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They  would l ike to see  a much more  se lec t ive  pol icy 
of indust r ia l  protect ion,  the  g radua l  e l imina t ion  of 
indus t r ies  requi r ing  v e r y  h igh  ef fec t ive  ra tes  of 
tariff  protect ion,  and the  de l ibe ra te  use  of tariff  and 
o ther  pol icies  to encourage  a more  compet i t ive  
indust r ia l  s t ructure.  They  welcome the  lead g iven  by  
Aus t ra l i a  to o ther  indus t r ia l  countr ies  in g ran t ing  
preferences  to manufac tu r ing  expor ts  of deve lop ing  
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SOUTH A F R I C A N  I N T E G R A T I O N  

An Economic Unit of the Future 
by Dr H. Cohn, Port Elizabeth 

O nce  more  the  idea of a common marke t  for 
Sou the rn  Afr ica  is be ing  d iscussed  by economis ts  

and  pol i t ic ians  t h roughou t  the  Republic.  This is t imely 
because  the  g o v e r n m e n t s  of South Africa,  Lesotho, 
Botswana  and  Swazi land will d iscuss  rev is ion  of the  
ex is t ing  customs ag reemen t  this  yea r  and  these  dis- 
cussions  may  wel l  de t e rmine  the  pa t t e r n  of re la t ions  
be tween  the  s ta tes  of Southern  Africa.  It is not  im- 
poss ib le  tha t  on accoun t  of the  ou tcome of these  
nego t i a t ions  fu r the r  progress  towards  economic  co- 
opera t ion  invo lv ing  addi t ional  count r ies  such as Rho- 
desia, Angola ,  Mozambique  and Malawi  m a y  be  made.  

The cus toms ag reemen t  conce rn ing  the  th ree  former  
Bri t ish p ro tec to ra tes  Basutoland,  Bechuanaiand  and 
Swazi land was conc luded  by  Bri ta in and  South Africa 
as con t rac t ing  par t ies  in the  yea r  1910, tha t  means  
57 years  ago unde r  different  condi t ions  to those  pre- 
va i l ing  today  and  t he r e fo re - -o f  c o u r s e - - u n d e r  differ- 
en t  cons ide ra t ions  as well. Yet  the  ag reemen t  has  
w o r k e d  and if the  ques t ion  of r ev i s ion  has  eve r  been  
raised,  Bri ta in  and  South Afr ica  h a v e  been  a lways  
p r epa red  to g ive  it low pr ior i ty  and dispose  of it in 
amicab le  forms b e h i n d  c losed doors. M e a n w h i l e  new  
condi t ions  h a v e  arisen,  new  persona l i t i e s  h a v e  t aken  
over  l eadersh ip  in all count r ies  concerned  a n d - - w h a t  
is the  mos t  impor t an t  change of a l l - -Basu to land ,  
Bechuanaland  and  Swazi land are  not Brit ish pro- 

t ec to ra te s  any  longer,  but  the  au tonomous  s ta tes  
Lesotho, Bo t swana  and Swazi land  which are  t ry ing  
ha rd  to deve lop  thei r  na tu ra l  resources  and  to a t t rac t  
foreign capital .  It goes w i thou t  saying,  tha t  a customs 
a g r e e m e n t  conc luded  in the  era  of colonia l i sm canno t  
be  appl ied to the  new au tonomous  states.  

Many Hurdles have to be Overcome 

It is the  genera l  bel ief  in Lesotho and  Botswana,  tha t  
the  exis t ing ag reemen t  inhib i t s  d e v e l o p m e n t  of these  
count r ies  in two ways.  First ly,  the  non-ex i s t ence  of 
tariff  ba r r i e r s  wi th in  the  t e r r i to r ies  conce rned  pre-  
ven t s  them from pro tec t ing  the i r  in fant  indus t r ies  in 
the  way  it should  he, and  secondly,  the  s low growth  
of customs r evenue  under  the  condi t ions  c rea ted  by  
the  cus toms ag reemen t  is abso lu te ly  inadequate .  It 
was  or ig ina l ly  in tended  by  the  Pr ime Min i s t e r  Lebua 
J o n a t h a n  of Lesotho, to pe r suade  South  Afr ica  to 
al low his  coun t ry  to set up tariff  p ro tec t ion  for f ive or 
six indus t r ies  of its own  a n d - - a s  a c o m p e n s a t i o n - - h e  
was  p r epa red  to impose  v o l u n t a r y  r e s t r a in t  on the  
n u m b e r  of "foreign Bantu"  from Basu to land  f looding 
the  Republ ic ' s  l abour  m a r k e t  at  present .  It seems tha t  
the  idea of tariff  p ro t ec t ion  m e a n w h i l e  has  been  
dropped by  the  par t ies  concerned ,  as rai l  r a tes  to and  
from Lesotho r ep re sen t  a far more  po ten t  inf luence  
for or aga ins t  local indus t r i a l i sa t ion  t han  the  pres-  
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ence  or a b s e n c e  of cus toms tariffs would  do. The 
discuss ions  to be  held  will to a large ex t en t  conce rn  
the  ques t ion  of Lesotho and  Bot swana  rece iv ing  a 
h ighe r  p e r c e n t a g e  of the  cus toms revenue ,  98.7 
pe r  cent  of which goes at  p r e sen t  to South Afr ica  
l eav ing  on ly  1.3 pe r  cen t  to be  sha red  b e t w e e n  
the  o ther  three.  It  is h o w e v e r  gene ra l ly  felt, t ha t  even  
a di f ferent  key  of r e v e n u e  d is t r ibu t ion  wou ldn ' t  m e a n  
a so lu t ion  of Lesotho 's  and  Botswana ' s  economic  
problems.  M a n y  hurd les  h a v e  to be  overcome,  till the 
way  to a common marke t  of Sou the rn  Afr ica  is free. 

The  main  difficulty seems to be  the  pove r ty  of 
Lesotho and  Botswana.  The Lesotho g o v e r n m e n t  has  
r ecen t ly  pub l i shed  the  coun t ry ' s  first indust r ia l  cen- 
sus and  a full c lass i f icat ion of its ex te rna l  trade,  and 
the  f igures are  mos t  depressing.  Na t iona l  income for 
the  y e a r  to March 31, 1966 was  R 39.3 mill ion,  or jus t  
R 45.70 pe r  head  of the  popula t ion .  As far  as the  resul ts  
of the  indus t r ia l  cencus  are  concerned ,  tha t  coun t ry  had  
in 1965 23 manufac tu r ing  and cons t ruc t ion  concerns  
employ ing  a l toge the r  1,385 workers ,  but  on ly  six of 
the  23 firms employed  100 workers  or more.  Impor ts  
h a v e  inc reased  in 1965 by  R 5.5 mil l ion whi le  exports  
h a v e  d ropped  to R 4.4 mi l l i on . - -The re  were  only  five 
expor t - i tems wor th  more  t han  R 100,000, name ly  wool, 
mohair ,  d iamonds,  ca t t le  and  peas  and  beans.  Taking  
in to  cons ide ra t ion  tha t  the  coun t ry ' s  en t i re  popu la t ion  
is in the  nea r  v ic in i ty  of 800,000, it is qui te  obvious  
tha t  Lesotho is still  a poor  agr icu l tura l  coun t ry  and 
tha t  the  idea of an  indus t r ia l  deve l opm en t  is still far 
from be ing  mater ia l i sed .  R 4.4 mil l ion of the  na t iona l  
income consis ts  of the  ea rn ings  of the  154,291 Basutos 
work ing  in South  Afr ica  or o ther  te r r i to r ies  outs ide  
Lesotho. 

As  far as Botswana  is concerned,  p o v e r t y  is jus t  as 
bad as in Lesotho, .although prospec ts  for deve lop ing  
na tu ra l  resources  seem to be  br ighter .  A shor t  t ime 
ago the  d i s c o v e r y  of copper  and nickel deposi ts  in 
the N o r t h - W e s t  of the  coun t ry  was announced,  and  a 
Uni ted  Nat ions  Deve lopmen t  P rogramme (UNDP) 
P repa ra to ry  Ass i s t ance  Miss ion  v is i ted  the  coun t ry  to 
conduc t  a s u r v e y  of poss ib le  in f ras t ruc tura l  require-  
ments  in connec t ion  wi th  the  deve ]opmen t  of these  

deposits .  An  appl ica t ion has  been  made  in this  con- 

nec t ion  for UNDP ass i s tance  for an e igh t -month  pre-  

i nves tmen t  s tudy  to cover  the  technical  and economic  

v iab i l i ty  of cons t ruc t ion  and opera t ing  power  supplies,  

wa te r  supplies  and  roads  to se rv ice  poss ible  min ing  

operat ions.  It is in t ended  tha t  the  s u r v e y  should  also 

cover  the  eva lua t ion  of the  po ten t i a l  for i r r iga ted  

agr icu l tura l  deve lopmen t  on the  Shash i  r iver.  

The  on ly  one  of the  th ree  discuss ion pa r tne r s  who  

is gene rous ly  blessed by  n a t u r e  wi th  economic  

po ten t i a l  and  can hope  to m a k e  s t r ides  in deve lop ing  

its economy,  is Swaziland.  This l i t t le  k ingdom with 

i ts on ly  300,000 inhab i t an t s  Is jus t  beg inn ing  to 

scratch the  surface  of its mine ra l  and agr icu l tura l  

potent ia l .  Wi th  the  excep t ion  of the  Havelock  asbestos  

mine, all deve lopmen t s  h a v e  t aken  place  wi th in  the  

last  six or s e v e n  years .  From i ron ore mining  to 
co t ton  ginning,  wider  and  more  a t t r ac t ive  bus iness  
prospec ts  h a v e  come into view. During the  pas t  
decade  Swazi land has  seen  the  open ing  up of the  
N g w e n y a  i ron ore  mine  b y  the  Ang lo -Amer i can  
Corpora t ion  and  the  lay ing  of the  r a i lway  to Lou- 
renco  Marques ,  the  hydro-e lec t r i c  scheme nea r  Ed- 
walen i  and the  e s t ab l i shmen t  of the  Matsapa  Indust r ia l  
Estate  as wel l  as m a n y  o ther  deve lopments .  This 
g rowth  of economy has  been  ref lected in a s t eady  r ise 
in expor ts  wi th  agro-fores ta l  p roduc t s  topp ing  
R 20 mil l ion in 1965 and  minera l  p roduc t ion  reaching 
an  expor t -va lue  of R 10.3 million. Sugar,  be ing  the  
coun t ry ' s  mos t  va luab le  expor t -commodi ty ,  reached 
R 8.6 mi l l ion  in 1965. 

Up to now wi th  the  excep t ion  of Ang lo -Amer i can  
i n v e s t m e n t  in the  N g w e n y a  i ron ore  mine,  Bri t ish 
f inance  has  p l a y e d  an  impor t an t  par t  in Swazi land,  
bu t  th ings  a re  abou t  to change.  The  new d e v e l o p m e n t  
at  Ma t sapa  will  l a rge ly  be  backed b y  South Af r i can  
capi ta l  and  it looks, as if Swazi land ' s  ecouomic  
d ia logue  wi th  South  Afr ica  will quicken. 

A New Customs Arrangement? 

W i t h  Lesotho be ing  a poor  country ,  Bo t swana  h a v i n g  
compara t i ve ly  l i t t le  to offer  in the  nea r  future,  on ly  
Swazi land  h a v i n g  a cons iderab le  deal  of economic  
ba rga in ing  power,  the  ques t ion  arises,  w h y  South  
Afr ican  economis t s  are  so much in favour  of d iscuss ing 
a new cus toms a r r a n g e m e n t  wi th  the  u l t imate  aim 
of c rea t ing  a common  m a r k e t  for Sou the rn  Africa.  
M a n y  of the  p rospec t ive  pa r tne r s  in a marke t  l ike  
this  are  jus t  as poor  as Lesotho and  Botswana  and  
the re  seems to be  l i t t le  p rospec t  of b r ing ing  abou t  
a change  in t he  nea r  future.  South  Afr ica  would h a v e  
to inves t  h e a v i l y  to inc rease  the  buy ing -power  of 
the  popu la t ion  in ques t ion  and  the  dange r  of con- 
s iderab le  losses  canno t  be  discounted.  

The re  c a n n o t  be any  doubt  abou t  the  fact, tha t  
inves t ing  capi ta l  in the  "unde rdeve loped"  Afr ican  

count r ies  means  a long- te rm i n v e s t m e n t  to South  
Afr ica  or any  o ther  country.  There  arc  cspec ia l ly  

in Lesotho---condi t ions  p reva i l ing  which are a n y t h i n g  

but  a t t r ac t ive  for the  p rospec t ive  inves tor ,  and  

ce r ta in  reforms are bound  to take  place, before  

the re  is any  poss ib i l i ty  of economic  progress.  For 

ins tance :  In Lesotho eve ry  scrap of l and  is still  

u l t ima te ly  v e s t e d  in the  King. A l t h o u g h  this  does  
not  exc lude  the  bu i ld ing  of shops,  factories,  etc., the  

occupiers  of the  p remises  h a v e  no as su red  r ights  

and  therefore ,  of course,  no d~ance of ra i s ing  capi ta l  

for bus iness  purposes .  Fur the rmore :  The  p o v e r t y  of 

the  popu la t ion  p r even t s  the  accumula t ion  of sav ings  

funds  and  the  sav ings  ins t i tu t ions  h a v e  v e r y  l i t t le  

scope  to lend commercia l ly .  W h a t e v e r  capi ta l  is 

genera ted ,  f lows into South  Afr ica  in  place  of be ing  

used  for the  economic  deve lopmen t  of the country .  
Before the  g o v e r n m e n t  has  conferred  t r ans fe rab le  and  
mor tgageab l e  r igh t s  on  the  occupiers  of bus iness  
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and  indus t r ia l  p roper ty ,  i nves tmen t s  in Lesotho are  
no t  a v e r y  a t t r ac t i ve  proposi t ion .  As  a resu l t  of 
condi t ions  l ike  these  so far  no a id  ha s  b e e n  forth-  
coming  from abroad,  nor  has  the  g o v e r n m e n t  b u d g e t e d  
for it. For the  t ime  be ing  the  coun t r y  is 100 per  cen t  
d e p e n d e n t  on  the  ea rn ings  of its emig ran t  b read-  
winners  and  on  the  Bri t i sh  aid of R 22 mi l l ion  to be  
sp read  ove r  t h r ee  years .  No more  t han  R 4.2 mil l ion 
of this  amoun t  can  be  spa red  for capi ta l  deve lopment .  

As  m e n t i o n e d  above ,  the re  a re  be t t e r  chances  for 
i nves tmen t s  in Botswana  and  good possibi l i t ies  in 
Swaziland.  

The Position of South Africa 

South  Afr ica ' s  r easons  for nego t i a t i ng  a new  customs 
a g r e e m e n t  and  u l t ima te ly  s t r iv ing  a t  the  fo rmat ion  
of a c o m m o n  m a r k e t  for Sou the rn  Africa are---at  l eas t  
for the  t ime  b e i n g - - m e r e l y  of a pol i t ical  na ture .  Both, 
Lesotho and  Botswana,  pa r t i cu la r ly  Lesotho,  a re  
v a l u a b l e  as economic  hostages .  It mus t  be  s h o w n  to 
the  black s ta tes  of t he  Af r i can  Cont inent ,  t ha t  i t  is 
def in i te ly  the  bes t  for t hem to l ive  in peace  wi th  
South Afr ica  and  tha t  be ing  on  good te rms  wi th  the  
powerfu l  coun t ry  in the  South  g ives  them be t t e r  
chances  for economic  deve lopment ,  t h a n  ideological  
warfare ,  and  tha t  the i r  fu tu re  is c o n n e c t e d  wi th  
Sou th  Africa,  no t  wi th  Europe or Asia.  South  Afr ica  
is s u r r o u n d e d  b y  hos t i l e  "black" s ta tes  and  t he r e fo re  
compel led  to spend  vas t  amount s  of m o n e y  for 
mi l i t a ry  purposes .  It  c a n n o t  afford to h a v e  Lesotho 
as an  economic  s lum wi th in  its ow n  ter r i tory .  This  
would  be  a con t inous  source  of unres t .  Dr A n t o n  
Rupert ,  t he  w e l l - k n o w n  South  Af r i can  indus t r ia l i s t  
and  h o n o r a r y  indus t r ia l  adv i se r  to Chief  Lebua 
J o n a t h a n ' s  gove rnmen t ,  has  pu t  e v e r y t h i n g  in a 
nu t she l l  b y  say ing:  "If t hey  don ' t  eat,  w e  w o n ' t  
sleep." 

As m e n t i o n e d  a l ready,  a c o m m o n  m a r k e t  of Sou the rn  
Afr ica  i n v o l v i n g  more  countr ies ,  t h a n  the  t h r ee  
former  Bri t i sh  p ro t ec to ra t e s  (which a r e  in  any  case  

at  the  mercy  of South  Africa)  is sti l l  far off. Yet  
the  b e g i n n i n g s  of a d e v e l o p m e n t  l ike  this  a re  a l r eady  
discernible .  T h a t  South  Afr ica  has  l a t e ly  en t e r ed  
into a formal  t rade  a g r e e m e n t  w i th  Malawi  is bu t  
a first  s tep a long  this  road. Of v e r y  much g rea t e r  
impor tance  could be  the  dec is ion  of the  "Elect r ic i ty  
Supply  Commiss ion"  (ESCOM), which g e n e r a t e s  
app rox ima te ly  80 pe r  cen t  of the  power  used  in 
South  Africa,  to b u y  Cahora  Bassa power  f rom 
n o r t h e r n  Mozambique ,  thus  c rea t ing  t he  first l ink  
in a Sou the rn  Af r i can  e lec t r ic i ty  grid. It is re- 
m e m b e r e d  v e r y  wel l  t ha t  the  poo l ing  of e n e r g y  
resources  m a r k e d  the  b e g i n n i n g  of the  Eu ropean  
Common M a r k e t  and  one  cons iders  a s imi lar  deve lop-  
men t  in  Sou the rn  Afr ica  abso lu t e ly  possible .  

As far  as the  hos t i l i ty  of the  "black" coun t r i es  
towards  South  Afr ica  is concerned ,  it may  be  ex is t ing  
officially, bu t  loses more  and  more  of its s ign i f icance  
as a real i ty .  In the  first  four m o n t h s  of the  y e a r  1967 
impor ts  f rom Afr i can  coun t r i es  to South  Afr ica  h a v e  
r i sen  b y  abou t  41 pe r  cen t  compared  w i th  the  1966 
f igures  for the  same pe r iod  of t ime,  whi l e  expor t s  
f rom South  Afr ica  to Af r i can  coun t r i e s  show n o w  
a to ta l  of R 61.3 mill ion.  W h e n  Malawi ' s  Pr ime Minis-  
ter,  Mr  Has t ings  Banda,  was  a t tacked by  o ther  Af r i can  
leaders  for conc lud ing  a t r ade  a g r e e m e n t  wi th  Sou th  
Africa,  h e  exp re s sed  his con tempt  for peop le  who  
f ight  apa r the id  wi th  t he i r  s tomachs  full  of South  
Af r i can  meat .  

F ina l ly  i t  m a y  be  ment ioned ,  t ha t  a Sou the rn  Af r i can  
c o m m o n  marke t  offers South  Afr ica  def in i te ly  a 
ce r t a in  degree  of secur i ty  aga ins t  an  a d v e r s e  deve lop-  
m e n t  on  o the r  marke ts .  If, for ins tance ,  Br i ta in  would  
jo in  the  European  C o m m o n  M a r k e t  th is  would  m e a n  
a cons ide rab le  b low to seve ra l  South  Af r i can  in- 
dustr ies .  If South  Afr ica  h o w e v e r  wou ld  h a v e  a 
common  m a r k e t  on  its own  cont inen t ,  t he  impac t  
of a b low l ike  this  would  be  fel t  v e r y  much less. 

S o u t h e r n  Afr ica  is still  a geog raph i ca l  term, bu t  i t  m a y  
emerge  as an  economic  un i t  in  t imes  to come. 
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