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VOORWOORD EN BEDANKINGS. 

Hierdie verhandeling is die r esultaat van sewe jaar se studie 

as buitemuurse student aan die Potchefstrooms e Universiteit vir 

Christelike Hoer Onderwys en is slegs bedoel as •n voetstuk vir 

verder e studi e . 

Die verhandeling is in hoofsaak geskoei op die komparatiewe 

kosteteorie van Ric ardo wat deur al die jare heen neg steeds geld 

as die aanneemlikste verklaring vir die int ernasiona le handel . 

Die begrip is dan ook aanvaar sender~ kritiese bespreking van di e 

waarde daarvan. Di e uitbouing en vertolking van die r es van die 

pr9bleem dra die spore van di e auteur se dagtaak en die sos i ale 

omgewing waarin hy horn bevind het gedur ende die studie-termyn. 

Di e aandag van die l eser word gevest i g op di e feit dat die 

onderwerp waaro or hierdie verhandeling gaan geweldig dinamies van 

aard is. Di e onderliggende buitelandse beleidsaspekte van talle 

l ande word gedurig onderling aangepas ten einde aan t o sluit by 

die nuutste ontwikke linge in die tegnologie en die verskillende 

magsgroepe. Di e onderlinge wisse lwerking en inter-afhanklikhoid 

tuss en die tegnologie en die ekonomie wat dwarsdeur hierdie wor k 

ten nouste ineengevleg is, vorm die ingewikkelde ekonomi ese om­

gewing wa t as agtergrond meet dien vir die vorwesenliking van di e 

maksimum welvaart vir elke individu. Hiordie verhandeling dok 

slegs gebeure tot en met die einde van Desember 1959. 

Ek het die eer gehad om die grootste deel van my na-graadso 

opleiding t e ontvang van Dr. F.J. du Plessis wat ook opgetroe he t 

as promoter 'vir hierdi e werk. My belang3telling in die teore­

tieso ekonomie is dan ook in groat mate te danke aan die verge­

sigt e geopen deur Dr. du Plessis in sy rnagist er-koll eges . My in­

nige dank vir u onbaatsugtige hulp. 

Ek wil my dank betuig aan Dr. D.P. Erasmus vir die kritiek en 

opbouende advies wat ek van horn ontvang het by die opstel van 
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CHAPTER I. 

INTRODUCTION 

For the purpose of this thesis the hypothesis is made that 

the existing economic policy and the external trade relations of 

the Union of South Africa have during the past been built on tradi­

tional channels of trade, but that this policy has become obsolete? 

especially since the Second World War. 

Up to the Second Norld War this policy served its purpose in 

a relatively static world. After the war a new era commenced in 

which particular concepts made the ruling foreign policy obsolete. 

This new economic "climate" is the result of the post-war division 

of the world into two large political entities 9 namely the Free 

World on the one hand with the United States of America as its 

leader and the Communist Bloc on the other hand under the leader-

ship of Soviet Russia. Between these two world powers a power 

vacuum existed. Economic development in the post-war period has 

to a large extent been moulded by this disequilibrium in world 

politics and economics. Many of the post-war situations and 

developments were the outcome of contractual obligations in terms 

of which Western Europe had obtained help from the United States 

of America. 

The dynamic character of these post-war events in the 

economic world has as a result of their political backgrounds a 

vitality which can no longer be ignored by smaller economic 

entities. These integration movements are interrelated with 

various other economic phenomena, such as commodity consumption 

patterns, income effects, capital effects and deliberate domestic 

economic policies. These policies and developments may hold a 

serious threat to a particular country if the necessary provision 

is not made in time to forestall diversive developments. Once 

the developments have occurred a regression cann0t easily be 
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affected . This rigidity is mainly the result of the behaviour of 

consumer tastes and pure financial considerations. The imposition 

of a single subsidy, tariff or development policy and the impossi­

bil~ty of doing away with it after achievement of its purpose is 

an adequate example of this fact. Once the countries of the 

European Economic Community have decided on a line of action, such 

as the development of mineral ore mines in the associated territo­

ries, it will be difficult to induce them to change their plans. 

If, however, very close contact had existed a different line of 

action might have been taken. The political implications of a 

known line of action cannot easily be ignored. Since the Second 

World War this development was speeded up and strenghtened by a 

natural process of integration which has made itself felt from the 

time of the industrial revolution in Britain, but which has 

actually been going on since the dawn of economic activity. The 

dynamic character of integration movements coupled with political 

association will place South Africa in a position where isola­

tionism can no longer form a basis for her international economic 

activity. Particular features of her import and export packet 

may add to this new complex situation. 

In South Africa factors of a political origin are of extreme 

importance to the point in question, but fall outside the scope of 

the economist and economic science. In so far as these objectives 

clash with economic objectives and the underlying economic laws, a 

compromise will have to be found. Various alternatives may enable 

the authoriti~ to attain the same long-term objectives by the 

application of a'definite dynamic economic policy to conform to 

the ends aimed at and the means available. 

Only by the application of scientific methods can a foreign 

policy be formulated to create the environment so essential for 

the solution of the internal economic issues. This approach 
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necessitates the continuous studying of the world situation to 

deter mine the line of action to be taken. ~hether the existing 

order should be completely disrupted and a new order established 

will depend on the weight of the evidence which can be discovered 

and on the targets at issue. A dogmatic approach to the issues 

underlying the post- war disequilibrium in South Africa's trade 

will, in the long run 9 result in a retrogression in the trend and 

a loss of labour specialization with a continuous decline in 

economic prosperity. To illustrate this it must be pointed out 

that in the years immediately following the war many countries 

found themselves without international currency reserves while 

their population continuously pressed for higher standards of 

living. Trade by these countries could only take place under a 

bilateral system and under the guiding lines of bilateral agree-

ments. Any insistence. on multilateral trade by a country with a 

high gold production, such as South Africa, clearly precludes 

trade with countries hampered by a lack of international currency 

reserves. Another case falling under this group is trade with 

countries t r ading by means of state-trading enterprises. This is 

especially true of the countries with centrally directed economies, 

such as the members of the Sino- Soviet Bloc and to a certain extent, 

Japan. 1~-hile many countri es of the Yiestern World have been only 

to eager to trade with countries under bilateral agreements, South 

Africa has without exception refrained from entering into these 

goodwill agreements. It will be shown later that this principle 

in particular has been responsible for the preservation of the 

traditional trade contacts . Trade relations with the countries 

of Latin America, J~pan and the Sino- Soviet Bl oc have suffered 

under this approach. Developments in the international economic 

sphere, such as the formation of economic power groups 9 the 
I 

following of aggressive internal economic policies by countries 
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such as the United States of America and the Federal Republic of 

Germany (to mention only two) 7 changes in consumption patterns 

and developments in the field of technology will compel South 

Africa to revise her existing external trade relations in order to 

expand the internal economic welfare which is so dependent on 

international trade. The following of a static principle which 

cannot be adjusted to changing conditions can never form a 

scientific basis for the formlation of economic policy, and calls 

for a reorientation of the existing approach. 

The vast and rich resources available in South Africa can 

only be fully developed and a high equilibrium rate of economic 

growth and prosperity attained if assistance from foreign powers 

or blocs is obtained . This should take the form of a permanent 

solution of the problems relating to factors which are in short 

supply, such as skilled labour 7 technological aids and capital. 

The formulation of a foreign policy to include these 

targets should be based on a process of planning which 7 in turn 9 

should be based on the most up-to-date facts and scientific 

conclusions which can be obtained only by a progressive line of 

economic thought. 

§ 1. Internal and external policies: 

The interrelationship between the external and internal 

sectors of the national economy calls for a r eview of the present 

economic situations within the Union. A review of internal 

conditions is clearly necessary for the formulation of an external 

economic policy which must contribute towards the realization of 

the overall maximum economic target. 

Uncertainty in the internal economic sphere can have far­

reaching eff ects on the economic growth of a country. According 
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to Mr. Marx l) this uncertainty was responsible for a 4% fall in 

productivity between 1951 and 1958. This fall in productivity 

is clearly abnormal in a country such as South Africa with its 

long and high rate of economic development since Union 
2

) in 

1910. A slowing down in the rate of economic growth was to be 

expected, but a reversal of the trend must be regarded with 

suspicion. 

What the reasons for this development are, are not certain. 

It may be stated, however, that many of these problems have their 

origin in the external sphere. Excessive spending by consumers 

on foreign goods is a drain on the domestic economy and the 

multiplier effect of this on the South African economy can have 

far-reaching effects. During and immediately after the Second 

World '.7ar expenditure by South Africans on domestic goods was 

hampered by scarcities and fiscal control measures. In 1948 the 

pent-up consumer demand was released on foreign goods with such an 

intensity that the Government was compelled to resort to import 

control to safeguard the already dwindling international reserves. 

The control measures were for various reasons periodically 

relaxed from 1951 9 but in some cases they were re-introduced. In 

19 60 and the immediate future direct control of imports wil l be 

maintained as the most important measure to protect the balance 

of payments. The question is whe ther direct control of imports 

is still serving its purpose and whether the time has not come 

when import control should be replac ed by a more effective 

1) The Financial Times, Presidential address of Mr. G.S. Marx 
before the Federated Chamber of Industries. Johannesburg, 
December, 1959. P.14. 

2) Franzsen D.G. 9 "Die Volksinkome en sy gr oei 11
9 published in 

n Half-eeu Ekonpmiese Vooruitgang 1909/10 - 1959/60? 
published by Die Suid-Afrikaanse Akademie vi r Wetenskap en 
Kuns 9 Pretoria, 1959. P.21 - 25, 
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long-term measure, such as consumer tax. 

The present uncertain conditions in many of the economic 

spheres, internally as well as externally, do not contribute to 

the economic growth of this country. 

The present situation of South Africa and the value of this 

situation must be parefully determined before a line of action 

can be decided upon, For a country which has traded mainly in 

a preferential area under conditions where tradition has played 

a particular role many factors must be taken into consideration. 

Many of these factors are the direct result of trade contacts 'in 

the preferential market and cannot be changed immediately without 

serious effects on the national economy. 

§ 2, Methodg 

This thesis is based on the merchandise exports and imports 

of South Africa only. It must be pointed out that merchandise 

exports and imports form only part of South Africa's economic 

contact with the outside world. Merchandise was defined by the 

Economic Commission of the United Nati,ons 3) as all physical i terns 

moving in international trade except gold, and to a common point of 

valuation; exports are valued f.o.b., at border and imports are 

valued c.i,f, 

Gold exports will not b.e dealt with, except where necessary 

to illustrate certain phenomena of particular importance to the 

development of the merchandise trade of the Union of South Africa, 

During the period under review, namely from 1938 to 1958, 

numerous events .have occurr~d in the national and international 

3) Joint publication by the United Nations, the International 
Monetary Fund and the International Bank for Reconstruction 
and Development, Direction of International Trade 9 New York, 
1.958, P,5, 
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sphere. These events will be discussed in as far as they have 

had a bearing on the trend of economic development during this 

period, 

Particularly disturbing were the attempts of foreign nations 

to apply certain directive policies, such as the devaluation of 

their currencies, direct control of imports by way of prohibitions, 

rationing of imports, quota allocations and the adoption of price­

support measures with a view to stimulating the production of 

certain industries in order to make the country more self-supporting 

or even to make supplies available for export. 

No attempt was made to use any particular year as a basis for 

the calculation of comparable money values. Where a comparison 

over this twenty-year period was necessary, the trend was expressed 

as a percentage of the total packet. The movement thus obtained 

is fairly representative of the underlying trend. Where a 

comparison of money values was necessary such a comparison was 

made in respect ·of one year only. In a few cases where a 

definite movement had occurred, as for example in the United 

States of America, Japan and the Federation of the Rhodesias and 

Nyassaland, a comprehensive analysis was made. 

During the period under review a remarkable change of very 

disturbing effect occurred in the form of a change in the 

statistical territory of the Union of South Africa. The Customs 

and Excise laws applicable to the political territory of the Union 

of South Africa are also applicable to the High Commissioner 

territories i.e. Basutoland, Swaziland and Bechuanaland, 4) Prior 

to 1955 South West Africa was not included in this territory, but 

from that year the mandated territory of South 1Nest Africa was 

4) Section 17 of the Schedule to the South Africa Act of 1909. 
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also included in the statistical territory of the Union of South 

Africa. 5) (Throughout this thesis the words "South Africa" shall 

mean the Union of South Africa 9 as defined above for statistical 

purposes) . 

No adjustment was made to eliminate the effects of this 

change in statistical territory 9 because it was thought unlikely 

that any difference in the composition of the export and import 

packets would occur 9 South West Africa requiring much the same 

merchandise and exporting mainly diamonds, mineral ores and 

agricultural products. The trade of the territory prior to 1949 

is negligible while the overall pattern during the period 1950-

1954 more or less shows the same trend as the trade of the Union 

of South Africa 9 since the whole geographical area has become 

economically integrated in the economy of the Union of South Africa. 

Before 1955 the two areas were linked by the same monetary system 

and no restrictions existed on the movements of capital and labour. 

Goods conveyed by rail had to comply with customs formalities but 

no check in respect of private road hauling was carried out. Any 

attempt at adjustment would have necessitated the adjustment of all 

statistical classes in the trade packet . Such an adjustment in 

this condition of semi-control may only lead to errors . The 

impact of this volume of trade has been of very little or no value 

at all and may be ignored. 

The division of imports and exports into 14 statistical 

classes by the Department of Customs and Excise has been accepted 

for purposes of comparison. 

analysis was made. 

Where necessary a more detailed 

This thesis will concentrate mainly on the foreign aspects of 

5) Department of Customs and Excise 9 Annual Statement of the 
Trade and Shipping of the Union of South Africa 9 1955. 
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the South African economy. This approach will also have to take 

into consideratfon certain internal policies and developments 

because of the interrelationship between the two economic spheres. 

Actually both belong to the same dynamic pattern and production 

schedules, but with the difference that numerous external factors 

become undertain or highly variable when the geographic boundaries 

are crossed. 

Only a long-term view will be given . Furthermore, it must 

be kept in mind that the formulation of an economic policy must 

include minimum as well as maximum objectives . It is the conten-

tion of this thesis that the formation of international power 

groups has increased the need for such an approach. The aim of 

this thesis will be to ascertain the facts surrounding these 

developments and to determine their likely effect on the South 

11.fri can economy. 

3, Scope: 

In chapters II and II an analysis of the import and export 

packets of South Africa will be made in order to determine the 

long-term trends in composition, direction and possible future 

developments. It will be shown that South Africa's import packet 

consists of many commodity items, while the export packet contains 

relatively fewer items, each item being of far greater weight, 

however, than the items in the import packet. It will be argued 

that thase facts indicate a condition of relative underdeveloped­

ness as far as the South African economy is concerned and dis­

equilibrium as far as the import pattern of some commodities, such 

as motor vehicles is concerned. The implications of various 

policies, such as direct import control instead of a progressive 

consumer tax on these items, will 'be discussed. Attention will 

also be drawn to some implications of the industrial protection 
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policy, while the pattern of national income distribution and its 

effects on particular import commodities will be analysed , 

An important contention of this thesis is that the present up­

ward trend in the case of many commodity items will probably 

continue in the import packet, Some of the import items show an 

explosive character which will most likely contribute towards 

excessive imports, The export packet contains items which will 

most likely show great fluctuations during the period up to the 

end of this century. The fluctuations will probably be dis­

advantageous to South Africa. It will also be argued that the 

greatest comparative advantage for South Africa lies in her abundant 

and rich mineral resources which should be exploited to the maximum. 

It will be argued that the solving of the economic problems of the 

Union of South Africa with her great abundance of natural resources 

and unskilled labour calls for a complete reorientation of our 

existing trade relations and that international post-war develop­

ments in the economic world necessitate the formulation of a 

dynamic foreign economic policy . 

The present position of South Africa and the dependence of 

this country on international trade will be discussed in Chapter 

IV, and it will be shown that the diseQuilibrium between merchandise 

exports and imports is so great that more is spent on foreign goods 

than what is gained by selling to foreigners. DiseQuilibrium will 

result in the slackening of the rate of economic growth which, in 

turn, mi ght cause complete stagnation. This is especially true 

in a country with a relatively small market, such as South Africa. 

In Chapter V attention will be drawn to post-war developments 

in the international economic sphere, particularly the formation 

of power groups and the application of particular commercial 

policies. The main economic power blocs to which attention will 
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be given are the British Commonwealth Bloc of which South Africa 

is a member, the European Economic Community, the European Free 

Trade Association, the Sino-Soviet Bloc, the Latin American Bloc 

and the independent international economic countries . Discussions 

in this connection will include the underlying economic basis for 

these developments, the present world situation and also a broad 

outline of developments which may be expected. 

In Chapters VI, VII and VIII South Africa's trade and 

economic position within the different context situations dis-

cussed in Chapter V will be analysed. It will be shown that the 

traditional trading pattern with the United Kingdom is of 

particular importance, and it will be argued that this is mainly 

the result of the external policy followed by successive South 

African Governments. While the trade-establishing value of 

Imperial preferences will be acknowledged 2 it will be argued that 

these preferences are no longer of any value to ,South Africa. On 

the contrary 9 it will be shown that these preferences, which are 

mostly contractual, hinders the formulation of an independent 

foreign economic policy and contributes towards the distortion of 

the structural framework of the South African economy because they 

act as a brake on the dynamic qualities of the national economy . 

It will also be argued that the time has come for the abolishment 

of these ties and that such abolishment is an absolute pre­

requisite for the formulation of a foreign economic policy so 

essential for the establishment of new economic contacts in a 

world where power groups are gaining in importance. The United 

Kingdom will probably be forced to participate in the present 

integrational developments in Europe. Any linkage with these 

groups will necessitate the abolishment of some or all of the 

imperial preferences which have been freezed under the GATT. 
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The relatively unimportant economic contacts between South 

Africa and members of the Sino-Soviet Bloc on the one hand and 

the Latin American countries on the other must be ascribed to 

the existing foreign economic policy of the South African 

authorities 9 such as the adherence to the principle of absolute 

multilateral trade. Again it will be argued that South Africa 

must follow a more aggressive economic policy which is all the 

more necessary in a world where competition becomes more severe 

every day. 

Attention will also be given to the economic position of the 

Union of South Africa and the rest of Afric~. The overall 

economic situation will be critically examined in order to 

determine whether the economic policy with regard to the rest of 

Africa reflects the economic mood of the continent and whether the 

existing arrangements can contribute to greater trading contacts. 

It will be argued that also in this matter South Africa should 

formulate a more definite African economic policy in which technical 

and financial assistance should play a more prominent part. Funds 

voted for this purpose must be regarded as a long-term investment 

and will immediately safeguard South Africa's interests; such 

funds may also stimulate the interests of other highly industrialized 

countries in South Africa. Such a policy can only have a benefic-

ial effect on the external economic contacts of the Union. 

No attempt will be made to analyse the desirability of an 

economic union between the Union of South Africa and Southern 

Rhodesia because the Federation of the Rhodesias and Nyassaland 

has been the speculative area of political debate for a consider-

able time. Any discussion might bear the insignia of these 

controversial issues. Once the political problem has been solved 9 

economic issues will make themselves felt. The special economic 

position of the two countries also does not fall within the scope 
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of this thesis, This does not mean that a full customs union 

would not be desireable, As a matter of fact, the two economies 

must clearly be seen as complimentary rather than competitive,
6) 

Only when they are combined the small markets can carry individual 

industries to an extent where reasonable e~uilibrium between the 

economic an~ technical optimum can be reached, 

again be paid to this aspect, 

Attention will 

In Chapter IX the impact of irtternational economic organisa­

tions, such as the General Agreement on Tariffs and Trade 9 the 

International Monetary Fund and the International Bank for Re­

construction and Development 9 will be discussed 9 while attention 

will also be given to international developments in the commodity 

and consumer behaviour fields, A discussion of developments in 

this connection is important because the effects of integration 

movements will be intensified or cushioned by developments in this 

context, Commodity and technological developments in the world 

will compel South Africa to conclude long-term contacts with inter-

national power groups in order to safeguard her primary products 

supply position and develop her economy. Although non of South 

Africa's export commodities is directly threatened by the establish­

ment of the European Economic Community 9 contracts and development 

programs with associated or other countries may seriously 

jeopardise her trade relations with countries which are members 

of these power blocs. 

Chapter X will present a synthesis for the future conduct 

of South Africa's external economic relations in the light of the 

facts discovered and the conclusions drawn from the previous 

6) Wilmot J, 1 ''The Interrelationship of economic development in 
the Union and the Federation'', Published as Fact Paper 75, 
August, 1959 9 by the South African Information Service 9 

Pretoria, 
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chapters. 

The extent of the context situation 9 its dynamic ~ualities 

and the complicatedness necessitate the following of a method 

bound to exclude many points of detail. It is felt 9 however 9 

that the analysis will indicate the more important issues 

necessary for the formulation of the conclusion. 



CHAPTER II. 

COJIJIPOSITION OF SOUTH AFRICA'S 
IJIJIPORT PACKET 9 ITS DIRECTION, AND POSSIBLE FUTURE TRENDS. 

§ 1. Introduction: 

For the purpose of this thesis attention will be drawn main-

ly to long-term trends and structural changes. This approach is 

disturbed, however, by numerous events which occurred during the 

' past twenty years 9 especially in the case of merchandise imports. 

The extremely fluid and dynamic character of everyday economic 

life has thus been accentuated by exogenous factors whi ch may 

conceal the real direction of the trend still more. This is 

all the more true in the case of a country such as South Africa 

where so much has happened since the outbreak of the Second 

World War. 

§ 

The events may be divided into two main groups, namelyi 

(a) Deliberate policy interventions 

(b) Spontaneous or exogenous acts. 

2. Deliberate policy interventionsi 

During the Second World War purchasing power increased con­

siderably as a result of full employment and higher incomes. The 

scarcity of consumer goods as a result of the war effort resulted 

in a large accumulation of purchasing power which was released 

immediately after the war. Inflation increased and demand was 

directed mainly at imported goods. During 1948 the balance-of-

payments position became so precarious that the Government was 

forced to impose severe import restrictions which were relaxed 

again in 1951, 1953 and 1956-57. The effects of these measures 

wi ll be discussed later. 

The South African pound was also devalued together with the 

currencies of the other members of the British Commonwealth (with 



1938 

1948 

1949 

1953 

1954 

1955 

1956 

1957 

1958 

I abc 
I d 
II 

III 
IV 

V 
VI 

TABLE I. 

UNION OF SOUTH AFRICA - IMPORTS BY STATISTICAL CLASSES. 

(Given as a percentage of thG total) 

I abc I d II III IV V 

1.1 6.0 .9 . 4 20.6 42.6 

1.2 6.1 .4 .3 24.1 40.9 

1.3 5.9 .4 .3 23.3 39.9 

1.9 6.9 . 4 .2 21.7 38.2 

2.2 6.1 .4 .2 23.5 35.3 

. 8 4 .7 . 4 • 6 19.5 39.6 

.8 4 .3 . 4 .7 17.2 43 , 8 

.9 3.4 . 4 ,3 17.6 45.4 
. -- •----·---- ---·• 

.7 3.6 .4 ,3 14.6 49 .6 

= Animals, Agricultural and Pastoral Products. 
= Foodstuffs. 

Ales, Spirits, Wines and Beverages. 
= Tobacco. 
= Fibres, Yarns, Textiles and Apparel. 

VI 

2.2 

2.4 

3.7 

4.4 

3.9 

3.5 

3.4 

3,4 
- -- -~ -- ··- --

3.6 

= Metals, Metal Manufactures, Machinery and Vehicles . 
Minerals, Earthenware and Glassware. 

VII 

6.8 

8.2 

9.4 

10.2 

10.4 

10.3 

10.4 

10.1 
- · -

9.4 

VII= 
VIII 

IX 
X 

XI= 
XII= 

XIII 

VIII IX X XI XII XIII 

4.1 2.3 4.3 3,9 1.9 2.9 

2.3 1.9 3.6 3.8 2.3 2.5 

3.1 1.9 3.4 3.6 1.4 2.4 

3.2 2.4 2.9 3.7 1.2 2.7 

3.9 2.4 3.3 4 .1 1.3 3.0 

4 .5 3.2 3.8 4 .3 1.7 3.1 

4 .1 2.6 3.3 4 .0 1.8 3.2 

4 .0 2.6 3.0 3.9 1.5 3.5 
··-- - - ---- --- -- ------

4.1 2.2 2.8 3.8 1.5 3.4 

Oils, Waxes, Resins, Paints and Varnishes. 
Drugs, Chemicals and Fertilizers. 
Loather,and Rubber and Manufactures thereof. 
Wood, Cane, Wicker and Manufactures thereof. 
Books, Paper and Stationery. 
Jewellery, Time-pieces and Musical Instruments. 
General. 

100 

100 

100 

100 

·100 

100 

100 

100 

100 

Sourceg Department of Customs and Excise, Annual Statement of the Trade and Shipping of the Union of South Africa,1938-1955. 
Foreign Trade Statistics 1956-1958. 
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the exception of Canada). The effect of the devaluation of the 

South African pound was, however, short-lived as indeed the effect 

of all devaluations are in the absence of a well-directed central 

monetary policy. 1 ) 

The imposition of import control and the numerous relaxations 

followed by successive re-introductions of control resulted in a 

pattern which might not at all represent the true direction of the 

trend. The Secretary of the Department of Commerce and Ihdustry 

has said recently that 90% of South Africais total imports has 

been released from control, but it should be remembered that the 

10% still controlled forms the explosive factor, since if this 

were not the case control of this portion would have been un-

necessary. It is quite clear today that this 10% is comprised 

mainly of luxury items which do not respond readily to a 
I 

deterio'ration in the balance of payments. 

Taken as a whole, it may be concluded that So~th Africa's 

import packet contains items which will for quite some time form 

a very sensitive and disturbing element. 

§ 3. Spontaneous or exogenous actsg 

Any movement which is not the result of deliberate inter­

vention by the authorities to influence an endogenous factor or 

factors may be regarded as being the result of spontaneous or 

exogenous events . The Korean war is such a factor of no mean 

importance. But the greatest spontaneous factors were the 

extraction of uranium and the discovery of the goldfields of the 

Orange Free State with the ensuing developments which took place. 

1) du Plessis F.J., Wisselkoersmanipulasie as instrument vir die 
Ekonomiese politiek van die Owerheid, Published thesis for 
the degree of D. Phil., Vrije Universiteit van Amsterdam, 
1958. P.113. 
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It was impossible to eliminate these factors and no provision 

has been made in this direction, mainly because many of these dis­

turbances will exercise a considerable influence for the next 

decade or two. The development of the gold mines will probably 

take another ten years to complete after which the imports of 

mining machinery will most likely decline. The uranium plants 

are already equipped and will not require much more imports. The 

big investment in railway material will also be completed within 

the next few years. New developments wi ll; however, replace these 

developments with the result that imports of durable capital goods 

will always form an important part of the import packet in a 

rapidly developing country such as South Africa. 

§ Composition of the Import packet: 

For the purpose of this thesis only merchandise imports were 

taken into consideration, as can be seen from Table I. The 

reason for this lies in the great weight of merchandise imports, 

the fact that detailed statistics were available and the important 

bearing which this type of import has on the problem under con-

sideration. The effect of the change in capital flow direction 

which occurred in 1949 and the ensuing number of years on the 

composition of merchandise imports of South Africa was not dealt 

with. This change and its responsibility for the course followed 

by the Union authorities since the Second World War are of very 

great importance, but the direction and composition of the mer­

chandise imports are probably to a l arger extent the result of 

domestic demand and development factors. 

The available statistics do not lend themselves to a detailed 

analysis . This is due to the extremely incomplete form in which 

statistics used to be compiled in South Africa. Many of the 

headings include a large variety of items which vary in importance. 



TABLE II. 

MAIN IMPORT ITEMS IN SOUTH AFRICA 'S IMPORT PACKET 
AND THEIR WEIGHT AS A PERCENTAGE OF THE RELEVANT 

STATISTICAL CLASS FOR THE YEARS 1957-58 (£ '000) 

FOODSTUFFS 

Coffee 9 Raw 000000000000000 

Tea 00000000000 0 0000000000 • 

Total 000000000000000000 

Total for class e oooooo o 

.ALES 2 SPIRITS 2 '.\TI NES AND 
BEVERAGES 

Whisky 

Total for class ., ..... . 

FIBRES 9 YARNS 9 TEXTILES AND . 
APPAREL . 

Nylon " o o o o o o o o o o o o • o o o o o o o 

Grain Bags 9 Jute 9 Hemp or 
Hess i s.n o o o o o o o o o o n o o o o o o o o 

Cal i co o o o o o e o o o a o o o n o o o o o • 

Other Cotton Piece Goods 9 

Woven o o o o o o o o o o o n o " o o o o o o o 

Cotton Yarn ...•.... , •....• 
Carpet and Floor Rugs , , •.• 
Rayon Piece Goods, Woven •• 
Wool and Hair Piece Goods 
(Not worsted) Woven ....•.. 
Wool and Hair Piece Goods 
(Worsted) Woven .. .•• , ...•• 
Rayon Fibre 000000 00000000 0 

Cotton Fibre . ..... ..• . , .. . 

Total 

Total for class 

1958 

Value (£) 

2984 
7177 

10161 

19932 

1461 

1922 

1091 

2414 
1166 

17358 
1451 
1095 

11884 

2507 

1682 
2286 
21.3.3 

45067 

81426i 

% 

15.0 
36 .0 

50.9 

76.0 

1.3 

3.0 
1.4 

21..3 
1.8 
1.3 

14.6 

2.1 
2.8 
2.6 

1957 

Value ( £) 

! 
', 

.3046 
6422 

9468 

18573 

1461 

1888 

1848 

2773 
890 

21540 
1609 
1239 

17224 

2999 

2010 
.3260 
2317 

57709 

96684 

% 

16.4 
34 .5 

50.9 

77.4 

22.2 
1.7 
1..3 

17 ,8 

2. 1 
.3. 4 
2.4 

59.6 



METALS, METAL MANUFACTURES, 
MACHINERY ANTI VEHICLES 

Transformers ••.••.•••••••• 
Generators, Accumulators, 
Transmitters, Distributors 
of Electric current •..••.• 
Machinery, n. e. e. • ••••••• • 
Copper, Bar, Rod, Block 
and Ingot ••••••.•••••••••• 
Plate or Sheet, coated 
with tin o o Cl o o o o o o o o o o o " o o o 

Locomotives 000000000000000 

Rai 1 s o o o o o o C) o o o o o o o o o o o o o 0 

Rolling stock •..••••••.••• 
Telegraph and Telephone 
Material ooooooooooooooooe• 

Tools, Mechanics ••.• •• •••• 
Motor Cars •••••••••••.•.•• 
Motor Car Chassis, in­
cluding Parts and Materials 
for Building and Equipment 
of cars o o o o o o o o o o o o o • o o o • o 

Motor Car Parts and 
Accessories, n.e.e • ••••••• 
Motor Trucks and Vans and 
Chassis, Assembled •..••••• 
Motor Truck Bus and Other 
Vans, Chassis, Unassembled 
Motor Trucks Parts and 
Accessaries, n.e.e •.•••••• 
Aeroplanes, Airships and 
Other . o o o o o o o o o o o o o o o o • o • o 

Tractor (Wheel type) •••••• 
Parts of tractors ••••••••• 

Total ocooooooooe •o ooooo 

Total for class •••.••.• 

MINERALS, EARTHENWARE ANTI 
GLASSWARE 

Diamonds, Rough of MiKed 
African Origin •••••••••.• • 

Total for class •••••••• 

1958 

Value ( £) 

.3204 

11227 
18666 

.388.3 

4695 
10478 

422.3 
14707 

2906 
27.32 

1.3182 

.3.3584 

7179 

.3910 

1124.3 

2911 

7279 
5565 
.3.398 

164972 

275416, 

11.301 

19908 

1.1 

4.1 
6.8 

1.4 

1.7 
.3. 8 
1.5 
5 . .3 

1.1 
LO 
4.8 

12.2 

2.6 

1.4 

1.1 

2.6 
2.0 
1.2 

60.0 

1957 
I 

Value ( £) 

169.3 

862.3 
15122 

42.39 

4642 
4107 
4211 
.3750 

2877 
.3010 
7754 

29162 

7748 

.3857 

1.3480 

2896 

4201 
6508 
.3.376 

1.31256 

259897 

10108 

18517 

.7 

.3. 5 
6.1 

1.7 

1.8 
1.6 
1.7 
1.5 

1.2 
.3 .1 
.3 .1 

11.6 

.3 .1 

1.5 

5.4 

1.2 

1.7 
2.6 
1.4 

52.5 

54.5 



OILS, WAXES, RESIN, PAINTS 
AND VARNISHES 

Fuel Oils, Crude .•........ 
Light Diesel Fuel ....•••.• 
Lubricating ....•........•. 
Illuminating and Burning 
Paraffin o o o o • o o o o o • o ••• o •• 

Power Paraffin ....••....•• 
Motor Spirit (Gasoline, 
Petrol) o•o••o•o•• o •oeoo••• 

Resin and Dry Resinous Gums 
Tal 1 ow o o •• o o o o •• o •• o o o •••• 

Total 

Total for class ..•. •••• 

Chemicals, n.e.e ...... .•.• 
Animal Glands and Tissues 
and their Preparations . . . • 
Drugs and Medicines ...... . 
Rock Phosphate .. . .•...•..• 

Total 

Total for class .......• 

WOOD 9 CANE, WICKER AND 
MANUFACTURES THEREOF 

Pine, Pitch ......•........ 
Pine, Other .•.• ... ... ...•. 
Other Coniferous soft 
woods 
Furniture Woods •...•...••• 
Other Unmanufactured Wood. 
Sleepers, Railway and 
Tramway . o o C' o o o o •• ., • o o • o •• o 

Card board . o o •• o o " o o o • o o • o • 

Newsprint, in Reels ......• 
Printing paper •.•.......•. 
Kraft Paper ••....••. .. ...• 
Paper and Paperware ..•..• . 

Total 

Total for class X & XI 

1. Total for the items 
ab ave o •••• o o ••• o •••• 

2. Total Imports for all 
classes o o o. o o o •• o. o. 

1. as a percentage of 2. 

1958 

Value ( £) 

7075 
5181 
4063 

2071 
3433 

14870 
2353 
2572 

41618 

52286 

5565 

2278 
1678 
1620 

11141 

22755 

2249 
936 

1373 
2320 
1348 

2533 
1313 
3768 
2465 
3207 
1695 

23207 

37054 

308928 

555510 

55.7 

1957 

% Value (£) 

13,5 
9.9 
7.8 

3,9 
6.6 

28.4 
4.5 
4.9 

79. 6 

24.4 

10 . 0 
7.3 
7.1 

49.0 

6.1 
2.5 

3,7 
6,3 
3,7 

6.7 
3,6 

10.2 
6.6 
8.6 
4.6 

62. 6 

5716 
4907 
5339 

1698 
3595 

14228 
2160 
2160 

39803 

55638 

5483 

2165 
1558 
1755 

109 61 

22212 

2722 
1556 

1478 
2284 
1028 

2132 
1653 
3939 
2505 
2898 
1485 

23680 

38254 

284446 

549836 

51.7 

10 .3 
8. 8 

10 .0 

3.1 
6.5 

25.5 
3.9 
3,9 

71.5 

24.7 

9.7 
7.0 
7.9 

49,3 

7.1 
4.0 

3,9 
6.0 
2.7 

5.9 
4.1 

10, 3 
6.5 
7.2 
3,9 

61.9 

Sourceg Department of Customs and Excise, . Foreign Trade Statistics 
1957-58, 
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For the purpose of this study no attempt was made to overcome this 

deficiency. Where possible use was made of the much more detailed 

and precise statistics of the United Kingdom and reference will 

frequently be made to this source. 

§ 4.1 Imports of Animals, Agricultural and Pastoral Products 
and Foodstuffsg 

From Table I it is clear that a marked structural change has 

• indeed occurred in the composition of the merchandise import 

packet of South Africa. The import of animals, agricultural and 

pastoral products in class I abc increased from 1.2% of the import 

packet in 1948 (1.1% in 1938) to 2.2% in 1954, mainly as a result 

of the importation of stud animals after the Second World War. 

From 1955 imports under this heading constantly decreased to the 

low level of .7% where it will probably remain. From the same 

Table it can be seen that the import of foodstuffs showed a 

similar trend 9 except that it declined constantly from 6.1% in 

1948 (6.0% in 1938) to 3.6% in 1958. This trend will probably 

continue during the next decade or two, and is mainly the result 

of the efforts of the South African government to stimulate 

agricultural production and self-sufficiency. Later on it may 

rise slowly to correspond with a higher purchasing power. In 

1958 raw coffee and tea constituted 15% and 36% respectively 9 or 

51% of all foodstuffs imported (see Table II). These products 

of tropical origin will never be grown in South Africa and will 

always occupy a place in South Africa's import packet . Since 

the post-war years imports of ales, spirits 9 wines and beverages 

has remained constant .at .4% of the import packet . From Table II 

it is clear that whisky was the most prominent item in this class 

and constituted no less than 76.0% of the total imports in this 

class. The same is true of tobacco and tobacco manufactures. 

It is clear that South Africa is able to feed itself. According 
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to Go van de Wall this will probably always be the case, especially 

since South -Africa has but recently started applying better 

agricultural methods and conservation farming. 2) 

§ 4 o 2 Imports, of Fibres, Yarns, Textiles and Apparelg 

Imports of Fibres, Yarns, Textiles and Apparel decreased from 

24 .1% of the import packet in 1948 (20.6% in 1938) to 1406% in 

1958, although the years immediately following the war were char-

acterised by a higher percentage until i954o This was mainly the 

result of tension in the international sphere and the building up 

of inventories after the relaxation of import control in 1951 and 

the lifting of control over dollar-imports in 19530 The two items 

with the greatest weight in this class were cotton piece goods 

(21.3%) and rayon piece goods (1406%). Domestic production of 

these two items is already far developed and the year to year 

decrease will continue (see Table II). Imports in this class 

were made up of numerous items, most of which are also manufactured 

locally. If the present trend in the direction of self-support is 

maintained, it may be expected that the country's requirements will 

decrease still furthero In fact, no reason exists why imports in 

this statistical class should not decline to a level comparable 

with imports in statistical classes I abc, I d 9 II and IIIo 

4.3 Imports of Metals, Metal Manufactures, Machinery and 
Vehiclesg 

Imports in this statistical class increased from 40o9% of the 

import packet in 1948 (42.6% in 1938) to 49.6% in 1958 0 The 

effects of import control can clearly be seen. The composition 

of this class is of the utmost importance because of its weight 

in relation to the other statistical classes (see Graph I). 

2) Van de Wall G., A Survey of the Food and Feed Resources of the 
Union of South Africa, Part II. Unpublished M.Sc. thesis, 
University of Pretoria, 19490 P.228. 
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It is also clear from Table I that this statistical class contains 

the explosive factor(s) which have given rise to all the post-war 

balance of payments problems. As a result of its weight and 

composition a more detailed examination is warranted. 

Imports in this statistical class were numerous and of a 

great variety. From Table II it can be seen that 60% of all 

imports in this statistical class comprised only 19 items . Of 

importance is the fact that motor cars and parts totalled 19.6% 

of the 60%. This item is the most explosive factor in South 

Africa's import packet. From Table II b. it can be seen that 

imports of motor vehicles 9 trucks and parts advanced from a value 

index figure of a 100.0 in 1946 to 329.3 in 1948 9 as compared with 

297.0 in respect of total imports in the class and 164.3 in respect 

of total merchandise imports. In 1949 9 under the full impact of 

import control 9 it fell to 142.8 9 as against 228.6 in respect of 

total imports in the class and 133.2 in respect of total merchandise 

imports. In 1951 imports of this particular item moved to 242.0 9 

as compared with 323.1 in respect of total imports in the class and 

212.2 in respect of total merchandise impo~ts. The relatively 

higher imports in this class as a whole was due mainly to the 

development of the gold mines in the Orange Free State. This 

position was maintained until the end of 1954 when a further 

relaxation was allowed. Imports of this item moved from 269.0 

in 1954 to 411 . 9 in 1955, as against 390.3 in respect of total 

imports in the class and 223.6 in respect of total merchandise 

imports. 



Year 

1 

1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
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TABLE II b, 

Value index of Post-war Imports of Motor Vehicles 9 

Trucks and Parts. 1) 

Imports under col, 3 I . I Total imports 
as a% of total Imports of Imports in of 

imports under col. 5 
the item the class merchandise 

2 I 3 4 5 
I I 

I 5.5 100.0 100.0 I 100,0 

I I I ·8.4 212.4 214.0 139.6 
11.1 329.3 297.0 I 164.3 
8.2 219.6 273.9 146.3 
5.9 142.8 228.6 133.2 
6.3 242.0 323.1 212.2 
7.4 246.8 339,3 184.2 
7.7 251.7 347.2 181.1 
7.7 269.0 333.6 192.0 

10.2 411.9 390.3 223.6 
9.9 411.8 420.4 230,0 

12.6 583.9 484.4 255.5 
13.5 632.0 533.0 258.2 

1) Includesi Motor cars (assemb led and unassembled) 9 component 
parts and accessories, spares 9 motor Char-A-Banks and omnibuses 9 

motor trucks and vans (including parts and accessories) 9 motor 
cycles 9 motor scooters and auto cycles, 

Source g Department of Customs and Excise?Foreign Trade Statistics 9 

1956-58 9 previously Trade and Shipping 1946-1955. 

This movement was sustained and reached a fi gure of 632.0 in 1958 9 

as against 533,0 in respect of total imports in the class and 

258.2 in respect of total merchandise imports . From 1951 to 1958 

an intensive expansion program was carried out in different public 

utility concerns 9 such as the Railways 9 Sasol 9 the Electricity 

Supply Commission and the Department of Posts and Telegraphs. 

From Graph II it can be seen that the ·curve reflecting imports of 

motor vehicles, trucks and parts is very much steeper than the 

other two curve,s. 

Money values were used for the compilation of the information 

I 
I 
I 

I 
I 
I 
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in Table II b. The fact mus _t be borne in mind that the imports 

of cars from the dollar area have decreased since 1955 9 while 

imports of other items from the dollar areas have increased after 

the relaxation of discriminative measures against dollar-areas in 
3) 

1953-54. The money value of expenditure on motor vehicles 9 

trucks and parts increased from £11 9 895 9 000 in 1946 to £75 9 182 9 000 

in 1958 notwithstanding the maintenance of import control 

restrictions. 4) (No provision was made for changes in the 

purchasing power of money). 

The price effects on imports in the class as a whole were 

certainly greater than the price effects on imports of this item9 

owing to the switch-over from the relatively more expensive area 

to the relatively less expensive area . However 9 it must be kept 

in mind that up to now the demand for cars has not yet reached a 

point of satiation 9 while imports of most other items in the class 

were allowed under all circumstances. In 1957 the authorities 

were certain that the demand had reached its peak 9 but in 1958 

imports increased by another £6 million. In fact 9 the whole in-

crease in respect of total merchandise imports in 1958 occurred in 

respect of motor vehicles. Imports of trucks and commercial 

vehicles were never restricted 9 so tnat we may conclude that the 

upward trend 9 as shown by Graph II occurred mainly in respect of 

passenger vehicles . With the exception of the United States of 

America South Africa has the highest ratio of cars to European 
5) 

population in the world. The difference is 9 however 9 that the 

United States of America is a large manuf~cturer of motor cars and 

3) Government Notice No. 5190 of 27th November 9 1953. 

4) Government Notice No. 642 of 2nd May 9 1958 reimposed the re­
strictions on the importation of built-up luxury motor vehicles 9 
but the f.o.b. price of the vehicles on which these restrictions 
were imposed were•increased from £600 to £800 each. 

5) Tegniek 9 February 9 1958. P.6. 
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that it is therefore not dependent on imports. The consumer 

pattern of this item also differs completely from the position 

in the United States where a car costs 33% of the annual income 

of the citizen. The fact must be realised that special circum-

stances in South Africa probably created a unique consumption 

pattern in respect of cars, The circumstances are mainly the 

presence of the gold mines with their stimulating effect on 

purchasing power and the topographic character of South Africa. 

The motor car is nowadays nothing more than an essential part of 

the South African economy but the importation of luxury cars 

cannot be justified. The behaviour of this item in the import 

packet when control is relaxed gives weight to the argument that 

luxury cars actually form the explosive factor. It is suggested 

that consumer tax may be more effective in the control of this 

item than import control. 

The importance of this item and its .explosive character is 
6) 

well known to the South African authorities . A ten-year plan 

has already been drawn up by the South African Board of Trade 

and Industries and will save the country £30 million annually. 

The aim of this plan is to manufacture, in collaboration with 

certain overseas firms 9 component parts which are to be used in 

assembling cars in the Union. The ultimate aim is to manufacture 

80-90% of all parts locally. Tariff protection will be given to 

the local industry. While certain parts can easily be made in 

South Africa 9 without complicated machinery and highly skilled 

labour 9 many parts will require a highly developed technology . 

Reports daily appear in the Press that certain overseas manufact­

urers intend investing in concerns with this end in view. 

6) The Financial Times 9 30th October 9 1959. P.5. See also 
Re ort of the Commission of Enquir into Polio to 
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Whether the limited South African market justifies this is another 

aspect of the problem. Great difficulties are to be foreseen if 

parts have to be manufactured for all the models sold in South 

Africa. Discrimination of any kind will only worsen the already 

tensioned international contacts of South Africa. Wi th the 

limited internal and external market no possibility will exist to 

practice economies of scale 9 a practice which is of vital importance 

to the success of the scheme. 

The completion of the development programs of the gold mines 9 

the South African Railways 9 the Electricity Supply Commission and 

other public authorities will result in a marked decline in imports 

of spesific items in this statistical class. Total imports in 

this class will most likely follow the development pattern of the 

country as a whole. It cannot be expected that South Africa 9 a 

relatively underdeveloped country with a small domestic market 9 

will be able to supply the highly specialised imports in this class 

so essential to development of the country in the near future. 

With developments such as television and air-transport and an 

increase in purchasing power 9 imports in this class are more like-

ly to increase than decrease. Any attempt to stimulate production 

diversification artificially may only r esult in the diversion of 

potential exports to the local market 9 thus effec ting a loss in 

comparative and specialization advantages. 

The conclusion as far as this statistical class is concerned 

is that it will continue to carry the same weigh t for quite some 

time. It may be regarded as a long-term phenomenon. The most 

that can be done is to direct certain items such as the import-

ation of motor cars by means of consumer taxation. Direct 

control of imports should be abolished to conform to the require­

ments of a free economy. It is felt that import control has 
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served its purpose. Attention is also drawn to Article XII of 

the General Agreement on Tariffs and Trade under which South 

Africa is allowed to maintain import restrictions for balance-of-

payments reasons. The continued improvement in the balance-of-

payments position and the substantial international reserves of 

South Africa will in future only give rise to friction in this 

international body 9 should South Africa insist on import control 

under this article. 

§ 4 .4 Imports of Minerals 9 Earthenware and Glassware~ 

The importance of the statistical class Minerals 9 Earthenware 

and Glassware may be ignored 9 because 56.7% of the imports in this 

class consists of rough diamonds of African origin imported by the 

Central Selling Organisation 9 as can be seen from Table II. The 

re-exportation of these diamonds forms a contra item which should 

have been eliminated from the statistics. Other imports in this 

class are mostly essential raw materials for South African 

industries. 

§ 4.5 Imports of Oils, Waxes, Resins 9 Paints and Varnishes: 

Imports in this statistical class moved from 8.2% of the 

import packet in 1948 (6.8% in 1938) to 10.4% in 1954 and 1956. 

In Table I a declining tendency can be detected 9 however 9 which 

is probably the result of the activities of the South African 

Oil and Coal project at Sasolburg. Developments in this direction 

and future prospects will change the picture completely within the 

next few years. With the large coal reserves no reason exists 

why this should not happen. 

Imports in this statistical class consist mostly of items 

complimentary to the main item in statistical class V 9 namely 

motor vehicles. From Table II it can be seen that 79.6% of the 

total imports in this class was comprised of 8 items 9 all 
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relating to tractive power. 

It may be concluded, therefore, that imports in this class 

will decrease in the future. 

§ 4.6 Imports of Drugs 2 Chemicals and Fertilizersg 

Imports in this statistical class moved from 2.3% of the 

import packet in 1948 (4.1% in 1938) to 3.2% in 1953, but wi th the 

relaxation of import control and the lifting of control over dollar 

imports in 1953, imports increased to 4.1% of the total import 

packet in 1958. As a result of developments in this direction 

South Africa will require less and l ess of the items in this class. 

In this connection attention must be drawn to Sasol, Foskor and 

Iscor with their numerous by-products. There is practically no 

limit to the possibilities in this direction in South Africa. 

§ Imports of Leather, and Rubber and Manufactures thereofg 

South Africa is mainly self-supporting as far as leather and 

manufactures thereof are concerned. Rubber must be imported, 

however, and supplies imported are in the form of raw rubber. It 

may be expected that imports in this statistical class will be 

maintained at approximately 2.3% of the total import packet. This 

has been the position since 1938. Movements which occurred since 

that year are mainly the result of import control measures and do 

not indicate any long-term trend or structural change , 

Imports of Wood 2 Cane 2 Wicker and Manufactures thereofg 

Imports in this statistical class are of a great variety and 

decreased from 3.6% of the total import packet in 1948 (4.3% in 

1938) to 2.8% in 1958. This indicates a clear-cut trend which 

will probably be maintained. Many of the items in this class 

are being replaced by new technological developments, such as 

iron and concrete sleepers as a substitute for wooden railway 
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sleeperso One of the industries threatened by international 

integration movements is the pulp and paper industry 9 especially 

those plants which manufacture hard-board, Should the export 

market be lost 9 attention will probably be diverted to other 

branches. Afforestation programs under the Bantu-development 

act increased the possibilities of overproduction of these and 

related products for which a market will only be found under very 

severe competition, 

It may be concluded that imports in this statistical class 

will continue to follow the trend indicated in Table II, 

§ 4.9 Imports of Books 1 Paper and Stationeryg 

No change in the position of this statistical class occurred 

between the years 1938 and 1958 and no change is likely to occur. 

Imports in this class consist for the most part of educational 

material which will nullify any decreasing trend as far as paper 

for wrap~ing and other purposes are concerned. 

§ 4,10 Imports of Jewellery 2 Time-pieces and Musical Instrumentsg 

No change occurred in the composition of this statistical 

class between the years 1938 and 1958, Imports formed L 51~ of 

the total import packet in 1958 and are 9 therefore 9 negligible 

and of very little importance, 

§ 4, 11 Conclusiom 

The following conclusions may be drawn in regard to the 

composition of South J;_frica' s import packetg 

(1) The import~nce of imports in 3 statistical classes 

aro overwhelming. These classes are Fibres 9 Yarns 9 

Textiles and Apparel (14,6%); Metals 9 Metal 

Manufactures 9 Machinery and Vehicles (49.6%); and 

Oils 9 'Naxes 9 Resins 9 Paints and Varnishes (9,4%) . 



28 

Imports in respect of these 3 statistical classes 

totalled 73.6% of the total import packet. The 

position of imports under these 3 classes can clearly 

be seen from Graph I. ~n all 3 classes a clearcut 

trend is definitely noticeable although sharp 

fluctuations occurred in the two most important 

classes, namely metals, metal manufactures, 

machinery and vehicles, and fibres, yarns, textiles 

and apparel. The importance of statistical class 

Vin particular can clearly be seen from this graph, 

( 2) Imports in the other 11 sta tis ti cal classes totalled 

only 26.4% of the total import packet. 

(3) The figures in Table I show a declining trend in 4 

out of the 14 statistical classes; 6 statistical 

classes show no trend at all, while the remaining 4 

show an increasing trend. 

(4) Many of these statistical classes and the items of 

which they are comprised show a definite declining 

trend, except statistical classes V and VII. 

(5) Statistical class VII will most probably also follow 

a declining trend as a result of internal develop-

ments. Such a trend is already noticeaule for the 

years 1957 and 1958. 

(6) Statistical class V contains the explosive factor in 

the import packet. Various measures have been 

advanced to cope with the factor(s) responsible for 

this phenomenon. The contributing factor(s) has 

(have) been of an endogenous as well as exogenous 

character. 
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(7) The endogenous factors are the habit of South Africans 

to regard motor cars as a necessity and the very rapid 

rate of economic development. These factors are of a 

long-term nature and will resist any deliberate inter-

vention. 

(8) The exogenous factors are the Korean war 9 the discovery 

of gold in the Orange Free State 9 and public investment 

programs. These factors are of a short-term nature 

and will decrease within the next decade or two. 

(9) The main problem for the authorities lies in the 

endogenous factors contained in statistical class V. 

Any intervention must be made with the utmost care 

and according to a well formulated long-term policy 

5 

based on scientific considerations only. In order 

to release the economy from continuous interference 

import control should be abolished and replaced by 

consumer taxation based on a steeply progressive 

scale so as to tax the consumer group most likely to , 
cause the burden on South Africa's international 

reserves. 

Direction of South Africa's import packetg 

The origin of South Africa's merchandise imports can be 

readily seen from Table III. International post-war develop-

ments in the international economic world necessitate the study 

of trade directions. 
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TABLE III • 

• 
Value of Imports into South Africa from 

the different International Economic Blocs, 

(Percentages) 1 

1958 1957 1956 I 1955 1954 1953 1949 1948 1938 

Commonwealth 
Blo c 0000 00 0 45,0 44.8 45.0 44°3 45,5 47,7 53.3 43.2 52.3 

EEC and 
associated 
territories 20.7 18.0 16.6 15.8 15.5 15,6 6.3 6.9 12,8 

Sino-Soviet 
Bloc 0000~ 000 .7 .5 .6 .4 .5 .5 ,3 .6 2.3 

Independent 
Countries .. 22.5 26.0 26.0 26 .4 27.6 26.1 29.9 37,7 24,4 

E.F.T.A, 
(excluding 
Britain) 0 0 0 5.4 5,1 5,0 5.0 4.8 4.4 3,2 4.8 3.4 

Latin 
American 
Countries . ' .9 .9 1.0 .5 1.2 1.3 1.1 2.0 1.1 

African 
Countries • 0 6.3 6.5 7.8 6.7 8.5 7.7 5.6 4,5 1.1 
Value of 
Total Imports 555 549 494 481 413 390 284 331 86 

-~) The percentages in respect of different groups will not add up 
to 100%9 because some countries are included in more than one 
group. 

Sourceg Tiepartment of Customs and Excise, Annual Statement of the 
Trade and Shipping of the Union of South Africa9 1938-1955. 
Foreign Trade Statistics 1956-1958. 

It will be argued later on that tradition forms a vital 

element in the direction of a country's international contacts, 

but that the direction can be changed by certain measures and 

deliberate policies, The behaviour of the consumer in the 

differ ent international markets presents a formidable barrier to 
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the supplier which req_uires constant study· and a dynamic approach, 

For reasons which will be given later the world can be 

divide~ into the following blocs or economic spheresg 

§ 

(1) The British Commonwealth of Nations bound together by 

ImpGrial preferenceo 

(2) The European Economic Community and associated 

territories, 

(3) The Sino-Soviet Bloc. 

(4) The Independent International Countries. 

(5) Tho European Free Trade Association (excluding Britain). 

(6) The Latin American Countries, 

(7) The African Countries. 

5,1 The British Commonwealth of Nations; 

In 1948 43.2% (52.3% in 1938) of South Africa's merchandise 

imports came from the British Commonwealth countries. In 1958 

these imports increased to 45.0%. This has in fact been the 
I 

position since the end of the Second World War 9 with the exception 

of 1949 ° Reasons advanced as an explanation for this trend varied 

from the inability of the United Kingdom to supply the req_uired 

items to the inadeq_uateness of imperial preferences. It is clear 9 

however, that no drastic variation occurred. For this purpose 

the year 1938 is an abnormal year 9 because the prospects of war 

had by then already influenced the direction of international 

trade o 

It may be concluded that no change occurred in the volume 

imported from the Commonwealth group. 
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§ 5.2 The European Economic Community and Associated 
Territories~ 

Imports from the countries constituting the European Economic 

Community increased from 6.9% of the import packet in 1948 (12.8% 

in 1938) to 20.7% in 1958. Again it may be concluded that war 

preparations made 1938 an abnormal year for comparative purposes. 

As contrasted with imports from the Commonwealth Bloc 9 imports 

from the member countries of the European Economic Community in­

creas ed from 15.6% of total imports in 1953 to 20.7% in 1958. A 

definite clear-cut trend manifests itself in trade with this Bloc. 

§ 5,3 The Sino-Soviet Blocg 

Imports from the countries forming the Sino-Soviet Bloc 

fluctuated between .6% of total imports in 1948 (2.3% in 1938) 

and .7% in 1958. The r eason for this trend is that reasonable 

economic contacts existed between South Africa and some of the 

members of this Bloc before the Second World War 9 notably wi th 

Poland 9 Hungary and Russia. 

§ 5.4 Independent International Countriesg 

The most important country in this group as f ar as South 

Africa's imports of merchandise are concorned 9 is the United 

Stat9s of America. Imports from the other members were negli-

gible. 

This fact explains the fluctuating character of the move-

ments in the imports from these countries . Imports from this 

group of countries declined from 37.7% of the import packet in 

1948 (24.4% in 1938) to 22.5% in 1958. The inability of Europe 

to ,supply the Union's reQuirements immediately after the Second 

World War is clear from Table III and imports dropped from 37.7% 

of the total import packet in 1948 to 29.9% in 1949 and to 22.5% 

in 1958. Imports from these countries have been fairly stable 
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since 1953 and will probably continue to be so in the future. 

§ · 5.5 Euro ean Free Trade Association Bloc excludin 
Britain 

Imports from the countries constituting this Bloc increased 

from 4.8% of the total import packet in 1948 (3.4% in 1938) to 

5-4% in 1958. The slight increase has been well maintained and 

.is spread evenly over the whole period. Whe ther it has reached 

a point of e~uilibrium isj howeverj not clear. 

§ 5.6 La tin American Countries: 

From Table III it can be seen that imports from these 

countries declined from 2.0% of total imports in 1948 (1.1% in 

1938) to .9% in 1958. Imports had decreas ed continuously from 

2% in 1948 to its present level. This trend will most likely 

continue in future and it will be argued later on that particular 

conditions in these countries, and South Africa's policy towards 

these conditionsj are mainly responsibl e for this rela tively 

stagnant condition. 

§ 5.7 African Countries~ 

Imports from countri es on the continent of Africa increas ed 

from 4-5% of total imports in 1948 (1.1% in 1938) to 6.3% in 1958. 

The Federation of the Rhodesias and Nyassaland played an over­

whelming part and the trend observed coincides comple t ely with the 

import position from this country . 

§ 5.8 Conclusion: 

It is cl ear from Tabl e III that the traditiona l position has 

been conserved as far as the origin of South Africa's merchandise 

import packet is concerned. Apart from imports from African 

countries and the European Economic Community Bloc no significant 

movement has occurred. 
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Imports came mainly from the industrially advanced countries 

and coincide with statistical class Vin Table I. Imports of 

oils 9 waxes 9 resins and paints under statistical heading VII came 

for the most part from the Independent Economic Countries. 

There is no reason why this pattern should change 9 granted 

that certain devGlopments might occur as a result of a deliberate 

domestic or international policy. It will be argued later on 

that a country such as South Africa has a definite international 

set-up and that import channels are only part of tho complete 

contact position 9 the other important component being the 

direction of the export packet. In other words 9 the direction 

of exports and origin of imports depend on the position and com­

position of the balance of payments and the fact that a position 

of e~uilibrium is envisaged. In a world of increasing state 

intervention and government measures there is no reason why 

development should not be diverted into definite channels of 

a two-way nature. 

Commercial contacts 9 tradition and cultural historical ties 

may be of the greatest importance as far as imports are concerned. 

These factors may conceal the real economic factor where measures 

such as currency control or a permit scheme are adhered to . In 

a completely free economy 9 price considerations will form the 

"invisible" hand ensuring the cheapest origin and the derivation 

of maximum advantage from international cost differences which 

arise from factor allocation and labour specialization. 



C~-iAPTER III, 

COMPOSITION OF SOUTH AJ?RICA'S EXPORT 
PACKET 2 ITS DIRECTION AND POSSIBLE FUTURE TRENDSo 

As in the case of imports, attention will again be directed 

to long-term trends and structural changes . In contrast with 

imports it will be found that much less has happened to interfere 

with the long-term trend and direction of exports. Changes in the 

trend of composition and direction were mainly the result of 

national and international developments. The need to disting-

uish between exogenous and endogenous impulses does not exist, 

except perhaps in the case of uranium exports. As far as the 

expo1t packet is concerned attention will again be focused on 

merchandise exports only, although reference will occasionally 

be made to gold production and gold sales. 

Deliberate policy interventions by the local authorities do 

not exist or can have no direct effect on the direction or 

composition of the export packet in the long run, although a 

vigorous and definite foreign policy can do much to cause a better 

eQuilibrium between the import and export sectors. 

§ Composition of the export packet: 

An analysis of the statistical classes forming the export 

packet gave results similar to those obtained in the case of the 

import packet. Structural changes within the statistical classes 

are more pronounced and demarcated than in the case of the import 

packet. 

§ lol Exports of Animals 2 Agricultural and Pastoral Products: 

From the figures in Table IV it can be seen that exports in 

this statistical class decreased from 37.9% of the total 

merchanQise export packet in 1948 (45.6% in 1938) to 20.6% in 

1958 . The trend is fairly smooth and very clear-cut (see 



1938 

1948 

1949 

1953 

1954 

1955 

1956 

1957 

1958 

I abc 
I d 
II 

III 
IV 

V 
VI 

= 
= 
= 
= 
= 
= 

TABLE IV. 

UNION OF SOUTH AFRICA - EXPORTS BY STATISTICAL CLASSES. 

(Given as a percentage of the total) 

I abc I d II III IV V VI VII VIII IX X XI XII XIII 

45 . 6 28 . 3 1.4 .1 .8 8.4 9. 4 

37.9 20 .7 2.1 . 6 2. 3 12 . 2 10 . 7 

35.7 15.5 1.4 . 4 2.5 13.4 l◊. 7 

29 .7 13. 9 1.1 . 5 2. 7 16.6 7.2 

29 . 6 22 . 7 1.3 .5 3. 1 22.7 7.2 

25 . 8 20.8 . 9 .4 2,0 28 .5 11.0 

24.7 20 . 5 . 6 .4 2.0 31.5 10. 3 

24 . 4 20 . 6 . 7 .2 1.9 30 . 6 10.3 

20.6 23 .7 1.0 . 1 1.9 31.3 10.2 

Animals, Agricultural and Pastoral Products. 
Foodstuffs. 
Ales, Spirits 9 Wines and Beverages. 
Tobacco. 
Fibres, Yarns, Textiles and Apparel. 
Metals, Metal Manufactures, Machinery and Vehicles. 

.4 

2.1 

2. 3 

2. 0 

2. 9 

2. 6 

2. 6 

3. 0 

2.7 

VII = 
VIII = 

IX = 
X = 

XI = 
XII = 

. 6 . 5 .4 . 3 3.4 

1.4 2.6 .8 . 6 4 . 5 

1.8 2.1 .8 . 6 11.2 

1.0 2. 1 . 7 .7 20 . 2 

1.3 2. 3 .8 . 9 3. 1 

1.2 1.8 . 6 . 6 2. 6 

1.0 1.5 • 6 . 5 2.5 

1.1 1.7 . 6 . 7 2.7 

1.2 1.5 . 7 . 7 3.0 

Oils 9 Waxes 9 Resins 9 Paints and Varnishes . 
Drugs, Chemicals and Fertilizers. 
Leather, and Rubber and Manufactures thereof. 
Wood, Cane, Wicker and Manufactures thereof. 
Books, Paper and Stationery . 

. 8 

1.5 

1. 6 

1.6 . 

1.6 

1.2 

1.3 
----

1.5 

1.4 

= Minerals, Earthenware and Glassware XIII 
Jewellery, Time-pieces and Musical Instruments. 
General. 

100 

100 

100 

100 

100 

100 

100 

100 

100 

Source: Department of Customs and Excise, Annual Statement of the Trade and Shipping of the Union of South Africa 1938-1955, 
Foreign Trade Statistics 1956-1958. 
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Graph III). This decrease may partly be the result of the in­

creasing impo~tance of exports in the other statistical classes. 

A comparison of similar movements in the other classes reveals 

in some cases a definite trend over the whole twenty-year period1 

or it shows a definite trend for a few years and then a change. 

The export packet in this class is comprised mainly of 4 

items with a total weight of 73.3% of the exports in this class? 

(Table V). One of the items? namely wool, can be isolated and 

compares favourably with the behaviour of the item motor cars in 

statistical elass V under imports. In 1957 it comprised 67.0% 

of the statistical class? as against 56.5% in 1958. The 

behaviour of this item in the international trade sphere before 

and after the Second World War makes it one of the most sensitive 

export items. Not only is the consumption of wool influenced by 

world events and fashions, but competition is continually being 

experienced from synthetic products. Developments in the 

synthetic field which will be more fully discussed in Chapter IX 

will probably continue to exert a downward pressure on the price 

and consumption of wool until a position of "eq_uilibrium" has 

been reached. This position will depend on many factors which 

preclude a definite conclusion, 

Wattle bark and wattle bark extract are two more items also 

threatenod by synthetic products. Leather is making way for 

plastics and tanning is now done by means of synthetic tanning 

substances which give better results at a lower cost and whose 

q_uality can be more effectively controlled. 

Fish meal and solubles are a very important item . Demand 

for these products will increase with the greater demand for 

animal products. 



TABLE V. 

MAIN EXPO~T !TEMS IN SOUTH AFRICA'S EXPORT PACKET 
AND THEIR V\TEIGHT AS A PERCENTAGE OF THE RELEVANT 

STATISTICAL CLASS FOR THE YEARS 1957-58 (£'000) 

1958 1957 

Value (i) % Value(£) 

ANIMALS 2 AGRICULTURAL AND 
PASTORAL PRODUCTS 

Wool r,onoo & oooooooooooooooo 41543 56.5 65648 
Wattle Bark and Extract • 0 • 5125 7.0 5688 
Fish Meal and Solubles o o a o 4086 5.6 2527 
Cellulose Pulp, Bleached •• 3087 4.2 2460 

Total 000000000000000000 53841 73°3 76323 

Total for class 00000000 73459 97889 

FOODSTUFFS I d. 

Butter 00 0 0 00 0000 00 0 oo 0000 0 664 .8 1015 
Mealies and Mealie Meal ... 20505 24.2 21395 
Fish and Fish Products 0 0 0 0 8517 10.0 8357 
Fresh Fruit (8 important 
varieties) OOOOOOOOOOOOOOOD 18467 21.7 20017 
Canned Fruit and Jam 
(5 important items) 0(100000 14465 17.0 11337 
Groundnuts ooooooooooooe,ooo 1846 2.2 3511 
Sugar 00 00 D OC O O 00 0 0 00 00 00 00 7361 8.7 4557 

Total OOOO000OO OOOOO•t1 OO 71825 84.7 70189 

Total for class 00 (100000 84825 83186 

.. 
ALES 2 SPIRITS 2 V\TJ:NES AND 
BSVERAGES 

Heavy (Fortified) Wines •• 0 900 25.3 941 
Light Wines 000000000000000 316 8.6 95 

Total 00000000000000000 0 1216 34.2 1036 

Total for class 0000000• 3553 2966 

l 

I 

% 

67.0 
5.8 
2.6 
2.5 

78.0 

1.2 
25.7 
10.0 

24.0 

13.6 
4.2 
5.5 

84.3 

31.7 
3.2 

34.9 



1958 1957 

. Value(£) % Value (£) 

METALS2 METAL MANUFACTURES , 
MACHINERY 2 VEHICLES 

Mining Machinery 000000000 0 3459 3.1 4495 
Metals and Metal Ores 
(7 important items) ••.••.• • 28016 25.1 31191 
Prescribed Material s under 
the Atomic Ener gy Act 0 0 0 0 0 53662 48 .0 49989 
Motor cars (re- exports ) 0 0 0 1898 1.7 2071 

Total 00000 0 00 0000000000 86635 77.6 88346 

Total for class OOOOOCIO tll 111684 123249 

MINERALS 2 EARTHENWARE AND 
GLASSWARE 

Asbestos 0000000000•000000 • 10428 28.6 10953 
Diamonds, Rough and Uncut 0 20572 56.4 24686 

Total o oeooo ooooooooooo o 31000 85 35639 

Total for class 00000:000 36493 41493 

JEWELLERY 2 TIME-PIECES AND 
MUSICAL INSTRUMENTS 

Di amonds, cut and 
polished oec,000000000000000 10110 94 . 3 10136 

Total for class aoooooo o 10715 10781 

1. Grand Total for all 
the above items 0 0 0 0 0 254627 281669 

2. Exports for the year 353661 397426 

1. as a percentage of 2, 72 70 

Sourceg Department of Customs and Excise, Foreign Trade 
Statistics 1957~58, 

% 

3.6 

25,3 

40.6 
1.7 

71.7 

26,3 
59.5 

85 

94.0 
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Cellulose pulp which formed 4w2% of the export packet in 

this statistical class in 1958 also has to face severe foreign 

competition. Developments in the EuroP,ean Free Trade 

Association as well as the United Kingdom's participation in this 

bloc will threaten this product's future in its traditional market, 

the United Kingdom. 

It would appear that export in this statistical class is very 

uncertain. Three of the items totalling 67.7% of the total 

exports in this class in 1958 are of a very unstable nature and 

continually experience pressure from synthetic substitutes. 

Exports in this class will also decline as the South African 

population increases. This in turn will have a marked influence 

on the relatively more stable items in this statistical class, 

such as meat. South Africa is not able to supply the needs of 

its population as far as animal products are concerned. 1 ) The 

country will probably never be in a position to produce enough 

animal protein and fat to supply the rapidly increasing demand 

which in turn is the result of two very dynamic factors, namely 

a population increas e and the increasing purchasing power. In­

creasing consumption of animal products will increase domestic 

consumption of cereals with the result that pot ential exports will 

be diverted from the international to the local market. 

It may be concluded that exports in this statistical class 

will continue to follow the present trend. 

§ 1.2 Exports of Foodstuffs: 

The trend of exports in this statistical class is similar to 

th~t of exports in the previous class, except that it "S less 

1) Van de Wall G., A Survey of the Food and Feed Resources of 
the Union of South Africa Part II, Unpublished M.Sc. thesis, 
University of Pretoria, 1949. P .215, 218, 223, 225. 
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pronounced (see Graph III). Exports in this statistical class 

increased from 20.7% of the total export packet in 1948 (28.3% 

in 1938) to 23.7% in 1958. The trend is not even, however, and 

declined from 28.3% in 1938 to the low level of 13,9% in 1953 

from where it recovered to its present level of 23.7%, The 

decline just mentioned may have been caused by heavy exports of 

items in the previous statistical class to a starving Europe. 

It may also have been caused by plant breakdowns and modernization 

programs after the Second World War or by unfavourable climatic 

conditions. Production conditions in the sugar industry seem to 

confirm the latter point of view. 2) 

South Africa's inability to produce enough animal protein and 

fat is also evident from the negligible weight of dairy products 

in the export packet. 

products. 

The country already has to import these 

From Table V it will be seen that 6 items comprised 8407% of 

the total eXj orts in this statistical class in 1958. The only 

really sensitive item is groundnut which are very sensitive to a 

virus disease. 3 ) It is quite +ikely that production will decrease 

to a point where export will cease altogether 9 although the place 

of groundnuts will probably be taken by castor oil seeds. 

Trouble may also be expected in the case of mealies and mealie 

meal which constitute 24.2% of the total exports in this statist-

ical class. Production costs in South Africa are · high, mainly as 

a result of the low yield per morgen. In order to reduce costs 

2) 

3) 

South Afr ican Sugar Yearbook, 1953-54• P.27. 

Si xth Annual Report of the Oilseed Control Board for the 
year, 1st July, 1957 - 30th June, 1958" P.8" 
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production per unit will have to be increased. 4) The inter-

national supply is already in a chronic state of congestion as far 

as mealies and mealie products are concerned, 5 ) 

exported were as follows: 6) 

Losses on maize 

1957/58 
1956/57 
1955/56 

per 200 lb. bag 
" 
II 

" 
II 

II 

" 
II 

" 

3/6½d. 
l/3d. 
3/9d. 

In 1957 agricultural products contributed £383.9 million towards 

South Africa 's national income, maize making a contribution of 

£60.1 million. Maize is admittedly a product of great importance 

in the agricultural sphere, but it is difficult to understand how 

export at these losses can be maintained. 

increased as follows:?) 

Production per morgen 

1937/38 
1939/40 
1957/58 

Average yield per morgen 
II II 11 11 

" " II 

6., 7 bags 
8.5 II 

11.2 II 

If this production trend is maintained, export at a loss may 

become something of the past, because the international competitive 

position will be greatly increased, hence, a comparative advantage 

for South Africa , This will also be the case if price-support in 

the United States is reduced, but it is most unlikely that this 

will happen. Maize exports from South Africa to the United 

Kingdom depend to a large extent on the preference enjoyed in this 

market. 

The behaviour of this item in the statistical class is 

almost abnormal, but it is to be hoped that the item will adjust 

itself to the different circumstances with which it is confronted. 

4) Van de Wall G., A Survey of the Food and Feed Resources of 
the Union of South Africa, Part II, Unpublished M.Sc. thesis, 
University of Pretoria, 1949, P,228. 

5) Annual Report of the South African Mealie Industry Control 
Board, for the year ended 30th April, 1958. P.5. 

6) Idem, P.5. 

7) Idem, P.4. 
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The other item which has caused concern since 1956 is canned 

fruit which constituted 17 , 0% of the total -exports in this class 

in 1958, This item is an outstanding example of the problems to 

which artificial protection gives rise in the international sphere, 

South African export and production enjoyed the protection afforded 

by British discrimination against dollar-areas , As a result of 

this 1 rationalization in the industry was disregarded and 

standards deteriorated to a point where 1 in spite of the excellent 

Quality of raw products, South African exports could not compete 

with American exports after the abolition of discrimination against 

dollar-areas in 1958, 8 ) After the installation of modern 

machinery and the application of other rationalization measures 

processing costs in one particular concern in the industry 

decreased from £4,15,3 , per ton to £1,15,0, per ton, Higher 

standards, as determined by the South African Bureau of Standards, 

will solve all the problems as far as exports are concerned, The 

monopoly position of the one big concern in this field gave rise 

to this disturbing condition, 

As a final conclusion it may be said that more and more 

agricultural and pastoral products will be processed and exported 

as foodstuffs, It is of the utmost importance that stress should 

be laid on Quality and rationalization of production methods in 

these industries , 

§ 1 ,3 Exports of Ales;; S:piri ts;; Wines and Bev0ragesg 

Exports in this statistical class decreas ed from 2,1% in 

1948 (1,4% in 1938) to 1,3% in 1954 and further to 1,0% in 1958, 

The prob:J_ems of the wine and bre.ndy industry will be discussed in 

Chapter V, 

8) Rand Daily Mail, 9th Novemb~r, 1959, P,6, 
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The conclusion may be drawn here that exports in this class 

will always be faced with numerous artificial barriers and 

currency measures in other countries. Again attention must be 

drawn to the monopoly position of one large South African concern 

and also to the lack of a vigorous advertising campaign overseas. 

As an example of the poor advertising methods attention need only 

be drawn to the trade name "Ostrich" given to a certain wine 

exported to Canada. It can never convey the same association to 

the consumer as the trade name "Cape of Good Hope" wine or "Grand 

Mousseaux". All these points are of the utmost importance in the 

marketing of an excellent product . 

1.4 Exports of Tobacco: 

Exports of tobacco decreased from .6% of the export packet in 

1948 (.1% in 1938) to .1% in 1958. Only certain lines of minor 

importance were exported or dumped on the British market. Although 

production has nearly doubled itself during the period under review, 

this trend will continue if the large potential domestic market is 

taken into consideration. 

§ 1.5 Exports of Fibres 2 Yarns 2 TextilGs and Apparel: 

Exports in this statistical class increased from 2.3% of 

the total export packet in 1948 (.8% in 1938) to 3.1% in 1954, 

but has since then decreased to 1.9%. Severe competition from 

the low- cost countries, such as Hong Kong and Japan9 ) (to mention 

only two) will always form a formidable obstacle in the inter-

national sphere. The only hope for South African exports lies 

in catering for the more discriminating market. In view of the 

present position, especially the low output of South African 

9) Marais M.D., "Historiese - Huidige en Toekomspatroon van die 
Wereldhandel", Published in Jaarverslag van cl.ie Ekonomiese 
Instituut (F~A.K.) 30th June, 1959. P.47. 
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labour and the complete disregard for rationalization measures, 

it is hard to foresee any future for the textile industry; com­

petition will most likely increase in severity as a result of 

further industrial expansion in countries such as India and 

Pakistan. 

§ 1.6 Exports of Metals? Motal Manufactures 2 Machinery 
and Vehiclesg 

The only important structural change and very strong trend in 

South Africa's export packet occurred in this statistical class 

(see Graph III). Exports increased from 12.2% of the export 

packet in 1948 (8.4% in 1938) to 31.3% in 1958. This trend was 

mairttained throughout the period under review and is in full 

agreement with the vast resources of South Africa. Reference 

need only be made to the highly competitive nature of the steel 

produced by Iscor and the high quality of this product.lo) 

South Africa has an abundance of the most useful and durable 

metal ores, such as manganese, tungsten, chromium, antimony and 

. 11) iron. Development policies in this field left much to be 

desired. The point is advanced here that this is one of the most 

important potential export items of South Africa. This is even 

more true if the comparative advantage over other countries is 

taken into consideration. Developments are taking place today 

which might seriously damage South Africa's favourable position in 

this field . It is also felt that this point has been neglected 

by the Commission of Enquiry into Policy relating to the Protection 

of Industries in South Africa. 12 ) The consumption of steel for 

10) Metal Bulletin, 11th December, 1959. P.16, 26. 

11) Commonwealth Economic Committee, A review of Commonwealth 
Raw Materials, Volume I, Report No. 37, London, 1958. 

12) Re ort of the CommissioL of Enquiry into Polic relatin to 
the Protection of Industries. U.G. No. 36 195 • 
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the manufacture of motor cars and parts has already been discussed 

in Chapter II o 

Many industrial problems, especially the employment of Bantu 

workers, will be solved by the exploitation of the vast mineral 

resources of this countryo The development of metallurgic plants 

will create the climate favourable for continued expansion of 

exportso ~pecialization in this field where South Africa has a 

very great advantage over other countries will contribute more to 

the national income than the domestic production of motor cars and 

parts where no such advantage exists and where export prospects 

are negligibleo 

The artificial restriction of stocks delivered to the inter­

national markets will most certainly encourage the development of 

resources elsewhere to the detriment of South Africa's future 

position. In this connection attention is drawn to the statement 

of the leader of the Japanese delegation which visited South Africa 

r ecently, and also to the development plans in collaboration wi th 

Anglo-American of similar plants in the Federation of the Rhodesias 

and Nyassalandol3) In this connection also see the development 

schemes in French EQuatorial Africa. 14) 

13) Rand Daily Mail, 20th November, 1959. 
11th December, 1959. P.16. 

Metal Bulletin 

14) (i) Bank for Reconstruction and Development, Press Release 
No. 592, 30th June, 1959. World Bank loan of £12.5 
million for the development of extensive high-grade 
Manganese deposits in the Gabon Republic of French 
EQuatorial Africa, 45 mile cableway and 180 mile rail 
connection to an Atlantic Port. 

(ii) African Economic News l et ter, 17th - 24th October, 1959. 
P.4o Nigeria has large known res erves of iron ore, 
now estimated at 75 million tons; situated principally 
in Eastern and Northern Nigeria. The ore is of 
r el atively poor grade, which, coupled with their long 
distance to the coast, makes it of little or no 
interest in the export trade. The possibility of 
production is enhanced by the availability of large 
coal reserves nearby which is, however, also of a low 
QUali ty. 
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From Table V it can be seen that exports of metal and metal 

ores constituted 25.1% of the total exports in this statistical 

class in 1958. The weight of these items is even greater because 

only 7 of the more important items have been included. 

An item of considerable importance in this class is pre­

scribed materials under the Atomic Energy Act with a weight of 

48.0% in 1958 (see Table V). The rapid increase in exports in 

this statistical class since 1954 must be ascribed to the weight 

of this item. Contracts for the delivery of this item will expire 

in 1964 1 after which date South Africa will have to supply at the 

ruling international price which will just cover production costs. 

The effect on the export packet will be considerable. 

Unless steps are taken immediately to develop other more 

favourable and stable export items 9 the weight of exports under 

this statistical class may decline rapidly between 1960 and 1970. 

1 . 7 Exports of Minerals 2 Earthenware and Glassware: 

The pessimistic tone of the conclusions made up to now is 

aggravated by the composition and weight of this statistical class 

in the export packet of South Africa. According to Table IV the 

weight of exports under this class remained constant at about 

10.2% of total exports throughout the period 1948-1958. 

Exports in this statistical class consisted mainly of asbestos 1 

28.6% 1 and uncut diamonds 1 56.4%1 in 1958 (see Table V). If the 

warning of the Chairman of the De Beers Consolidated Diamond 

Company is to be taken seriously all sources of production in 

South Africa will be depleted within twenty years. 15) 

15) The Rand Daily Mail 1 12th November 1 ,1959. P.14. Widespread 
prospecting is taking place in the Union of South Africa to 
find new diamond resources. 
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Development of resources and sales of asbestos by Canada and 

Soviet Russia constitute a serious threat to South African produc­

tion and export. 

§ 1.8 Exports of Oils 2 Waxes 2 Resins 2 Paints and Varnishesg 

Exports in this statistical class increased from 2.1% of the 

total exports in 1948 (.4% in 1938) to 2.7% in 1958. The 

development of Sasol and Foskor and similar concerns which are to 

be erected will add considerably to the importance of this class 

in future. As in the case of mineral resources, the vast coal-

fields hold out considerable promise for the future. 16) Positive 

measures will, however, have to be taken to exploit these resources. 

§ Exports of Drugs 2 Chemicals and Fertilizersg 

What has been said in respect of the previous statistical 

class also applies in the case of this statistical class. By­

products obtained from the various chemical concerns, such as 

Sasol and Foskor, will have a stimulating effect on export. 

At present exports in this class only constitute 1.2% of the 

total export packet (Table IV). 

§ 1.10 Exports of Leather 2 and Rubber and Manufactures thereofg 

From Table IV it can be seen that exports in this statistical 

class decreased from 2.6% of the total export packet in 1948 (.5% 

in 1938) to 2.3% in 1954 and then to 1.5% in 1958. This level 

will in all probability be maintained in future. 

§ 1.11 Exports of Wood 2 Cane 2 Wicker and Manufactures thereofg 

Exports in this statistical class remained fairly stable 

throughout the period under review, as did exports under the 

16) Commonwealth Economic Committee, A Review of Commonwealth 
Raw Materials Volume I, Repo_rt No. 37, London, 1958. P.134. 
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heading Books 9 Paper and Stationery. No reason can be advanced 

why this posit/on should change in the future. 

1.12 Exports of Jewellery 9 Time-pieces and Musical 
Instruments: 

Exports in this statistical class remained fairly constant 

at about 3,0% of the total export packet (s ee Table IV). The 

years 1948 and 1949 were clearly abnormal and do not follow the 

normal trend (see Graph III). Exports under this heading consist 

mainly of cut diamonds which constituted 94,3% of the total exports 

in this class. The sensitivity of this export item and what has 

previously been said about the diamond industry as a rapidly 

wasting asset, minimises the importance of exports in this 

statistical class for future prospects. 

From the above analysis it may be concluded thatg 

(1) South Africa's export packet includes a limited number 

of sensitive items of very great weight. Table V 

shows 20 it ems totalling 72.0% of the total expor ts in 

1958. 

(2) Many of these export items are being threatened by 

international developments in the consumption pattern 

field as well as in the substitute production field 

and will be more fully discussed in Chapter IX. 

(3) Exports of prescribed materials constitute a very 

dangerous item which will make itself felt after 

the expi ry of international contracts in 1964. 

(4) Diamonds are a wasting asset which will probably 

vanish from the export packet within 20-40 years. 

(5) South Africa's great advantage lies in the vast 

resources of minerals 9 especially manganese 9 
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chromium, tungsten, iron and steel and coal . These 

min~rals are of very high Quality, can be produced 

cheaply and must be exported in a semi-processed form 

rather than being used for the manufacture of motor 

cars and spares where 9 as a result of the advanced 

technology reQuired, the limited market and the large 

variety which will have to be produced, no cost 

advantages are to be gained. Bilateral agreements 

with other countries, especially the industrial 

countries, should contain a schedule for the delivery 

of metal in ingot form or whatever processed form re-

Quired. Resources should be developed to forestall 

the development of less advantageous resources in 

other countries or the development of synthetics to 

r eplace scarce metals, such as chromium9 manganese and 

tungstun. Long-term contracts should especially be 

concluded with the Europ ean Economic Community which 

will be compelled to develop r elatively poorer resourc es 

in the associated territori es 9 and with Japan which is 

also busy developing resources 17) elsewhere. South 

Africa should seriously consider the establishment of 

two more concerns such as Iscor to process her vast 

resources. The export of these metals for which there 

is a great market, will improve the state of eQuilibrium 

17) Metal Bulletin, 11th December, 1959. P.16. 
The Japanese Consul-general in Pretoria said r ecently that 
although his country had previously been interested in 
supplies from South Africa, the expansion of South Africa's 
own manufacturing industry was now proceeding at so great a 
pace that there was no longer a substantial surplus of these 
metals for export and Japan will have to consider 
developing such resources elsewhere, 
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between the export and the import packet. 18) The 

stimulating effect of these steel concerns on the 

national economy was illustrated by Iscor and may 

be of more help in balancing the economy than a few 

factories manufacturing motor car parts, 

(6) Unless a deliberate export policy is followed exports 

will decrease in future, The position, as outlined 

above 9 calls for immediate and determined action. An 

important prerequisite for an export drive will be 

machinery to ensure quality. All exporters should be 

compelled to have their products tested before 

exportation. 

2, Direction of Exportsg 

The direction of a country ' s exports is determined mainly by 

traditional trading contacts, but foreign policy also plays an 

important part, Of overwhelming importance, however, is the cost 

factor. Foreign policy need not be deli berate, but it must be 

dynamic and adjustable to changing circumstances. It has been 

said lately that bilateral agreements are nowadays nothing more 

than goodwill agreements 9 yet South Africa has deliberately re­

frained from entering into such agreements, presumably under the 

influence of the GATT philosophy, The theory has also been 

advanced that, as a major gold producer, South Africa must refrain 

from entering bilateral trade on a barter basis. This theory 

would sound quite plausible, were it not for the fact that many 

countries do not have the international reserves to trade with a 

country which is the major gold producer in the world. On the 

18) Volkskas Nuusbrief 9 November, 1959. P.4, Iscor had ex­
ported £11 million worth of steel in 1959 9 and could not 
meet all the orders from foreign countries. 
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other hand 9 other competitors in the international sphere have not 

refrained from entering trade on account of these reasons. In 

this respect attention is drawn to Public Law No. 480 of 1954 and 

Section 402 of the Mutual Security Act of 1954 9 promulgated by the 

United States of America. Under certain sections of these laws 

certain strategic materials can be sold to the United States only 

on a barter basis. These laws will be dealt with later. 

Enough has been said, however, to show that the direction of 

exports can be influenced by certain measures and foreign policies. 

From Table VI comparisons can be made as far as the direction of 

South Africa's merchandise exports is concerned. 

§ 2.1 The British Commonwealth Bloc: 

Exports to members of the British Commonwealth increased from 

47.9% of the export packet in 1948 (43.7% in 1938), to 49.8% in 

1958. The much higher percentages in 1954 and 1955 were caused 

mainly by British discrimination against dollar-areas for balance­

of-payments reasons. 

The British Commonwealth constitutes a sheltered area for 

South African exports as a result of the imp erial preferences en-

joyed in this market. The traditional channels and trade 

I 

contacts flowing from these preferences have probably been estab-

lished so firmly that they will continue to exist without the 

assistance of the preferences. In Chapter V further attention 

will be drawn to this fact. 

§ 2.2 European Economic Community Bloc~ 

It will be seen from Table VI that exports to countries 

constituting the European Economic Community declined from 23.0% 

of the total export packet in 1948 ( c . 3l.2fa in 1938) to 17.9% ip 

1958. The trend has been declining continually over the whole 



TABLE VI . 

VALUE OF SOUTH AFRI CAN PRO DUCE EXPORTED 
TO THE DI FFERENT INTERN TIONAL ECONOMIC GROUPS. 

· (Percentages) 
1 

1958 1957 1956 1955 1954 1953 1949 1948 1938 

Commonwealth 
Bloc 8000006 49.8 47.1 49.2 51.2 56.4 48.9 45.3 47.9 43.7 

E.E. C. 0 0 0 0 0 17.9 21.3 23.0 22.3 23.0 24.8 22.3 23.0 31. 2 

Sino- Soviet 
Bloc 00 0\J OOO 1.4 2.0 .5 1.5 1.0 ,3 1-5 .8 15.6 

Independent 
Countr ies 0 0 10.8 10.0 11.4 11.1 9.7 9. 1 11.0 10.9 37.5 

E. F.T. A. 
( exc l udi ng 
Br itain) 0 • • 3°4 3.0 3.0 2.7 3. 6 3.3 4.4 5.0 3.4 

Latin-
American 
Countri es 0 • .6 1.0 .5 .3 .3 1.0 1.4 .8 -

African 
Countries 0 0 19.0 19.3 19.5 19.6 20.8 17.1 21.9 21.0 9 . 3 
Value of 
Total Expor ts 357 403 370 332 278 298 137 119 32 

1) The percentages in respect of the differ ent gr oups will no t 
add up to 100%, because some countries are included i n more 
than one group, 

Source,: Depar tment of Cus t oms and Excise 9 Annual Statement of 
the Tr ade and Shipping of the Union of South Africa 
1938-1955 . For ei gn Trade Statisti cs 1956- 1958 . 
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period and will probably continue to do so. Price-support 

measures 9 mainly in the agricultural field, made these countries 

independent from foreign raw-material resources. Various measures 

adopted for balance-of-payments reasons under Article XII of the 

GATT discriminated against South African exports. 

§ 2,3 Sino-Soviet Bloci 

Exports of South African merchandise to member countries of 

the Sino-Soviet Bloc increased from .8% of the total merchandise 

export packet in 1948 (15.6% in 1938) to the low l evG l of 1.4% in 

1958. No definite trend can be observed over the period 1938 to 

1958. Indeed 9 fluctuations from year to year show an erratic 

pattern. 

§ 2.4 Independent International Countriesg 

Exports of merchandise to these countri es remained fairly 

constant at 10.9% of the total export packet during the period 

1948 to 1958 (37.5% in 1938). Exports to these countries have 

been very constant since 1948. No trend can be detected from 

the figures for the period under review and no conclusions can be 

drawn in regard to future exports to these countries 9 because 

everything depends on internal polici es and self-support measures 

as far as raw materials are concerned. 

§ 2,5 European Free Trade Association (excluding Britain)~ 

Merchandise exports from South Africa to countri es of this 

Bloc remained constant throughout the period and totalled 3-4% 

of the total merchandise export packet . No definite trend can 

be observed in respect of the period under review and no change 

is likely to occur, since the members of this Bloc are highly 

developed countries and important producers of raw materials. 
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§ 2.6 Latin-American Countries: 

Exports of merchandise to these countries r emained relatively 

stable at .8% of the total merchandise exports from 1948 to 19580 

Exports show the same erratic behaviour as in the case of the 

S.ino-Soviet Bloc. 

Unless an attempt is made to build up contacts with those 

countries and unless special measures are taken and traditions 

peculiar to these countries are taken into consideration, exports 

will probably r emain negligible. 

§ 2 . 7 African Countriesg 

Exports of merchandise decreased from 2loO% of the expor t 

packet in 1948 (9,3% in 1938) to 19.0% in 1958. 

The overwhelming importance of the Federation of the Rhodesias 

and Nyassaland may present a distorted figure as to the importance 

of these countries as importers of South hfrican goodso 

The natural export market for South Africa's merchandise is 

the continent of Africa but this country's trade is being 

threatened by exports from the low-cost countries of Asia 9 such 

as Japan and Hong Kong. 19 ) The total imports of East 9 Wost and 

Central Africa oxcoeded £2 9 000 million in 1957 . Whereas the 

Union supplied more than 33½% of the total imports of the 

Federation 9 its share of the imports of the other African territo­

ries was only 2%o 

2 . 8 Conclusion: 

As in the case of imports, the main conclusion which can be 

drawn in the case of exports is that traditional trading contacts 

19) Marais M.D., "Histori ese - Huidige en Toekomspatroon van die 
Wer eldhandel" Jaarverslag van die Ekonomiese Instituut 
(F.A.K.) 30th June, 1959. Po47, 
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have been maintained. Unless more deliberate measures are 

adopted to ensure quality, and a dynamic approac h where 

necessary, trade will not be increased. In contrast wi th 

imports, a detail study must be made of r egional consumer 

patterns and other trade impediments, such as insufficient 

reserves. South Africa will have to exploit her vast miner a l 

resources so as to increase her exports. With this end in view, 

assis tance should be sought from the European Economic Community 

which will otherwise bo forced to find resources that are less 

advantageous than those of South Africa . 

Serious attention should also be paid to the fo rmulation of 

an ext ernal policy which will expand exports to the Sino-Soviet 

Bloc and the Latin-American countri es. Imports from these 

countries must be increased in order to induce them to import 

more from South Africa . A greater flow in both directions will 

ensure a better equilibrium between exports and imports 2 a 

factor which is of such great importance to the South African 

economy. 

Association with the EEC and the use of bilateral agr eements 

must be r egarded as the principle aim of a reorientation of the 

existing economi c relations of South Africa. 

be discussed in Chapters VI, VII artd VIII. 

These aspec ts will 



CHAPTER IV. 

PRESENT POSITION AND DEPENDENCE OF 
SOUTH AFRICA ON INTERNATIONAL TRADE . 

A country with large natural resources and a small domestic 

market 9 such as South Africa 9 is highly dependent on international 

trade. This is the result of di f ferent economic "laws" 9 which 

may be summarised as followsg 

1) 

(1) Egalisation forces working internationally in the 

direction of greater eQuilibrium. Production factors 

become scarcer in the country richly endowed with such 

factors and more abundant in the country relatively 

poorly endowed. Whether production factors move in 

their unprocessed form or in the form of immediate 

consumer goods is a Question which becomes more im-

portant daily. This reQuirement of the international 

trade is referred to by economists on the Continent of 

Europe as "Konsumorientierung"l) and describes the 

tendency to give raw ma terials and semi-finished 

products the final destination as late as possible in 

order to allow for the latest developments in consumer 

tastes and consumption patterns. This term is a 

variant of the division advanced by R.E . Harrod2) who 

divides all goods intog 

(a) Staple goods of a homogenous . character 9 capable 

of entering forei gn trade 9 and in respect of which 

a single international price level exists . Most 

of South Africa's present exports 9 such as sugar, 

maize and other raw materials 9 fall under this 

Abeln G.H.J. 9 De Vrijhandelszone als economische integratie­
vorm voor West-Europa, Leiden, 1958. P.55 . 

2) Harrod R.E., International Economics 9 London, 1933. P.59. 
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category . These products are 9 as a rule 9 highly 

sensitive to trade fluctuations. 

(b) Finished and semi-finished materials 9 specialized in 

character 9 differing in quality and detail of design . 

Each type of product has its own price 9 determined 

by relations of goodwill and formation of habits. 

Many of South Africa ' s export products fall under 

this category 9 such as canned fruits and metals. 

This category creates a unique opportunity to 

establish a definite international demand as far as 

quality is concerned. 

(c) Goods incapable of entering foreign trade directly, 

such as houses and services only available to 

tourists . 

(2) In the reaching of the optimum volume of production many 

industries are faced with the problem of a large 

difference between the technical production optimum and 

the avai lable market . 3) In order to reap the full 

benefit of economies of scale it became necessary to 

traverse national markets, South Africa is one of the 

countries which has a serious handicap in this respect. 

The potential market may be much l ar ger than it is at 

present 9 but it is limited by the relatively low 

purchasing power of the Bantu population. The 

discussion in Chapter II of the prospective automobile 

industry must be seen against this background. Reference 

was also made to the production-cost problem of the maize 

industry. To reduce production costs per unit the yield 

Abeln G.H.J. 9 De Vrijhandelszone als economische integratie­
vorm voor West-Europa 9 Leiden 9 1958. P.13-17 . 
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per morgen must be increased, but an increase in yield 

per morgen will increase the quantity to be exported 

to an already overstocked market , Yet, cessation of 

the production of maize would cost the country £40-£60 

million annually . Dependence on export markets up to 

a point where domestic consumption can absorb the whole 

output is of the greatest importance to many industries 

of South Africa , 

(3) A country such as South Africa with large natural 

resources, particularly gold mines, and a highly un­

even distribution of national income, especially with 

part of the population having become accustomed to a 

high standard of living, will import many goods, 

especially luxury items such as motor cars. The 

explosive character of this commodity has already 

1. 

b een mentioned. The effecting of greater equilibrium 

in income distribution, especially by the utilization 

of a progressive consumer tax on luxury items, might 

be of great help in solving this problem, 

The interrelationship of imports 2 exports and national 
income in South Africai 

The dependence of South Africa on international trade can 

clearly be seen from a comparison of merchandise exports as a 

percentage of net national income at factor cost (Table VII). 

This table shows the amount of net national income derived from 

sales to the outside world . From Table VII it will be observed 

that this percentage remained constant at about 20% during the 

y ears 1953 and 1958. 
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TABLE VII. 

Exports of merchandise as a percentage 
of net national income at factor cost . 

1953 0000•0000000 20.6 
1954 000000000001 17.9 
1955 OOC, 0O0O0O00O 20.l 
1956 000000000000 20.5 
1957 000000000 ••0 21.1 
1958 000000000000 18 .3 

South African Reserve Bank 9 Quarterl;z 
StatistiCS9 December:1 1959. 

Bulletin of 

Department of Customs and Excise 9 Annual Statement 
of the Trade and Shipping of South Africa 9 1953-1955, 
Foreign Trade Statistics 1956-1958. 

Table VIII on the other hand shows expendi~ure on merchandise 

imports as a percentage of personal consumption expenditure. 

TABLE VIII. 

Expenditure on Merchandise Imports as l) 
a Percentage of Personal Consumption Expenditure. 

1953 00000000000c 34.8 
1954 00000000000• 34.8 
1955 000000000 0 0 0 37.6 
1956 000000000 000 36.o 
1957 OOOOOOOGOOO O 37.8 
1958 000000000000 35.9 

1) Personal Consumption Expenditure is defined by the South 
African Reserve Bank as Gross National Expenditure at 
market prices l es s (Balanc e on Current account plus Gross 
Domestic capital formation plus Purchases of GooUs and 
Services by Public ,Authorities). 

Note: The expenditure by public authoriti es on imports of 
goods and services should have been eliminated 9 but 
its inclusion in Personal Consumption Expenditure does 
not make any important difference to the results given 
above. 

Sourceg South African Reserve Bank 9Quarterl;z Bulletin of 
Statistics; December, 1959. · 
Department of Customs and Excise 9 Foreign Trade 
Statistics 9 1956-1958. Annual Statement of the 
Trade and Shipping of South Africa 9 1953-1955. 
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Diversion of consumers' exp enditure from the domestic market 

to the int erna tional market, as shown in Table VIII, has been 

very high in the case of South Africa . It has also shown a 

rising trend 9 namely from 34.8% in 1953 to 35-9% in 1958 9 and 

would probably have been much higher, were it not for import 

control measures. 

A comparison of merchandise imports and exports as a 

percentage of net national income in respect of South Africa and 

a few other countries reflects a condition of extreme diseQuili-

brium as far as South Africa is concerned (Table IX). Exports 

as a percentage of net national income fluctuated in the case of 

South Africa between 21.4% in 1953 and 20.2% in 1958 . Imports, 

on the other hand, fluctuated between 27 . 7% in 1953 and 31.4% in 

1958. The inherently rising trend is very clear and pronounced. 

There was a difference of 6 . 3% in 1953 and 11.2% in 1958. The 

effect of the relaxation of import control is very clear. 

TABLE IX. 

Imports and Exports as a 
Percentage of net National income. 

1958 1957 1956 

UNION OF 
SOUTH AFRICA Exports 0 0 0 20.2 22.8 21.5 

Imports 0 0 • 31.4 31.1 28.7 
AUSTRALIA Exports O O 0 

Imports 0 0 0 

NEW ZEALAND Exports 0 0 0 

Imports 0 0 0 

UNITED STATES Exports 0 0 0 

OF AMERICA Imports • 0 • 

UNITED KINGDOM Exports 0 0 0 

Imports 0 o o 

CANADA Exports 0 0 0 

Imports 0 0 0 ( 

1955 1954 1953 

21.4 18.6 21.4 
31.1 27.6 27°7 
18.6 19.6 22.0 
19°3 21.0 18.0 

30.1 29.7 33.6 
29 . 4 28.7 24.8 

4°4 4.3 4. 1 
3. 6 3°5 3.6 

20.1 19.5 19.8 
22.4 20.8 21.4 

21.8 21.7 22.5 
22.1 20.8 22.0 

Source ~ Statistical Office of the United Nations, Statistics of 
National Income and Expenditure 9 New York~ 1957. 



Similar findings were attained by Prof. D.G. Franzsen for 

the period 1918-1939_ 4 ) This reflects a definite upward trend 

of very great importance, also expressed in Table X which shows 

that any increase in the national income has a marked effect on 

the percentage of imports and accordingly also on the balance­

of-payments. 

The effect of a relaxation of import control in 1951 can 

be seen from Table X. Any sudden or abnormal increase in the 

expenditure of the Union residents tends to induce a sharp in­

crease in imports, which, unless offset by countervailing forces 

such a corresponding increase in the value of visible and in­

visible exports, or a fortuitous inflow of capital from abroad, 

leads to a worsening in the overall international balance-of­

payments.5) Prof. Franzsen went on to say thatg "the increase 

of £149 million in the national income, which occurred between 

1946 and 1948, was associated with an increase of £138 million 

in the total of merchandise imports over the same period". 

This, however, was clearly the result of the war-time restrictions 

on consumption, especially the consumption of import commodities 

such as motor cars and mining equipment. 

4) Franzsen D.G., "Review of the Union's National Accounts, 
1946-1953'', Quarterly Bulletin of Statistics, South African 
Reserve Bank, March, 1955. P.XX. 

5) Idem, P.XX. 
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TABLE X. 

Year-to-year Chan es in Im orts and Gross 
National Product 1946 - 195 £'000 000 . 

Gross 
Year Imports National 

Product 

1946 103 54 

1947 85 71 

1948 53 78 

1949 62 93 

1950 -8 154 

1951 162 105 

1952 -50 130 

1953 6 222 

1954 23 143 

1955 68 129 

1956 13 169i) 

1957 55 130i) 

1958 6 68i) 

i) Provisional Estimates. 

Sourceg South African Reserve Bank9 Quarterly Bulletin of 
Statistics 9 June 9 1959. 
Department of Customs and Excise 9 Foreign Trade 
StatistiCS9 1957-1958 . 

Studies by Dr. G. Marais show that during the inter-war 

period 9 1925-39 9 the South African income elasticity of demand 

i n respect of imports was between 1.5 and 2 . 6) 

6) Marais G, 9 Disequilibrium in the South African Balance ·of 
Payments between 1925 and 1952 9 Unpublished Ph.TI degree 
thesis 9 University of Wisconsin 9 1956. P,109, 
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Prof, Franzsen concludes that import control was not intended 

to lead to a big decline in the average ratio of imports to gross 

national expenditure during the period 9 but rather to prevent 

increases in the national income from being absorbed by 

additional imports. If this explanation is correct 9 this 

factor 9 with others, is mainly responsible for the stagnation in 

South Africa's economy since 1956. It is my opinion that 

measures other than import control should have been applied to 

curb import tendencies. It is difficult to see how a long-term 

trend could have been controlled by the imposition of a temporary 

system of import control. 

drastic fiscal policy. 

This was clearly a case for more 

A comparison of different countries, all characterised by 

relatively r apid rates of growth shows that in no other country 

(New Zealand approximates the figure) have merchandise imports 

played such a dominant part as in the case of South Africa, 

especially when compared with exports (see Table IX). In this 

thesis this phenomenon is accepted as indicative of a definite 

long-term trend and 9 except for the giving of a few conclusions, 

no attempt will be made to explain the underlying reasons. It 

is felt that the gold factor in the South African economy may 

have been responsibl e for this condition in so far as equilibrium 

between total exports ( go ld included) and total imports was 

striven after, or was allowed to establish itself (see Table XI), 

Such an argument must also be based, however, on the aspect of 

the quantity of money available in the South African e conomy 9 

and this clearly does not fall within the scope of this thesis. 
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TABLE XI. 

Imports 2 Exports and Net Gold Production 
of the Union of South Africa from 1949 - 1958. 

Imports Exports Net Gold Exports 
Output and Gold 

Year 

£M £M % of £M % of £M % of 
Imports Imports Imports 

1938 95.6 33.7 35.3 89 93.1 122.7 128 . 3 
1949 313.1 146.5 46.8 114 36.4 260.5 83.2 
1950 304.0 218.2 71.8 147 48.4 365.2 120.1 
1951 466.8 288.4 61.8 150 32.1 438 . 4 93.9 
1952 416.8 285.6 68.5 152 36.5 437.6 105.0 
1953 424.3 296.3 69.8 153 36.1 448.3 105.9 
1954 439.0 331.5 75.5 165 37.6 496.5 113.1 
1955 482.2 369.1 76.5 183 38.0 552.1 114.5 
1956 494.9 412.2 83.3 198 40.0 610.2 123.3 
1957 1) 550.6 452.6 82.2 214 38.9 666.6 121.1 
1958 375.5 256.0 68.2 160 42.6 416.0 110.8 

1) First 9 months of 1958 only . 

Sourcei South African Journal of Economics 9 June 9 1959 . P.117. 

Table XII reflects the importance of the gold industry and 

the place of gold in the overall export packet . The weight of 

gold exports as a percentage of the total export packet decreased 

from 70.0% in 1938 to 38.1% in 1958 . This was brought about by 

an artificial price phenomenon r ather than by an underlying 

economic cause. 
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TABLE XII. 

Gold production1) as a total 
ex orts includin South to 1958. 

1938 1300000000001'.1 70 
1948 000000000000 54 
1949 ooooocoooooo 58 
1953 000000000000 33.9 
1954 000000000000 37.1 
1955 00000CI000:100 35.5 
1956 000000000000 34.7 
1957 0000000•0000 34.6 
1958 00000•000000 38.1 

1) Gold production can for all practical purposes be taken as 
equal to gold exported. During the years following the 
Second World War abnormal quantities of gold were exported 
or sold to parties outside the Union, or were stored and 
thus not exported. Annual production figures give a more 
reliable indication of the changing position, which is 
largely tne result of price movements in merchandise 
exports, the price of gold having remained the same since 
1934. 

Source& South African Reserve Bank, Quarterly Bulletin of 
Statistics, December, 1959. 
Department of Customs and Excise, Annual Statement 
of the Trade and Shipping of the Union of South 
Africa, 1938-1955. Foreign Trade Statistics, 
1956-1958. 

South Africa's export packet consists of a relatively small 

number of items of great weight, and this has a bearing on many 

aspects ·of the country's economic position, as shown in Chapter 

II. In this respect the country completely answers the 

description given by Michaely. 7) Imports, on the other hand, 

are much more diversified (see Table II). The more developed a 

country (the higher its per capita income), the more diversified 

its exports. 8) This is probably a more reliable criterion for 

7) Michaely T. 9 "Concentration of Exports and Imports - an 
International Comparison", Economic Journal, December, 
1958. P.722. 
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economi c development than any advanced in South Africa by 

politicianso This point of view is also shared by Profo 

9) T.H. Kelly. In the three census years, 1936, 1946 and 1951, 

merchandise exports amounted to £4, £11 and £22 per head of the 

whole population respectively, while imports amounted to £11, 

£24 and £370 

A point related to the above - although differing in 

conception - is that the more industrialized a country is (ioe. 

the lower the share of primary production in its national 

product), the more diversified will be its exportso The majo r 

export items of a country whose exports are highly concentrated 

are always primary productsolO) Table VI proves this to be 

true in the case of South Africao South Africa's export packet 

has always been directed at a few highly industrialized areas, 

such as the United Kingdom and .lestern Europe. With greater 

development, however, exports expanded to States on the 

continent of Africao 

§ The Terms of Trade~ 

The hypothesis advanced by Kindleberger, namely that the 

quantitative expression of the effects of the terms of trade on 

a country's balance-of-payments or national income must be 

approached wi th great care, also applies in the caG e of South 

Africa. His view that the expenditure of a country or area is 

intimately tied up with the terms of trade, as are also the 

volume of exports and imports ll) does not seem to apply in the 

9) Kelly T.H., "South Africa ' s Foreign Trade 1933-53", South 
African Journal of Economics, March, 19540 P.75. 

10) Michaely T., "Concentration of Exports and Imports - an 
International Comparison", Economic Journal, December, 
1958 0 p . 728. 

11) Kindleberger C.P . , The terms of trade, London, 1956 . P.276. 
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case of South Africa . 12 ) This may become the case in the long 

run, but no country in the world 9 least of all South Africa, 

can, in the absence of the forces of free international trade, 

rely on the long-term equilibrating effects to make themselves 

felt. According to van Waasdijk South Africa's terms of trade 

(excluding gold) improved from an index of 149,9 in 1946 to 100 

in 1950, and then· again deteriorated in 1952. In 1955-56 the 

gap between import and export prices widened, causing the 

country's terms of trade to deteriorate further, In 1957 there 

was a slight improvement, but the position again grew worse in 

1957 and 1958 (see Table XIII). The sensitivity of certain 

items, particularly wool and diamonds, in South Africa's export 

packet to fluctuations in economic activity makes the country 

extremely vulnerable and can have a devastating effect on inter-

national reserves, Resort to direct control of imports may 

have far-reaching and disturbing effects on the internal structure 

of the economy. 13 ) Not only are monopoly positions promoted, 

but the growth of unsound industries is accelerated and potential 

exports are diverted to the domestic market. This will give 

rise to painful structural changes and adjustment once import 

control is relaxed or becomes ineffective. The effects of these 

structural changes may also contribute to stagnation. 

§ Conclusiom 

According to the view points that have been found to be 

correct in the case of South Africa, it may be argued that a 

constant and high rate of growth is absolutely essential 1for 

12) Van Waasdijk T. 9 "Changes in South Africa's terms of trade 
1950-58. 11 South African Journal of Economics, June, 1959. 
P.120. 

13) Lundberg E. 9 "Stability and Progress in the World Economy" 
International Stability and the National Eccnomy 9 edited 
by D.C. Hague, London, 1959. P.211-226. 
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TABLE XIII. 

UNIT VALUE INTIEX OF IMPORTS ANTI EXPORTS , ANTI SOUTH AFRICA' S TERMS OF TRADE. 

1946 1947 1948 1949 1950 1951 1952 1953 

Unit value of imports ••• 0 ••• 100.0 120. 2 125.7 117 .9 

do . Bureau of Census .... .. 68 . 5 82 .0 90.0 92 .7 100.0 120. 6 123 . 3 115 . 2 

Uni t va l ue of exports o c,000 00 100.0 121 . 1 114 . 8 112 . 8 

do. Bureau of Census ...... 45 .7 59 . 2 70. 4 76.1 100.0 120. 4 109 . 9 109 . 9 

Terms of Trade 

Unit value of Im:eor t s 100. 0 99 . 3 109 . 5 104 . 5 Uni t value of Exports 
0000000 

do. Bureau of Census 0 00 0 0 0 149 . 9 138 . 5 127 . 8 121. 8 100.0 100.1 112.1 104 . 8 

1) Fi rst 9 months of 1958 only . 

Source g South African Journal of Economics, June, 1959 . P.118. 
South African Reserve Bank, Quart erly Bullet in of Statistics, December, 1959 . 
Department of Customs and Excise, Foreign Trade Stati s ti cs, 1956- 58 . 

1954 1955 

112 . 1 116. 5 

105 . 3 105 .1 

106. 4 110.8 

1956 1957 195s1-) 

120. 1 118 . 8 118 . 3 

108 .0 111.0 98 . 4 

111.2 107. 0 120 .2 
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a greater diversification of exports and less dependence on 

importso It follows that a period of stagnation 9 such as has 

been experienced since 1956 9 must be regarded with concerno 

It has been shown that South Africa is highly dependent on 

international trade 9 much more so even than some of the world's 

leading trading nations. The ratio of exports to national 

income is as high as that of most other countries 9 while the 

ratio of imports to national income is very much higher than that 

of most other countries . The crux of the matter is 9 however 9 

the gap . between earnings from exports and expenditure on imports. 

The terms of trade will most likely fluctuate according to inter-

national economic activity. The vulnerable character of many 

of the items in the export packet has already been shown. 

The foreign repercussion factor with its influence on the 

economy of South Africa is of the utmost importance for future 

growth and development. It calls for detailed study and a long-

term policy based on the reaching of spesific minimum and maximum 

targets. 

The minimum target should be to increase exports. This 

matter has been discussed in Chapter III. Here we have one of 

the instances wher e the external and internal sectors have 

merged together. The interrelationship between the import and 

export sectors and their mutual relationship with the national 

income necessitate the adoption of a policy which will ensure 

greater equilibrium between merchandise imports and exportso 

Such a policy will have a stimulating effect on the whole So~th 

African economy and will contribute considerably towards the 

realisation of the objectives mentioned in the Viljoen report 9 
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namely full employment and a constant rate of growth. 14) 

For the pursuance of a policy which will ensur e greater 

equilibrium between merchandise exports and imports gr eater use 

should be made of instruments such as bilateral trade agreements 

with industrial countri es , such as Japan, and economic power 

groups, such as the European Economic Community. These bi-

lateral agreements should aim at increasing the exploitation of 

South Africa's mineral resources . This problem requires 

immediate attention 9 because negligence in this respect will 

compel industrial countries to look elsewhere for these materials. 

This will not only hamper future developments 2 but may even result 

in a decrease in present exports. on·ly long-term agreements can 

safeguard South Africa ' s interests in this di r ection. Long-term 

contracts should make provision for capital, skilled labour and 

markets. 

The importance of bilateral agreements is indicat ed by the 

fact that Britain maintains 21 such agreements at present. 15 ) 

From this fact it can be gathered that these agreements are 

essential to the arrangement of the national economy. This is 

all the more true in the case of a country such as South Africa, 

a relatively underdeveloped country with a high percentage of 

unskilled workers. 

The point of view of the Viljoen Commission that sound 

economic development requires a parallel and balanced expansion 

of all sectors of the economy cannot be accepted without serious 

14) Re art of the Commission of Enquir into Polic relatin 
to the Prot ec tion of Industries. U.G. 36 195 . 

15) Board of Trade Journal, 3rd December, 1959. P .27. 
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l "f" .;.· 16) qua i ica ... ions. While this is probably true of industrialized 

countries, serious doubts must be raised about its validity in a 

country with a large portion of the population relatively under 

employed . One of the lessons to be learned from the centrally 

directed economies of the Sino-Soviet Bloc is clearly the effect 

of a high degree of concentration on the establishment of heavy 

industries, such as steel plants. 17 ) 

South Africa's economic policy calls for a complete re-

orientation of economic thought. More effective exploitation 

of our resources will contribute much towards the balancing of 

merchandise exports and imports. A reorientation of tho foreign 

policy to allow for bilateral contracts is a prerequisite for the 

application of such an internal policy, 

£ maximum or l ong-term target should be formulated and should 

apply fiscal policies which will curb or divert certain consumer 

tastes. It has already been sugges ted tha t a consumer tax on 

motor vehicles may be more effective than direct import control, 

since the former will have a more direct effect on the points 

calling for such action, while the economy will be free to find a 

better equilibrium between supply and demand. Under such 

conditions more attention can be given to real economic problems, 

such as a sustained rate of growth and full employment. 

16) Re ort of the Commission of Enquiry i · relatin to 
the Protection of Industries. U.G. 3 .3. 

17) The Economist, 15th August, 1959. P.414. 
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CHAPTER V. 

POST-WAR DEVELOPMENTS IN THE INTERNATIONAL 
ECONOMIC SPHERE . 

§ 1 Introduction: 

After each disturbance in the economic world a series of 

developments and planning take place . Some of t hese developments 

are the result of the changing conditions and must be regarded 

merely as periods of movement to new positions of equilibrium. 

These movements which may be regarded as natural structural 

changes happened smoothly and may also be the result of long-term 

trends . The economies of the world are in a continuous state of 

self adjustment and adaptation to new situations . This dynamic 

qua~ity occurs in the free society under the directive force of 

the price mechanism which many economists regard as the only 

effective form of adjustment . 

The economic world of today is largely the result, however , 

of definite directive intervention . In course of time man has 

reached the stage where he is trying to give guidance to the 

forces in the mat erial world •• Once such intervention has started 

the end of further planning cannot be foreseen . 

Our present-day world economy is comprised mainly of two 

totally different economic systemQ , namely the so-called free world 

on the one hand and the centrally planned economies on the other 

hand. The distinction between these two systems is complete and 

very definite in character. Not only are they based on different 

ideologies but each one has its own minimum and maximum targets 

which in thems elves do not differ so very much, because both 

are striving for maximum long-term human welfare . 

Each one of these two dominant systems has a very large and 

strong leader, economically as well as politically. Gn the one 
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hand we find the United States of America and on the other hand 

Soviet Russia . The economies of both these industrial giants are 

based on populations of about 160-200 million people . Both have 

large natural resources and have their origin in Western technology 

and Roman culture . Between them numerous countries are situated, 

some of whom were world leaders before the Second World War . 

Many of the post-war developments must be seen as a ttempts at 

crea ting a new system of equilibrium between these two i ndustr i al 

giants . 

Man has also tried to create a more l ogical world by way of 

international co-opera tion, planning and agreements . Attention 

is drawn to institutions such as 

(1) The General Agreement on Tariffs and Trade . 

(2) The Organisation for European Ec onomic Co­
operation, which has given rise to 

(a) The European Payments Union . 

(b) The European Monetary Union, which replaced 
the European Payments Union . 

(3) The World Bank for Recons truction and Development . 

(4) The International Monetary Fund . 

But apart from these developments another phenomenon in the 

economic world has made itself f elt more with grea t urgency . The 

integration of diffe rent economies and the merging or abolishment 

of customs boundaries are nothing new, but never before have these 

factors made t hemselves fel t with such finality and urgency as in 

the pe riod following the Second World War . 

The reasons for t his process of integration are quite clear . 

Before discussing them, however, attention must be given to 

definitions that have been formulated to describe the essence of 

the se developments. 

Prof . F . de Roos defines integration as "een aantal 
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economische subjekten dat zich heeft vereenigd om door gesament­

lijk op_treden, door middel van het ruilverkeer, de verdeling van 

het nationaal i nkomen, ten gunste van de groep te beinvloeden" . l) 

This definition also applies in the case of international integra­

tion movements, although the motives may embrace f actors other 

than the mere "exchange process" . As a matter of fact, most post­

war economic integration movements have been motivated mainly by 

political considerations . 2) 

Dr . G.H . J . Abeln defines economic integration as: "de toe­

nemende interdependentie der volkshuishoudingen, welke het gevolg 

is van de economische penetratie van elkaars markten11
•
3 ) 

According to this definition integration is actually a 

process of disintegration of the national economy as a sovereign 

and independent unit . It became more and more dependent on the 

products and economic activity of other countries . According to 

this viewpoint increasing trade between industralized countries is 

the best proof that integration is taking place . 4) 

The definition of Prof . de Roos is based on integration as a 

long-term phenomenon and the result of an absolute process . It 

embraces much more than mere economic integration, such as the 

abolishment of customs bar riers, but is based on the welfare of 

the group as an entity. Dr. Abeln ' s definition is based on 

integration as a short-term phenomenon and the result of a partial 

international process only . Distinction between absolute and 

partial integration is very important, because the division of 

1) Economisch-statistische Berichten No . 2127 of 9th April, 1959 . P.289 . 

2) Brown W.A. and Opie R. , American Foreign Assistance, Compiled 
for the Brookings Institution, Wisconsin , 1953 . P . 215-271 . 

3) Abeln G.H.J . , De Vri'handelszone als Economische Inte ratievorm 
voor West- Europa, Leiden, 195 • P . l . 

4) Abeln G.H. J ., De Vri'handelszone als Economische Inte ratievorm 
voor West- Europa, Leiden, 195 • P . 10 . 
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Western Europe into two regional blocs in 1958 happened as a result 

of a difference of opinion as to the degree of integra tion to be 

achieved . Dr . Abeln interprets absolute integration as : "een 

supranationale beleidsvorm, waarbij een central economisch, 

financieel en monetair beleid gevoerd word" . 5) 

Such a mutual policy will give rise to the removal of 

differences betwe en integrated units in the welfare niveau. The 

pooling of resources makes it possible to achieve projects which 

could otherwise not have been achieved . 

Partial integration is interpreted by Dr . Abeln as ~ "de 

integratievorm waarbij de handelsbelemmeringen tussen de landen 

verdwijnen maar waarbij de regeringen self verantwoordelijk blijven 

voor het economisch, financieel, en monetair evenwicht terwijl 

ieder land zijn eigen lasten draagt 11
•
6) The present differences 

between the various countrie s constituting the integrated unit 

will continue to exist . Prof . Hallstein, Chairman of the Commission 

of the European Economic Community, expressed the view that the 

dis-equilibrium will be increased under a system which aimed only 

at partial integration . His viewpoint will be discussed later . 

The movement expressed in the viewpoint of Kindleberger7), namely 

that the terms of trade have moved against the underdeveloped 

countries, will lead to the intensification of the degree of dis­

equilibrium in the case too of an area that has only been partially 

integrated . The more mobile factors of production will tend to 

move in the direction o: the more advantageous areas, while, 

increased production in the area as a whole will have a depressing 

effect on prices, and therefore also the effect of reducing the 

income of the r elatively poorer or less developed areas . 

5) 

6) 

7) 

Abeln G.H.J., De Vrijhandelszone als Economische Integratievorm 
voor West-Europa, Leiden, 1958 . P . 3 . 

Idem, P. 4 . 

Kindleberger C.P . , Terms of Trade, London, 1956. P . 239. 



72 

The European Economic Community and the European Free Trade 

Association are both based on partial integration. In the 

European Economic Community the degree of integration is much 

furthe :r advanced, however, than in the European Free Trade 

Association. The dynamic character and the political objectives 

of the Community will in future move in the direction of absolute 

integration . These two viewpoints express the philosophy behind 

the two directions of thought in present-day Europe . 

§ 2 The Economic arguments for Integration: 

The economic arguments for integration are virtually the 

same as those for free trade. Most economists agree that the 

abolishment of all customs barriers and tho lowering of all 

tariffs constitute a step in the direction of freer international 

movement of goods and services as well as the obtaining of all tho 

advantages of the comparative costs theory, as originally defined 

by Ricardo and defended by Professor von Haberler . 8) This is the 

old free-trade doctrine of grea ter productivity and prosperity of 

a region if barriers to trade between different parts of the region 

are broken down . 9) 

With certain economic principles as basis the task is to 

determine wha t benefits may be derived from l a rger mutual markets . 

The question is also whether these benefits will be distributed 

among all the inhabitants of the integrated society . The advan­

tages to be derived from such integration are the following; 

§ 2 . 1 Effects on Production and Productivity: 

The greater flow of goods between countries differently 

endowed wi th natural and human resources will permit of greater 

8) Von Haberler G., The Theory of International Trade, Geneva, 
1935 . P . 126. 

9) Robertson D.H., "European Integration" in Utility and all 
that, London, 1949 , P , 149 , 
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specialization with a larger total product as the result . Tibor 

Scitovsky in particu l a r regards the intensifica tion of competition 

a s the real benefit to be derived from integration . lo) This view­

point wa s cont ested by Sir Dennis Robertson who regards integration 

movements only as the beginning of bigger and better international 

cartels .
11

) It must be remembered that Duropean countries have a 

traditional monopolistic background and tha t it is not impossible 

that deve lopment may t ake place to curb competition . Should this 

happen many of t ho benefits of tho greater market may be de stroyed . 

When integre tion takes pl ace, tho average productivity of 

1 b · a r esult of12 )-a our may rise as 

(a) Changes in the consumers ' behaviour and the methods 

of production . 

(b) A rea l l oc a tion of production f actors among different 

producers . 

(c) Changes in t he volume, nature and directjon of 

investment .. 

This is a long-term effect, in contrast with (a) and 

(b) which are short-term effects . Control over the direction of 

investment is an essentia l requirement for any integration move­

ment . It is a t t he same time, howovor, the result of the forces 

of integra tion . 

The impact of integration on competition depends on the 

ava ilability of surplus capacity and idle resources13 ) . The 

10) Scitovsky T., Economic Theory and Western European Integration, 
London, 1958 , P, 110. 

11) Robertson D.R. , "European Integr a tion" in Utility and all that , 
London, 1949 . P. 149 . 

12) Scitovsky T . , Economic Theory and Western European Integration, 
London, 1958 . P. 19 . 

13) Idem, P. 20 . 
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integration of the diff erent countries may result in a "rejuvena­

tion11 of the competitive forces themselves . We may find that new 

processes are adopted, more modern machinery is installed and more 

aggressive competitive standa rds a re maintained . This will be all 

the more true if different degrees of monopolism or oligopolism 

exist in the different units to be integra ted . 14) 

It must also be r emembered that in some countries, such as 

France and Belgium, virtually every industry and business group 

has long been in the habit of asking , and the political power in 

obtaining, protection f r om the State in the f orm of trade restric-

tions , price ~~ia t 0nance scheme s and compensation systems, in 

order to ke ep their l east '.:l ffi.ci .€:..-1t TTJembers in business. 15) The 

existence of a high authority is likely to discourage this pheno­

menon drastically . Much will, however, depend on the policy 

f ormulated . 

The differences in the economic climates of the different 

countrie s, differenc es in t axation, social habits, business enter­

prise drive and awareness of marke t opportunities will have a 

groat impact on produc tivity . 16) 

All these effects will exert pressure on prices and the 

lowering of prices will exert pre ssure on the marginal producers 

to improve their methods or else to quit the market . 17 ) 

The result will be a chain of innovation effects with all 

the attaching b enefits which will gi ve rise to a greater social 

product , and therefore also to increa sed welfare, which, in turn, 

14) Idem, P . 20 . 

15) Idem, P . 21 . 
16) Scitovsky T., Economic Theory and Western European 

I ntegration, London, 1958. P.22 . 

17) Idem, P . 24 . 
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will increase consumption and bring to boar all its stimulating 

effects on production through economies of scale and optimum 

utilization of research and marketing facilities . 

The extent to which these theoretical possibilities will be 

exploited, will depend on the f actors of production at the dispo­

sal of the community and the quality of the policies adopted . 

2 . 2 Marketing advantages: 

In the modern world wi th tho rapid development of technology 

and the capital-intensive cha racter of most projects the big pro­

blem is to achieve equilibrium betvmen tho technical and economic 

optimum . Lowest costs per unit, and more rationalized marketing 

are the benefits to be derived from a bigger market . Entrepreneurs 

in charge of l a rge-scale projects seek ma rkets which will give a 

certain guarantee ~gainst changes in consumer tast e s and restric­

tions on resources . The diversity of resources in tho large in­

tegrat ed economy is not v ery like ly to contribute to scarcities, 

tariff measures and restrictive policies by foreign governments . 18) 

This is all the more true in the case of enterprises manufacturing 

luxury goods . Production and the marketing of luxury goods are 

easily affected by import restrictions in foreign countries . In 

the integr a t ed economy any measure t aken by the high authority 

must be taken against the background of the area as a whole . 

Trade can be ac ce l era ted when the tariff walls are lowered or 

removed . This is especial l y true of intra-area trade as a result 

of the economies of scale or lowe r prices resulting from the 

greater competition . Intensified competition and its beneficial 

effects on the application of better proces se s and the use of more 

effective mach ines can in the long run contribute considerably 

18) Idem, P . 27 . 
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tion derived from this process of rejuvenation may make its in­

fluence folt far beyond the boundarie s of tho integra ted unit and 

is therefore an international advantage . 

§ 2. 3 Allocation of output ~ 

Any reallocation of factors of product ion under the direct ive 

force of the price mechanism,and any r ealloca tion of output will 

f acilita te international tradc . 19 ) Scitovsky20 ) is of the opinion 

tha t not all abolition of quantitative r estrictions on intra­

European trade, carried out by the O. E . E . C. in its Trade Liberali­

za tion Program.ue 9 ha s had this effect in so f a r as an increase of 

intra-European trade is concerned . The share of intra-European 

trade in the total foreign trade of the O.E . E . C. countries only 

ros e from 42% in 193 8 to 47% in 1956 . He probably loses s i ght of 

the fact that production in Europe during this whol e period cannot 

be r 3garded as no rmal . Shortages of int ernational reserves and the 

fact that these re s erve s wore l a rgely used for the procurement of 

r aw mat erials contributed mo r e t han anything e l se to this particu­

l a r rigidity . In 1938, on the other hand, intra- trade may a lready 

have been ~tits maximum under the purcha sing power conditions 

v~1 ich in 1956 had not changed considerably from the pre- war pattern . 

In the agricu~tural sphere in part icular grea t advantages may 

be obta ined . ~xports agree that output and aver age l abour produc­

tivity could be raised in Western Europe by increased agricultural 

production in France and by a shift of horticulture to the South 

where l abour i s more pl ent iful and the climate more favourable . 21 ) 

19) Scitovsky T . , Economic Theori and Western European Integration, 
London, 1958 . P . 32 . 

20) Idem, P . 32 . 

21 ) Sci tovsky T , , Economic Theori and Western European Integration , 
London , 1958 . P . 33 . 
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This may especially be the case if Spain, Portugal and Gre ec e were 

to be included with France and Italy . Production of fruit in these 

countries and their associated t erritories in the tropics may 

increase considerably under the impact of Western European integra-

tion . 

2 . 4 Investment ~ 

A common Western European market may attract the inflow of 

American capital , especially if the establishment of such a market 

discourages the importa tion of goods from the United States of 

Arneri~a . 22 ) In less than 10 years time, U. S . industry almost 

trebled it s investment in Western Europe . In 1950 the total in­

vestment by the United Stat es industry in Western Europe amounted 

to 1. 7 billion dollars; it increased by 1959 to 4. 5 billion dollars 

and is now increasing even more rapidly under the impact of the 

European common market. 23 ) 

Apart from the free flow and pattern of investment funds a 

vigorous investment policy may also be followed by the high 

authority . The countries to be integrated in Europe have all had 

a high level of capital fqrmation . Tho reconstruction of their 

economies during the post-war years is ample proof of this fact . 

Furthermore 9 these countries may direct their surplus investment 

funds towards underdeveloped associated territories . 

No t all the integrated units in the post-war pe riod will have 

sufficient investment funds, however . The Latin-American group 

may have to find capital outside the area . 

§ 2.5 Trade-creating or Trade-diverting effects: 

Much has been said on this aspect of integration, especially 

by contracting parties of the GATT . 24 ) 

22) Idem, P . 44 . 
?.3) Chase Manhattan Bank, Report on Vlestern Europe, June-July, 1959. 
24) GATT, International Trade 1957-58, Geneva, 1959 . P . 295. 
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If _integration has other beneficial effects and these effects 

raise real incomes , it will have an i ncome effect on trade within 

the intogra ted unit as well as on trade vri th third countries , 

A regional development plan or integrated unit has as its 

basic requirement tho discr i mination principle in as much as 

development can only be achieved through the enjoyment of prefe­

rential treatment . This appl i es both in tho case of very small 

communities and in the case of international groups and cannot be 

objected to by any out s ide group . No other country realised this 

more ful ly than the Unit ed States of America, hence her ovm re­

strictive and protective economy and hor backing of the Vlestern 

European Community . 

A fundamental requiromcmt for the raising of worli prosperity 

lies in t he r ealization of the va lidity of the theory of compara­

tive a dvantage . At the other oxtremo is a maximum protection of 

agriculture and industrie s, discrimina tion against other countries, 

tha forma tion of c art e ls and the applica tion of monopolis t ic 

pra ct ices , all of which can in tho long run only distort the inter­

na tional production pa ttern . Any measur 's of this na ture will be 

countera cted in tho international sphere by the t ~king of retalia­

tory measures . Countrie s as dopondent on interna tiona l t rade as 

thos e which have shovm integration tendencies can never c:!-fford 

those ill effects . 

The inclusion of countrie s with differ ent outlooks in an 

i ntegration unit wil l have a modera ting effect on either side and 

may give rise to an incroaso in world trade . 

A classical example of tra de d i stortion is provided by tho 

dovel opmont of the butter trade be twe en tho Benelux countries and 

out siders (see Table XIV below) . 
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TABLE XIV 

Imports of Butter into the Bclgium­
Luxembour Union after tho Formation 
of the Benelux in 1948 Metric tons. 

:1937 1938 1954 1955 1956 . 
Imports from: 

The Ne therlands •• • 723 359 7145 8493 4798 
Other Countries .. • 1531 793 704 895 1021 . .. 

TOTAL . 
••• 0 • 0 • 0 •• 2254 1152 7849 93 88 5819 

Source ~ GATT , Tronds in International 
Trade, Genova , 1958. P . 119 . 

1957 

5162 
904 

6066 

It may be added that t his commodity is tho only one which 

has undergone an appreciable change in diroction. 25 ) The 

opposi tion of tho United Kingdom to the format ion of an economic 

Union between Belgium-Luxembourg, the Neth0rlands and other 

countries i s a good example of hor ,,:,tti tudc tO\-mrds tho European 

Economic Community . 26 ) Tho United Kingdom herself' has been trading 

mainly i n a sheltered area . 

On tho basis of the Convention of Os lo which still existed, 

Be l gium, Denmark, Finland , Luxembourg , tho Ne therlands, Norway and 

Sweden s i gned the Convention of tho Hague in May 1937. As in tho 

case of tho Conv ention of Oslo tho United Kingdom opposed the 

Convention of tho Hague on the grounds tha t it wa s an infringement 

of the principle of tho most-favoured nation clause . Tho 

principle of imp3rial pref er ence introduced in 1932, however, 

also ignored the most-favour ed nation clause . 

25) GATT, Trends in International Trade, Genova , 1958. P . 119 

26) Vvoisglass N! . , Bene lux, Amsterdam- Brussel, 1949. P. 12-13 . 
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This same lack of logic in the British foreign and domestic 

oconomic policy is noticeable in her attitude towards the European 

Economic Community . Hor proposals for· a European Free Trade 

comprising all seventeen members of the O.E .E . C. mus t be seen 

against this background. It was nothing else than an effort to 

prev ont the formation of a solid economic bloc where British pres­

tige would be submerged by other more fundamental issues. To 

quote from the Economist : 

"The spectacle of the British solemnly tolling the Europeans 

that those preferences arc sacred and untouchable while they are 

withering away behind Britain's back (New Zealand Trade Agreement ) 

has been odd . Those preferenc e s arc tho one trump card left in 

the Commonwealth hand . But thoy will be gone by tho time the 

Common 1farket reaches its final form • • • • . But as one s ettles 

down to contemplate a world without the Free Trade Association 

it becomes increas ingly clear tha t tho United Kingdom and Common­

wealth are going to ne Gd to u se a l l tho counters they can muster 

to come to terms with the CM . 

Tho economic arguments for going in seems strong - so strong 

indeod that one wondors why tho idea was not raised befor e . The 

answor is that it was not cont emplated seriously on political 

grounds . In his speech on Decembor 6th, Mr . Maudling soft­

podallod the economic a rguments and explained that we could not 

join the CM on political grounds . The chief opposition would not 

come from British industry (many firms do not even know tho 

diffe rence between the CM and a free trade area), but from 

Whitehall and some politicians . 

In concrete political torms there is only one detailed 

feature of the Treaty of Romo which prosonts a real domestic 

political problem: free movement of labour . Ot hor VJise the Labour 

Party ought to like joining the Keynes ian concept of expansive 
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full employment policies - plus rehabilitation.and investment 

funds - which underlies tho treaty ought to make a European 

market much more palatable to Labour than a Tory laissez -

faire FTA 11 27) . British qpposition to the formation and member­

ship of tho European Economic Community on political grounds and 

the reluctance to sacrifice imperial preferences which cannot bo 

of much value, must simply be soon as an effort to maintain the 

unity of the British Commonwealth of Nations . This does not form 

an a rgument for South Africa to join forces wi th the United 

Kingdom . South Africa ' s fo reign policy should be changed to con­

form to the facts given above . Backing of tho British opposition 

towards the EEC can only result in th provocation of ill feelings 

against So.uth Africa by the members of the. European Economic 

Community . To adopt a neutral position comes down to doing nothing 

~hile the opportunity exists to assoc i ate with a rigorous dynamic 

economic unit which tho EEC cl0arly is . 

The effects of integra tion may be summarised as: 

(a) short-term effects that is the imoodiate effects 

on production, production activities , resource 

allocation, income distribution and international 

trade, and 

(b) long-term effects, that is effects on i nves tment , 

structural change s floHing from (a) and tho changes 

in consumer s ' behaviour . 

There is no reason why these integr a tion movements will 

harm int~rnational trade . A h i gher standard of living, being the 

result of the factors explained, wil l load to a highe r purchasing 

power and a groator consumption economy with greater demand for 

int rnationally traded articles . All the countrie s t aking part in 

these integration movements are ·xtr~mely dependent on international 

27) The ~conomist, 27th December, 1958 . P . 1139 . 



82 

trade . The applica tion of an internal policy rather than an ex­

ternal policy will be r ostrictive on reciprocal trade with other 

countrie s and not only on imports . Greater self-support might 

result here and there but this is a phenomenon of everyday economic 

life even within national boundaries . 

Tho following quotation from Prof. Ludwig Erhard , German 

Minister of Economic Affairs, in his book Prosperity Through 

Competit ion, as quo ted in The Banker of December, 1958, sums up 

the position : 11The unresolved European questions, particularly 

the fu ture of the Common Marke t - vhe thor it should follow a more 

liberal policy towards other economic areas or breathe the so lfish 

spirit of economic inbreeding wh ich will sha rpen tho conflicts 

within the free world 11
, is an indication of thought ruling in 

post-v,ar Europe . 

The philosophy which has won rapid recognition aft er the 

Second World War, namely that it is an obligation of the other 

party to wi thhold damage from t he economi es threatened by any 

actions it may take , las been driven too far . Action should rather 

be based on t he closest bilateral consulta tion and with long-term 

objectives i n mind . 

3 Present-day integration movements: 

During the pas t few years the integr a tion movement has given 

birth to t wo ocono~ic blocs with the r esul t that the world is now 

divided into t he following r egional blocs (see Map I ) . 

(1) The Bri tish Commonwealth group wh ich already existed 

before tho Second Vfo rld .7ar, but which cannot be 

r egRr dod as an integra t ed unit . 

(2) The Si no- Sovie t Bl oc c omprising Sovie t Russ ia, 

Bulgaria, Rumania , Hungaria, Poland , Checkos lovakia , 
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China and Albany as well as parts of countries suc.h . 

as North Kor0e. , Nort h Vietnam and Eastern Germany . 

(3) ,The European Economic Community comprising Western 

Germany, Italy, Franco, Tho Netherlands, Belgium 

and Luxembourg with the ir dependent territorios, 

tho most important of which are French Wost Africa , 

French Equatorial Africa, Algeria, Madagascar, The 

Belgian Congo and tho No thorlands Antilles . 

(4) Tho ~uropoan Free Trade Associa tion comprising the 

United Kingdom, Sweden, Denmark, Portugal, Austria, 

Switzerland and Norway . Dependent territories will 

be included but on wha t basis is not cle e.r yet . 

(5) The La tin-American countries, i . e . all the countries 

of Latin- America from Mexico to the southernmost point 

of tho continent of America . 

(6) The independent i nt erna t ional countries which include 

all the other countrie s not mentioned . 

§ 3 , 1 The British Commonwealth Arca ~ 

Thero arc 34 countrie s constituting this group of nations ; 

they are organised on a volunta ry bas is without a constitution . 

Tho distinctive f eature of tho trade r elations among the various 

members of tho Commonwealth is tho pr of orontial tariff trea tment 

on a widely va rying scale tha t is exchanged among members, both in 

the case of independent and non-self-governing countries . This 

trea tment is somet imes based on a contractual basis a s a result of 

trade agreements and is some times a matt e r of i ndividual tariff 

policy . 

Commonweal th tariff pref or :mcos may be r uga rded as dating from 

tho beginning of tho t uentieth century . South Africa has been 

participa ting since 1903, but the connection between the different 
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countries will be discussed a s it flowad from the 1932 Ottawa 

Agr oomonts . These dot nils will be discussod in Chapt e r VI . 

Tho countries forming tho British Commonwealth of nations 

do not fo rm a natural integr a l unit a s a result of geographical 

f ac tors ( so o map I) . Tho ·who l e a r ea can, howovor , bo r .Jgarded as 

one i n which a considerable pnrt of the internat i onal trade is 

sheltered . 

The effect of t he r evi s i on of Imperia l pr-..ferences a t the 

/~32 Ottawa confe rence can be seen from Table No . XV. United 

Kingdom i mports from tho Cornr.1om1eal th i ncroasod f rom £.144 ■ 9 million 

in 1928-31 to £146 .3 million in 1933-36, while imports f rom othe r 

sources docroasod from £3 44 ■ 7 mil l i on in 1928-31 to £209 . 5 million 

in 1933-36 (Real valuos) . The applicat ion of the I mper i a l pre­

ference system w~s c l e~rly a grea t success i n a period char acterised 

by a low dogrce of economic nctivity. The same will not bo trud i n 

a period of expanding economic activity , unless the proferencial 

t a riffs a r e adjust ed to coincide ~ith price-movements which cl early 

cannot be tho case, especia lly under the GATT obligations of the 

Commomvoal th countrios . 

The mo ther country, the United Kingdom, is highly developed 

and industria lized nnd is dopondont t o a l a r ge ~xtont on the less 

deve loped countr i e s for thJ suppl y of rc.,w materia ls and foodstuffs . 

Of those countries Carn1da, Australia, New Zealand and the Union 

of South Afric a are the mo s t i mportant, s i nc e t hoy aro richly endowed 

with natural r esourc es ranging from agricul tural produce to the 

richest mineral rosourc os in t he world . At the one extrema is 

Sou th Africa and a t tho other New Zea l and . Their r e l at ively 

under- deve loped condition and the ir location have d i sc ouraged 

intra-trade rel a tions . These countries al so havo l a rge ~uropean 

populations with no r e l a tive scarcity of the entrepreneurial factor . 



Vihea t 

Butter 

~•ggs in shell 

Apples 

Bananas 

Oranges 

Cheese 

TABLE NO . XV. 

UNITED KINGDOM IMPORTS OF FOODST1.JFFS 2 TOBACCO 

AND BEVERAGES FROM THE COMMONWEALTH AND OTHER 

SOURCES 2 BEFORE AND AFTI;R THE OTTAWA AGREEMENT, 

DISTINGUISHING BEVEN MAJOR FOODSTUFFS AFFECTED 

BY NEW PRIGFERENCES . 1928-31 AND 1933- 36 . REAL 

VALUES ONLY. (&:=I\HLLION). 

1928- 31 1933- 36 

0 

Common Other 0 Common Other 
Health Sources Totali Weal th Sources . . 

20 .7 26 . 5 47 . 2: 22 . 5 9 ,3 

17 . 9 32 .o 49 . 9: 19 .3 18 . 6 

0.8 15 .7 16 . 5: 1.4 6,6 

3.9 3. 8 7.7: 4. 5 1.7 

1. 5 4.0 5. 5: 2. 5 2.1 

1.3 7. 9 9. 2: 1.4 6. 2 

11.8 1. 9 13 . 7: 6.4 0. 8 
0 

0 . 
Sum of Commodities listed 57 .9 91. 8 149 . 7 : 58 .0 45 .3 . . 
Other foodstuffs 87.0 252 . 9 339.9 . 88 .3 164 .3 

To t al food and beverages 144 . 9 344 .7 489 . 6; 146 .3 209 . ~ 

Total 

31.8 

37. 9 

8.o 

6. 2 

4. 6 

7. 6 

7. 2 

103 .3 

252 . 5 

322 , 8 

Source: GAr.rr ., The possible impac t of the European 
Economic Community , in particular the Common 
Mar ket, upon world trade, Geneva, 1957. P . 45. 



Trade is mainly with the mother country . 

A few of the other l oss important members include the Federa­

tion of the Rhodesias nnd Nyasal and, which is develop ing rapidly 

and with which South Afric a ha s very close geographical and economic 

as ~e ll as cultura l historical contacts, Ghana, Nigeria, Ceylon , 

India and Pakistan . 

The pr eferentia l system h~s often been the subject of fierce 

international disputes, since it is r egarded a s a discrimination 

unit . It is the direct opposite of the trade philosophy of the 

GATT. 

A natural group-disintegration process is continually t aking 

pl ace with the r ap id developm8nt of the member countries . 

§ 3 . 2 The Sino-Soviet Bloc ~ 

The countries constituting this Bloc all have centra lly 

planned economies, co-ordinated and directed f rom Sovie t Russia, 

exc ept China who conduc ts her ovm affairs and formula t e s her own 

policy . I nterna tional trade is carried ou t by sta t e-owned enter­

prices oper a ting oainly on a barter basis with other countries 

under bilateral agr eements . 28) Economic contac ts with the fre e 

world a r e increasing in i mportance and will continue to expand . 

Economic activity29 )in t his Bloc is v ery high and some of the members, 

notably the Sovie t Union, Poland and Checkoslovakia, have made 

important attempts to expand t r ade with the fre e world . 30) 

The ideological objectives of the Bloc and the aggressive 

character underlying their ideology, as we l l a s the economic 

28) GATT, International Trade 1957-58 , Geneva , 1959 . P . 265. 
29) I dem, P . 265 . 
30) United Nations, Horld ~,;conomic Survey 1958, New York, 1959 . 

P. 261-298 . 
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activity of the members which is geared to suit sta te objectives, 

have been the subject of much debate and tho cause of many negative 

measures by the Jest . 

3 . 3 Tho European Economic Community ~ 

The Community wa s established on a constitutional basis under 

t ~ -
the treaty of Rome, signed in 1957 . It was founded on tho basis 

of a compl e t e customs union which vra s to becoIJe a roali ty after a 

transition period of 12-15 years , divi ded into three stages . 31) 

Tariffs bGt wocn tho m"I!lbers would be gradually abolished and a 

common external t ariff was dravm up . This will be more fully dis­

cussed in Chapter VII . 

The forma tion of the Community is founded on a □ore absolute 

dogrec of economic integration t ~an h~d been thought possible . It 
. ,. 

envisage s far □ore penetra ting l ong-tor u objective s and ha s shown 

a highly dynamic nature since it s inception on the 1st January, 

1958 . The ::idoption of 2, common _agricul turnl policy in particular 

has g iven rise to many obj ections from other countries . Tho ngri­

cul tural provisions of tho Treaty ar e of particula r interest to a 

number of countries . In t e r ms of these prov isions tho institutions 

of the Community will nork in the direction of a common agricultural 

policy for the member s t ::i. t cs . Countries which are major exporters 

of agricultural produce f ear t h&t the evolution of this common 

policy, and in particular the possiblo recourse to I!linimum prices 

and long- t e r m contracts, might be detrinental to the ir trade with 

mombor State s of tho CoD.munity . 32 ) 

The fo r mation of the Community nc:.s act ivel y backed by the 

United 0t a t os of Ar::io rica . The political obj ectives of the Community 

w-ro found to dor.1ina t o the economic mot ives . The countrie s 

31) Seo Chapter VII, § 1 . 

32) GATT, International Tr~do_1957- 58, Gon~va, 1959. P . 294 , 
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constituting the Bloc are highly developed, but have different 

backgrounds . The six countries of the European :8conomic Community 

have extensiv~ trado cont~cts with each other (see Table XVI) . 

Intra-Six trade in primary products totalled an average of 2,028 

million dollars annually in 1953- 55, while import s from the rest 

of Continental I .stern :8urope totalled 1,329 o.illion dollars and 

exports to these countries 1 9 356 million dollars . Trade in manu­

factures betneon tho six Ha s considerably higher, u ith an annual 

average of 4,746 million dollars over the years 1953- 55 • Imports 

of manufacturos by the six countries from Continental Tiestern Europe 

amounted to an av0ra ge of 2,745 nill ion dolla rs annually, ,1hile 

exports amounted to 4 9 000 □illion dollars . Tho six countries ex­

ported rruch ~ore to tho other countries of Continental Western 

~urope - especially ~anufncturos - than they bought from these 

countries . The overall picture shows tho dogroo of integra tion of 

Hest :) rn '.Jurope o.n trc.de . The trade connections v.ri th North America, 

nhich is also a highly i ndustrialized area, c..s v7ell o.s trade con­

nections with non--industrialized count ries were also important . 

The six countries i r.1ported r.mch D.ore from North America than they 

exported to this nr0a . This picture changed considerably during 

the ye2rs 1956-5833 ), uhen import s from the United Stat os decreased . 

Total imports by tho six countries from non-industrial countries, 

with an aver age of 6,121 million dollars annually during the period 

1953-55, wore only slightly higher than exports to these countries . 

The composition of the import packet from these countries differed 

completely from that in the ca s e of the industrial are2.s . Imports 

of prinary products amounted to an average of 5816 million dolla rs 

annually during this p ,riod, as compared with only 305 million 

doll a rs in the ca se of r.1c1puf L,ctures, nhiLi exports of primary products 

to these countries amounted to an annual average of only 1,250 

33) Economic Report of the President, 1','ashington, 1959 . P . 29 . 



TABLE XVI. 

THE COMMODITY COMPOSITION OF THE TRADE OF THE 
SIX COUNTRI"ES, ANNUAL AVERAGE 1953-55 (MILLION DOLLARS, F.O.B.) 

Intra- European Trade Extr a- European Trade 

Among tho Imports Exports Imports Exports Imports Exports 
of the six Not from to Net from to 

six from Cont. to Cont. I mports North North I mports Non- Ind. l'Ion-Ind. countries w. Europe w. Europe America America areas areas 

Foodstuffs o ••• •••• •• 722 471 535 - 64 452 157 +385 2381 683 

Raw Materials .. ..... 690 773 364 + 409 555 157 +398 21ll5 219 

Fuels •• 0 • • •••• •••••• 616 85 457 - 372 148 6 +142 1020 3L1,8 

Primary Products .. .. 2028 1329 1356 - 27 1245 320 +925 5816 1250 

Capital Goods •• • 0 ••• 912 511,4 949 - 405 393 140 +253 22 1738 

Consumer Goods • • 0 •• • 705 373 736 - 363 87 274 -187 9/1, ll84 

Semi- Manufactures ... 1101 499 959 - 460 233 423 -190 189 1724 

Manufactures ..... ... 2718 l L).16 26,v, - 1228 713 837 - 124 305 4646 

Total OOOOOO OOO O<JO 4746 2745 4000 -1255 1958 1157 +801 6121 5896 

. , 

Source: G.A. T.T. The Possible Impact of the European Economic Community, in part i cular the Common Market 
upon World Trade, Geneva, 1957. P.16. 

Net 
Imports 

+1698 

+2196 

+ 672 

+4566 

-171 6 

- 1090 

-1535 

- 4Y, l 

+ 225 
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million dollars , as cornp.::.red with an annual average of 4,646 

million dollars in respect of manufacturos . 

The six countrie s a r c thor ofor8 highly dopendont on world 

and intra-:,Juropoan tr2-de . This f act will compel thorn to follow 

an outside trade policy and to t ake all ccononic contacts into 

consider a tion before they apply 2. ;i2.rticular policy . Vlhile imports 

fron non-industrial countries may bo roplacod by greater Bloc 

production , the export market will have to be maintained . The 

Comrnuni ty has a popul a tion of 165 i:1i llion 2.nd equals the United 

States on t ho one hand and Soviet Russi a on the other . 

§ 3 . 4 The European Free Trado Associationg 

The European Free Tra de Associat ion was established on the 

20th November 1959 with tho objoc ~ of s erving as a brake for tho 

Europ Jn.n Economic Comnu.nity . 34) It is tho outcono of tho attsmpt 

of Brita i n to unite tho 17 members of tho O. E .E . C. in a free trade 

a r ea r a ther t han n custo~s union . 35) As ha s boon explained, and 

i n correspondence with the points advanced by Dr . Abo ln, 36) it is 

based on conplot o fro do:·.1 for me mber countries . Tariffs arc to be 

abolished botweon m8mbers in stc~gos to coincide \7i th the periodical 

r eductions of to.r iffs by tho "'uropoan Economic Communi ty . 37 ) Tho 

purpose behind this is to establish a co rger or association between 

the tTTo Blocs, since it is felt that the ir problems might only bo 

increased if they nore to remain apart . 

Formation of tho European Fre e Trade Association W.:tS urged 

by tho unoxpoctodly dynamic qualities which tho Co~on 1brket bogan 

34) Tho Statist, 5th September , 1959. P . 187 . At the bost the 
European Freo Trade Association of seven would boa make- shift 
to ~Clot an omorgoncy and perpetuate i ndividuality . One compen­
sat i on for the sacrif ice of sover eignty made is tho i1m;1onso 
economic advantages tha t integration should bring . 

35) GATT, International Trade 1957-58, Genev a , 1959 . P . 296 . 

36) Abeln G. H.J., De Vrijhandolszono a ls Econonische Intcgrntievorm 
voor ~est- Europa, Leiden, 1958 . P . 2 . 

37) United Nations, World Dconomic Survey 1958, Now York, 1959 . P . 296 . 
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to show . A proposal by Be lgium recently that tho integr a tion pro-

cess between t ho six countrios constituting tho European Ec onomic 

Community should bo a ccelerated (6- 8 years), added to the urgency 

of the f ormat ion of t ho sec ond prof~ r ential a roa, naooly tho 

European Freo Trade As socia tion , 38)wi t h a view to ensuring solf­

prot ection . The Be l gian proposal was backed by all six govor nnents . 

The basis on whi ch the Europ0an Froo Trade Associa tion was 

founded loaves r,iuch to bo desired . Not only doos it lack tho in­

herent qualitie s of a compl te customs union, 39 ) but it is based 

on certificates of origin , proces s lists and numerous adfil inistra­

tivo requirements which must onsurJ tha t misuse will not occur . 

It i s f ol t t hat admi nistrgtivo me;asur . s c2.n frustrate a ll efforts 

toTTa rd s a freer trade . 

It a lso l a cks tho dynamic quality of tho "rejuvena tion" 

proc ess so t yp ical of a cor.:1pl 0t o economic integration proces s and 

i s ba sed on a series of short-term objectivos . 40 ) It is a lso felt 

tha t the anticipatod r:iorge r botweon t ho t wo Bloc s might neve r 

occur . I f thi s is t he case tho r otal i atory character of this 

economic Bloc may divide uu ropo permanently, i n which ca se many of 

the advantage s of · u r opean int egr at ion may be ruined . 

The dop3ndenc e of tho Blocs on each others ' trado, e s pecially 

some im:17ort t1nt members of each Bloc, mi ght - and this is tho nost 

poss ible solution - r esult in some form of associ~tion bet~een tho 

t wo Blocs . 

Seo Table XVII for an oxpl nm~tion of the trade po s ition of 

t he six countries constitu ting the .1-~u.ropoan :r~conomi c Community 

38)The Ec onomist, 17th Oc tober, 1959 . 

39)The St a ti st, 5t h Sept~Llbcr , 1959 • P . 187 . 
survive out s i de such ' econouic entities as 
u. s .s .R. 

No loose club cou ld 
the U. S . A. and the 

40)Tho F i nancial Time s, 21st lJovomber, 1959 . P.l. 

/ 
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and tho r es t of V!os t orn Europe . J xport of tho Six to tho rest of 

Western Europe is nearly as l crge as trade between the six coun­

tries thecselvas . Imports from tho other countries of Western 

Europe only f or~ about 57%, how2v or, of i mports between tho Six 

themselves . Tho Six has a f avour able balcnce of trade with the 

other countries of ·.'os t (, rn Euro pe which amounted to 1. 15 thousand 

million dollars per year over tho period 1953- 55 . 

Trade botueen tha Six end tha other couhtrios of Western 

Europe, under which the seven menbor countries of tho European Free 

Trade Association are by far the .os t important part of the total 

external trade of tho Six . 

TABLE XVII 

Inports and ~xports of tho Six Countries 
a nd the :aost of 1fostern Europe from and 
to Various Areas, Annual avo r cgo 2 1953- 55 • 

(Thousand nillicn dollars, f . o . b.) 

Tho Six Countries Rost of ~estorn Europe 
0 
0 

~Ne t Ne t 
Trading Pa rtners • ! ~TORTS: :CXPORTS : HI?OTITS: IMPORTS: ·...,XPORTS: I1IPORTS 
The six countries • 
Rest of W.Europe 
Intr~- ~uro . trade 

.America 
Japan 

Industri al Areas 
Dollar countries 
of Latin- America 
Rost of La tin- Am •• 
Overseas Sterl Ar . 
Overse.J.s Torrit . 
'.:astern Europe 
:S .Europo & USSR 
Rost of World 
Non-Indust .Area s 

WORLD 

4 .77 
2. 99 
7 . 76 
2.05 
0 .07 

9 ,88 

0 . 33 
0 .76 
2.00 

1.43 
O .32 
1.26 
6 . 10 

15 . 98 

4 . 77 
.i . 14 
8. 91 
1.17 
0 .09 

10 .17 

0 . 47 
0 . 64 
1.12 

1. 63 
0 ,36 
1.80 
6.02 

16 . 19 

0 . 4 . 14 2. 99 0 

-1. 15 : 3 .30 3 , 30 
-1.15 0 7. 44 6. 29 0 

+0 . 88 : 2. 25 1. 46 
- 0 .02 : 0 .08 0 .07 

0 

- 0 . 29 
0 

9. 77 7 . 82 . 
-. 

-0 . 14 . 0 . 26 0 . 29 
0 

- 0 . 12 0 o. 66 0 .37 
0 

- 0 . 88 0 3 , 75 3 . 78 
0 
0 

0 

- 0.20 0 0 .15 0 . 14 
0 

- 0 .04 0 0.50 0.43 
- 0 . 54 

: 
1.07 1.19 . 

+0 .08 0 6,39 6. 20 
u 

- 0 . 21 . 16 . 16 14 .02 . 

Source : GATT . The possible impa ct of tho 
European Economic Comnunity, in 
particular the Common l\!i:a rkot, upon 
World trado , Genova, 1957 . P . 14. 

+1.15 
0 

+1.15 
+0 . 79 
+0 .01 

+1.95 

- 0 .03 
+0 . 29 
- 0 .03 

+0 .01 
+0.07 
- 0 . 12 
+0 . 19 

+2 . 14 
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Tho dependence on each other ' s trade shows a high degree of natural 

integr a tion . 

of time11) 

The combining of the two blocs is me r e ly a que s tion 

Any r ecession of magnitude will has ton the pooling of 

r esource s and the signing of a formal Agreement of I ntegration . 

From Nap I it will be seen tha t t ho European Free Trade 

Assoc i at ion group does not fo ro a natural trading bloc . Austria 

and Swi tzerland border on the Si x v~1ile Portugal is completely 

cut off by the Six . Brita in, Denmark , Norway and Sweden form tho 

only more or less geographica l unit . Lack of geogr a phica l concen­

trat i on ha s probably been an i mportant consider at ion in favour of 

a free trade area with Britain . 

§ 3 . 5 The Latin- AnGr ican Bloc g 

The t 117enty r e public s i n La tin-Amer ica f orm a natural trading 

ar ea, a l though trade b':l t m:J on them is v ,, r y l ow, . being 3t i n the 

case of the dolla r countrie s42 ) and 10% in t ho ca se of the non­

dollar countries43 ) . This i ndica tes a l ack of o c ono□ic inter-de-

pondence amongs t tho group . Al l those countries a re r ol a tively 

underdeveloped and a re dependent on the Uni t ed Sta t es of Americ a 

and Western Europe44 ) f or the supply of the ir trade requirement s . 

The Republic of 1ifos t :i rn Ger many and t he centrally directed countr i es 

were the f irst to rea li se t h i s . 45) 

Tho principal obstacle i n tho vray of expansion in this area 

i s the fact th~t the efforts to promote growth wero made i n t wenty 

separa te "wat ertight" cor.1partmonts, the reason for this being tha t 

th0 national raarkets of those countries were too narrow and the ir 

r esources too limited for the r a t o of growth required for the 

raising of living s t andards . 46 ) 

41) The Financj_al Times , 21 s t November , 1959 . P. 1. 
42) GATT , I nterna tional Trado 1957-58, Geneva , 1959 . P . 129 . 
43) Idem, P. 134 . 
44) I dem, P . 129 . 
45) Idem, P. 114 and 214 . 
46) The F'inancial Times, 12th May , 1959 . P . 5 . 
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During th0 pas t t en years t h i s problem has ,be en given serious 

cons ide r a tion by the Organi sut i on of American St a tes, the Economic, 

Commi ss ioner f or Latin- Amer ica and tho Organisa tion of Central 

American States . Tho pl ans for a f ree-tr ade area i n Central 

America have a lrGady been approved by the countries concerned . 

Experts of Brazil, Argentina , Chile £.nd Uruquay hn,v e also sub­

mitted plans for an i ntegr a t ed market . 47 ) 

The political i ns t ability does not favou r economic co-opera­

tion , but the relative scarcity of production factors, the small­

ness of the marke t s ~nd tho uneven a llocat ion of natural resources 

will, under 1\mo rican l cade r shi :9, work in the direction of econoraic 

i nt egrat ion . The area forns a natura l t radinc bloc, as can be 

seen from Map I. No r eason exist s 7hy this bloc shou ld not poo l 

resources once tho politica l probloDs have been solvod . 48 ) 

3 , 6 Independent I nt ernat i onal Economic Countr i esg 

The countries which do no t belong to one of the blocs a lready 

discussed wil l probably not merge with the ot he r s . The exceptions 

are Finland vrh ich might join tho European :B'ree Trade Association, 

Greece and Turkey which havo alrea dy applied for associa tion with 

t he European Econora i c Community, and Spain which will probably a l so 

bo absorbed by one of t ho Wes t ern European blocs . Tho other 

c ountries included und0r thi s gr oup are t he United St ates of 

America, South Vie tnam, The Lebanon , Thailand, The Phillipines, 

Jordan, Tai van , North Korea , Japan , I srael, The Republic of Iraq, 

Indonesia, Bur ma , The Bahre in Islands, Ar ab i a , Yugoslavia and 

Egypt . 

Those countries are f or tho most part far avmy from one 

ano t he r and will b0long economically to the blocs bordering on 

47) GATT , Int ernational Trade 1957- 58 , Geneva, 1959. P . 296 

48) The United Nations Review, October , 1959 . P . 37 , 
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thorn . The majority belong to the Arabian- Asian Bloc where the 

ideological and strong feeling of coherence will speed up integra­

tion, a lthough thG countries a r e generally dependent on one or 

t wo products · such as petroleum and cotton . Integration on1:Ccount 

of ~olitical motives is moro like ly to take place . These countries 

a re a group in t heoselvos and will vanish a s independent entities 

with tho notable exception of the United St a tes of Amoricc . 

§ 4 Post- war Economic Policy in 7cstJ rn Jurope: 

The early effort s at int Jgr ~tion aft e r the Second World War 

were concentra ted on setting free, tha t is the r 0mova l of qualita­

tive r astrictions, abo lishmdnt of quotas and tho development of 

multila teral cl0a ring through t h o IIi'Urop D .. n Payments Union. 

In tho ~iddle of 1947 European Econo□ic recovery was 

seriously threatened by shortages of raw oatoria ls and foodstuffs 

as a r e sul t of tho precarious position of internationa l reserves . 

Tho direct outcome of thi s trouble vm .. s t ho fos t ering of tho Marshall 

Plan and the for□at ion of the Cor.unission f or ~uropoan Econooic 

Co-operation . On tho 2nd April, 1948, t hG Congress of t he United 

States of America promulgat ed tho "Economic Co- oper a tion Act" under 

which a id wa s g iven to Europe . These deve lopments wore the begin­

ning of the European integr a tion movement . The i mnedi a te aims were 

to increase production, to eliminate restrictions on trade , to 

i ncrease financ i a l st~bility and to ensure full e□ployment . Tho 

direct r osul t we. s the folJ.m··!i ng ( quoted from t he :Jconomisch Sta tistisch 

Berichten)) z "ii iermode begon e on volkomen niem-,e wij ze van in­

ternasionale snmowerking in Europa . Dit ligt tans tien j o, ren 

achter ons . In d~zo tion jar on of beter ge zegd~ van 1947 tot 1957, 

s togen do industriele n agrarische produktie i n Europa met resp . 

120% en 50%, do uitvoor n~ de re s t van do wereld en het bruto­

nationaa l produkt per hoofd der bovolking mot resp . 180% on 55% . 
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Geen dezer resultaten is, zegt het 9e verslag van de O.E .E.C., 

he t u itsluitende en direkte gevolg van de activiteiten van de 

O.E.E.C., geen dezer r esulta ten zou echter so spoedig bereikt 

zijn zonder he t systeem van samewerking11
•
49 ) 

In 1954 a ll the Western European countries were again faced 

with shortages of international reserves without ~hich they could 

no t hope to obtain the raw materials and foodstuffs essential to 

their r ecovery programmes and production schedules. Tho r esul t 

of this crisis was the formation of the European Payments Union 

under the guidance of the O.E .E. C, to prevent the conclusion of 

bilateral-payment agreements which could only lead to restrictions. 

"Het systeem der bilaterale betalingsakkoorden berus in wezen 

op va l utaire discriminatie , gediscr imineerd werd tegen betalin­

gen aan landen die wel, en ten gunste van betal ingen aan landen 

die geen convertible valuta verlangden voor hun exporten en 

diensten 11
•
50 ) 

To eliminate the regional character of the European Pay­

ments Union the European Monetary Agreement was concluded in 

1955, but this Agreement only came into operation in December, 

1958, because full conve11tibility of the important world curren­

cies was a prerequisite f or i ts eff ective functioning. 51 ) The 

composition and structure of these Agreements are not important 

for this thesis . What is important, however, is that co-opera­

tion on a r egional and international basis took place on such 

a scale . Full co-operation was impeded , however, by the reluc­

tance of the s even countrie s now constituting the European Free 

Trade Association to f orm a full customs union with the Six.~/. 

49) Dconomisch - Statistische Eerichten 9 4th June, 1958. P,443 

50) Economisch - Statistische Berichten 1 21st January, 1959 . 
P . 44 . 

51) I dem, P .44 
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§ 4.1 Post- war Commercial Pol icy~ 

The philosophy was spread through the GATT that trade 

barriers should be attacked on a world wide basis rather than 

on a regional basis. The GATT policy had its limitations, how­

ever, because similar commercial policy criteria could not very 

well be applied to countries as diverse economically as Burma 

~nd Afghanistan or Swit zerland and the United States . 

The GATT rules of tariff concessions on a reciprocal basis 

were bound to fail for three reasons 2 

(a) The unequality of existing t ariff levels between different 

countries . A comparison of South Africa ' s bargaining position 

with her rela tively low t ar i f f r a tes as against that of the United 

St a tes of America with very hiGh r a tes is a good example . A 

. small reduction in the South Afric an t a riff mi ght be of much 

grea t e r weight than e fa irly l a rge reduction in the very much 

higher American tariff rate . South Africa would soon be in a 

position where a f urther round of tariff reductions or tarif f 

concessions might not be po ss ible . Changing domestic conditions 

might necessita te the rebinding of certain tariffs, unde r which 

circums tances no tariffs might be available to offer as compensa­

tion for those unbound . 

(b) The existence of many forms of trade res trictions other than 

the tc.riffs and taxes permissable under Article III of the GATT 

ins truments . These have found wi de-spread application after the 

Se cond World War. Administrative measures for the regulati on of 

trade a r e becoming more important every day. In thi s connection 

a ttention is dravm to the health regulat ions of the United States 

of America and the Ehtosanitory regul a tions of Italy . 

The pressure which exist s in Germany and some other European 

countries to maintain rest r ictions on imports of certain 
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manufactured and raw materials from Asiatic countries is, however, 

only one particula r manifestation of the more gen.eral problems of 

acc e ss to the markets of the more indus trialized countrie s encoun-

tered by exports from relatively under- developed countries . 

The inability of the GATT to solve these and many other pro­

blems, such as O. ~. E . C. - discrimination against other countries 

under the pretext of balance-of-.r.:iayments problet1s which do not 

exist any more, has made this an organisation of very little value . 

(c) The disequilibrium of f a ctor alloca tion in the international 

sphere does not constitute a case for free trade . To quote from 

the Viljoen report g "Analytically it can be shovm that under 

conditions of perfect competition and the free international ex­

change of goods, the resources of a country will tend to be dis­

tributed be tween different uses in such a way tha t the marginal 

private net product of r esourc es in every di fferent sphere of in­

vestment i s equal. Leaving out of account differences between 

the marginal private and msrginal social net products, this i s a 

necessa ry condition f or the optimum alloca tion of resources . But 

the deduction that fre e tr2-dc vrould, therefore, be the best policy 

for a country to pursue, even under the conditions generally postu­

l a ted by tho f ree trs de theory, namely tha t all resources are 
. 

fully employed and that external equilibrium is maintained, would 

be correct only in a st~tic society. For although the equality 

of the margina l social not products of resources in all different 

uses is an essential condition f or the optimum distribut ion of 

resources, there may be a lternative a rrangements of a country ' s 

resources, whether they compl y with th is condition or not, that 

could raise the country' s income and economic welfare to a higher 

rela tive maximum than the one attained unde r free trade . Free 

trade may, in other words, be the condition necessary to secure the 

optimum utilization of resourc es within any given pattern of 
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production, but protection, ~l though in itself not fulfilling the 

requirements of equi-marginal yields, may be necessary to call 

forth the innovations that will jerk the economic system from one 

relative maximum to another higher absolute level 11
•
52 ) Meade's 

"modified free- trade position" serves as a further proof . 53 ) 

It i s felt tha t internat ional organisations and co- operative 

efforts do not give enough attention to the problems of under­

developed countrie s . Nor do they base their recommendations on 

scientific facts, such a s t he above . To apply measures and formu­

late policies to be applied on a universal basis under conditions 

which do not exist, do not add to any optimis t i c expec t ations fo r 

tho future . 

The efforts of the International B~nk f or Reconstruction and 

Development contributed nothing towards lessening this factor 

inequality o~ the develoDment probl ems . Nei ther have the funds 

of tho International Monetary Fund been adequate to absorb the 

effects of economic fluctuations . Tho whole concept of interna­

tional trade and development is considered to re~t upon the wrong 

assumption, namely that the same policy is applicab le to every 

country in the world, irrespective of it s sta te of development or 

factor allocation . 

§ 5 Conclusion. 

The position today is as follows: 

(1) ReBiona l - integration economic blocs, each based on a 

different phi lo sophy , wore created E.fter the Second World Har . 

(2) The world was divided i nto two l arf;c ideological systems , 

::,ach with its own tradition. The one is based on the mechanism 

of the "invis ible hand 11 of Alfred Marshal l, namely a free economy 

52) Re or t of t he Comn.1iss ion of En uir, into Polic Rela tin · to 
the Pro t ection of Industries, U. G. No . 36 1958, P . l > as quoted 
from Pigou . A. C. The Economics of We lfare , Second Ldition) P . 12~ 

53) Meade J .E . , Tho Balance of Payments i n 
national Economic Policy, Volume J, Lo 
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and froo intc·rnational trade, and tho other on a centrally · directed 

economy, based on comnrunity of property and stat o-trading. 

(3) Countries obta in membership of world organisations with­

out a clear and dynamic approa ch to world problems . Theso organi­

sations do not have a definite mandate and a r o organised on the 

principle of universal rulos and r egulations. The success of the 

Colombo Plan may be montionod as an example of int ernational co­

opvration and aid on a strict r egional basis . 

(4) The European Ec onomic Community was established on a 

dynamic basis under political inspiration and tho rate a t which 

it has advanced may create a now condition of balance in Lurope 

with far- roaching effect s on the r es t of the world . 

(5) Europe cannot stay divided into two conflicting groups . 

Associa tion of Britain wi~h any of these blocs will moan the end 

of imperial preferences . Many of the countries enjoying proforen­

ces in this she ltered ma rke t will have to find new marke ts for 

their products . Even if Brita in is not forced to abolish imperial 

preferences the dynamic qualities of the integrated units will 

nullify the va lue of the margins of preference which have been 

freezed under the GATT . For South Africa to belong to a static 

unit where the main instruments f or the controlling of economic 

growth cannot be adapted to dynamic conditions can only mean that 

the economic welfare of this country i s at s take . It will be 

shown in Chapter VI that impPrial preferences are of very little 

value to South Africa , or of no value a t all . The adherenc e to 

an obsolete mercantile system founded on juridical obligations 

must be regarded as a burden on economic freed om which is 

es sential i n a world divided by power groups and strong national 

economic :policies . Deve lopment s within these blocs, which will be 

discussed in Chapt~rs VI, VII and VIII, clearly call for the 

closest contact with these blocs in order to participate i n any 

economic advantages whioh might arise . 
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(6) The condition in the integrated states will change 

under the stimulus of the expanded market, the co-ordinated 

agricultural policies in the European Economic Community and the 

"re-juvenated" effect of the greater competition foreseen by 

Tibor Scitovsky. Whatever the position or direction of develop­

ment of these integrated blocs, the effect on i nternational trade 

will be considerable . It will be in the interes t of South Africa 

to maintain the closest contact with the most dynamic bloc, 

namely the European Economic Community . 

(7) Outside countries will have to formulate a dynamic 

approach to this phenomenon and must reali s e that pressure on the 

groups or blocs is bound to fail against the combined determina­

tion of the United St ate s of America and the Blocs concerned. 

In this connection att ention is drawn to the opinion expressed 

by Dr . Luttig (rc: .P . Mayfair) in the House of Assembly that South 

Africa has given too little a ttention to the Common Market which 

came into being a t the beginning of 1959 . The South African pub­

lic, it is felt , has been left in the dark about Government 

policy concerning the developments in Europe . Any measures which 

have to be t aken in future will come as a shock to industrialists 

and traders. 

South Africa must reorientate her existing external trade 

relations in order to cope with the problems posed by the European 

Economic Community in particular . No preference area should be 

established, but economic contacts should be established under 

closer association especially under long-term contracts in order 

to foster certain internal development s in South Africa which have 

a lready been discussed . The same applies in respect of developments 

in Latin-America where a different approach is nec e ssary as a re­

sult of different political and economic conditions . 

The maintenance of a dogmatic approach towards these develop­

ments can only harm the alrea dy precarious and unbalanced external 

sector . 



U.K. 
Tariff 

Item 

(1) 

04.03 
04 .05 
03.03 
10.05 
11.01 
08.02 
08.06 
08.04 
08.07 

08.06 
08.07 
08.12 
08.04 
20.06 
20.06 
20.06 
20.06 
20.06 
20.07 
20.07 
11.08 
17.01 

22.05 

22.05 

24.01 

12.01 
25.24 
15.04 
32.01 

TABLE XX. 

I 
IMPORTS FROM SOUTH AFRICA BY THE UNITED KINGDOM OF THE MOST IMPORTANT TEMS 

ON WHICH A PREFERENCE IS A . 0 ED TO .A. AND R MMONID1\LTH COUNTRIES. YEAR 1957. 

Description 

( 2) 

Butter .......... ~ ...... . 
Eggs in shell •••··•••••• 
Crawfish, canned·· · ••·•• 
Mealies, flat white • •••• 
Mealie Meal••••·•·•·•••• 
Oranges, sweet, fresh ••• 
Apples, fresh••··•···••• 
Grapes, fresh ••••••••••• 
Peaches and Nectarines, 
fresh .. c o ••••••••••••••• 

Pears, fresh· · ······•••• 
Plums, fresh ••• . • ••••••• 
Apricots , dried ••••••••• 
Raisins and Sultanas •·•• 
Apricots, canned •.•••••• 
Peaches, canned ••• • ••. • • 
Pears, canned••· · ··· · •·• 
Pineappl es, canned • • •••• 
Fruit salad, canned ••••• 
Grape juice •••••••.•.••• 
Fruit juice, other •••••• 
Maize starch •••••••••••• 
Sugar unrefined •.• • ••••. 

Wine, light •••• . •••••••• 

Wine, heavy . •••••••••••• 

Tobacco, unmanufactured. 

Groundnut s • • • • • . • • . • • • • • 
Asb estos, crude ••••••••• 
Sperm oil, unrefined •••• 
Wattle bark, extract ••• 

1 (CONTRACTUAL PREFERENCES ONLY) 

Value of Imports 
from South Africa 

t 

(3) 

273,274 
345,768 
165,562 

3,511,322 
2,548,227 
8,261,820 
2,394,558 
2,342,930 

117,004 
1,481,720 

193,005 
80,696 

149,505 
1,390,340 
3,856,614 
1,130,992 
2,162,907 

678,259 
133,935 
262,796 
253,346 

4,785,207 

61,070 

776,019 

105,955 

1,725,250 
1,590,138 

379,381 
1,899,583 

£43,057,183 

% of 
Total 

Imports 

(4) 

.27 
17.8 

100. 
73.3 
78.1 
39.2 
16.6 
46.0 

13.7 
30. 6 
26.9 
22.2 
1.6 

69. 3 
51.3 
19. 5 
30.4 
56.9 
39.'8 
38.1 
10.2 
3.0 

1.1 

9.3 

.10 

9.6 
15.9 
30.1 
85.3 

Value of Imports 
from other Common­
wealth Countries 

£ 

( 5) 

56,887,025 
456,628 

1,281,169 
699,527 

1,378,180 
7,584,409 

333,406 

1,601,217 
3,316 
6,868 

4,225,467 
553,735 

1,984,012 
4,305,554 
4,607,916 

440,759 
125,286 
176,536 
-

88,644,992 

591,475 

252,300 

34,215,463 

15,532,000 
8,361,000 

544,000 
325,469 

% of 
Total 

Imports 

(6) 

57~2 
23.4 
-

26.7 
21.4 

6.5 
52.7 
6.6 

33.0 
.4 

1.8 
44.5 
27.6 
26.4 
74.2 
64.6 
37.0 
37.3 
25.6 

61.0 

11.0 

3.0 

40.5 

86.3 
83.4 
43.2 
14.7 

Value of Imports 
from Foreign 
countries 

£ 

(7) 

42,322,606 
1,136,411 

13,666 
11,424,111 
4,412,084 
2,411,193 

732,796 
1,762,047 

520,302 
276,561 

5,115,857 
59,429 

1,671,181 
365,407 
357,001 
70,913 
76,463 

250,357 
2,239,251 

51,978,840 

4,709,060 

7,338,048 

50,044,700 

739,363 
70,126 

335,837 

% of 
Total 

Imports 

(8) 

42.5 
58.1 

.5 
54.2 
30.7 
47.4 

86.3 
36.4 
72.7 
76.0 
53.9 
3.1 

22.3 
6.3 
5.0 
6.1 

22.9 
36.3 
89.8 
36.0 

87.9 

87.7 

59.4 

4.1 
.7 

26.7 

Tot~l 
Impo~ts 

(9) 

99,48 ,905 
1,95 ,ooo 

16 , 760 
4, 79 , 248 
3,26 ,420 

21,06 ,111 
14,39 ,051 
5,08 ,373 

84 ,800 
4,84 ,984 

71 , 623 
36 ,125 

9,49 ,829 
2,00 ,522 
7,51 ,807 
5,80 ,953 
7,11 ,824 
1,18 ,931 

33 ,684 
68 ,744 

2,49 , 600 
144,30 ,039 

5,36 ,605 

8,36~,362 

84,36~,203 

18,00~,ooo 
10,02 ,136 
1, 26 , 158 
2,22 ,052 

Duty on 
S.A. 

Produce 

(10) 

Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 

Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 
Free 

Full Rate 

(11) 

15/- per cwt 
1/6 per 120 

IC>% 
10% 
10% 
3/6 per cwt 
4/6 per cwt 
14/- per cwt 

14/- per cwt 
4/6 per cwt 
9/4 per cwt 
8/- per cwt 
8/6 per cwt 
12% 
12% 
12% 
12% 

Free 5/6 per cwt 
Free 10% 
Free H>% 
Free 7~ 

Margin of preference 3/10 
per cwt 

Margin of preference 2/­
per gallon 

Margin of preference 4/-
per gallon 

Margin of preference 1/6½ 
per lb. 

10% 
IC>% 
1<>% 

Free 
Free 
Free 
Free H>% 

Column (12) as a percentage of column (3)g 8.5% 

Sources g (1) Annual Statement of the Trade of the United Kingdom with Commonwealth Count ries and Foreign Countries, 1957. Volume II. 

(2) Trade Agreement between the Union of South Africa and the United Kingdom, Treaty Seri es No. 11 (1932) Pretoria, 1934. 
(3) H. M. Customs and Excise Tariff of the United Kingdom, London, 1958. 
(4) The British Commonwealth, Commonwealth Preference and the Sterling Area, Federat ion of Briti~h Industries, London, 1958. 

Calculated 
Value 

i, 

(12) 

15,735 
15,029 
16,556 

351,132 
254,823 
412,890 
109,580 
187,419 

11,700 
75,163 
11,490 
2,412 

11,610 
166,840 
462,794 
135,719 
84,864 
17,858 
13,394 
26,279 
19,000 

413,364 

13,535 

240,743 

44,533 
172,525 
159,014 
37,938 

189,958 

£3,673,897 
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CHAPT:::DR VI . 

SOUTH AFRICA ' S TR.ADZ AND ~CONOMIC POSITION 
AS A MBWJ.BBR OF THE Ik::PJ RIAL PRJFERENCE 

SYSTEM . 

§ I Inperial Preferences~ 

The principle of imperial preferences was fully developed at 

the Ottawa Conference in 1932 . Imperial preferences is the name 

given to the system according to which the countries of the 

Commonwealth grant each other various concessions in their cus­

toms duties, on a contractuall) or a non- contractual basis2), with 

the object of increasing the flow of intra-Commom,eal th trade3 ) . 

The average margin of preference was gradually modified by new 

international agreements, price changes and mutual reductions 

with a view to prot9cting domestic industries . 

Although imperial preferences as a comprehensive system of 

contr actual tariff preferences came into existence in 1932, its 

origin can be trac ed back to the U.K. Navigation Act of 1660 and 

subsequent navigation acts, which excluded foreign ships from 

carrying trade between Bri tain and its colonial territories . 

With the repeal of the Corn Laws in 1846 the United Kingdom 

changed from mercantilism to free trade . The commercial policy of 

"mercantilism" which involved discrimination against imported 

goods by means of high t a riffs and unequal tariff treatment of 

imports from different countries was replaced by a policy of free 

trade which allowed no discrimination in tax treatment between 

locally produced e oods and imported goods, or discrimination in 

t ax treatment between i mports from different countries . 

After the Franco-Prussian War of 1871 this policy was re­

v ersed and replaced by a policy of increasing protection . South 

1) See Chapter VI, 5 1. 1 .Artie le 4, 9 an_d 11. 
2) Preferences on a non-contractual basis may be changed or 

abolished a t any time without consulting the other country . 

3) Centra l office of Information, Imperial Preference, London , 
April, 1957 . P. 1. 
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Africa introduced preferences on imports from the United Kingdom 

in 1903 , but it was _only in 1915, during the emergency of the 

First 1jforld War, that Britain made its first major departure from 

free trade with the introduction of the "Mc Kenna" duties on 

motor vehicles, clocks, musical instruments, watches and films . 

The world economic depres s ion of 1929-33 result ed in a considera­

ble change of policy . The United Kingdom' s difficulties in 

balancing its external accounts were greatly increased by the 

sharp increases in many foreign t ariffs, e.g. the Hawley-Smoot 

tariff in the United States of America , and by the introduction 

of quotas and exchange control in several countries . ]{a inly in 

order to secure some bargaining power in the f ace of these threats 

to its exports, but also to restrict imports in order to combat 

the wide-spread unemployment which then existed and to offer 

advantages to the Commonwealth, the United Kingdom Government , 

efter imposing prohibitive duties as a shortl term emergency 

measure , passed the Import Duties Act of February, 1932 . 4) This 

Act, which denoted a decisive change in the British t a~iff policy, 

imposed a general ad va lorem duty of 10% on all imports from 

foreign countries . 

§ 1 . 1 The Ottawa Agreements 1932 . 

The Imperia l Economic Conference held in Ottawa in 1932 gave 

r ise to the conclusion of agreements between the United Kin~dom· and 

other Cornmonvre.:i.l th countries for the exchange of reciprocal pre­

ferential tariffs . 

The most import ant a rticles as far as the agreement with 

South Africa is concerned, are 5): 

Article 3. The United KingdOlll Government will pass legislation 

4) Idem, P . 2 . 

5) Only the most i mportant a rticles and schedules have been 
extracted for the purpose of this thesis . 
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necessary to secure to South Afr ican goods of t he kinds specified 

in Schedule C vn1ich comply with tho law and s t a tutory regulations 

for t he time being i n force af fecting the gr ant of imp0rial pre­

fere nce1 the margins of preference6) specified therein over 

similar foreign goods . 

Article 4 . His r.:a jesty' s Gover nment in the Uni ted Kingdom under­

takes tha t the general ad valorem duty of 10% imposed by section 

I of tho Import Dutie s Ac t, 1932 , on foreign goods specified in 

Schedu le D shal l not be reduced except with the consent of the 

Govornrnent of the Union of South Africa and that the exi s ting 

pref erential ma r g i n on sugar and wine (except ••• ) shall not be 

reduced withou t the l i ke consent . 

Article 9. The Government of the Union of South Africa will im-

pose on foreign trade of the kind specj_fied in Schedule F the 

specific du ties shov1m in t ha t Schedule and undertake not to make 

any alterations in t he exi s ting r a tes of duty on similar United 

Kingdom goods which wil l r esult in a decrease in the mar gin of 

preference now ac c orded . 

Article 11 . The Government of the Union of South Africa undertakes 

not to lower the existing margins of preference over similar 

f ore ign goods now a ccordod to the Uni t ed Ki ngdom goods of the kinds 

specif ied in Schedule G. 

South Africa is not compelled t o extend pr ofe r ences under the 

Agr eement a ccorded to the United Kingdom t o colonies under the 

auspic es of the -ynited Kingdom if the colonies do not 0xtend 

pr eference s to South Africa . 

Schedule A 

As regards eggs, poul try, butter, chee se and other milk 

6) Margin of pr efer ence means the absolute difference be t we en 
the mos t -favoured-nation rate of duty and the pr eferential 
r a te of duty for the like produc t a nd not the proportionate 
relation between t Lese r a tes . 
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products, ·fre e entry for produce of the Union of South ,~fri ca 

will bo continued for three yoars . 

After . three yaars, in consultat ion with the Union of South 

Africa, a revision may bo made . 

Schedule B 

Oranges, raw 

Grapefruit, raw 

3/6 

5/-

per cwt . from 1st April to 30th Nov . 

" " II " " 

Peaches and Nectarines , 
raw 14/- per cwt . from 1/12 - 31/3 

Maize, flat, white 

Butter 

Eggs in shell 

10% ad valorem throughout the year . 

15/- per cwt . throughout the year . 

" 

a) No t exceeding 14 lb . 
in ·weigh t per hundred . 1/- per great hundred throughout the year . 

Schedule D 

Wattle bark and tanning extracts made therefrom . 

Maize products . 

Asbestos 

Dried fruits, other than currants, not specified in B 

Fruit preserved by chomicals or artificial heat other than 
fruit preserved by sugar . 

Fruit juices . 

Whale oil and whal e products . 

Crayfish . 

Hake, frosh . 

Oyster-shell grit . 

Groundnut s. 

Lucerne seed . 

Kaffircorn and meal. 

Box-wood . 

Po t at oes . 

Sausage casing s . 

Ostrich feathers . 

Schedule E 

Commodity . 

Ex 19 Fish, tinned (not specially 
provided for) 

Margin of preference over 
similar foreign goods . 

l ½tl . per lb . 
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Cranes, Bucket Conveyors, Vacuum 
Cleaners, e tc . , also included . 

Schedule F 

Piece-goods, underc lothing . 

Schedule G. 

Cheese, full-cre am 

Foods . 

Hosiery 

Hops 

Laces 

Piece- goods ( exc luding under- Cutlery 
clothing) 

Iron and Steel Lamps and lampware etc . 

An important article in tha agreements with other Dominiums 

was tha t the import s of chilled and frozen be0f, frozen mutton 

and lamb, bacon and ham from non-British countries would be 

controllod . 7) 

§ 1 . 2 Modifications of Im2erial Proferences . --
Imperia l proforoncos concerning South Africa wore modified in 

1938 with the conclusion of the United Kingdom/Unit ed State s and 

Canadian/United St.l.tes Agreements of 1938, in terms of which the 

United Kingdom and Canada undertook to mod i:ffy certa in preferential 

advantages ~hich they had received in each other ' s markets in re­

turn f or conces s ions in the United St a tes tariff , made possible 

by tho United States Reciprocal Trade Agreements Act of 1934 . 

Since the Sec ond Y!orld Viar the general level of imperial pre­

forcmce was lowered as a result of bilateral agreements with other 

countries, and more particularly as a result of multilatoral 

tariff negotiations carr i 0d out under the auspices of tho GATT . 

The effoct of imperial p:..·ofercnce was also reduced by rising 

vrorld prices which lessened the ad valorcm incidence of duties 

7) Reference i s made to this article because i t will bo one of 
the most troublesome in any association with the European 
Free TrcJ.cl, Associa tion, notably Denmark . 
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levied on a specific basis . 8) 

Under article I of tho General Agreement on Tariffs and 

Trade the raising of pref erences ~r o prohibited 9 except with 

the agreement of the contracting parties . 9 ) 

§ 2 South Africa and Imperial Preferences . 

Apart from products of tho United Kingdom, preferences are 

also accorded by South Afr i ca to a limited number of products of 

10) 11) 12) . Now Zealand , Canada , Ceylon and tho non-se lf-governing 

areas . 

Tho as soc iat ion of the Union of Sou th Africa wi th imperial 

preferences na s a lready examined in 1924 by the Boe rd of Trade 

and Industri os13 ) . The Board defined i mperial preference as 

11 a direct off shoot of the morc antilist policy of national state-

building vrhich oxist0d in J::]uropo to an intense degree during t he 

period 1500 - 1776 11
•
14) I n spite of the fact that South Africa 

was definitel y aga inst the gr anting of preferGnccs , the sclwmo 

was carriod through in 1903, and. a proferenco of 25% of tho duty 

was gr anted on Britioh goods Ylhoro such goods woru classified 

under ad valorom r a t os . In 1906 profor onco was cons:i.dorably 

cxtonded15) • 

8) It u il l bG soon f rom tho Lgr ooment wit h South Africa t ha t 
most of tho moro important margins on her produce aro specific 
duties . 

9) The Economist, 4th Apri l, 1959 . P . 18 . Prefe~oncc wi ll 
probably l as t only during the transition period of the European 
Economic Comr:mni ty ( 12 - 15 year s ) . 

10) No Agroomont botweon South Africa and New Zealand could bo traced . 
11) Trade A r oomont botueon tho Union of South Africa and t ho Dominion 

of Canada, Troaty Series No . 12 1932 • 
12) Trade Agre omont between t ho Union of South Africa and the United 

Kingdom, Treaty seri es No . II (1932 . 
13) Report No . 46 of the Boar d of Trade and I ndustries, "South Africa 

and Imperial Preference" Prot or i a 1 1924 . 
14) Drs . A .J . Bruwor and i¼ .H. dG Kock wore cha irman and member of 

the Board respectively . 
15) Idem, P .3. 
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Tho value of South African articles import ed by England in 

1920 on which preference was gr anted under the above provi sion 

amounted to £650 ,000, wher eas imports from Grea t Britain i nto 

South Africa amounted to £55 ,700 9 000 9 on this amount rebates to­

talling £1 ,314, 000 were allou ed . In its report tho Board directed 

att ention to the followi ng~ 

(1) The Brit ish manufacturor t akes full advantage of the 

preference accorded by South Afric a and incroasos h i s export price 

accordingly. In view of South Africa ' s traditional trade contac ts 

with the United Ki ngdom and t he type of products bought this point 

of view is i mportant . 16 ) 

(2) Local importers may pocket the preference and tho con-

sumer may nover see it . Tho amount of the preference would in 

this case only be a loss for the consumer and not for South Africa . 

(3) Protection to South Africa ' s local industries are 

weakene d by tho contractua l obligations . Article II of tho Agree­

ment be t ween the Union of South Afr i ca and the United Kingdom 

r efers specifically to the extention of prefer ences under tho 

Agreement to coloni e s unde r tho auspices of the Unit ed Kingdom on 

a reciproca l bas is . South Africa has had many problems under this 

article as far as protection aga inst imports from Hong Kong is 

concerned . 

(4) Sou th Africa does not ge t a quid pro guo on the present 

basis of imperia l pref er ence in view of its one-sidedness . This 

argument was considerably vreakoned after the conclus ion of the 

Agreement of 1932 ~ 

(5) The South African Treasury sacrifices a substantial 

amount of revenue annually l a r ge l y for tho benefit of the British 

manufacturers . This a r gument has also lost mos t of its weight, 

16) I mports fro m the United Kingdom were mainly t extiles and 
apparel , and machinery which a r e products whoso output can 
be adapt od to conditions of de:mand, i. e . ,-,hose prices can 
be dot8rmined by the seller . 
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as will be shown lat er. 

(6 ) South Af r ica ' s discrimination under the scheme against 

foreign countries has made enemies . ~ven when a foreign country 

is receiving most- favoured nation treatment17 ) from South Africa 

he s till has to face the co□petition from countries enjoying ~re­

ference in the South African market . Most-favoured nation trea t -

ment is thus not a strong enough incentive to expand trade 

relations with South Africa . :Before a new trade "climate " can be 

crea ted for the es t ablishment of new ~conomic contacts this source 

of discrimination must be abolished . 

The f ollowing recommendations of the :Board were of particula r 

importance ~ 

1) That pr0feronces on goods from the United Kingd om and de pen­

dent :British possessions should be r educ ed to a g_uid pro 

g_uo_ basis . 

2) That preference should take the f orm of the granting of 

minimum rates on certain specified artic les selected by 

negotia tion with due considera tion to the relat ive needs of 

Union industry, the Union Treasury and the expor t trade of 

the countries concerned , 

3) That tariff concessions should not s eriously decr3ase revenue 

ea rnings or cause harm to loca l industries . 

4) That preference should only be allowed on :British goods con­

taining 75% of :Briti sh labour and ma terials. 

5) That South Africa ' s 3xternal tariff should be divided into i 

a preferential tariff for imports of Commonwealth origin ; 

an intermedia te tariff which could be used as a basis for 

negotia ting commercia l treaties with foreign countries, and 

a general tariff applicable to imports from other countries. 

17) \Then a State binds itself not to give worse treatment to 
import s from anothe r State than it gives to imports from 
any other Stat e . Von Haberler G., Theory of I nt ernational 
trade, Geneva, 1935 , P . 363 . 
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§ 2 . 1 Pre s ent Position of Imperial Preferences and 
South Africa . 

Before making a valuation of imperial preference for South 

Africa, an attempt will be made to evaluate the quantitative value 

of proferonces18) accorded to and by South Africa . Any attempt 

to determine the quantitave value of the preference s must take 

a ccount of t he following problems : 

1) To determine the difference bet,veen the amount which the 

South African exporter would ge t without pre: erence and the amount 

which he would got with pr eference would not be correct, owing to 

the following possibilit i e!9) . 

(a) The value .of a pr Gference for a particular country is 

determined by the direction of the taxation shift, and the 

direction of the shi~ depends on the elasticity of supply 

and demand . If supply ~nd demand is rel a tively unelastic, 

the burden of a tariff will be shifted on the consumer . A 

product of South Afr ica under this category i s canned craw­

fish ( see Table XX) • it t the other end of the extreme are 

ra i sins and sultanas in the cas e of wl1ich the exporter wil l 

have to carry the burden of a t ariff. l=ost of South Africa ' s 

fruit on whiclt c. preference is en.joyed , is so ld by auction 

with the result that the exporter will have to face the 

tar i ff duty . 

(b) It is possible tha t the merchants or agents doal in0 Tiith 

the product mi6ht pocket tho amount of the preference. 

The "normal" trade pa tt :, rn may become distorted and. the 

preference may have an influence on production standards and rat iona­

lization moasm.1 ·) s . The producer wi l l be i nclined to pay le ss 

18) Sou th Africa doe s not give non-contractual prefer ence to any 
member of the British Comn onwealth. 

19) This is the official valuation of the preferences . 
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attention to produc tion costs with the result that he may find 

himself in a position completely different from the "normal 11 

posit ion . A profit of 10% on capital outlay may be enougl to 

satisfy stockhold , rs 9 whil e this 107! might merely be the preference 

he enjoyed . It may thus be a rgued that preferences in a market 

tend to reduce compe tition . ~7hen competition is reduced the in­

centive f or r a tionalization measures falls away with the r esult 

that the producer fi nds himself unable to compete? should t he 

preferential ma rke t be disturbo& by t he abolition of preferences 

or new development s in countrie s which do not en joy such pr3ferences . 

It must be assumed that several i ndustries in South Africa 

will have to face this problem when the sheltered market in the 

United Kingdom falls 2.,way . The shock effect on the South African 

economy may be substant ial . I n t his conns ction a more sound and 

realist ic appro~ch towards the effec t of pref erence in a particular 

market on Sou th African i ndustries must also be consider ed . The 

pure distortional eff ect will be discus s ed l a ter. The problem of 

determining the 11 normal 11 position makes valuation of preferences 

for the i ndustry and tho country of no use . 

§ 2 . 2 A Quanti t at ive Bva luation of ~mperial Preferences 
for South Africa:-

The year 1957 was chosen for a study of the influence and 

value of imperial ~r eference? for the following r easons : 

a) The year 1957 was a more 11 normal 11 year than 1958 9 

which was characterised by l arge fluctua tions in the 

prices of most of the items traded wi thin the Commonw0alth 

and which enjoyed pr ef3rence . 

b) United Kingdom stat is t ics for 1958 were not ye t 

av a ilable . This s ource of s t atist ics vras of gr::;nt va lue . 

c) There would be no significant differences fr om year 

to y ea r in respect of i terns trade(l between t he countries . 



110 

Attention was paid only to trade between South Africa 20) , 

the United Kingdom, Canada, New Zealand and Ceylon, for the 

following reasons ~ 

a) The Federwtion of the Rhod.esias and Nyasaland was 

excluded on accou~t of the special trade position between 

the territories and the existence of special trade arrange-

ments under a s eparate agreement . 

b) Trade with the colonies dep0nde~t on Brita in (covered 

by Article II of the Agreement between South Afri ca and the 

United Kingdom) is negligible and will change with the 

gaini ng of independence by these areas in the near future . 

Gnly slight attention will be paid to Canada and New Zealand , 

because intra- trade bs t we en these Dominions and tho Union is small 

and of a sporadic na ture. ~ttention will be focused on the United 

Kingdom to which South Africa exported £106,57 6,903 out of a total 

of £178,044,713 export ed. to all Commonwealth countries in 1958 5 

(Fedor ..., tion of Rhodc s ias and Nyasaland £49,085,113 ) and from which 

merchandise to the value of £187,446, 859 wa s imported in 1958 . 

(Total im~ort s f rom all Commonv oalth countries amount to ~250,265,008) . 

From Table XVIII and XIX it can be seen that exports of South 

Afr ican produce to Canada , New Zealand and Ceylon which enjoyed 

preferences fori:1ed a high perc entage of the total exports to these 

countries . 'l'he s ame applies to impor ts . The relatively sma ll 

importance of trade with the s0 countries does not warrdnt nuch 

attention to t he value of pr of orences as a factor contributing 

towards trade be t ween them and South Africa . In rr;any cases trade 

was bilateral, as in tho case of South Africa and Canada . ~xports 

to th~t country was domina ted by the item rraize which constituted 

20) Trade bot vmon the Uni on of Sou th Africa and the Commonwealth 
of Au s tralia i s regulated by Treaty Series II (1935) and only 
makes provision for most-fa.vourod- nation treatment, hence no 
preferential treatment . 
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TABLE XVIII. 

PREF~RENCES ENJ OYED BY SOUTH AFRICAN PRODUCE DURING THE YEAR 1957 . 

Count ry Number of Value of TDxpor ts Total Export s 3 as a We i ghed value 1) 
Export it ems en joying Prefer enc e to t he Country % of 4 of Preference 

(1) (2) ( 3) (4) ( 5) ( 6) 

Contractual Preferences £ £ £ 

United Kingdom · ·••0 00 0 0 00 0 00"1 1" 0 ·0 · 67 459071,553 ll0,103,720 40 . 9 4 ,196, 783 
Canada • ••• • •••••••••••• • •0 0 00 0 0000 57 1,400 ,500 1,709,474 81.9 105 ,000 
Now Zealand ·• •o o ooooo o o O O l" OOO OOOOO 16 ll8, 000 1,177 , 289 10. 0 94,000 

/ 

Total ········ ·· ···· ·· ·· ···· ·· ·· (b) £46,589,553 £112,990 ,483 41. 2 ( a ) £4,395, 783 

( a) as a perc entage of (b) 9 . 4 

Non-C ontractual Preferences 

United Kingdom ····· · ·· • •00 0000 00 00 9,996,245 110,103, 720 9 . 1 1,118,512 
Canada · ····· ···••000 0 000000000000 0 588,000 1,709, 474 34 . 1~ 31,707 
New Zealand 000 0 0 00 00 0000 0000 00 00 0 0 713,038 1,177, 289 60. 6 116 ,682 
Ceyl on • •• •0•0000000 0 0 0 0 0000 000 000 0 231,701 317, 896 72. 8 23,826 

Total oo o o oo ooo ooo c- ooo ooo c o o oooo (b) £11,528 , 984 £ll3 9308,379 10. 2 ( a ) £1,299 ,727 

(a) as a percentage of (b) 11. 3 

1) The absolute difference which the South African exporter will have to pay at M.F.N. rates in the different 
markets and the amount payable under preferential treatment . 

Source g Figures f or the United Kingdom were obtained from t he Annual Statement of the Trade of the Uni ted Kingdom with 
Commonwealth Countries and Foreign Countries, 1957. Volume II, and H. M. Customs and Excise Tariff of the 
United Kingdom, London, 1958 . Figures for the other countries were obtained from Foreign Trade Statistics, 
1957, Volume II . Department of Cus toms and Excise, Pre toria. 



TABLE XIX. 

PREFEru,~CES ACCORDED TO THE PRODUCE OF OTHER C OMMONVvEALTH 
COUNTRIES IN THE SOUTH AFRICAN MARKET DURING THE YEAR 1957 . 

Country Number of Value of Imports Total I mports 3 as a Wei ghed value l) 
Import items enjoying Preference from the Country % of 4 of Preference 

( 1) (2) (3) (4 ) ( 5) (6) 

Contractual Preferences £ £ £ 

United Kingdom . ..•.......•..... 0 0 • - 67,158,000 179,186,930 37.5 2,801 , 000 
Canada • • • • 0 ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ti ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ - 5,800,250 16, 954,844 34 .2 156,000 
Now Zealand ••• o oo••••••••••••••• •• - 64, 000 296,341 21. 6 2,000 
British 1.iV'e st Indios 0 0 0 0 ♦ ♦ ♦ ♦ ♦ 0 ♦ 0 0 0 0 - 210,000 332,741 63 . 1 19,850 
British Non- Governing areas 
(Mostly in East Africa) .. .... ... .. - 1,795,000 3,789,996 47 . 3 72,000 

(b) £75,027,250 £200,560,852 ( a) £3, 050,580 

(a) as a percentage of (b) 4 ,1% 

1) The absolute difference which the Commonwealth exporter will have to pay at M.F ,N . rates in the South African 
market and tho amount payable under preferential treatment. 

Source: Department of Customs and Excise, Foreign Trade Stati stics, 1957 9 Volume I. 
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38.0% of the total exports to that country in 1957 and on which 

the calculated value of preference was only £4509 . In the case of 

New Zealand, prunes constituted such an item wi th a weight of 84% 

and a calculated value of only £97 7• The geographic factor plays 

an import ant · role in the trade between the dominions . Future 

developments in the international sphere will force these countries 

to trade with the countrie s nearest to them 7 except whe re an 

absolute advantage oxists . (See Map I). 

§ 3 South Africa's trade with the United Kingdom . 

Since 1910 the United Kingdom has without doubt been the most 

important trading partner of South Africa and of most other 

Dominions 9 such as New Zealand and Australia . 

The reasons for this are~ 

1) Imperial preference . 

2) Historical and political ties which have been partly 

the objectives of imperial preference . 

3) Tho difference in the requirements of the two economies . 

Britain requires foodstuffs and raw materials which 

South Africa can supply and South Africa requires manu­

factures which Britain can supply . 

In 1957 South Africa enjoyed contractua l preference over 

foreign suppli ors in the British market on produce worth £45. 2 

million 7 £43 million being in respect of the 29 items enumerated in 

Table XX . The supplying position of South Africa can also be seen 

from Table XX and indicates South Africa ' s importance a s a source 

for Britain ' s purchase s . This supplying position r anges from 100.0% 

in the case of canned crawfish to .1% in the case of unmanufactured 

tobacco . The difference be tween tho 29 items in Table XV which 

totalled £43 million and the 67 items in Table XVIII tota lling 

£45 . 2 million r epresents the 38 less important items with a money 
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value of about £2 .2 million . Preference on these 38 items may at 

any time be offered to the British authorit i es in exchange for 

SoEth ~frica~s obliga tions towards Britai n . The abolishment of 

preferences on these items will pave the way for economic contacts 

with other countrie s . The psychological impact which imperial 

preference has on tho formulators of South Africa's foreign economic 

policy will t hus be broken and they will be compelled to formula t e 

a new a pproach to compensate for advantages lost in this way . 

Such a change of circumstances wil l have a stimulating effect on 

t he Sou th African econom_y, but de_finite steps should be taken to 

es t ablish dynamic contacts with other countries , Under the pre-

ference obligations such stops have been impossible. The impor-

tance of the 38 11 deadn items in South Africa ' s export packet wil l 

probably decrea se still further in future . 

-v Of tho 29 i toms in Table XX butter i s a lrea dy in short 

supply in South Africa ' s domestic markGt 9 whil e the Uni ted Kingdom 

produces enough eggs for her domes tic ma r ke t a s a r e sult of he r 

price support to the agricultura l community . Although the margin 

of pr eference on canned fruit 9 i s fairly h i gh (1 2% 9 only 10% of 

which i s gua r anteed) 9 the excell ent na tural qua l ity of the raw 

mat 0rial should safeguard South Africa ' s position . 21 ) The abolish-

ment of preferences will give ri s e to a nholc series of rationali­

zation efforts which will l ead to the i mprovement of standard and 

21) The General Dealer, October 9 1959 9 is t he publica tion of an 
authori tive c onsum8r s ' co-op0r a tive group in the United Kingdom . 
A survey conducted by the paper confir:nod tho supreme quality 
of South Afric an f ruit 9 ospocia lly pe aches . The paper a lso 
mentioned a d iscussion with an executive of the Apricot and 
Peach Growe rs ' Associa tion i n South Afric a YTho said in an inter­
view tha t the cann ing f &ctorios receive poaches according to 
gr ades and although they also ac cept under- grade peaches , they 
do not pay the f a rmers for thorn. A s tricter control will be 
kept on gr ades this year to ensure qua lity and it is poss ible 
tha t gr ade s may be improved. Much depend on hov1 S . A. canners 
process the poaches sent to them by t he f a rmers . 
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manufacturing processes . This will enable South African export8rs 

to compot e i n any foreign market, something which a t present they 

are unable t o do . 

The position of fresh fruit differs completely from that of any 

other product exported by South Africa to the United Kingdom because 

all fruit a re sold by auction, while other products are sold by 

contract . Ther e is 9 thus 9 no possibility to carry the duty burden 

forward to the consumer . Because of this condition special 

attention will now be given to the position of fresh fruit exports . 

The United Kingdom is the most important market for South 

African fruit, especially oranges. During 1957 and 1958 the export 

position of oranges to this market wa s a s follows ~ 

:,:,;xports to tho U .K. as 
a% of total exports to 
all countries 

1958 

Quantity 
c,-rt . 

Value 
£ 

~uantity 
cwt . 

Source: Department of Customs and ~xcise, 
Foreign Trade Stati s tics, 1958 . 

1957 

Value 

From Table XV it will be soon that imports by the United 

Kingdom of oranges from South Africa totalled 39 , 2% of total imports 

from all sources in 1957. Another 6. 5% was supplied by other 

Commonweal th countries, which means that South Africa is the only 

important Commonwealth supplier. The major port ion of the imports 9 

namely 54 . 2%, was supplied by third countries, such as Israel and 

Spain . With the liberal isation of imports from the dollar areas, 

countries other than South Africa will bo f aced with competition 

from the United States . South Africa, howevor , enjoys protection 

in the seasonal factor . 
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The importanc e of imperial preferenc e may bo seen from the 

fact tha t duty of 3/6 p r cwt was payab l e by third countr i es, while 

Commonwealth products entered duty fre e . Duri ng t he years 1957 and 

1958 the average price per cwt i n the United Ki ngdom was £2.9 .0. 

A duty of 3/6 on the proce eds at this pric e amount s to approx ima t ely 

7% which would have to be mot by the exporter if duties were 

payable , which i s unc ertain and depends on Ilr i t a i n I s tariff 

policy . Any duty will be absorbed by the exporter, because sales 

by auction do not allow of the shift of duty to the consumer, which 

means tha t South African exporters will rece ive 7% le ss for oranges 

exported to this ma r ke t . With t he abolishment of preferences, 

however, duty may be abolished altogether, in which case the South 

African exporter will not su s tain any l osses . If a duty of 3/6 

had been payable, an amount of about £412,890 would have been paid 

on the 1957 exports, which is not exce ssive ( see Table XV). On 

the other hand, if a dut y has been payabl e more fruit would 

probably have been sold on the European and other marke ts v.rhe re 

entranc e is f ree, 

The abolishment of i mperial pr 0forenc e on this particu l ar 

and a few other products wil l harm South frica 1 s i nterests onl y 

i f a duty on i mports is maintained . The few industri e s which will 

be harmed will qui ckly adap t themselves to the new c onditions 

bocauso the extra burden vrill no t be excess i ve , 

The posit ion of gr apes in the marke t of t he Uni ted Kingdom 

will be different because a duty of 14/- per cvrt is payable by 

third countries . During 1957 and 1958 the export posi tion of 

grapes fr om South Africa to the market of the United Kingdom was 

as fol lows ~ 
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Quanti ty 
cwt . 

1958 

Value 
£ . . 

1957 

Quantity 
cwt . 

Value 
£ 

332,937 2,122,353f 276,542 1,466,591 

Exports to the United 
Kingdom as a% of 
exports to all countries 

Source : Department of Customs and Excise : 
Foreign Trade Statistics, 1958 . 

This gives a price of approximately £6 . 6.0. per cwt and the 

full duty as a percentage of the proceeds amounts to approximately 

11%, which is considorably higher than that in the case of oranges . 

Aga in the positi on of South African produce will depend on the 

overall position when preferential treatment has fallen away. In 

1957 South Africa delivered 46.0% of total Brit i sh imports while 

third countries supplied 47 -4% and other Commonwealth countries 

only 6. 6% . The position without preferential treatment will depend 

on the level of the duty which may be abolished altogether . 

An a rgument which counts agains t no duty at all is the fact 

th~t the duty will have to be carried by the South African exporter~. 

because all sales are done by auction . There is no argument of 

raising the British co st of living but only a loss of revenue to 

the British trea:·sury . 

The position of South African fruit exports in the British 

market will fluctuate between these t wo extremes and depends on 

the he i ght of tho rate of duty and the pr ices reali sed by the 

consignments. The United Kingdom has always been and will 

probably r emain the most important market for South African fruit . 

These commodity items are tho most sensitive of the 28 

items which enjoy a considerable preference in the British market. 
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The seasonal factor makcs it hi ghly improbable tha t the United 

Kingdom will be a sk0d by the European economic blocs to abolish 

imperial preferences . South Afr ica should be careful not to harm 

the interest s of South African exporters as far as fruit is con­

cerned . On the other hand, various technique s may be applied in 

t he different fruit indus trie s to absorb tho 7% to 11% decline of 

proceeds which will follow if no preferential trea tment is enjoyed 

in the United Kingdom market . 

It may be wi se to concentra te more on other markets in order 

to avoid too great a dependence on British marke ts. Potential 

markets of importance for OI'anges a re tho Sino-Sovie t Bloc, the 

North Ame rica' s, South Jas t Asia and the African countries . South 

Africa will al so be well advised to study the export potential of 

Brazil which• has increased export s of oranges appreciably during 

1956 and 1957 , and which a lso lies in the Southern hemisphere, 

hence no seasonal protoction . 22 ) 

As i n the case of other items in her export packe t South 

Africa must study int er national deve lopments in detail . Ec onomic 

integr a tion in Latin- America may stimulate the production of 

oranges cons i derably . Production nay also be stimulatod by the 

European Economic Community in the Be l g i an Congo and othe r 

associa t ed territories . Should t his happen the external foreign 

marke t for Sou th Afric an oranges may be serious l y jeopardised . A 

timely study will enable the authorities to reorientate tho domest ic 

i ndustry accordingly . The citrus industry in South Afri ca has 

flourished under tho impa ct of the large Uni ted Ki ngdom market 

where a preference is being enjoyed, but it is still an open 

question whether th i s marke t has not been built up at the expense 

22) Citrus Control Board, Annual Report f or the pe riod 1 February 
1957 2 to 31 January 2 1958 . P ,7 , 



117 

of the South _frican consumer . 

Contractual preferences were al lowed by the United Kingdom on 

South African exports which constitute a v ory essential part of 

the r ow materials and foodstuffs required by her industries and 

population . South Africa ' s position in the markGt of the United 

Kingdom i s in many ins t ances in no wuy dopondent on these preferen­

ces . Abolishment of the prof2rences will in many cases lead to 

the improvement of production me thods and the raising of quality 

which may only be beneficial in the long run. 

South Africa does not givo non-contractual preferences to 

exports of the United Kingdom, but enjoys non-contr~ctual preference 

on nearly £10 million worth of products exported in 1957 ( see 

Table XVIII). The United Kingdom may at any moment and without 

prior notifica tion abolish the se pr Gforenc os which have been ex­

tended to all Commonwealth countries and which a r c mostly of a 

margin of 10%. These non-contractual preferences in particular can 

severely damLlge the South African economy by the dis tortion of 

certain economi c sectors such as tho hardboard i ndustry which enjoy 

a non-contractual preference of 10% in tho United Kingdom market 

and which has invostod great amounts of money during the last few 

ye&rs to supply this particular marke t. The unfamiliarity of the 

South African public vii th the many ca tches in this intricate trade 

system may lead to decisions which must aft8rwards be seen as 

having been based on wrong as sumptions . It is not a lways correct 

to keep the management responsible and it would be in the national 

int ,nest if Government policy could be formulated to eliminate 

this extensive source of error . 

Bxports of the United Kingdom which enj oyed c ontractual 

preference in the South African market were valued at £67 .2 million 

in 1957 and exceeded South Africa's exports enjoying similar 

treatment in the United Kingdom by £8 million . The preference 
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enjoyed by products of the United Kingdom was, howev er, only- 4 . 1% 

and cannot be regarded as of much value in the modern world . 23 ) 

Thus preference may be disregarded as a factor contributing towards 

the flow of trade from the Unitad Kingdom to South Afr i ca . The 

same is, howevar , not true in the case of a number of South African 

products 9 as will be illustrated late r . 

§ 3 . 1 The economic arguments against South Africa ' s 

participation in a shcltered24 ) market . 

The dependence of South Africa on tr~de with another country 

under she ltered condi-tions raise the following points e 

(1) The country is dangerously de pendent on a market which 

may collapse at any moment. It is a recognised fact to- day that 

tho United Kingdom will have to associate herself with integration 

movements in Vles t ern Europe . Sho is already involved in the 

European Free Trade Association whore South African exports a re 

experiencing direct competition from many member countrios . Tho 

solution of the problems between the t wo European economic blocs 

will lea d to closer association, irrespective of whethe r a parti­

cular bloc forms a compl ete customs union or a free trade area . 

Participation by the United Kingdom in such a bloc will necessitate 

the abolishm..:_~nt of most of her pr8ferential contacts with Commonweal th 

23) The surrender of the 1° c:maining preferences in tho Commonweal th 
might involve sacrific(rn by tl10 British exports to Commonweal th 
countries . 45% of Bri tish exports to Commonwea lth countries 
are covered by preference s but only on a small proportion of 
the exports have pr~fo renco s got a decisive influence . Tradi­
tiona l patt erns of trade and investment a ro gcmerally more 
important. Commonnoalth countries a re likely to go on reducing 
the pr eferences as they pro t ect their new industries and seek 
markets elsewhere. The ~-~ conomist, 4th April, 1959 . P . 18 . 

24) Shelter does not refer only or primarily to the existence of 
special trading arrangements, but also to the presence of 
traditional ties of a political, financial or trading character 
which affect the trend ~f investment and of old-e stablished 
business connections . GATT., I nt ern~tional Trad e 1957- 58, 
Geneva, 1959 , P. 13 . 
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countries25 ) . 

(2) The practice of exporting to shelt~red markets acts as 

a brake to the installation of modern plant and the employment of 

modern techniques, since it reduce s competition . In the long run 

the effect will be that competition cannot even be faced with 

preference . 

(3) Preference in a particular market must be continually 

revised to fit in with a dynamic and fluid economy . 

The interests of different groups within a single country or 

in the different countri es g ive rise to many economic- political 

problems and lenghty administrative procedures . 

(4) The greatest problem, and this is of particular impor­

t anc e to South Africa, is the distortion which is caused to parti­

cular industries in a country under the stimulus of a preference 

in a particu l ar market . A classical example is the wine industry 

in South Africa and Australia .
26

) Conditions in this industry will 

be discussed as being representative of the position of several 

othgr industries, notably the pulp and hardboard industry and the 

wattle bark industry . 

§ 3 . 2 The South African Wine Industry and Imperial preference. 

There are at present± 5,000 farmers engaged in the production 

of wine and grapes and about 150,000 acres of the most f ertile soil 

in South Africa have been planted with some 220,000,000 vines, giving 

a capital layout of about £120,000, 000 . The proceeds from the 

annual wine crop over the pa.st ten years amounted to± £7 million . 

25) The basic objections to Britain joining the Common liiarket seem 
to be Britain ' s commitments to other Commonwealth countries . 
The growing criticism of the Ottawa. Agreements voiced by Common­
wealth countries and the desire of those countries to expand their 
trade with Europe suggest that it might not be impossible to over­
come them. The problem of the harmonisation of external tariffs, 
which was the initial reason for proposing a free trade area, 
proved the most difficult technical point in the long negotiations 
within the O.E. E .C. The Banker, l1arch, 1959 . 

26) Russel R.s . , ImpGrial Preference, Empire :economic Union, London, 
1947 . P. 94 ° 
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The production of these wines is an expensive long-term project 

and can only be successful if wines suitable for long maturation 

are selected on a broad basis from wines produced for ex.port . 

South African soil and climatic conditions are highly 

suitable for the production of heavy wines of the port and sherry 

types . The production of these wines was st i mulat ed by the margin 

of preference enjoyed in the ma rke t of the United Kingdom from 

about 1806 . Production is a long-term project, as is also the case 

in many other industries, and could not be changed to conform to 

sudden reversals of tariff policy which for varions reasons were 

imposed in the United Kingdom market in later years . 

At t he Ottawa Conference in 1932 an increase of 1/- in the 

duty on foreign light wines, i.e. from 3/- to 4/- per gallon, was 

decided upon, in preference to a reduction of the same magnitude 

in the Commonwealth rate . Commonwealth wines were thus pl aced on 

an equal footi ng with foreign light wines, both paying 4/- per 

gallon as is shown by the following statistics . 

Duty on hea~ wines Duty on li~ht wines 

Foreign 8/- per gallon 4/- por gallon 
C ommomveal th 4/- ;eer gallon ?J- :ee r gallon 

Preference •••••• 0 •••• • 4/- per gallon 2/- per gallon 

This pari ty of duty between Commonwealth heavy wines and 

foreign light wines was in reality a prcf :, rence in the form of 

alcoholic strength . Under the stimulus of this preference on heavy 

wines which formed about 80% of the wine consumed in the United 

Kingdom, Australian and South African heavy wines replaced about 

4 million gallons of foreign winos of port type in this market . 

Prior to 1932 imports of CommonweaJ.th wines were negligible, 

but by 1939 im, orts from this source increased to 30% of total 

wine imports . ~xports of South African wine showed the following 

pattern~ 



Year 

1927 
1929 
1931 
1933 
1935 
1938 

Source~ 
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U,K , Imports of South African wine . 
Gallons . 

245,000 
455,000 
789,00° 

1,170,000 
1,190,000 
1,530,000 

Department of Customs and Excise , 
Annual Statement s of the Trade and 
Shipping of the Union of South Africa, 

1927-1938 . 

Since 1939 monetary value s and prices have changed, specific 

preferences have decreased in value and wine duties moved as 

follows i 

1932 
Increase from 1939 
to 1947 

1948 duty increased 
on foreign heavy 

1949 duty reduced 
on light wine 

dutie s 1949- 58 
1958 duty on heavy 
wine reduced 

1958 duties 

Percentage of pre­
war level 

Commonwealth 
Light;Heavy 

per gallon 

2/- 4/-

21/- 36/-

23/- 40/-

23/- 40/-

12/-

11/- 40/-

12/-

11/- 28/-

450 700 

Foreign 
Light;Heavy 

per gall on 

4/- 8/ -

21/- 36/-

25/- 44/-

6 -

25/- 50/-

12/-

13/- 50/-

12/-

13/- 38/-

325 475 

Preference of 
Foreign light over 
Commonwealth heavy 
per gallon 

Parity 

15/-

15/-

15/-

27/-

15/-

Source ~ Department of Customs and Excise , Annual 
Sta tement of the Trade and Shipping of 
the Union of South Africa, 1932-1955 , 
Foreign Trade Stat istics 1957-58 , H.~.1 • . 
Cu s toms and Excise tariff of the United 
Kingdom 1932, 1939, 1948, 1958 . 

Where Commonwealth heavy and light wines had since 1932 

entered the United Ki ngdom on an equal fo oting, a prefe renc e i n 

favour of light wines came into being es a result of simple fiscal 
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measures . This effect was l ater increased with the extension of a 

direct encouragement to the exporters of foreign light wines . As 

a result foreign l ight wines from 1949 to 1958 enjoyed a duty ad­

vantage over Commonwealth heavy wines of 27/- per gallon which was 

reduced to 15/- in 1958 . With the removal of shipping and currency 

r estrictions a gradual displacement of Commonweal th port type 

heavy wines in tho marke t of the United Kingdom took place . Con­

sumption decreased from 4,400,000 gallons in 1938 to 1,600,000 

gallons in 1956/57 . 

The effect of these measures imposed by the United Kingdom 

resulted in l a rge South African surpluses in post-war yEmrs . · If 

production of wines were not stimula t ed by the original favourite 

preferential rate the factors of production could have been employed 

for the production of other products of9:1.ual value, but of a 

different consumption and demand situation . 

The distortional effect of preferences on particular indus­

tries within a country can never be tolera ted and can have wide­

spread disturbing effects on the whole economy . It also does not 

contribute to the economic independence of a country such as South 

Africa . 

§ 4 A Micro effect . 

The effect of a preference on a whole industry and the dis­

tortional r esults may be r egarded as a macro-effect and are much more 

serious than the eff ects of what may be ca l led a micro- effect , i . e . 

the distortional effect on a particular firm. This problem has 

a lready been referred to. When a particular firm finds itself in 

a position to expand its sales i n a particular market (on the streneth 

of preference) it will almost certainly decide to increase production . 

Such a firm then loses sight of the fact that the preferential 

conditions might change under the influence of governmental action, 

price movem ~nts and the effect of greater demand on their production 

factors . It cannot be expected from tho management that they 



1 23 

should know everything about these preferences a t all times . In 

South Africa very few compe tent industrialists know anything about 

preferences with the result tha t many docisions are taken to the 

detriment of the future of the industry . 

As a r e sul t of this grov1th direction, severe pressure is 

brought to bear on the authorities as soon as the preferences are 

jeopardised. Moreover, there is always pressure to increase the 

margin of pr eference in order to compensate for the dynamic move­

ments of product ion condi tions . For economic freedom a country 

such as South Africa, which already maintains severe restrictions 

on its economy, for social reasons, should formulate a policy to 

increase the freedom of the individual concern . This will have in 

itself a salutary effect on tho national economy . 

§ 5 Conclusion. 

No point in South Africa' s economyms been so widely debated 

as imperial preference but without any clear concept of its effect 

on trade with other Commonwealth countrie s . It is difficult to 

form an exact quantitative evaluation of imp3rial pr eference for 

South Africa . The following summary must, however, serve the purpose . 

1) Imperial preference s have contributed to the fee ling on the 

part of t hird countries of being discriminated against 27 ) and have 

tied South Africa ' s ands on the application of an independent 

foreign economi c policy . 

27) Americans have for years boon aiming at the abolition of 
imperial pr0f erence (Atlanti c Charter Schedule) . In Iviay, 
1943, Mr. Summer Wells, UndGr-secrctary of Sta te in the 
United States of America have declared g 11The whole history 
of British Empire Preferences is a history of economic 
aggres s ion" . Russel R. s., Imperial Preference, Empire 
Ti conomic Union, 1947. P.11 . 



124 

2) Trade betwe en South Africa and the United Kingdom will in 

future be of tho samo magnitude wi thout the a i d of imperial pre­

ferences . South Africa in particular is i n a very go od bargaining 

position a s a result of the nearly 50%trado deficit with the United 

Kingdom. Uhile i mports f rom the United Kingdom amounted to 

£187 . 5 million in 1958 , export s of South African products to tho 

United Ki ngdom amounted to £106 . 6 million, or 57% of imports from 

tho United Ki ngdom . 

3) Imperial pref erences have lost most of thoir value as a r e­

sult of price movements i n t he post- war worl d and the prohibition 

of any increases under Art icle I of t he GATT. The political uni t y 

of the Commonwealth will probably remain even without t he a id of 

impor i a l preferences which h&s been its principle ob j ective . 

4) Tho cont r ac tual prefe r enc e on many export it -ms in South 

Afri ca 's export packet are of no significant va lue. Non-contrac­

tual preferences are a l s o of neglig i ble impor t ance and may be 

abo lished a t any moment . 

The fina l conclusion is t hst South Africa is adhering to a system 

which has a lready become c ompl 0tely ob sole t e . In many instances 

adhe r ence to the system has been t o tho detriment of i nde pendent 

economic dov olopmont . 

Before an independent f oreign e conora ic policy can b e developed 

South Afr i ca will have to fre o herself f ro,i1 the shack les of t h is 

empire-building devic e . Steps to free the country should be taken 

by tho South African authorities , b .cause no British monarchist 

will take tho l ead . Tho United Kingdom authorities may we lcome such 

a development because it will enable her to talrn a fr e sh stand on 

European integra tion 5 espec i ally in the case of t~e 2~uropean Ec onomic 

Community . 
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In order to surmount the political-economic position in 

South Africa a Commiss ion of Enq_uiry should be appoin ted to study 

all aspects of the problem . Once pr eference s are abolished a 

clean sweep should be made . 

Only after tho abolition of i mporial preferences will tho 

South African authoritie s be in a position to formulate an inde­

pendent and scientifically based foreign economic policy so 

e s sential to the conduct of tho country ' s external trade . 



CHAPTJ~R VII • 

SOUTH AFRICA ' S TRADE AND ECONOMIC POSITION WITH REGARD 
TO THE EUROPF.AN ECONOMIC COMMUNITY AND THE EUROPEAN 

FREE TRADE ASSOCIATION. 

South Africa ' s future trade position in Europe will depend 

to a large extent on the eventual pos ition between the two 

European Economic Blocs . The countries constituting the European 

Economic Comnrunity are for the most part industrial countries ex­

cept the Netherlands and the South of Italy . France has a well­

balanced ec onomy and production of agricultural and industrial 

goods will benefit greatly by the impact of the larger market . 

The European Free Trade Association· also has a mi xture of 

the two types, the United Kingdom, Sweden, Austria and Switzerland 

being the industrial countries, while Denmark and Norway in parti­

cular, but Portugal also, are the agricultural countries. 

The trade relations between the se two Blocs will , as has 

been argued in Chapter V, result in very close co-operation or 

association (see Table XVI ) . 

Western Europe ' s position in the world economy and its de­

pendence on international trade may be seen from the fact tha t 

it s trade is much larger in rela tion to its production of goods 

than that of North America , It is also more diversified, both 

as regards commodities and geographical areas . Th~ ratio of 

total imports (at f . o,b , values) to the value of production stood 

at 30% in 1953-55, as compared wi th 9% in the case of North 

America, i . e. the United States of America and CanadaI) . 

I) GATT., The possible impact of the European Economic 
Community in particular the Common Market , upon 
World Trade, Geneva , 1957 . P . 5 . 
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The value of imports by Western Europe as a whole was 32 . 2 

thousand million dollars in each of the years 1953- 55 , Western 

Europe ' s suppliers are also much more scattered than those of 

North America . Fluctuations in Western Europe will therefore have 

a much gr eater impact upon the economies of primar-J producing 

countries t han fluctuations in North Arnerica2) . 

The six countries of the European Economic Community exported 

much more and imported somewhat less than the rest of Western 

Europe(Europcan destinations and origins included3) .) 

The degree ·of natural integration is already f a r developed , 

as can be seen from the above-mentioned intra-trade relat ions and 

dependence on each other ' s ec onomies . 

The main problem and fear of many other countries are whether 

these Blocs wil l f ollow a trade-diverting or trade- creating policy . 

A point of considerable importance in regard to the trade­

diverting or trade- creat i ng ef f ect s of the integration movements 

will be the degre e of inflation ruling in Western Europe during 

the next 12 - 15 years4) . If it is acce pted that chronic inflation 

has been the rule during the past 40 years (with interruptions in 

1930- 32, 1938, 1949, 1952-53 and 1957-58), then the impact of the 

integr a tion movement s will probably be negligible . The i ntegration 

proc esses will contribute to t he maintenanc e of infla tionary move­

ments . The real problem lies i n the primary producing countries, 

where development will no t t ake plac e at a rate comparable with 

development in Euro pe as a r esul t of many adverse f actors, such 

as the lack of entrepreneurial ability and the relative scarcity 

Idem, P . 6. 
Idem, P . 13 . 
Idem, P . 12 . 
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of other production factors . Cost- push as well as demand- pull 

inflation will create a large market in Western Europe . 

The t ype of association is not important, but only the fact 

that a close co-operation will exist . In this chapter South 

Africa ' s position will be discussed, as seen in relation to the 

two Blocs i ndividually . Conclusions will, however, be based on 

~he assum between the two Blocs . 

It must be emphas ised once more that the reason for the difference 

of opinion in Europe revolves a round the following problems: 

1) The belief of one group in a more absolute degree of integra­

tion than the other group , thus a political problem . 

2) The Commo nwealth background of Great Britain and the imperial 

preference s underly i ng this association . The traditional neutra­

list policy of Sweden and Switzerland and the peace treaty of 

Austria with the West and Soviet Russ ia which precludes a close 

association with any other country or group of countrie s . 

3) The protectionist behaviour of l1'r anc e which will probably 

yield to the pres sure of the other members of the Community with 

the advancement of the French economy on the s trength of the 

measures recently taken by the new reg ime5) . 

4) The agricu l tural problem of all the countries . The background 

of t h is problem i s more sociological than economical and revolves 

a round the fact that the agricultural communities in the different 

countries must be protected. unde r different conditions . The 

ado ption of a policy of integra tion wil l raise many problems as 

fa r as these agricultura l communitie s a re concerned . 

5) The Financial Times, 18th J uly , 1959 . P . 7 . 
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I The European Economic Community and Dependent 
Territories. 

The treaty
6
)establishing the European Economic Community is 

a very important and precise document and Art icle 3 reads as 

follows: 

"a) the elimination, as between Member States of 

customs dut ies and of quantitative re s trictions 

in regard to the importation of goods, as well 

as of all other measures with equivalent effect; 

b) the establishment of a common customs tariff and 

a common commercial policy towards third countries; 

c) the abolition as between Member States of the ob­

stacles to the free movement of persons, services 

and capita l; 

d) the inauguration of a common transport policy; 

e) the inauguration of a common agricultural policy; 

f) the establishment of a system ensuring that compe­

tition shall not be distorted in tho Common Market; 

g) the application of procedur es which shall make it 

possible to co-ordinate the economic policies of 

Member States and to remedy disequilibria in their 

balances of payments; 

h ) the approximation of t heir respective municipal 

law to the extent nece ssary for t he functioning 

of the Common ]farket; 

i) the creation of a European Social Fund in order 

to improve the possibilities of employment for 

workers and to contribute to the raising of their 

standard of living; 

6) Treaty establishing the European Economic Community and 
connected documents , Secretariat of the I nterim Committee 
for t he Common lfarket and Euratom, Brussels . 
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j) the establishment of a European Investment Bank 

intended to facilitate the economic expansion of 

the Community through the creation of new resources; 

k) the association of overseas countries and territories 

with the Community with a view to increasing trade 

and to pursuing jointly their effort towards economic 

and social development" . 

Article 8 reads as follows: "The Common Market shall be 

progressively established in the course of a transitional period 

of twelve years . 

The transitional period shall be divided into three stages 

of four y ears each ; the length of each stage may be modified in 

accordance with the following provisions •••• " Article 9: "The 

Community shall be based u pon a customs Union covering the ex­

change of all goods and comprising both the prohibition, as 

between Member States , of customs duties on importation and ex­

portation and all charges with equivalent effect and the adoption 

of a common customs tariff in t he ir r e l at ions with third countries" . 

The reduction of the ba sic duty wil l be carried ou t in steps 

and the first reduction of 10% was made on the 1st of January 

1959 , This reduction was extended to the other O. E.E . C. countries 

and contracting countrie s to the GATT, i ncluding South Africa . 

Article 18 is one of the mo s t impor tant as f a r as the rest 

of the world is concerned and reads as :follows g 

"Member St a tes hereby declare t heir willingness to contri­

bute to the development of int erna tional commorce and to the 

reduction of barriers to trade by entering into reciprocal and 

mutually advantageous a r rangements directed a t the reduction of 

customs duties below the general level which they could claim 
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as a result of the establishment of a customs union between 

themselves" . 

The external duties under the common customs tariff shall be 

at the level of the arithmetic mean7) of the duties applied in the 

four customs territories8)covered by the Community . As regards 

France, list A contains duties under particular tariff headings 

for the purpose of calculating the arithmetic mean . The duties 

under the common customs tariff shall not exceed: 

(a) 3% in the case of product s which fall under the 

tariff headings mentioned in list Band wh ich 

include a wide variety of raw materials, including 

metallic ores and concentrates . 

(b) 10% in the case of product8 which fall under the 

tariff headings mentioned in list C and which in­

clude mainly simple processed materials and raw 

materials. 

(c) 15% in the case of products which fall under the 

tariff headings mentioned in list D and which in­

clude chemicals only . 

( d) 25% in the case of products which fall under the 

tariff headings mentioned in list E, whe re the 

tariff rate of the Benelux countries in respect of 

such produc ts, contains a duty of not more than 3%, 

such duty shall be for the purpose of calculating 

the a rithmetic mean be raised to 12'%, . This list 

contains a few chemicals . 

7) The use of an unweighed arithmetic e,veragc for computing the 
common tariff may tend to produce an upward bias , if, as 
appears to be the case in most instances, the largest impor­
ters among the six have the lowest tariffs . GATT . , Trends in 
the International Trade, Report by a Panel of Experts, Geneva , 
1958 . P . 116 . 

8) The Benelux countries formed by Belgium, Luxembourg and the 
Netherlands constitute one customs territory . 
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(e) The duties applicable to products mentioned i n 

list F shall be those laid down in this list . 

This list is of grea t importance to South Africa 

and contains mainly animal and plant products . 

(f) List G contains products in re spect of which 

dut i es under the common customs tariff are to be 

negotiated between Member Stateso This list 

contains a wide variety of products . 

In respect of the agricultural and marine products mentioned 

in Annexure II to the Treaty a common agricultural policy, as set 

out in the Treaty, shall be formulated . The main purpose of this 

policy shall be to increase agricultural productivity by develop­

ing technical aids and ensuring the rational development of 

agricultural production, as well as by the optimum utilization of 

the factors cf production, particularly labour . The provisions 

and the aims of the common agricultural policy will be of the ut­

most importance to a country such as South Africa which is faced 

with the problem of finding outlets for her agricultural products, 

such as fruit, wine, maize, wattlebark extract and other produc t s . 

The closest contact should be established and maintained with the 

community in order to safeguard South Africa's interests. The 

development and st imulation of particular sectors by a positive 

agricultural pol i cy will constitute an acute probl em to the 

economies of member states of the Community . Production where no 

comparative advantage exists vrill divert production factors from 

the more remunerative sectors to the less remunerative sectors . 

In this respect Italian scientists have shovm that the 

mediteranean areas of Italy may be more economically and profita­

bly exploited if vegetables, such as po t atoes, are produced rather 

than fruit . The problem in t h is part icular instance i s chiefly 
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the high co s t s of manual labour9). Many similar conditions un-

doubtedly exist in the Community . By the establishment of closer 

contacts South Africa may be in a position to make more definite 

supply arrangement s where a grea t e r comparative advantage is to be 

had . This is all the more true in fields such as mineral ore 

requirement s . It must be emphasised tha t frui t production in 

Italy and France may form a serious threat to South African ex­

port s , even though the seasonal factor is important . Modern re­

frigeration and other deve l opment s can replace the dependence on 

Sout h Af rican fruit to a l a rge extent . 

I n order to protect and achieve a greater utilization of 

agricultural factors of production Article 44 has been formulated 

to guarantee a system of min i mum prices below which imports may be 

temporarily suspended or re duced or made conditional on their 

price being above the minimum price fixed fo r the product concer­

ned , These minimum pric es a r e appl icable to member countries of 

the Community as well as other countries, but shal l not be 

applied in such a manner as to be an obstacle to the deve lopment 

of a natural preference between the Member St a tes . This a rticle 

of the Trea ty must be seen as creating an opportunity for discri­

minat ion against any country out side the Si x . The creation of 

the ~uropean Common Market for steel did not pr event t he e s tablish­

ment a few months l ater of the s o-ca lled Brussels Convention - an 

agreement among the steel exporters in the Common Market to fix 

mi n i mum price s for the export of s te ~l to third countries a t prices 

above tho se ruling i n the CommunitylO) . 

9) Franco Tradar d , "S ituation and Pro spects of the Italian 
Vege t able sector in Rela tion to the Common Marke t 11

, Review 
of the Economic Condit ions in Italy, November, 1955. P , 563-601. 

10) GATT , The Possible Impact of the European Economic Community 
i n particula r the Common Market , upon world trade, Geneva, 
1957 , P . 21 . 
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Long-term agreements or contracts between exporting and im­

porting Member States shall be pursued in order to protect the 

development of exchanges in respect of products fo r which there 

exist in certain Member States provisions designed to guarantee 

to national producers a sale of their products and a need of 

imports . To the extent that Member States require raw materials 

for the product i on of goods destined for export outside the 

Community in competition with producers in third countrie s , such 

agreements or contracts shall not be an obstacle to imports, for 

this purpose, of raw materials coming from third countries . 

The extent to which the Treaty regulates matters of detail 

can be seen from Article 46 "Where in a Member State a produc t 

is the object of a national market organisation or of any internal 

regulation with equivalent effec t, either of which affects the 

competitive position of a similar production in another LiIGmber 

State, a countervailing charge on entry shall be appl ied by Membe~ 

States on this product when it comes from the Member St ate where 

such organisation or r egulat i on exis t s, unless that State levies 

a countervailing charge on exit" . 

The Treaty also cover s workers and their movement s, transport: 

capital, rules governing competition, fiscal policies, policy 

relating to economic trends, balances-of-payments, commercial 

policies, social policy, the structure of the European Social 

Fund, and the European Investment Bank . In Article 131 the Member 

States agree to bring into associa tion with the Comrnuni ty the Non-­

European countries and territories which have special relations 

with Belgium, France, Italy and the Netherlands . The dynamic 

qualities of the Community can clearly be seen from the scope of 

its articles as explai ned above . Any third country which do not 

apply such a dynamic regulatory policy will, after a few years , 

find that cortain developments have t aken place which is posing 

a substantial problem towards further economic contacts with this 
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bloc . It is of the greatest importance that such developments 

shall be seen and grasped in time to take the necessary steps . 

South Africa ' s contact with the bloc through the United Kingdom 

authorities does no t present the opportunity fo r the a ctive par­

ticipation in the thought behind the Community. This calls for 

immediate revision of the pr esent attitude towards the bloc. 

The associated overseas countries and territories will enjoy 

all the benefits of the Community and a special attempt will be 

made to stimulate their development11). 

TABLE XXI 

Produc tion, Consumption and Net Imports of Foodstuffs 
in the Six Countries and the rest of Western Europe, 

Actual 1953-55 and Prospective 1973-7..2,, 

(Thousand million dollars at 1953 - 55 prices) . 

1953- 55 1973-75 

The six Rest of W .Europe i The six Rest of 
Countries W.Europe as whole ; Countries W. Europe 

W.Europe 
as who le 

·a1ue of product . 16 . 5 9 . 45 26 . 0 26 . 9 12 . 9 39 . 8 
(0 .35) (0.45) :aterials, raw 

'oodstuffs 
ot Irn12orts 
offee, Tea, Cocoa 
,thor foodstuffs 

'onsumpt ion 

0.8 (0 . 65 ) (0 . 45) 1.1 
16 . 15 9 . 05 25 . 2 26 . 25 12 . 45 38 . 7 

0 . 65 o. 75 1.4 1.0 1.0 2 . 0 
1.35 2 . 25 3.6 o.o 3 . 4 3 . 4 

18 .12 12 . 05 30 . 2 27 . 25 16 . 85 44 . 1 

Notei Prospective total food consumpt ion is based upon 
an income elasticity of 0 . 5 . Prospective agricul­
tural production fol lows from (a) the condition 
that individual incomes in agriculture will rise 
i n tho same proport ion as in other occupations , 

11) The Six claimed that the arrangements for the associat ion of 
their overseas terr itories wi th the Community constitute a 
fr ee trade area embracing these overseas territories consistent 
wi th the art icles of the GATT. Commonwealth and other outside 
contracting parties disputed this claim, primar ily on the 
grounds that the provi sion f or the a s s ocia ted territories to 
maintain or i ntroduce protection agains t imports from the Com­
munity viola tes the conditions laid down by Art i cle XXIV of the 
GATT. They maintained that this provision is contrary to the 
spirit of the GATT - being the extension of a preferential 
area to other members of the Community . 
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(b) the relationship between income and 
output per person engaged in agriculture, 
shown in Appendix B, and (c) an assumed 
10% decline in the agricultural labour 
force between 1953-55 and 1973-75 • 

GATT, The possible impact of the European 
Economic Community, in particular the Common 
Market, upon world trade, Geneva, 1957. P.32 . 

A study of future developments within the European Economic 

Community made by the GATT12)has shown that net imports of food­

stuffs by the Six will be 0.0 in 1973-75• Production of food­

stuffs will increase from 16 . 5 thousand million dollars in 1953-55 

to 26 . 25 thousand million dollars in 1973-75, which will satisfy 

the demand (see Table XXI) . 

As regards food imports, the most important supplying area 

comprises the overseas territories (including Algeria and the 

French overseas departments). Together they account for more than 

25% of the total imports of the Six from other countr i es (these 

imports are mainly coffee, tea, cocoa, oilseeds, fat and oils, 

fruits, vegetables and cereals). North America and Australia are 

next in line of importance and supply mainly cereals and oilseeds . 

Latin-America supplies mainly coffee and cereals, other Western 

European countries meat and Spain and Israel fruit 13 ) . 

§ 1.1 South Africa and the European Economic Community . 

Exports of South African produce to the members of the 

European Economic Community including the associated territories 

remained fairly constant a t 21.3% of the total export packet during 

12) GATT , The possible impact of the European Economic Community 
in particular the Common Market , upon world trade, Geneva, 
1957 . 

13) Idem, P. 22 . 



TABLE XXII. 

EXPORTS OF SOUTH AFRICAN PRODUCE TO METuillERS OF THE 
EUROPEAN ECONOMIC COMMUNITY BY STATISTICAL CLASSES, 19 58. ( £ t 000) 

I abc I d II III IV V 

Belgium •• .•... . 2277 8t~4 34 9 - 6085 
Belgian Congo 77 1041 29 - 81 422 

France ........ . 7788 381 111 - - 1281 
Alger ia ..... • 6 - - 3 - 4 

French Aq . 
Africa . . . . .. . 2 105 2 3 - 13 

Fr ench West 
Africa .. , . . .. - 114 - - - 4 
Madagascar • .. 2 32 7 - - 7 

Germany . ... . •.• 6124 4799 158 - - 2014 
Ital y . . . ...... . 8002 3426 5 - 3 2320 
Netherlands .... 1263 3928 42 207 30 337 

25541 14670 388 222 11/lr 12487 

39. 7% 22 . 8% . 6% . 4% .2% 19. 4% 

Class I abc = Animals, Agricultural and Pastoral Products . 
I d Foodstuffs . 

II = Ales, Spiri ts, Wines and Beverages. 
III = Tobacco . 

IV = Texti l es, Apparel, Yarns and Fibres. 

VI VII VIII IX X XI XII XIII Total 

703 12 27 /Ir - - 3604 4 13602 

212 26 111 13,1 52 271 10 99 2564 

787 197 18 - - ·- 8 5 10576 
82 - - - - - - - 98 

- - - - - - - - 126 

- - 3 - - - - - 124 

35 - 15 5 8 - - 5 115 

887 71 49 - - 2 3 17 14127 

1095 ;J. 6 11 - - - - /Ir 14916 

534 876 49 - 6 6 667 18 7961 

4335 1228 283 143 66 279 4292 152 64209 

6. 7% 1.9% •-4% .2% . 1% -4% 6. 7% . 2% 

VII :;-

VIII = 
Oils, Waxes, Resins , Paints and Varni shes . 
Drugs, Chemicals and Fertilizers . 

IX 
X 

XI 
= 
= 

Leather , and Rubber and Manufactures thereof. 
Wood, Cane, Wi cker and Manufactures thereof . 
Books, paper and stationery. 

V = Met als , Metal Manufactures, Machinery and Vehicles. XII Jewellery, Time- piec es , Fancy goods and Musical 
Instruments. VI = Minerals, Earthenware and Glassware . 

XIII General. 
Source: Depart ment of Customs and Excise, Foreign Trade St~tistics, 1958. 
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the post- war period (see Table VI) . In 1958 there was a decline 

to 17 . 9% which can be ascribed to the price decreases in respect 

of wool exported to thi s destination . 

More than 6cfo of South Africa ' s exports to the European 

Economic Comrrrunity consisted of agricultural raw materials and 

foodstuffs . Wool alone totalled 26 .3% of all exports to the Bloc, 

while metals and metal ores constituted 19 . 4% (see Table XXII) . 

The 19 products enumera ted '!;)elow represented 84% of the total ex­

ports to this Bloc (see Table XXIII) . 

TABLE NO . XXIII 

Exports of the most important items to 
the European Economic Community, 1958 . 

£ 1 000 . 

Commodity 

Vlool 
Maize 
Dried and preserved fruit 
Oranges 
Other fruit, fresh 
Lead ore concentrates 
Chrome ore 
Manganese ore 
Copper,Bar,Block and Ingot 
Asbestos, crude 
Zinc ore concentrates 
Diamonds rough 
Hides and Skins 
Wattle Bark Extract 
Cellulose pulp 
Fish meal 
Pines, preserved 
Groundnuts 
Fish body oil 

Exports to the 
Community 

£ 

16907 
7869 

734 
2849 
315 

3640 
791 

1709 
4502 
2584 
425 

4270 
3742 

716 
840 
856 
1.172 
447 
731 

Total • • ••• 54399 
==:::::::::::::::::::::::= 

External Tariff 

0 
10 
20 - 28 
10 
10 - 20 

Not yet determined 
3 
3 
0 
0 

Not yet determined 
do 

0 
3 

Not yet determined 
5 

24 
0 

10 

Source : (i) Department of Customs and Excise , 
Foreign Trade Statist ics, 1958, 
Vol, II 

(ii) Treaty Establishing the European 
Economic Community . 
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The position of these exports should be maintained in the 

markets of these six countries; exports might even increase with 

increased economic activity in the Bloc. None of these products, 

except pe rhaps fruit, will be threatened by competition within 

the Bloc or associated territories . Many of the mineral ores are 

of very great importance for any increased production, while 

fruit is produced and delivered outside the European season. 

The external tariff to be faced by South Africa ' s exports 

to the Bloc are low as may be expected in the case of materials 

forming a vital substance of any basic industry. Only in the case 

of canned and dried fruit products docs the tariff exceed 15%. 

South Africa ' s exports of canned and dried fruit totalled only 

1 . 9% of total exports to the Bloc in 1958 . 

It would seem, therefore, that South Africa can only gain 

by the integration of the six economies into one dynamic unit. 

This is the result, as has been ohown above, of i 

1) The low external tariff facing many South African export 

items. 

2) Climatic and seasonal differences between South Africa and 

the European Economic Community. 

3) Traditional trade relations with the Bloc , and 

4) South Africa's heavy imports i 4 ) from the Bloc which totalled 

£115,096,000 in 1958 which is 179.'c{o of South Africa ' s exports to 

the Bloc . Imports from the Bloc, mainly from Germany who 

supplied 51 . 0% of total imports in 1958, have increased in the 

14) The Rand Daily Mail, 23rd March, 1959 . Participation of the 
Members of the European Economic Community in the Rand 
Easter Show, servos as an indication of their interest in 
the South African marketo 
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post-war period from 15 . 6% in 1953 to 20 . 7% of total South African 

imports in 1958 . This trend will maintain itself and reflects the 

ability of Western Europe to supply South Africa's needs as faT as 

capital goods are concerned (see Table XX.IV) . This trend occurred 

at the expense of imports from the independent international 

countries (Table III). 

It will be argued later that the European Economic Community 

constitutes the most promising field for the expansion of Sout-h 

Africa ' s trade contacts . Her position in Africa also depends on 

the goodwill arrangement with this Bloc, since its members are the 

only countries who pursue a dynamic expansionist po licy with regaTc 

to their associated territories in Africa . 

2 The European Free Trade Association g 

In sharp contrast v,i th t he European Economic Community the 

European Free Trade Association is a conglomerate of countri6s 

tied together by the free trade principa115 ) . The princ i ples on 

which this Bloc is based, areg 

1) The formation of a free trade area by the abolition in 

various stages of some of their tariffs against each othe~. To 

enable them to do this, rules of origin have ·been drawn up stipu­

lating a 50% material and/o r labour content. A proc ess lis t 

has also been drawn up to exclude certain industrial bra~chos 

from the Treaty . No finality has a s yet been reached in regard 

to some vita l points of the proposed Trea ty which is intended as 

a retaliatory measure against the European Economic Comr.1unity. 

2) Each country will maintain it s ovm ext ernal tariff against 

import s from other countries that a re not members of the B1oc . 

3) Escape clauses have been i ncluded to ass ist Portugal to p::o--

tect certain industries until 198016) . It i s hoped that by t:0'3,--c 

-------------------------- --------------
15) Board of Trade Journal, 11th December, 1959. P. 9/i.2- 947 ., 

I 

16) Idem, P . 946 . 



TABLE XXIV. 

IMPORTS INTO SOUTH AFRICA FROM THE MEMBERS OF THE 
EUROPEAN ECONOMIC COMMUNITY BY STATISTICAL CLASSES 1958 (£'000) . 

I abc I d II III IV V VI 

Belgium .. ... .. 84 29 - - 1807 6272 204 

Belgian Congo • 8 166 - - 138 1440 9918 

Franc e ........ 64 87 117 - 111,43 5851 159 

French Eq . 
Africa .... .... - - - - - - -
Germany ...••.• 230 140 93 6 5008 /). 2712 578 

Italy ... . .... • 76 209 26 - 3780 6219 215 

Netherlands ... 455 734 23 181 4253 2838 103 

Netherlands 
Anitilles ... .. - - - - - - -

917 1365 259 187 16429 65332 lll 77 . 

.8% 1.2% . 2% . 2% 1,1 . 3% 56. 7% 9-7% 

Class I abc = Animals, Agricultural and Pastoral Product s. 
Id = Foodstuffs. 

II = Ales, Spirits , Wines and Bever ages. 
III = Tobacco. 

IV Textiles, Apparel, Yarns and Fibr es. 
V = Meta ls, Met a l Manufactures , Machinery and Vehi cles 

VI = Minerals, Earthenware and Gl assware . 

VII 

72 

195 

123 

-
976 

92 

400 

1482 

3340 

2.9% 

VII 
VIII 

IX = 
X = 

XI = 
XI I = 

VIII IX X XI XII XIII Total 

693 151 4 90 21 143 9573 

8 - 257 - - 2 12136 

570 317 346 251 169 251 9745 

- - 635 - - - 636 

2896 872 161 960 1707 2468 58806 

150 195 68 ll6 257 21).1 11644 

10,1-1 169 20 396 157 298 11068 

- - - - - - 1488 

5358 1704 111~91 1813 2311 3403 115096 

4, 7% 1.5% 1. 4% 1. 6% 2.0% 3.0% 

Oils , Waxes, Resins, Paints and Varnishes. 
Drugs, Chemicals and Fert i lizers. 
Leather, and Rubb er and Manufactures thereof. 
Wood , Cane, Wicker and Manufactures th0r eof. 
Books, Paper and Stationery. 
J ewel l ery, Time- pieces, Fancy goods and Musica l 
Instruments. 

XIII= General. 

Source~ Department of Customs and Excise, Foreign Trade Statistics, 1958, Volume I. 
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time these industries will be in a position to face foreign com­

petition . 

4) On account of the special considerations affecting agricul­

ture, agricultural goods are dealt with in a separate group of 

articles and special provisions are made for them. The agricultu-­

ral goods in question are listed in Annex D to the Convention17 ) . 

With the exception of a few instances, agriculture will be excluded 

from the provisions of the Treaty . The exceptions are bacon and 

cheese from Denmark to the United Kingdom and certain fish products 

from Norway to the United Kingdom . 

5) The Treaty will ensure more economic freedom to members than 

is the case in the European Economic Community, and imperial 

preferences will not be affected . 

J~Jd 

The objectives of the Association a re, firstly, to promote 

economic expansion, full employment, productivi t y, rational use of 

resources , financial stability and a higher standard of living; 

secondly, to ensure that trade within the Association t akes place 

under conditions of fair compet ition; thirdly, to avoid significant 

disparity in the supply of basic materials; and, fourthly, to 

contribute to the harmonious development of world trade18) . 

In contrast to the European Ec onomic Community no instrument s, 

such as the direction of production factors or the development of 

particular sectors within the Association 9 are aimed at . The l ack 

of dynamic approach in orde r to eliminate the existing disparity 

in economic growth between the different countries and between 

areas within specific count ries will continue, while no definite 

int egr a tion of the monetary sectors is envisaged . Economic 

planning within the Associa tion will continue without a general 

overall objective . The bas is of the As sociation is nothing else 

than an extention of the unrealistic concept of the free trade 

17) Idem, P. 945 . 

18) Idem, P. 941 . 



TABLE XXV. 

EXPORTS OF SOUTH AFRICAN PRODUCE TO MEMBERS OF TEE 
EUROPEAN FREE TRADE ASSOCIATION BY STATISTICAL CLASSES 2 1958. (£ 1 000) 

I abc I d II III IV V VI VII VIII IX X XI XII XIII Total 

Austria • 0 •• • ••• 100 41 2 - - 337 
Denmark 0 0 0 0 0 0 0 • 166 234 12 - - 6 

Norway .... . .. . . 34 371 67 - - 300 

Portugal •• ••• 0 • 1305 - - - - 147 
Angola •...••• . . 7 107 3 25 1 70 
MocambiquG 0 ••• • /1.-7 627 14 8 125 1892 
Sweden .... . .... 628 1017 104 - - 175 
Switz erland .. .. 186· l 1"j.O 31 - 3 18 

2473 25.37 233 33 129 2945 

21.3% 21 . 8% 2.0% -3% 1.1% 25.3% 

abc 
d 

= Animals, Agricultural and Pastoral Products. 
= Foodstuffs. 
= Ales, Spirits, Wines and B0vcrages. 

Tobacco. 
Textiles, Apparel, Yarns and Fibres. 

2 

74 

44 
83 

32 

933 

40 

29 

1237 

10. 6% 

- 13 - - - - 4 449 

- - - - - - 2 496 

93 6 - - - - 4 920 

- - - - - - 2 1539 

7 22 - - 3 - 21 297 

1110 163 112 109 68 27 119 5357 

- 25 - - - - 7 1996 

- 9 - - - 101 8 527 

1210 238 112 109 71 128 167 11631 

10. ,1% 2.0% -9% -9% .6% 1.1% 1.4% 

= Oils, Waxes , Resins, Paints and Varnishes. 
= Drugs , Chemicals and Fertilizers. 

Leather, and Rubber and Manufactur0s thereof . 
= Wood, CanG, Wicker and Manufactures ther eof. 
= Books, Paper and Stationery. 

Class I 
I 

II 
III 

IV 
V 

VI 
= Metals, Met al Manufactures, Machinery and Vehicles . 
= MinGrals, Earthenware and Glassware. 

VII 
VIII 

IX 
X 

XI 
XII = Jewellery, Time- pieces , Fancy Goods and Musical 

Ins truments. 
XIII = General. 

Sourc e: Department of Customs and Exc ise, Foreign Trade Stat istics, 1958 . 
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principle which will be proved to be wrong in a world divided by 

different social systems, stadia of development and resource 

allocations . This is all the more true in the countries of Western 

Europe with their old and obsolete industries and production 

techniques. The greates advantage of the European Economic Com­

munity, namely the intensification of competition, is hindered 

by too many obstacles in the European Free Trade Association such 

as the rules of origin. 

In view of the fact that each country will maintain full \' 

autonomy over its economy, South Africa should continue to establish 

trade contacts with each country individually. The present volume 

of trade will most probably be maintained, because no great dynamic 

expansion is expected . 

2 . 1 South Africa and the European Free Trade 
Association . (E.F.T. A. ) 

The United Kingdom was discussod in Chapter VI and will be 

excluded from this Bloc . 

From Table XXV it can be seen that exports of South African 

produce to the other six members of the Buropcan Free Trade Asso­

ciation totalled £11,631,000 in 1958 . Agricultural products and 

foodstuffs comprised 43 . 1%, metals and metal ores 25.3%, minerals, 

earthenware and glassware 10 . 6% and oils, waxes, resins and paints 

10 . 4%, . Export items of great weight in 1958 were: 

Goa tskins 
Sheep- and Bovine skins 
Wattle bark 
Wool 
Oranges, fresh 
Apples, fresh 
Grapes, fresh 
Manganese ore 
Copper, Bar , Block and ingot 
Diamonds, uncut 
Asbestos, crude 

Exports to the Six countries (excluding 
Mocambique) of the main South African 
export items 

(£ ' 000) 
325 
301 
158 

1344 
816 
138 
163 
301 
545 
101 
201 

£4,393 
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Sourcei Depa rtment of Customs and Excise, 
Foreign Trade Statistics, 1958. 

Most of the exports to the six countries are essential raw 

materials which were not obtainable elsewhere . There is no 

reason why imports from South Africa t o the six countries of the 

E .F .T.A. should decrease as a re sult of the formation of the free 

trade area . Increased act ivity within the six countries may rather 

increase the demand for raw materials and foodstuffs, many of which 

are not produced in these countries. 

In 1958 exports to Mocambique which amounted to £5,357,000 , 

cons tituted nearly 50% of all exports to this Bloc . The trade 

position between Mocambique, Angola and Portugal (the whole area 

constitutes Metropolitan P~rtugnl) is of such a nature that South 

African cannot to any extent depend on this market, despite the 

Mocarnbique convention19). 

As a result of the geographic situation of the t wo countries 

South Africa may under the protection of n trade agreem2nt with 

Portugal maintain her position in this market . 

Imports from the European Free Trade Area (United Kingdom 

excluded) totalled £29 ,409,000 in 1958 which is 252 . 5%, of South ·• ._, 

Africa's exports to this Bloc, and consist mainly of metals, metal 

manufactures, machinery and vehicles 42 . 0%,, wood 11.7%, and books, 

stationery and paper 14.9% ( see Table XXVI) . 

South Africa i s in a strong bargaining position as far as 

this Bloc is concerned and will most probably not lose any trade 

as a result of the formation of the r.uropean Free Trade Association. 

19) This is the result of administrative discrimination procedures 
which have been f ollowed with regular al t erations to dis­
courage trade contacts wi th countries other than Portugal . 



TABLE XXVI. 

IMPORTS INTO SOUTH AFRICA FROM THE MEMBERS OF THE 
EUROPBAN FREE TRADE AS SOCIATION BY STATISTICAL CLASSES, 1958 

I abc I d II III IV ·v 

Austria ... ...... - 16 - - 885 1503 

Denmark .... .... . 17 248 38 - 4 6 1135 

Norway . ..•...... 2 368 - - 1).4 1075 

Portugal 0 0 0 0 C O O 0 - 72 10 - - 27 

Angola • . . ...•.•. - 39 - - - -
Madei ra . .... . .. . - - - - 124 -
Mocambiquc •• 0 ••• 31 214 - - 113 38 

Sweden . . . • ... . . . 6 10 - ... 313 5840 

Switzerland . .•. • 5 107 6 - 1695 3014 

61 1074 54 - 3220 12632 

-2% 3,6% • 2% 10.9% 42.0% 

Class I 
I 

abc 
d 

= Animal s 9 Agricultural and Pastoral Products. 
Foods tuffs . 

II 
III 

IV 

= 
= 
= 

Alcp, Spirits, Wines and Boveragea. 
Tobacco . 
Textiles, Apparel, Yarns and Fibres. 

VI 

96 

18 

30 

7 

121 

-
2 

77 
21 

372 

1.3% 

V 
VI = 

Metals 9 Metal Manufactures, Machinery and Vehicles. 
Minerals 9 Earthenware and Glassware . 

VII 

-
19 

91 

-
-
-

277 

145 

37 

569 

1.9% 

VII = 

VIII ::, 

IX = 

X 
XI = 

XII 

VI II IX X XI XII XIII 

63 9 6 395 105 127 

222 9 30 24 23 48 

43 - 153 1191). 23 25 

27 19 723 - - 20 

- - 380 - - -
.. - - - - -
13 - 1433 - - -

222 32 712 2762 20 114 

651 21 9 24 1225 495 

1241 90 31).!~ 6 4398 1396 829 

4,o% . 3% 11 . 7% 14 . 9% ii . 7% 2.8% 

Oils, Waxes, Rosins , Paints and Varnishes. 
Drugs, Chemicals and Fertilizers. 

Total 

3209 

1878 

3050 

911 

543 

124 

2126 

10256 

7312 

29409 

Loa ther, and Rubber and Manufactures thereof, 
Wood, Cane, Wi cker and Manufactures thereof. 
Books 9 Paper and Sta tionery. 
Jewellery, Time- pieces, Fancy goods and Musical 
Instruments. 

XIII = General . 

Source: Department of Customs and Excise 9 Foreign Trade Stat istics, 1958. 
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§ 3 Conclusion: €I . IJ- i · 

Integration movements in Europe will probably have no ad­

verse effects on South African exports to countries who are members 

of these Bloc s . As a result of the expansion which may be expected, 

an increase is possible . South Africa will, however, have to 

maintain her pos ition by means of closer contact with Brussels . 

The integration of large parts of Africa might endanger the supply 

of some South African products, notably fruit and metal ores . The 

resources of these associated areas a re much poorer than similar 

resources in South Africa, but social policies in the underdeveloped 

areas may jeopardise South Africa ' s exports if special efforts are 

not made to maintain or expand supplies . How important some form 

of contact wi th the European Economic Community is, can be seen 

from the f ac t tha t the Unit ed States of America, Canada, and J apan 

have agreed amongs t t hemselves to increase economic consultations 

to guard against possible d iscrimina tory action by Europe's new 

trading groups 20 ) . The E . E . C. announced recently tha t the United 

States of America and Canada will in future be consul ted in 

questions of trade policy21 ) . South Africa as a result of her 

geographic situation cannot easily group with other countries but 

must es t ablish direct contacts with this Bloc . 

20) Rand Daily Mail , 28th January, 1960 . 

21) Samuel Montagu. 1 s Review of Foreign Exchange, 15th December, 
1959 . P.1. 



CHJ-,.PTI;R VIII 

SOUTH J..J!,RIC A' S 'l'RADE AND I;CONOMIC POSl'l'ION WITH R11F:CRDNC:C 
TO Tlli.J SINO-SOVLJT BLOC 2 TH:": LATIN- .At'iERIC.:J~ COUNTrtI :SS , 
TH.w INDJ;P)JN1} . .:,NT :~;CONm=Ic COUNTRI:3S AND THE COUNTRI J;:;S ON 

THE CONTIN:'.::NT OF AFRICA . 

§ 1 The Sino- Soviet Bloct 

Foreign trade in the Sino-Sovi et Bl oc is a sta te monopoly 

and oper a t es ac cording to a st~te plan . The main purpose of 

f oreien trade in the centrally directed ec onomy i s to fill gaps 

in the production progr amme s . 1 ) The often erratic nature of 

trade with count rie s belonging to thi s Bloc r e. fleets the institu­

tional differences betue en these countries and the countries of 

the v7estern World . There are indications that t he i ndif f erence of 

the Bloc to international trade has changed lately . The centrally 

d i rected economies have ~xpres s ed t he ir will i ngness in 195> to 

participate i n commodity agreements aimed at the stabilisation of 

international ma rket s . 2
) The Soviet Union i s also des irous of 

increasing its expor t s of non-ferrous me tal s above the levels 

achieved prior to 1956- 57 in order t o earn additional a@ounts of 

fore ign exchange required for increasing i mport s of equipment from 

West e r n countries . 3 ) 

Foreign- trade planning has developed gradually since abou t 

1949 , Sovie t trade is rigidly planned and disciplined and mu s t 

balance over six months periods. A s o- called "swing" cred.it is 

used to fi nance transactions over this period . This "swing 11 credit 

is an automatic credit based on a specific upper limit , the " swing 

ceiling11
•
4 ) The use of t his swing basis to f i nance i mports is 

1) United Nations , World Ec onomic Survey 1958, New York, 1959 ,P,160 . 
2) Idem, P . 165 . 
3) Idem, P . 165 . 
4) Ames ::J . , "Internat ional Tra de wi t hout markets - Soviet Bloc case" 

in American Economic Review, December, 1954, P . 792- 795 , 
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planned to fill a budgeted gap and does not a llow for adapt a tion 

to particular needs or dynamic conditions . Thi s rn :: t hod of finan­

cing makes trade with this Bloc unrel i able . The trade of the Sino­

Soviet Bloc cons ists of 

1) Bilateral balancing of i ntra- bloc with e~tra- bloc trade . 

2) Satellite dependence on the Soviet Union . 

3) The integration of trading agreements with long- t erm 

planning . 

4) Rigi d scheduling of delivcries5) under t he clearing agree-

ments . 

State- controlled organisat ions we re formed in the Bloc to 

handle trade interna lly as we l l as externally . These st~te- con­

trolled organisat ions form an integr al part of each manufacturing 

concern and production schedul e , 

Apart from filling the gaps in the economy, much has been 

writt en on the oth3r motives of international trade of the s e 

countries . Up to 1956 the main purpose of trade of the group was 

of a political nature , i.e. to disrupt the orderly western markets 

by excessive selling and buying of vulnerable produc ts such as 

rubber, tin , asbest os, pe trol eum and ce reals . The po lit ical ob­

jectives were to cause hardship to particular underdeveloped coun­

tries with a view to stimul a ting subversive elements . 

§ 1. 1 The economic basis of trade by the Bloc . 

One of the nain characteristics of t rade by Soviet Russia 

and China vms the absence of any connection between c ost s and 

prices . This was in acc ordanc e with the long- term political 

aspirations of th0 Bloc . 'I' r ade took the form of dumping practices 

and did not conf0rm to any experience knovm in 1."'!estern countries . 

In many instance s special legislative measuros had t o b e adopted 

5) I dem, P . 799. 



in ~estern countries to cope with the s i tuat ion . 

In more recen t years t ~is atti t ude and operational plan was 

r eplac ed by a more constructive and realistic pl an . It was realised 

tha t programs of imports and Gxports and, subsequently, production 

plans should take i n to acc ount the comparative co st of product ion 

in other countries , and tha t the price r eforms t aki ng place i n 

several countries should prov i de the basis for this comparison . 

During t he period prior t o 1954, li t tle consider~tion was given 

to the relative advantages derived from trade with the re s t of the 

world, and. trade flows were primar•ily determined by the pre ssing 

import demand for commodit ie s not available within the area and by 

the need to secure foreign exchange for payments. The greater 

at t ention pai d to comparative advantage will increase imports of 

several primary commodities i n ezchange for exports of manufactured 

goods . The advant age of such a patter n of trade to the centra lly 

planned economies re s ts on the fact tha t , whil e the t e rms of trade 

i n respect of pr i mar y products for manufactures in world trade 

seem to have det eriorated in recent years the opposite is true in 

the centrally planned economies . The much more rapid r ete of in­

dustrial i zation in the centrally planned econoLlies showed a ten­

dency to i ncrease the co s t ratios of primar y commodites to manu­

factures, as compar ed with the corresponding price r at ios i n world 

trade . 6) 

The following extract f ror.1 the ,vG lcoming speech of fu . John 

Diefenbaker?), Canada ' s Prime r: inister, to President J~ i senhower 

in July 1958 is indicative of the conservative appr oa ch of the 

West towards trade with the Sino- Soviet Bloc i 

"The Communist worl d is waging an intensive economi c global offen-

sive of "aid and trade" an offensive which is not designed to 

6) United Nat i ons , Vlorld Economic Survey 1958, New York, 1959 . P . 162 . 

7) Foreign Agriculture, September , 1958 . P . 3 . 
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secure profits in a bookkeeping sense, nor to secure the ordinary 

gains of trade for its peoples, but an offens ive whose success will 

be measured by the degree to whi ch the s ouls, hearts, fre odoms 

and aspirations of t he recipients wil l be subverted to the purpose 

of communism. To meet this new and ever enlarging phase of communist 

cold war I believe t hat joint efforts are needed to expand world 

t~ade, to increase the financial base of l i Quid reserves necessary 

for such expansion, and to he lp in raising the standard3 of pe opl e s 

in the underdeveloped countrie s The ne ed is i ri1pera tive . The 

forces of communism will not wait, for time i s running out" . 

The error in t his philosophy lies in the misunderst anding of 

recent developments in the centrally directed economic motives . 

The adoption of the comparative cost theory, as underly i ng and 

governing international trade, compl etely nullifies the arguments 

of Mr . Diefenbaker and other V!e stern countries , i nclud i ng South 

Africa . The time has come for both groups to reali se t h e funda­

mental validity of the t heory of comparative co st advantages, as 

underlying the international movements of goods . 

Supporting t his point of view are t he a rguments advanced by 

Prof . TI . W. Rostow8) where he argues that Russia is seeking to 

convert its maturity i nto world primacy by pos t pon ing t ho advent 

of high mass consumption and that the responsibility rests with 

the West to as s ist wi t h t h i s choice between a consumption economy 

or a world confl ict . 

We find , therefore, tha t the outward policy of the Bloc is 

directed by 2 

1) The realisation that cost s are an e ssential element to be 

reckoned with even in a centrally directed e conomy . 

8) "Ro stow on Growth'' The Economi s t, 15th August, 1959 . P . 526 . 
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2) The determined attempts by the Free World to resist attempts 

a imed at the disruption of their markets . 

3) The difference in the backgrounds of trad0rs under the 

different i ns titutional systems . 

4) The diff iculty experienced in the financing of trade with 

the 'lest . 

5) The absolute necessity of certain goods to the economies of 

the Bloc , and 

6) The dependence of some of these countries, especially Poland, 

Czechoslovakia and Eastern Germany, on Vle s tern European and Latin­

American markets . 

Trade contracts with the Free Countries have been built up 

und ::i r the protection of bilateral treaties in which the products to 

be cxchang8d, the volume of transactions and the means of payment 

are prescribed . Credit arrangements are concluded and sought with 

i ndustrial countrie s for periods u p to 18 months, whi le credit 

facilities have been ext ended to many underdeveloped countri e s such 

as I ndia, Egypt and Ethiopia . 9) 

§ 1. 2 South Africa and the Sino- Soviet Bloc~ 

In 1938 i mport s from the countri~ s const ituting the Sino-Soviet 

Bloc tot a lled 2.3% of South Africa ' s import packet, while exports 

to these countries tota lled 15 . 6% of the export packet (Table III) . 

During the post-war period imports remained stable at . 6% of t he 

merchandise imports in 1948, . 5% in 1957 and . 7fo in 1958 . Exports 

to the bloc varied between . 8% of total merchandise exports in 

1948, 2.0% in 1957 and 1.4% in 1958 (see Table VI) . 

Participation by the m~mbers of the Bloc in the Rand Easter 

Show of 1958, showed t he interest displayed in the South African 

9) GATT ., Interna tional Trade 1957-58, Geneva , 1959. P. 213- 215 . 
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7 0) 
market . - Numerous repre3entations ·were also made for the ad-

mission of trade delegations, whil e sales agents and experts 

visited South Africa during the past two years to establish trade 

contracts . 11) 

It is of no value to analyse the export and import packe t 

to these countries against the present background . Products which 

the Sovie t Eloc would most likely wish to purchase in South Africa 

range from wool, fruit, mealie s and hi d. es to mi:n,3ral ores, 

especially those on the strategic list . Goods which they would 

like to sell include 1,1any of South Africa I s most e ssentia l re­

quirements, namely capital goods . 12) Merchants with whom the 

author has spoken, expressed gre2. t anxiety to trade with these 

countries . The Heller- OrGanisat ion in part icular has done much t o 

improve trade conditions between the two i nternational entities . 

An indication of the arrangements under which trade with the 

Soviet Eloc may be expected to increase is found in the bilateral 

agreement recently concluded between Soviet Russia and the United 

Kingdom. 13 ) 

The development of Soviet Russ ia during the past 50 years 

serves as proof that this country ' s progress is not dependent on 

the goodwill of the Free Forld . Nothing is tc be gained by the West 

in their refusal to trade with countries belonging to the Sino­

Sovi et Eloc. A leading economist a t the University of Columbia 

warned the Vrest r ecently tha t Soviet Russia would expand her trade 

with underdeveloped countries if no other alternative existed . 14) 

10) Poland and Czechoslovaki a had big and very modern showrooms 
at the Show and exhibited the best displays ever seen in this 
country. 

11) Rand Da ily ¥ail, 31st October, 1959 . P .l. 
12) GATT . , I nternational Trade 1957-58, Gen~va, 1959 . P . 213 . 
13) Board of Trade Journal, 4th September, 1959 . P .222. 
14) Journal of Commerce, 28th November, 1959 . P . 2 . 
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This would mean that economic conta cts be tween these countries and 

the •iJe cJ t woul d decline, which would be to the detriment of the V!es t . 

If the Sino- Soviet Bl oc cannot lose by the absence of trade 

with t~e outs i de world because of her development a l p~ttern and 

large market, and if they can suppl y South Africa ' s needs and a t 

the same time form a large ma rket f or South African products, then 

t here is no economic r eason why trade with the Bloc should not be 

increased . Before trade can be i ncreased South Africa will have to 

follow the example of the United Kingd om by concluding bilateral 

agreements with individual members of the Bloc . Recent p ress re­

ports have indicated the eage r nes s of the Bloc to increase trade 

with South Africa . rrhere i s no reason why the validity of the 

compar at ive cos t theory should no t be al l owed t o gov ern trade 

between South Africa and th i s Bloc . 

Tr ade wi t h Ch ina on t he other hand i s uncertain and the 

militant characte r of the Chinese version of t he Marxi s t i de ology 

doe s not add to opt i mism in this direction . The problem is 

aggravated by the fact t ha t South Africa and many other TTestern 

countries do not recognise t he Peking regime as the l a •lful government 

of the Chine se mainl and . 

2 The Latin- American Countries ~ 

For purposes of s tudy the La tin- American countries have been 

divided into e 

1) Dollar countries, viz. Bolivia, Colomb ia, Co sta Rica , Cuba , 

the Dominican Republic, Ecuador 5 Dl Salvador, Guatemala, Haiti, 

Honduras:, 1iexico, Nicaraqua, Pano. .. a and Venezuela . 15 ) 

2) Non- dollar countries, viz . Ar gentina:, Br azil , Chile, Peru, 

Paraquay and Ur uquay . 16) 

15) Unit ed Nat ions, Int arnational Tr ade 1957 -58, New York , 1959 . P . 130 . 

16) Idem, P . 133 . 
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S 2. 1 The Dollar Area of Latin-America g 

Of all the different geographica l regions or currency groups 

constituting the non-indu s trial areas the dollar area of Latin­

Ameri ca is mo s t marked by the concentration of export earnings on 

a few primary products . Of the region's 1958 export income, 44% 

was derived from petroleum shipments alone, 40% from food products 

(mainly coffee,sugar, banana s and or e s . 17 ) All these products 

a re h ighly sensitive to t rade fluc tua tions . 

Bo~ivia, Mexico and Venezuela are more dependent on metals 

and ores for foreign exchangG ea rning s than any other country in 

the area . 
18) The metals are ma inly tin, zinc 9 lead 9 copper and 

iron ore . 

The United Stat e s of America is the main client of this area 

and took nearly 50% of all exports f rom these countries in 1958 . 19) 

The present over production of petroleum i n the world, t he price and 

consumption problems of coffee, tin, zinc , copper and sugar will 

mo s t likely hav e a seriouseffect on export earning s during t he next 

few y ea rs. 20) 

The United State s of America i s a l s o the mos t i mportant sup­

plier , and supplied 65% of total import s t o the a r ea in 1958. 

Ma ch inery and transport equipment constitute about 40% of all im­

ports. Although the intra- r eeional tra de among the dollar countries 

of Latin- America ha r dl y exceeds 3% of t he to tal value of their 

overall commercia l exchange s , t he i mminent comi ng i n t o force of 

the 1:ul tilateral Trea ty of Free Trade and Central American 

Economic Integr a tion marks a s i gnificant development. Apart from 

17) Idem, P. 125 . 
18) Idem, P. 127 . 
19) Idem, P. 128 . 
20) Idem, P. 128-129 . 
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the crea tion of the regional market, the five signatori es -

Costa Rica, El Salvador, Guatemala, Honduras and Nicaraqua - plan 

to embark on a policy of industrial isation in order to diversify 

th . . 21) eir economies . 

§ 2 . 2 Non-Dollar Countries of Lat in- America : 

As in the case of the dollar area, these countries suffered 

cont i nu ous trade deficits in the post- war yea rs . These count ries 

are mainly dependent on exports of c opper, coffee, cereals and 

meat products. In order to reduce the ir excessive dependence on 

primary products and to free themse l ves fro;-1 their extreme vulne­

rability to fluctuations in world demand , the economic policies 

in the Lat in-American Republics are based on the de s ir - to diversify 

their economies by i ndustrialisa tion22 ) and the formation of a 

common market . 23 ) 

Since the war intra- r egional trade represented no more than 

10~ of the total trade of the area, and such trade as there is, i s 

based on a narrow r anGe of com,uodities, mai nly f oodstuffs such as 

wheat, sugar , coff ee and fruit and a few raw materials such as 

timber, cotton and copper . 24 ) It would se em that t here i s no 

disintegration of the national economies, bearing in mind the ex­

tremely low leve l of intra- trade be t we en all the Latin- American 

countries, henc e no natural integration of the different economies;5) 

although the removal of the barriers may advance i nte rreg i onal trade , 

No attempt will be made to d i scuss the economies and trade 

of the different countries i ndividually . 

The de pendence of these countries on exports of single 

products, such as Br az il on coffee and Chile o:_ copper, have made 

21) Idem, P . 129-131 , 
22) Idem , P . 132 , 
23) Idem, P . 133 , 
24) Idem, P . 134 , 
25) Abeln G.H.J . , De Vrijhande lszone als economisch integrat ievorm 

voor We st-:,-luropa, Leiden, 1958 , P , 7 , 
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these countries d0pendent on a number of other countries, for 

instance Brazil on the United State s of America . Loans to this 

country by the United States were r ecently granted in order to 

enable her to repay previous loans; interest is high, and loans 

were granted conditional on Brazil buying only from the United 

States . American goods are priced much higher than goods which 

could have been obtained elsewhere, but the scarcity of interna­

tional currency reserves left Brazil no choice . ~xports to the 

United States on the other hand were m2.de impossible by import 

quota re s trictions . All these problems gave rise to bilateral 

agreements with Soviet Russia o,nd other centrally directed coun-

26) tries . flhat ~ver the political controversies between the Latin-

American states, the fact 1,mst be rea lised that economic integra­

tion is inevitable. Under the leadership and pressure of the 

United States of America this will be achieved wit1in the next 

decade, so thc.. t we may expect a vast economic unit with rapidly 

advancing industrialisation program.mes. This "take-off 1127 ) stage 

has already been achieved and is well undor way, a ltlough the mo s t 

i · .portant prerequisite for the take-off, namely political stability, 

has not yet been realised. 28 ) 

The countries of Latin-America are beset with severe troubles, 

of which the melting away of foreign exchange reserves is but one 

manifest ation . All these countries have grave international­

payments problems which is the result of their dependence on one 

or two primary products . A quotation from Foreign Agriculture29 ) 

in the case of Argentina illustrates the severity and consistency 

of the problem. "Argentina ' s re s erves are a.t t:10ir lowe s t point 

since the end of "Jorld Fiar II . The trade def icit for 1957, will 

26) Financial Times, 17th Novonbor, 1959 . r . 5 . 
27) The Economist, 15th 11.ugust, 1959 . P . 412 . 
28) Idem, P . 411 . 
29) :Doering Yl .F . , "Money Trouble in South America" in Foreign 

Agriculture, March, 1959 . P . 9 . 
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probably exceed 1956 1 s adver se balance of 184 mi llion dollar . A 

few months ago the Government vras f orced for the f irst time to 

intervene in the free money markot to sup~jort the pe s o" . 

The troubles of these countries in the pos t - war period have 

also Grown from the highway given t o inflationary f orces . To 

t f F . A . l ' 30) quo e rom oreign gricu ~ure g "The r er,en t price rise s about 

which United Stat es peo; le have complained a r e insignif icant 

compa r ~d to those of Chile . In September 1957 the cost- of- living 

index stood a t 746, up 227 points from a ye~r before (1953- 100). 

Through a comprehensive st~bilisation , rogram i nitiated in April 

1956, the gover nment has atternptoQ to slow down t he price spiral 

and has made cons i derable probress in many re spects, but its 

problems have been intensified by this year ' s sharp brake in the 

price of copper" . 

§ 2.3 The Payments Probl em of Latin- \□erican Countries ~ 

The countries of Lat in-J merica have tr~di tionally re solved 

to bilateral agreements to a rrs nge t}1eir trade arid have u8ed ~ulti­

exchange r ates . The particu l ar sensitivity to world pri ce fluc­

tuations, e special l y in the case of rc1any of their principle export 

items , such as copper , wool , cotton and coffee, has made these 

economies much more liable to balance-of-payments probl ems than 

the economics of most other c ount rie s . The dependenc e of the capa­

city to i mport on the value of exports and the terms of trade 

necessitated the application of particular payments measures which 

in themselve s were effective in the short term, but likely to worsen 

the long- term prospect and financial rec overy by encouraging import s 

and discouraging exports . The payments diff icultie s which Argentina 

had to fac e in 1951 were t ypical of the difficultie s experiencec by 

all these countries and resulted f r om the fundamental bal~nc e- of-

payments di s equilibrium which originat ed f rom the high propensity to 
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import and the steady growth of import req_uirements . For a time 

short and medium-term foreign credits, obtained ~ainly under bi­

lateral agreem0nts, helped to relieve the situation, but the pro­

blem of liquidatin~ the se credits was not slow to rise, and by 

the end of 1955 Argentina found itself under the obligation to pay 

her creditors over a very short term, some 360 million dolla rs, 

i.e. more than 30% of the figure attained by its capacity to 

. t 31) Jmpor . 

More recently, under pres sure of the International Monetary 

Fund, the International Bank for Reconstruction and the United 

State s of Americ a , fiscal and financial measures were t aken to 

i raprove conditions. It will, ho,vev0r, take a long time for these 

countries to solve their ba lance-of-payments problems . 

2 . 4 Solution of the Problems of the Countries of Latin­
Am0rica ~ 

The greate s t problem in the application of a policy of 

industrialisation in these countries which will s timulate the 

diversification of the economies l i es in the limited local de­

mand32) which is mainly the result of small national markets . 

It has already been shown that intra-trade b e tween these 

countries is negligi ble . The formation of an integra tional unit 

or units must be s een as a prerequisite for any future develop­

ment33). Such dGve lopment will require the importa tion of many 

raw ma terials which a r c not available in abundance i n these coun­

tries, such as min:3r a l ore s and carbo-chemical raw materials34) . 

§ 2 . 5 The Trade and Economic Position of South Africa 
with regar~ to La tin-America ~ 

From Table VI it can be seen tha t trade between South Africa 

and the s e countries remained constant at .8% of the export packet 

31) United Nations , Economic Survey of Latin-America 1956, New York, 
1957. P . 43-44. 

32) Idem, P . 75 . 
33) United Nations Review, October , 1959 . P . 36-37 . 
34) Idem, P . 37 . 
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in 1948 and . 6% in 1958 . Imports fluctuated f rom 1.1% in 1938 to 

. 9% in 1958 (see Table III) . Imports during the yea rs 1948 and 

1953 were higher on account of greater imports of petroleum and 

coffee . 

The insignificance of this trade must be ascribed to the 

payments and trade systems of the Latin-American countries, 

especially the dependence on bilateral agreements which mainly 

took the form of barte r agrecmsnts . 

The importance of this market to the upcoming South African 

manufacturing industry can no longer be neglected . any raw 

materials may be imported f rom this source , while exports of raw 

materials and capital goods can be increased . High prices of many 

of these items in the different Latin- American markots as a result 

of the continuous and heavy inflationary movements should ensure 

a market for South Africa ' s exports . 

A prerequisite for trad0 between t he t~o entities will be 

a new approach to t he payments problems, as experienced by these 

countries . 

Any development pl ans for these countries will have to take 

i nto consideration the precarious position of their international 

reserves . For the applicat ion of industrialisation plans use will 

have to be made of bilateral agreements . Only under the provisions 

of these agreements will it be possible to es tablish trade contacts 

with those countries. Again South Africa should consider a revision 

of her external economic po licy in ordor to create tho conditions 

necessary for the promotion of trade with the Latin-American 

countries . If this is not done, trado will probably continue to 

follow the present pattern . The i mportance of this market, once 

the countries have been united in a single economic unit, necessi-

tate s a special approcch . 
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Most of the countries of South America~e geographically 

much closer to South Africa than to Europe , Soviet Russia, Japan, 

Austral ia, tho United States of America and Canada . Shipping 

facilities exist, although these may be improved . These facilities 

will probably expand with an increase of cargo space . 

Sout .h Africa ' s fore i gn representation in the La tin-American 

continent can be neglected . No representation by the Department 

of Commerce and Industry exists . All trade contacts aro handled 

by the three off ices staffed by diplomats of the Department of 

:~xternal Affa irs . Their office s a re in Argent ina , Brazil end 

Chile . 35 ) If t h i s represent~tion is compared with ext ernal trade 

:repre sentation in Burop~ 6), important deduct i ons may be mada about 

trade policy i n respect of the countrie s of Latin- America . 

Al t hough risks exist vrhich must be tD-ken into account, the 

credit insurance scheme operated by the South African Government 

in co- operation with an insurance grouy oli~inates the political 

and economic ri sks compl etely , so that no export e r should be afraid 

of the ordinary commercial risks . 

§ 3 .0 The Independent Countrios . 37 ) 

These countries aro absolutely sovereign and have given no 

indication of willingness to belong to any group of countries . Some 

of them such as the United Sts tes of America, are very nearly self­

supporting9 with in- and exports forming loss than 5% of the 

national income . (Table IX) . Other members, such as Japan, are 

highly dependent on tho outs i de wo~ld for their raw material re­

quirements as well as markets for th0ir exports . Taken as a whole , 

35) Commerce and Industry , Ds cember 9 1959 . 
36) 12 offices in Europe a re being maintained . 
37) The same countrios wore used throughout the poriod 1938-1958 . 
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South Africa ' s exports to the members of this group decreased from 

37.5% in 1938 to 9.1% in 1953, but increased again to 10.8% in 

1958 . Imports from these countries, on the other hand, increased 

from 24 . 4% in 1938 to 27 . 6f, in 1954, but then decreased to 22 . 5% 

in 1958 . 

In 1938 78 .3% of South Africa's imports from this group of 

countriGs came from the United St a tes of America . As a result of ifue 

destruction of West ern ~uropo this figur3 rose to 94 -3% in 1948, 

but declined since then to 77 . 8% in 1958 . The increasing ability 

of Western Europe to supply South Africa's needs as far as heavy 

machinery is concerned, will maintain this trend. Certain Eastern 

European countries have stimul&t ed this trend, especially 

Czechoslovakia and Poland . Imports from Japan, the other important 

country in this group, declined f rom 13 . 2% in 1938 to 11 . 6% in 1958 . 

Together the United States of America and Japan supply± 90% of 

South Africa ' s imports from this group . 

Id 

17 

IV 

1716 
1033 

1) 

TABLE XXVII 

Imports by sta tistica l classes from the U.S .A. 
ana: Japan a:uring I~J8 . I; 

V VI 
(£0 000) 

VII VIII IX X :X.I XI I XII I Total 

4996 107 669 684 337 202 399 72 421 9735 
166 51 1 3 7 46 9 79 43 1456 

Imports under stutistica l classes II and III were neg-
ligiblo . 

Source g Department of Customs and :'Jxcise . Foreign 
Trade Statistics, 1958 . 

Of the tot a l i mports from J apan in 1958, 70 . 9% wa s in 

respect of textiles, apparel, yarns and fibres and 11.3% in respect 

of metals , metal manufa ctures, machinery and vehicles. Imports 

from the United States were more diversified with textile s, 

apparel, yarns and fibres 17 . 6%, metal manufac tures, machinery 

and vehicles 51 .3%, oils, waxes, resin,paints and varnishes 
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6.9% and drugs, chemicals and fertilizers 7% (see Table XXVII) . 

The import a tion of these relatively more 0xpensive38 ) items indicate 

an absolute advanta ge in consumer behaviour in favour of the United 

States of Americ a . In 1958 motor cars to a v~lue of £15½ million , 

or 16% of total imports fro1:1 this source 9 v-rGre the most importa,nt 

comn:!odity item . I mports were very evenly spread over a large number 

of commodity items . During the whole p :riod 1948 to 1958, however , 

the importance of the United Sta t e s of America as a supplier to 

South Africa decreased . This happened to the advantage of the oth0r 

major suppliers . 

TABLE XXVIII 

ImEorts of Raron Pioce-goods 2 \J oven 2 from the 
United States of America and Japan . 

Percentages of tota l imports of the 
item . 

1928 1957 1956 1952 1954 1953 1952 1921 

Japan 44 . 6 49 . 2 40 . 8 34 . 6 36 . 2 29 .7 19 .7 18 . 2 
U. S . A. 19.0 14 .8 16 . 1 21.3 19 .7 17 . 6 27 .3 16 . 5 

Sourceg Depa rtment of Customs and Bxcise . Foreign 
Trade Statistics, 1958 . 

This trend , shown in respect of rayon piece- goods (see 

Table XXVIII) wa s also evident in respect of many other commodi­

ties and may be attributed to~ 

(a) Inflationary movements in the UnitGd Sta tes of Amenica . 

(b) Competition from other countries (in this instance the low 

labour-c ost Japan) which grew steadiJ.y during the post- war period . 

(c) Differences in consumer t a stes in South Africa and the United 

States of America . The preference of the South African consumer 

for the sma ller continenta l car is an example . 

(d) The high exchange r a to of the dollar . 

(e) Geographical location of the two countries . 

38) The rate of exchange of the U.S. dollar re the South African 
pound is 2. 80 since devalua tion in 1949 . 
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Exports of South Af rican produce to these countries changed 

from 37 . 5% of total export s in 1938 to 9 . 1% in 1953 and 10 . 8% in 

1958 . Again Japan and the United States of America were the most 

important recipients , taking 11·. o% and 71.0% respectively . In 

1938 these two countries took nearly 95 . o~ of t he total exports to 

countries of this group. 

The position of South Africa wi th r agard to the United States 

of America has been fairly constant and exports include mainly wool , 

mineral ores and diamonds . The posit ion is not likely to change 

appreciably, bearing in mind tho fact t hat the American economy is 

practically self-supporting . Tho position in the case of Japan 

leaves much room for i mproveme:mt, because the country is a large 

importer of raw materials and mineral ores . A del egation visited 

South Africa recently with this purpose in mind but had to direct 

their attention to the F0deration of Rhodes ia and Nyassaland because 

South Africa could not supply the required metals . 39 ) 

The United States of Ams rica has reached a stage where certain 

mineral r esource s are almos t de pleted . 40 ) South Africa is in a 

unique position to supply this demand, but ~ill have to plan so in 

advance . 

A few other South African products a re kept from the United 

States markot as a result of the application of very strict health 

regulations . These regulations have been described as nothing less 

than import prohibitions and will compe l South African exporters to 

~ainta in rigorous standards of quality nnd packing . 

The United St c:, t e s of America is, not likely hov1ever, to expand 

her imports of South African goods appreciably . The reasons will 

be discussed in Chapter IX and revolve a round the protectionist 

tendency which has always dominated the American economic scene . Only 

39) Metal Bulletin, 11th December, 1959 . P . 16 . 

40) Harvard Business Review, Volur::1e 37, No . 3 . P . 42 . 
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by maintaining the highes t s t andards and quality can exports be 

increased . No special foreign policy is required , because both 

countries believe in the same trade principleu 1 except that South 

Africa should fo rmulat e a more a{;gres s ive pol icy as far as barter 

agreements with the United States is concerned . hlany of the pro­

vi sions of laws, such as Public Law No . 480, are c learly very 

agGressive and discriminatory in effect . 

South Africa is one of the countries that invoked Artic le 

XXXV of the GATT . against Japan . Thi s has given ri s e to many in­

ternational disputes and the forfeiting of an opportunity to con­

clude a ~ilateral agreement . 

South J.frican trade policy towards J·apan should be changed 

by the conclusion of a bilateral trade agreement on the lines of 

the Aus tralian-law Zealand/Japan Trade Agreements of 1957 . Under 

the se agreements Japan agreed to accord to Aust:ruia and Nevr Zealand 

most-favoured nation treatment ancl. non- discriminatory import con­

trol treatment . 41 ) Japan also undert ook to maintain the present 

duty- free entry of Australian and New Zealand wool for thre e years . 

In addition, 90% of Japan ' s total fo reign exchange allocation for 

wool wil l be in the form of a global quota available for Australian 

and New Zealand wool and Japan will not restrict t he total exchange 

allocation for wool beyond the extent necessary to safeguard its 

balance of payments . Roasonable access to the Japanese market was 

also secured for Australian and New Zealc-:nd vrheat, barley, sugar , 

t al low, hides, skimnilk and dried vine fruits . 

Australia and N0w Zealand accord Japan most- favoured and 

non- discriminatory import control t-reatment . An important con­

dition in the ag~eements is that Japanese exports must not jeopardise 

Australian and New Zealand industries . 

41) Japan usually maintains a system of bilateral trade agree­
ments and exchange allocation agreements with other countries . 
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South Africa cannot ho pe to expand exports to Japan in com­

petition with countries which conclude the above-mentioned agree­

ments . No economic reasons can be advanced against the conclusion 

of a bilateral trade agreement to replace the invocation of Art icle 

XXXV of the GATT . 

Japan is one of the grea t consumers of the type of primary 

product which constituted 6of of South Africa's export packet and 

in r 3spect of whic South Afr i ca enjoys a subst~ntial comparative 

advantage, namely mineral ores . 

Japan is another country who uses state- t ra:i'ing· enterprises 

to conduct her international trade . The absenc e of the juridical 

basis on which the s e enterprises function cannot contribute to the 

devel opment of exports from South ~frica . 

§ 4 Countries on the Continent of Africa~ 

Throughout this thesis the fact has emerged clearly that 

trade between countries is a ccelerated and enlarged where trans­

portation costs are a minimum . More important than costs, ho~ever , 

is the time factor . The method of trading, particularly in Africa 

where traders do not have large cash and credit re s ourc es at t heir 

disposal has been of the minimum stock carrying type . A qu ick 

replenishQont suves money locked up in stock . In order to carry a 

minimum stock, fast transport and immediate despatch must be relied 

upon . The manufacturer is also in a bett e r position to study 

particular tastes and customs affecting the marketing of his product s 

in neighbouring countries . 42 ) Interregional trade between neigh-

bouring countries is actually an integration process, since the 

regions bordering on each other cannot economically be separated 

42) Board of Trade J ournal , 6th November, 1959 . P . 708 , described 
the Bantu i n Africa as tho mos t conservative buyer in tho 
world . 
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by artificial boundaries . This fact has been recognised by the 

GATT. and Article XXIV has been formulated to make provision for 

frontier traffic . 

In the post-war period nany polit ical disturbances spread 

over Africa . Several St ates gained independence, namely Liberia, 

Guinea, and Ghana. During 1960 Nigeria, t he French and British 

Caneroons and French Togoland will gain independence, while many 

other countries are in various stag::s of independence . With the 

rising tide of nat ionalism there has also emerged a g rowing r Gali­

sation of the ne ed of industrialisa tion and development . South 

Afr ica has howevcn, remained blissfully unaware of this phenomenon . 

In 1957 total exports of South African produce to countries on the 

Continent of Africa totalled £78 mi llion,£58 million of which went 

to the Federation of the Rhodesia s and Nyassal&nd, £5 million to 

Eocambique and £5½ million to Angola and the Belgian Congo. If 

the Federation is excluded, only £20 million or 5% of the total 

export packet went to these countries (see Table XXIX) . During 

the same period exports of produce from the United StatEB of America 

to these countries (Sout h Africa excluded) totalled £100 million . 43 ) 

During the same period South Africa imported only £36 million worth 

of raw materials and manufactures from these countries . Again the 

Federation of the Rhodesia s and Nyassaland with a total of £13½ million 

or 38%, the Belgian Congo with £9l million or 29%, Angola with __ 5 . 2 

million or 14% and Mocambique with 2 , 7 million or 7 . 0% were the 

most important countries . If the Cent ral African territories are 

excluded~ trade wit the other territories is negligible . Trade 

with the East African countries are more important than trade with 

the Ve s t African countries . 44 ) 

43) Mancure R.C., "Africa South of the Sahc:.ra" Foreign 
Agr iculture, Juno, 1959 . P .4 . 

44) Naude P .T., Afrika (uitgesonderd die Unio van Suid Afrika) as 
afsetgebied vir 8uid-Afrikaanse Primere en Sekondere Produkte 
Unpublished K.Comm thesis, University of Potc:.1efstroom, 1955 . 
P.188 . 



TABLE NO. XXIX. 

TOTAL IN- AND EXPORTS (MONEY VALUES) IN RESPECT OF 
COUNTRIES ON THE CONTI NENT OF AFRICA FOR THE YEAR 1957 

(MADAGASCAR I NCLUDED . £ '000 90CO) 

Angola 

Tunis 

Tanganyika 

Algeri a 

The Sudan 

Be l gian Congo 

Egyp t 

Ethiopia and Eri trea 

French Cameroons 

French Equatori a l Afri ca 

French West Af rica 

Ghana 

Kenya 

Madagas car 

Mauritius 

IJor oc co 

Mocambique 

Ni geria 

Fed. of the Rhod. & Nyassal and 

Uni on of South Africa 

To tal ... 

To tal ( excluding S.A.) 

Total (excl . S .A . and the Fed. of 
the Rhod. & Nyassaland) 

S.A . exports t o the Fed. of the 
Rhod . & Nyassaland 

S.A. exports to countries other than 
the Fed . of the Rho • & Nyassaland 

S.A. export s to Afri can countries as 
a% of tota l African imports (S. A. 
excl. ) 

S.A . export s t o African countries as 
a % of tota l African imports (S .A. 
and the Fed . of t he Rhod. & Nyas-
sal and excl.) •• 

Imports . Exports. 

44.2 41.3 

62.6 53 .2 

34.5 49.1 

377. 9 168.0 

64.6 49.0 

. 155,7 173.2 

187.3 175 .9 

26.1 33 .4 

35.8 34°3 

54.5 36.4 

152.5 119 . 8 

96 . 6 96.6 

88.o 41.3 

61. 9 41.7 

19.2 25.3 

146.4 116.0 

36.8 22.8 

152.6 127 . 5 

177 . 5 156.1 

550.0 453.0 

2524.7 2013. 9 

1973 .7 1560.9 

1796.2 1404._§_ 

58 . 0 

20.0 

3 -95% 

1.0lj& 

Source g United Nations Di r ection of Internati onal 
Trade 9 Seri es T. Vo l ume IX 9 No. 10 9 New 
York 9 1958 . 
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Exports of So th African produce to these countries increased 

from 9 ■ 3% of the total export packet in 1938 to 21 . 9~ in 1949, but 

declined since then to the present level of 19 .0% ( see Table VI) . 

Import s from those countrie s advanced from 1. 1% of the total 

import packet in 1938 to 8. 5% in 1954, but declined since t hen to 

6.3% in 1958 · ( see Table III) . 

Tho overall trend since 1953- 54, has been in a dec lining 

direction and is in sharp contrast with the rate of development in 

the rest of Africa . This alarming st~te of affairs can be attri­

buted tog 

1) Prejudice against South African produce, poor pack i ng and 

insufficient transport facilities . 45 ) The fact that trade with 

the neighbouring countries is more deve loped than trade with the 

more distant countries may indicate the i ui:or t ance of the geogra-

phical factor . 

2) The ri s ing tide of nat ionalism and the attitude of the 

African leaders against colonialism and the European . 

3) The economic and political isolation of South Afr i ca as far 

as developnont schemes in the rest of Africa are concerned . South 

Africa has not p rtic ipated f i nancially in any scheme anywhere in 

Africa . Expendi tur8 of a fevr million pounds in the post-vm.r ye a rs 

might have been a v2ry wise inves tment . It certainly v10uld have 

adv0rtised the country ' s potential on t he Continent of Africa . It 

has been speculated recently by I~inist ers that South Africa is 

emerging as the workshop of Africa , 46) but t his knowl edge does not 

exist outside the boundaries of this country . South -~frica is in 

a unique position to assis t the rest of Africa technologically . 

The presence of many agricultural scientists, veterinary facilities 

45) Idem? P. 193 ■ 

46) Idem, P. 194. 
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and numerous highly specialised institutions which do not exist 

el sewhere in Africa can be of the utmost importance i n the formu­

Jation and a ppl ica tion of a positive Pan- African policy . The 

financial implications could be r egarded as advertising costs or 

r esearch expenses . 

✓4) The low r a te of development and the inequality of such de-

velopment in the diffe rent countries on the Continent . Only ip 

the Southern Congo, the t wo Rhodesias and South Africa has invest­

ment exceeded the mi n imum requirement of 15% of national income. 47 ) 

But even if cogni sance of this f act is taken, it remains true that 

total exports of countrie s on t he Continent in 1957 totalled 

£2 ,014 million, while imports tota lled 1 2,524 million . South ;_fr i ca ' s 

share in t he imports of these countries was only 3,95% in 1957 . 

If t he Federation of the Rhodesias and Nyassaland is excluded , ex­

port s from Sou t h Africa as a percent.:i.ge of t:lei r to t a l imports 

amounted to only 1 . 01% in 1957 . 48 ) Of an export packet of £2 ,014 

mi llion for the vn1ole Continent of Africa in 1957, South Africa ' s 

share 1, a s £453 . 0 mill ion or 22 . 5%, while he r share of the i mport 

.packet of £ 2, 524 million in 1957 amounted to £550 million or 21 . 8% 

(see Table XXIX) . Agriculture in Afr i ca is cauf:;ht in a vicious 

circle - it cannot be more productive without greatly increased 

capita l investment but it cannot produc e the capital until it be­

comes more productive . 49 ) 

It ha s been said repeatedly t hat J ap~n and other low- cost 

countr i e s will constitute a formidable threat to South African ex-

ports to Africa and th.:i.t the small mar ket does ilot dese rve @uch 

attention . 50 ) This a.1gument re s ts on a fallacy as far as the 

47) 
48) 

49) 
50) 

The Economi s t, 13th De cember, 1959 . P . 6 . 
United Nat ions , Direction of internationa l trade, Volume IX 
No . 9 Series I, Neu York 1958 . 
Tho Economist, 13th December, 1959 . P . 15 . 
Marais JS. .D . , "Histor i0se, Huidige en Toekomspa troon van Pereld­
handel", Jaarverslng van die Ekono□iese Instituut (F.A.K. ) 
30th une, 1959 . P . 47 . 
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economic basis of the rapidly emerging i ndependent African sta tes are 

concerned . The Bantu of Africa has been cescribed as the most 

descriminatory buyer in the world . To quote from the report of a 

leading firm of advertising agents g "The Lfrican is prepared to 

spend money on quality because he "'.,s sociat e s it with prestige . 

The African preference for fat American cars reflects his desire 

for sta tus v,hich he finds in the Cadillac and the Buick11
•
51 ) 

Studies in the United State s of America have shown the same buyers ' 

att i tude i n r espect of the American Negro . The famous Tomli_son 

report 52) underwrites this inherent quality . Dr. Mara is disproves 

himself by saying tha t Britain still leads Japan . Studies by the 

author have sho¥m that exports by the United Kingdom the the three 

East African territories, Kenia, Tanganyika and Uganda, totalled 
i 

£27 . 9 million in 1958, as against exports of £4½ million by Japan for 

the same yea r, Britain in particula r selling only quality goods . 

Recently tho following advice on the African r,1arkot was given to 

British exporters by a leading trade expert : "British exporters 

should t ake advantage of the neTT and undoubted opportunities fo r 

Briti sh manuf~cturers over an evar-broacLning r ange of goods . Goods 

have to be keenly compe titive, keeping an eye open for new po­

tentialities if famili a r lines gro,;1 impr11ctical 11
• 
53 ) South Africa I s 

external trade representatives confirncd the above a,rguments by 

str.tements that many shops over the Continent of Africa only stock 

and sell t h~ best quality goods . 

It has been one of the grea test problems of low-cost coun­

tries to maintain quality . 

In fu ture many of the new i ndependent countries in Africa, 

with the aid of highly developed c ount~ies, will embark on a policy 

51) The Financial Mail, 22 Janu u.ry, 1960 . P . 58 . 
52) Report of the Commission of ong_uir - idto t h- s ocio--ocononic 

development of t:18 Bantu- areas Y:ithj_n the tTr-i ion of ~ont h Africa, LJ . 
61/1955 . F . 90-9/: .• 

53) .!'inanciG.l ':.'i1°os o 5th Jo.m.1&.~Y. 1960 . P . 6 . 
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of industrial protection in order to encourage economic development . 

The first countries to suffer will be the industrial low-cost 

countries, because the low grade products which they supply are 

those which the African countrie s will most probably manufacture 

in the beginning . Such programs wi n increase the demand for durable 

capital goods in which South Africa should specialise, not only i n 

mass production, but also i n the studying of the individual needs 

of countries on the Continent. Any a ttempt to treat the African 

market collectively is bound to fail . To quote further from the 

Financial Times ~ "The report of the Unit ed Kingdom Tr .ie and 

Industrial t=iss i on of Ghana had underlain the change in the pattern 

of trade which would emerge as tho Ghanaian development plan of 

industrialisation got under way 11 . 54) 

T~e present tendency in trade thought 2 to evaluate a part i-

cular market just on its irMDediate prospects 1 must be discontinued . 

This is one of the most important lessons to be learned in a world 

characteri sed by upcoming economic power e roups and awakeni ng 

nat ionalism in Africa . South Africa will ac t opportunely, by making 

a de tailed study of the African market . 

The concept of "Konsumorienterung" discussed in Chapter III 

applies particularly in the ca se of Africa in view of the ever 

changi ng taste of the Bantu. For this ve ry reason South Afr ican 

industries may find it necessary to establ ish branches in other 

African countries . A forei gn financial aid program will ~rotect 

these industries . Before such a policy can be applied, however , 

a detai led study should again be carried out . The question i s 

vrhether the facilities for such a study exist . T;1is will be di s­

cussed in the next pages . 

54) Idem , P . 6 . 
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5) The very low level of foreign representation in Africa . 

TABL~ XXX 

Foreign Re:12rescnt2..tion in 

Africa . 1 ) 

I II III IV V VI VII VIII IX Total 

South Africa 1 3 3 1 2 2 12 
U.S .A. 9 13 9 11 4 46 
United Kingdom 7 2 9 14 5 7 5 49 
Be l gium 4 1 7 13 2 27 
Portugal 1 3 2 44 2 52 
Canada 1 1 2 1 5 
Australia 2 2 
Soviet Union 5 1 1 7 
France 8 4 18 3 1 34 

I .Ambassadors 
II Ministers 
III High Commissioners 
IV Consuls-General 
V Consuls and Vice Consuls 
VI Trade Comnissioners 
VII Info~mation Officers 
VIII Governors-General and Go-.rernors 
IX Attaches? Advisers and Counsellors . 

1) Since Nay 1959 other countries have increased their repre­
scmta tion, not~~bly tho Soviat Union, Western Germany and 
Eastern Germany . 

Source ~ The South African Information Service , 
Fact Paper No . 72, Pretoria, May 1959 . 
P.8 . 

A comparison of the figures in Table XXX shows a serious lack 

of represont~tion as f a r as South Africa is concerned . None of 

tho suggestions such a s J.,_frican aid progr ar:is or Lfrican study pro­

jects can be undertaken with 12 representa tives in the re st of 

Afric~ . South Africa ' s fore i gn representation in Africa alone will 

at le~st have to be increased to compare ~ith that of the United 

States of America ~nd Britain . Tho J apanese, the Germans and ot hers 

are snatching the vast Africcn marke t while South Africa concen­

trates mainly on the marke t of the United Kingdom . The Union also 

has not sent a trau~ mission outside the country for the last 15 
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years, while Australia , for example, has s :.nt three to Africa 

alone . 55 ) 

Conclusion . 

Tho countries belonging to the Sino- Soviet Bloc, the Latin­

American Bloc, the Independent International Countries and 

countries on the Continent of Africa present formidable problems 

to South Africa ' s international trade . Tra de with these countries 

is negligible, except in tho case of a f ew countrie s such as the 

United States of America, J apan and t he F'oderation of the Rhodesias 

and Nyassaland . 

This snall trade coincides vrith Sou th Africa ' s foreign repre­

sentation in these areas and must be seen as the result of South 

Africa ' s rigid foreign economic policy . 

The countrie s and blocs vl'hich have been discussed in this 

chapter a re probably the areas which wil l show the greatest economic 

growth in future . These countries will ne ed raw materials and 

durable capital goods to an extent n0ver experienced before . 

To increase trade with them will, however, require a re­

orientation of tho existing foreign economic policy of the Union , 

and espec ially a revision of he r attitude towards bilateral agree­

ments . These countries a r e e specially important now that the tra­

ditional trading aroe. s of South Africa have been disturbed by 

economic integra tion movement s which may crea te greater self­

support or combina tions with other primary producing countries . 

Most of these countries are confronted ~ith spacial circum­

stances calling for different and dynamic approaches . South Africa 

will have to reformula t e h0r external economic policy in order to 

improve contact with those countries . Apart from the absolute 

cssentiality of such an a pproach to supplement the limited 

55) The Star, 5th November, 1959 . P.l . 
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domestic market she will have to realise that a dogmatic approach 

to the question of the intense and interrelated complex economic 

world situation confront ing her, is of very little use . 



CHAPTER IX 

A BRIEF SURVEY OF POSSIBL.:. Fur.i:URE I NT:CR..WATIONAL 
ECONOMIC DEVELOPNENTS: 

Regional developments have been descr i bed in Chapter V and 

in this chapter attention will be confined to the complex situation 

r egarding interna tional co- operation 9 regional investment 9 n~tional 

economic policies 9 changes in the consumption ~at tern and likely 

technological trends of particular i mportance to the matter under 

discuss ion . 

Developments in t h is respect is important for the are;-uments 

advanced so far 9 because they are all influenced by events in the 

international sphere . Thus the success and future a ttitude of the 

contr~cting parties to the GATT will determine the success of 

tariff negotis tions. The strength of tho GATT will also etermine 

the degree of agricultural support moasures which 9 in turn 9 will 

determine the prices South Africa and other primary producing 

countrie s may expect for their main export commodities. The agri­

cultural and import policies of the economic blocs are of particu­

lar importance ~n this respect 5 because t hos e countrie s are in a 

posi tion to exert the greatest pressure on the GATT and other inter­

national organisations . If no relief can be obta ined through the 

GATT . 9 hoVIever 9 other policies will have to be formulated in order 

to cope vith the problems posed by develop ents such as price 

support measures . 

Small and r 0lative ly underdeveloped countries 9 such as South 

Africa 9 t hat aro h ighly dependent on internat i onal trade are 

affected much sooner by developments in the international economic 

spher e than less dependent countries 9 bocause the internal economy 

must continually be forced in the direction indicated by world 

events . If all the industrial countries shoul d for i nstance embark 
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on a policy of maize or fruit cultiva tion, then South Africa would 

have to divert her production f a ctors to other S3ctors, such as, 

for example, the production of corn and meat . 

The attitude and success of interna tional organisations such 

as the GATT will depend to a large extent on the economic policy 

f ollowed by the United States of America and ton lesser extent on 

that followed by the United Kingdom and Germany . ~i th the present 

integr a tional movements other important power blocs will make 

themselves felt . The result may either be a moderation or an 

intensifica tion of American re strict ive policies . The policy of 

the strong countries may be expected to be selfish and of a short­

term nature . The United States may for example follow a policy 

aimed a t the correction of her balance-of-payments problems . 1) 

Apart from the a ttitude of members of the diff erent world 

organisations, the basic philosophy underlying these organisations 

must also be considered . If the basic philosophy should rest on a 

principle such as free trade which cannot be accepted as valid 

under present conditions, t hen nothing can be expected from these 

org~nisations . As a matter of fact, an economic policy should then 

be followed which will neutralise the harmful effects of tlLse 

international organisations . 

In thi s chapt er i t wil l be shown thnt the restrictive trend 

in the United States will probably g&in strength with the result 

tha t the GATT will be weakened. It will also be 5.rgued that the 

philosophy underlying the GATT is 1:vrong and that the other inter­

national institutions, such as the International None tary Fund 

and the International Bank, cannot re lly be expected to s olve the 

probleo of the presGnt disparity between deve loped and underdeveloped 

countries . 

1) Journal of Commerce, 28th Hovomber, 1959 . P . l. 
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Trends in consumption patterns will strengthen or weaken 

other economic trends . So, for example, an increase in the con-

sumption of wool CTay neutralise the effect of price-support 

measure s, or an increase in the production of copper may reduce 

copper prices with the resu lt tha t the consumption of aluminium 

will decrease . Technological developments may increase or reduce 

the consumption effects already mentioned . 

The results of a ll these fact ors constitute the grounds on 

which a country such as South Africa will have to bas e its foreign 

policy . It has already been shown in Chapter IV that South Africa 

is highly dependent on world trade and that in the case of effect s 

of internat ional developments on the South Afr ican economy wi ll be 

more pronounced than other countries, because of this high degree of 

i nt erdependence . To safeguard hor export and i mport packet s her 

external Gc onomic policy should be formulated in such a way that it 

will soften the impact of d isturbances which may follow . If this 

is not done tle shock effects might cause violent fluctuations in 

the national economy. 

The complexity of ·cl1e post- w'-, r economic environment and the 

dynamic pattern of this environrJent filUSt be approache d TTith the 

Greatest degree of abstraction . Any att empt at approaching the 

problem empi ~ically is bound to end in a mass entanglement of detail 

and too great a dependence on assumptions . 

The post-war era is characterised by rigid international co­

operation and delibera te directive efforts on a world-wide basis . 

The human element has been the dec isive factor in the development 

of many regions and countries and the rigidity of this factor has 

added to the problems i n these a reas . A prerequisite for economic 

development is political stability2) and no other period of world 

2) United Nations Review, March,1959 . P . 22 . 
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history has been characterised by the turmoil peculiar to the 

period under review . In this connection attention need only be 

drawn to: 

1) The advancement made by the l'.Iarxist ideology and the 

resultant events in large parts of Asia and ~urope . 

2) The awakening of nationalism in Africa . 

3) The many international programmes pro jected by the Free 

World to safeguard its position and the far- reaching effects of 

these programmes on economic trends and developmant: 

( a) The ],iarshall- aid fostered by the United States 

of America to help a war-stricken Europe . 

(b) Tho political unification of Western Europe . 

(c) The armament programmes and their stimulating 

effect on the employ□ent of resources and the 

diversion of investment from underdeveloped to 

military ~nd prestige projects . 

4) The dissatisfa ction of masses of people in Africa and Asia 

with existing conditions and t heir desire to i ndustrialise in spite 

of t he fact that the entrepreneurial element hRrdly exists . 

§ 1 International Co- operation and Future Developments . 

Co-operation on an international economic level forms the 

basis of the General Agreement on Tariffs and Trade, the International 

Monetary Fund and the International Bank for Reconstruction and 

Development . 

§ l . la) The General Agreement on Tariffs and Trade~) 

The General Agreement on Tariffs and Trade was concluded in 

1947 and there are at present 37 contracting parties . The Agreement 

is based on juridical principles with the "General Most-favoured­

Nation Treatment " principle as slogan4), and aims at the reduction 

3) GATT, Basic Instruments and Selected Documents 1 Geneva, 1952 . 

4) I dem, Article I. 
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or elimination of tariffs on a reciprocal basis . 5) No pr eferences 

are to be extended between contracting parties and no discriminatory 

measures are allowed, except for balance- of-payments reasons
6) or 

fo r the fostering of economic development ?) . Provis i on has been 

made for escape clause s and the waiver of particular obl i gations 

in certain cases by the contracting parties . Provision has also 

been made for integration movements on a full customs or f ree-

trade basis . 8) 

No Member is allowed to frustrat e any of the articles by 

the application of particular measures, such a s the levy i ng of 

taxes on imports or imports from a particular country, or dis-· 

criminat ory administrative or quantitative rcstrictions . 9 ) Con­

trac ting parties are required to assemble ( s ince 1959 biannually) 

to conduct such affairs a s they may deem necessary . 

The Agreement docs not provide for a pe r manent staff or i n­

s t itution and suffers from the disadvantage that all bus i ness must 

be concluded within the two assembling pe riods . All attempts to 

place it on a moro permanent footing (vide the fo r mation of an In­

t ernational Trade Organisation) have met with failure . lo) 

The function i ng of the GATT was only sat i sfactory at the 

beginning . The first round of tariff negotiations was f a irly 

successful, but tho rigid juridical 1)asis of the GATI1 has lately 

proved to totally i nadequat e for the regulation of world trade on 

the free-trade principle . Many countries adopt ed and applied measures~·'· 

particularly in the agricultural field, which were inconsis t ent 

with the GATT philosophy embracing the free - t r ade pr inciple . 

5) Idem , Article XXVIII bis . 
6) Idem , Article XII . 
7) Idem, Article XVIII . 
8) Idem, Article XXIV . 
9) Idem, Article XIII . 

10 ) Wijnholds H.W.J. , International Trade and Payments, Pretoria,1955 < 
P . 163 . 

11) GATT, Trends i n International Trade , Geneva, 1958. P . 10 par a 53 . 



Many of the countries stimul ated production by the application of 

price- support measures . The effect was part icularly noticeable 

in the case of industrial countries; imports especially of 

primary products, from unde r developed countries12) decreased . 

This resulted in large surpluses in certain countries which casted 

a shadow on international markets . 13 ) In 1958 three commit tees 

wore appointcd14) by the GATT to examine respectively: 

(1) The possibility of tariff reductions . 

(2) The application of non- tariff measur es for the 

protection of agriculture . 

(3) The question of other obstacles to trade with 

particular reference to the problems of the less­

d3veloped countries . 

All the contracting parties apply certain measures in this 

direction and it is hard to see on what basis a reduction can be 

obtained . The problem is aggravated by the social and political 

implications which it embodies . 15) 

Another instance whGre th~ GATT philosophy was not successful , 

is the application of discriminatory and protectionist measures 

for balance- of- payments r asons and the abolishment of these measures 

when they were no longer necessary . Nany countries in a position 

to abolish r estrictions for balance-of- payments r easons made no 

effort to ab ide by their obligations . 16 ) Continued pressure by tho 

majority of the contracting parties will in fu ture ensure the 

following of this rule. 

12) 
13) 
14) 
15) 

16) 

The fundamental fault in the GATT philosophy was, however , 

Idem, P. 11 para 63. 
Economic Repor t of the President, ~ash ington, 1959 , P . 57 . 
International Trade 1957- 58, Geneva, 1959 . P. 289 . 
GATI', Trends i n International Trade, Geneva, 1958 . P . 91, para 253. 

Reuters, 10th November, 1959 . Italy has been found by the 
International Monetary Fund not in a position to impose import 
restrictions for balance-of-payments r 8asons . 
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summed up by Prof . Hallstein, Chairman of the European Economic 

Community, as followsi 17 ) 

"Het schijnt dat men realistisch bezien in een modern 

econornisch stelsel een volledige afschaffing van doeane r echten en 

contingenteringen slechts in overweging kan nemon wanneer me t 

name aan do vijf volgende voorwaarden is voldaani 

indien eon algemeen in hun botalingsbalans tot 

ui ting komend evemvicht tussen de stat en behouden 

blijft, daartoe is coordinering van de monetaire 

en conjunktuur politiek noodzakelijk9 

indien de nieuwe voortaa.n onvermijdelijke mededinging niet 

door particuliere of overheidsmantregelen word vervalst; 

indien aan eventuele onderontwikkelde partnerlande bij ­

zondere hulp verleend wordt, want anders zouden de 

verschille tussen de Lid- St aten slcchts groter worden; 

indien voor markten, welke ni c t aan het spel de r vrije 

mededinging ondorworpen zijn, een gemeenschappel i jk 

beleid wo r d ontwikkeld; 

indien een gemeenschappolijk bcleid word gevocrd ten 

aanzien van die buitelandse handel, waarbij in het 

bijzonder ook word voorkomen, dat de modedinging tussen 

de Lid-Staten word vervalst ". 

Tho adoption of the full free - trade princ i ple in a world wi t h 

the present uneven allocation of production factors and different 

degrees of protection is not only unrealistic, but will also 

contribute to an i ntensification of the exist ing dise~uilibrium . 18 ) 

The policy followed by the most developed and richest count ry 

in the free world with a complately self- supporting economy and a 

17) Bulletin van do Europos~ Economische Gomeonschap, February, 
1959 . P.5, 

18) Pigou A.G., 'l'he Economics of ·welfare, London, 1924 . P . 121. 
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largo mark8t cannot cont ribut0 to the reduction of tariffs on a 

world-wide basis . The United States of America has during the 

past 40 years maintained t he most restrictive and protectionist 

economic policy in the world 9 y ci t sho was tho first to prescribe 

to other countries a free-trade policy . As the most influential 

member of the GATT the United States of America is not at all in ' 

a position to t ak8 a stron~ view in connection with the contra­

v ention of GATT rules . 

Under thes~ circumstanc es the strict following of the GA~~ 

philosophy by a country such as South Africa and other minors 

is a crime cgainst tho national economy as such . 

I n future observance to tho rules of the GATT will probably 

depend on world economic activity and the knowledge that the GATT 

philosophy has failed to advanc e a solution to problems as di­

versified and dynamic as economic development . It may be expected 

that protection and r~gional deve lopment will become tho rulo 9 

irrespective of whether it is applied on a national or a bloc 

basis . Thi s will be all tho more true in a world divided into a 

completely planned economy on tho ono hand and. free enterprise on 

tho oth0 r . No contribution to·wards a fa i r doe;ree of free ,vorld 

trade by th~ GATT can be expected unless the leading nation in tho 

Organisation changes hor internal and external economic policy . 

To quote from tho Economic Report of tho Prosidontg 19 ) 

"Tho United St ates is f avourably disposed towards such 

regional reduction and ovontual elimination of trade barrieI·s; but 

as a signatory of tho General Agreement on Tariffs and Trade it 

insists on the principle that such r :;g ional developments must lead 

to the creation of more favourable trade relat i ons Tiith other 

19) Economic Report of the Pr esid(mt 9 
1i7ashington 9 1959. P.58 . 
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countries . The now authority provided by the Congress last year 

by the four- year ext ension of the Trade-Agreements Act will be 

used in further efforts to reduce trade barriers on a reciprocal 

basis? and the enlarged. Joan authority of the Export-Import Bank 

will promote United States exports as well as contribute to 

economic growth abroad 11
•
20 ) It has already been argued that the 

United States herself maintain tho most restrictive and protec­

tionist policy in the world and that she i s hardly in a position 

to dictate to other countries . The United States of America has 

no need to promote exports because in 1959, the worst year since 

the Second ~orld War, her trade surplus still amounted to 3 billion 

dollars . Her problem certainly does not lie in the export/import 

field . 21 ) 

Reduction of a tariff on a reciprocal basis does not l8ad to 

greater world trade between countries if the tariff of the one is 

2 or 3 times higher than the tariff of the other . A reduction of 

10% on ad valorem t ariff of 60% is not likely to overcome its pro­

hibitive effect, while a reduction from 15% to 5% on a low tariff 

is bound to be very effective . It is generally known that the 

economy of the United States of America is constructed behind the 

20) Foreign Agriculture , Published by the United States Department 
of Agriculture, October 1958 . P . 9 . The Act grant s authority 
to reduce the July 1, 195~ tariffs to the lowest rate by any 

one of three alternative methods: 
a) by not more than 20%? with 1oi as the maximum reduction 
permitted in any one year; 
b) by 2fo points ad valorem, but not more than 1% per year 5 
no item can, however, be transferred from the dut iable list 
to the free list by this method ; and 
c) to 50% ad valorem, but with the maximum reduction in any one 
year limited to one-third of the total reduc tion. Tariff 
reductions cannot be made in more than four stages and, in no 
case within periods of less than one year. No part of any re­
duction shall become effective for the first time after the 
first has been i n fo rce for a period or periods aggregating 
more than 3 years . No part of a reduction in tariff rates 
shall become initially effective . 

21) Journal of Commerce, 28th November, 1959 . P.l . 
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22 ) highest known tariff walls . It is not likely that Congress 

will ever reduce, or create the ins truments to reduce tariffs 

drastically . 

International co- opera tion in the~onomic field was deter­

mined during the past two ye~rs by the United States of America 

on the one hand and France on the other . Both c ountries are 

protectionist in their outlook. On the Continent of Europe the 

whole scene wa s dominated by the French policy . The failure of 

the European Free Trade Ar8as negotiations in 1958, must be 

ascribed to the rigorous stand taken by France . 23 ) The deter­

mination of France and the othor 5 in general will further weaken 

the GATT, unless a new basis for the G TT itself is found . 

The question of discrimination, as mentioned above by Prof . 

Ha llstein, seems to be fundamenta l to the appl ica tion of any 

r egional development plan . Tho unrealistic attitude taken by some 

contracting parties, notably the underdeveloped countries, in 

connection with mea sures aimed at regiona l economic development 

is in sha rp contra st with the mea sures whic l" they themselves aught 

to have t aken to foster deve lopment. This poJ.icy is cha r acteris­

tic of many standpoint s t aken by this group a s to other ma tters 

in t ho interna tional sphere . 

The discriminatory effect of a rea deve lopment was examined by 

Pourvoyer and Swcwors24) and their conclusion is r. 11 da t regionale 

economische politiek, wil zij slagen, altijd eon discriminerend 

karakter moot hebben . Terwill e van b0t a lgemone be lang , geeft 

do Overhe id de stroek, die zij wil ontwikkelen en doen grooien , 

22) 

23) 
24) 

Addres s by the Assistant Secre tary of 
national Aff ~irs 16/11/54, before the 
Trade Convention, New York . 
The Economist, 13th December, 1958 . 
Economisch - Statistische Berichten, 

Commerce for Inter-
4lst Nationa l Foreign 

r . 971 . 
7th November, 1959 . P . 936 . 
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in bepas lde opzichten een gunstigere behandeling dan de andere 

streken" . This viewpoint also applies in the case of economic 

development where the plan includ9s more than one nat ional economy . 

The recognition by the G TT of this requirement in Article XVIII 

still does not reoognise the fact that such a development is a 

long-term project and that measures must not be taken by 

relc tively h igher developed countries which can abus e this 

regional development effort . The weak point j_n the G.ii.TT philoso­

phy has been the adoption of the 11 unconditional f::.::-ee trade 11 prin­

ciple a s applicable t o international trade by countries i n 

different degrees of economic development 9 with diff erent endow­

ments of produc tion fac tors and different bas ic economic pol icies 

based on the traditional outlook of the communities . 

The hypothesis has been m&de at the beginning of this chapter 

th~. t South Africa and other primary produc ing countries should take 

steps to protect themselves against the ill effects of the philoso­

phy which unde r lies the Gli'l'T if this philosoph, should prove to 

be wrong . The conclusiori r emains t o be dravm t hat f3outh Africa ' s 

external trade will be harmed if she continues t o coLlply with the 

GATT rules vrhilo th fi industria l countries of North Arncricc1. and 

West ;rn -,urope do no t do so . :LiXi)o:cts will then decrease 9 while 

impor ts wi ll have to be in reased because certain local indust ries 

will simply not be able to continue in t l1.e absence of a policy which 

do e s not conform to G.1:d'T rules 9 but which is applied by the poHer­

ful and highly dev0loped countries . The rigidity to which ob­

servance of the G1'11T rules will g ivo rise wi l l harm individual 

countries even while negotiations are being conducted to remedy 

t he harm. The severe disequilibrium between the tariff heights 

of diffe r ent countr i es will add to the disp&rity between the un­

evenly developed countries . 

Developments in .Ju.ro pe and Amer i can backing of these 

I 
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devel opments wil l shake the foundations of the GATT s t ill fur ther . 

South Africa should adopt t he same rigorous stand which Australia 

has adopted in the Q_..,_TT and should formulate her foreign po l icy 

accordingly . 

§ 1 . 2 b) The Internat ional Monetary Fund and the Inte rE_ational 

Bank for Reconstruc t ion and Develo·oment . 

Post - war measures to prevent devaluation contests, to supply 

tempora ry liquidity and to help with the reconstruction and 

development of Tiurope have been planed since the Atlantic Charter 

in 1940 . • 

The Internat ional Monetary Fund . 

The International I.onetary Fund which com@enc ed activities 

in 1946 was established aftor a conference of experts of t he 

United Nat ions h ~ld at Bret ton Woods in 1944 has the following 
I 

objectives: 25 ) 

(1) To assist in tho establishing of multilateral payments 

facilities on current transactions among member countries and in 

the elimination of foreign exchange r estrictions vhich hamper the 

growth of t r ade . nestrict ions of t his nature which were in 

operat ion during tho Second World Far vr8ro a llowed to r emain in 

force, but on the condition that they were to be withdrawn as soon 

as circumstances permitted . 

(2) To promote exchange stability and orderly exchange 

a rrangements between members . The par va lue of tho currencies of 

t he member countries 2.r o expressed in t orms of gold as a common 

denominator . Devaluation of a currency can only be effected with 

the approval of the Fund . 

25 ) ·-:ijnholds H.v? . J . , International Trade and Payments, Pretoria, 
19'.55 - r . 88- 90 . 
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(3) The Fund will in co-opGration wi th the I nt erna t i onal 

Bank for Reconstruction and D~velo pmont and the GATT contribute 

to tho furtherance of international trade by making loans to 

countries experiencing temporary, non- fundamontal dis t urbanc e s 

of t he equilibr iur,.1 in the balance of payment s . 

Onc e aguin the policy of the leading participant , namely 

t he United States of Ameri ca , groc:.tly frustra t ed the aims of the 

Fund . In his or igi nal I nterna tional Clearing Uni on Plan
26

) which 

was surai ttod to the United St a tes of America? Lor<i Ke;ynes proposed 

the es t ablishment of a Fund of 30 bill i on dollars as th3 minimum 

requirement fo r the supplying of international liquidi ty . The 

Fund was established in a r evi sed f orm with a capital of 8 , 800 

million dolla rs, 27) vihioh was subsequently increased in 1959 to 

15,000 million dollars . 28 ) The raising of the capital of the Fund 

to this lat ter figure may be r ::Jgard0d a. s an indication of the 

i nadequacy of thG r esoursos of the Fund . This hap~ened in a 

period char acterised by very mild recessions . In a case of a 

severe r ecess ion, the present resources may prove totally i nade­

quato,29) although the increasing parti c i pation of other industrial 

countries in financing the bulk of trade and t he development of 

i ndust rially r ~tLlrded countries are both reasuring and welc ome, 

inasmuch ~s addi tional economic r esources are thus brought into 

play . 

The present resources of the Fund may , under the circumstances 

be r .garded as adequate for the absor) tion of temporary intarndtional 

26) 

27) 
28) 

29) 

Wijnho lds, H.W.J . , Tooretieso Grondslao van die Geldwese , 
Pretori a , 1948 . P. 186- 189 . 
Idem, P . 191-193 . 
International Monetary Fund~ International Financ i a l News 
Survoy, 18t h Sopt.:?mber, 1959 . 
G~TT. Trends i n International Trade, Report by a Panel of 
~xpert s, Genova, 1958 . P . 63 para 182 . 
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balance-of - payments instab ility . This i s a ll the more true if the 

pr esent strong posit i on of Western ~urope is taken into considGra­

tion . Int ernational i lliquidity must be re g~rded as only a 

second~r y symptom of the d i sequilibrium in the development of 

different countr ie s . The ma in effort to relieve this illiquidity 

will hav e to be based on b~lanced cconocic gro¥nh and sound mone­

tary policies . If countries should embark on a policy of rigorous 

development and consu:raption, the illiquidity prob lem would con­

tinu.., to exist . l i.an;y of t he problems which contribute to inter­

national econorric disequ ilibriurr have their or i gi n i n other 

f i e lds . Countri3s which contribut e c r0atly to t he internat ional 

paymunts prob l ems are I ndia 9 Pakistan am: oth -; rs with a hig~1 r a te 

of population growt h . No increase in the inte r nctional liquidity 

position will reli ~ve the bal ance-of- payments problems of these 

countr ie s . As fa r a s South frica and othGr countries a re con-

cer ned no s er ious illiquidity exists, at lc c1 st not to an extent 

where international trade is seriously th:re -:..toned or h i ndered . In 

the formul .::.,tion of an external economic policy the present and 

future trend in internutionc'.l liquidity rr."'~., be acce pted as satis­

factory . 

I nternat ional liquidity ffLY also b e corn:pared with national 

liquidity w~1ich again may be compar ed with the liqu idity position 

of the individual. 'Ih~ behaviour of the i ndividual a,nd the nation 

determi nes the overall po s it i on . 

§ 1 . 3 The Internat ional Bank for Reconstruction a nd Develoument . 

At th ~ Br et ton 1-'oods J onference wh.,., ro t h0 I nternational 

filonetary Fund was founded , the I nternational Bank for Reconstruc­

tion and Development w s a l so founded . The Bank wa s originally 

intended as a suppl ement to the Funci or the advancing of long-tcnm 
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301 
loans for devel opment purposes . 1 The Bank was e s tablished with 

a capital of 9,556 . 5 million dollars, but this amount Wds raised 

in 1959 to 18 , 357 . 9 mi llion dollars . 31 ) The Bank only gr anted 

loans f or post- war reconstruction to Western Europe in 1947 . Aft er 

tha t initia l phase t he Bank turned to l ending with a view to 

ass isting the economic growth of the less developed count r ies of 

the world . In 1959 the se developCTent loans totalled almost 4 

billion dollars . r:r1h -: Bank ' s operations a r e combined to the gran­

ting of loans for product ion r :roj cc ts of it s r:1er,1ber countries, 

but a grea t dea l of a ttention i s a lso g iven t o providing member 

countri os with technical ass i stance and advi u~ on deve lopment 

32) probl ems . The a i d g iven to many u~dJrdeveloped countries in 

t ho technological and economi c f i e ld has been i nva l uab le bu t the 

activities of the Bank are impeded by g 

1) The fac t t ~~t loans can only be made for pro jects tha t is 

certain to succeed . Pro jects showing any degree of risk cannot 

be helped . The Bank also floats loans under guarantee to finance 

project s . In 1956, 500 million dollar s we re provided f or this 

purpose. 33) 

2) The f ac t that l oans carry a high r at e of i nte res t, usually 

5-~-% . 34) Under deve loped countries cannot afford t h i s r a t e of 

intere s t and may in the long run only find that loans received had 

increased fixed f oreign exchange obl i gations to such an ext ent 

that fu ture borrowing pro sp 3cts are completely el i minat ed. 

No worthwhi le i n t e r national institution exist s for the 

financing of developmen t proj ec ts carrying a fair degre e of risk . 

The need in t h i s d i rection i s i mperative . Economic develop~ent 

30) 

31) 

32) 

33 ) 

34) 

Wij nholds H.TT .J ., Tooretiese Grondsl a e van die Geldwose , Pretoria, 
1948 . P .195-197 . 
Interna tiona l Kone t a ry Fund, InternG.tional Fi~a.ncial Nevrs Survey_, 
18th September, 1959 . 
International Bc:mk for Rec ons truction a nd Deve lopment . Vforld 
Bank Loans at '!lork 9 

1.7as 1ington 9 1959 . P .l. 
United 3t a tes Department of CommGrce . .Journal of Cocmerc o , 
19th April, 1957 . 
Press Relea se by the Bank~ 2/12/19 58 . Loan to South Afri ca a t 
') - tf/4 int0r 0st I'o,te . 
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in Africa will i n fu ture also be stimulat ed by the policy of the 

European nconomic Comrnunity, 35) the Br i t ish Cornmomvoal th of 

Nations and the Si no-Soviet Bl oc . 36) 

-'conor'.lic co-operation in the post- wcr years h2.3 been deter-

mi ned by exogeneous factors, such as the Communist threat ~nd 

counter measur es . Co~nercial co-opor~tion has to a large degree 

been frustrated by tho intGrnal economic pol ic i es of the i ndus­

trial countries, espec ially t .e United St2.tos of Amer i ca , ':fe s t crn 

Ger many and France . Tho policies followed by t hese countries will 

to a l a r ge extent dete r mi ne future co-operation i n t his field . 

Int ernational trade and economic relations will depend l a r ge l y 

on futu re t rends in these fields . 

§ 2 National ]conomic Policiesg 

Tho national policie s of all countries in tho post- war 

are directed at tha achiGvoment of full employment37 ) without ex-

coss ive infla tion , The gen0ral business cycle i s certainly th0 

maj or and most pervasive influence causing fluct1ati ons i n businns s 

activity f rom one country to -nothor . Tha shock effoc t of thi s 

38) 
phenomenon throughout the int . .:: rnc tiorial --- conouic syst0m ' has 

boon tackled on an i nt~rnational l ov ol (vide tha International 

l'.ion0 t a r y Fund) . 

Numerous steps hav0 a lso been t aken by countrie s to s timul~ t e 

development of the national economy it self . In this cho.i,tor 

a tt ention will only be dravm to policie s of a t:ra.de-c r,::a.ting or 

trade-diverting origin . 

35) 
36) 
37) 

38) 

The Ec onor:i st , 21st i.J ovembor, 1959 . P . 703 . 
Countries in Africa, tho ~ddl e Tias t and La tin-America . 
Sal ant '7 .A . , Foreign Tr3.de Policy in the business cycle 

Readings i n the Theory of International Trade, Volume IV, 
.. di t od by H.S . Ell is and L . A . lifo tzlor, New York, 1949 . P . 201. 
GATT . , Trends in Internat ional Trad§ Report by a Panel of 
Exper ts, Genova, 1958 . F . 56 para 161 . 
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This type of a ction has been particula rly disruptive when applied 

with severity by the i ndustrial countries of Northern America and 

Western Europe . The aim of these policies was mainly the stabili­

sation of prices, i nt ernat ional reserves and conditions within 

particular industrial branches. IJ.'ho measur,) s applied for stabili­

sation purposes a lso stimulate growth , 39) A distinct ive feature 

of these poJ. i cie s (most ly financial policies) applied from time to 

time , has been the conflict i n the highly industrL .. lisecl countries 

in r o·-a rd to those polici~s which will stabilise tho markets for 

primary producing countrie s and those wh i ch are considered by the 

national authori tie concerned to be most advantageous for domestic 

stabilisation . 40 ) Thes J financial measura s were woven i nto the 

general commercial policy vrhich is essentially a long-term policy . 41 ) 

To- day a large number of nat ional "support"woasures, particu­

larly in tho aGricultural fi e ld , already exist which a re designed 

to ensure to tho local producers of a given produc t a more stable 

price f or their outpu t than that which may be obta i ned from a 

compl etely free and uncontrolled market . These measures are wide­

spread, both in exporting countries i n which domestic production 

exceeds domestic consumpt ion and in inporting countries in which 

domestic consumption oxceedG domestic production . 42 ) The pane l of 

exports found43 ) "]-lost of those agr i cultural scheme s in f ac t con­

tain two be.sic 0l om8nts (a " s t abil isa tion" element and a "protec­

tive" el :;;mcnt) which it is difficult to separate in the actua l 

opur a tion of the schemes . The essence of the s e s chemes is to 

provide for the domestic producer a price which is to s ome degree 

divorced from the world price . Insofar as th-a price which t' ,us 

accrues to the domestic producer is on the average equ~l to the 

39) Idem, P. 56, para. 161. 
40) Ide~, P. 66, para . 191. 
41) Ider,1 , P. 64, para . 187 . 
42) Idem, P, 66, para . 194 . 
43) Idem, P. 67, para . 195 and 196 . 
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world price , but is merely r.ior0 stab l e than the world price (being 

higher t h~n the world price when t he world price i s low, and lower 

than the i,yorld pric e when the vrorld pr ice is h i gh), the scheme may 

be said to be onl y a stabilisation schema . But in so far as the 

sc eme is such as to keep tho pr ice paid to the domestic producer 

on the averaee above t ho world price, there is a 11 protoctive 11 

el ement i n the scheme •• • National schemes of this kind for t he 

stabilisation of the price s and incomes of agricultural and other 

pri mary producers provide a built-in stabiliser in the case of the 

highly i ndustrial ised countries" • The pur pose of the built- in 

stabiliser i s mainly to prot ect the balancc-of-paymJnt position 

and to further social polic i es under which may be reckoned full 

employment and tho protect ion of the agr i cultural comrr.unities . 

The measur es appli Jd to st ...i.biliso pricos for t ho produc er may 

t ake one of thu followin~ forms : 44) 

1) A policy of purchases and sales by an official s tockpiling 

agency to steady tho domestic price . 

2) A policy of taxing or subsidising ( or making special 11 l evies 11 

on 9 or payinc special 11 dof ic iency payments 1
' to) the producers a t 

var i &b le ratus s o as to keep the n J t i nc ome of the farme r steady, 

a lthough tho markot pr i ce has variod . 

3) A policy of varying the 1 vol of i ,port OT expor t dutie s or 

subsidi es with the ob ject cf s o v~rying tho supply to the domes +, ic 

market , so as to maintain a steady price for l ocal producers and 

consumers . 

The desir bility of advantaeo of one form of price-support as 

compared with the othor will not be di scus sed . Suffic e for the 

purpose of this thesis is tho fact that such programmes have been 

adopt~d by the differ ent national economics and that they are here 

to stay . I n the economic r eport of tho Pr es ident transmitted to 

44) I dem, P . 67 pa r a . 197. 
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the Congress in JanuarY, 1959, the conclusion is drawn that major 

revisions arc overdue in the l egislat ion relating to these agri­

cu ltural proerams . 45 ) That tho purpose of these schemes has not 

always been of a stabilising nature is borne out by the words 

"Ac t ually the majority of farm peopl e derive little or not benef it 

from our agricultural price support l 0gis l a tion. Cattle ranchers, 

producers of poul try and ~ggs and growers of fruits and vegetables 

op8rate thoir farms today pract ical ly wi thout pri ce support . Only 

s ome 1. 5 million of our commercia l farmers are tho recipients of 

price support out lays in any material amounts, and within this 

group those wi th the h i gher incomes are the main benefic iaries 11
•
46 ) 

In most of the industrialis d countries agricultural production 

is highly developed and this fact, coupled with the consumption 

patte r n in these countries? reduced net agricultural imports into 

these countries beyond th0 marginal po int . These two facts suggest 

th~t agricultural protection in tho highly industrialised coun­

tries is now a major facto r restricting tho world trade i n such 

products47 ) (see Table XXXI) . 

In addition to the price-support measures technological de­

velopments have made such great strides that production has been 

multiplied r~any times over in respect of agricultural in- and output 

in the United State s of America (see Table XXXII) . Whi le the 

labour force decreased fro~ 9. 5 11illion male labourers i n 1910-14 

to 6.3 million in 1950-54, gros s agricultur al output increased 

from 1590 dolla rs por male labourer in 1910-14 to 4270 dollars 

in 1950-54, a t 1953-1954 price s . 

Other national policies, suuh a s tho maintenance of import 

quotas, are mainly a short-term phenomenon and will disappear with 

tho improvemont of the national ~conomies . 

45) Ec onomic Report by the resident, Fashington, 1959 . P . 56. 
46) Idem, P. 57 . 
47) GATT . , Trends in I nt -rnational Trade, Geneva, 1958 . 

P.89, para . 246 . 



. TABLE NO . XXXI , 

VALUE OF DOMESTIC PRODUCTION 9 DOMESTIC CONSUMPTION 9 AND 
FOREIGN TRADE OF THE INDUSTRIALISE~ COUNTRIES IN SELECT~D 

FOODSTUFFS AND RA .'J MATERIALS . 
(THOUSAND MILLION DOLLARS AT 1952-53 PRICES.) 

'.7estern Europe 

Production 

Add Net Imports 

Domestic Consump-
tionl) •• 

North America 

Production 

Deduct Net Export s 

Domestic Consump-
tionl) • • 

Western Europe and 
North America 

Production 

Add net Imports 

Domestic Consump-
tionl) •• 

Selected Foodstuffs 
\ heat 1 Maize 1 Rice ? 
Butter 9 Sugar 9 Meat . 

19 3l{ 1956 
Volume ~ Volume % 

9.46 74 11. 88 81 

3.34 26 2.76 19 

12.80 100 14 . 64 100 

13.86 103 22.05 106 

-0.38 - 3 -1.33 -6 

13.48 100 

89 
11 

26.28 100 

20.72 100 

33.93 

1.43 

96 

4 

35.36 100 

Selected Raw Materia ls 
Tobacco? Cotton 1 '. fo o~ 
Fats 9 Oils & Oilse eus 

1938 1956 
Volume ! % Volume % 

1.20 23 

4.08 77 

5.28 100 

1.78 30 

4.13 70 

5.91 100 

4.38 118.5 6.12 122 

-0 0 69 -18.5 -1.11 - 22 

3. 69 100 

62 

38 

5.01 100 

I 
i 
I 
I 

7.90 1 
3.02 

10.92 100 

1) Domestic consumption includes net additions to domestic 
stocks . In so f ar as cereals f ed t o animals ar e a raw 
material in the production of livestock products? the 
figur es for domes tic cons umption ar e 11 gross" and no t 
"net 11 fi gures . 

Source i GATT 1 Trends in International Trade 1 Geneva? 1958. 



TABLE NO. XXXII 

AGRICULTURAL I NPUT AND OUTPUT I N THE UNITED STA~ES 9 

1910-14 TO 1950-54 (DOLLARS AT 1953-1954 PRICES) . 

Gross output Farmers ' Male 
I 1 I 

Gross ! p h I gric . I free from purchases labour . j urc ases 1 • 

duElication . output , I income j 

Thousand Million Million Dollars Per Male Labour er; 
Dollars . 

I 1910-14 15.1 3.9 9.5 1590 410 1180 

1915-19 15.9 4 .1 9 .3 1710 440 1270 

1920-24 16.7 5.4 9.1 1835 595 1240 

1925-29 18 .0 5. 4 9.1 1980 595 1385 

1930-34 17.5 5.1 8 . 9 1965 575 1390 

1935-39 18.8 4.9 8.7 2160 560 1600 

1940-44 19. 8 6.3 8 .4 2370 750 I 1620 

1945-49 25.0 8.3 7.5 3330 1105 2225 

1950-54 26.9 10.0 6.3 4270 1605 2665 

Sourc e~ GATT 9 The Eossible impact of the EuroEean Economic 
Community 2 in Earticul ar the Common Market 2 upon 
Worl d Trade 9 Geneva 9 1957. P.59 . 

' 

I 
I 

I 
! 
I 

i 
i 
I 

I 
I 

I 
I 
i 
: 
I 

I 
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§ 3 Patterns of Consumers ' tastes ~ 

The Law of Enge148) has nowhere found greater application and 

verification than in the case of i nterna tional changes in the con­

sumption pattern . This l aw has been strengt hened by international 

event s 9 such as war and the prot ective measures takon by government s 

in war-stricken countries to save their international r e serves . 

Movement s in the consumption patterns have in most cases aggravat ed 

t h0 affects of support mea sures . Structural changes ~s r e r e t arded 

or acce l er ated contrary to the trends which would have r uled had 

t hese forces not been in operation . 

Increased purchasing power in the a eveloping countrie s and 

t he int egrated units wil l result in a change in t he consumption 

pat tern. Inferior go ods such as ce r eals will have to make way for 

animal products i n t ho human diet 9 although tho ereater production 

of animal products will i ncrease tho demand fo r cereals . The 

production of animals in cereal-producing countries and tho export 

of animal s to industrial count ries i s not a certai nt y , because 

11Konsumorienterung11 may again have a decisivo influence . Deve lop­

ments in t his direction can, thoroforo 9 not be asce rtained a t 

pr esent . 

The combined effect of price-support measuros and pos s ible 

change s in consumption patterns in tho United Kingdom are i llustr a­

ted in Table XX.XIII. I n the pre- war period the na t imports of 

cheeso as a percent age of c onsumpt ion was 75%. In 1950 this figure 

dropped to 67% i . e . a drop if 8~ . Tho corre0ponding drop in t he 

caso of butter is only 1% and in the case of meat 2% . Wheat and 

v1hoat f lour declined over tho same period f rom 77% to 60%, i.e . 

a drop of 17%. (Wheat and wheat flour are inferior goods). This 

def ini te trond wa s also evi dent in the case of poto, toes and wool. 

48 ) Schumann C.G .W . , Franzsen D.G. , de Kock G., Inleidende 
Studie tot die Ekonomie 9 St ollenbosch-Grahams t ad, 1957 . 

P . 1949 . 



TABLE NO. XXXIII 

CONSUMPTION 'I'RENDS IN POST-WAR BRITAIN OF CERTAIN 
AGRICULTURAL PRODUCTS 

Quantities Consumed , Net import s as a per- ! 

' 
centag~ of consump ,ion . ' 

Averages , Year Averages , Year - -
Prewar 1940- 1945-· 1950 Prewar 1940- 1945- 1950 44 49 44 49 

Milk 9 liq_. ( a) 
m. gallon · 1001 1244 1506 1707 - - - -- ! 

Chees e 1 000 cwt . 3774 4652 4276 4542 75 97 89 67 I 
Butt er ( a) 

1 000 cwt . 10507 3968 4954 7470 91 92 97 90 
Meat (a)(b)(c) 

1 000 cwt . 54348 49787 40310 46869 55 63 57 t'.: , , 
) <.. 

.'/heat and wheat 
fl our 9 wheat 
equiva lent (c) 
' 000 tons 7128 7560 6954 6445 77 66 71 60 

Potatoes 
1 000 t ons 5120 8544 9731 9591 3 - - 1 

Sugar 1 000 tons , 
r aw value 2267 1742 1968 1950 78 74 67 66 

\ "ool m. lb . I 

clean basis 435 340 405 518 
I 

77 94 74 I 67 
I 

I I I I 

( a ) 1934- 38 except for milk (1936- 39 ) 9 cheese and butter (1934-
37)9 and meat (1937-38) . 

( b ) Beef 9 veal 9 mutton 9 lamb 1 pork 9 offa l and cann ed meat ( all 
ki nds). 

( c) Availabl e suppli es (home production+ import s - exports arnl 
r e- exports) . 

Source ~ Commonwealth Economic Committee 9 A r eview of 
Commonwealth Agriculture; Production and Trade, 
London, 1952 , 

! 

I 
i 
I 

i 

i 
I 
I 
I 
I 
I 
i 
! 
I 
I 

! 
I 
i 
! 
I 
' 
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As far as consumption is concerned, the demand for many food-

stuffs and r avi materials is very insensitive to pri ce cham;e s , so 

that a considerable reduction in the consum0r prices might be 

necessary to bring about a 1% increase in total consumption ~ and 

in the United Kingdom, v1hich constitutes one of tho main consumer 

markets, there may be little scop8 for policies to expand consump­

tion, because the existing system of agr icultural prot oction t hroµgh 

deficiency paymonts is a lready such as to keep tho consumer price 

down to the level corresponding to the world price . 

The demand for primary products has also been influenced in 

various ways by t0chnological changes. The importance of r ayon, 

wholly man-made fibres , aluminium, synthetic rubber, plastic 

materials, synthetic det 0r gents and many synthetic fertilizers is 

indica ted by tho f ~ct that purc~ases a t 1950 prices 5 rose fro□ 800 

million dollars in 1938 to 5,500 million dollars in 195449 ) . As a 

consequence, the use of natural raw materials declined, and tho 

continuous trend to economis on the use of raw materials resulted 

in the changes shown in Table XX.XIV . 

TABLE XX.XIV . 

The use of natural and manufactured raw materials and 
fuels in i ndustrial areas 2 1938 and 1954 . Thousand 

million dollars a t 1950 price s . 

Industrial input . 

of natural raw materials and fuels 
of manufactured raw materials 

Gross value of manufacturing output 
Ratio of "natural" input to output 
Rati o of total input to output 

1938 

25 .4 
o.8 

101.6 
25 .0 
26 .8 

1954 

33 .7 
5. 5 

188 . 1 
17 . 9 
20 .8 

Source~ GATT , , Trends in International Trade, 
Geneva, 195 . 

The best examples of tho combined impact of technological 

changes, price relations and substitution of synthetics can be 

seen from the following quot.,tion from ·world i.i conomic Surveyg 5o) 

49) GATT . , Trends in International Trade, Geneva, 1958 . P.43 . 
para. 125 . 

50) Uni ted Nations , World ;~conomic Survey, Hew York, 1959 . 
P. 23 - 24 . · 
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"Among the non- ferrous m0tals, for instance, changing price re­

l a tionships have been of some importance in influencing the trends 

in consumption of i ndividual commodities. Thus, a progres s ive 

fall in the price of aluminium relative to copper and steel ha s 

favoured its incroasing u s e as an e l ect rical conductor and as a 

structural material . Partly for the same reason aluminium has 

gained a t the expense of timbo~ as a structural material, of tin 

in the manufacture of foil, of lead in tho manufacture of cables 

and of zinc in tho casting of dies . Copper, i n turn, ha s been 

increasingly substituted for l oad in plumbing filaterials partly 

because of the relative rise in the price of lead . Substitution 

has a l s o played somo part in accelerating the growth i n tho con­

sumption of petroleum •• . tho i mpact of technological progress and 

substitution have been of even gre~ter significance for some major 

textile fibras. Vihile world c onsumption of apparel fibres grew as 

a whole group by about 5~ between th0 immedia te prewa r yea rs and 

the mid- 1950 ' s and by about 30% during the post- war period the 

consumption of cotton, wool, jutJ and silk advanced much less 

rapidly 11
• 

TABLE XXXV 

Estima ted TTorld Consumption of A parel 
Fibres Pe rc enta e distribution . 

Cotton Wool Silk Rayon Rayon Other Total 
fil ament staple man-made apparel 
yarn fibre fibres fibres 

1934-3-8 80 . 1 11.4 0 . 6 5 . 6 2 . 3 100 

1954-56 68 . 9 10 . 2 0 . 2 8 , 3 10 . 4 2 . 2 100 

Source ~ United- Nations, Vforld Economic Survey 
1958, New York, 1959 , P . 24 , 

In both the United State s and West ern ! urope tot a l consump­

tion of natural fibres has ha rdly 0rown at a l l since 1927, and, on a 
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per capita basis, consumption has a ctually declined . · 

As a result of the developments mentioned above industrial 

countries are l ess dependent on primary producers (see Table XXXV) . 

This fact was also proved by a study made by the National Institute ' s 

Economic ~eview . 51 ) 

The purchas ing power in primary producing countries in terms 

of manufactured go ods in the ir total export packets ( excluding 

oil) was only 3% higher in 1955- 57 than in 1950, although world 

industria l output had risen throughout this period a t a rate of 

J.,r' some 521• a year . Over the period 1950- 52 to 1955- 57 tho rise in 

manufac t uring outpu t in these areas , i . e . the United St a tes of 

America, Cannda , Japan, the United Kingdom and the Eur opea n 

Economic Community, rc,nged from 14% i n the case of Canada to 939; 

in t he case of J apan and averaged 28;:. f or the total " industrial 

area" . Consumption of the sixteen i ndustrial materials, taken 

toe eth8r, r ose by j ust about the same amount - namely 29% - but at 

grea tly differing r a tes for the different k i nds of materials as 

is shown hereunde r ~ 

Processed materials ( aluminium, 
rayon, new synthet ic rubber, 
plas tics) 

Forestry products (woodpul p , 
softwnod) 

Steel 

Non- fe r rous metals (coppe r , 
lead, zinc, tin) 

Agric. materia ls (cotton, wool, 
jute, natural rubber) 

% chcnge 1950-52 t o 1955- 57 • 

The European j.,conomic Community count r ie s and Japan were 

l argely responsibl e for wh :,t expans ion did occur in the dr;mand 

for natural products. In the United St~tes of America consump­

tion of these ma terials hardly ro se a t al l 9 it remained static for 

51) The Economist, 3rd October, 1959 . P.77 . 
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non- ferrous metals, fell for agricultural materials and softwood 

and rose only for woodpulp. In Canada and the Unitsd Kingdom the 

demand for agricultural materials also fell . 

The period 1950- 52 to 1955- 57 was exceptional - it began 

with the Korean boom in primary products and ended before a world 

r ecession . 

The Institute ' s opinion is that the process of substitution 

will continue, especially sines Western Europe i s bound to follow 

the United States of Ame rica . 

The trends discussed above will be int ens i fied if the rate of 

economic growth slows dovm i n the industrial a r eas, b3cause the 

consumption of primary product s and ba sic raw materials will 

immediately decline to a minimum . 

The changes in the world consumption patt~rn is of the utmost 

importance to the application of an economic policy . In the modern 

world no measure should be applied, or a policy formulated, which 

will stimul ate production in a direction contrary to the general 

international pattern . Should the condition change, a l arge anu 

immedL.te change will have to tak : pl ace in the industry and 

economy . 

§ 4 Terms of Trade i 

It appears from Unit ed Nations calculations52 ) that the pri c e s 

of primary products, taken as a whole 9 were about 5i lower in the 

f irst quarter of 1958 than in the last quarter of 1955 i n contrast 

with the prices of manufa ctures which were 6~, higher - a situat ion 

entailing a deterioration in the terms of trade between primary 

products and manufactures of about 10%. The decline in the prices 

of pri ma ry commodities ,va s unevenly distributed amongst the 

various major classes . The sensitivity of agricultural raw materials 

and non-ferrous metals can be clearly seen f rom Table XXXVI. 

52) GATT . , Trends in International Trade 9 Geneva, 1958 . P.17. 
para . 7 • 
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TABLE XXXVI 

Prices of Prima s and 1i:ianu-
factured Goods uros 1953= 

10 • 

Food Agric . Minerals Non- All Manufac . Terms of 
r aw ( inc l. ferrous prima ry goods . Trade 1) 
material fuels) metals products 

1954 107 100 99 99 103 98 105 
1955 96 102 102 119 101 99 102 
1955 IV 95 101 105 128 101 101 100 
1956 I 94 100 107 134 102 102 100 

II 95 101 107 126 102 103 99 
III 98 100 108 117 102 103 99 

IV 100 103 113 116 105 104 101 
1957 I 101 105 119 110 106 106 100 

II 99 104 114 105 104 106 98 
III 97 102 111 96 102 107 95 

IV 95 98 110 90 98 107 92 
1958 I 94 94 109 85 96 107 90 

1) "All prima ry products" divided by "manufactured goods" . 

Source ~ GATT . , Trends in International Trade 2 
Geneva, 1958 . P. 18 . 

Various intGrnat ional me asures have been proposed to make the 

price s of primary pro~uc ts more stable . The most important i s inter na­

tiona l commodity agreements . A great advant age of interna tional arrange­

ments is tha t they can take into account the interests of all importing 

and exporting countries and can t hus avoid the possibility of one country 

or group of countries increasing it s own stability at t hG cost of tho 

stability of others . Ind . od 9 since the Second Vlorld 1i;ar the pr inciple has 

be en generally accepted that interna tional commodity agreements should be 

concluded only in those cases viliere they are entered into and operated 

by importing and exporting countries jointly . 53 ) This has reduced the 

monopolistic position of producers . 

Lately the theory has been advanced that international 

commodity agreements should be ihcluded in packet agreements . 54 ) 

·53) . Idem, P. 72 . para . 211. 
54) Idem, P . 74 . para . 214 . 
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There are t hro e types of interna tional co1runodity agreements 

which embody the following principles~ 

1) The multilateral long-term contract principl e, as embodied 

in the I nternational Wheat Agreement; 

2) The quota restrictions on exports principle, as embodied in 

the Interna tional Agreement~ 

3) The buffer stock principle, as embodied in the International 

'11in Agreement . 

The merits of t he different types of agreements will not be 

discussed . There has of late been a strong movement t owards in­

creas ing commodity agreement . South Africa has, in t his respect, 

taken a leading part . 56 ) It is possi ble th&t the J rice-fluc tua­

tion problem of primary products may to a certain extent be re­

gulated by the conc lusion of these agreement s . The viola tion of 

the re6ulative power of supply and demand must be regarded as the 

main reason rrhy these agreements will always meet with limited 

success . The economic factor is ~l so ignor 3d, because the fact 

t at high-cost producers c-:re encouraged vrhile low-cost producers 

are penalised is being overlooked . 

It follows t ha t a re l i ance on international commodity agree-

men ts can ha rm t h:: economic intere s t s of som: countries, while it 

will advance the i nter::ist.3 of other countries . South Africa should 

do well t o consider all the ~conomic implica tions of these aeree­

ments before enter i ng into them . 

§ 5 Technological trends ; 

Technological trends have already been discussed as underlying 

many structural changes which have t aken place in the economic 

sphere . 

At tention is given here only to the character of the invest­

ment patterns which accompany the technological developments . 

56) The Dai ly Mail, 21st November, 1959 . 
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Only broad conclusions are dr awn . 

The post- war years have been cha r a cterised by h e l aunching 

and c ompletion of many capita l-intens ive project s, such as 

atomic energy power stations, oil pipe lines, large hydro- electric 

schemes and t ho uxploitation of min •ral depos its . Vast sums of 

money have bee inve s t ed i n public ut ility conce r ns, such a s 

transport, communica tions and h ous ing scheme s . 

£v er y period of capi t a l - intensive investment is usually 

followed by a period of labour-intensive investment . This is 

t he patt ~rn to be exp ctod int e indust r ial and relatively h i ghly 

developed countries . In ·che underdeveloped countries the opposite 

trend wil l be t r ue, because t he i nfras truc t ure57 ) i s so under­

developed th~t no major developn3nt projec t can be undertaken . 

§ 6 Conc lusion z 

Future economic development will probably to a l a rge extent 

follow the trend vrhich has been discus2ed in this chapter . An 

i ~tens ifica tion of ths existing trend may be expected in many 

r~spects . The greater the intensi t y of competi tion in the inter­

nati onal s phere is, the more p_ onounced such intensificat ion will 

be . Competition i n the intcrna~ ional sphere will be i ntsnsified 

by the economic powGr gr oups which have been formed in :Jurope and 

which wil l probab l y be formed in Latin- America . Developments in 

tho consumption and technological fields wil l be enhanced by the 

powe r groups and i nc reas~d c ompat ition . The programs a imed at 

t he development of underdeveloped countries by thos e that are relat ive 

ly more developed will a lso add to changes in this r espect . The 

i n t erna tional economic power groups a re especia lly inclined to 

support t hese development progr ums of underdeveloped countries . 

57 ) Tho Economist 2 13th De cornber 9 1958 . P.16 . 
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The European Ec onomic Community in part icular is likely to invest 

heavily in the associated-territories . Coupled to the investment 

projects will be a directive policy which will have as an objec­

tive the supplying of the needs of members of the Community. In­

vestment proj ec ts have a lready been given out on tender and South 

i1.f:ci ca should do well to associate h , rself with the Comnuni ty in 

order to compo te for these tenders, because the African countri es 

which fall under the associated territories are traditional buyers 

of durable capital go ods from South Africa . 

South Africa shall handle opportune to study these world trends 

ca r efully and to guide the domestic economy in the required direc­

tion in order to ensure the createst economic we l fare . For tho 

fur therance of such a study the present South African economic 

institutions and external economic contacts should be carefully 

examined in order to dote r mine whether t hey can cop J with the 

s i tuat ion . Less dependence on London is a prerequisite for the 

reorientat ion of the existing external economic contacts of Sout h 

Africa . Present day developments in tho international economic 

sphere and the dynamic e f eet of those developments make them 

highly i mportant to the long- term ext ernal economic future of the 

Union of South Africa , 

The adoption of tho full free trade principle as the bas is for 

the conclusion of interna tional agreements, as embodied in the GATT, 

is unrealisti c in a world a lready characterised by numerous 

barriers to the movement of factor G of production . The traditional 

policy of t.1e leading country of the free rorld docs not convey 

much hope for progress in thi s direction. The crea tion of a new 

economic community in Europe more dependent than the United States 

of merica on world trade may i n future change the weight of the 

United States in world co- operation , 

Trends in the field of consumption will follow the present t rend , 

The advancement of science and the f a ct that t he law of diminishing 

incroased output does not cpply or apply to the sa me extent as in 

the case of cgricultural commoditie s will most likely l ead to the 
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replacement of natural r~w material s in many produc tion processes . 

Unless something drastic is done the Gxisting disequilibrium 

between the developed -and underdeveloped countries Yrill increase . 

Recognition of this fact will in future lead to greater inter­

national invest~ent projects and regional development schemes . 
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CHAPT!~R Xo 

A SYNTHESI S~ A REO~I •11TATION OF SOUTH AFRICh'S :SXTE:lliAL 
ECONOMir, ~ELATIONS AND A R~VISION OF SOME I NTERNAL 

POLICIE:::i INTERRELATED ·nTH IliJTT.;\NATIONAL TRADE. 

Before t he policy aspects es sential for a reorientation of 

South Africa ' s external trade r elations can be discussed 9 a 

summary of the findings up to now is essential . 

§ 1 . SUMMARY ~ 

a) The ~xport Packet~ 

South Africa' s export packe t is comprised of a r elatively 

small number of commodities of gr eat wei ght. During the past 

20 years a structura l shift has occurred from agricultural pr oduce 

to foods tuffs 9 metals 9 metal manufactures 9 machinery and vehicles . 

This shift in class Vis l ar gely the r esult of the discovery and 

exportation of uranium. Some of these important export commo-

dities such as woo l 9 diamonds and met a l ores are very sens itive 

to international economic ac tivi ty. I n addi tion 9 diamond r e-

sources wi ll most likel y become deplet ed within 20-40 years 9 

whil e the prices of uranium will f all with the expiry of South 

Africa 's agreements with the British Atomic Ener gy Agency in 

1963- 64. World production of this and s imilar substances has 

exceeded effective demand which di d not expand a ccording to ex-

pectation . It may be expected that export proc eeds in r espect 

of uranium wi ll decrease sharply after 1964 9 while the export 

proceeds from diamonds wi ll probably stay at tho present l ev e l 

for ano ther decado 7 folloving which 9 they will rapidly decline 7 

vanishing round about 1980- 2000. Proc eeds from woo l and metal 

ores will mainly follow the trend of world economic activity 7 

whi ch will probably b e of a cyclical nature. No r eason exists 

why a country such as South Africa should t ry to obtain a smooth 

export curve 9 but too lar go a degree of fluc tuation will have im-

portant shock effects on the domesti c economy. The a im should 
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be to ob t ain a greater degr ee of equilibrium between merchandise 

exports and merchandise imports . 

To compensate for these sensitive or uncertain items in the 

export packe t attention should be turned to resources which are 

present in abundance and which are in relatively great world de­

mand . 

South Africa's grea test comparative advantage in the inter­

national economic sphere lies in her abundant miner al resources 

which have hardly been touched up to now. These minerals must be 

exploited by the establishment of heavy industries such as Iscor 

and Sasol 9 and mus t be exploited with the same vigour as copper 

has been mined in Northern Rhodesia. Any attempt to divert 

production t o the manufacture of luxury items 9 such as motor cars 9 

wi ll require l arge outlays of c apital and ski l led labour which are 

r elatively s carce, while production will have to be highl y dif­

f er entiated in order not to di s crimina te against certain makes and 

countries 9 while an export market will not be eas ily maintained 

in view of the s evere int ernational competition 9 particularly from 

the low- labour- cost countries such a s India, China and Japan, but 

also highly indus tri alised countri es in the European Economic Com-

munity o South Africa ' s export potent i a l i s wholly dep endent on 

domes tic production, which again is ha mp er ed by the r elatively 

limited domestic market 9 whil e no control over the externa l mar-

ket c an b e maintained . Costs play an important role in her abi -

lity to export 9 but t his again depends in many instances on mass 

production. This vicious cycl e is complicated by the r elative 

scarcity of skilled Europ ean labour and the stringent social 

l egis lation to maintain the position of the European . It must 

be pointed out that tho various factors of pro duction, l abour 9 

capital and ent erpris e 9 are complementary in such a way that, in 

order to obtain the best r esults 9 they must b e combined in c ertain 
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specific proportions. 1 ) The ratio of skilled to unskilled la-

bour will always grow bigger in the absence of a positive immigra­

tion policy as a result of the fact that the European population 

only grows at the rate of 1.20;-' per year 1 as against the Bantu 

(1.98; ) and the Coloureds (2.5~). 2) 

The result of the surplus production capacity 9 and of the 

limited market 9 is a lack of industrial vitality, pessimism and 

the relative scarcity of competitive conditions 9 which again r e­

flects on the export ability in the form of high costs and inef-

ficiency . 

industry . 

This is particularly the position in the fruit canning 

South African exports go mainly to 1.Vestern Europe ? especial­

ly the United Kingdom ; they also go to the United States of 

America 9 Japan and the Federation of the Rhodesias and Nyassaland. 

This position has been very well maintained over the period 1938-

1958. Exports to the countri es of Lat in-Americ a 9 which are much 

closer to South Africa than the Unit ed States 9 have been neg-

lect ed. The same is true of the r est of Africa and Asia 9 

especially the Sino-Soviet Bloc . 

In order to increase exports more attention will have to be 

paid to thes e r elatively neglec ted markets . A question in thi s 

connection already referred to from time to time is the exter-

nal economic policy. 1-,'hy are these marke ts r e l a tively less de-

veloped and why does South Africa not t ake steps to increase trade 

with these countri es? Thes e countries are all characteris ed by 

specific ideo logical and economic philosophies and belong mostly 

to the non-European spher e. Trade contacts do not r ecognis6 

cultural barriers and it is in South Africa 's own interest to 

develop these potenti a l markets. The problem is all the more 

1) 

2) 

Re ort of the Commission of enquir into · 
the protection of industries ~ U.G. 36 1 
Idem9 P.21 ° 

relating to 
P. 1. Para. 5 . 



203. 

important with the developments which have taken place in the 
I 

post-war period, especially international integration of different 

economies and the internal economic policies followed by indus­

trial countries. 

b) The Import Packet . 

In contrast with her export packet South Africa's import 

packet is highly diversified. During the period 1938-1958 a 

structural change occurred from immediate consumer goods to du-

rable or capital goods. The behaviour of the commodity item 

motor vehicles in particular can be described as explosive in 

character. 

The behaviour of this commodity among others conforms to the 

point of view expressed by the Viljoen Commission, namelyg "A 

survey by the League of Nations has shown that, among countries 

of similar size, a high manufacturing production per capita has 

usually been accompanied by a high per capita import of manufac-

tured goods. The grovrth of manufacturing:1 far from rendering the 

countries concerned independent of foreign - produc ed manufactured 

articles :1 has stimulated the importation of such articles, with 

the result that imports have tended to pursue a course paralle l 

to that of manufacturing activity11
•
3 ) A similar argument in the 

case of South Africa will be as follows. The welfare of the 

European population of South Africe, has been relatively high:1 

mainly as a r esult of the gold and diamond mines. The Europeans 

have grown a ccustomed to these luxury items ; expenditur e by this 

relatively small group of the total population has led to the ex-

cessive importation of motor vehicles . It may be contended that 

motor vehicles are no longer a luxury item:1 but it must be borne 

in mind that the r elative cheapness of petrol and the topographic 

3) Idom:1 P.20:1 Para.145 . 
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factor in South Africa have contributed to a consumption pattern 

different from that which would have existed in the case of 

greater ogalization of national income distribution. 

Imports followed the same direction as exports and it may 

be concluded that South Africa's external trade developed along 

lines only too familiar to previous experiences. It has always 

been the policy of the government to concentrate on certain mar­

kets, with the result that this pattern has become tradition in 

the course of time. Interna tional trade between two particular 

countries can only flourish in the long r un if it is balanced. 

This is true in al l resp ects, except where particular circum-

stances prevail. The argument to have equilibrium between two 

countries can a lso b e seen in the dispute between South Africa 

and the Federation of the Rhodesi a s and Nyassaland which result ed 

in the termination of the South African/Federation Agreement of 

1955. Different power groups in the diff er ent countri es will 

always fight for more interests in the other market and a parti­

cularly strong argument is always the fact that a greater degree 

of equilibrium must be r eached. 

South Africa's imports come for the most part from Great 

Britain, Germany, the United States of America and Japan. Trade 

with many of thes e countrie s is highly unilateral, a s has al-

ready been proved . Ther e is no reason why South Africa should 

not buy more from the markets which have been negl ected in the 

past 9 such as countries belonging to t he Sino-Sovi e t Bloc 9 coun-

tries in Africa , and tho Latin-American countries. Such a po-

licy will immedi a tely strengthen trade contacts with thes e coun­

tries and this will also have a favourabl e eff ect on exports to 

those countri es~ Most of thes e countri es trade only under bi-

lateral agreements which will ensure equilibrium between them and 

South Africa . Many items in South Africa ' s import packet can 

be obtained from the s e r e l ativel y negl ected markets in exchange 
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for South African exports such as wool, fruit, mealies, wattle 

bark extract, chemical by-products and mineral ores, to mention 

only a few. This attempt in the direction of greater equili-

brium between exports and imports can only take place under a 

completely new economic policy, such as bilateral agreements and 

trade contacts with countries whi ch have so far been neglected on 

account of political and other differences. The maintenance of 

the traditional, historical trade pattern over the period 1938-58 

and before has in particular been the result of a conservative 

dogmatic foreign economic policy. 

c) The terms of trade ~ 

The bulk of South Africa ' s exports is comprised of primary 

products in respect of which the terms of trade are inclined to 

move against South Africa. This will be all the more ·true under 

the present trend in the world consumption and production pattern. 

Imports, on the other hand, are mainly manufactures in r e­

spect of which the terms of trade are also likely to move against 

South Africa. The effect on the domestic economy of this down­

ward price movement in the oase of export s and the upward price 

movement in the case of imports will be all the more pronounced 

if the price of go l d is maintained at its present level. 

As in the case of the rest of the world, South Africa's wel­

fare in this respect will be closely corre lated with world eco­

nomic activity, which, in the absence of any exogenous disturb­

ances, will move in the direction of a lower point of activity 

although greater equilibrium. 

Nothing can be done by a single country, such as South Af­

rica, to influence the terms of trade, but an att empt e-hould be 

made to compensate for this sensitivity by the balanced and heal-· 

thy stimulation of industrial growth. Tho a im should not only 

b e to obtain the maximum amount of money in exchange for South 
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African goods 9 but to ensure full employment conditions without 

the sacrificing of the advantages which arise from labour specia­

lization and the principle of comparative advantage. 

d) South Africa's Dependence on International Trade: 

No country in the world can ignore the effect of the theory 

of comparative advantage on her national welfare 9 least of all 

South Africa. The composition of the two currents in her inter-

national trade flow indicates a dependence on world trade as never 

before . Imports of foreign goods amount to as much as 35.9; of 

her total domestic expenditure while only 18.2% of her national 

income is derived from the sale of merchandise goods to foreigners , 

South African industri es will have to find outlets for their 

products if they want to reap the benefits of large-scale econo-

mies. The control of the local manufacturer over the external 

part of his market is a highly uncertain factor . 4) Such con-

tracts can only be established under direct agreements with fo­

reign governments to follow certain practices or to refrain from 

them. 

Local industries can only plan in a guaranteed and stable 

economic climate where the factors which they cannot control are 

arranged by the public authorities concerned . 

Direction should furthe r be given to the external sector by 

policies which will assure minimum interference with the free play 

of economic forces. Thus 9 direct control of imports should be 

abolished and replaced by fiscal measures such as a consumer tax. 

This will not only ensure a long-term trend 9 but it will place 

the incidence on the point most likely to need it. Measures 

which must be altered repeatedly to conform to different condi-

4) Trade boycotts 9 foreign government policies and international 
economic activiti es all play an important role and are more 
likely to have an effect on our foreign market than on our 
domestic market . 
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tions in the economy can only contribute to uncertainty . This 

is especially true in an economy which is already characterised 

by many social regulative measures. 

Sound interventionist policy will in the long run ensure a 

well-balanced economy which 9 in turn, will lead to more exports 

and less imports 9 especially imports of non-essential commoditi es. 

It is of the utmost i mportance to a country such as South 

Africa ~hat greater equilibrium b e tween expenditure on imports 

and the proceeds obtained from exports should be obtained. Un­

less this is done the vigou~ will be drained from the national 

economy through the multiplier effect 9 while the benefits which 

can be derived from economies of scale will not materialise. The 

~elatively small domestic market should be expanded by r esorting 

to external markets, while domestic activity potential should not 

unnecessarily be given to other countries which are relatively 

more developed. On the other hand 9 the benefits to be derived 

from international l abour specialisation and differences in fac-

tor a llocation should not be lost. This is especially true in 

the c ase of motor vehicles and mineral products 9 such as iron and 

steel. 

Developments which have occurred in the international eco­

nomic sphere 9 such as integration movements 9 and domest ic econo­

mic policies 9 such as·pri ce support measures, have added greatly 

to the problem of finding addi tional markets to compensate for 

diversive developments which may take place in thes e integrated 

power groups and industrial countries. This is of particular im-

portance to a country which is highly dependent on international 

trade 9 such as South Africa. To find such additional markets 

will r equire a reori entation of the existing external economic 

policy in order to r emove the factors which stood in the way of 

trade with such countri es. In the cas e of South Africa the con-

ditions which have given rise to such trade barri ers are mainly 
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the lack of a sound foreign policy and the application of a dog-

matic approach. This approach has to a large extent been based 

on the assumption that the interests of the Western World can 

best be served by refraining from trade with certain countries. 

It has already been proved, however, that this assumption ignores 

the basic interests of South Africa and that such an approach is 

without foundation and in contrast with polici es followed by 

other leading Free World countries, such as the United States of 

America, the United Kingdom, Western Germany and Australia. 

e) Post - wa:r developments in the International Economic 

Vlo rld. 

During the post-war period co-operation in the different 

hemispheres has been direct ed at the integration of different 

countries into larger regional blocs. The degree of integration 

varies from a full customs union, strengthoned by other instru­

ments such as a co-ordina ted agricultural and economic invest­

ment and commercial policy, to fre e trade areas with full econo­

mic autonomy. 

The degree of integration will increase with the gradual r e-

duction of tariffs b et ween the member countries. The formation 

of these groups will plac e South Africa and other countries be­

fore a completely new and differ ent economic cont ext situation. 

The dynamic quality of the European Economic Community in parti­

cular is of the utmost importance to South Africa economically as 

well as politically. South Africa's traditional contacts with 

this Bloc have been very strong and are of great importance. 

The inclusion of many dependent territories of Africa in 

these Blocs presents a formidabl e problem and concerns our sup-

plying position in two respects. It j eopardises our Africa 

markets on the one hand, and our European markets on tho other. 
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f) South Africa and the imperial preferential system. 

Much has been said on imperial preferences. The problem is 

so complex and there are so many factors involved that a true 

valuation can hardly be made, 

It may be concluded from the arguments and figures in 

Chapter VI that imperial preferences are not of much value to 

South Africa in her present international economic position for 

the following r easons ~ 

1) The United Kingdom market is the only one in the group that 

is of real importance to South Africa. This is the result of 

the geographical situation. The United Kingdom market will 

for various reasons continue to occupy this position. These 

reasons are~ 

a) Traditional trade contacts. 

b) Britain ' s dependence on foodstuffs and r aw materials. 

c) South Africa's bargaining position in respect of im­

ports from the United Kingdom. 

2) The margin of prefer ence has over the y oars been brought da,-..,nto 

a level where its value is very low. This has mainly been the 

r esult of pri c e movements~ industrial development policies and 

the prohibition of an extension of preferential treatment 

under the GATT. 

3) The fact that the value of a preference depends on tho demand 

and supply elasticity in the different markets. 

4) The distortional effect of preferences on the different sec­

tors of the South AfTican econorrw. 

5) The lack of fre edom on the part of the dominion countries t o 

follow a dynamic economic polj_cy wi th regard to other coun­

tries &nd changing economic conditions . 

In the South African export packet the different fruit items 

are the only commodities which are really sensitive as far as pre-

ferences are conc erned. This is due to sal es by auction where 
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the customs duty cannot be shifted on the consumer. South 

Africa will have to reconsider the position of her fruit exports 

to the United Kingdom before she abolishes preferences on them. 

These commodities are the only ones which are really sensitive to 

preferential treatment. Preferences on many items are of prac-

tically no value and should be abolished in return for the re­

lief of certain South African guarantees to the United Kingdom. 

Although the burden on the South African economy is not great 9 

this will pave the way for a better understanding with other 

countries. Before a new external economic policy can be for-

mulated to meet the rising economic power groups South Africa 

must free herself from the mercantilist environment in which she 

has found herself from the beginning of this century . 

g) South Africa and the different international Blocs. 

The geographical position of South Africa and her economic 

position make the different economic Blocs of very great impor-

tance. In the past the relation with the European Economic 

Community and the British Empire has been of overwhelming weight. 

Her contact with the independent economic countries has been 

less important 9 except in the case of the United States of Ameri­

ca and Japan. 

South Africa's geographical situation in the world is such 

that she will find it hard to integrate with any area in parti-

cular. ThG countries bordering on her are different in many 

ways and the growing nationalism in Africa will for the next 

20-40 years pose an increasing problem to integration. The 

only country .with which integration seems possible is Southern 

Rhodesia . 

To secure her position in a rapidly changing world 9 vnll 

require the formation of a definite foreign policy in which the 

importance of the economic f actor will play a supreme role. 

Such a policy must be virile and dynamic in order to cope with 
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the accelerating international economic and technological situa­

tion. 

Countries like South Africa can only hope to cope with the 

tra de problems which will inevitably arise from regional deve­

lopment if they study these developments carefully and maintain 

very close contacts with these :Blocs. The shock waves emanating 

from integrated Blocs will be t wofold in nature ~ 

1) Natural shocks due to the investment and social policies which 

will be employed in order to stimulate development in a par-

ticular direction. The polici es will not necessarily in-

elude a discriminatory element. South Africa and other 

countries will have to accept these shocks as part of the 

long-term trend, to be r eckoned with i n future planning . 

2) Shocks which are the r esult of deliberat e discriminatory po-

licies. These policies are usually directed a t some parti-

cular country and entail a certain amount of preference for 

other countri es. In the case of the European Economic Corn-

munity preferenc e wi ll be given to t he associated territori es 

and countri es which are pr epar ed t o conclude long-term con­

tracts or bilateral agreements with the Community. The 

European Free Trade Association will according to their 

statutes only extend the preferences among themselves. All 

third countri es wi ll, therefore, r ec eive the same treatment . 

These two economic Blocs in Europe, namely the European Eco­

nomic Community and the European Free Trade Association, creat ed 

a division in Europe which is unreal. The int errelated tra de 

inter ests of the countri es belonging to the two different Blocs 

wi ll probably in the near future l ead to a compromis e , 

Tho Europ ean Economic Community is the more dynamic of the 

two European trade Blocs and wi ll also follow a definite develop­

ment policy in r esp ect of the associated t erritori es in Africa . 

These associated t erritori es in Afric a constitute tho greatest 
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threat to South Africa ' s trade interests in the European Economi c 

Community, but the rising nationalis~ in Africa may result in a 

permanent break with the Community. 

South Africa's trade interest has been mainly in the Euro­

pean Economic Community 7 whi le trade contacts with the European 

Free Trade Association (the United Kingdom excluded) are neg-

ligi ble . On account of this fact South Africa will have to 

maintain the closest contact with the European Economic Community. 

Contact should b e on a basis which can influence the policies 

within the Community in a definit e direction 9 that is 9 which can 

couple certain developments in the Union to c ertain developments 

in the Community. For example 9 rather than developing minera l 

r esources of a poorer quality in the Associa ted t erritori es these 

mine r als shotild be obtained from South Africa which has large r e­

sourc es of a high quality at her di sposal . 

Certain other measures t o be t aken within tho Community 9 such 

as the fixing of the heights of t a riffs 9 can also be det ermined by 

mutual agreement. In this connection more can be r eached by in-

dividua l effort than by group action. Thus 9 South Africa may r e-

c eive better treatment if she negotiates alone rather than through 

the United Kingdom which has consistently oppos ed the Community. 

In this connection attention is drawn to the initiative of Cana-

da. 5) While the Canadian a ttitude is probably not correct 9 it 

proves her beli ef in the formul a ti on of an individual external 

policy . South Africa must r eorientate he r external economic po-

licy in order to include tho obj ectives discussed above. Such a 

r eorientation ~~11 necessitat e the r evision of the existing eco­

nomic obligations of South Africa within the British Commonwealth 

and wi ll r equire more indep endent action. 

5) The Financi a l Times 7 28th J anua ry 9 1960 9 l" .2. "A distinct 
difference of approach has become appar ent be t ween the United 
Kingdom and the Canadian attitudes to Europ ean tradj_ng problems. 
The United Kingdom stress ed the gr eat s cop e for regional trad­
ing systems 9 while the Canadi ans beli eve in multi lateral trade;', 
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§ 2. South Africa's foreign economic policy. 

It is extremely difficult to describe and define a country's 

foreign policy . This is so because the foreign policy of a 

government is not an isolated phenomenon. It is simultaneously · 

a doctrine and a system of actions, and can be only understood in 

the light of other governmental activities g the objectives a 

government has chosen 9 its ideology 9 the economic situations 9 

political conditions, the general background of a nation 9 psycho­

logical attitudes 9 emotional tensions 9 geographical situation -

thus a context situation. 6 ) 

The problem is complicated further by the fact that studies 

of economic phenomena must inevitably be "open-ended" from the 

point of view of the economist; any attempt to draw up a complete 

system showing the loops of causation relevant to economic af­

fairs must include sections of the circuit which pass into fields 

which cannot be the direct concer n of the economist . 7) It should 

b& apparent onough why economists 9 if· they are to make statements 

about policies 9 must be taxonomic ~nd allow for a wide r ange of 

·b· 1· +· S) pOSSl l l uleS o 

Foreign economic policy is only a part of the overall foreign 

policy of a country 9 but al though this is the case 9 special con­

sideration should be given to the formulation of a policy which 

can be adapt0d to the dynamic conditions confronting a country 

such as South Africa in the modern compl ex situation. 

The foreign policy of a country 9 being the dynamic factor 

that it is 9 can only be formulated successfully if it r ests on a 

scientific basis . The scientific basis should be a study of 

social processes 9 a study of dynamic changing conditions in which 

6) 
7) 

8) 

Grose F. 9 Foreign Policy Analysis , New York 9 1954. P.22 . 
Day A.C.L. 9 The Taxonomic Appr oach to the Study of Economic 
Policies , Americ an Economic Jlevi ew 9 J-Carch 9 1955 . P.67. 
Idem 9 P .68 . 
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variables and f acts are mutually interrelated. Thi s being the 

case 9 the question immediately follows : who shall formulate the 

foreign eco1wmic policy of a country. In a country such as South 

Africa the problem is of great magni tude 9 because it is so close­

ly interwoven with po litica l and demographic factors. 

For South Africa forei gn economic policy has 9 to a large ex-

tent 9 been formul a ted by the United Kingdom. As a ma tter of fact 

South Africa has been one of the countries too dependent on the 

United Kingdom for her foreign economic policy . To quote from 

Hansar d~ 9 ) "As I have said 9 it has been the position in the pas t 

that the United Kingdom as such has had to undertake negoti a tions 

a lone in these matters 9 but this is a challenge to the entire 

Commonwealth and a challenge i n particular to us here in South 

Afri ca." The words to 11 undertake negotiations a lone" a re typi-

cal of the at ti tude which exists. From the same Hansard I a ls o 

quote the words of the minister of Economic Affairs ~lO) "But what 

i s of import~nce to us is the fac t that just recently Britain 9 

whi ch is not included in the Six9 has tried to become linked up 

with this Common 1iarket 9 but on a different basis ~ namely on the 

basis of fr ee trade . In other words 9 her proposal i s that she 

shoul d be linked up with these territories in such a way that 

ther e will be f r oe trade between Eritain and the s i x t erritori es 9 

but they wi ll retain thei r ovm ext erna l t ariff and their own eco-

nomic policy Je adopt ed the attitude that if this could 

happen we would we lcome i t because a greater European unit woul d 

be better than a l imited one and because we would not like t o see 

two Eu.ropes co ming into being in the economic sphere 9 and be­

cause it would be to our advantage if' we could be linked up in­

directly with these six countri es and at the same time retain 

9) 

10) 

Hansard 9 8th-12th June 9 1959 . P.7526. Speech by the Honour­
able Dr. H.G. Luttig 9 .Government spokesman . 
Idem 9 P.7602 . 
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our most important imperial preferences I can give honour-

able members the assurance that this is something which may be of 

great importance to South Africa in the future. But I do not 

agree that this is a matter for the Commonwealth nations". 

Attention is drawn to the indifference of the Government to 

the Common market? to the lack of detailed scientific facts on 

which the conclusion i s based and the fact that Britain must ne-

gotiate. (Vide the foreign policy of the United States dis-

cuss ed elsewhere in this thesis.) 

Before a body has been formed t o make a detailed study of 

foreign economic events and the position of South Africa in r e la­

tion to these events and befo e a positive public relations offics 

has been created the formulation of foreign economic policy in 

South Africa must remain indefinite and uncertain . The formul a-

tion of a definite foreign policy with economics as a cornerstone 

will necessita te the application of instruments other than trade 

to foster economic contacts and we lfare. 

Another aspect of South Africa ' s foreign economic policy is 

11) 
illustrated by the fact that only one trade agreement has been 

concluded in the pos t-war period . South Africa has? instead 

of conc luding an agreement? applied sanctions against Japan under 

Article XXXV of the GATT. New Zealand and Australia on the other 

hand have both concluded agre ements in 1957 . The terms of these 

12) 
agreements are the extension to Australia and New Zealand of 

most-favoured-nation
13

) treatment and non-discriminatory import 

control treatment. Japan also undertook to maintain the present 

duty-free entry for Australian wool fo r three years. In additi on , 

90:; of Japan's total foreign exchange allocation for wool wil l be 

11) South Africa/Federation of the Rhodesi a s and Nyassal and 
Trade Agreement 5 1955 . 

12) Australia-New Zealand/Japan Trade Agr eement ? 6th July, 1957. 
13) Japan usually maintains a system of bilateral trade agreements 

and exchange allocation agreements . 
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available for Australian wool in the form of a global quota. An 

important qualification is that Japanese exports must not harm 

Australian and New Zealand industry, 

South Africa ' s attitude towards bilater a l agr eements is un­

realistic in the moder n world and results in the loss of an oppor-
14) 

tunity to extend ngoodwi ll agreements", More recently many 

bilateral trade agreements have merely provided fo r indicative 

lists of exchangeable goods without specifying the quantity or 

value to be traded, Discrimination is therefore not likely to 

arise 9 unless there are accompanying exchange arrangements in 

t erms of which non- convertible credit balances may ac crue to one 

of the partners and which cannot be used for purchases in thi r d 

countries and therefore result in a stepping- up of imports f r om 

the other partner country, 15) 

Bilateral agreements are more widely used by t he under­

developed countries 9 many of which have a keen des ire to find new 

markets f or their staple exports and to diversify their trade re-

lations by establishing direct commerci a l contacts abroad , 
16) 

Many of the leading exponents of the free trade rincipl e in 

the Western World 9 such as the United Kingdom 9 have maintained 

bilater a l agr eements with countries which have for various rea­

sons been unable or unwilling t o conduct trade on a multilateral 

basis. It is f elt that a valuable opportunity to bring total 

merchandise exports and imports in a greater state of equilibrium 

with each other is lost because of this dogmatic adherence to 

t he principle of multila t er al trade which is theoretically sound; 

but impractical in a wor ld where numerous res tri ctions exist , 

South Africa should 9 especially in a world where long-term con-

trac ts are concluded between the economic power blocs and other , 

14) GATT ,, Internationa l Trade 1957-589 Geneva , .1959 . P,262, 
15) Idem 9 P . 262 . 
16) Idem 9 P.262, 
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countries 2 seriously re-consider her attitude towards bilateral 

agreements. The fact that she is an important gold producer is 

for the formulation of an external economic policy of no practi-

cal and theoretical importance under the circumstances wher e the 

price of gold has been fixed and controll ed by a foreign country 

since 1934 . 

South Africa in particular has refrained from bilateral trade 

ag~eements of the barter type. 17) This approach is nothing less 

than severe discrimination against countries which have no inter­

national reserves of any magnitude 9 such as members of the Sino-

Soviet Bloc and Latin-American countri es. This is a lso the rea-

son why trade with these countries has remained negligible over 

the period 1938-58 . 1!.'hy such a dogmatic approach has been adop­

t ed i s not clear . Suffice it to conclude that the harm to the 

country's interna tional economi c relationships has been consider-

able . 

Again attention is drawn to t he policy adopted by the United 

States of America in this connection. 18) Sec tion 2 of Public 

Law No . 480 r eadsg nrt i s hereby declared to be the policy of 

Congress to expand international trade among the United States 

and fri endl y states 9 to f acilitate the convertibility of currency 7 

to promote the economic stability of American agriculture 9 and the 

national welfar e 9 to make maximum effici ent use of surplus agri­

cultural commodities in furtherance of the foreign policy of the 

Uni ted States 9 and to stimulate and facilitate the expansion of 

foreign trade in agricultural commodities produced in the United 

States by providing a means whereby surplus agricultural commodi­

ti es in excess of the usual marketings of such commodities may be 

17) Speech by the Minister of Economic Affairs before the Ameri­
can Club in Johannesburg 15th May 9 1959. The Star 9 15th 
May 9 1959 ° 

18) Public Law No. 480 9 originally enac t ed 10th July 9 1954 . 
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sold through private trade channels and foreign currencies accep-

ted in payment therefor. It is further the policy to use foreign 

currencies which accrue to the United States under this Act to ex-

pantl international trade 9 to encourage economic development 9 to 

purchase strategic material s 9 to pay United States obligations 

abroad 9 to promote collective strength and to foster in other 

ways the foreign policy of the United States". Section 104( b) 

of the Act reads ~ "To purchase or contract to purchase strategic 

and critica l materials, within the applicable terms of the Stra­

tegic and Critical Materi a ls Stockpile Act 9 for a supplemental 

United States stockpile of such materials as the President may de­

termine from time to time under contracts1l 

Payment for many of these strategic materials can only be 

made on a barter basis 9 i. e. the supply of surplus agricultural 

products. The extensiveness of these laws 9 i 9 ) their integration 

. th A . f . 1 · d th . d. . · t 20 ) t wi merican or eign po icy an eir 1scr1m1na ory na ure 

must be taken note of. 

Straightforward barter transactions in terms of which no 

foreign exchange will be transferred to South Africa as payment 

for products exported from South Africa are prohibited by the 

Union ' s :E;xchange Control Regulations . 21 ) Such transactions ar9 

permissible as a "compensat or y deal' 1 in terms of which a private 

importer in possession of the necessary import facilities buys ar-d 

pays for South African goods wi t h the currency so obtained. The 

complicatedness of the dea l can be seen f rom the fact that four 

different steps covering payment alone are r eQuired. This is in 

compl e t e disharmony with the exist ing business practice and is a 

19) 

20) 

21) 

Section 402 of the Mutual Securities Act. The Trade Agree­
ments Extension Act of 1958 9 in Foreign Agriculture 9 October , 
1958. P.9 . 
Americ an Cargo preference laws re~uire that 50~ of al l such 
cargoes must be carri ed in United States vessels . 
Government Notice No. 2800 9 2nd November, 1951 . Reg.9(I)A . 
Government Notice No. 2801 9 2nd November, 1951 . Reg.6. 
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fundamental disregard of the basjc 11 laws" underlying legal tender. 

The making of regulations of this nature complicates the ex­

change process to an extent where it amounts to nothing less than 

total pr ohibition. The existence of such a rigi d foreign econo-

mic policy under modern conditions is peculiar to South Africa 

a lone and must be s e en against the background of our cultural­

idea system . The traditional "isolationist" 
22

) policy can never 

serve as a founda tion for the moulding of the policy r equired, 

For the establishment of future int erna tiona l relations past ex-

perience is not enough . The tempo of social change and changes 

in technology create a new situation for which the past can offer 

23) 
no answer. 

In the past South Africa has had one stable
24

) factor in her 

economic r elations with the outside world 9 namely her geographi-

cal location. A g lance at the map illus tra tes the unique and 

advantageous geographical position which South Africa posses s es 

in the deve lopment of markets outside her borders . Internationa l 

events 9 modern a ircraft and the widening of the Suez Canal may 9 

however 9 also change this factor and futur e for ei gn policy will 

have to cons ider this. Any developments which ma;y- occur will 

probably influenc e South Africa's exports . 

25) 
a s ~ Foreign policy can be defined "A well-rounded 9 com-

prehensiv_e plan based on knowl e dge and exp erienc e 9 for conducting 

the business of the gove rnment with the r est of the world. It 

is aimed a t promoting and prot ecting the interes ts of the Nati on . 

This ca lls for a clear understanding of wha t thos e interests a r e 

and how far we c an hope to go with the means at our disposal. 

Anything less than this falls short of being a forei gn policyn . 

22) Robertson H. LI . 9 " Economic Co-op eration be t tve en Western Europe 
and the Commonwealth11

9 in South African Journa l of '<'conomics , 
December 9 1951 . P.317. 

23) Gross F , 9 F'oreign Policy Ana lysis 9 New York 9 1954 . P.XX . 
24) Idem 9 P.23. 
25) Idem9 P.45. 
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Proper research is a prere~uisite for intelligent decision, 

so essential to a continuous process of policy formulation. Be­

cause of the interdependence a change in one of the factors re­

sults in changes in the others 9 which involves their re-adjust·-

ment. 

cesses 

Adjustment of factors 9 in turn 9 gives rise to social 

which affect the complex canvas of human society.
26

) 

pro­

This 

will be the effect of international economic power groups such as 

the European Economic Community . 

Foreign economic policy is a function of domestic economic 

policy and vice versa . 27) There is no doubt as to the importance 

of this f act t o the economic welfare of a country. Every deci-

sion of the entrepreneur in every industry at any moment depends 

on a whole series of interrelated dynamic factors. Some of these 

factors are more dynamic than others. Thes e fluid. factors must 

be controlled by a hi gher authority . The control of these fac­

tors by the supreme authority cannot exceed national boundari es . 

It is of the utmost impor tanc e that a domestic and foreign policy 

should be formulated to control the most suitable climat e for 

economic we lfare . 

The gravest problem in the international economic sphere 

during this centur y has pr obably been the economic policies which 

have been formulated and followed by the United States of America. 

These policies ar e not only v er y restrictive j but they are also 

v ery aggressive. Not only have they been affecting other coun-

tries directly 9 but they have also in many instances been r e­

garded as the model on which other countries should model their 

own economic policies. The success of international organisa-

tions such as the GATT depends to a l ~r ge ext en t on the attitude 

adopted and applied by the United States and other leading coun­

tries . 

26) 
27) 

Idem 9 P.95 . 
Idem9 P.158 . 
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South Africa and other small countries will act wisely if 

they also adopt more aggress i ve external economic policies. No t 

only wi ll such a step improve the export/import ratio, but it wi ll 

compel the se powerful countries to follow a less aggressive and 

selfish economic policy. Any r eorientation of South Africa 's 

external economic policy should aim at the vigorous protection of 

her interests and more weight should be given to such a policy 

than the adhe r ence to foreign obligations which do not count with 

other more developed countries . South Africa can afford such a 

policy in view of the f act that she has an adverse trade r atio of 

1: 4 with the United States of America and approximat ely.5: 1 

with the Uni t ed Kingdom and Germany. 

§ 3. Instruments for the formul a tion of an economic Pan-

African policy. 

The instruments r eQuired for the formul a tion of South Afri­

c a 's foreign policy will be a r evision of the national budget with 

the inclusion of vot es for the financing of research, as well as 

the provision of scientific and educational facilities throughout 

the Continent of Africa . Only then ·wi ll her viewpoints be car­

ried to the new independ ,nt stat es in Afri c a and will she be re-

garded as the economic hinterland of Africa. Any eclipsing of 

the economic importance of South Africa by other African countries 

can only r esult in a l oss of economic contact. The establish-

ment of Bantu Univer s ities provides a uniQue opportunity for the 

laying of the foundations of a Pan-African policy so vital to the 

fostering of trade, The precarious position of South Africa a s 

far as trade with African countri es is concerned 9 has already 

been discussed . 

South Africa's policy in r espect to the rest of Africa has 

been described as "a doctrine in the making, a process of adjust­

ment to the f acts and the needs of a developing situa tion which 
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28) 
has barel y begun to shape its elf. 

It is felt that the policy of the Government to establish 

contact with independent states in Africa, to co-operate with 

them and to convinc e them that the Union ' s aim is to maintain 

fri endly relations with them and that our policy of r acial segre-

gation must rest on a firmer economic basis. South Africa's 

participation in t io int ernat i onal organisations conc erned with 

the development of Africa, namely the Commission for Technical 

Co-operation , known as the C.C.T.A. 9 and the Scientific Council 

29) for Africa South of the Sahara , known as C.S.A. 9 although of 

great importance, has been of very little economic significance . 

A project such as the Colombo planJO) wil l be v ery much more ef­

fective and may be just as r emunerative as the Marshall plan has 

been for the United States of America. The follo ving quotation31) 

from the abovementi oned fact paper is r Gl evant i "Indeed, the 

Union r efused to participa te in the Economic Commi ss ion for Afri­

ca inaugurated by the United Nations l ast year and which he ld its 

first meeting in Addis Ababa r ecently, because it wished to avoid 

overlapping with these two organisations . 

At that t ime the Minister of Ext erna l Affairs announc ed that 

the Union might r evi ew its dec ision if it should appear that its 

fears wer e unfounded ••• It is doubtful whether the Union stand 

to gain anything by • • • even on grounds of principl e - refraining 

from any internationa l concert on the future of Africa ••• This 9 

28) Paper read a t the 10th annua l congress of the South Afric ~n 
Bureau of RQci a l Affairs a t Durban on 3rd April 9 1959 9 by 
Mr. W. van I-IE: erden published as Fact Paper 72 9 May 9 1959 9 by 
the South African Information Service, Pretoria, P .3 . 

29) Idem, P. 9 . 
30) Commonwealth Survey 9 20th J anuar y, 1959. P.6 2. In 1959 con­

tributions of Commonwealth countries towards the Colombo-p l an 
wer e Australia 1952-59 £27.3 million ~ New Zealand 1952-59 £8 . 3 
million ; United Kingdom £123.25 million; Canada £72.64 milli o~ 
United States of America £1428.57 million. South Africa do es 
not belong to the plan. 

31) Paper read at the 10th annual congres s of the South African 
Bureau of Raci a l Affairs at Durban on 3rd April 9 1959 9 by 
Mr. W. van Heerden 9 published as Fact Paper 72 9 May 9 1959 9 by 
the South African Informa tion Service ~ Pre toria 9 P.9. 



however, must be said in regard to the work of the C.C.T.A . and 

the C.S.A. g Firstly most of it is done in the spirit of 'let not 

thy l eft hand know wha t thy right hand is doing' •• • from the 

point of interna tiona l relati ons it ha s the drawback tha t the 

r est of Africa is hardly awar e of the extent of its indebt edness 

to the Union in resp ect of her share of the technical development 

of the Continent." 

South Africa should establish direct contact with the r es t 

of Africa and not through the liaison of Europe. 32) Economic 

measures by many countri es in Africa have been the latest attempt 

to hit South Africa's traditiona l segregation policy ,33 ) 

Before trade with c ountri es in Africa can be exp anded the 

formulation of a Pan-African economic policy will be nec essar y. 

For the application of this policy us e must be made of economi c 

instruments, just as ad.v ertisement costs must be paid for by tho 

individual firm or indus t r y . The benefits to be r eaped will 

stretch oVer a l ong-ter m period and may be the differ enc e be t ween 

economic we lfare within a dynamic unit or economic isolation on ,1 

continent whi c h will become int egr a ted more and more. 

§ 4. Conclusion g 

Any economic poli cy, domestic a s well as f oreign, can only 

succeed if it i s based on sound long-term principles. In a worl d 

beridden by rela tive s carciti es the application of a means in one 

direction is bound t o result in a diversion elsewhere. The fin al 

r esult , the national income, will depend on the success of the 

policy to stimulat e the economic principle to the optimum point . 

It follows tha t South Africa wil l hav e to be extremely caro­

ful not to stimula t e industri es by protection where no compara tive 

a dvantage will ev er be ob t ained. Again a s ucc essful policy oan 

32) Idem, P.10. 
33) The Star, "Trade boyco tts by Ghana, Kenya and Tanganyika" , 

30th Sep temb er, 1959. P.5. 
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only be f ollowed if all the relevant facts are known, hence a de-

termined but not too comprehensive protectionist policy . On the 

other hand, no potential industrialist should be left in the dark 

a s to state policy. 

Only on a sound, well-sustained domes tic economy can the ex-

ternal sector be built. The success of any foreign economic po--

licy is to a l a r ge extent the outcome of the r esi lient features of 

the domestic economy . The s uccess of the int erna l sector of the 

economy depends again on the r esults obtained in the internati ona l 

sphere. The interwovennes s of the nationa l and world economy 

calls for the hi ghest degree of objectivity, which can only be 

obtained by the f ol lowing of a long-term policy without 9 however 9 

sacrificing the many short-term advantages. 

A reori ent a ti on of Sout h Africa ' s externa l economic r el ations 

in the light of the rising int ernationa l economic power gr oups must 

be based on a dynamic foreign policy which can only be formul ated 

aft er the acqui s ition of t he neces sary s ci entific economic facts. 

It is the contention of the writer that an ins ti tut i on for the 

compila t ion and formul a tion of s uch facts and for the advising of 

the Gov ernment does not" exist in South Africa. 34) The establish-

ment of such a body i s a bas ic requirement for the success of any 

po licy t o be f ollowed against the rising power groups. 

A reva luat i on of imperial preferenc es should be undertaken 

on the highest l evel unde r the guidance of a Commi ssion of En-

quiry. Thi s will s timula te public interest which is of vital im-

portance wher e politics play an import~nt part. Pr eferenc es 

should be r eadi l y abo lished to fre e t he country from the shackles 

of her r e l a tions with t his obso l e t e remnant of mercantilism. 

34) The announc ement of the formation of' an Advi sor y Council by 
the Prime Minister is a s t ep in this direction . The s truc­
ture of this Council must still be announced~ Dagbreek en 
Sondagnuus 5 6th Nov ember , 1959 . P.l. 
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South Africa ' s international trade is precariously balanced on a 

market of decreasing import ance and beridden with political con­

siderations, such as tra de boycotts based on political bias, a 

phenomenon more likely to increase than decline . 

South Africa must a lso as a prereQuisite revis e her dogmati c 

principles as to c ertain interna tiona l trade and exchange prac­

tic es such as bilateral agr eement s and trade with the Sino- Soviet 

Bloc which, a l though not tho mo s t cl esirable hav e been pursued b;y 

some of the most powerfu l economic entities . 

Contact wi th the most powerful economic Bl oc, the European 

Economic Community, must be strengthened by accrediting of an 

Ambassador Extrao rdinary and an adeQuat e personne l to the Euro-

pean Economic Co mmuni ty in Brussels . Wher e possible contr a c ts 

should be concluded to supply the miner al r eQuirement s of this 

Bloc. This will become of the utmost importance when tho Belgian 

Congo gains- its independence and , as is expectod, l eaves the Co m-

munity . Even if s he does not , the comparative a dvantage of 

South Africa as far a s miner a l and met a l r esourc es are concerned 9 

should ensur e maximum economic contacts with member s of the Com-

munity. South Africa should a lso give serious cons ideration to 

the advis ability of es tablishing branch industrie s in the Co mmu­

nity which can develop the principl e of "Kons umori enterung". 

Thi s will ensur e a v a luable mar ke t f or some of her frui t products 

in r esp ect of ·which the EuroptJan market s have a particular tast e 

and preference . 

Special attempts mus t a lso be made t o conclude bilater a l 

agr eements with Latin-American c ountri es and J apan. Although 

the s ituation in r egard to the Sino-Sovi e t Bloc i s domina t ed by 

political consider ations, nothi ng s hould be dono t o discourage 

economic contacts wi t h t hem. If Sou th Africa wi ll not do this 

other countries of the Free World will. 

As a component of South Africa ' s for ei gn policy in r espect of 
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Africa greater stI'ess should be placed on technical assistance 

and direct financial aid to underdeveloped countries south of the 

Sahara. The economic v a lue of s uch a policy wi ll be of a long-

term standing. 

Whatever pol~cy is adopted , it shoul d rest on minimum as well 

as maximum objectives. The f ounda tion of such a policy must be 

economic science . 

South Africa cannot rely on the GATT to have a favour ab l e in-

fluence on the freeing of world trade. Her attituQe as a rela-

tively underdeveloped country towards the GATT should be cautious 

on account of the weak bas i s whi ch underlies the GATT and the op en 

disregard shown by well develop ed countries fo r the GATT rul es . 

South Africa will a l so have t o r ealise tha t the internal policies 

of the main industrial countri es ar e aggr essive and restrictive in 

nature and that they will probably continue t o be so during the 

years to come. 

The main objective of any external economic policy should, 

however 2 be to obtain greater equilibrium bet ween total merchandi se 

imports and exports. In order to achi ev e thi s objective l ess r e-

li ance can be p l aced on the traditional marke ts where economic 

integra tion will play an important r~le. Mor e a tt ention s hould 

be given to the markets which have been negl ected in the past. To 

r each thi s aim the external economic po l icy should be r eori en t ated 

to eliminate the fac to r s which hav e been r esponsible for this 

dev elopment . If thi s is not done the di sequilibrium will conti-

nue to exist? which will r esult in the s t agna tion of the South 
) 

African economy bocause of t he i mpossibility of obtaining t he ad-

vantages of economi cs of scale in a small domestic market . This 

wi ll r esult in continuous underemployment wi th a ll the evils pacu-

li a r t o it . In a country such as South Africa where the price of 

the main expo rt it em, namely gold , has been pegged down for 26 

ye ar s, an ext ernal policy should be v ery definite &nJ well-for mu-
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lated to compensat e for the loss in forei gn r es erve potential. 

No thing should be spared t o conclude trade contacts which will 

contribute towards grea t er equi librium in the externa l sector . 

All consider at ions should be t aken wi th a long-term objective 

in mind. Thi s can only be achi eved by a well-directed econo­

mic policy based on a detailed study of developments throughout 

the whole world . 
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