* berto

e —————

CZC b ) g
-t WEYPAN 810k, .5 ; A . \ @ :
f \ - ) 4 ! x"- 3 ! ‘
'\JDECRET ! i Vi) . : 8 . ; : .
i+ o P ,FCOLN. ! i :
[‘PP WASH| b1 1 ‘ ' y o
\PP \TFCRE ‘ T
FM 'PRETO TO FCOLN - .1y . .

1816452 AU G | ) : - 3 \‘ ) ' 3!

GRS, 530 e .ALfK1§3 |
: | 1 ( }PY l T [ V[k'.*bﬁ'}ﬁfte_r
ST Lhgter - oqola

Bazizt in Pevisiy

e e e arhe LT CPE STETL \

SECRET
FMPRETOR| A &
TO PRTORITY FCO X

ot

.SﬁllﬁﬂEX jfiv-

SQUTH AFRICAN ECONOMY i

TELNO 204 °
OF 1816457 AUGUST 83
INFO PRIORITY WASHINGTON

’
Y S TP g

o il s et L e g e,
1.% 1 CALLED ON THE GOVERWOR OF THE RESERVE BANK THIS MORNING. '

DE SOCK EXPLAINED FRANKLY THE PRESENT COUSTRATNTS ON SOUTH AFRICA’S
GROWTH. THE COUNTRY WAS:SUFFERING FROM CAP|TAL STARVAT | ON.

THE CAPITAL OUTFLOW HAD DECLINED FROM RA4T O BTLLTOW IN 1935 TO
RAND 6 BILLION TV 1986 AND RAND 3 BILLIOY IN 1957. IN THE FIRST
WIARTER OF THIS YEAR THE OUTFLOW HAD BEEN A MERE RAND 676 MILLION.
BUT IN JUNE THERE HAD BEEN A FURTHER HEAVY OUTFLOW. HE ATTRIBUTED
THIS TO THE IMPACT ABROAD OF THE MAHDELA 7ATH BIRTHDAY
CELEBRATIONS, THE POSSIBILITY THAT DUKAKTS FTGHT BECOME PRESIDENT
IN.THE UNITED STATES,. THE RISE OF THE DOLLAR AND THE H1GHER

INTEREST RATES |4 BRITAIN AND GERMANY."THE "WEXT RESULT WAS THAT
THE,ouTFLOW‘%F“EKFTTKE“§U‘FaW“TﬂrS‘YEAR AMOUNTED TO RAND TWO AND

A HALF BILLION. THE GOVERUMENT HAD HAD MO OPTION BUT TO INTRODUCE
THE  SURCHARGE ON W SELECTIVE RANGE OF IMPORTS.

2. DE KOCK SAID THAT THE PRESIDENT HAD MADE CLEAR IN HIS STATEMENT
YESTERDAY THAT SOUTH AFRICA WOULD HOMOUR |TS FORE 1GY DEBT OBLIGAT|ONS
HE HAD TOLD THE GOVERWMENT THAT THERE WES NO DOUBT THAT |IN THE
SHORT TERM THE NECESSARY ADJUSTHENTS COULD BE MADE. THE WNET
EFFECT, HOWEVER, WAS GOTWG TO BE TO CUT BACK GROWTH IN ORDER TO
PROTECT THE BALAVCE OF PAYME TS, THE VARTOUS TRADE SAWCT|ONS S0
FAR IMPOSED HAD OVLY A MARGTVAL EFFECT. THE PROBLEM WAS THE
CAP|ITAL VUTHELUW WHTCH WAS ESSENTTATTY A SAMCTION [MPOSE D BY THE
INTERNATTOVAT BANKING COMMUTITY AS A FUICTIUN ON ITS (JUDSEMENT OF
THE PRUSPECIS HERE. AJY TDEA THAT FURTHER SAHCTIONS WOULD HAVE
THE EFFECTS THE IR PRUPUIENTS SULGESTED CoULD BE DISCOUNTED. THE
\GUVERIMEHT wOULD OI Gl /E wAY TO THAT KIND OF PRESSURE. SOUTH
QFRICA COULD *’LINMNP ALOYG’’ O THIS BASIS FOR YEARS. BUT HE WAS
QQT PREPARE ) HIMSELF TO BE SATISFIED WITH JUST LIMPING ALONG.
*ERE WOULD BE NO POSITIVE ECONOMI|C DEVELOPMENT IN THE REGION |F
tHE SOUTH AFRICAN ECONOMY STAGHMATED.




#

. 1 ASKED DE KUCK JHETHER THE SAG WERE LIKELY TU BE [TERESTED TN
O ATTEMPT NOW TO SMOUTH OUT THE™ DEBT REPAYHENT *’BULGE’’ IN
J7~1993/91.  UE KOCK SATD THAT THE UTK{udl FACTOR WAS THE UWITED
" STATES. - TIE DELLUMS BILL, IF PASSED 11TO LAW, WOULD REQUIRE THE

US BAYKS TO SEVER aLL CUMTACTS “ITH SOUTH AFRICA. HE WAS AWARE

OF THE EFFORTS WE HAD MADE TU HELP EMSURE THAT THE BILL WOULD NOT

BE PASSED IMTO LAW THIS_YEAR AYD #AS VERY GRATEFUL FOR THESE. IF

IT WAS PASSED TITO LAW, SOUTH AFRICAH MINISTERS WOULD QUEST|ON

WHETHER THEY COULD OR SHOULD COYTIMUE TO MAKE PAYMENTS TO

THE US BATKS, THOUGH THEY CERTAIYLY WOULD COMTINUE TO HOMOUR DEBTS

TO EUROPEA| BANKS AYD OTHERS WHO REMAIMED |4 CONTACT WITH THEM.

DE KOCK REGARDED THAT AS A THOROUGHLY UNDESIRABLE SITUATION AND

HOPED VERY MUCH THAT 1T WOULD NOT ARISE.

L

b. | SAID THAT OUR ABILITY TO INFLUEMCE THE IHCOMING US
ADMINISTRATION O THIS SUBJECT WOULD DEPEND ON WHAT HAPPEHNED
MEANWHILE. AS DE KOCK WOULD K4OW, WE HAVE BEEN CAMPAIGNING HARD
TO PUSH THE ANGOLA/YAMIBIA NEGOTIATIONS FORWARD. |F AGREEMENT WERE
REACHED 04 ANGOLA/TAMIBIA, OR THERE APPEARED TO BE A REAL PROSPECT
OF AGREEME 4T, THAT WOULI GREATLY INCREASE OUR LEVERAGE WITH ANY
INCOMING US ADMI IISTRATION. DE KOCK SAID THAT HE KMEW ALSO OF THE
EFFORTS WE HAVE BEEN MAKING TO SECURE THE RELEASE OF MAWDELA.

PERSONALLY HE SUPPORTED US OW BOTH COUTS.

5. FCO PLEASE PASS TO MAYES (BAYK OF ENSLAND) AND HM TREASURY.
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