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A. " Historical Background of Trade Relations between 
South Africa and the Federation 

We are dealing here with a matter affecting the trade relationships 
between what is now the Union of South Africa and the territories now 
constituting the Federation of Rhodesia and Nyasaland. I think it is 
necessary to give you a brief historical review of those relationships. In 
regard to the period before Union in 1910 I will only say that ever since 
economic activity started in what is now the Federation, more than 100 years 
ago, there has existed the closest ties between these areas» 

When the Union of South Africa was formed in 1910, there existed 
preferential customs agreements between the four provinces of the Union and 
the two Rhodesias which embodied the principle of complete freedom of trade 
between these separate territories on the two sides of the Limpopo River» 

This principle of free trade was maintained in the 1910 Customs Agreements 
between South Africa and Northern and Southern Rhodesia, It remained in 
operation as between South Africa and Northern Rhodesia until 1955* when the 
establishment of the Federation of Rhodesia and Nyasaland resulted in the 
termination of Northern Rhodesia1s Customs Agreement with South Africa. 

The principle of free trade was also maintained between South Africa and 
Southern Rhodesia until 1922. Various amendments to the then existing 
Customs Agreement between the two countries from 1922 to 1934 resulted in 
successive diversions from the principle of free trade being introduced by 
them. 

In 1935 the Customs Agreement between South Africa and Southern Rhodesia 
was replaced by a special preferential trade agreement which provided for the 
duty-free exchange between them of certain commodities and the application of 
special preferential rates of duties to certain other commodities of the two 
countries. 

In 1949 this special preferential trade agreement between South Africa 
and Southern Rhodesia was replaced by a Customs Union (Interim) Agreement 
which sought to re-establish the principle of free trade between them and to 
align their external tariffs. This Agreement was submitted to the CONTRACTING 
PARTIES at their third session (June 1949) and approved by the latter, subject 
to certain conditions. 
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With the establishment of the Federation of Rhodesia and Nyasaland in 
-955> Southern Rhodesia (like Northern Rhodesia) found it necessary to 
terminate its separate customs agreement with South Africa, and the customs 
agreenents between the two Rhodesia3 -and South Africa were replaced by a single 
preferential trade agreement regulating the commercial relations between South 
Africa and the new Federal State as a whole. This Agreement was submitted to 
the CONTRACTING PARTIES at their tenth session, when it was examined by a 
Working Party and the Decision of 3 December 1955 was adopted, which has a 
direct bearing on its application. 

The 1955 Agreement provides for the admission, free of duty or at special 
prefer ntial rebates from South African most-favoured-nation rates of duty, 
of a large number of Federal products imported into South Africa, and for the 
admission of all South African goods at special or other preferential rates 
of duty into the Federation. In addition, it is provided that the products 
of the two countries shall be exempted from each other's balance-of-payments 
import restrictions. 

At the fourteenth session of the CONTRACTING PARTIES, South Africa and 
the Federation sought confirmation of their interpretation of the terms of the 
Decision of 3 December 1955* which they regarded as a waiver designed to 
enable them to apply the tariff provisions of the 1955 Agreement in the form 
in which it had been submitted to the CONTRACTING PARTIES. They pointed out 
that the 1955 Agreement embodied specific preferential tariff concessions in 
favour of the products of the two countries, and that it was their understanding 
that the 1955 Decision authorized them to implement these tariff concessions 
without any impediments being thereby imposed on their freedom to raise their 
most-favoured-nation rates of duty where such duties had not been bound under 
GATT. The CONTRACTING PARTIES, without expressing a definitive ruling at the 
time on the legal interpretation of the 1955 Decision which had been raised by 
the two countries, recorded that considerable doubts existed as to the 
correctness of that interpretation, and offered to examine at the Tokyo session, 
if so requested by the two Governments, the special commercial relations 
between the two countries in order to determine the position of the CONTRACTING 
PARTIES in regard to the whole issue, . . 

At the fourteenth GATT session certain members of the Balance-of-Payments 
Working Party also questioned South Africa about its action in exempting goods 
from the Federation from its balance-of-payments import restrictions. 

B« Reasons for the present approach to the CONTRACTING PARTIES 
by South Africa and the Federation \ 

The present Agreement between South Africa and the Federation has a firm 
validity of five years which expires on 30 June i960. Since the fourteenth 
session the Federation has given notice of its desire to terminate the 
Agreement at the end of that period. A preliminary exchange of views between 
the two Governments about their future trade relations has shown that the 
maintenance of the two basic principles which govern the treatment of Federal 
goods in the South African market under the present Agreement (namely, duty-free 
admission for a number of the Federation's export products into South Africa, 
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and exemption for all Federal export products from South Africa's 
balance-of—payments import restrictions) is vital to the conclusion of any 
new agreement between the two countries. As far as the treatment of 
South African goods in the Federation is concerned, the Federal Government 
has also stressed the need for reducing the scope of the special preferential 
tariff treatment accorded to such goods in terms of the existing Agreement, 
and for granting increased tariff protection tc its young industries against 
South African competition. 

The two Governments, bearing in mind the questions about their operations 
under the present Agreement which were raised at the fourteenth session, have 
now asked the CONTRACTING PARTIES to examine the two basic principles of that 
Agreement and to determine their position in regard to the issues involved. 

As has already been stated, the maintenance of these two principles is 
i vital to the future trade relations between the two countries, and will 

determine their ability to negotiate a new agreement which will adequately 
take into account the historical pattern of trade and close economic ties 
which have been built up between them over more than half a century» 

C. Justification for Maintenance of Basic Principles of Present Agreement 

South Africa has a vital interest in the economic strength and 
prosperity of the Federation. The Federation must be assisted in its efforts 
to diversify its economy through the development of its secondary industries. 
As a relatively under-developed country, its present dependence on primary 
production constitutes a threat to its economic welfare and progress. 
South Africa is prepared to assist in the general economic advancement of its 
neighbour - a neighbour with which it has had more than half a century of 
specially close commercial ties. The economic strengthening of the Federation 
will benefit all countries of the western world, and South Africa believes 
that its participation in these benefits justifies certain important sacrifices 
on its part. It is, in general, prepared to accept a less advantageous 
position in the Federal market than it enjoys under the present Agreement, 

m and to grant the Federation special preferential tariff treatment on a wider 
range of products than that for which provision is made in the present 
Agreement. 

We believe that this matter, which has so many important and complex 
aspects, should be viewed against the basic philosophy to which most 
contracting parties subscribe, namely, the urgent need for assistance to less-
developed countries to enable them to diversify their economies and to 
introduce a greater measure of stability in their export earnings. South 
Africa itself is still a developing country, and the assistance which it is 
in a position to render to the less-developed countries is, therefore, 
necessarily of a limited nature. But, both on account of its traditionally 
close economic ties with the Federation and its geographical proximity to the 
latter, it feels that it is in a position to assist the Federation in achieving 
a greater degree of industrial development and more stable economic conditions. 
It also believes that it is better in a position to do so than any other 
country. It seems unlikely that the granting to the Federation of equivalent 
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benefits in any other country would make any worthwhile contribution towards 
the Federation's exports of manufactured goods and, therefore, towards its 
industrial progress. 

We trust, therefore, that members of the Working Party would carefully 
examine the matter in the light of these considerations, and would find it 
possible to support our request that the two countries be permitted to 
commence negotiations on the basis of the two principles embodied in the 
present Agreement. 

/ 


