
GENERAL AGREEMENT ON 

TARIFFS AND TRADE 

Committee on Balance-of-Payments Original: English 
Restrictions 

CONSULTATION UNDER ARTICLE XII:4(a) WITH SOUTH AFRICA 

International Monetary Fund Executive Board Decision 
of 16 July 1971 

1. This decision is taken by the Executive Directors in concluding the 1971 
consultation with South Africa pursuant to Article XIV, Section 4 of the Articles of 
Agreement. 

2. Gross domestic product in real terms rose by 7 per cent in 1969 and by 5 per cent 
in 1970. Gross domestic expenditures, however, expanded more rapidly and strong 
inflationary pressures emerged. In each of these two years, private consumption 
continued to rise by nearly 7 per cent in real terms; the rate of increase in fixed 
investment increased markedly; and there was a large accumulation of stocks, 
particularly in 1970. In 1970, wages and salaries increased substantially, and 
consumer prices rose at an annual rate of about 4 per cent. 

3. Owing to the increasing pressure of domestic demand, the value of imports rose 
by 1£ per cent in 1969 and by 20 per cent in 1970. The value of total merchandise 
exports showed a small decline in both years due mainly to poor crops in 1969 and 
weak demand for wool and diamonds in 1970. The value of net gold output was moderately 
higher than in I968 owing to higher prices in the free gold market and a small increase 
in production in 1970. The current account of the balance of payments which had shown 
a surplus in I968 registered deficits of $367 million in 1969 and of $1,103 million in 
1970. Substantial net capital imports moderated the impact of these deficits on the 
reserves. Total gold and foreign exchange reserves (including Fund position and SDR 
holdings) fell by about $550 million between the end of I968 and May 1971 to 
$914 million, equivalent to about three months of current imports. 

4. Economic policy has recently been directed toward moderating the growth of 
domestic demand, particularly private consumption. Bank credit to the private sector, 
though subject to ceilings, showed a substantial expansion in 1969 and 1970, but 
liquid assets in the hands of the public rose by no more than 11 per cent in 1969 and 
by only 5 per cent in 1970 as a result of the mounting external deficit. In the course 
of 1970 and again in 1971, tax rates were substantially increased and the interest 
rates on new issues of government bonds were raised to minimize financing of the 
Treasury by the banking system. The Fund believes that the maintenance of restrictive 
financial policies is necessary to achieve a better internal and external balance. 

5. In the past year, exchange controls on capital transactions were applied in a 
somewhat more restrictive manner, but current transactions remained virtually free from 
exchange restrictions. Some further progress was made in the relaxation of quantita
tive restrictions on imports. 
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