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SANCTI ONS BEG N TO BI TE

1. Introduction

The Commonweal th Sunmit has focussed the world' s attention once again on
the urgency of taking i mediate and effective steps against the apartheid
regime in South Africa and for independence in Nam bia. Mich. of the

di scussion centred on the inpact of existing sanctions neasures and the
need or otherwise for further measures.

This Study is the first published evaluation of the inpact of the
sanctions measures which have been inmposed by South Africa’ s traditiona
tradi ng partners over the past two years. It outlines the vulnerability
of the South African econony to sanctions; it details the sanctions
nmeasur es whi ch have been inposed; it looks in detail at the application
and specific effect of the individual sanctions nmeasures; and reveals the
true inpact of sanctions.

The Study al so considers briefly the counter-noves by the apartheid
regime to underm ne the effect of sanctions, as well as Britain's dism
record in failing to inplenent the limted nmeasures to which. it has
formal |y subscri bed.

Its key conclusion is that even limted sanctions are beginning to bite
on the apartheid econony which is now highly vul nerable. If conprehensive
nmeasures were to be applied universally they could make a significant
contribution to securing independence for Nam bia and the creation of a
non-raci al and denocratic South Africa.

2. The Vulnerabilitz of the South African Econonz to Sanctions

The apartheid econony is structurally incapable of w thstanding econom c
sanctions. South Africa s traditional and |ongstanding foreign economc
rel ati onshi ps make the South African economy acutely vul nerable to both
cessations of foreign investnent and trade.



Historically, South Africa has relied on inflows of foreign capital to
finance its econom c expansion and infrastructural devel opnent. Foreign
capital anmpbunted to 22.8% of net donestic investnment between 1961 and
1970 | European. Multinationals in SA, G Hamlton, |IRM 1986). Foreign
direct investnent slowed during the 19708 especially after the 1976
Sowet o Uprising, but was replaced by indirect investnment in the form of
borrowi ngs on the international capital markets. By 1985, South Africa
had accunul ated a foreign debt of $24 billion, nmaking it ninth in the
| eague of international debtors. Eighty per cent of this debt was owed to
banks in just four countries - Britain, USA Switzerland and the PRC
Donestic South African capital fornation has always been insufficient to
provide for the heavy investnent requirenments of the mines, nmanufacturing
i ndustry and supporting infrastuctures. H gh profits attracted foreign
i nvestors, while the apartheid econony enjoyed the additional benefits of
foreign skills and technol ogy along with new i nvestment. As Oaen Horwood,
then Finance Mnister said in 1981, "W wel cone foreign capital and
particularly the technology that conmes with it " (Eurononey July 1981).
Britain currently accounts for 40% of all foreign investnent in South
Africa (worth around E6 billion) and is the largest lender to South
Africa, followed by the USA and FRG
Rel i ance on foreign investnent is matched by the inportance of foreign
trade. Between 1980 and 1985, South Africa’'s trade in goods and services
accounted for 56% of its Gross Donestic Product, a figure that has
Changed little since the 19505, despite the South African governnment’s
general ly protectionist policies. Around 80% of all South Africa’ s trade
iswith only five EEC countries (UK, FRG Netherlands, Italy and France),
and the USA, Japan and Switzerl and. Merchandi se exports are dom nated by
gol d which was responsi ble for 44% of all export earnings in 1985. Coa
exports accounted for another 10% other ninerals for 20% and
manuf actures only 9% |nports consisted of machinery and el ectrical goods
(43%, other manufactures (23% and oil/arms (c25%.
South Africa’'s pattern of trade has been seriously distorted for well
over two decades by the sanctions measures which have been inposed by
African, Asian, Carribean and Socialist countries. The QAU, Non-Aligned
deni ed key markets for its products. During the 19805 concerted efforts
have been nade by the independent African states in the region to reduce
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their econoni c dependence on South Africa thus further reducing South
Africa’s hinterland.

Its economc structure classes South Africa firmy as a newy

i ndustrialising country, exporting primry goods to the industrialised
West and inporting finished products such as capital goods, nachinery,
"high tech’ equipment, etc which its industry requires but which it |acks
the capacity to produce itself. As a result it is nmuch nore vul nerable
structurally to sanctions than | ess devel oped economni es.

Rel i ance on overseas trade and inflows of foreign capital gives South
Africa a relatively open econony and one particularly susceptible to
either a downturn in its comobdity prices or the disruptions of its
traditional trade patterns both of which would arise fromthe application
of sanctions. As economi st Richard Moorsom has said, "It is not on first
appear ances an econony adaptable to seige conditions". iThe Scope For
Sanctions. R Mdorsom Cl IR 19861

A report conmi ssioned by the German Protestant Church and published in
Cct ober 1987 by the Starnberger Institute put it nore explicitly. It
concl uded that "effective sanctions in the field of foreign trade and

i nvestment ... backed up by nandatory cessati ons of operations by foreign
firms in such key areas as nining, energy, capital goods and banking
woul d soon bring about the conplete econom c coll apse of the apartheid
regi me" (Southscan 14.10.87).

3. Sanctions so far inBgsed by the international comunity

It is really only in the past 24 nonths that any serious unilateral or
multil ateral econom c sanctions have been inplenented by South Africa’s
maj or trading partners. The Commonweal th Summit held in Nassau in

Cct ober 1985 agreed to ban krugerrands, governnent to government | oans,
funding for trade m ssions, together with exports of conputer equipnent
capabl e of being used by the South African security forces, nuclear
technol ogy, and oil. The London Review Meeting held in August 1986,
agreed (with the exception of Britain) to extend bans to cover air |inks,
new i nvestnent, inmports of agricultural products, uranium coal and iron
and steel. Double taxation agreenments, pronotion of tourism bank |oans
and governnment contracts with South African owned conpanies were also to
be curtail ed.



The Revi ew Meeting commended these sanctions measures to the rest of the
Commonweal th and the w der international comunity. During the next three
nont hs, further neasures were adopted by the USA, the EC, Japan and the
Nordic countries. In Septenber 1986, the EC Council of Mnisters agreed
to a ban on new direct investnent in South Africa, a ban on the inport of
gol d coins, and sonme categories of iron and steel inports.

The Conprehensive Anti-Apartheid Act passed in Cctober 1986 in the USA,
in the face of President Reagan’s veto, went further in banning new

i nvestment, including all loans to the South African public and private
sectors, and the inmport of coal, iron and steel, agricultural products,
textiles, uraniumand direct air links. Japan. agreed to ban iron, and
steel inmports and to refuse visas for South African tourists. The Nordic
states, including Denmark, inmposed a total trade and investnment ban

agai nst South Africa. Israel has announced the inmposition of some
nmeasures, although there are conflicting press reports of their scope.

4. AQElication and |-Egct of Sanctions Measures

There are four factors that should be taken into account before any
definitive assessnent of the inpact of sanctions can be reached. First,
it is still premature to talk of ’'effective sanctions’ having been
appl i ed. Few significant sanctions measures have been inmposed by South
Africa’s main trading partners, despite the inpression which may be
conveyed to the contrary. None of South Africa’s principal trading
partners have inposed a conpl ete package of sanctions. (Only the US
Congr ess Conprehensive Anti-Apartheid Act comes close to such a package).
Second, the neasures which have been agreed are not being applied
universally. This directly underm nes the inpact of such neasures since
South Africa is able to exploit this lack of universality to find new
mar ket s and new sources for key inports. The sanctions picture so far
resenbl es an unfinished jig-saw of sel ective neasures applied by a
variety of countries.

Third, the period since these sanctions have becone operative has
coincided with a cyclical upturn in the South African econony, which has
nodi fied their inpact, though certainly not neutralised it.
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SUMVARY

- The South African econony is totally dependent on foreign trade and

i nvestment. Over 50% of South Africa’s GDP is accounted for by trade.

- South Africa’s trading patterns are heavily distorted as a result of
the sanctions inmposed by African, Asian and other countries over the past
three decades and nore. (India, for exanple, severed all trading
relations with South Africa in 1946). As a result, South Africa has been
excessi vel y dependent on trade with western Europe, north Anerica, and
the Far East, and therefore vulnerable to action by countries in these

regi ons.
- The economi c devel opnent of South Africa and Nam bia (which South
Africa illegally occupies) has been al nost entirely dependent on inputs

of overseas investnment and, nore recently, foreign | oans.

- the sanctions so far applied against South Africa by its traditiona
tradi ng partners have not been such as to cripple the South African
econony being generally sel ective, non-universal and often ained at

peri pheral areas of the South African econony but:

0 despite a large rise in the price of gold (which accounts for 40-50% of
all foreign earnings), South Africa’ s export earnings have remai ned
static over the past year revealing a significant falling off in levels
of non-gold exports

b US inports from South Africa fell by 48%during the first quarter of
the year; Britain's were down by 20% during the first seven nonths

b the value of South African coal exports (South Africa’ s second | argest
forei gn exchange earner which in 1986 accounted for 10% of export
earnings) is predicted to fall by 40%this year, due to sanctions

0 sanctions have contributed to collapsing foreign and donestic investor
confidence in the South African econony whi ch has had a wider inpact on
econom ¢ performance



e in spite of attenpts to stinmulate the econony, growh is margi nal and
donestic investnent is falling. The SA Reserve bank bl ames "uncertainty
associated with the present process of political and social refornf

a South Africa is suffering a huge outflow of foreign capital (R15
billion during 1985-6) due to disinvestnent and its inability to borrow
new | oans on the international capital narkets

i lack of borrowing facilities has nmeant a grow ng budget deficit as the
costs of maintaining the apartheid system have spiralled. Defence
spendi ng was increased by 30% and police by 43%in the 1987 budget. The
war in Nam bia costs over $1 billion per annum During 1985/6 R3.9
billion was spent on naintaining the machinery of apartheid while the
total costs of apartheid are calculated at sone R66 billion

- Britain has failed to enforce nost of the sanctions neasures to which
it is formally commtted and has actively underni ned sanctions inmposed by
ot her countries.

- despite the partial character of the sanctions neasures that have been
i nposed they are adding critical strains on the apartheid econonmy which
i s al ready weakened by fundanental structural defects
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Finally there has been a dramatic increase in the price of gold - South
Africa’ s main export earner accounting for 40-50% of foreign exchange
ear ni ngs.

These factors provide the background agai nst which one can exam ne the

i npact of the sanctions neasures that have been inplenented. It is usefu
to exam ne the immedi ate results of individual sanctions neasures before
dealing with the wi der inpact of sanctions on the overall performance of
the South African econony.

The sanctions so far applied against South Africa by individual countries
and international organisations fall into two broad groups:

Group 1) Enbargoes covering arns, 011, conputers and other strategic
equi prent eg nucl ear technol ogy.

This Group has been ained at strategic trade and i nvestment which
directly contributes to the capacity of the apartheid reginme to maintain
itself and its illegal occupation of Nam bia. Al though not their primary
obj ective, these sanctions have al so had serious consequences for the
apartheid econony. Included in this Goup is the Mandatory Arnms Enbar go,
adopted by the United Nations Security Council in 1977. It was the first
and, so far, the only mandatory action applied agai nst South Africa. The
UN General Assenbly has repeatedly called for an oil enbargo agai nst
South Africa. Such an enmbargo on crude oil supplies to South Africa was
agreed by the OPEC countries in 1973. It is now endorsed by all nmjor

oi | - produci ng countries including the UK (which has introduced voluntary
gui delines as part of EC restrictions). In another vital area of
strategic collaboration the EEC, the Commonweal th and the USA have al

i nposed restrictions on conputer exports to South Africa. The sane
countries have inposed bans on nucl ear collaboration with South Africa.
These sanctions neasures have all had a significant inpact on South
Africa, constraining its mlitary and nuclear capability. Qher studies
have exanmined in detail the inpact of these neasures on the apartheid
mlitary-industrial conplex. However since so nuch of South Africa’s
forei gn exchange earnings are in fact used to overcone the arnms and oi
enbargoes in particular, it is worthwhile to analyse the inpact of these
neasures on the apartheid econony.



South Africa’'s response to the arns and oil enbargoes has been the
establ i shnment a conbination of inmport substitution and sanctions-busting
operations. Both have required the diversion of massive state funds. The
state armanents production and procurenment agency, Arnscor, has been
built up with governnent subsidies and grants so that it is now anong the
three largest industrial concerns in South Africa, enploying at its

hei ght some 33,000 staff. It has been able to produce a linmited range of
mlitary equi pment al nbost al ways based on foreign technol ogy and | argely
consi sting of inported conponents.

Even this has proved to be an extrenely expensive exercise. To nake it
econom cal ly bviable, South. Africa has been obliged to devel op an. arns
export industry. Mst of South Africa’'s mlitary hardware is stil

i mported usually as a result of arns smuggling operations, arrangenments
that force up the costs of equipping the mlitary decisively. In fact
there is a profound financial crisis within the mlitary, since mlitary
equi pment costs are rising much. nore rapidly than inflation. Yet the
percentage of the defence budget allocated for equipnent is declining
annual ly due to increased operational expenditure, as the arnmy is
increasingly deployed in the Frontline States, Nam bia and the townships.
Equal ly, the effects of the oil enmbargo forced South Africa to build the
vastly expensive SASCL oil-fromcoal plants during the 1970s Even now
these provide only 30% of South Africa’ s requirenments. The rest nust be
obt ai ned t hrough sancti ons-breaki ng operati ons usually invol ving
purchases on the spot markets frominternmediary oil traders who charge
snbstantial premunms to engage in covert oil procurement for South
Africa. So desperate has South Africa been to obtain oil (at one stage,
according to PWBotha, it only had sufficient oil for one week), that it
has been willing to pay huge 'incentive paynents to oil conpanies and
internediary traders to break the oil enbargo. Shell, for exanple,
received $200 mlllion in secret paynents during 1980. O her sweeteners
have taken the form of coal export |licenses granted to Shell, BP, and
Total in return for guaranteed oil supplies.

Al t hough South Africa continues to be able to obtain oil and sone arns
froma nunber of sources, the costs of breaking the enbargoes have been
trenendous. PWBotha hinmself has admtted that the oil enbargo cost South
Africa R22,000 between 1973 and 1984 (Financial Tines 1.5.861. In
addition to its annual oil bill of ¢$3 billion, South Africa has been
forced to spend nore than $2.3 billion per year to overcone the direct
and indirect effects of the oil enbargo |South Africa s Lifeline,

Shi ppi ng Research Bureau 19861



South Africa attenpts to disguise the real cost of breaking these

enbar goes by including arns and oil in the 'unallocated section of its
trade figures, which conprises up to 30%of all trade by value. Since

| ast year, the South African authorities have stopped printing trade
figures altogether as a further neasure to mask the effects of sanctions.
Group 2) Economic neasures designed to restrict trade with and

i nvestment in South Africa. This Group covers sanctions measures aimed
agai nst investment, trade and other fornms of econom c collaboration wth
the apartheid econony. They can be broken down into the foll ow ng.

cat egori es:

1) Restrictions on foreign investnment and/or | oans.

A ban on new direct investnent and reinvestnment of profits in South
Africa was agreed at the London Commonweal th Review nmeeting, along with a
ban on new | oans to the public or private sectors. The EC Council of

M nisters in Septenber 1986 al so agreed to a ban on new i nvestnent. The
US Conprehensive Anti-Apartheid Act inposed a ban on new i nvest nent and
new | oans.

These official restrictions on capital flows to South. Africa, coupled
with the refusal of many overseas banks to extend loans to South Africa,
have accel erated capital outflow from South Africa, which has been a net
exporter of long-termcapital since the md 19705. Until the debt
repaynents standstill inposed by the South African authorities in

Sept enber 1985, long-termcapital outflow was nore than conmpensated for
by availability of international |oans. South Africa’ s inability to tap
the international capital nmarkets since 1985, has forced it to run a

| arge current account surplus to cover its capital account deficit.
According to Gerhard de Kock, CGovernor of the South African Reserve Bank
"the actual outflow of capital involves enornmous suns. W' re talking
sonething like R15 billion in 1985 and 1986. That includes debt repaynent
and short-termcapital outflow' (Leadership Vol 6 N021. O this figure,
R11.5 billion departed after the reintroduction of exchange controls in
1985, which were designed specifically to stop the capital haenorrhage.



O ficial bans on new fixed investnent in South Africa have further
under m ned i nvestor confidence in the South African econony, contributing
to conpany withdrawal s and other fornms of net disinvestnent.

Rei nvest nent of conpany profits in South Africa has shown a narked
decline. During 1986, R3 billion worth of dividends left South Africa, up

fromR .2 billion in 1984. The spate of conpany withdrawal s seen over the
past two years, in the face of stringent exchange controls, is a clear
i ndication that investors are willing to accept a substantial discount

in order to reduce their exposure to South Africa.

11) Bans on inports from South Africa

The vari ous measures restricting inmports from South. Africa (outlined
above) which have been adopted by, anpbngst others, the Comronweal th

nati ons, the EC, USA, and Japan, have had drastic repercussi ons on South
Africa’ s export performance, though this is not apparant at first from
anal ysis of trade figures.

South Africa had a record trade surplus of R14.9 billion in 1986, which
after accounting for the deficit on invisible trade, produced a current
account surplus of R7.2 billion. A surplus of R5-6 billion is forecast
for this year.

Figures fromthe South African Custons Department seemto be equally
favourabl e, showi ng export values to be slightly increasing, with a val ue
of R19.9 billion during the first half of 1987, conmpared with. R19.6
billion for the sane period in 1986.

But a positive interpretion of these statistics ignores the critica
contribution made by the steep rise in the world price of gold (up from
an average of $368 in 1986 to $459 in Septenber 1987), which is South
Africa’ s dom nant source of foreign exchange accounting for some 40-50%
of export earnings. These relatively stable export figures therefore nmask
and an increasi ng dependency on gol d earnings. As the Econom st
Intelligence Unit concluded "Considering the extent of the



upturn in the gold market, it is evident that some major exports -
notably coal - are suffering sharply from sanctions; the strength of the
the rand despite high inflation; and general perceptions of increased

ri sk of doing business in South Africa" IEIU SA Report No3 19871, while
even the Standard Bank comented, "it is our perception that non-gold
exports are exhibiting weakness" |Financial Miil 18.9.87).

Figures for inports from South Africa anbng its nost inmportant trading
partners show a marked decline. During the first seven nonths of 1987,
British inmports from South Africa were worth 20% | ess than the
corresponding period in 1986. Over the first quarter of the year

American inports fell by a nmassive 48% and Japanese by 10% The EC as a
whol e inmported only 4%l ess, due mainly to a 31%increase in inmports by
the FRG

The effects of official sanctions on trade have been exacerbated by
publ i c canpai gns agai nst companies with South. African interests. N ck
Mtchell, the Executive Director of the UK-South Africa Trade AssoC ation
(UKSATA) was quoted as saying "They |conpani esl have picked up the
inference that trade with South Africa is not approved of", (The

| ndependent 25.7.87).

VWi le South Africa’ s non-gold exports fell in the first half of 1987, its
i mports increased by 10% further squeezing the trade surplus. Mst of
this increase was due to spendi ng on consuner goods, and the conti nuing
weakness of the rand, rather than to industrial restocking.

It is therefore no exaggeration to say that it is only the buoyant gold
price which is enabling South Africa to neet its foreign debt conmtnents
and pay for vital inports.

Ef fects of specific trade sanctions can be sumrmari sed as foll ows:

Gol d coins: Sanctions against gold, South Africa’s major foreign

exchange earner, have been linmted to bans on the inporting of gold coins
from South Africa. Such coins, in particular the krugerrand, have
contributed massive forei gn exchange earnings. (Up to 1985, 50 million
coins had been sold worth over $14 billion altogether). But bans on the

i mport of krugerrands inplenmented by the Commobnweal th countries, the EC



the USA and Japan have successfully closed nost outlets for South African
gold coins, and forced the South African authorities to stop mnting
krugerrands. The effect of this on South African gold earni ngs however
has been overshadowed by the rise in the gold price in the past year, a
devel opnent whi ch has brought the need to tackle the issue of sanctions
agai nst gold exports sharply into focus.

Coal: Coal is South Africa s second nost inportant export after gold,
accounting for 10% of South Africa s export earnings worth i900 million
in 1986. The EC took 56% of South African coal exports by volune in 1985.
The EC Council of Mnisters failed to reach agreenent on banning South
African coal inports in Septenber 1986. Neverthel ess, the unilatera

i mpl enentati on of coal sanctions by France and Denmark, along with bans
in the USA, the Conmonweal th (except the UK and Hong Kong), and the ot her
Nordic states, combined with falling world coal prices, has resulted in a

projected 40% drop in incone fromcoal exports fromR3.2 billion in 1986
to R.9 billion in 1987 (according to the Chairman of Antoal, Financia
Mail 22.5.871. If the EC as a whole was to inpose a boycott on South
African coal, it would have an inmedi ate inpact on South Africa's ability
to earn foreign revenue.

Iron and Steel: South Africa produced 8.8 mllion tonnes of steel in

1985. O this 3.4 nt were exported to the EC, USA and Japan. The EC al one
inmported iron and steel to the value of $324m Foll owi ng the ban agreed
by the Commonweal th Review Meeting in August 1986, certain categories of
iron and steel inports were banned by the EC Council of Mnisters in

Sept enber 1986. The USA and Japan al so operate such a ban. Al though trade
statistics show that some iron and steel is still being inported to the
EC, overall inports have fallen dramatically. The South African regi ne
has been forced to nake great efforts to expand markets in the Far East.
Agricultural products: Fruit and vegetabl e exports have been
traditionally one of the mminstays of the apartheid econonmy. In 1985
agricultural products were South Africa’ s fourth nost inportant export
worth R .8 billion. The Conmonweal th nations (except the UK) have been
joined by the USA, Ireland and the Nordic states in inplenenting a ban on
i mports of agricultural products. Although the British governnent opposes
this sanction, public refusal to purchase South African fruit and
veget abl es reduced UK inmports by 8.5%in 1986.



Urani um South African uraniumis produced |largely as a by-product of
gold m ning. Export figures are not nade public. The Comronweal t h
(excluding Britain) and the USA have instituted bans on unprocessed
uraniuminmports from South Africa.

Textiles: Between 1981 and 1985, the value of South Africa' s textile
exports nearly tripled, the result of concerted efforts to generate
foreign exchange earnings. Action against such inmports has been linited.
The US Conprehensive Anti-Apartheid Act banned the inmport of South
African textile products. In Britain the governnent has not inposed such
a ban but investigations by the Anti-Apartheid Movenent show that
"peopl es’ sanctions" have cut inports of South African clothing by over
50% si nce 1984.

111) Bans on pronotion of trade with South Africa

The Commonweal th Accord on Sout hern Africa announced a ban on gover nment
funding for trade m ssions. The London Review Meeting went further in
banni ng all governnent assistance to trade, and governnent contracts with
South African conpani es.

iv) Bans on pronotion of tourism

Tourismhas traditionally been an inportant source of foreign exchange
earnings. 584,000 tourists visited South Africa in 1984. After a severe
slunp caused nore by media reporting of events in South Africa than by
any governmental neasures, the nunber of tourists visiting South Africa
has started to increase. The regi me has nade great efforts to encourage
visitors back with najor press advertising canpaigns. Mich of this effort
has been focused on Britain which accounts for around 30% of al

visitors.

v) Bans on air |inks:

Wi | e Cormponweal th countries outside the region (excluding Britain) have
been joined by the USA in cutting direct air links with South Africa,
this neasure has been undermined by the EC s failure to apply a sinlar
ban. Indeed, European airlines have been deliberately advertising routes
to the USA via Europe in the South African media and offering inproved
schedul es, connecting flights and other incentives.

-11-



5. The Wder |nEgct of Sanctions

It would be wong, however, to look only at the direct effects of these
speci fic econom c sanctions measures. Equally significant is the way the
climate of support for sanctions anong the international conmunity, has
i nfl uenced perceptions of the country’s econom c prospects, especially
among investors and its traditional supporters. The dramatic escal ation
of the liberation struggle in South Africa and Nanibia in the recent
period has directly contributed to the poor performance of the South
African econony which, combined with investor uncertainty, has further

i nhibited the econony’s growmh and upset its w der trade and investnent
patterns, thereby undermning the reginme’s strategy for survival.

1. CO EEEZ di si nvest nent

I ncreasing corporate isolation has been the nost obvi ous secondary
result of sanctions. Over 120 multinational conpanies, based mainly in
the USA and Britain, have ’disinvested from South Africa in the past 18
nonths (See Appendix 1). While this trend is only an indirect result of
sanctions inposed by the national governnents, it reflects the success of
public disinvestnment canpai gns and ebbing i nvestor confidence in
apartheid South Africa occasioned by both its internal crisis and its
growi ng external isolation. According to President Reagan’s report to
Congress on the results of the Conprehensive Anti-Apartheid. Act, "The
val ue of US direct investnent in South Africa has been cut nearly in half
by disinvestnent - from$2.4 billion in 1982 to approximtely $1.3
billion in 1986. By now it is probably less than $1 billion". British
conpani es that have sold their holdings in South Africa over the past
twel ve nmonths include the country’s two | argest banks, Barclays and
Standard Chartered. Many others have scal ed down their interests in
attenpts to distance thensel ves fromthe apartheid econony.

their departure. The regine has attenpted to put a brave face on

di sinvestnment, claimng that its only effect is to transfer assets to
South African conpanies at bel ownarket prices. In fact disinvestnent
represents a huge vote of no confidence in the apartheid econony, and
when it involves |large prestigious conpanies with | ong associations with
-12-



South Africa, a serious blowto white norale. It also undermines totally
the "constructive engagenent” policies of the USA and Britain which are
based on the nyth that foreign conpanies operating in South Africa and
Nam bi a can be a genuine force for change.

South African exchange controls, introduced in 1985 to prevent a net | oss
in capital, mean that disinvestnent funds theoretically can only flow out
of the country as fast as new investment flows in. But the system has
proved to be extrenely | eaky. Many compani es have renoved funds by
remtting |arger dividends than usual, or |ike Barclays, have been
willing to accept the substantial |osses on book val ue incurred by
conversion at the low financial rand. At the very |east, conpany

di sinvestnent has nore than offset the inflow of short-term specul ative

i nvestment in gold-1inked equities which has been encouraged by the high
gol d price.

In the long term individual disinvestment actiong are certain to disrupt
trade rel ationships, reduce South Africa’s integration into the Western
econom ¢ system and cause a steady decay in technology as plant is not
renewed. According to the Financial Tinmes, the withdrawal of Barclays and
Standard Chartered will mean that 'it will becone increasingly difficult
for them | South African banks) to nake acquisitions or forge |long-term
links with banks in other countries’ IFT 10.7.871

It should be recognised that, w thout the context of mandatory sanctions,
di si nvest nent cannot have nore than an inhibiting effect on the apartheid
econorny, but it is generally recognised within the country that as
Gerhard de Rock, Governor of the SA Reserve Bank has said, "the bottom
line is unfavourable to South Africa ."lLeadership Vol 6 NO2 19871

11. Foreign debt Broblens

I n Septenber 1985, the South African authorities were forced to suspend
unilaterally interest repaynents on short-term debt owed to foreign banks
when American banks refused to extend or roll-over existing |oans. Their
deci sion had, in turn, been precipitated by a conbination of South
Africa' s escalating political crisis and public pressure to cease

| endi ng. South Africa’ s nmoratoriumon repaynments neant that the banks

cl osed ranks and suspended all | ending.
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The shockwaves created by South Africa’s sudden exclusion fromthe
capital markets, provoked a heavy outflow of short-term capital which was
only stemmed by the cl osure of the Johannesburg Stock Exchange and the
rei ntroducti on of a dual exchange rate. During the subsequent two years
the South African authorities nade several attenpts to reach a
reschedul i ng agreenent with their main creditor banks, their aimbeing to
prepare the ground for a restoration. of normal relations with | ending
banks by securing endorsenment of a programre of formal but limted debt
repaynents.

Partial success was achieved in March 1987 when a three-year repaynent
agreenment (effectively resheduling its short-termdebt) was signed

bet ween South Africa and its main creditor banks.

But there is little sign as yet that this has led to resunption in new

| endi ng, al though some banks have taken advantage of a clause allow ng
themto convert short termloans, covered by the repaynments freeze, to
ten year maturities outside the noratorium Some $441 million out of $13

billion has been so converted since July (Financial Tines 26.9.871
That foreign | oans continue to be inpossible to obtain is largely ow ng
to the willingness of much of the international community to tranform

its opposition to apartheid into concrete sanctions neasures, SO
increasing the political and economic risks of conmtting nmoney to South
Africa to an unacceptable level. South Africa's failure to raise capita
overseas has forced nmajor parastatal borrowers such as ESKOM (the state
electricity supply corporation)and SATS (South African Transport
Services) to drastically amend their financing requirenents, and nost

i mportantly necessitated the building of a large current account surplus
to cover debt repaynents and a widening invisible trade deficit.

However, South Africa has been little affected so far in the area of
trade-rel ated finance. Al though the Commonweal th nations (except the UK)
agreed to ban governnent aid for trade with South Africa, a nmeasure al so
adopted by the USA, the British Export Credit Guarantee Departnent and
nost of the EC nenbers continue to provide trade-related credits, as do
nost banks. The inportance of this lifeline was enphasi sed by Chris
Stals, South African Director General of Finance, in an interview | ast
year. He said then
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"if the world banking community should effectively exclude us from

i nternational trade and payment svstenms...it would put us on a barter
system overnight. That is the nuscle they have on their side.”

(Eur omoney Decenber 1986).

iii. Falligg donestic investnent

The problem of |ack of confidence in the apartheid econony |eading to
falling investment, is clearly worrying the South African authorities. It
is now admtted by Gerhard de Kock that growth in the GDP will not reach
the target figure of 3% for 1987. This is in spite of increases in
government expenditure, tax reforns and. interest rate reductions, al
desi gned specifically to stinulate growh, even at the expense of
encouragi ng inflation .

The rel ati onshi p between general econonic perfornmance and the influence
of sanctions was brought out in President’s Reagan’s report to Congress
on the inmpact of the Conprehensive Anti-Apartheid Act: "There is grow ng
consensus anong economn sts that a conbinati on of sanctions, South
Africa’'s inability to attract foreign capitalg and a 'variety of other
factors will nean that, at best, South Africa's gross donmestic product
growth will likely nover between 2.5 and 3.5 percent per annum for the
foreseeabl e future”.

One main problemarea is domestic investrment. The first quarter of 1987
saw a small rise in gross donmestic expenditure, but this reflected
government spending rather than increased private investnent.

The trend for fixed investnent has i ndeed been downward for sone tinme.
Real donestic fixed investnent fell by 2.5%during 1986 and according to
de Kbck, "waned once nore during the first half of 1987". |SA Reserve
Bank Governor’s Address 19871 During the second half of the year it

regi stered "anot her disappointing decline." | Financial Mil 9.10.871 He
put the blame on "lack of sufficient business and consuner
confidence...unfavourabl e perceptions of non-resident
investors...uncertainty of South. African businessmen thenselves... and
above all, "uncertainty associated with the present process of politica
and social refornt
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iv. Qther econonic Eroblens

Having said this, the South African regime is at pains to pronpote

i ndi cators that appear to show signs of econom c recovery. In fact these
are largely fraudulent, and in many ways reveal an increasingly noribund
econony benifiting marginally fromtransi ent w der gl obal trends beyond
its control. For exanple, the large current account surplus results from
a higher gold price, and governnment mani pul ation of trade via a tariff
policy intended to ensure a |large surplus to cover the w dening capita
outflow - hardly an enviable position for a newy industrialising
country. It is certainly not due to inpressive export performance.
Simlarly, the (relatively) stronger rand has nore to do with weaknesses
of the dollar than any internal strength of the South African econony.
Consuner demand has increased but results from purchasing deferred from
previous years funded by a mini-credit boom and encouraged by | ower
interest rates. Consunption has fed off inports, having had no inpact on
donestic productivity levels, projections of which are bei hg adjusted

| ower after over-optimsmat the beginning of the year. Meanwhile, unti
the Cctober Crash, the Johannesburg Stock Exchange had soared, a result
of the higher gold price that has, in turn, attracted investment in

gol d-linked equities. Capital export restrictions have intensified denmand
for local securities. As Gerhard de Rock put it in his Reserve Bank
Annual Address 1987, "the financial sector is experiencing high blood
presure, while the real econonmy suffers froml ow bl ood pressure". He
further characterised econonic perfornmance as "sluggi sh".

Inflation continues to run at over 15% per year (over 20% on foodstuffs
and ot her necessities) and unenpl oynent has worsened over the past year
Estimates put it between 30% 50% anong bl ack workers, with particularly
high levels in the "honel ands’ and rural areas.

6. The Political Inggct of South Africa’ s economc crisis

The inpact of the various sanctions nmeasures which. have been inposed
agai nst South Africa cannot be seen in isolation fromthe struggles being
waged by the people of Namibia and South. Africa. The Reserve Bank’s
Septenber Quarterly Bulletin blamed di sappointing output |evels partly on
"various work stoppages’ organi sed by the UDF and COSATU in May and June
1987. The miners’ strikes in South Africa and Nam bia in August 1987 have
had an even bigger inpact on nining profits.
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As the popular struggles intensify, so the costs rise for the regine. The
war in Namibia is estimated to cost over $1.1 billion per annum whil st
mlitary expenditure in South Africa escal ated by over 800% between 1975
and 1985. It continues to spiral. The budget, announced in June 1987,

di scl osed an overall increase in State expenditure of 16.2% partly
accounted for by additional funding for black housing, education and
grants to the honel ands, but largely the result of respective rises of
30% and 43% on defence and police expenditure.

The increased public expenditure necessary to maintain aparthied at a
time of econom c stagnation has produced a substantial budget deficit,
projected to be R8.4 billion this year or 4.7%of GOP. R .2 billion of
this deficit was to be financed by resorting to tapping funds caught in
the repaynents freeze and due to be repaid to foreign creditor banks, a
reflection of the inmpact of South Africa s exclusion fromaccess to
foreign | oans.

Faced with a stagnant econony being drained of capital, and escal ating
resistance to its apartheid policies, the reginme has had no alternative
but to adopt a potentially inflationary econom c strategy involving
significant increases in spending on repressive agencies, coupled with
"social’ spending ainmed at certain sectors of the black community. The
latter has the dual purpose of attenpting to co-opt 'noderate’ bl ack

opi nion particularly in the honel ands, together with increasing bl ack
consuner spending power in the hope that this will create consuner-|ed
growth in the econony.

However, these policies have had no di scernable effect on. encouraging
gromh in the econony and it is debatable how | ong South Africa will be
able to maintain this |l evel of expenditure. A recent study by a Cape Town
Uni versity Professor put the accunul ated costs of nmintaining apartheid
at R66 billion per year. The cost of nmintaining the machinery of
apartheid alone during the financial year 1985/6 amounted to R3.9 billion
i.e. 12% of state expenditure. This does not take into account the
trenendous burden on the economy of maintaining apartheid programes i.e.
ten "honel and governnents”, thirteen separate education departnments for
different racial and ethnic classifications in South Africa al one. Now
the econony has to face the consequences of the inmpact of disinvestnent
and sanctions. As a result the study concluded that | ost econom c growh
due to "restrictive and racial legislation and international actions

agai nst apartheid" anounts to 2.5% per year. |Wekly Ml 2.10.871
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The South African econony is sinply not expanding sufficiently fast to
cover the costs of escal ati ng aggressi on agai nst the Front Line States,
and its illegal occupation of Nam bia, conbined with containing interna
resi stance and attenpts to buy ’'noderate’ black opinion. In this
situation, sanctions and disinvestrment add further strains to existing
structural weaknesses and substantially raise the costs of defending the
apartheid system

Al this provides the background to the crisis facing the apartheid
regime, to which it responds with increasingly desperate and

sel f-defeating action. On the one hand the regine calculates that it has
to contain the open revolt by the people of South Africa and Nanibia if
it istore-establish the degree of political and econonic stability
required to attract new i nvestrment and | oans. On the other hand the

i mposition of the State of Energency, the controls on media reporting,
the detention and torture of children, indeed the general reign of terror
which it has unleashed, all contribute to increased pressure for

i nternational action. Contrary to the inpression which has been

assi duously propogated by the apartheid regine and its allies, the regine
has felt confident to intensify its repression because it has known that
it will be protected fromeffective international action by Britain, the
USA and the PRC in particular. It is inportant to recall that it was
following the failure of the Nassau Summit to adopt a strong package of
sanctions and the subsequent agreenment between the South Africans and the
international banks in early 1986 that the regine |launched its attacks
against the Frontline states and then inposed the State of Emergency on
12th June 1986. The repression pre-dated action by the Comobnweal th, the
US Congress, the Nordic countries and others and was not in response to
it. In fact far fromforcing the Afrikaaner into the |aager, sanctions
have been responsible in part for the first visible signs of divisions
within the white mnority comunity.
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7. South African Counter Moves

The South African regi ne knows only too well how effective econonic
sanctions can be, and has taken the threat of sanctions very seriously

i ndeed. O ficials fromthe South African Chanber of M nes toured Europe
extensively before the EC Council of Mnisters neeting in Septenber 1986
to | obby specifically against coal sanctions. The SA Chanber of Commerce
sent a delegation to Britain France and Spain in Septenber 1987 'to
counter pro-sanctions pressures in advance of the Commonwealth Summit and
Congressi onal review of the Anti-Apartheid Act’ [Daily Tel egraph
14.9.871. According to the report, the delegation was to neet Ms Lynda
Chal ker, British Secretary of State at the Foreign Ofice.

In June 1987 it was reported that South Africa had opened a specialist
"financial consulate’ in Zurich in order 'to keep channels open to the
banks’ (The CGuardi an 18.6.87). Later, in Septenber, an office for the
South African Coal Industry was opened in London (staffed by a fornmer
nmenber of British mlitary intelligence), the first act of which was to
produce a press release attacking AAM canpaign literature in favour of
coal sanctions.

Not surprisingly, within South Africa various neasures have been taken to
try and bust sanctions. A committee of civil servants, the External Trade
Rel ations Committee, neets twice a nonth to co-ordinate strategy in this
area. 'Specialists’ with experience in Rhodesian sanctions busting and in
breaki ng the Arns Enbargo have apparently been recruited in officia
teans. Whatever success they nay have in evading restrictions, the costs
of counter measures - paying mddle-nen, rerouting trade etc - are
thenselves likely to be I arge and ever increasing.

VWile South Africa puts resources into trying to evade sanctions, it is
pronoting a sophisticated di sinformati on canpai gn designed to discredit
sanctions and to dismss |evels of support for them anbng bl ack South
Africans. Runours, nmany of which were eagerly repeated by Western
journalists, that COSATU was about to turn agai nst disinvestnent and
sanctions were rife prior to the COSATU Congress, held in July 1987. As
it was, COSATU reaffirmed its total support for conprehensive nandatory
sanctions. A little earlier in March, Reva All an Boesak. was quoted on
tel evi sion as opposi ng disinvestnent. Shell used the quote extensively to
support their argunments for staying in South Africa. Rev Boesak issued
statenments specifically denying these clainms and reaffirm ng his support
both for disinvestnent and sancti ons.
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Similarly, there have been nunerous articles in the Western press seeking
to show that sanctions have been ineffective. These run conpletely
counter to the conclusions reached in a report conm ssioned by the South
African Federated Chanber of Industries in October 1986. Having anal ysed
three separate sanctions scenarios, this stated that 'sanctions can
danage the South African econony rather nore seriously than appears to be
general |y perceived both inside and outside South Africa’ |l The Effect of
Sancti ons on Enpl oyment and Production in South. Africa - A Quantitive
Anal ysis FCl 19861

8. Britain's Record

British policy has a profound inpact on devel opnents in South Africa and
t hroughout the region. As the major foreign investor in both the South
African and Nani bi an econom es; as a principle trading partner; as the
mai n source outside Africa for its tourist trade; as the the country with
the nost extensive sporting and cultural relations with South Africa; and
i ndeed as the former colonial power - Britain is placed in a unique
position to apply pressure on apartheid South Africa.

How then has Britain responded to the growing crisis in South Africa ?
First, Britain has consistently bl ocked the adoption of effective action
by the international community. In Septenmber 1985 at the EC Council of

M nisters, at the Comobnweal th Summit in Nassau in COctober 1985, at the
Hague European Council neeting in June 1986, at the Comobnweal th Revi ew
Meeting in London in August 1986, and repeatedly in the UN Security
Council, nost recently in February 1987 over South Africa and in Apri
1987 over Namibia, Britain either singularly or with the USA or FRG has
vet oed and bl ocked sanctions proposals.

Second, Britain has failed to enforce strictly the neasures to which it
is formally, if reluctantly, conmtted. The inplenentation of these
neasures has nade a nockery of their stated objective of sending a
powerful signal to South Africa. In some cases, such as the arnms enbargo
bans on nmilitary-related conputer sales, bans on the inports of arms from
South Africa, British controls are riddled with | oopholes. The US State
Department in its report on ’Conpliance with the UN Arns Enbargo’



published in April 1987, named Britain as one of seven countries stil

i nvolved in the supply of mlitary equipment to South Africa. The
controls over computer exports only cover very linmted categories, and
the Departnment of Trade has even been pronoting the sales of conputers
and security equi pment to bodies closely involved with the South African
security and military services.

O her so-called voluntary bans are a nonsense. Pronotion of tourismto
South Africa goes on unabated. Likew se, the voluntary ban on new

i nvestment is unenforced and narrow y defined. Indeed the Departnment of
Trade is advising British conpanies to set up subsidiaries in direct
conflict with this ban.

In other cases, neasures are sinply not being inplenmented. For exanple,
Britain exported i3.4 million of petroleum products to South Africa in
the first seven nonths of 1987, and 33,000 tonnes of steel products
covered by the EC ban on iron and steel inports, were officially recorded
as entering Britain.

Appendi x 2 sets out point by point Britain's record in inplenenting

el even out of the fourteen neasures to which it has fornmally agreed.

The third way Britain has responded has been to undermne, wittingly or
unwi ttingly, the inpact of measures adopted by other countries. The npst
explicit exanple has been the the determned effort made by British
Airways to attract South Africa-USA air traffic follow ng the US Congress
ban on direct flights to and from South Africa. A range of prontiona
advertisenments have been produced in this connection (see Appendix 3).

A further exanple reported recently was the invd venent of Britain in
underm ni ng the ban on uraniuminports into the USA. Uranium from South
Africa (which for the purposes of American controls includes Nam bia) is
banned under the US Conprehensive Anti-Apartheid Act. As a result it is
processed in Britain into uranium hexafluoride and then redesignated as a
British manufactured product so that it can be inported in to the US. Yet
anot her exanpl e concerns British Departnent of Trade docunents that
reveal that Britain is seeking to replace the US as a supplier of
security equi pnment because of "current uncertainties over US intentions”.
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Finally, the British Prime Mnister has assuned the role of principa

i deol ogi cal opponent of sanctions. Resorting to agunents that are
characteristic of the cruder fornms of apartheid propaganda, she has gone
on the offensive against sanctions. Her rhetoric has delighted racist
South Africa, encouraged the sanctions breakers, and msled the nany
conmercial interests that are contenplating ending their economnc
relations with South Africa and Nami bia

Taken together, Britain's record represents a devastating catal ogue of

col | aboration with apart heid.

9 . Concl usions

It is clear that the sanctions neasures so far adopted have not had the
desired effect of persuading the South African government to disnantle
the apparatus of apartheid. Yet this political failure can first and
forempst be attributed to the linmted scope of the measures and to the
weakness of their enforcement, rather than to any ineffectiveness of
sanctions as an instrunent of policy.

First, while a variety of limted and sel ective sancti ons have been

i nposed, they fall far short of conprehensive and nmandatory sanctions for
whi ch both the liberation novements and other denocratic organisations in
South Africa and Nami bia are calling, and which have been endorsed by the
UN General Assenbly, the QAU, and other international bodies on numerous
occasions. It remmins the case that conprehensive nmandatory sanctions
enforced by the United Nations Security Council would have an i medi ate
and overwhel mi ng effect on the South African economny, and on the regine's
ability to maintain the apartheid systemand its illegal occupation of
Nami bi a.

Second, despite the adoption of many of the sanctions neasures by several
countries, their overall effectiveness has been underm ned by their |ack
of universal application. For exanple, the ban on air |inks agreed by the
Commonweal th and al so i nposed by the USA, has been rendered | argely of

nui sance value to the South Africans by Britain's and other EC countries’
failure to conply. Equally, the failure of the EC and Japan to ban coa
imports blunts the still considerable inpact of the bans inposed by ot her
countries. Britain and the USA have vetoed attenpts by the UN Security
Council to make even sel ective sanctions nandatory on all UN nmenber
states.
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Third, there is anple evidence indicating that the neasures adopted have
not been strictly inplenented by certain countries. The British
CGovernment in particular has shown great reluctance to pursue its
responsibilities in this area. According to Mnisterial answers in
Parlianment, no nechani sns have been adopted to nonitor or enforce the
vol untary bans on new i nvestnent and pronotion of tourism |nplenmentation
has gone no further than letters to bodies such as the Confederation of
British Industry and the Association of British Travel Agents appealing
for their conpliance. Britain, along with other EC countries has
continued to inmport iron and steel products in breach of EC restrictions.
A further maj or weakness in the neasures whi ch have been applied by a
nunber of nations including the EC, is their non-application to Nami bia
Britain, for exanple, refuses to apply either its voluntary ban on new
direct investment or tourismto Nam bia. This not only underm nes the

ef fectiveness of the application of these measures against South Africa,
but al so reduces the pressure on South Africa to end its illega
occupation of Nami bia. Welconmng the fact that Nam bia was escapi ng nmany
of the sanctions neasures, the managi ng director of Standard Bank South
West Africa stated in his annual report in February 1987 that "doors are
opening for South West Africa".|lWndhoek Advertiser

If South Africa’s major trading partners and particularly Geat Britain
the FRG and the USA, were to support the nmeasures so far adopted by other
Western countries, their inpact would be very nmuch greater. But instead,
they actively canpai gn agai nst sanctions as an instrunent of policy.

G ven these weaknesses, it is perhaps surprising that these sanctions
have had any di scernabl e economc effect. Miuch of their inpact has in
fact been due to the work of voluntary anti-apartheid groups and ot her
forns of anti-apartheid action by the public in Wstern countries. It
follows that the econom c inpact outlined above, together with the

regi me’ s obvi ous apprehension of further neasures, are vital argunents
for deciding to strengthen and w den sanctions neasures.
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The apartheid econony is experiencing a profound crisis, which is being
rapi dly exacerbated by the effects of sanctions nmeasures. These have
seriously affected South Africa s export earnings, and have enphasi sed
South Africa’'s international isolation, leading to capital outflows and
di sinvestnent. At the sanme tine, the regine is having to spend increasing
sunms to maintain its systemof racist rule. It can only do so because of
the relatively high gold price, the earnings fromwhich are currently
under pi nni ng t he whol e econony.

In such a volatile situation, the occurrance of a number of factors would
set the apartheid econony in danger of conplete collapse, or at the very
| east terminal disequilibrium Such factors include a drop in the price

of gold, a significant rise in the price of crude oil, action by the
banks to secure the faster repaynment of |oans, the refusal of banks to
roll-over |oans outside the standstill arrangments, etc.

Al the evidence therefore denonstrates that the |limted nmeasures already
adopted are beginning to bite ¢ the apartheid econony. Since it is
evident for all to see that the apartheid regine is neither going to
agree to the inplenmentation of the UN Plan for the |Independence of
Nam bi a nor disnmantle the system of apartheid itself voluntarily, it is
essential that pressures against the Pretoria regime are intensified. At
present the burden of these pressures is borne by the people of South
Africa and Nam bia as well as the Frontline States. If the internationa
conmunity w shes to reduce their agony and suffering then it nust accept
an increased burden itself by applying effective pressures. Those who
refuse to act are acconplices in the crine of apartheid.

10 Recommendat i ons

The task facing the international community is to identify the policies
that can ensure sanctions have the maxi num i npact as quickly as possible
so as to contribute to fundanental change in Southern Africa with the

m ni mum of vi ol ence.

Conpr ehensi ve and mandat ory sanctiuons agai nst South Africa inmposed by
the UN Security Council provide the best course of action. Their

-24-



APPENDI X 2 - Letter from Archbi shop Trevor Huddl eston regarding Britain's
non-ocnpl | ance wi th various sancti ons measures.
A

heddent

Most Rcvd Trevor Huddl eston CR
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Si x Hugh Casson KCVO

Jack Jones CH
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Rt Hon David Steel M
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Paul i ne Webb

Rt Revd WIfxed Wod

The Anti-Apartheid Myvenent

1: in Consultative Status with

the Economi ¢ and Soci al Council

(ECOSOC) of the United Nations

Anti - Apart hei d Movenent

13 Mandel a Street London NWL ODW Tel 01-387 7966

13.10. 87
Hi s Excellencg M Shridath S Ranphal, AC Kt, CMG QC
e

Conmonweal t h

cretar -GCeneral

Commonweal th Secretar at

Mar | bor ough House

Pal |l Mal |

London SW

Dear Secretary-Ceneral,

| have been astonished to read reports in the

?mgating fromthe British governnent statin

u

press clearly

that Britain is

i npl enenting the measures to which t e Prime Mnister
commtted Britain at the Nassau Summit and the London Revi ew
Meet i ng.

convey to

| would urge you to

This is a travesty of the truth.

Sunmit the

the Commonweal th | eaders attending the

following facts

1

Britain does not strictly enforce the mandatory arns enbargo
agai nst South Africa. The US State Departnent report submtted
to the US Congress on Ist April 1987 on conpliance with the UN
arns enbargo naned Britain. as one of seven, countries still

i nvol ved in supplying arns to South Africa in breach of the
enbar 0. Moreover on one occasion at |east since Nassau
Brita n has failed to rosecute a serious violation. A

dossier of British breac es of the arns enbargo has been
prepared for the Summt.

The British government does not take "every practical ftep to
di scourage sporting contacts with South Africa. The
government refuses, for exanple, to terninate the no-visa

a reement with South Africa, which would allowit to follow
t e exanple of Conmonweal th and EEC countries by banning the
entry of South African sportsmen and womnen.

The Government only imlanented a ban on the inport of

Kru errands 8 nonths a ter the Nassau Sunmmit (after South

Afr ca had stopped the roduction of Krugerrands) and that ban



excluded inports viat 1rd countries. Only in NOvenber ’'87
was it extended to cover inports fromthird countries by which
time trade in Krugerrands had becone ninimal.

Ofical Trade Mssions to South Africa are continuing.

I nstead of com n under the auspices of the British Overseas
Tradi ng Board ( TB) they are now or anised by the BOIB s
"area roup’ for South Africa, the Unite Kingdom South Africa
Trade soci ati on (UKSATA). The next such trade mission to
South Africa is departing in Novenber 1987.

-29



5 The governnent has not banned the sale and exgort of com uter equipnent
capabl e of bein used by the South African m itary, pol ce or security
forces. BritiskE government ex ort controls over conputers only cover

certain specific categories. T e Degartnment of Trade and Industry (DTI)

has been activel pronoting sales 0 conputers to South African bodies

i ncluding the ouncil for Scientific and Industrial Research yhich

undertakes military and strategic research for the apartheid regine.

6 The CGovernnent has not banned the sale and ex ort of oil to South Africa.
It has sinmply issued voluntary guidelines, an these do not cover refined
petrol eum products. During the first seven nonths of 1987 petrol eum

exports to South Africa totalled E3.4 mllion. The _DTI has al so .been
encouragi ng British conpanies to beconme involved in South Africa s

of f-shore gas project at Mdssel Bay, which is desi ned to undermine the
effects of international emnbargoes on the supply of 01 to South Africa.

7 The governnent has not imnmposed "a strict and rigorously controlled enbargo
on imorts of arns, amunition, mlitary vehicles and param |tary equi pnent
fromouth Africa. It has even refused to take action when South African

M litary equi pment manufacturers have established subsidiaries in Britain

to promote worl d-wi de sal es of their equipnent.

8 There is no enbar 0 on all mlitary cooperation between South Africa and
Britain; Britain, SA and South Africa continue to neet at high level to
exchange intelligence.

9 The British governnent states that it has inposed a ’'voluntary ban’ on new
i nvest ments. However, the DTl is advising British conpanies to set up
subsidiaries in South Africa in direct contravention of this ban

10 Britain's 'voluntary ban’ on the pronotion of tourismto South Africa is a
nonsense. The governnent has witten two letters, one to the Association

of British Travel ents (ABTA) and the other to the representatives of
advertising associat ons. The only major tour operator to stop offerin
holida s in South Africa as a result of the voluntary ban, Kuoni Trave

Ltd, earnt about it from media reports. Sue Mautner, the Marketing

Manager, is reported on October 87 as saying "W are still waiting one eat

on for sonething froma CGovernnent departnent telling us what we shoul be

doi ng". Such as been the inpact of the so-called voluntary ban that

whereas tourismfromBritain to South Africa fell from28 000 in 1985 to
15,000 in 1986, during the first quarter of 1987, the |5,000 mark had

al ready been passed.

[l Ms Thatcher at the London Revi ew nmeetin undertook to accept and i npl enent
any EEC decision to ban the inport oggcoal, iron and steel from South

Africa. A ban on the inports of coal was bl ocked by the PRC governnent on
16th Se t 1986. Ms Thatcher flew to Bonn on the sanme day and public

endor se Chancel | or Kohl's anti-sanctions policy. A ban on iron and stee

was agreed by the EEC, however 33 000 tonnes of steel products have been

i nported over the first 7 nonths of this year from South Africa, including
i3.1 mllion worth during June and July al one.

These facts sgeak for thenselves. Britain has refused to enforce nost of the
neasures whic it formally subscribes to and as a result Britain has sent
recisel the won signal to Pretoria. It is a fact that British inports from
outh rica have refged by 201 over the past 12 nonths but this has nothing to
do with Government 0 cy or action but has everything to do with the increasing
revulsion felt by t e people of Britain against the systemof apartheid. It is
the people of Britain who are individually and collectively imosing their own
sanctions. And so committed is Ms Thatcher to maintaining ritish economc
col  aboration with South Africa that she is nON seeking to prohibit |oca
authorities frominposing such bogeott policies and to add insult to injury, is
amending British race relations egislation in order to be able to inplenent
this neasure.

| trust that the Commonwealth will judge Britain's record by the facts and not
by the disinformation originating from Downing Street or Witehall

Yours sincerely,

% -__f;; kaN 4(kk3514eyf; e (L41.

F

i Trevor Huddl eston CR

Pr esi dent
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APPENDI X 3 - British Airways advert in the South African press exploits

US ban on direct flights between the USA and South Africa.

Catch a curved flight

(Via Laldon we put 17 bases in the pal mof your hand.)

Pl TTSBURGH

VANCOUVER WASHI NGTON

This is a pitch for British Airways. So whether youtre offto Chicago for

Cat ch our nighdy home-run to London and their 150th birthday cel ebrations or to New York
you,re within strikin distance of our to see the Yankees, take our cutved flight

17 North Anerimm ases. via London. 165 the Qstest run you can nake.

It,sjust a short-stop at Heathrow (where And after all, less innings in the air makes tim
e

Term nal 4, 51uxurious transit |ounges abound with for nore outings on the ground

hal f-time refieshments). No wonder were the worlds favourite airline.

B RTISHA RWYS

The worl ds favourite airline. 7
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conpr ehensi ve character woul d ensure that South Africa is denied al

forns of collaboration. They would have an i medi ate i nmpact both

econom cally and politically on South Africa. Their mandatory character
woul d provide the best prospect that they would be universally applied
since inplenentation would be obligatory on all UN nmenber states. The UN
Security Council would have to establish appropriate mechanisnms to ensure
that the sanctions were rigourously inplenented.

The inposition of UN Conprehensive and mandatory sancti ons must be the
key objective of all those commtted to international action against
aparthi ed.

However, in Britain we have a responsibility to the Comopnweal th. Pendi ng
the application of UN sanctions, Britain nust act to ensure that the
Conmonweal t h’ s package of sanctions is not underm ned. The tragic fact is
that because of Britain's stake in the apartheid econony, action by other
Commonweal t h nations can only have a marginal inmpact conpared wth
Britain. The British governnent nust be convinced of the the need to
change policy and to i mmedi ately endorse the sanctions packages agreed in
Nassau, London and Vancouver. As part of this effort, Britain should seek
the i medi ate i npl enentati on of an EC-w de ban on South. African coa

i mports.

Finally, Britain needs to take i mediate action to inplenment strictly the
limted nmeasures to which it has al ready subscribed, and to | nake the

vol untary bans conpul sory.

- 25-



Tabl e 1.

The 1 nggct of Sanctions: Inggrts from South Africa 1986-87
Country/ area

Val ue of inmports from SA (E000)

1986 Jan-Jul z 1987 Jan-Jul x % change

UK 8 488.8 E 391.0 - 20%

(Source: British Overseas Trade Statistics)
Mont hly average val ue of inmports ($nl1110n)
1986 | st guarter 1987 |st guarter Z change
EEC 458.3 441.7 - 4%

USA 214.5 112. 4 -48%

Japan 292.1 262.7 -10%

FRG 79.9 104.8 131%

(Source: OECD Monthly Statistics of Foreign Trade)
Table 2

Net Inflows of Cagital to South Africa 1980-86
(R mllion)

1980 81 82 83 84 85 86

-2282 846 3085 -331 -19 -10418 -5000

(Source: SA Reserve Bank)

Table 3

Val ue of South African Coal ggpgrts

(R billion)

1980 81 82 83 84 85 86 871k

0.6 1.01.21.21.7 3.33.21.9
(Source: Financial Mil 24.7.87)
8 : projected
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Tabl e 4

South African Defence Eggggditure

(R billion)

80/ 81 81/82 82/83 83/84 84/85 85/86 86/87

1.97 2.47 2.67 3.10 3.76 4.27 6.68

(Source: White Papers on Defence, press reports)
Table 5

CGover nrent Budget Deficit

(R billion)

1981 82 83 84 85 86 87

1.9 2.44.043?27?8.4

(Source: SA Reserve Bank)

Table 6

Real GDP Per Cagita (at constant 1980 Erices)
(Rand)

1980 81 82 83 84 85 86

2084 2127 2063 1964 2013 1946 1917

(Source: SA Reserve Bank)
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Appendi x 1

UK Congggz Disinvestnent from South Africa 1986-7
Sal e of all subsidiaries:
1986

Vi ckers

Thomas French

MK El ectric

Bar cl ays

Al'lied Coll oids

Trust house Forte

1987

Rank Xer ox

Bl CC

Si non Engi neeri ng

Gal | aher

Thomson Publications

W ki nson Sword

St andard Chartered

Meggitt Hol di ngs (Bestobell)
Legal & General

Partial disinvestrment (Sale of sone subsidiaries or reduction in

hol di ngs )

1986

B Elliot

BET

Prudenti a

Hunting Industries

NEI

H Il Sanue

Cookson

Johnson Matt hey

APV

Delta Group

1987

El ectronic Rental s
McKechni e

Consol i dated Gol d Fi el ds
Hal | Engi neering

Suter (Mtchell Cotts)
Intention to disinvest
Rover Group

Norwi ch Uni on
McKechni e
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