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INTRODUCTION

_Since'.lsaa the International Relations environment hasz
undergone significant éhanges and transformations. In no
-two countrlea have these. changes been more significant than

in the Soviet Unlon/RuESLa and South Afrieca.

While the Soviet Union was traditionally_involvéd with the
liberanion forces within and around Southern Africa due to
the ommunlst leanlngs of theae forces and the Sovief policy'
of communism, the political transformation .developed in
.Ruasia is to_'reflect & greater priority. in improving
relations with Western Europe and the Unlted States. As a
result of this, formal Russian-South African relations have

decreased.

In the past the whiteISQuth Aixieah government was extremely
concerned and preoccupied witﬁ what they perceived as the
expansion of the communist ideoclegy in the African continent
.énd the role that the Suviet Union had played in supportlng
the liberation struggle in South Africa. As a congoquance
of this, the ANC had been provided with significant economic
and political support and thersfore relations hetweeﬁ the
ANC and the USSR were very good.  Although with .tha .
transformation of South Africa, the priorities of the new

ANC govefnment have changed and the level of relations with



the'Rusaiaﬁ_Fedérati has conseguently decreased.

As foreign policy .pridrities have' changed  with the
traﬁsidrmation'in South Afr.ca and Russia; relations between
- De Beern Consolidated Mines of South Africa and the. Russiau

Federaticn have played an 1ncreasing role in developing ties

between those two countrlea.

In order to explain the above-mentioned phenomenon certain
importanﬁ_.qUeatidns. abouﬁ the: férmation, transition and

execution of countries' foreign pelicies should be raised.

How did the Soviet Union's Fforeign polidy influence the
development_of the ANC liberation. struggle? What factors

influenced the shift in foreign policy making in Russia and
South Africa? To what extent did the changes in foreign
policy affect the Russo-be Beers relations? How do recent
fundamental shifts in the gldhai economy impact upon . the -
state-firm relationship exemplified by the Ruasian

Fedexation and De Beers? What are the opportunities for

fucure Ruas;an -8outh African relations?

' Indéed, one cannot ignore the fact that the shift in foreign
pelicy fqrmulatioh together with fundamental shifts in the
global economy suggesta that the unigue state-firm co-

operation wmay at some stage replace the state-firm



: relations. - “To say_that'the world'has changed markedly
siﬁce the dawn of the 20th Century seems so obvious as to be
‘disingenuous.  Fundamental shifts have occurred in both the

global economy and in the nature of international relaﬁions.
~ One connection between the structural changes in the worid
eéonomy and sgolety on oné hand, and internéﬁional.politics

on the other hand, has gone largely overlocked' (1)

Chapﬁér 1 of this paper is concerned with the establishment
" of Soviet . Union—ANC/SACP—'relations, the shift in both
.countries' foreign policy in the early 199b'a and factors is
meant principally te illustrate the aignificance of these
shifts in each stateﬁ' foreign policy while adopting the
interests of bhoth the state (the Soviet Union) and the fizm

(De Beers Consolidated Mines of South Africa).

Chapter 2 examines the principals on which the state
succesgfully co—operated' with te firm for many years,
accommodating changes in the political and economic

envirénment. - A8 the Republic of Sakha (Yakutia) promoteé
the ihatabiiity_in the diamond industry cauﬂed by political
tensions with the Rusgian Federation and an expansion of ite
diamond cutting and secondary diamond related industries,
its emergency ab a new number of the diamond cartel will be

- described as digruptive.



In Chapter 3 of this report recent fundamental shifts in the
gleobal economy will be described in crder to understand the
changes_in foreign poligy making and the diplomacy related
':to it., Debra Spar's successful - carte; participaﬁt
characferistlcs will be. introduced and employed to explaln
the Russo-De Beer ceqtemporary state- firm relations. The
vole of Russia as a state in cartel participation and
diamond market will be analysed within the context of this

thesls.

Finally, the conclusion will be devoted to answering

" questions advanced at the beginning of the introduction.



 THE EVOLUTION OF STATE-STATE
| RELATIONS IN THE COLD WAR ERA

.The ralationehip between the'Spviet Union/Rusgsia and South
‘Africa and especially with the African National ﬁongreés and
its allies had a profound thoﬁgh contradictory effect on
developments in bcth.éount:ies, The foreign policy of the
Soviet Union /the Communist Party of the Soviet Union and
South Africa / African National Cbngreas_has.undergbné a
dramatic transformation in the last few decades and has
resulted in certain common changes.in theix gransition to
_dehocracy. This chapter will inVEstigaté the transformation_
of Bouth Africa .and Soviet Union state-state relations
‘during Cold War Bra by first examining the key pointe in the

esﬁablishment of the Soviet Union-South Africa-ANC



.Relation3~'secondlyf'loéking at the USSR alienatibn.from.the-
ANC. and its rapprochement with Pretoria in earlv s07s;
thixdly, 1dennify1ng the countciea common shifts in
. transitidn towards democratiaatian; - and - finaliy,
1nvestigat1ng perspectives related to the recent visit of

Nelson Mandela to Moscow in Nay 1999
SOVIET UNION-ANC RELATIONS, 1960-~1989

A lot has been said and written about the negative and
positive effects on.tha South African libewation movemént of
thé.links with the Sﬁviet Union. One has to admit that such
features of Soviet éeciety as leader-worshipping, dogmatism,

the lack of broad discussions befors taking crucial
decisgione, and 1imita£iona in interuparty.demscracy, ware

nrot the best to emulate. But even if some - borrowing of

these mattérs did talkc place, its influence was limited and

was, from the pexspective of Jhe Liberation struggle,
undcubtedly overvhelmed by the positive effects of co-
operation with the Soviet Uninn..' Perhaps the USSR's
.greatest ‘gontribution was not material aséisténcé, the
' pro?ision-training facilities, or the other steps, described
above, but the encouragement of non-racism in the ANC's
ranks. 3in the previous two decades the Soviet Union proved

to be & reliable supporter of the liberation movement in



South fAfrica,' which rendered it valuable assistance  in

difficult times.

The establishment (or to be exact, re—establishment} of
direct contacts between the USSR on one hand and the ANC and

the South African Communist Party (SACP} on the other, took
place in the early 1960s. The discussions with the leaders
and 6ff;cials of the ruling Communist Party of the Soviet
'._Uniﬁn resulted in political. support for the libéeration
ptruggle, 'oh the terms suggested by the South Africans
themselves, including political support (from 1961) and
practicai gupport to Umkhonte we Bizwe {MK) (from 1%63).

From 1963-1965 hundreds of MK fighters came to the USSR to
be trained in Odeésa, Moscow and Tashkent. No other country

in Afrieca, or elsewhere, waé ready - to provide such

farvilitiea., (2}

However, the assistance to Umkhonto and to underground
activities of the ANC and the SACP, 1mpcrtan“ a8 they were,
represented jugt one sphers of co-operation between the USSR
and the liberation movement. By the beginning of the 19808
many other. gpheres had developéd a2s well._ Ciplomatic
aupgoft for the anti-racist struggle in South Africa started
" when thiz issue was raised in the United Nationa. The
Soviet non-governmental organisatioqs (NGOa) and in

particular, = the Soviet-based Afro-Asian  Solidarity
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Committee, playad an important' role in launching and
sustaining several internatiénal solidarity campaigns, such
ag the creation of the International Commiﬁtee on Sputhern
Africa as é follew-up to the 1977 hroad—based NGO conference

- in Lisbon.

'Mgterialf_assistance to the ANC, which began in 1963,
included - gupplies of food, clothes, cars, .trucks,
stationery, sportsweér, building materials and other goods,.
thrcugh-both Soviet'go§ernmental channels and the NGOs.
Although, it has beén estimated that since 1953 to 1983 the
ANC receiveﬂh.uss 64 billion financial 'supéoft from the
Suviet Union and other East Furopean countries. {3) From
1962, ANC students wert to the USSR for academic and
politicai training. Two large waves of students went in the
first haif of the 19608 and immediately after the Soweto
uprising of 1976. As at December 1581, 79 000 academic
students from African countries.being trained in the U£PR

{4) .

Assgistance in the medical field included training of dozens
of doctors and nurses, the supply of medicine and egquipment,

the treatment of sick and wounded ANC members, and at a
later stage, the despatch of Soviet doctors to the ANC camps

in Angola.
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Radio Moécow broadcastéd its regular daily programmé beamrad
to South Africa initially in English and later in Zulu and
Afrikaans. The ANC statements: and interview with its
leadership - were world-wide gpread by the Soviet
broadcasting; for example, by Radioc Moscow, TASS, Novosti

Press Agency, etc.

The patent failure of the ANC in exile to achieve cbncrete_
'goals_by thé end of -the 19%60s brought about callé for a
reorganisation and reformation of the liberation mo&ement's
.strategy;{s) Certain da® iculties resuited from the
adjustments the External Miséion,.led by Oliver Tambo, had
to make after the military underground was destroyed by
arrests and repression. The External Mission was founded
while the tramsition to armed struggle had heen made and its
primary task was to mobilise the. inteérnational community

againat apartheid.

Responding to these. developments, the ANC held a national
consultative conference at Mqugora, Tansania in April 1969.
The strﬁctﬁre of the BExternal Mission was reorganised and
the ANC reformulated its revolutionary strategy,
transforming itself into the national liberation movement

preparing to fight a “people‘s war'.
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The impetus for the conference came from Chris Hani
(Unkhonto's former Chief of Staff) who said it was after
Morogo;o that ANc_”fuliy took intd.acqount the faat that oux
reversés'at home had iméosed 6h our external mission, tﬁe
task of repreaeﬁting and leading our movement as a whole,
includihg ite internal mita., We had to carry out the

process of reconstruction From outside’. (8)

In order to operate as a ‘“people's mqvemeﬁt‘ and make
preparatiohs'fdr the-majqr changeé and Querrilla @ﬁrfare,
the_ANC_reguifed additional £unding. It came to rely on the
SACP's {inancial linke with the chieﬁ Union and received
immediate help estimated US§ 320 million for its military
purposes. {7) The Morogoro conference marked the ANC's
transformation into a revolutionary national 1ibgration
movement, reflecting its complete alliénce with the USSR for

another decade,

1985 was a special year both for South Africa and for the
USSR, In South Africé mass protests starting in the Vaal
triangle and épreading acrogs the cduntry reached new’
heights.The reaction of PW Botha government waa.to improve
a sgtate of emergency, which moved the  internationu.
community closer to impbsing a range of sahctiona on. South
Africa.(8)At the same time, in the USSR the election of

Miknhail Gorbachev to the Ceneral Secretary of the Soviet
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Union Communist:Earty"signaiied fhe dawn of a new aﬁa in
both internal and _external policy.For details in the
Gorbachev era, Bee ﬁladimir Tikhomirov in sgaﬁgg in
Transition:Russia _and South ‘Africa,This very périod in
Soviet relations with the ANC and' its allies desérves
special study. In many articles and books by academics,
publishéd both:ih South Africé and in. the West, it is
descrlbed mostly as the period of the USSR'alienation £rom

" the ANC and its 'rapprochement‘ with Pretoria (B}
THE USSR RAPPROACHMENT WITH APARTHEID.SOUTH AFRICA

The first years of the “perestroika' period thus had a
definite pogitive influence cn.the Soviet relationship with

the ANC, Ties were becoming more regalar and VErsatilé, and
assigtance grew in all. fields. A common approach to the
| prospects of a politicai settlement in.Southern Africa Waé

worked out.and sustained, Furthermore, tha'liberaiisation
of the politiwal system in the USSR and of the methods of
work of the ruling party affected the South African
'iiberation-movement. More aritical attitudea to 6utgréwn
dogmas, more comprehenaive'and more realistlc analyses of
the situation characterised ANC (and SACP) activity in that

period.
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: At'the_same'tiMe, the initiativeé by Pretoria to éstaﬁlish
relations with the USSR were:primarilf driven.by its atﬁempt
" to break economic sanctions and its poliﬁical isoiation, and.
‘to use Moscow as. an instrument for pressurising_the ANC an&
the Mass Demccfatic Movement; Moreover, the South African
authbritiea could ne longer convince the léading Western

countries of the “communist threat! to the country. {i0)

National Party leaders tfied.to approach the problgm from
the academic side first where';hey_found a lot of support.
In fact, in Deceﬁbex 1982 Professors Appllon Davideon and
Irina Filatova were the first to visit South Afyican and
pafticipated in the Conference for the Democratic Future of

South Africa.(;l}

A clear indication of the thawing of state-state relations
between Soviet Union and South African governments occurred
in late 1980s. Russian Foreign Minister Edward Shevardnadze
vigited South Africa to hold discussions with FW de Klerk on
the political get:lement and aradication_df apartheid. South
African gbvernment as a palitically dead mechanism could ne
longer influence'the inte:nal and external opposition.

cldsef links with 1former! enemy, the Ussk, could he
considered as an attempt Gto break economic sanctions
together with the possibility to “keep the face' in the

international community.
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'At_thé_very_ﬁime vhen several decades of the anti-apartheid
- struggle bores its first frults, Boviet reiations witﬁ the
ANC and its allies started to cool dowﬂ and  later to.
deteriorate, Thé administrative prohlems_became.qbvious:
gince for many yeare relations with the ANC weré maintained
mainly by the CPSU and by the Soviet Afro-Aglan Solidarity
Committee, the Foreign Ministry officials had a rather
limited kﬁowledgé.of-and experience in dealing with the ANC.
Moreover, their ._spenialisatidn in intergovefnmental
rel.tions did not help them tc understand the cémplexity of

the anti-racist struggle in South Africa.

In addition, there were more serious reasons: the ongoing
general changs ih the. étance of Gorbechev and his
‘collahorators. The talk about ‘deideclcgisatidn' ¢ almost
everything - economy, internaticnal trelations and so on -

and about the supremacy of ‘universal human values’ became
' a camouflage for the processg of “re-ideclogisation' and for
uncritical acceptance_of_Wesbernzvaluea in both internal and

external policies.

One more tendency appeared in this period,  Since the
economic situation in the USSR was rapidly'deterinrating,'
“the interests of the national economy' started to be a kéy

phrase in choosing international partners, More often than
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not phat phrase wasfagéin just a cofer;up for the narrow
interests of a group of-officials and businessmen. With
regard to South Afri&a, this approacn was detrimental ag
IWell. Instead of profound préparation fof co-operation in
the future, when the sanctions would be over, “the interests
of the national economy' were used as a pretext for

violation, or at least relaxation, of sanctions.
DEMOCRATISATION IN SOVIET UNION AND SOUTH AVRICA

The transition period in both South African and Russian
societies is probéb;y the most dramatic in ité developﬁent.
Guillexmo O°Donnell defines transition as a “process of
dimsclution éf an.authoritarian regime by the installation
of some form of democracy' {12). Viadimir Tikhomirov goes
further and explains that transition is not only an attempt
‘to reform , but a'revolutionafy dhange of power in a society
{13) .The many analogies that exist between The South African
and former Soviet situations exemplify that defini&ion and
create , to a certain extent , similar transitional

frameworks , dynamics and problems.

In both countries, reform has eventually chailenged the
authority' of the ruling elite and has brought a rapid
decline in their power. One of the first results of the

transition process in botlh countries was the emergence of
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contradicﬁions between the .state and - the .people, whidh-
resulted in realstance to any attempts at furthex reform by
the ruling elite/classes/strata. In both cases, as scon as
those._ wha. hat_:'l- 3.n:l.t:_:|.s " the 're_forms realised that they.
actﬁally undermined their own authority}_they turned out to

be”the majdr stumbling blocks to the imﬁlem&ntation of these
and any furthex re:forms. The initi_al_ ideas of both Soviet
Union and South African réformers, therefore that is, to |
'iﬁpleﬁ\erlt 'cor_xtrolleﬁ. changes to the social Byé.tems that :
existed at that time, greatly limited their outlock and
flexibility. Their primary . objectives' were tactical- in
character and, in nelther case, deaigned”to challenge the
- fundamental principles of the former policies or state'
| structures. This helps e'x'plain: why as soon as the reform
processes they initiated startéd to challenge their own
ruie, in both s;tuatlons, the reformers turned out to'be
impotent at strategic soclal planning. The first phase of
- reform in the Soviet Union and South Africa witnessed many
political shifts and later alterations to the initial plans,

which often resulted in fierce stxuggles within beoth the

ruling parties and in goolety.

In'both cases, theée incremental reform policies c¢reated
huge problems that could not have been foreseen earlier and
which, eventually, increased the existing arisis both in the

society and'economy._Moreover, reforme in the Soviet Union
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and Bouth Africa were initiated at a time when crisis wae
foreseeable, The years of reform have thus also seen the
most profound criéis in 'thé nodern.'development of both
countries, which furthef weakened the positions of the
refbrmera, ag they were now also blamed for this crisis.
Added to this were the conaequéncés of the transformation of
the global economy that was then taking place, and thch
brought about a decrease in demand for mineral ﬁroducts,

traditionally the main sources of currency revenue for bbth-

the Soviet Union and South Africa,

The collépse of the previocus failed ideologiea as a result

of the implementation of reforms combined with the lack of

strategic plannlng on the part of the ruling elite, have led _

to the creation of the politlcal and ideological “vacuums'
(14) in both countries. The unity of the ruling elite was
brokén, wﬁile reform increasingly aliepmated the national
leadership £rom their coie'powerbases._This vacuum was soon
filled by other political trends, which were smwaller in
influence, but much more extremist in natuxe. The absence of

"a viable middle clase served to gtrengthéen this tendency.

The result was an appearance of a complex, £luid and, in
many respects, uncontrollable political situation, where
leadera of extremist. politlaal parties and organisations,

communists, fascists, racists could aasily ga:n support.
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The - exﬁerience of former diSCfiminatory national/racial
pelicies in the Soviet Union énd South Africa has added an
ethnic/r&cial element to this situation. The 'present
,natioﬁalist:ﬁpheaval in what used to.be the Soviet ﬁnion is
also being blamed completely on the reformefs, while,-in the

'reality, it is rooted in the communiszt policies of the past.
POST—SOVIET_AND POST-APARTHEID STATE-STATE RELATIONS

In light of Nelaon Mandela's recent visit to Rusgia in May
- 1999, the influence of this event on both 'cdﬁntries
relations is worth mentioning, As if it has been congtantly
delayed, the guestion of Madiba'a’viait to Moscow has been
a disturbing factor for South African and Russian pqlicy
makers. Immediately after his. releage from pfison an
invitation “on behalf of the USSR leadsrship' was relayed to
Him through ANC Headguarters, together witii a message of
congratulations froﬁi'Gorbachev.'. Coincidentally tﬁe' ANC
Héadquartéra suggested dated at the beginning of June which
virtually clashed with Gorbachev's viaiﬁ_to the USA. Then
' the Boviet pide planned Mandela's reception in'séptémber,
but all foreign visits by the ANC leader for thac month ware
cancelled. The ANC then wanted the viasit to tgké place in
October but at the last moment it was ‘informed that the time
was not appropriate. The same situation was repeated at the

end of May 19%i. (15} Unfortunately, in every case ANC
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officials were in a hurry to announce the dates O6f the
vigits before receiving confirmation Erom Mogcow, and the
eventual postponements added an emotional dimension to the

. problem.

3 Va#ious reasons were given from Moscow for thg.Gorbachev's
failure. to meet Mandela in each case.(16) In :ofder_ e
justify “the protection of Soviet natiounal interests and
tmarket economy! the_meaningful suppo?t'from the rich Western
countries was wvital. The newly bbrnrnﬁsaian demouratic

state could no longer support it's ideclogical allies.

Initially four times postponed, the visit of Nelson Mandela
to Moscow has been recogniaed as a tribute not only to £he
Soviet goverument, but alse to the Russian people who was
supporting the hﬂc in “its darkest hours*..That help was
proffered_at a time “when there was not a single state in
the West ready'to give ug the type of assistance which we
wanted to overthrow white supremacy in the most effective
way'. (17) Pregident Maﬁdela, who said political ties beﬁween
Pretoria and Moscow were mow very stxong, added that

deepening trade relations had alsc been a key feature of his.

much delayed trip.(18)

-.Taken together, ali these changes marked a wsignificant

transformation in BANC and Soviet Union/Russian Fforeign
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policies. The scate-state relations héd integrated itsélf
fully within ﬁhe ffamework of the global transitiqn towards
democracy, ekperiéncing certain - common political and
éconqmic-shifts, In.doing:so, foreigh pelicy and foreign
policy decision making were transformed from elite ruled and
.minoiity_orientated-st:uétu:es fo the democratic movements,
represented uniguely in each dase. hdded to this were the
consequences of the transformation 6f the -. globél economy
that was then taking .place, and which brought szbout a
decreaée in - demand for = diamonds and .other minerals,
Lradltlonally the main sources of vurrency revenue for both
the Soviet Unicn and South Africa, Thls left the Soviet and
Sout:h African governments with decreasing funds an.d confused
sccio-economic programmes, allowing non-state actors and
firma, such ae De BReers, §1aying their role in foreign

policy making.
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'CHAPTER?2

ECONOMICALLY SUCCESSFUL COOPERATION

‘The fundamental shiftg that had occurred in_béthgthe global
economy and_intérnationai pciitics gince the dawn of the 20™
dentury enhanced the influénce of non-state orgaﬁisaticna;
firms and Trana_National Corpbrations (TNC) ihfluence in
multinational relations. This chapter will investigate the
state—firh-xelationéhip exemplifid by knééo;De Beérs co-
operation by flrast examining the relations between tﬁo world
major diamond producefa; secondly, looking at the Rugsian

chernment‘s diamond policy and its relationship with the
formef Soviet Republic 6f'Sakha ag an independent state; and
finally, investigating thé links between the [Russian

' government, the Republic of Sakha and De Beers..

RUSSTA AND DE BEERS AS A MAJOR DIAMOND PRODUCERS

Tn 1995 Russia produced an estimated 8,500 carats of gem

| diémOnds.(19) Tts annual output represents more than 25% of
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.glcbal.producﬁioﬁ by.véluef In additibn; Ruésia posse&eés.
a magsive stockpile of.gem_diamonds, the value of which is
estimated at between US$8 billionm.(20)  If warketed
.care19551y,'this.stodkﬁile could depress or even shatter the

international diamond market.

‘De Beers too is a major diamond producer. It holds a
tontrolling interest in nearly the entire production of
Botswana, Namibia, South Africa énd Tanzania. It maintains
ﬁafketing agreements to sell the product'~n from mines
spread agress . four CDHtinents, including Auscralia's giant
Argyle diamond mine., Firms owned ox gontrblled by De Beers
are believed to produce more than 50% of the worlids gem
diamonds. Moxeover, as a result of the ¢50's marketing
agreement with producer étateé, De Reers seils more than 80%
Df.thE”World'S uncut gem diamonds. In 1995 the CSO's total
diamond éaies were valued at US$4.25 billion (down 2.7% from
1994).(21). Together, ﬁe Beers high prouucticn, nearly US$5
billion diamond stockpiled, and control of the majofity of
world.'éales give .De_ Beers a hegemonic role in - the
internatidnai.gem diamond market. De Beers can require al
major prcdudefs to cut their produgticn, thereby increasing
the world.diamond supply. De Beers can unilaterally raise

international diamond prices.
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Since the late 195¢s when Soviet diamondé:firét readhed the
international markets, the Soviet'union (h@w Ruﬁsia} has
" been ths ou;y diamond preducer, including.hoﬁh étates and
firms, capable of mowating a credible challénge to De Beers'
leadership of the worid diémpnd'market, Aithough.thé:SQviet
 Union fregquently used its position in.the diamond woxld to
improve the terms of its. partiﬁipation .in the diamond
cartel, the often-predicted challenge +to D& DBeers'
leadership of the cartel never_developed. "In the 19590s,
“however, Rusaia-abpeared-poiéed'to-challenge De Beers for
leadership of the intermational diamond cartel. A multi-

Pillion dollar market hung in the balance.

Although, certain goals were achieved by the Soviet Union

through its participation in the C80:

Firstly, single challenge marketing. This strategy allowed
De Beers to maintain.the-balanae between diamond pfoduction
and. demand by uéing ita c¢ash reserves to purchase and
stockpile any excess stones. In other_worda, the Soviet
sided would beﬁefit'in hard currency from selling diamonds

ro matter what the situation on the market is.

another benefit for Moscow was that the agreements
“required' De Beers to purchase a set percentage of Russia's

production of uncut gem diamonds (between 90 and 95%),
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Thus, 'eVen in yesrs when  Soviet production increased
markedly, or when demand was depressed, Mogscow was atill
‘paid for its produgtion. De Beers was required to stockpile

the additional Soviet gems, or find new markets.

The USSR also  benefited from De Beers moré generals
adve;tising-campaigns.' As a_luiury item, demand for gem

diamcnds must be created. Another advantage came from the |
access to high—gréde industrial diamonds. {22) Mcéccw
'originallj écught diamonds because of their industrial uses,.
but only half of Soviet diamonds were industrial diamonds.
| Moreover, many Soviet industrial diamonds contained a high
percentage of air bubbles,.and hhua.ﬁhay exploded'ﬁnder the
extreme pressure of driiling and weze-unauitablé for other
key industrial tasks. (23) De Beers remedied this.b? swapping

" mome of ite industrial diamonds for Soviet gem diamonds.

The benefits for De Beers were more obvious. single channel
marketing alsc meant greater profits for De Beers. De Eeers
claiﬁs to earn most of itse profits from its efficient mining
operﬁtions and from its prudent investments, (24) Its
marketing of the diamonda from other prbducera it portrays.
as a market support activity. However, many Russians
maintain that De Beers made a considerable profit from every

- soviet Qiamond sold through the ©80. Alse, by preventing a
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'Price.warzwith the USSR, De Beers earned greater profits

from all CSO diamonds. (285)

Soviet-De Beerm co-operation was'mutuélly beneficiai'in a.
variety of ways. .Eor éxamp1e, after 1978 the De_Eeefan
So#iet'agreements included ¢lauses that ﬁrqvided‘foi the
exchange of tachnology, Thia allowed'soviet-scientiéts'to
visit De Beers mines in Lesotho (and possibly in South
Africa itself), while De Beers specialiats Soviet mines. It
appears that both sides profited from this technological Q-
operation.(26} De Beers eventually introduced an  X-xay
technigque for diamond sorting similar to the ane pionee:ed
by the Soviets. Conversely, the Soviets acquired sorting
tables and other technology and equipment from De Beers and

its subsidiaries.

Another adﬁantage was that .both gides averted wvarious .
pqliﬁical difficulties because of the dimcrest behaviour of
thely ﬁartner. Similarly, the secrecy with which Moscow
guarded the terms of the agrsement gave De Beers an

advantage when negbtiating with other producers,

- A flnal benefit was the diplomatic agaistance the two sides
gave one another. In 1975 Angolan independence placed De
Beers'! control of Angola's diamonds in doubt. Angola's new

MarxiaﬁnLéninist government Wwas adamantly oppesed to
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_apartheid'and'supported the sevéring.of a11 relatians with
South Africa;_ Yet, Mosccw'pErsuadéd Angoela to canéel'ita
ties t:oc one of De Bears' competitdré. The Soviet Union also
had some “dnfluence on athér African :diambnd. producing

states, -

Degpite the co—opexation, Soviet-De Beers relations were
also intensely competitive in terms of violating agreements
and taking advantage of increased demand on the diamond

markes,

The situation changed in the 15908 together with political
and econemic restructuring -ih both ‘skates. (29} Béfore
Gorbachev's 1985 ascent to power, the Soviet Union was a
- demanding but stable partner, The subsequent collapge of
the USSR brought numerous Jramatic changes in Russian
diawmontd policy. Soviet deménds for better Lexma for its
Qiamond saies became moxe frequent and more public., Public
debates and buresucratic struggles began to intrude on
diamond policy. S8ince 199d, disputes over Bcvieﬁ and later
Ruésia, diamond policy *ave energed at two levels:

1. between the Russian government and the Republic of

sakha; and _
2. batween the Russisn government, the Republic of Sakha

and De Beers.
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THE RUSSIAN FEDERATION AND THE REPUBLIC OF SAKEHA

The Republic of Sakha is opne of the legitimaté. and
independent sovereign states that inherited after the August
1991 break-up of the Soviet tinion, fakutia in eastern
Siberia, is a vast, harsh land, .Coﬁpramiaing ma:e_than 20%
*of Russia's total land area, it stretches from frozen tundra
north of the Arctic Circle to mounta.ious taiga in the
south. Sakha is infa.ous as the coldest place on earth that
is inhabited by humans all year round and as producer of an
estimated 99% of Russia's diamonds.(28)
Despite its leading role in the production of diamonds;
gold, natural gas, ocoal, tin and fish, Sakha has
historically received few of the profits from its resources,
Instead, the people of Sakha were Jleft with an
underdeveloped infrast:mcture,. poor  access £Q  consumer
goods, a low sténdard of living end wages insufficlent bto
compensate for the inherent difficulties of life in Siberia.
Led'by their President; Mikhall Nikalayev, Sakha's leadets
demanded a greater degree of economic autonomy and a largex |
ahére'af'the brofiﬁa from. ite resources. Towards the end,
'Sakha.prcclaimed ité economic sovereigmty in September 1950.

Later it claimed ownership of its natural resources. Ta
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1nst1tutzonalize thesa rights, Sakha's leadnrs reached an
agreement with the Russian Federation that provmde a cleax

division of economic powers and righta, {29)

In the diamond industry,'aﬁter montha of negotia;ions:invv
July 1892, President Yeltsin pﬁoposed the formatién of a new
" diamond enterprise, railed Almazy Rogsil-Sakha (Diamonde of
Russia and Sakha) responsible for mining, sorting, grading,
dutting and markéting all dizmonds from Sakha. In esBsence,
ic malntains a ‘domestic monopoly on the sale of all Russian
diamonds. It was created as a joint stock £irm; shares were
assigned 32% to the Russian Federatlon? 32% to the
Government' of Sakha, 23% to -workérs groupa, &% to a
retirement fund, and 1% to each of eight local goveraments.

Profits were and still ave, shared accordingly.(30) The
compény‘s executive board is composed of professionals,
while its oversight board is made up of five representatives
of the Russian Pederation governmént, Eive representatives
of the goveinment-of Sakha, twe representatives from the

workers' groups and the president of the firm,

Howaver, Sakha now received a sizable share of the profits'
Erom its diamonds and playa a major role in the conduct of
the Russian diamond industry. Sharea asgigned to Yakutia
' from the Diamonds of Russia and Sakha enterprisa'(az%) could

promote the indepehdent links and manipulation by De Beerau
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together with dértain-difficulties to reach a three-sided
- agreement among The Rusgian Federatzcn, The Republic af

Sakha (Yakutla} and De Beerg.

THE RUSSIAN FEDERATION, THE REDPUBLIC OF SAKHA AND

DE BEERS

Sakha's indepeﬁdent entry into the Russian diamond industcry
promoted more problems than it solved, - The initial
difficulty was for De Beers to deal with two controversial
parties at the samé'time, when relations between them were

Btrained.

_ gakha also promoted a dramatic expansion of the Sakha
diamond cutting indﬁstry. Although the majority of Russian
diamonds are mined in Sakha, the major cutting plants are
elsewhere. Diamond mining produces relativély little
employment. However, diamond cutting and finishing and
other secbndary indugtries, such as jewelry making and tha
manufacturing of diamond tools, provide congiderably_more
employment and additional profits. Thus, 1991, the Sakha
government launched a new firm, Tuymaada Diamond - a joint
atock company - with the express purpose of expanding |
secondary industries in Sakha related to diamqnds.
gﬁymaadars'aueéega has been remarkable,  Tuymaada signed

agreements with firms from Belgium, Japan and South Korea to
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- build 16 new cutting factories and a host of  related
iﬁdustries. De Beers itself'agreed to become a paxtner'ih

“the construction of a major cutting plant with the capacity

Lo éut 100 000 qarats per year. Thege plants are expected
to ultimately employ approximaiely 2 000 cutters, many of
whom have now completed their training, By 1995 Tuymaada
had opened six planta, with more than 900 employees, and had

increased its ocapital from 10 million rubles to 1,83?

‘billion rubles. {31} .

- The Russian goverrment supported the expansion of the Sakha

cutting and processing industry. . Although De Beers’
interests would inevitably suffer, there were no signs of

opposition. £rom the Bouth African partner.

Orie of the effects of sakha's'entry into the diamond world
is the instability in the diamond industry caused by the
tensions between Rugsia and Sakha. B2s if Yelstin has sigrned
the Siberian Declaration of Independence in Octobex ;996,
Sakha as a part of:the Sibevian region has certain control
and licensing of Russia's mineral industries and objects to

gome statutes on mining. As a result, foreign firmes are

often  left wondering as which parlismentary laws and

presidéntiai decrees will actually be implemented.Because

diamond revenues account for 90% of Sakha's budget, Sakha's

prosperity is intrinsically tied to Russa-De  Beers
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relatiens. Thus far, Preaident leolayev and his. followars-

are. content with concesslcns Sakha has recezved from Russla

and be Beers. (32}

According to the interview with Valeriy Rudakev's (the
former Presgident .of- Almazy Roési-Sakhg) Press Attache,

Yeugeni Simonov, Sakha recently bégan developing a small
diamond deposit without the partiqipation of either ARS or
De-_Beeré.{}S) Moreover, .conéerning-_Sakhafs economic
rroblems and its dissatipfaction with the Russian Pederation
governmenﬁ togethef with' ita _attractiveneaa for foreign
partners, Sakha is becoming a confounding factor in present

Ruggo-De Bews.g relations,

The shift from a state-centric international system to one,
which allows for multipolarity as well as the ewergehce of
" non-state éctora, highlighted the role of buginess in.the
conduct of International Relations. This trend towards a
nere prommnent role of firms in the multinational system has
given rise to state-firm relations as exemplified by the
Russian Federation and De Beers. As politiciane became more
aware of gﬁowiné inﬁerdependence of states and firma, which
réaﬁlted in firms becoming more involved with governments .
| ments recognizing theix increased dependence on

and governu

the resour-ce's contrelled hy firms, go international relation
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scholars. became more'involved in'studying_éuch_a;typidal

sate-£firm cooperation existing gince early 1950s.
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. CHAPTER 5
.R_U_;SLS_O-DE BEER_.,S _BELATIQHS AS AN
EXAmLE QF IHE STATE-M
RELATIONSHIP

The = world of International Relations has changéd
dramatically since the dawn »f the 20th Century.. The ﬁoweré
of most states have declined astill furtha:, go that their
authority bver the people and their activities inside theik
territorial boundaries has weakeﬁed; Non-gtate authokities,
meanwhile, have -impinged more and more on thogse people and
their activities. According to Multinational .Relations

scholars, ‘many seemzngly unxelated developments in world

politics and world buslnes: have common roots and are the

result to a great extent of the same structural changes in

the world economy and society. Partly in consequence of

these same structural éhangés, there has hegn.a fundamental

change in the nature of diplomacy. Governments must now

bargaln not only with other governments, but also with firms
rnow . bargain both with

governments and with one " another. (34)
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This chapter ' will first examine the evolution . of

interdependence in the international system and its impaét"“

upon states as well ag emergence of state~-firm relations;
sgcondly, it will apply these theoretical insights to the

explanations_of_thg case of Russo-De Beers relations.

THE RISE OF INTERDEPENDANCE IN THE INTERNATIONAL

SYSTEM

The-ideaé of the wori: & inrerdepeﬁdence”wére introduced
first by the German scholar, Karl Kalser nearly 20 years
égo. (35) He suggested that the process of . 1nterdependence
nécessarily invelve closer interaction among governments and
fitms and driﬁicized.the asymmetry of government power in

transnational politics. His theory showed only a two-way

'relationship and indicated that some states have wore

influence than others do over the conduct of international
organizations and firms. What he omitted was the nature of
the interactions within the tranenational society and how

these affected the options and the power oi states. More

recent developments have shown that these interactions have

dgvelopéd gtroﬁgly both_to add & third dimengion to the

Phenomenon and t;o_auggeat furtht-;_r limits to t;he_power of the

state.
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Susan Strange introduced the “three sets of forces in the

~ old game of Diplomacy'. No longer can national boundaries

define the rules, for the game is now one where negotiation

and action is carried out on a triangular basis, (36) The

traditional players in the embassies and foreign ministries
are still in bus;neas, but they have been jolned by the
executzvas of firms, both local and multinational 1nvolved

1n bilateral and muitinational negotiatlons Pigure 3.1 shows

the threa dimensions of the game in a gimple form.

Government -~ Company

' Govarnment ~-Government Compan"-cw@any

Figure 3.1 Triads of relatmnsh:.p

Souree: Strange, §. Rive) states, Rival firms. Cambridgg

University Press, Cambridge 1592

Changes in international political economy Ccreate new

sources of asymmetry in the velative impo:;ance of the three

sides of the triangle. The growth of global competition can

be geen as moving the world towarda k-1 pOElit:ion WherEIEVEHtE

gerial technocracy

|  enis new
than by traditional notions of state Powst. In this ne
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rechnoorasy firms feature Frominently -_but. are only one
compoTEnt of & wider netwsrk that links them to the
sducatisnal and skhm ::.mrastructure anu the f*-nm"':.al
‘syBtee. Competiticn  is :.m:reas.ingiy among different -
- productizn znd instituticnal systems and 'cmtré.s'cing so'ciall

crgmndsetions,

In the ewplioit hargaining betweern host governnents ang

iper, cometimer one snd sometimes the other
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Cthe process mekes the choice of parirer oriticel. Fer
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BLaten,

_si:‘!*.iy sorporate pArthner WRy be just as damagirng
&E ai.- aii.znre with a"weak gtate, Before the 1¥8U2,
Ctorporations . ooiing _fmz' pompatible hosts shopped for Lax
byeshe snd docile, low-psid Labour. More recent experisuge
has  tiemonstrated  that  neither  could  compensate io;

sdmivaEtyative lugompet e vr fer pfficial intervention,

ner Dy interual price coutrel ur tariffe or othex

B3t )
rrrrieys te efiscient Operatliont.
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masamemE AnG . nduetriel pelsvies my often be as lportant

; et ional | foreign pelicies, that
foy yowerpmenti thak conventioul  ioreign P +
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enhance the s:.gmf:.cam.e of firms as astors influancin"g the
Future course af - trananatzonal relaticng, {37} 'I‘hu.é, .while
state-firm relations camnot raplace state-state relations in
global palztica, they provide aﬁ increasingly wital

suppleme.nt
RUSSO-DE BEERS STATE-FIRM RELATIONS

According te Susan Strange's definition, Rﬁséoﬁne Beers
ralations could-_be described as typical of contemporary
state-firm relations. De Beers is a layge firm that can
provide Russia with technology, investment capital and, most
importantly, market acceas. Conversely, control over
Rusgia's diamonds is eritical to De Beers'sucuess. Because
De Beers controls the international diamand cartel, Russo-De
Beers relations are a special form of state-firm relations.
Simply put, = carﬁel is an association awmong producérs of
a4 gingle product whe éaaperate in crder to ircreave the
profits of their industry by subjecting their compstitive
activities to collective control. {38} Cartels wmay be
lnStit:utJ.onallzed by a formal orgamaa!:mn, such as t:he

Organization of Petroleum Exporting Nations {OPEC), or way

they be informal 1n one sense, the €SO is a formal carte:.

All major dlamond producera wheo maintain formal contract;s

Wlbh the CSO prcrf:ht £rom itE SUCCEBY. Each year thess

contracts bring_ln_mllllona of Rand, and in Russia‘s ease.
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bijlions, «f ERand sin profit for its producefa. The
producers, im turn, suppert the CBD and allow it to set
prices on their behalf. Ip another sense, the CSO i3 not ¢
cartel, but a monopoly owned and operated by De Beers élcmé.
While -ai: meicy producsrs maintain formal and exslusive
JT""EE‘.‘:.E that allow the 50 to sell their stones, the
produrers themze-.l‘:e_s do not own the CS0. Wwhile ownership of
the 0BD remasns a TatLer vf coneiderable speculation, ir
t:'act-:e Te Beers controls it.  Among the major diamon
prs;luz_:e:s. wniv the govermment of  Botewyna owng 4
- sigrifseert peroentage of De Beers' gtock and hold sests of
ity Womrd, Yat, Eotpwane's influence remaing gwall and

letes ants Jittle i any operational centrol of the

' £ d
b
N
-
3
‘...I

CBT. - Morepver, while produsers usually co-operatve willingly
witn the sartel, et times Ds Beers nas  bullied ang
t"*ea netl producers lato cie ling through the gareel. I
CTMELl, frr exawple, when Zaire attempted to marker Jte
:Eisrrﬁm;ns i.n.ciependenciy of the €8O, De beers ¥flooded the
mErber witr fiegcnds that wissely mecched the qualivy of
Zaire’ s. Giunmng produstion. As sotended, D Beerp' avtiont
dramet.veily  reduced the price Taire received for Jus
diamonGz. Saare yeturaed Lo L'h_é partel. (3%} Thug, the OB
car be visesd gunultansously £6 8 cugerssful  produeere’

cortel aue & powerfy) privacely owned moLOpS:Y.
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The poiitical and econtmic power of BDe Reers ig ¢ften
- greater than that of countries in vhich it operates. Even
the Sputh African govermwent has only limited control aver -

cha cartel's sobivit

#ow do carcels henefit producers? Basic economic theory
crairms thkat in an ..:iea..—a.ype fres 'nare:e" there is a direct
nd simple relationship bem‘een u,.pl', and dewmand.  I£
_.‘gnﬁy decresses reiative to demand, prices rise; if supply
wnoresses relative te demand, prices _fall. {20} Micro-
.e suncmy theory also suggests that luxury commedities, such
as gem giavonds, are especially suscsptibie te price
fluctuations. luxury items are by definition the first.
purchases consumers will forego when they experience a
rvedusticn in spending power. Successful cartels, however,
prevent price fiuscuationg by stopping excess production
| Exam rea,n_rg he marxkets. They can in thesry even Eorce
prica ..r;::reaSﬂs by maintaining prcductmn &% levels lower

shan existing demand, thereby art::.fi_cn.auy creating

If zartels are &9 beneﬁ"cial to producers, why have they

"afs been a relatively rare feature of economic life? Cne

ccssiBle expianation 1s that states have sought to limit
*az*e"s.. However, sotate astions alone cannot explain

reduzers bekavior in a variety of international markecs
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that are relat:.vely unencumbered by legal restr:.ctions.-- '
- Moreover, . in some markeL stat:es have encouraged co-
operation, n others, they have participated in the

formation of cartela. (41}
CARTEL PARTICIPATION

In order to explain the relative absence aof cartels,
economists lave turnsd increasingly global to structural
changes theory present:ed by Susan Strange,. (42) The detailed
U examination of the proplem on the microeconomic level has
been presente’ by Debra Spar. She identifies five
strxuctural factors that are important in the formation and

me: .tenance of cartels:

¢ a high concentration of produet'.ion in the hands of

: relat.wely few producera,
¢  high barrigrs to entry for new producers;
4 'ralatively few smaller producers outgide the cartel;

¢ a product for which no ine&:pensive gubatitute exists;

and
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demand decreases ox supply increages, they mus chlectlvely
decrease their productlcn, and thus forego the income they
would have otharwlae earned. Third, the major producers must
'be autonomcus.' In other words, whether the producer ig a
private firm or a stété; it must be able to make credible
agreements and adhere -0 them. Fourth, at least one major
producer must have the capaﬁi;f te punish thoge members of
the cartel that violate its agreements. For example, if a
state breaks an agraehent by covertly selling more than ilts
guota, ﬁhe stabllity may well deﬁend on the ability to
punish thé violator by temporarily flooding the market with
product similar to that being sold by the violating state.

This would decrease the pﬁice of that particular item, and
thereby | deﬁreaaé the profitability of cheating on
agreements. Finally, producers must have the political will

to participate in the cartel. (45)

fpar also points out that centralized authoritarian states
and fzfms are generally better suited for successful cartel
activity.(és) Thay can make crediblé threats and promises
with iittle conaern as to the reaction of internal_groups.or

factiong., Similazly they can maintain secret agreements,

free from public acoess,

In order to examine che changes that affected Russo-De Beexs
o . ; apd ' nel
 state~fiym yrelationship and the ;ntergatzona} diame .
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participants must have considerable flnancial re

cartel we would try to implement Debra 5par g five internal

characterlstlcs of successful cartel partlclpants

First, sUccegSful cartel participants must have a long—térm

stake in theixn maiketé.- Russia's long-term 1nterests are
srill served by maintaining the maximum pricea for world
diamond gales. In praqtice, however,_the 1nd1v;duals and
institutiqns.inVolﬁad'in the creation of diaﬁond policy méy .
not gharé thig priority. In the Soviet era, the gfficials
responsible for diamond policy typically spent their entire
career in the industry. When the policies they implemented
proved successful over the .yeara, the: game officials
remained to reap the benéfits. _ IContemporary Rugsian
politica, hawever, are fraught with instability. Ministers,
their deputxes and top bureaucrats arxe shuffled orx replaced
on a regular basis. Public perceptions of a failed policy
cgn bring Qﬁeig career to an abrupt end., In this climate
those who ignore short-term gains and immediate polit;cal

payoffs may not remain to reap the kudos for a prudent long-

texm policy, Thus, the overwhelming temptation may be to

forsake Russia'e long-texm interests for short-texm, more

visible gains.

Spar's " gacond chararteristic was that guccessful cartel

serves, 80

£
that they can_afford to forego the short -term benefits o
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cheating on theix partners. While the Soviet Union éould
~* once afford to withhold its producers during periods of

slackened demand or excess supply, Rugsia cannot. Tts

immediate £financial concerns are considerable and at the

front of Rumsia's political agenda. In general, the more .

. democratic a state is, the less insulated it is from short-

term economic concerns,

Spar' third and fourth criteria were the major producers
must be able to make credible agreemente and credible

threats. - The successful participant must be able to

 authoritatively sign agreements and its partners must be

confident that it will honor the agreements it gigne. A

necessary condition for such credibility is the ability to

 insulate cartel policy from the influences of internal

groups with competing preferences. (47)
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CONCLUSION

The aim of thls research waa to assess the impact of

lelLlcal changws on the ‘economic developman* process and

. the creation of diamond policy for two major role players in

the industry., the Russian State and South Africa's

muitinational £irm De Beers. In the course of this study it

- has been demonstrated that the state-state relations have

been crucially important, A number of relavant additional
observations been mentioning as well and are listed below.
One could state that Soviet foreign pelicy influenced the

liberation movement in Africa by providing st:ategically'

" important financial, ideologicai and'diplomatic'support.

The 1iberation'struggle could hardly_be successful without

Moscow's assistance,

The factors that.influenced the shift in foreign policy-
making in both countries are numerous and controversial.
Mecat notably these fantors center around the fall of

communism, the rise of the democratlc'Russian governmen:,

the demige of Apartheid system in South Africa and the

election of the ANC government in 1994. As a consequence of.

transformation in hoth gouth Africa and.Ruasia the foreign.

. ; .oa . t
policy priorities have also changed to reflect the interests

Th;s has resulted in a relatiVe
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decline iu the traditional relations between the states énd
the firms. |

Eowever, this is mot to'suégest that.chahges in foreign
golicy affested the Russo-De Beers relations tremendnﬁaly._
In the context of new foreign policy priorities where South
Africa and Russia no longer play as large a role for eééh
other as before, Russo-De Béeré state-firm relatiené are of

insreasing imporiance.

:n'te?ms of :hé-future cf'Russian-South.Af:ican rélatians,
Russia and South Africa can cooperate in several important
areas. Ecst notably the fact that hoth countries are maicer
iorld ?rmducers-cf :rategic_minerals and active diamond
car:él-parti:ipan:s presents many opportunities for the

Euture,

.En the context of tne environment in which formal diplematic
relaetiong are no longer playing &8 important & ;ole,
BCQnGMic'relations between Russia and South Africa present
cpportunities for bringing the two nations closer together.

ﬁnderstandxng the importance of econoritc development within

. . : £ ing the
both Russia and South Africa as a meant =% supzorTing

_ _ | -

transformations that have  occurzed, the  economi
' I " H N R J . ) c

possibilities yesulting through international trade of such



B T e T

- te Moscow in May 1989,

48

.commoditlea as diamanda, platinum and other strategic

minerala should be explored and developed in the future.'

Presently, Nelson Mandela's wvisit to Moscow in Ma} 1929
considered as a “turning point' in seEting up fubure
ecanomic relations. Now that thé_situatign ia improving in -
both countries, such cooperation becomes a welcome

imperacive, particularly from the Russian side.

Finally, the upheavals of the Interﬁational 'Poliﬁical
economy during the last decades have altered the
reiationahips'among'states and firms, As a reaﬁlt, Eirme
have becbme more involved with governnenﬁs and governwents
have come to recognize their increased dependence on the
“egources controlled by £irms. Despite all the ideology
clashes, economical, politigal and ethnical differences and
relative abaence of democracy, . the controversial, but
mitually beneficial cooperation between the Russian State
and South African Cartel héd operated successfully for a
number of decades and had zeplaced the financially and
ideologically motivated Rusaian government -ANC
collaboration,

While the central actor in International Relations remains -

statés, as illustrated by president Nelson Wandela's ViSit

the zxole that Mrltinational
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Corporaticons  play. :Ln the Inne:n&t;onaﬁ. Em'rira;meﬁt is
increasing in importance. ';‘hi.s is effectively illustratad in |
' the complicated  dynamic existing .between_'the .Rugasian
rederation and the Rapublic .oi Bouth Africa where De Besrs
. hes. .iﬁ may - respests pl’_aye:i an inst:_r:umantai role in

developing and supporting Russian-Scuth African relaticoms.
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- APPENDIX |

TABLE 1

Natural Diamonds

by Type énd Ccuntry

{Thousands of garats;

stimated World Production

Country | 1994 Gem | - 1994 ~ § 1994
1 lIndustri | Total
1 cal 1 L

Angols XIS . 65 i

Hustralls o Lhl 21 000 #1834

BCtewana 10 000 5 000 | 42

|Erazil 0z 200 | 000

| onins 200 850

| Zhana 178 525 | 000 1 50
s Namible IOELD B0 1 E 00C

gapth 4 400 5 75D 500 R
1Africs 4 0G0 8 G0 ey o

Russiz 3000 12 000 | 000

| RsTE 700

i . 1

540

1 156

% 18

| 000

? 1.5

E 000
L TOTAT Ba | 033 55 702 107 773 B1 701

Souree

Maamonn inte

~tional, March-April 1996..
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' APPENDIX 2

TABLE 2

RSA Polished Diamond Export Revenue; 1990-1994

IS Dl
1990 556 244 | 1 199,6
1991 _ 391 078 1 071,5
1992 ' 262 949 850,0

1993 203 497 _ 855,2
1394 . 274 296 1 093,0

.Source: - Bouth African_ Liamond Board, 15995



APPENDIX 3

TABLE 3

.Industrial-diambhds : exports and imports

| Exports (million US )

| | Zmporss (million vs $)
1991 . 1992 1993 1994 1995 1996

{191 1992 1993 1994 1995  199s

WORLD DEVELOPED | 345.6 375.3 435.4 454.4 382.3

402.6 |341.0 358.7 783.0 496.9 348.2 272.7
 ECONOMY . 150.0 191.9 150.9 174.9 168.5 170.3 |279.8 261.9 603.8 402.1 248.2 220.7
COUNTRIES ' ' C _ : :

THE REPUBLIC OF 38.5 35.0 3L.0 27.2
SOUTH AFRICA

15.7 16.0} 3.5 4.3 6.5 11.6 2.5

| DEVELOPING 135.5 162.4 264.3 259.3 193.7 182.2 | 58.9 94.9 178.1 91.5 96.4 49.9
COUNTRIKS AND - ' P ' _ '
 TERRITORIES

THE RUSSIAN '20.0  20.0 20.0 20.0 20.0

50.0 0.0 0.0 _ 0.0 0.0 0.0 0.0
FEDERATION : o :




APPENDIX 3

TABLE 4

Aarksoa

Diamonds, rough, uncut  : exports and imports

Exports {millica US §)

| Zmports tmillion Us &)

1993 1995 1895

THE RUSSIAN

1991 - 1992 1994 1991 1992 1993 1994 .19¥5 1996
WORLD DEVELOPED |2012.7 1822.3 1824.7 1896.2 1894.2 1935.3 | 2200.5 1902.1 1851.7 18B7.4 1832.2 1856.9
MARKET | - S
ECONOMY 862.4  773.1 1094.0  8B5.8 848.0 -1294.8 | 2033.0 1725.9 1588.0 1614.5 1539.3  1528.6
COUNTRF * - : . : _ -
1128.3 L028.5 628.3 238.0 48.2 41.0 i65.8 174.2 - 261.8. 272.2. 292.6 azr.g. | -
DEVEI 2ING | . - : - -
COUN™ JES AND
TERRITORIES ’ : . N : E C
ipD.0 icp.o 140.0  144.7  239.5 120.0 60.0 55.1 . 72.1 86.5 40.5 65.0
THE REPUBLIC OF : : : '
SO0UTH AFRICAN i ' . . . . g
20.0 20.0 ° 100.0° g00.0 10D0.0 600.0 0.0 0.0 .0 e.¢ 0.0 ¢.0

Bource: Handbook

of World Mineral Trade Statistics, United Nations, 1997.
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