memorandum that we should commit curselves to match
funds—raiged b & Urban Foundation from British industry
(which Mr Steyn estimates will be about [T00-800,000 per
annum) . We are not convinced that we should devote large
sums to the Urban Foundation in general, rather than to
spacific projects; or that we should enter into a commitment
which is financially open-ended. The Prime Minister might
like to suggest that Mr Steyn should discuss the details of
hizs memorandum with Mr Lankester.

Urban Foundation Loan Suarantee Scheme

Last year following an approach to the Prime Minister
from Mr Steyn we agreed to contribute £500,000 to the Urban
Foundation’s Loan Guarantee Fund to promote home ownership by
South Africans. The fund is likely to become operational very
soon, once remaining legal problems have been resclved. It
should facilitate E'EEIIHIEE_EY at least 40,000 homes over
the next five years. We also provide smaller scale assistance
to the Urban Foundation’s community projects through funds
managed by the Embassy.

In addition, before Steyn resigned, the Foundation told
us that they were likely to seak funds later this year for
cheaper housing addressed to the needs of poorer people (ie
outside the scope of the low-cost housing guarantee scheme) ;
this is a welcome initiative - we have encouraged them to
gubmit a proposal.

UK and EC Aid

Qur aid programme has expanded rapidly since it began in
1979; this year, including our share of European Community
aid, it will exceed £10 million. In Scuth Africa on 1% March

Jthe
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the Secretary of State announced an additional £10 million aid
for commlitment over the next 3 years to education, urban and
rural projects, all priorities which match those suggested by
Mr Steyn. Our programme is focussed heavily on education
which is the key to preparing for a post-apartheid society; we
axpact to finance about 1,000 scholars in Britain and Scuth
Africa this year and we have several projects designed to
improve teaching in black schools in the core areas of maths,
science, English and basic literacy. We also provide support
to almost 300 community groups through schemes administered by
our Embassy in Capea Town, and assist Mozambican refugees in
the "homaland" of Kangwane. A list of our projects is
attached.

EC Ambassadors in Cape Town have produced a report on the

EC Positive Measures Programme (currently running at some 30
millien ECU per annum) suggesting that in the changing
political circumstances of South Africa the programme should
concentrate on humanitarian areas such as education, housing,
and health. This is very much in line with Mr Steyn’s
thinking and we are encouraging the Community to move in the
direction suggested by the Ambassadors.

Political Situation in South Africa

Following her meeting with Dr Viljoen on 20 April, the
Prime Minister is up-to-date on developments in South Africa.
She will see Mr Steyn on the day "talks about talks" are due
to open between the ANC and the South African Government.
Thase will address the "obstacles to negotiations" identified
by the ANC: principally the lifting of the State of Emergency,
the definition of a political prisoner and the terms under
which exiles can return to South Africa. Mr Steyn met the EC
Troika (led by the Irish Foreign Minister) during their recent
visit to South Africa. He stressed South Africa’s need for
economic growth and suggested that the EC should consider
investment in development. The Prime Minister may like to ask
Mr Steyn:

- his views on likely constitutional developments in South
Africa;

- the private sector’s view of post-apartheid socciety. What
can be done to influence Mandela and the ANC's economic
policies? How does Steyn see the evident social and economic
inequalities in South Africa being redressed (a theme
developed by the Secretary of State in a speech to businessmen

in Johannesburg). ;??
LA Eartr
/

(8 L Ga
Private

C D Powell Esg
10 Dewning Street




CONFIDENTIAL

STEYN, JAN HENDRIE

Formerly Executive Director of the Urban Foundation.

Born 1928 in Cape Town. Educated at Stellenbosch
University. Began practice at the Cape Bar in 1950.

Took silk in 1963. Appointed a judge of the Cape Supreme
Court in 1964. Took leave of absence in 1977 to become
director of the Urban Foundation. Retired from the bench
in 1981 in order to devote himself entirely to the
Foundation.

Cutstanding Afrikaner personality. As a judge he played
a national role in work connected with Prisoners Aid, the
affaire of the Coloured Community and penal reform.

The Urban Foundation was formed in 1976 by a group of
leading businessmen, led by Harry Oppenheimer, with the

cbject of improving the quality of life in urkan black

communities. Steyn has had remarkable success in turning
the Foundation into an effective organisation which is
doing very good work in the townships and which, despite
initial scepticism, has won considerable black support.
an outstandingly able, enlightened and decent man.

Re-married in 1981 to a charming divorcee (Anne}.
Between them they have seven children.

CONFIDENTIAL
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A MORE ENTENSIVE ROLE FOR THE BRITISH GOINERNMENT TN

THE PROMOTICH OF SOCTO-BCCROMIC ADVARCEMENT OF

BLACE SOUTH AFRICANS

The British Soverrment has developed an almest upigque position among
raign govermments in r=lation to South Africa. 1ak position has

[
LAt

been characterised ov:

iFaqgrnaog
Sa2IETN

g9 in its determination to see gn end to apartheid.

A commltment ko encour

£ "worse i3z better™
obiective bto end apartheia

icing economic hardship,

Govermment khas backed

Startindg with

scholarships, the Govermment has gone on to support

including support Eor the devalopment

of
devalopment ProQrammes,

ldas of sducakio

oroanisations such tha TUrban

Poundarion and trade unions. In 1949, the total value of the British

Govermment's -ribution to the promotion of positive progress in

South Africa about B15 million.

Tha British Govermment's tfolio of investment ip devalopment in

South Africo:
Wl I{,'

Ehrough

covers a range of actions including relief and welfars
projects and, more recently,

Cuarantee Fund, a commitment &

hnilding instirtutions that will endurs and provide the institutional

capacity necessary bEo me

eat the pneads of the majority.
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debate sinde the time of The Da
Foundation belisves Ehat opoorkuniki
bas commissi
vek suscepbible bo positive
the si¥atem of provision of education ko rapidly increasingly
people, Bere ooncerns - afe with cacital
teachers, The Fourth 1
how, - DY
clestions

cysbam and the

gkills.

tion to those four levels of concern, there ars two ©
The first ls between the eduiction system and the comunlity

second bebween ion  system a

Among pErents.,

2 number of factors,

the degree . ! intensi in the Sevelopment

conomy and 8o on.
bridge between the commmanity
em which is th 21 of pre-school educare- thoat
ridge: batween the education system and
khe nature: of Ethe

required by comerce

EFPLRTUNITIES

A commitment of increased resources-by the 3ritlish Governmenk pres

it with the opportunity to facilitate the davelopment of instit
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hawve a major long-term impact on educaktion in

ategy to do that could include the following:

A comitment to the develomment of the role of the teacher in the
promoticon of edocation develorment and change. This can be done
through: supoort for the sstabllishment of wisble independent
organlsations thak help to'develop the competence of teachers and
ipgtitukionalisge their role in society. Projectz that da that

Teachar Ooportunity Programme (a2 project

gignificantly under the control of the teaching community); and

Praomat {which provides opportunities for teachers to secure a
matric). The Teacher Oppoctunity Progranme 1s currently
commistad to rapid expansicn aimed at eliminating the problem of
taacher under=gualificatisn within the next five vyears. i i
will have 3 dramatic impact on the way in which

edgcaticn system devreleps, The enclosed

the Taacher Develomment Programmes

gaoclated with.

A ccomibtment to the develcmsent of innovative approaches to the
teaching of core sublects pecessary for the creatlion of a mocern
indastrial society (mathsz, =sclence and English). Projects that
coiuld be supported to do that are the Science Educaticn Project,
the Primacy Science Programme, the Tniverzity of the Western Cape

thg and Scianca Programme, the Molteno Project; and Easing Into

ngliash.

A coomitment to establishing a bridoe between disadvantaged
comunities and the education system through the promoticon of
projects that expand access to early childhood educare, The UF
is working with the South African dssociation for Early Childhood
Educarea on the promektion of 3 new approach that will

gignificantly expand accesg to disadvantaged communities. This
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approach 1s alsa supported and £ollowed by okher agencies such as

e - | — = -y 1 - 3 , -k i e { B -
Frassroots and ELRU. The enclosed brochure describes kthe

Foundation's Pre-sSchool EBouedfe Programne and SLves

=L o

information on the new approcach.

A comitment to bridging the gap between the sducation system and
the world of work,

investigating the posgibili

educakionists and businsss

programme is At oa imipary stage, Other agepcies committed ko

T

Hdta

this type of work Include the Education Informaticn Centre (EIC),

Caresre Resedarch and Informaticn Centce (CRIC) .

supporting development insticutions thak have a track record and
require support to be effective in the future,
be provided to zome mal national non=-goverrmental
Eliong and a major local imstitukion wWithin the community.

renk level &f suppart ! ; irdustry for the Orban

Poundation is same TO0-800 000 Po A comitment by

-he British Goverrment at : i to match
contribution or otherwise to support the Foundabion would e
our-ability to raise funds from the private sector. ther non—
gqovernmantal orcanisations which hawve a proven track record
include Operakion Hunger in the rural areas and PROMAT in th

-
b

ield of 2aucakion,
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Ref: M 5/3/3

Ministerie non Finousirs
Mintstey of Foummer

Hendrikh Vermoerimebom
Hendrik Hermperd Building

Raapslah
Capr Towm

1990 -04-2 7

The Right Honourable Margaret Thatcher MP
Prime Minister

10 Downing Street

LONDOR

Dear Prime Minister

I have availed mysalf of Mr Jan Steyn's good offices to address
you a few lines on South African development issues - a subject
with which he is closely involved.

Our latest Budget embodies a significant further shift in tha
allocation of resources, towards the better provision of social
and phygical infrastructure for less-advantaged groups. We
have also created a special fund for the reduction of
longstanding socio-economic backlogs, with an initial

R1 000 million but a further R1 000 million pledged from
envisaged privatisation. The fund will be at the disposal of a
Board of Trustees headed by Mr Steyn, which will closely
consult with those most immediately affected.

Much is already being done by the private sector, and by the
Urban Foundation in particular, to promote urgently-needed
socio-economic development. I am highly gratified that the
imaginative Loan Guarantee Fund, with which your Government is
agsociated and which provides access to home ownership for our
lower-income groups, will be launched shortly.

Wa are squarely behind this initiative, but there has heen a
little delay involving the creation of an appropriate legal
framework. This however has now been approved by Cabinet and
will shortly be submitted to Parliament.

The bouts of public violence we have unhappily been

experiencing stem largely from political factionalism, but it
would be idle te deny the underlying role of economic factors
and in particular of employment. It is, indeed, precisely the
inability of our economy in present circumstances to meet the
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burgeoning demands in the socio-economic sphere that is posing
a potential obstacle to the transition to a new political and
constitutional structure. 1In this light we naturally regret
the continued existence of measures and attitudes overseas that
inhibit progress in this field; and we therefore greatly value
the support of your Government, and of the German and Swiss
governments, for the Loan Guaranktes Fund. Explicit support for
initiatives of this nature in the soecic-aconomic field is a
great f£illip to our hopes and endeavours for the peaceful
transformation of Bouth Africa, and will I am sure serve to
encourage a more constructive and helpful approach in other
quartere.

Pleaze accept my thanks and gratitude for your personal part in
gsupporting the Loan Guarantee initiative.

You will perhaps have Seen the short article by my colleagua
the Minister of Foreign Affairs in "The House Magazine" of 1léth
April; but I take the liberty of mentioning it here, since it
s0 clearly expresses our position on reform in South Africa.

Yours sincerely

L I T

B J DU PLESSIS
MINISTER OF FINANCE

0371H




10 DOWNING STREET
LONDON SWIA ZAA

From che Private Secretary

29 March 1990

Thank you for your letter of 27 March
about the wisit of John Steyn. I am sure the
Prime Minister would like to see him and

could manage 1545 on Wednesday 2 May. I hope
this is convenient.

CHARLES POWELL

Sir John Leahy, K.C.M.G.




10 DOWNING STREET




@1E URBAN FOUNDATION (LONDON)

| Carvmgpudery limabead Ly guaiidiitigg

40 Halborn Viaduot, Londan EC1HP 1A]
Telephomne: 07-036 444

Fax: 07-583 2847

Telen: 26471591

JHGL/BJIM | | 27 March 1990

Charles Powall, Esg

Frivate Secretary to the Prime Minister
10 Downing Street

LOHDON

SWlA 2AR

Dear Chmles,

I am sure you will have already heard about Jan Steyn's new
appointment to head the R2 billion Trust which has been
established by the South African govermnment "for the
upliftment of disadvantaged South Africans". For ease of
reference I enclose a copy of the announcement made by
President De Klerk to this effect. Mr Steyn is obviously
having toc review his commitments to the Urkban Foundation =o
as to give his full attention to this new responsibility, but
it ip certainly his intention to remain cleosely assoclated
with ite work. Indeed he is carrying on with a visit to the
UK in early May which was planned for him in his capacity as
Honorary Chairman of the Foundation.

Mr Steyn will be here from Monday, 30 April until Sunday,

6 May. Amongst other things he will be giving an address on
the current South African scene at Chatham House. T am also
trying to arrange for him to call on the Foreign Secretary
and the Minister for Overseas Development. Do you think the
Prime Minlster might like to see him? I reallse, of course,
the demands on her time and Jan Stevn would certainly not
wish to take up much of it. However it would provide him
with an opportunity to tell her directly about the new Trust
and to bring her up-to-date on the Loan Guarantee Fund which
the Prime Minister herself did so much to promote before its
establishment last year. Apart from the Chatham House
engagement, which is at 5.30 pm on Wednesday, 2 May, the only
other time during tht week which would be difficult for

Mr Steyn would be at 3.30 pm on Monday, 30 April, when he is
due to chair a meeting of the Council of the Urban Foundation
{London) .

I lock forward to hearing from you.

?iﬂ% WA,

Tl

John Leahy

COUSCIL OF MANAGEMENT: SR MICHAEL COLMAN & L8 CLARKE & S ALISTAIR FRAME & [0, HAKMBRD ML
GIE JCHM LEAHY KCRG ® HF OFPEWNHEMEE ® MF OPPENHEIMER = AR, ROSHOLT = THE HOM | H STEYM

RECISTERED IN EMGLAMD Mo, 1499601 + 5"" E"{'l'-'fh J'-' Ehm‘”{*“
RECASFERELY CHARITY Mo, ZB03T0
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MEDIA STATEMERT BY STATE PREESIDENT F W DE ELERE
Qi S0CIO-ECONQMIC DEVELOPMENT IN SOUTH AFRICA
FRIDAY 16 MARCH 1894

Ladies and gentlamen

I am very pleased to anncunce that the Covernment hag decided
to augment the amount of R2Z 000 million committed in the main
Budgat to - soclo-economie upliftment, by an edditional R1 000
millieh. The additicnal sum i3 to be raigsed from the proceeds
of privatising Governmente-controlled assets, which we hopa to
sa8 materlallging wlthin the esnsuing £isanclzl year. In tha
avent of this not being possible because =f market and othe:
gonsidecations, othar steps will be taken o obtain sudh
finance i1f naed be at thak stege, in anticipation of £uture
procaadg from privetigation.

The total sum of RI 000 millign will be used in two ways for
the upliftment of disadvantaged Bouth Africens. R1 000D million
of the amount allocated in the budget iz to be adminigkered
giregtly by the Government, mainly te aliminate backlogs of a
caplital nature in aducation, A portion of this money will slgo
be used to agquire lend for black urbanisation se that it may
proceed 1ln 0 well-ordered fashion wharaver i1t takes plage in
South Africa.

Bince thege two bagic functigns £ell directly within the
respongibility of +the GQevernmant, the dAepartmants concerned
will be asked to determine priorities and progeduczesn, and to
formulate and submit to Cabinet e long-term plan, Lf necessscy
in consultation with other non-governmental instituticns and
advisory Dbodies. In the plan, account will slsco be taken of
the Impliceakions £or future budgeta end the possiblities of
augmenting the inltial amount.
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The - remaining R2 000 million, which includes the sum £& be
taised through privatisation, is to £orm the bamls of a Trust
o be edministersd outsids tha dAirect embit eof the Covernmant,
ao that private sector and c¢ther instiwutions In BScuth Africa
as well as abrosd may alsc contribute te it. The Trust is to
b4 managed by Mr Jan Gteyn, who i3 well-known £or hia
leadecsshly Iin +ha fleld of socio-economie develcpmant,
particularly 4in the Urban Foundstion, of which he is the
Honorary Chalrman.

Mr Bteyn hos besn asked to Eormulate propossls for the
practical working ¢f the Trust. An eppropriate Trust agresmant
will be drewn up in consultation with the Government amd okher
potentlial particlpants, The compoadtion of the Boazd of
Trustees will follow consultaticon, idnter elia, with community
leadexs and the privata secter. Contzibubting partigipants will
Bave a volce in determining the overall policy of the Trust,
Since public money will form the basis of tLha Trust, dikts
oparation will be accountable to the Auditor-Geaneral and it
will have to report amnually to Parliament.

I am fully aware tha®t R3 000 million will not suffice to
aliminate all of Gouth Africa's sEecio-sconomic problems. I
must omphaelige, howaver, tﬁlt the provision of thesa Zunds La
ever and aebove both the normal budgetary allccatlons to
depactments such a5 Education and Training, and Government
particlpation in development worganlestlonw wush ws  Lhe
Development Bank of Bouthern Africa, +the Emall Business
Development Corporatien and khe Bsuth Africen Heusing Trust. I
alsed wish to glve the assuranca that the Government's
gontribution to the Trust will be sugmented as &nd whan
avallable resources permit; and I am confident that tha Trust
will grow apace through contributions from other sourcas.
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The ETnceritr of the ﬁavarnmunt*u Commitmant g imp:avtnq tha

=L South Africansg ig Samonstrated furthar
by the fadt thag fome 40 pep Sent of the coming Yeour's budget
hag bhaap dllocatad g the 20¢ic-economie iiea, In spite or the
many domestis and Bxtarns) Senstraints o which the Bouth
African econgmy igs subjected, the important additional Stimulug
hew being given, hag Deen madg Foaaible by Stringent contrely
en overall Governmang the tight financial discipling
new ra- of Privatisatiogp,

Tha Qovernmant consistently Exprassed
Political ang constitutional feform has tq 9o h
socio~economie developmant . I am fully Convinced that the

to upgrading the quelity of

the creation of

enterprige, P of property ang Produgtive
employment, 1 reiteratag this cenvietion in my pPening address
to Pa:.‘lhmnt on Fabruary the sacona thia Y8ar, when 1 Baia
that sur aimg £9r & new conptitution indlude a sound sconomy
baged op Proven aeconomig principles apg ‘Privata anterpripe;
and  dynamic Programmes directad Bt better educaticn, health
8srvicen, housing ana Social conditionas for all,

Thara ig g aﬁmrnlling Read ta previda a8 mEny Buull, Afvluans gp
Fosaibin with 4 battag quality of 1ipa and with greatar
SPPortunity for inddvidua: tdvancement, s is thus wy earnest
hope that tpig indtiativa will recaive the widest POBslble
SUpport fram every gusrter in Bouth Africa 8 wall as from
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The Budget prasented to Farllament earlier this wesk by the
Minister of Finance carrief a cleer message ahout the Govern-

ment's gconomic objectives and strategies. It chose @
dupply-aide approach tewards the stimulation of growth, almed a+
generating more lob-oppertunities and also new wealth te enhance
the standard of living for averybody on the basis of egual
cepportunities. This lathbar ebdective necesmitates, in gux
particular circumatences, a wvery aubstantial investment 4in
Ecoiel devalopment covering mducation and training, but alse
the provision of basic Barvicay Euppurtivu of rapid human
developmant . It 8lso calle for enhancing the capability of
developing communities mc as to facilitate their entrance into
home ownership apd buslnoss undertakings by Providing affordable
dccess to guarsntees and back-up facilitiag for capital
formation,

While recognlsing the need and desirabllity of such an affart
and the wvery substantial pPropertions It should azsume, the
Government glac clearly intends te base the development préecess
on economlc enablement and not on the handeut-approach that has
failed so dismally in Bimilar circumstancag elgewhere; ner will
the Guvernmant ehirk its clesar duty in ‘providing thosa primacy
Services that constitute itsz basic cesponsibllity, On khe othar
hand, it firmily Ealieves Lhat the magnituds of the challanga is
of such proportions that 1t ia necessary to identify certain
activities in which wider perticipation is imparativa,

Mechanisms fo- sddressing the bagklega should, tharofore, ba an
structured as to epnable the private sactor and othsr caring
entltlias, even from foreign countries, to perticipate snd aceept
8 ahare in this grest effart.
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Tt is, Bharefore, NACASSALY khat & part of the overall structura
and oparation must be gufficiantly removed from Government EO
allow it to @ssume A hroader, moce community-baged publlc

charagterx,

The Buiget LAS sarmarked RI nog million €£or tha purpose of
addressing backlogs in a variety of flaldg, and has aleo statad
that this contribution will he augmented from time to time, over
and above what 1is included in the noymal budget. this will
provide many 1ass=priviledged South africans with the maans ko
poquire privata property, gacurity of tenure and Aaccesi

¢inanulal rescurces nsk akharwisa avellable %o then.

By way Of exzample, certain possibllities may ne mentioned in
thig context, Fingacial asmistance could be given to pecple

wishing +o anguira houges of their own er to emstablish

nusingssas but who cannot do 80 because they have o

property or othe: gpllatoral for valsing the necessaly caplital.
Sescondly, such funds could be used ¥O gtabiliam and upgrudse
informal sattiement Ly previding hasic nerviges 8¢ that the
iphgbitants may becoms property owneis {n the Amhortest possible

time. It 1s also hoped that the resouICces will grev

asgont that tha grovision of gugmentAry satvices in tha health,
soclial welfare and other community garvicas will become poessiblu.

¢ mhould be emphaslasd cpat Lle Qoverament has #A intention of
~regating 2 naw or @& larger bUrenuUCIAcY ks administer these funds

or to struddle the axisting devalopmant organisaticons.

rathar, the intention te make the fullest Use of the sxpertlse
of existing organisaticona in the public and private sactors,
such Aas the pevelopment Bank of southacn Africa, the Bmall
pusinass Dovelopmant corporatien, the yrban Foundatlon
others, to ensure the most effective acquigition end utilisation

of resources.

01728




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretar) 28 FPebruary 198%

Thank you for your letter of 24 February
and its various enclosures which I have
just received. I will discuss the proposals
with the Prime Minister as soon as possible,
But, realistically, it is likely to take
a couple of weeks or so. I will be back
in fouch with vyou just as soon as possible.
Meanwhile, may I thank you for your prempt
action in following up the discussion
on 30 January.

C. D. Powell

The Hon. Mr. Justice Steyn

PERSOMNAL
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The Urban Foundation
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21 FebCuAry 1989

Mr George Gulza
10 Downing Btrest
London SW1k 2AR
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Attached is a propopal £o

il
stimulats housing Lloans for low income

explanatory, but I enlazge,

The ﬂiatnrt

We are encountecing etedn regletance Erom
lend &t the lowsr end of the macket., They
expecienge, Insarirg

vankture in which they have had little
risk, we believa, would bring theém in,

T.E.E—.i” Eﬂ.'.'!“l.

The gearing is most sxolting, Por & small
gobgtantial rescurces apd direct. tham

LLL#
L
homes {on an ownership basla) for blacks.
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blacks. 1t

lending inetitutlons

it -ag a hiagh-r

invesatment, we ooold frea
towards the provision of

fubatantial resources.

It will be private sector and Bouth RIrican business-led,

involve blacks and will benefit
of 8kills &and the grcoawkh

extends private entecprise principles
ownership process to 8 wider rangs o

Tt lends iksslf to joint a&adtlon Ehus

Paard & G arenre Ranl vas (s e

SO LA [ F T Fie & ® Hhror

Pawrd ol Dlraciu Nesd van [Nishasurs

fmm i laws el
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tham also Lheoekih Ehe
af & ‘black contracktor
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Poblin Benwlck Bupporta the proposal and T will 1 CEanumiEs

L nij
e W e Oheelen Degndl
tamorrowW Eo Chaclea Powsll,

1 have also submitesd sducatlon pfoposals

with separatsly and sce not calevankt for pr
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THE DEBAM FOUNDATION

COLLATERAL GUARANTERS FOR MOME LOAMS

it 18 of great importance for the Euture of gouth Afcicom and Lis peacefuol
svolution to snsuce that all income groops Ln tha population ares given accean to
sdeguate housing.

It i slso desirable Eof me high & proporilion as possible of the housing Eo bBe
supplled on a home ownership basis, BSupplies of spch housling for the dppar and
middle inoome groups are,; Jenecally, being attended to by the private gscktor at a
reagonable raks.

The supply of houasing for the lower income groups [(comprising kEhe majority of Ehe
population) , howaver, is neithar keeping pace with current needs nor making
guffictent inroads inks the huge backlog.

The mopt significant singls facbor currantly affecting oaur sffsotivenesa in thie
sred, inoluding enticing more private sactor companies into the Eleld, concerns
the availebility of lower Income, smaller housing losns - that L, Lhosw under
K10 400 [(Scacling egquivelent £7 500) .

fnme of the factofs lnhibltlng the freer supply of amallar homs loans arises from
the faot that the bhome loan Inetltublons are extremaly wary of the risks
involyved, glven the celatlvely shofe term experiepce vo date, Saall Losns are
slge lesg attractiva becavse of hiogh sdminlatratilve coakta and lower

pEofitabllity.

Insucance companles which are either subsidlacies of or have closs relationships
with some bullding socleties have been offering limited facilities fucnishing a
oollateral guarantse to thelir own "in boose® bullding socliaty againat paymenkt oF
a premium, These Facllitles are not, however, avalleble In any general aense.
Gusrantess Kave algo been sapplisd by cartain employera, The aveilability of a
natlonally strudtured Insurance guarantes Tacility, eithar In whole or In part
would clearly elicit & much larger volome of sswploysr Guaranteea Lhan L8 now
availablie, Moreower, It would folfil a viktal role as an indecement for socistias
Ea lower their lending threshold,

It i propoped; therefore, that The ODrban Poundation should establiah a home loBEn
quarantes fond which would issue collakteral guarantees to homeé loan instltotlons,
goch & Fund woold also pegotiate the ce=lnsufance of & proportion of 1k8 rieks
with the lnsurance indostry. Tha hand of The Urban PFoondetion In taking

gteps would be greatly strengthensd if It had available an initiml mum of

of, say, R0 miliion to mot 28 a trlgger for at ieast & mimilar a=mount Of

gector lnvaatment in such &n initiative,

Thi conccpbual paramaters envisaged for this instrument ace:

It most be run on commeccial lines,; so as to ensure 1ts economic visbility
and its growth, Promiuvme collected should be asufficlent to ensuce
Moewlthatanding this basic requirement, the company muet be atructured

able to innovate and provide leaderabip to the Insurance Induatoys

I1ts board of directors must inclode directorm exparienced in the [fie
addition to subscribecrs® representatives and cepresentative
leaderahip.




The company shoold be professionally mapnaged,

Initial capital = in & minimom amount of B30 million - ko be commitied by
viarious prlvate sector insktltutlcna, with the subscriptions For shaoes Jdiawn
down Erom the subsccibers, say, over & perlod of 2-3 years, as and when the

funda acre regulred,

Initlal I[ndicatlone Zrom Indumtry soorces are that tha total guacanktases
which gould be laspued for R20 mlllion of subscribed cepital would be in thes
peglon of R40O milliem, Mowsver; slnce the £ield and merket afe not well
established, 1t i1 suggested that we should budgot more conaervatively
initlally for a [actor of 10 timesa caplisl - f.2y E20 millionm of
subaccibed capital would generate R200 million of guarantaes in valoe.

The probable averaga guarantse ampont would be for 20% of the home loans,
and the average hooke loan would be in the region of R20 400.

phould demand exoeed the capaclty of the Fund, 1t {2 manticipabed that this
woluild e the mosk a-lg-ﬁlfl-:c‘lll': |.|jr_:|n.'1] aof thae snoesss of Ehe Inlklakive,. There
ig 1ittls doubt that in theae oircumatances the pacticipantse would be only
o0 willlng to top-op the capital reguirements in order to match the demand,
Thie ayarsgs samnant OoF anarsaatas,. Fherabl o WEkE A i T4 DOG Tear TmAn Arid T
million of guacantess In valde would thus be equlvalent to 50 000 bhoms loans.
Black bLullding contcactors would benefit significantly £rom suzh an Initlative
and thlz inccease in home bullding, spread across Soubth Afrdca; would create many
thougands of joba for blacka,
joreover, If we can atimalate the supply of 50 000 Such home lohne we i
able to cope with the actoal provision of hoses to match this demand ove
year period; ublliaing cor own utility companies® and osutnide contrackars,

Our cEpacity to produce homsa for the current financial year 18 budgeted at some
14 000 unlte, We @ghall not schieve Ehis outpil prircipally becsuee of the
limited svailabi Lty of sSmallear noma loans. The elflective provislon of Loan
collateral guaranceea woold prove ©o De & watarial atimuium 1n molving the nee
loan supply problem,

Utility companles are “corporatlone sot for gealen®™ 1n terme ol the Eout!
BAFriman .I"'.rri:'l.hnlh!l. Ak, Fha tihrhanw PTrandafFires hase B I'I.-lullr:| R T Y r-n-p.n.u.l-i

cegintered in the Republic of pouth Afrlcos,
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[D:LREBA FOUMDOT 10 TEL HI:B113341938

The Urban Foundation Die Stedelike Stigting
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Mr Géorge Gulse
16 Downing Btreet
London SWik IRA
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e Georye.

Attached lsz a proposal for the coreaticn of a goarantee Ffund to
stimulate housing loans for low lncome blacks, It is melf-
explanatory, but I enlacge.

The HL u.tnl:z

¥We are encountering stern resistance from lending institutions to
lend at the lowsr end aof the market, They saa it 48 & hilch-riask
vantura in which Lhay have had little experience. Insucring this
riak, we believe, would bring them in.

The Impack

The gearing ile most excolting, For a small investment, we could free
up substantial resources and direct tham towards the provieion of
homes (on an ownership bagla) for bleoks.

kdvantagen

re doea not require an investment of subatantial resources.
It will ba private sector and South African business-led.

It will irvelve blacks and will benefit them also through the
developasnt of skills and the growth of & black contractor
class,

It extends private enterprise principies through the home-
ownecehip process to a wider range of black South AErflcans.,

It lends ikself to joint actlon thue “spresading the riask",

Page X/ iviun
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Mobin Benwick supparta the proposal and | will be tranamitting 1t
tomorcow to Charles Powsll,

1 have also sabmitted education proposals but these ahould be dealt
with soparataly and are nok relevant fof present purposes,

Your guidance 185 much appreciated,
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10 URBESS FOUSDAT 10N TEL HO:BE118341538 HELT Fad

It i of great importance for the fotore of Bouth Africa and Lte peaceful

evolution to ensure that all income groups in the population are given access bo
adeguate housing.

Tt 1% also desirable for as high & proportion as possible of the housing Lo be
supplied on a homée ownership basis. Suppliss of auch howsing for tha upper and
middle Income groups are; genacally, baing akttended £5 by the private gector at a
reasonable rata.

The supply of housing For the lower lnoome geoups [comprising the majority of the
population) , however, 1ls nalthar keaping pace with current nesds nor making
pufficiant Iinroads ints the huge backlog,

The meskt signlficant single fackor currently affectiing ocur effectlvencss in thls
ares, incloding enkticing more private aestor companise inta the Fleld, concerns
the availability of lower income, smaller housing loans - that ig, those under
R3O 000 (Sterling equlvalent BT 300).

one of Ehe Packocs inhiblting the freer supply of amaller home losna srises From
the fact that the home losn Inatlbublons are exbtremely wary of the rlaks
irvalved, given the relatively short térm experience to date. GSmall losns are
aleo leas attbractive because of high sdminliotrative occests and lowet
profitablilitvy,

Inaurance companles which are either subsidlaries of or have <lose relationghips
with gome ballding societies have bgen offerling limited Eacilities furnishing a
pollateral guarantes Eo thelr own "in house® bullding soclaby againgt payment of
2 premium, These facilitles are nok, however, avallable in any genecal sense.
Guarantees have also been supplied by certaln employers., The availability of a
nationally stroctored insurance gquarantese f[aclility, elther in whole or in pert
wiruld clearly elicit a moch larger volume of employver guarantees Lhan 1s now
available, Moreover; it would Eolfil a vital role as an inducement for soclistiss
to lower theic lending threshold,

It is propoeed, therefore, that The Urban Foundaticon shouwld establish &2 home loan
guarantee fund which would issue collateral guacantees to home loan institutions.
quch a4 fund would also negotiate the re-insarance of a proportion of its risks
with the lnsurance Iindustry. The hand of The Urban Foundation In taking these
stepe would be gieatly strengthened if it had availsble an initial sum of money
of, nay, Ri0 miilion to act as & trigger for at least & similar amount of private
gactor investment in soch an Inftciative,

The conceptual parameters envisaged for this instrument are:

# It mupt be run on commecaial lines, =0 as o ensare fts aconcaic viablliky
and lts growth, premioms oollected should be sufficient to ensure thils.
Hotwlthatanding this basic reguirement; the company must be structured to be
ablé to innovate and provide leadership to the Insurance Industry.

Its board of directors must include directors experienced in the fleld, in
addition ko amubscribers' representatives and reprosentative black
leadership.
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The company should be professionally managed.,

Initial capital - in a minimum amount of R20 million - to be committed by
vallous private sector ingtitutfions; with the subecriptions for shares dravn
duwn from the subscribers, say, over a period of 2-3 years, as and when the
funds arge regalred,

Tnitial indications from Iindustry sources ara that the total guarankeées
which could be imgued For R20 million of sobacrlbed capital would ba in the
region of R4O0C milidon. Howsver,; gince the Field sand mErket aArs not well
eatablished, 1t 18 suggested that we should budget more conservatively
inlttally for & factor of 10 timea capital - L.a, R20 million of
subacribed capital would generate R200 million of guaranteesa in wvalus.

The probable average guarantee amount would be for 208 of the homa loans,
and the average hose loan would be in the region of R20 00C.

fhould demand excecd the capacliey of the fund, 1t is anticipated that this
would he the most significant signal of the suceess of the iniciative. There
ig 1ittle doubt that in these circumstances the participants would be only
too willing te top-up the capltal reguirements in order to match the dame.d,

The arsrage amannt of gnarantes. tharefrira,. wnnld ke B4 ANA per Tnan.  aed @940
gillion of guarantess In wvalue would thua be equivalent to 50 000 home loans.
Black bullding ocontractors would benefit significantly from such an initiative,
and thia increase in home bullding, sprasd scrosa South Africa, would create many
thousands of jobs foar bhlacke.

Moreover, 1f we ocan gtimulate the supply of 50 000 such home loans we zhould ke
able to cope with the actual provision of homes to match this demand over & 3
year pariod, utllising our own utility companien® and outzide conbtractors.

CUE Ccapagity to produce homes Eor the current financial year 1s budgeted ak some
14 000 umits. We shall not achlieve this oukpot principally becauves of tha
Iimited avallabllity of smaller home loans. The effective prowvision of loan
collateral guaranctees would prove to be a material stimulue in molving the homs
loan supply problem.

Otility companies are “corporations sot for galn™ in terms of the South
Afriran CAaspeidlas Lok, The frhas PFoosdatiom has £ [miw) worh rowpeslss

régintered in the Republic of gouth Afriea,
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Telephone §7-353 71545

Fax: 079-RA7 47

Tedes 2647

FALG/BJM 18 January 1989

Mr Charles Powell
Private Secretary to
The Prime Minister
10 Downing Street
LOHDON

Dear Mr Powell
This is just te confirm our recent telephone conversation in
which we arranged for. Jan Steyn to come and see you on Friday

‘a1 JENUATY ATt 9 am.

Yours sincerely,

Aaadvzd) a Adnn

F A L Gordon
Director
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MRS. GAISMAN

Could we pleass discuss the attached letter.

The Prime Minister has agreed 1n principles

to this engagemnent.

C. D. POWELL

15 September 1988
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- THE URBAN FOUNDATION (LONDON)

Company limioed by guaranpea

& Holborn Wiaduct, London EC1R 1A
lelephone 01-353 1545

Fax: D1-583 2R47

Teipy 231

JHE BJM 14 September 1%88

Mr C Fowell

Private Secretary to
The Prime Minister
10 Downing Street
LOMDON

Dear Mr. Powell

Thank you so much for having facilitated the meeting with the
Hon Prime Minister teoday. I leave on an extended visit to
West Germany and China tomorrow morning and will only be back
in South Africa on the 19%th October. However, in view of the
Prime Minister's positive response to the suggestion of an
informal dinner party with Mr Oppenheimer and with ather
South African business leaders including a prominent black
businessman, may I ask you whether you could indicate whether
an evening during the week commencing January 16, 1989 wculd
be suitable. We will then reserve that date and extend
invitations after consultation with you on my return to South
Africa. I would be most appreciative if vou would
communicate with Brenda Maslyn at 353-1545 in this regard.

I will alse follow up on my undertaking to devalop more
concrete proposals along the lines discussed when T return to
office on the 19th October.

Yours sincerely,

e

COUNCIL OF MANASLEMEMT | W CEARKE & LIRALISTAIRFRAME « O HAMBROMC « HLF OPPENHEIMER
“ F OFPPEMNHEIMER " A ROSHIAT « [OF ME 5ITH CBE = THE H{O |H, STEYN = LHA WODD
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10 DOWNING STREET

LONDON SWIA JAA :
From the Private Secretary 14 September, 1988.

PRIME MINISTER'S MEETING WITH MR. JUSTICE STEYN

The Prime Minister had a good talk this morning with
Mr. Justice Steyn of the Urban Poundaction in South Africa.
I did not take notes, but the following is my recollection
of the highlights,

Dr. Steyn described the work of the Urban Foundation.
They were not a charity. Their aim was to promote the
economic advancement of black South Africans by enabling
them to help themselves and increase their independence. By
improving economic conditions, they were helping to prepare
black South Africans for eventual political responsibility.
South Africa for all its faults was the one country in
Africa with a successful programme of black enablement, He
hopad that the Prime Minister would encourage British
businass to remain in South Africa and increase its support
for the socio-economic advancement of blacks. South Afrieca
would eonly rid itself of apartheid if it had a growing
aconomy . This was why it was so vital to resist sanctions,

Commenting on the political situation in South Africa,
Dr. Steyn suggested that President Botha had lost his nerve.
There was great dissatisfaction with his performance within
the South African Governmant, and the business community
ware dismayed by his lack of leadership. At the same tims
he faced a very serious problem from the right=-wing. The
unity of Afrikanerdom had been finally destroyed, and
President Botha was having to develop a new power base
involving Liberal Afrikaners, English-speaking South
Africans and even the Coloureds. He was confident that the
Foreign Funding Bill would never reach the Statute Book.

The Prime Minister said that it was not enough to werk
just for the economic advancement of blacks: there had to
be parallel progress in removing discrimination. She would
continue to oppose sanctions, but must be able to peint to
progress in dismantling apartheid. Instead the reform
progress seemed virtually to have ground to a halt. The
@sgaential steps were the rslease of Mandela and the rapeal

CONFIDENTIAL
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of the Group Areas Act. Dr. Steyvn said that he was certain
Mandela would not return to prison. There was talk of
ralease by instalments.

Tha Prime Minister asked Dr. Steyn to let her have a
note of the steps taken to assizst South African blacks.
Dr. Steyn said that he would like to organise a discreat
dinner in London involving top Scuth African businessmen and
British businessmen with major interests in South Africa.
If the Prime Minister would attend, this would be a great
eficouragement to the whole business community to keep ap
their work for black economic advancement, The Prime
Minister sald that she was not sure that British businessmen
wonld welcoma having attention drawn to their rola in Sauth
Bfrica., But she might be ready to attend a much smallar
gathering in a private house, particularly if one or mare
black business leaders were included. It was left that
Dr. Steyn would get in touch with me about this.

I am copying this letter to Neil Thornteon (Department
of Trade and Industry).

C.D. Powall

.M., Peirce, Esqg.;
Foreign and Commonwealth Office.

CONFIDENRT IAL




FRIME MIKISTER

MEETING WITH MR. JUSTICE STEYN

You are to see Mr, Justice S5teyn of the Urban Foundation of
o e o, oAy

South Africa tomorrow. You read the main background papers in
I———,

the folder during the weekend. Yoo may like now just to
glance at the letter from the FCO at the top of the folder

which updates them in certain respects.

= .

The points to make are:

congratulate him on the work of the Urban Foundation. We
shall go on doing what we can to support it, within all
Ehe other calls on our respources;

anlike other governments, we do publicly acknowledge the
considerable reforms already made by the Sounth African

Government. We welcome, too, the progress being made
over Anqntafuhmihia. We shall continue to oppose
sanctions. We want to see British business continuing to
invest in Socuth Africa because we believe their social
and housing programmes can help ia breaking down
apartheid;

but what has been done so far is not enough and that fact
e -

simply has to be faced. While economic progress is

essential; it 18 not a sgbstitote for political reform;

the basic eguation is that the South African economy will
only grow at a satisfactory rate if it gets outside
T —
investmant: and outside investment will only resume if
|,

there 18 political reform. The alternative i=s

S ——
stagnation, and probably decline;

the essantial reforms are an end to the Group Aresas Act
e —— e,

and the release of Mandela. These are nettles which the

————
South African Government really must grasp;




if there is not progress soon, the intsrnational campaign

for sanctions against Bouth Africa is likely to resume
—

and gather force, more particularly if the Democrats win

Ehe U Presidential Rlections:

e

wa tharefore hope that Mr. Bteyn will convey vour view on
his return that earlier progress on internal reform must

be resumed.

e\

Charles Fowell

13 September 1988
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Foreign and Commonwealth Office

Londen SWlA 2AH

13 Beptember 1988

hﬁ Phiviy
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Call on the Prime Minister by the Chairman of the
Urban Foundation : 14 September

E
Thank you for your letter of 1 September, in which you
asked for briefing for Judge Steyn’s call on the Prime
Minister on 14 September. I enclose a personallity note about
him.

The Urban Foundation was established in 1977, since when
it has launched about B00 projects designed O uUpgrade the
standard of living of urkan Eiﬁcks. Its projects include
providing advice to self-help housipng schemes; assistance with
loans for house-buiding and purchase; and educational aid.

The Foundation 15 supported by leading elements in the South
African business community.

The Foundation’s income in 1988 is likely to be about
R260m (double that of 1987). We have supported its work
directly (by a donation of £30,000 for bullding materials for

lﬂwﬂgﬁﬁzﬂggugépq in the squatter settlements where people had
lost thelr homes in the Natal floods in Octocber 1987. We are

alsﬁ'EEHfrIEEE%ng to further up-grading in Natal. Mr Renwick
addressed the Foundation’s AGM on 17 August (a copy of his
speech is enclosed). If Judge Steyn asks for furfher funds,
the Prime Minister might say that such funds as we have need
to be spread among a variety of causes in South Africa, but
that he should raise the subject with Mr Renwick. (For

background, I enclose a note giving details of ocur aid
programme to South Afrieca).

The memorandum enclosed with Judge Steyn’s letter is a
plea for the ocutside world to understand that change in South
Africa is a slow process. W We agree, but find the memorandum a
touch complacent in tone. Notwithstanding the specific
evidence cited at paragraph 4 of the memorandum, on which the
Embassy have offered comment in Pretoria telno 234 (enclosed),
the underlying problems in South Africa are accumulating
rather than fading away. The key fact i= that over the past
decade the South African economy has failed to grow at a rate
sufficient to keep abreast of the increase in the population
(since 1980 economic growth has averaged 1.3% annually whilst
population growth has averaged 2.4% a year). As Mr Renwick
told the Foundation on 17 August, apartheid laws are
inhibiting economic growth. Judge Steyn’s belief that the
West should expect and accept a pericd of administrative and
political "consolidation" before "significant new reforms




emerge" is misplaced: fundamental political change is a
pre-condition for sustained economic growth. The recent
botched attempt to reform the Group Areas Act does not augur
welly though the draft legislation incorporates proposed new
"open" areas 1t aleso includez harsh new provision to enforce
racial segregation in other areas. The decision to reconsidear
the draft bill to restrict foreign funding (the Promoticn of
Orderly Internal Politics Bill) is, however, welcome.

In his letter to you of 1 September, Judge Steyn
indicates that he intends to raise a six point agenda with the
Prime Minister. Mr Renwick advises that Mr Steyn is in fact
unlikely to stick rigidly te it. Points to make are:-

a) the work of the Urban Foundation is excellent, and we shall
de what we can to support it;

b) we shall keep up pressure on the South African Government
for early and convincing progress towards fundamental
change. We hope South African business will be as
forceful ;

in particular, we hope to see the Group Areas Act removed,
and a way found to release Mandela;

whoever wins the Presidential election, there is bound to
be a reassessment of US policy towards Scuth Africa;

we appreclate the problems inherent in re-distributing
wealth in South Africa, especially if the economy is not
growing, or growing only slowly. Key to adequate growth is
political change;

as we see the realities, time is a luxury Scuth Africa
cannot afford.

b
fi Ot B 17

n
gﬂ% 3

(R N Peirce)
Private Secretary

C D Powell Esqg
PE/No 10 Downing Street




STEYN, JAN HENDRIK
Executwve Director of the Urban Foundanon

Born 1928 in Cape Town. Educated at Swellenbosch University, Commenced practice at the
Cape Bar in 1950, Took silk in 1963, Appoinied a judge of the Cape Supreme Court in 1964
Took leave of absence in 1977 to become director of the Urban Foundation. Retired from the bench
in 1981 in order to devote himself entirely to the Foundation.

CQuistanding Afrikaner personality. As a judge he played a natonal role in work connected
with Prisoners Aid, the affairs of the Coloured Community and penal reform

The Urban Foundarion was formed in 1976 by & group of leading businessmen. led by
Harry Oppenheimer (gqv), with the object of improving the gquality of life in urban black
communities. Steyn has had remarkable success in tuming the Foendation inte an effective
organisation which is doing very good work in the townships and which, despite inital scepticism,
has won considerable black support, fin outstandingly able, enlightened and decent man,

Re-mammied in 1981 10 a charming divorcee (Anne). Between them they have seven
children.




AID TO SOUTH AFRICA

BACKGROUND

l. UK bilateral aid programme started 1979. (Though British

Council invelvement in educational programme for black South

Africans started in 1958). No government to government

caontact.

Rapidly expanded programme now consists of:

scholarships both in UK and South Africa.

- education related technical assistance books, English
Language training.

- grants for community development projects.

- grants to NGOs for social projects.

- grants for trades union training.

CosSLE

Programme running at £4.5 million annually (estimated
£25 million over 5 year period 1987-92).

Scholarships

Funds provided annually for:

= 80 undergraduate awards in UK.

= &6 undergraduate awards in Scuth Africa.

Z10ACHM P1




60 postgraduate Nassau (Commonwealth) fellowships in UK.
60 shorter postgraduate awards in UE.

- in total, 500 individual awards this yvear, rising to 650 by
end 1989.

Community Self-Help Projects

£450,000 provided this year for wide variety of projects in

the deprived urban and rural areas.

HGOs

£1 million allocated to MGOs for social welfare projects,

@g the Alexandra Cliniec and Operation Hunger.

Multilateral

UK’s contribution to the EC positive measures programme
running at £3 million a year. We also make grantes to the
United Nations Education and Training Programme and the
Commonwealth multilateral scholarships scheme which provide
awardse to black South African refugees.

Z10ACM P2







PRIME MINISTER

MEETING WITH MR. JUSTICE STEYNH: CHAIRMAN OF THE URBAN
FOUNDAT ION

SR

¥You are to meet Mr. Jan Steyn,; head of the Urban Foundation in
South Africa on Wednesday. You may like to look before then
;E_a paper which he has submitted, as well as a letter from
Robin Renwick, both of which you will find in the Folder. As
vou will see Robin thinks that Steyn has done more than anvones

to work for positive change in South Africa, in particular

by getting ?Eﬁugﬁiz to raise money to provide housing for

I ———

urban blacks. If wou have time, vou may also like to read the

copy of Robin Renwick's speech which he has sent in. Tt is

very good and has attracted a lot of Eavnu}égle commant in
South Africa.

EST

C. D. POWELL
B September 1%88

KAYAKR




10 DOWNING STREET

LONDOMN SWIA 2A4

Eront the Private Secretary B September 1988

Dan N Golon,

Thank vou for vyour letter and I am
sorry for making Mr. Stevn a Professor
rather than a Judge. It iz kind of vou
to invite me to the occasion an
12 September, but I am afraid that T
already have engagements which make it
impossible.,

- dichte

G
s e

Charles Fowell




@ HE URBAN FOUNDATION (LONDON)

ompany limbeo hy puzrmnmes)

i Holbarn Viaduct, London BECI1P 1A)
Telephone 01-353 1545

Fax: F1-583 247

Telex 264791

PALG/BJM 6 Seprember 1988

Mr C D Powell
Frivate Secretary
10 Downing Street
LONDON

Dear Mr Powell

Thank vou for yvour letter to Jan Steyn of 1 September which I
have passed to him in Johannesburg. You may like to note
that he is not Professcr but a Judge. For vour interest I
encloge a short CV.

Az I have just mentioned to your Duty Clerk, Sir Alistair
Frame is giving a reception for Jan Steyn at Rie Tinto Zinc,
E St James'sa Sguare on Monday l2 September at 5 pm. Jan
Steyn will be talking about The Urban Foundation's current
work in South Africa and the political background and
prospects. I expect he will give some time to the Group
Areas Act which is the subject of a major campaign by the
Foundation at present. The talk will be followed by drinks
and light buffet.

If vou felt that it would be useful to listen to Jan Steyn in
advance of the Wednesday meeting 1t would give us great
pleasure if you could come. If you can, I would ke grateful
if you could let me know Dy telephone.

Yours sincerely,

Mr‘m awﬂ

P AL Gordon
Director

CORLINICEL OFF Pl AN A ESENT .M. CLAHKE ¥ MEALIDVIAEFEARME & L0 HANMHRL) WL « P OFPEMHEIMER
M.F. OFFENHEIMER = AM, ROSHOLT « DE MA SMITH CBE » THE HOM. LH. STEYN = [HA WOOD

REGISTERED I ENGLAND Mo, 14560
RECISTHRED CHARITY M. 280310




THE HCN J H STEYN, BA L1B SC L1D(HC) DPhil(HC)

Jan Hendrik Steyn was born in Cape Town in 1928 and graduated
BA L1B from the University of Stellenbosch in 1949. He
practised at the Cape Bar from 1950, took Silk in 1963 and in
1264 was appointed Justice of the Supreme Court, Cape
Provincial Diwvision, where he served continuously until 1977.

During the perlicd 1250 to 1277 he lectured at the
Universities of Cape Town and Stellenbosch in Company Law,
Civil Procedure and Criminology. He established an Institute
of Criminology at the University of Cape Town in 1976 to
research and promote the reform of Criminal Justice in South
Africa. He was an elected member of the Council of the
University of Cape Town from 1974 to 1981.

In 1977 Mr Stevyn was granted special leave Erom the Supreme
Court Bench for a period of three years to take cffice as the
first Executive Director of The Urban Foundaticn and in 1981
he retired from the Banch to davote himself to the Foundation
on a permanent basis.

Mr Steyn holds heonorary Doctorates of Law from the University
of Witwatersrand (198l) and from the University of Cape Town
{1985). In 1886 he received an honorary Doctorate of
Philosophy from the University of Stellenbosch for his
contribution to society through his work with The Urban
Foundation.

Mr Steyn's awards from the business community include: the
Johannesburg Sunday Times "Businessman of the Year" 1982; the
Leon/Fox Foundation Community Services Award 1984;: the
Harvard Business School Club of South Africa "Business
Statesman of the Year" Award 1985, for his contribution to
the advancement of the economy of Southern Africa and the
welfare of lts people; and the Allied Building Society's
"Wisionary of the Year" Award 1986, for South Africans who
have played a constructive and far-sighted role in the
development of the country.

Jan Steyn is now Executive Chairman of The Urban Foundation,
Chancellor of the Medical University of Southern Africa
(Medunsa), a Director of Anglo American Corporation, Barlow
Rand, First National Bank, the United Building Society and
Metropolitan Life of South Africa Limited, and is on the
Board of the University of South Africa.







PERSONAL AND BRESTREICTED

v
BRITISH EMBASSY
PRETORIA

5 September 1988

C D Powall Esg
10 Downing Stxeel

] —
_)._'_-.—\.. |—{—|. l--\-'\-;.'\}l

TREBAN FOIMNDATION

1. As Jan Steyn, head of the UOrban Foundation, will

be calling on the Prime Minister on 13 September, voun may
like to have the attached copy of the speech I made at
their Anneal General Meeting, This was covered throughout
the ScutlmATTrifan press, incloding the Afrikaans and

black press - nmotably the calls for the repeal of the
Group Areas and Populatieon Registration Acts ete. I
enclose an editorial from the Cape Times., There were
plenty of others in the same sense.,

=

2. You will have ELN more worthwhile wisitors than Jan Stevn.
We concerted together ofr lobbyiflg agafmst the negative
features of the Group Areas amendment acts and persuaded

the editor of Deeld to join in the campaign. The

Government 1s now re-conslidering the legislation, though

it is too early to say whether it will really be improved.

1, ¥We already are giving some help to the Urban Foundation
(set oul in the speech). I am hoping to extract from the
ODA a grant of R500,000 (£125,000) for them next year.

4., Jan Steyn has done more than almost anyone to work for

positive change here and will give you a wvery accuarate
analysis of the political situation.

R W BEenwick

PERSOHAL AND BRESTRICTED




THURSDAY, AUGUST 18, 1988

IMessage from
et m
i § et I\’I - T
(0 T aggle_ i :f—"_-_'.;__:

- i R " L

' S{ILTIII Africans have been wamed by the
British Ambaseador in the endliest possible
fastiion that this eountry, on ils present course, is
heading for isolation and the dubious benefits of
'a HEEE m“rr HLE _I':I . ﬁ.:.l:'.l"l'l i3 (8
* Ihis is the plain meaning of Mr Robin
Renwick’s remarks o the Ur Foundation
yesterday. Not that the Thatcher government ks
Agnoring the f:cﬂlmrir.lts in reform: There is high
repard for the work of the Urban Foundation

under Mr Jan ' Steyn. Britain has noted ihe
mm Jn accepling ||h_lqu:'llt
| i el

government's rea
wrbhanteation as A fact. | o e AL T
Rut the ambassador, in his carelully,
measured remarks, -seemed abo 0 delect 8
contrary frend, a developing fatalism. -
" Are Soulh Alfrieans becoming resigned to
repression, with censorship and emergeimy ule
as a permanent state of affnirs? SR
 With a candour appropriste between
nalions so closely linked by ties of kinship, tracke
amd Wistory, the ambassador called on Soigth
Adrican husinesanen to keep up the presiure (0
get nid of apartheid laws which are not only
unjust, bul mre also inhibiting growth, The
aribassador belicves, for example, that the
sooner the Group Areas Act Is serapped the
better for the country. The timing of his
statement wad hardly accidental, just as the
government is o enad ferocious new penalties to
eritrench med enforce group areas — and & Laking,
new powers io bulldoze squaller seltlements,
Thete are some positive steps, but they are

greatly uulwr.ighl_-c{ by the negative, ~

- floth business and povernment would do
well to reflect, Read with Mr Jan Steyn’s serious
appeal to the State 1o reconsider, the harshly
‘repressive legisiation - which is pending, - the
‘ambassador's message is plain. © =5
Mr Steyn believes this kegistation will inflict
deep hurd and, in so doing, will rekindle ihe
snctions campaign. Can the bills not be referved
hack to standing commitees . for [urther
il\\'ﬁti'g?“m'l? b . x U EREPE S gE PR, |
| To go ahead would be folly. To enact such,
laws ol this point would be. n huge =lep
backwards, risking a renewed cycle of violence
" aned repression in the cities and inviting the world |
i0 do ils damnedest, sanctions and alli 45,5
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ADDRESS BY THE BRITISH AMBASSADOR AT THE ANNUAL GEMERAL MEETING QF

THE UEBAN FOUNDATION: JOHANNESBURG: WEDNESDAY AUGUST 17 1988

It iz a privilege to be asked to address this, the eleventh Annual
General Meeting of the Urban Poundation. I have long been a strong
supporter and admirer of the work of tha Foundation, It is an

institution that has always seemed to me to epitomise the

acceptable face of capitalism.

The Foundation was launched in difficult circumstances twelve years
age. Most of the founding Fathers still are actively involved and
some are here today. You will wish to join me in paying tribute to
your President, Harry Oppenheimer, and Vice-President, Anton
Rupert, who from the beginning were guiding spirits and remain so

today.




.E ROLE OF THE POUNDATION

I thipk it worth considering today why, at a time whea many othsr

well intentioned initiatives failed, the Poundation has made

enormous strides and a real impact on South African socisety.

When the Foundation began its work, private housing was provided
for whites and public housing for non-whites - resulting,
invevitably, in a chronie and desperate under-supply of housing For
the black community. The public housing units wers more or lass
uniform. Those who had more resources and could afford better
houses had few opportunities of improving their situation. They
were of course prevented, and still are, from moving out of the

townships into "white" areas.

Many Urban Foundation projects have helped to change that
situation. The programmes in which you are engaged have undergone

a2 remarkable expansion. This year alone the Urban Foundation will

—
e

thereby contributing to housing facilities for owver 100,000

pecple. Income from donations is expected to be R20 million.

Total sxpected revenue, including housing sales, will be R260

million - nearly double last year's figure.

As these programmes developed, it became increasingly clear to Jan
Steyn and his staff that the most critical needs are not in the
formal housing sector at all and cannot be met by that route,
pEcause resources are simply not available to make Fformal housing
available on a scale which would match the influox into the cities

which 1s taking place now and is going to continue over the




..:t decade. The response of the Foundation has been to devote

increasing efforts to informal settlement schemes based on the

up=grading of the shack and sguatter settlements.

These schemss already have shown some remarkable results and it is

in this area of the Foundation's activities that the British

Government is taking a particular interest. Last October we made a

I AL ol . e R S e R L

contribution through the Urban Foundation to the provision of
low—cost housing in the sguatter settlements where people had lost
their homesa in the Matal floods. This yvear we are contributing ko
further shack up-grading in that ar=a through the Poundation's
Innova Informal Settlement Programme. We are looking also at the
Foundation's plang to provide assistance with informal housing in

the Western Cape and we intend to support that project too,

The great bulk of the Foundation's resources, however, com= from
private industry and must continue to do so. We have never sought
to tell British companies whether they should or should not remain
in South Africa. That i1s for them toc decide on the basis of their
commercial judgment and a judgmant also, I hope, about thelr social
responsibility. I shall have more to say about disinvestment. But

——

what we certainly are doing is Lo urge those British companies =

-

—

the great majority - who wish Eo stay hare, to maintain and

increagse the contribution they make to the health, welfare,

pensions, traiﬂiQEl_EﬂEEFEE?Q-Eqd g@jqﬂ:ﬂment ﬂE"Eh%Er nun—whi;e

employees. And most of them, I am glad to say, are lsaders in this

field, British companies devoted well over Rand 140 million to

their efforts in these fields in 1986 alone. As an illusktration of

the kind of efforts they are making, one EritiEE_EEmEH“E a!qgg has

pledged the sum of Rand 3 millicn to the Urban Foundation this year

and, I believe, is considering a similar contribution next year.

=




those who feel strongly about the situation in Scuth Africa, as

r and all of you do, I would urge to show their commitment to

improve the situation about which we are all concerned and about

which we - rightly - complain by matching efforts of this kind.

Does this mean that the Orban Foundation has sought to operate in

soms kind of political vaccuum or that it has neglected ta ase a1l

the instruments at its diaposal to help achieve political change?

It certainly does not. We all recall that at the time the
Foundation was created cfficial policy was not to recognise the
permanance of the black urban population. They were suppossd to be

gastarbeiters to be lodged so far as possible without their

familiea, and to retuarn in due course to homelands most of them had

navear Iagn.,

So far as the Foundation was concerned, theres would have been no

g without first establishing the

right to permanent settlement. The Foundation fought successfully

then to freehold tenure in the urban areas. It then directed its

energies to lobbying for the repeal of the pass laws, under which,

not so long ago, a guarter of a million people were arrested every

year. These reforms, which are of permanent value and have made a

real and practical difference to peoples' lives, have owed a great

deal to the efforts of Jan Steyn and pressure from the array of

business leaders associated with the Poundation. Your record in

this regard - that of achieving practical improvements in the

circumstances under which the majority of people live - is second

to no-ane's.,




Thiz determined pressure to secure changes ip the legislation

continue, Eor obtherwise yvour other efforts would be in wvain
e y Y .

Group Are=as Act, it has become fashionable to say, is not the

central izsue in South African politics. And indeed it is not.

The central issue is the sharing of political power. But the Group

Areas Act remains a fundamental source

of alienation in this

society. It is about to be amended. The Foundation has made clear

its position, which is that the Act should be repealed. 1t may be

thought by some imposssible to repeal it now; but one day it will

ba thought impossible to continue with it. The sooner that day

comes, the better 1t will be For South Africa,

The winning of full property rights for black peopla in the arban
areas in turn has resulted in tha sale of government housing and in
the private sector financial institutions currently advancing over

R10O0 million a month to black home buyears.

In recording these achievements I am not minimising the size of the
mountain to be climbed. There are about 170,000 black home ocwners
in the urban aresas - an enormous advance on the situation a decade
aga,; but still a very modest figure. The size of the urban black
population in 1980 was estimated to be about nine millions. By the
2nd of thia century those numbers will have more than doubled, The
Fact is that any government of South Africa is going to Face the
mogt formidable tasks, What we can reasonably ask of all ocur
governments is that they sheould not spend their time making the

problems harder to rasoclve.




. follows from everything I have said that the Foundation, working

at the coal face of changing society, has to attempt a more

difficult task than simply sending out more moral messages as  to

what should and should not be done, It has had teo work for change

by formulating projects which are workable, and which can be

financed, and by working with determination to eliminate the

impediments to their realisatien - an approach which means

eschewing heady rhetoric and the creation of expectations which
cannot be fulfilled, but which has proven its practical worth and

13 currently the only way to succeed.

From time Eo time I am asked what business leaders can da to help

change South Africa. Your influence with the Government, it often
is pointed out, is limited. Many of your recommendations have been
greeted with the response that businessmen should stick to making

money. But you must maintain pressure on _those who have the power

to change laws which not only are unjust, but alsoc are inhibitiqg

economic growth, Most important of all, business leaders

represented here contreol large empires of your own and whatever Vol

can or cannot achieve vis a vis the government, you can succeed in

breaking down apartheid within your own enterprises; and that

process so far has brought about more fundamental changes than

almost any other I can think of here.

FREE ENTERPRISE AND APARTHEID

How often have 1 heard it said that capitalism supports apartheid.

It is, unfortunately, a myth that capitalism guides the key

decisions of the State in South Africa. I eonly wish it did. 1In




fact the principles of free enterprise and of racial segregation

are totally incompatible.

Some months age 1 was asked to give a talk to the Institute of

Directors about privatisation and de-regulation. What has that got

to do with political reform? A great deal, obviocusly. For by
modern standards this is a hopelessly over-regulatead sgociaty, with
one of the world's more cumbersome bureaucracies. and many if not
most of those regulations, for instance the restrictions on land
use, as well as a high proportion of those bureaucratie jobs, stam

from the continued enforcement of aspects of the apartheid system,

But, we are told, you have moved away from apartheid. And in some

important respects that is true, We are not among those who refuse

to recognise the importance of the changes that have been made -

the legalisation of black trade unions, the ending of job
reservation, the scrapping of the pass laws., This is, gradually,

becoming a more multi-racial society. But it is no use pretending

that apartheid has been abolished, or is about to be, The

cornerstone of the apartheid system is the Population Registration

Act; and it remains very much in force,

UTOPLIANISM

Since this country is in a state of arrasted development

politically, it is hardly surprising that among some of the

pProtagonists here, econocmic thinking has not advanced much either,




Thera still is, on the one side, a continuing belief in the

efficacy of state capitalism; and on the other an equally naive and

T

utopian belief in an extreme form of socialism.

The fact is that both concepts are hopelessly out-moded,

When Krushchev told the West: "We will bury you", he claimed that

ne meant the economic performance of the socialist countries wouald
g0 far out-strip that of the West that the Western economiss soon

would collapse under the weight of capitalism's own contradictions,

Well, what has happened since? What is the raason _in the Soviat

Union for the policy of perestroika? The main reason, according ko

the Sovist leaders themselves, is economic stagnatien,

The Soviet Union alone, together with some parts of this ceatinent,
has contrived to defy the laws of economics as they have applied
elsewhere in the world and actually to worsen its own problems

while others have been sclving theirs,

of the countries on this continent which have tried, with an equal

lack of success, to follow the same route.

The management of a socialist aconomy requires A hyper-efficisnt

burzaucracy. And speaking as a bursaucrat, I can assore vou Ehak
A L - i r L ¥

does not exist anywhere, least of all in Africa - including this

part of Africa.




.‘Jt-'. can hardly fail to be struck by the extraordinary blindness
displayed about the history of this continent. That, perhaps, is
to be expected. "The one thing history and experiénce teaches is
that no-one learns anything from history or experience." Thus,

ignoring what has happened to other African economies, the cry goes

up: "let's make all the same mistakes again.”

What is needed here is to preserve the economy while changing the

politics - not to destroy the economy while reinforcing the worst

features of the political system.

L= T R
In many parts of the developing world, democracy fails. 0One party
systems encourage the centralisation of power. When change can
take place only by wvioleant means, one un-democratic system succeads
another, "Hence the dilemma: many societies cannot afford

democracy bat even less can they afford not to have it."™ Jan Steyn

added that South Africa is a prime contender for this contradiction

in terms of its future development.

of resigning yourselves to living permanently under censorship and

states of emergency?

"WORSE IS BETTER"™

I have spoken about the problems which would confront this country

undar any form of govarnment, nparatigp_ﬂpnﬁer at present is

engaged in helping to Feed 1.3 million black South Africans. There

—

are very few cases of actual starvation in SBouth Afriea today. But

there are hundmfds of thousands of cases of malnutrition, including
problems on a4 massive scale of the malnatrition of children,

Tuberculosis is rampant in the sguatter settlements of the Cape and




‘n the Rand. Because there is no starvation, there still is a

large influxr, legal or illegal, of people from the neighbouring

countries sesking work here.

Against the background of the economic circumstances I have

described, you will, I hope, begin to understand why we are so

totally opposed to the absurd and pernicious doctrine that "worse

iz better”. The idea that by meteing out more economic punishment
we can hope to improve the situation here seems to us a pathatic
illusion. On another ocrcasion recently I pointed out that
prosperity without freedom would be an unattractive prospect even

if that wera possible, which it is not:; but that freedom amidst

gconomic misery is a pure chimera. FPFor amidst misery, there can be

no freadom.

t has become a truism to say that South Africa is both a first and
a third world society. Many of South Africa's problems are nnigue
ta this country and are a consequence of a system of government and
of organising society which also is unigue and not accentable
anywhere else in the world. But rather a lot of South Africa's
problems, and some which are just as fundamental, are not difFfarent
to but the same as those of other African countries and of
developing countrieas anywhere. I use the word "devaloping™
advisedly, because some countries are not developing at all: or
rather their development is not keeping pace with the population
ilncrease and South Africa of late has fallen into that category

too.,

I have talked of the doubling of the size of the urban population,

As a function of population increase and better health standards,




.lr;re ara in this country going to be ona million more people to

feed every year. Of courss tha incorease is cumulative, The rate

of increase at prasent is about 700,000 people a year. Within a
fow years the million a year mark will be reachod and then

surpassed,

In few societlies 13 it easier to understand the anger and
frustration of those struggling Eor their political rights. Bat
that does not mean we should applaud the intolerance which
characterizes South African politics and which, unfortunately, is
not manifested only on the Right. The call for sanctions 13 bocn
not of malevolence or a desire to destroy, but of frustration., We
should ba ill-advised to question the bona fides of those who
genuinaly believe, alb=it against most of the evidence so far, that
somehow they might help. By the same token, I think, we ara
entitled ourselves to object to attempts at the "moral necklacing"”
of those who are just as adamantly opposed to apartheid, but who

have the temerity to question whether further economiec sanctions

will have the miraculous effects which, apparently, are attributed

ta thgmt

e

The guestion is not an ideological, but a practical one.

we seek best to overthrow apartheld without inflicting even greater

—

—

misery on the people of South Africa, to say nothing of the

neighbouring States? The reality is that mora genaral sanctions

[

—

might end up reducing the average income of white South Africans

by, say, five per cent. But they would reduce the income of black

South Africana thrown out of work by one hundred per ceat and the

conseguences for their much larger number of dependents do not bear

e

thinking about. Even sanctions advocates acknowledge that they




.__Eld takes a very long time to produce their effects. What we

would like to know is: what is going to happen to all these paopls

meanwhile?

ha I try to spend a falr amount of my time visiting the townships,
whara invarfably T have been greeted with courtasy by people
struggling cften in the most difficult circumstances, it i= easy to
understand the sentiments of frustration and desperation which in
turn can lead to the advocacy of strategies which clearly make no

sanse at all. Of all the self-defeating doctrines or slogans T can

think of none worse than: "Liberation before Education". Pracisely
because soma other, more courageoas and mora serious "radicals" saw
that as the worst policy of all, that battle cry now is ganerally

discredited. For the truth of course is that without education

there will be no liberation., The Urban Foundation has been making

a major contribution to the expansion of educational opportunities
for the black community., We have ourselves launched a Rand 90

million programme to contribute to that goal. Education is a

crucial solvent of apartheid.

There is another doctrine which still sesks to create no less

dangerous an illusion. This is the belief so ardently propagatsd

that the outside world can solve South Africa's problems,




I alsoc have found; however, another and far more serious
intellecktual current within the black community which has been

reflected also in recent articles in the Sowetan and Weekly Mail.

This is the belief that change is achievable, Indeed it is

certain. But those who promise short-cuts are going to discredit

themsaelves, It will be a long, hard road and what matters most at

this stage is to develop self-help structures whlch increase the
confidence and organisational strength of the communities, Many
thousands of people in this country are working to do just that and
1f these organisations are to have any credibility they have to
prove themselves by delivering practical benafits to those they are
seeking to help. We in turn try to help them and we shall be
supporting this year over a hundred community projects of this
kind. That will not bring libaration tomorrow; but it certainly is

going to help peopls today, and also create hope for the future,

DISENGAGEMENT

As wa try to assist community groups inm the townships, so we come
BY numerous groups
T have b=en told that they used to receive help from companies,
usually US companias, that have left., When I visit the liberal
univarsities, T hear of acholarships for black students that also

have terminated when companies left.

When a company decides to leave this country, it does not continue

te worry about South Africa., ©On the contrary, it writes that

subject off its agenda. And, after all, we can hardly blame them.

They are not asked by the apostles of disinvestment to go on doing

anything positive here. All they are asked to do is leave.

T T e ——




These preasures to dis-engage apply not just to companias, buk to
countries as well., We are urged to cut off all egonomic contact
with South Africa, to break off diplomatic relatiens, to engage in
a cultural boycott, to maintain the sporte boyecott, to reinforce

the academic boycott = in short tg leava, and pretend that the

place no longer exists. OFf course we could go on voting for

resolutions at the United Nations. It would not be clear what alse

we could do. And any country that takes that course is goeing to
end up writing South Africa off its agenda too - except, of course,
in the purely rhetorical sense, And if that kind of isolation were
achiaved how, I wonder, could that possibly help those struggling

for change here?

S0 far as Britain is concerned, we do not believe in
dis-engagement., We do not intend to walk off the piteh, We intend

to stay on the pitch - to go on working for peace in Angola, an

internationally recognised settlement in Namibia, a return to the

Nkomati Accord with Mozambique, the repeal of all racially based

legislation, the release of political leaders and negotiations in

which all parties can participate on the basis of a cessation of

violence on all sides. We do not expect instant transformations,

Or success on all fronts at once, But however long it takes, and

however hard we have to struggle we will Jo on working to attain

those objectives, We are determined to halp to defeat apartheid.

And we intend to demonstrate that we too do not lack staying power,

When there are positive developments, which we have ancouraged, we

will welcome them, We do welcome, and have worked hard to

encaurage the progress currently baing made in the Angola/Namibia




.Egntiatiuns‘ We strongly support also and have tried direetly to

contribute to the efforts currently underway to normalise relatians

with Mozambigue.

FATALISM

The most dangerous and debilitating disease in polities is

fatalism. T recall only too well how people in my own country
started reconciling themselves to what was supposed to be our

inevitable eccnomic decline. It must be obvicus to all of you

South Africa may be approaching a further turning point in its

relations with the outside world, We do not believe in your

isolation; but we cannot prevent you isclating yourselves. Whether

you do end up more or less isolated will depend on what happens

here. You will all, T think, be familiar with the old English

to stop digging.

On the one side we hear demands for the intensification of
boycotts, comprehensive mandatory sanctions, the breaking of air
links, action against South African embassies abroad, 0On the other

hand we hear talk of the supposed benefits of a sisge economy.

But 1F you do end up heading for a siege economy it is rather like

entering a funnel. The mouth of the funnel, of course, is gquite

wide, You do still have, or feel that yoa have, some Efreedom of
mancuavre. Bukbt as you go further into the funnal the walls stEart
Lo narrow until, before long, they are very narrow indeed and there
is no further room for manouevre. You can't go back up the funnel

and you have to go on down it.




Of course it is always popular to pretend that whatever you do the

outside world will take punitive action anyway. In other words:

"It isn't our fault, it is theirs". This is convenient

pelitically. What is the point of making an sffort to presarve
your relations with koy Western countries if they are likely to be

destroyaed anyway? Well I hope I have made clear that the avoidance

of further economic damage, of Further sanctions and further

disinvestment, will depend on you, not just on us,.

Future historians will judge that apartheid was, just about,
sustainable as a system of social organisation in a predominantly
mining and agricultural economy. It is not compatible with a
modern business economy and that has already been proven with the
practical breakdown of apartheid in the business world - 3
breakdown which preceded the lagizlative changes which since have

been made. TIn the 19508 and 19605 you still could have apartheid

and economic growth. But that simply is not possible any longer.

If you want to have economic growth, you will have to discard the

remaining features of the apartheid system. If you do not discard

them, you will not have sustainable growth,

With an expanding economy you can give to one side witheut taking

from the other. With a contracting or stagnant economy, you

\

cannot. That simpls law of economics is a fact which does much to

help explain the rise here of the right wing.

Faw subjects in white South Africa excite as much emotion as the
sparts boycott, But that reveals one of the first laws of

boycotts. It is much easicr and much better to avoid them in the




.i_]f_b:t place, It is very much harder, when they are imposed, to get

them undone.

Thiz country has a unigue combination of skills and resocurces. Of
all developing countries, none should be developing Easter than
this one. Yet at present South Africa is not out-performing much

of the rest of Africa. There is8 an increasing numbar of non-white

"haves®. There also is an even faster increasing number of

non=-white "have nokts", And many of those "have nobks™ have simply

nothing to lose, The axtern

defipite limits on South Africa's growth,

The idea has gained ground that it may be pcossible to make progress

by satisfying practical grievances rather than political demands.

But vou will not have the resources to satisfy the practical

demands ,

What is the relevance of all this to the work of the Urban

Foundation? Well the Urban Foundation does not believe in

The Poundation doss not

believe in fatalism. Faced with an enormous task, the Foundation

does not balieve that the first thing to do is to give up.

- = EeS— -

I would like to pay a personal tribute to Jan Steyn, whom 1 am

honoured to count a friend, and to the staEf of the Urban
Foundation, many of whom also are friends. It is a Eruly
multi-racial association of people working with great dedication,

often amidst great difficulties, to achieve positive results,




I have been encrmously impressed by the consistently high guality of
the work you have undertaken, not only in housing and education, buot
also in policy analysis and the efforts made to influence

legiszlation.

The Poundation's work is based on treating all the peopls with whom
they deal as economically intelligent persons - as people who want
better housing, better opportunities to educate their children,
better professional opportunities and indeed to improve their
circumstances in all ways they can. That is a natural human drive
and it is of course a capitalistic one and a basic r=ason why
political philesophies that do not take account of that desire [or
batterment or which, effectively, choke it cannot succeed. Whatkever

the final outcome in this country it will have been made better or

worse by what we do now, and by what is done over the next few years,

We cannot ask the Urban Foundation to solve this country's political

problems. I wish that was in your power. But what is in your power

create better opportunities for them, and thereby contribute to the

butlding of a better future. WNo-one can ask anyone in this country

to do more than that, and if everyone committed themselves to that

task rather than working so eagerly on left or right to try to make

things worse, not batter, the prospects for this country would be

transformed.




10 DOWNING STREET

LM N OEWIA IAA
From the Private Secretary HHEDEEES

1 Beptember 1988

Thank you for your letter of 1 September. I confirm that
the Prime Minister is looking forward to seeing you on
14 September at 12 nocon. I have no cbjection to the agenda
which you propose, but time will be tight and we should not be
too ambiticus. The memorandum is very useful and I will show
it to the Frime Minister before the meeting.

Charles Powell

Professor J H Steyn.




10 DOWNING STREET

From the Privale Secretary LONDON SWIA ZAA

1 September 1988

The Prime Minister is to see Professor Steyvn of the Urban
Foundation in South Africa on 14 Eeptember. I enclose a copy
of a letter he has sent me about the meeting and would be
grateful if the points he mentioned could be covered in
briefing.

Charles Powell

Stephen Wall, Esg..,
Foreign and Commonwealth Office.
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1 Beptember 13BEB

M: C O Fowell
Private Secretary
10 Downing Street
London SWIh 2RA

England

Dear Mr Powell

I would like to seek confirmation of the meebting with the Hopourable
the Prime Minister at 12 noon on Wednesday, 14th imstant,

May I take the liberty of suggesting that we consider the inciusion of
the following items on the agenda For discussion:

s« The present political climate in South Africa.

2 Prospecte for change and the factors impacting on such a PLOCESE ,
including the possible release of Mr Melson Mandela,

———

Proposed legislation to contrel foreign funding.

Proposed legislation to amend laws affecting racial zoning of land
and to control informal settlements, -

The role of the Socuth Afriean and United fingdom besiness
communities . -

The role of the United Eingdom govermment in respect of the South
African political dynamic,.

The attached memorandum could serve as a background document for the
discussion. There are cutfrent developments taking place which could be
relevant to our discussion, T will, therefore, further update the Frime
Minister at sur meeting,

Yours sincerely

A
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South Africa is approaching a turning point, and this turn could either be in a
pnairive Ar in a2 wvery negative diresction. Aotion by whe Wookt oould sither

facilitate the positive or precipitate the negative. The UK, as the external
power Wit Both the most influence on South Africa and the most thorough
understanding of its problems, has a crucial role to play,

In more cetail, the situation can be cutlined az Follows:

1a The leaders of commerce and industry, many of whom are to be found coalesced
in The Urban Foundation are not, generally speaking, apologlsts for the
South African goverament. There is today a wvirtual consensus ameng the
leading wvolcea of the private sector that the Group Areas Agt must be
abolished or rapidly phased ocut, that remaining direct or indirect
inhibitions on the fiGvement of blacks to the cities and their accommodation
in urban areas must be eliminated, that statutory Ewﬁlﬂc&tlun {the
Population Registration Act) must be removed and be replaced by volontary
group assoclation. This consensus also believes in the need for government
anc legitimate black leadership to negotiate & new constitutional
dispensation which allows for the eguitable participation of all Soath
Africans in the political system, including &t the level of central
governmank .,

The lLeading private sector bodies are diskressod at the slow progress
towards these goals, and constantly strive to bring influence to bear to
gpeed up the process of change. These attempts to have an effect are
exercised up to the limits of the private sector's role and capacity to act
in the political field.

The coherence of effort and consolidation of initiatives in the political
field has most probably exceeded that achieved by private business in any
other society in history. The benefits will not be immediate, however, but
will most probably be significant in the mediur term {up to 5 years),
provided that South Africa's present direction of change is not aborted by
events beyond the control of the private sector and government.

Notwithstanding the general agreement that change mast proceed more rapidly,
mature South African observers and analysts who wish to avoid confrontatiop
tealise that the government faces serious constrazints, notably:

-— -

(a) The burgecning right-wing cpposition which, after the most recent by-
elections, would be likely Eo gain between 33 and 36 percent of the
white vote if an election were held today. (There are indications that
this percentage could grow very rapidly in the short/medium term if
circumstances conducive to this growth pereist, Legiglation regulating
the racial zoning of land presently before parliament is evidence of
governmant's concern.)

k huge potential fer instability exists in the black teenage and young
adult population. While much of the unrest pofentlal is based Bn
leﬁmate grievances, and many black extra-parliamentary grouplngs
would respond positively Lo sefious attempts at negotiation, there is
regrettably a substantlal alienated fringe, often the product of poor




education and high unemployment, which has adopted revolutionary goals
and is imbued with an almost romantic notion of saccifice IR THE CHBuse
of superficial concepts of "libecation™.

Much the pame comments apply to a small but wocal section of the press.
Just as is the case Iin much of the "progressive™ media In the West,
mamy Foangar jn::nalists have Edﬂpt@ﬂ more than & soclal justice orf
anti=-apartheid model for thelir amalysis; but espouse an anti=
capitalist, anti-establishment po=zition which is highly partisan and
which in South Africa can conceivably stimulate notionzs of total
confrontation, R ——

p—— =

some of the necessary reforms introduced by government in recent years
have resulted in & range of probtems— of admitribcracibn- apd social
control for government, The extension of labour rights to Africans has
contributed to a leyel of wage demands and strike action which are
cften countér-prodistiveé In 8 migble-range developing economy
characterised by uncertain investor confidence. The 1lifting of influx
control laws has made the effects of the housing backlog more visible

in the form of a preoliferatien of informal coebkblemenks and mhg'
Urban crime has also increased. A government decision some 3 years ago
to prosecute in terms of Groop Areas laws only vhere complaints were
received, has led to some serious ovércrowding and expleoitation in
presas which have recently become racially mixed.

The private gector has been justifled In guestioning the financial and
administrative preparations of these vital reforms made by government,
and continues to press fof improvements in financing and administration
of the rapidly groving cities as well as for an expansion of
educational and residential opportunities for blacks in order to reduce
these emerging problems. Nevertheless, the severe, immediate challenge
to government is obwious., One must expect that government will wish te
congolidate its administrative systems and resolve problems in the
financing of development and resource allocation before launching major
rew initiatives, particularly In & situation in which it is attempting
to curbh inflation by reducing government spending.

Constrictive and firm pressures and influence Eor further change in South
ARfrica must be maintsined but, glven the constraints ocutlined above, it ia
unrealistic to expect the South African government to meet the many demands
for rapid and ungualified emamge—im—the—ENSrEt Eerm, The government would
feaf precipitating a crisis composed of reactionary responses, mounting
inflation and spiralling black expactations.

Thusg, apy walld undegstanding of the way in which the Bouth African
government would view 1ks present sltuation should incline the West to
expect a period of adminigstrative adjustment and political consolidation
before significant new reforms emetge., 1t the constellations of internal
constraints are taken account of, thisz may well be the time for a review of
the approaches aimed at encouraging change in South Africa,

Judicious patience and a review of strateglc action ie not likely to be
entertained by some agencies in the West, Indeed, sections of the cgurcﬁe?,

various wvoluntary organisations and some political leaders are mobilising
very strongly for mounting pressure on the South African govermment.

Thieg iz gubstantially because & comblination of the dedicated efforks of
various wvoluntary organisations; assisted by the media, has created Ehe
impressicn that circumstancez for blacks are deterlorating in Bouth Africa.
This iz most definitely not the case. A Few examples arée apposite;




Hisd PES

Black Hﬁﬂ;ﬁ are increasing more rapidly than white wages and have done
sd Gvet the past decade, For example, between 7974 and 1984 black wages
increased by a average of 1§% per annum compared with an increase in
white wages of 14% per annum. This difference in the rate of increase
has subseguently been maintained: in 1985 black wages Increased by 13%
compared with an 11% increase in white wages, and in 1986 black wages
Increased by 178 compared with 13% for whites.

In 1980, the number of Africans passing their Standard 10 ([school-
leaving exans)} was less than half that among whites. In 1987, the
number of Africans pasalng 5€Endatd 10 (school-leaving) exceed the

—————

numbar of white passes by 37 percent. —

Registered trade union membership has increased from 677 000 in 1977 to
1 Be6 000 in 1987.

The financing and development of black urban infrastructure and basic
services (while still grossly inadequate) has improved dramatically
over the past 3 yearcs. g

Today wvirtually all major central business districts and restaurants,
hotels, cinemas and theatree are desegregated.

ferkiary education In universities and technikone is desegregated, as
ares large numbers of private schoocls.

These examples should suffice to suggest that in significant waya the
circumstances of blacks are improving., The pace is too slow, but the
direction of change is generally positive. (A& notewsrthy excepticn in this
regard are some of the Bills affecting racial zoning referred to above.]

Any responsible analyst would reach the conclusion that this 1s not the time

for hgjgidégzkﬂﬂ_hi_hré West formulated op the sssumption that an emergency
EEEFDjEE is necessary to correct a2 detericrating situation. Rather, this is

he time for well-thought out and constructive strategies beyond the wery
short term, —= - v

Given the strength of reactionary forces in Bouth Africa, and given
government's perceived constraints, abrupt, coercive acticn emanating from
Western guarters could, at "best™, foroe the South African government intc a
position of wvacillation, thereby strengthening the right-wing opposition due
to rising insecurity among white voters, At worst, it will achieve a
reaction of rcesentment in goverpnmank and a mebilisation of political and
economic resources to reject "interEerence™ from abroad, Keedlecss to say,
coefcive action would further reduce the capacity of the economy to support
the development and reform needs of the society.

In October there will be nationwide municipal elections, The elections among
blacks are expected te attract only mlinoElby parflicipation. Om the other
hand, the right-wing opposition is poised to record significant gains ({up to
70 percent of municipal seats in the Transveal).

At this juncture, amidst the problems of administrative consolidation which
the government is strugoling to address, albeit with limitations: an
additional burden of punitive ackion from the West could force an over-
reaction in government, It is a crossroads Erom which the “low road" to a
giege atate could commence.

For these broad reasong, a positive medium term future for Bouth Africa
reguires an exercise of wisdom and sophlsticated judgement among Western




eountries. The United Kingdom, and possibly cother countries within the
BEuropean Economic Comnunity, have the close interaction with South Africa
and the International experience to take & lead in formulating a wiser and
more positive strateqy than some of the proposals currently being debated in
the world aedia,

Gome suggestions concerning the contents of such a strategy could form the
subject matter of discussion and subseguent development into a strategic

document ,

J K STEYN
1 Beptember 1988







10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 16 Ma y 1988

Thank you for your letter. I too enjoved

our brief meeting. 1 have provisicnally
put yvou - in the Prime Minister's diary at
1200 hours on Wednesday 14 September. I
hope very much that this will be possible
but would be grateful if wvou would check
with me at the beginning of September to
make sure that the appointment stands,

(C.D. POWELL)

The Hon. J.H. ESteyn




MR. GU
POLICY UNIT

MR. JUSTICE STEYH

I have put Mr. Justice Steyn in the Prime
Minister's diary for half an hour on Wednesday
14 September. I should be grateful if

vou could tell him this but in doing 8o,

make clear that it will depend very much

on how things are at the time whether

wa are able to stick to the appointment.

He might like to confirm with you in early

Baptember.

)

C. D. POWELL

13 May 1988




'@ THE URBAN FOUNDATION (LONDON)

|Comparry bemited by srisrenies

4 Holborn Viaduct, London ECIP 1A)
Telephone 01-353 1545

Fax: 01-583 2H47

Telsx 2ha797

13 May 1988

C D Fowell Esg

Private Secratary to
the Prime Minister

10 Downing Street

London

EW1lA Z2AA

Dear Mr Powall

I was very pleased to sea yvou vesterday and to have had the
opportunity of a brief but nevertheless rewarding discussion.

I confirm that I will certainly be visiting London during the
WEEE September 12Itﬂ September 16. I will also be available
during the preceding and following weekends if reguired.

Should an appointment eventuate I would be pleased if you could
inform me at P O Box 1198, Johannesburg for my personal and

confidential attention. My telephone number at my Johannesburg
office is 011 492 2020 and Cape Town office is 021 238 030. My

private lines are Johannesburg 011 B36 6935 and Cape Town 021
241 935.

Yours sincerely

hlg....

H Eteyn
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