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CUSTOMS UNIQM

REPORT TO THE CONTRACTING PARTIES

The Working Party examined the Interim Agreement for the re-—
establishment of a Customs bnion between the Union of South Africa and
Southern Rhodesia, in thé'light of‘fhe provisions of Article XXIV nf the
General Agreement, and gave consideration to the proposals concerning
the length of time required for the attainment of the proposed union
which were put forward by tﬁe‘représentatives of the Union of South
Africa and Southern Rhodesia atvthe meeting of the CONTRACTING PARTIES
cn 22 April 1949, Aé a result of this study, the Working Party submits
for consideration by the CONTRACTING PARTIES the follewing information,
comments and recommendations,

The Elimination of Tariffs and Restrictive Repulations between

South Africa and Southern Rhodesia.

Article 5 of fhé Interim'Agfeement establishes that, subject to
certain exceptions, animals ang goéds'grown, produced or manufactured
in the territory of either party are to be admitted free of customs duty
into the territory of the oiher party.

In accordance with Atticle 6, a few Southern Rhodesian products,
as set out in Anrexure B, will remain subject to duty when imported into

South Africa., Under Article 7 duties will be impased in Southern
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Rhodesia onlé number; of ‘South African products enumerated in Annexure:Ci .,
It is intended that import duties ieviéd in accordance with Articlglé aﬁa.
7, and also the export dﬁties referred to ih Arpicle 9’,Wi;l remain in
force only during the transition period, and thaﬁ,'éé'énéiSAQed in Article
8, negotiation§.wi;l prqceed for the elimination of these duties and the

achievement of a free flow of tra@e;between the two territories.

Annexure B.

The Working Party was informed that the duties which will be
maintained on Southern Rhodesian products imporited into South
Africa, are lower than the m-f-n rates of the South African
tariff; the rates on items 54, 57 and 58 are unchanged from
the duties imposed on imports from Southern Rhodesla prior to
1lst April 1949, and the rate on item 202 (1) has been imposed
in lieu of the import permits previously required.

JAnnexure C. ,

The rates of duty which appear in column L are those that were
imposed on South African products imported into Southern
Rhodesia ‘prior to 1lst April 1949; in certain circumstances
the margins of preferasnce to South Africa may be reduced by
the increase of these duties to the rates enumerated in column
5. None nf the rates in column 5 is higher than the m-f-n
rate of the tariff of Southern Rhodesia, and most of them are
lower. The representative of Southern Rhodesia estimates that
the items.appearing in Annexure C comprised approximately 30%
of total imports from South Africa in 1947.

The general prineciple that trade between the territories of the two
parties to the Interim Agreement is to be free of quantitative
restrictions is set out in Article'lo.':'This principle will also be subject
to certain exceptions“dﬁring the transition~périod as provided in Articles
10, 11 and 12, The restrictions ennumerated in Annexure D will be
reviewed from time to time with a view to their removal., It is possible
that a few donﬁrolé of tradé,prrticularly‘those pfovided in paragraph 3
of the Annexure, will be fétéined even after,the re~establishment of the
Customs Union.

The Wbrkihg Parﬁy was informed that South Africa granté‘to products
of Southern Rhodéaian ofiginfcxeptioh from the réstridtions which have
been imposed for balance-~of-payments reasoris, and that Southern Rhodesia
has not imposed any restrictions on the import of South African products

for balance-of-payments resagons.
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2. The Establishment of a Common Tariff '

The eventusl application of substantially tha same tariff by South
“Africa and Southern Rhodesia to the trade of other Contracting Parties
"is foreséen in Article 13 which provides that progressive aﬁjustments

of the m=f-n fatgs_will be made with a view ultimately to seguring
uniformity. ' Artiele 13 further provides that.the two Governments will
endeavour wherever possible to apply the lower of the two rates at
present in force. A schédule reflecting the duties which are at present
divergent has been prepared and will be made available to the Secretariat
for distribution to the Contracting Parties.

The representatives of Soufh Africa end Southern Rhodesia indicated
that their Governments have made no plans-concerning t.e preferential
rates of duty which individually they are permitted to apply to goods
imported from some of the territories listed in Annex A of the General
Agreement., The Working Party was informed that Southern Rhodesia grants
preferential rates on many products.but South Africa on only a few.

Several,ﬁembers~of the VWorking Party expressed regret that the
Interim Agreement does no. provide a more definite indication of the
steps that will be taken to bring about uniformity in the tariff to be
applied to impdrts from other Contracting Parties, but they recognized
that there are special circumstances to be taken into account,

The Working Party understands that the Governments of South Africa
and Southern Rhodesia are iikely ip‘give‘cqnside;ation in the near future
fo the acceptancé of the Special Protocol relating to Article XXIV, and
'may, consequently, become subject to the provisions of the Article as
émended at Havaha. When it is known whether the Protoéol has been
accepted, it will be necessary for the CONTRACfING'PARTiES to review the
obligations of thc twe Governments in respect of uniform tariff rates in

the light of the requirements of the version of Article XXIV by which
théy ;re bound.‘ .The”Wbrking Party sccommends that this review be under-
iaken when the first annu:il report of the Customs Union Council is

available.
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The provisions of Article 21 deal with the treatment of products
which are only partially nenufactured in South Africa or Southern
Rhodesia. The manuf ctures of either territory have to éomply with
: the conditions laid Jdown in this Article in order to qualify for the
spécial treatuent contemplated in the Interim Agreement. The Working
Party was informed that the South Africa-Southern Rhodesia Trade
hgreement of 1935, which was terminated on 31 harch, 1949, provided
that up to 50% of the f:uctory cost of finished products could
represent labour and materials o;fnouﬁffféswhot‘mentioned in Annex A
of the General Agreement. /Uﬁaér the Interim Agreement 75% of the
fzctory cost of sone finisﬁed products may represent labour énd
materials of countries not mentioned in Annex A and‘only 25% need
represent the products and lazbour of South ifrica or Southern Rhodesia.
To this extent prefecrential treatuent has been reduced, and more
favourable treatment is now accorded to‘other Contrzacting Parties.

3. Trade Regulations

It is the intention of the th’parties to the Interim Agreement
that their respective regulations’;n all trade and customs matters,
including methods of determining value for cuséoms purposes, shall be
made uniform, In this connection attention is drawn to the Preamble,

to Articles 10, 12, 17, 23(c) and, particulerly, to Article 20.

L.  QOther Transitional Measures
The articles of the Interim Agreement which contain provisions
relating solely to action to be taken by the two Governments during

the transition period include articles 14 to 18 and 22 to 24.

5. Relations with Neighbouring Territories

It is provided in Article 25 that the Toerritory of South West
Africa is to be regarded a2s part of the Union of South ifrica. This

territory has been administcred as a part of the South African customs
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territory for more than 25 years, and is named as being included in

" the Union of South Africa in Annex A of the General Agreement.

The‘Interim Agreement provides, in Article 3‘and elsewhere,

. for the p0551ble extension of the customs union to other African states
or territories. Four nelghbourlng terrltorles are mentioned in the
Agreement, namely, the Cology of Northern Rhodesia and the Protectorates
of Basutoland Swaziland and Bechuanaland The representatives of
South Afrlca and Southern Rhodesia furnlshec the following informaticn
concerning the existing commercial relations between their countries and
these four terfitories. Since 1210 South Africa has had a complete
customs union with the three Protectorates - there aré no customs:
barriers and documentation is not required for the movement qf
merchandise except in the case of liquors removed frdﬁ the Union to

. the Protectorates. Since 1930 South Affica has had a customs agreement
with Northern Rhodesia which providestfor the frge interchange of
domestic produce (with a féw exceptions) and fiﬁancial adjustments in
respect of duties collected. A similar customs agreement has been

in force between Southern and Northé;n Rhodesia since 1933. With the
three Protectorates, Southern Rhodesia has only a very small trade,

and this is regulated by customs agreements of long standing.

The possibility of South Africa or Southern Rhodesia entering
into a separate customs union with a third country is mentioned in
Articles 6 (d) and 7 (f), but the Working Party was assured that no
such development would be permitted to interfere with or delay the

achievement of the union envisaged in this Agreement.

é. 2 Plan and Schedule for the Completion of the Customs Union.

The representatives of South Africa and Southern Rhodesia ex-

plained the problems invclved in the re-establishment of this customs
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unicn which make it difficult to formulate.af this staée a definite
schedule c» time-table for the &arious steps that ﬁill be taken

towards the removal of the customs barriers between the two countries
and the adoption of substantially the same tariff and regulations in
respect of imports from other Centracting Parties. The main difficulty
arises from the deveiopment of secondary industries in Southern Rhodesia
during the last war; many of these are competitive with longer-
established eaterprises in South Africa, and if they were deprived
immediately of all protection they could not' survive and unetploj nent

would result., The Government of Southern Rhodesia believes, and the

1

Government of South Africa concurs in this opinion,  that these industries’

could be established on a sound economic btasis provided they are
protected during the early years of their development.

Although no specific schedule is included in the Interim Agreement,
as required by Article XXIV, the representative of South Africa proposed
at the meeting of the CONTRACTING PARTIES on 22 April, and this proposal
was repeated to the Working Party, that the two goverrments would
undertaks:

a). to complete the re-establishincint of thc customs union

not later than 1 april 19%59;

b) to sutmit to the CONTRACTING PARTIES a definite plan
and schedule for the second five year period not later
than 1 July 1954;

‘c) w0 submit to the CONTRACTING'PARTIES a progress report
not later than 1 July 1952;

d) to supply to the CONTRACTING PARTIES not later tham
1 July of each year copies of the annual report of
the Custcms Union Council, the first report to be

submitted in 1950.
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Pnese four proposals wore discussed by the working Party.
Seversl aenbers Jhousnt thaet tlie periOd of ten yeers wes longer than
siould gencrally be {ixed for the completion of a customs unlon, but

it was recognized tnat in conncctlon Wlth ca ch proposed union the
M“‘-

characteristics of the ccououacs of tne countrles concerned will have

~— e i e A ——

to be taken into account. witn tnat con31deration in mind, and in

prn——

the light of the circumstances descrlbed in the first ;ara"raph of .

this section, the ;orking rarty agreed not to gress its cxltchSu of
the ten year period, Furthermore, the .orking Party took into account
the assurances of the representatives of South Africa and Southern
shodesia that it was the desire of their Governments to bring about the
completion of the union more expeditiously if that should pgrove at all
possible.

The ‘orking Party welcoues the proposal of the two Governments to
submit to the CONTR..CTING ~ARTIES a progress report after three years,
a definite plan and schedule after five years, and copics of the amnual
reports of the Customs lUnion Ccuncil, and strongly recomwends that the
CONIRACTING TAaTILS should forwmally request the two Governments to
instruct the Council to include in ecch nnual report a programme of the
steps to be taken during the ensuing twelve months towards the attain-
uent of the full customs union. Further, the Working Party recomends
that the relationship of this Interim Agreement to the provisions of the
General Agreement on Tariffs and Trade should be placed on record by

nmeans of the Declaration attached to this Heport.

7. General ‘uestions of Procedure

It was suggested at the meeting of the COMNIRACTING PARTIES when
the Working Party was appointed that its terms of reference might

include an examination of the procedure to be establisned for the
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implementation of irticle X:{IV.- The Working Party discussed this
'qile'S'bi:ori' and reached the conclusion that coneiderstion by the
C.NTR-CPING PARATIZES of proposals for customs unions would have to be
‘bused on the circu.stances and conditions of esch proposal and,
‘therefore, that no zenerzl “rocedures cen bg .cctabliched beyend these

provided in the Artiels itselfy .. .
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DECLARATION CONCERNING THE LUSTOMS UNION GREEM\IT
BETWEEN THE' GOVERNMEMS sF THE UNION OF SOUTH AFRICA WD

SOUTHEM‘I MIOQESIA

TAKING NOTE of ‘the Interim Agreement coneluded by the Govern=
nents of the Union of South Africa 'and Southern Ehodesia directed to
the re-establishment of a customs union, dated 6 December 1948 and
made effective on 1 April 1949; and

TAKING NOTE of the undertaking of the two Governments, (a) to
furnish to the CONTRACTING PARTIES not later than 1 July in each
year copies of each annual report of the Southern Africa Customs ‘
Union Council, established in terms of Article 2 of the said Agreement,
(b) to submit to the CONTRACTING PARTIES :not later than 1 July 1952
a report on the progfeas achieved towards the elimination of tariffs
and other restﬂ.ctive regulations of conmerce between thei.
territories and towards the a.pplica.tion of the same tarif!‘s and
other regulations of commerce to the trade of the t.erritories of
other Contracting Parties, (c) to subm.tt to the CONTRACTING PARTIES
' not later than 1 July 1954 a defim.be plan and schedule for the
completion of the said urion, and (d) to complete the ra-eatabliahmant ’
of the sgid union as soon as possible and in any case not 1afbe: than
1 April 1959;

THE CONTRACTING PARTIES

DECLARE that the Governments of the Union of South Afrdea and
Southem Rhodesia are entitled to claim the obenefift.s orf the provigbna
of Article XXIV of the General Agreement on Tariffs and Trade z-e'l;-.ting

to the formation of customs unions;

REQUEST the Govermments bfvvi;hé Union of _So,uth Africa and
Southern Rhodesia to instruct the Customs ,Uxi.ién Council to includs

in each ammual report a definite plan and .,ichedul'e, of the steps to



GATT/CP3/24
page 10

be taken during the ensuing twelve months towards the re-—establishment

of the said union, and

- DEGIDE to revi-ew the a’cove Declaration if, after study of reports
and plans su‘omi’cted by the two Govermnents s they find at any time
that the Interim Agreement 15'not 1ikely to result by 1 April 1959

in the establishment of a customs union in the sense of Article XXiV.




