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“iniee I have received a letter, a copy of which 1s attached, from the

South African Finance Minister, asking for a macrocredlt for South

Africa to be reconsidered. You will recall that OD de01ded against
T — TR

such a macrocredit at its meeting on 5 November (OD(79)12th); it
also decided then that, whilst ECGD might offer &% year cover for

. e a—
the Tutuka power station contract, that should not be taken as a

precedent to extend the present usual limit of 5 years credit cover
for South African business. My subsequent letter of 26 November
Sy (copy also attached) to Senator Horwood reflects the OD decision.

2. There 1s still no good reason to concede a macrocredit; such
agreements have 1n the past been signed pretty freely, including with
the Soviet Union, and our aim 1s to separate such political gestures
from our trade relations. But our post in South Africa have advised
that "rejection without the appearance of further consideration might

offend gratuitously in a climate wnere political considerations have

b T T e e e A ey
1n the past assumed disproportionate importance when final decisions

Szf5;ET;Z-;;Z;;;-E3E?;EE?E_E?%-EETEE-EEHEHT'End we obviously cannot
treat lightly the chance of securing this business. My response to
Senator Horwood's letter ought therefore to be positive in order, at
least, to assist GEC in their bid for the Tutuka contract (worth

A
about $320m to GEC); and assurances about longer term export credit
cover might well clinch that business for GEC and help secure further

public sector business which is likely to be available in South

Africa,
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3. The OD decisions of 5 November on the macrocredit and Tutuka
were heavily influenced by the assumed existence of a formal
understanding between Governments of the Nine, the US and Canada

_1

that no more than 5 years credit cover should generally be given to

e e
South Afrlca, and on the need not to appear to be treatlng South

ﬁfrlca more favourably over credit than we are ready to treat other

countries of similar creditworthiness. Subsequent further research

by officials has disclosed that there is no formal understandlng as

such about the 5 year limit, simply a common;gractlce. An offer to

—

8XTend ECGD terms given for Tutuka to comparable future business

ATV AT

in South Africa would serve to reassure the South Africans and help

GEC &Ethouﬁwenabling others to claim that we are treating South
Africa with exceptional favour.

4, I suggest therefore that I should reply to Senator Horwood in the
S s terms of the attached draft. The timing of that reply 1s crucial both
in terms of héTEIEE“ES_EEZE;é the Tutuka contract and of the Rhodesian
elections and Black African sensitivities about South Africa generally,
in case of South African leaks. I would therefore first propose to
give our Ambassador in Cape Town, for his own information, the text
of the approved draft reply, so that he can advise on the best timing
to help GEC. I also propose to ask him to make an i1mmediate informal
approach to the South Africans in order to give them some i1dea of the
terms of my proposed reply to Senator Horwood, and to try to elicit
a promise from the South Africans to award the Tutuka contract to GEC
in return. If that course of action 1s agreed, officials can agree

the terms of the instructions to our Ambassador.

5. 1 am copying This minute and the attachments to The other OD
Committee members and to Keith Joseph and Sir Robert Armstrong.
oubject to their comments I should be glad to have your agreement to
my proceeding as proposed.

J. N.

Department of Trade
28 February 1980
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I am most grateful for your letter of 26 November 1979 which
I regard as a positive demonstration of the wish on the part
of your Government and yourself to expand trade between
Britain and South Africa in a meaningful way.

I am particularly gratified that you were able to agree to
the 8 1/2 years export credit cover for the Tutuka power
station provided, naturally, that British suppliers are
awarded the contracts concerned. - ESCOM is at present, I
believe, engaged in adaudlcatlng the tenders recelved.

I must admit, though, that I was sowmewhat disappointed that
your Government did not see its way clear at this stage to
extend these more favourable terms to the full amount of the
macro-credit. Perhaps you would in due course be so kind
as to 1nform me whether the circumstances which gave rise to
your Government's present limited decision have changed
sufficiently for you to brlng the matter to a. satlsfactory'
“conclusijion. ;

I am asking your Ambassador to convey thlu letter to you, aﬁd
am arranging for copies to be sent to Dr. the Honourable S.W.
van der lMerwe, Minister of Industries and of Commerce and.:

Consumer Affairs and to the Honourable R.F. Botha, Minlster of
Foreign Affairs. B
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Senator The Hon O P T Hoxwood
Minister of Finence

Pretoria

Republic of Scuth Africa

T am now in a position +o respond to the proposals which you made
to me at our meeting in London on 47 O TcobeT, snd also To the
message which your Ambassador.conveyed to Sir Geofirey Howe 2nd
to Ioré Carringtcn On 25 Qctober, ¢ ©

mess2ge concenbrated o the need for the =xXport Crodits Guaranuet
Department to offer 8} years credit cover for certain public
sector projects 1n South Africa. |

.'My'ﬁinisterial colleacues end I have considered Vvery carefurly -

]

botn this proposal and the one for a nacrocredit which you develorvo:

:atvcur'meeting, At that meeting you referred to the declining sner:
of South African puvlic sector orders obtained DY British indussry
in recent years, and of the wish of the Seuth Africen Governmens T2

3

place nore orders with British suppliers. For my part L agsured 7
that the Brivisn Government shared the wish to trade with your
country, but that in our eyperience .
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? _ '. suppller@ The precise terms will, of course, be settled in the usuel
| ¢ way by negotiation betwncn ECGD and the suppliers. - In turn,'I very

" puch-hope that you will now find it possible to confirm that,
prOV1ded British suppliers are able to satisfy EQCO on such matiers
' as technical specifications, they will be awarded fh@ Tutuﬁa concracy
| - I hope that you will reva“d this letter asﬁpositfvefdemonstratiﬁn

| | of our wish to expand trade between Britain and your country, anc
that furthet specific contrects will follow up to the larger figure

o s meh R Ll - -
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which we dlscussea at our meetinge. 3 SR

;
1 - -
b
| I am asklnv youraAAbassador to convey this letter to you, and- a =

o

R SR arrancing for copies to be scnt to LOLu Carrington and

} Sir Geoffrey Howe. : ' s-'; e
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DEPARTMENT OF TRADS
Thank you for your letter dated 6 February, in which
you ask whether the British Government would reconsider
its decision, conveyed to you in my letter of 26 November,

on a macrocredit.

This proposal has.now been carefully re-examined with my
Ministerial colleagues. Whilst our conclusion 1is that the
fixing of a specific figure of the kind you had in mind

~ - b
would not offer advantage as compared with the usual

ECGD practice of considering individual proposals on
their meritsy, I am 7 ..pleased to be able <o

~assure you that we are prepared to consider sympathetically
applications for credit terms similar to those offered
GRS TSI

in the case of Tutuka for future major project business

placed with British suppliers.
I know yvou will appreciate that this represents a positive |
response to yvour letter, and meets the substance of the
request you made at our meeting last year, for greater
certainty about the terms that might be available, i
accordingly hope that the South African Government will
decide to award public sector contracts to British supplierd
in line with the figure we dilscussed last year.,
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I am asking oﬁr’Ambassador to deliver this letter to you,
and to send cqpiqgggﬁbit to Dr van der Merwe, and Mr

R F Botha; cg@&ééwhave also gone to Lord Carrington

and to Sir Gegffrey Howe.,

With all good wlishes,
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