from 16 to 20%. Reserve Bank figures indicate an average increase
across the economy of 15.1% in the first half of 1989, down from 15.8%

in 1988.
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All was not gloomy in 1989, for agriculture, mining, manufacturing,
foreign:trade and the:Johannesburg Stock Exchange all.recorded.excellent
results: Agriculture - had: its’ best year in- the' past-decade. .’ The.maize;
crop at'1l ‘million. tons, while not.a record,. was of :bumper.” proportionss :
Wheat. production did ‘not:’.come up to 1988's recofd but Was still good.
enough to permit substantial exports.valued at R 360 -million... Spending:
by ther agricultural . industry on capital and  intermediate goods was up
and ihterest payments were down. . Gross. farm -income. for. :the..year . to.
June,: 1989, was a record R:15.4 billion. Of -the 2.1% increase in :South:
Africa's GDP'in 1989 approximatély half was contributed. by agriculture..

_w«- For gold;, 1989 was a disappointing year . when . production ' fell by

more ; than 2% to 606 tons from 619 .in 1988: The average. price for;the:
year was doWn 13% to US $380 per ounce {(US$437-in 1988). -~ The high :cost.
of - - production - from. inefficient: mines continues. to .-be; ar: WOILY..
Nevertheless, the continuing .. importance .of gold _to the economy :: 18-*
reflected - .in the total value of sales at R.20 billion in-1989: After.
gold, coal remained the next largest earner of . foreign exchange from the.
export of some 44 million tons, slightly below the record of 45 million’
tons set in 1986. With the dollar price 20% higher, 1989 was an

excellent - year for - the. industry. ' The rarer minerals: : platinum,

manganese, chrome; vanadium. continued to perform *well-.and -~ diamond:
production was-up 6.5%, though total sales value was‘down slightly» from.
1988, Total South African mineral sales at R37.7 billion:represented an:
11-.1% increase over. 1988: Manufacturing, aftér three - good years-of-
growth.between 1986 and- 1988, fell 'in volume terms. for-:the - first...timer

since :1985.- =~ - e T . : e . : LT
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:+ - -QOver the year 1989, the.Rand fell against-all. the ma jor- currencies,
suffering most against the U.S. dollar -with a drop.of .15.4%.: The final.
quarter brought a substantial recovery following a return of confidence:
induced: by South- Africa's debt rescheduling and a firmer price for gold
late " in the year. The rescheduling agreement With .foreign _bank
creditors,: reached--. in-October; comes into.effect on July 1, 1990. . This;
requires repayment of ,some US:§$1.5 billion by. the end of: 1993:; from- a’
total.. outstanding of- .US $8.billion..; An.additional2US ;$12 billion.in.
external debt’.is; also outstanding and:will need repayments amounting- :to;
US _.$6 .to  $8 billion over the four years :.1990-1993. Theserobligations.
will: require maintenance of a substantial current account. surplus in the
balance of payments, thus limiting the capacity for growth: and. job.
creationm-mThe'.currentn:accountnﬂsurplusm‘rose'_tQ-R&;l.billionginﬁ19&9
compared with R2.9 billion the year before and was just sufficient to
service foreign debt repayments amounting to about US $1.5 billion.
Nevertheless, according to :the Minister . .of Finance, the net capital
outflow of R5.6 billion’ .in 1989 resulted in a.continuing fall in net

foreign exchange reserves.

?out? .Africa's ability to service its foreign debt réliéé-ﬁéé?il
on mélntalnlng a surplus on current account and, especially, on itz
'forelgn trade compoﬁent. Sanctions notwithstandihg, exbOrts ;éfform d
well in 1989. This was due to market diversification and to "the f et
that c19se to 70% of merqhandisé exports originate from miniﬁg an‘ai:a
1arge1¥*1mmune‘to sanctions by virtue of the relative scaréit "a d
essential nature of the minerals concerned, Alohg With wheat andviaiz:
wool? sugar..and fruit did well and agricultural ekpofts grossed befwée;
-Raland R5 ?1llion in 1989. At the same time, impoft constréints'in the
form .of Import surcharges, a weak Rand and high interest rate
contributed also to the favourable current account balance. " >

‘ Thg.thanpeéerg Stock ‘Exchange boomed in. 1989ﬁ“aﬁd,'with:’é' 66%
‘growth in prices, outperformed’ "all the world's major exchaﬁges éiéépt
thzze‘of M;;lgodand.Austria; This was a result of a geﬂéral‘increésé in
optimism, high domestic liquidity and a jump i ice of gold in th
‘latter part of ‘the year. (& JUIP En The prige of gold inthe

. Ff there was ever any doubt about the dépressing effect of
sgnctlonS' and disinvestment on the  South African economy it wa
dlSP81led by a number of statements and studies issued reéenily’ih"Soﬁfz
.Afrlca. In his budget statement - on 14 March 1990, the Minister A f
Finance 1likened South Africa to the third world countries ﬁhoz
deve}opment had depended on international capital which now - had Zto kb:
'r?pgld. He said the consequent outflow of capital was #ggfavated b
dls}nyestment agg, unlike the ‘developing countrieé;'Sduth Africé foi
PO}}t}cgy reasons had been cut off from normal international ‘bankin
fac111;1es‘such ‘as those of the IMF. This, according to the Miﬁistzrg
had- compllcgteq management of the balance of payments and fdrced.Soutﬁ
-Africa to maintain a surplus on current account wh{ch‘ had’ ad"r 1
affected the growth capacity of the economy. B versely

_ A report of the Trust Bank of South Africa was more Specifib It
gstlmaFed the impact of_ international sanctions since '1985"in.‘the
f0110w1ng terms: ‘loss of qutputvof'RBO billion (C $40 billibn){'losses
bFim‘red?ced exgqrts and capital outflows of R40 billion (c $20
5:).Ol-lon), GDP in real terms reduced by 10%; employment reduced by

,090 (an official report put this figure at 1,000 060)‘ real coi
spending reduced by 15%. , , ' consamer

refleizzsglnofzzsiA{eap.-tpe 'South African Broadcasting. Corboratiqn;
reflecting al opinion; acknowledged that sanctions could not be
ra aside or easily ?vercome and that they had a serious effect on
affecz::om§QCi:§yondthg1r stFictly ec?nomic effects,;they had'adveféely'
living. . Femer con }tlons, job crgatlon, unemploymeﬁt and standards of
coomobre | ort er, soglal and economic reform must go hand in. hand,
thone ad.ustjustmeﬁts would have to be made in response to sanctions and
in~50c'ai ments @ust;be underpinned by positive and dynamic progress
gy i apd constltutional reform". It seems clear that the realities
Gove:cted '1n t§e§e statements have contributed to the SodthlAfricah
o nment’s decision to reverse forty years of National Part and
oOvernment policies on apartheid and launch out in a new difectionf ’
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