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Ta .nuroouctlon

A S R e

1. One of the main reasons for the current effortc to strengthen econouic

tiec awons the Leve1031ng countries ic clear frouw tThe variouc conclusions

and resolutions adopted in the uwany sudregional, rezignel and interregional foruigc
in uhlch the qevcloplng countrlc have partlclpatcd.ﬁ These efforts cmanate from
arony other thinzo, the digsat isfaction of thase countries with the precent frameior
of worla_grade, in which for ingtance, they continue To eXisy as econouit appenciagec
of “he greact industrial powesrs..’

Y

R Loreovér, there is the failire of the tracditionzl ccononic systeir to solve
a myriac. of econowic problemc that face the great wn’ority of developing countries,
The much talked about International Devglopmens.dbrhte*y for the secons Tnited
Hetions I:evelopmen® Cecade hac fallen far short of the expsctations nlaced in it
i 570z, The periorl has been marke” Hy the strengthening of protectionist

es in the rieveloped merket cconowmy countries and rleterioration in the
trade of Ceveloping countries hecause of {alling exdort pricez and risinz

Y

. wuch factors have helned o worsen the halance of payments situation
the ‘indebtecness of the developing countries.

2. . .Tﬁé'dcliberationv an¢! conclucions of the Conference of the Group of 77 on
Econofic Co Co—operation among Developinz Zountries held in ulexico Zity from

12 to 22 uepuemonr 1975 and the follow-up action taken uithin UNCTAD and other
Onited MNations bodies reinforce the old African Oellﬁl, reflected in many resolutions
adopted gt hoth AT and ITA, in the strength and wisdom of collective sb"f~re11an0c

as the most e__ecc17e vay of ‘economic calvaiion Ffor the developing countrwes..

Lo . At various Limes; CA hes undertzien and still contindes to carry dut\studieg
on selected com.odities as a basis for international comodity nezotiztions and
consultations not only aimong African producing countrizs, but also between them

and otner pro-ucing countrleu. Thece ctudies represent an attempt at 1uent11y1n0
productc wh iich either alrcacy hold a share of trade exchange oetwe n uev31001nﬁ ‘

Afvican countrleu or have a ﬁOC”nlLalluY for entering this frafe.=

L/ See for instance the decision talen by the Jroup of 77 at its fourth
iinisterial lieeting in Arucha in February 1679, which was endorsec at the fifth
session oif the.UnitecC llations Tonference on Trade anc¢ Development in lzanils in 1879,
(T0/235)

2/ Cidney 0 11, Trade 2locikc % Common iariets, Constable, London, 19G3,
Zhapter 71, op. 150-194,

ca - . e / “ N .
3/ HCA Studies on Jelected Commoditiec \a) Totton; Bananai Jeventh ICA/OAU
Joint .leeting on Trade anc “evelopment, {(3/CH.14/P.1/55), 9 August 19772 and
(b) Heat and lleat Products, (T/71.14/77P ‘/8,,, 17 July 1974,




5 The idees behind the studizs premarved under the cegis of UMHTTAL in
e - - . .. ~ N . -
responze to the i.erico Zitv Zonference on 0XC and pursuant o Resolution 1{I)

TN

the Zomnittee on IT0HC on the General Systen of Urade Preferencez zmony
Jeveloping Countriec (GITP)s Zo—oneration amons Stote Trading Ofganlzaglons of
Developiny Countries (L70s) and suridical acnectc of tne estadlishuent of
Jmltinational iiareting Interprises among Teveloning Countries {(147s) are
therefore bagiczlly in accord with stands talken hoth 2t DAL and 3CA,

T
7

5. From the Africen point of wier, it is clco partinent vo esn asize the fact
that such an evaluation is conconant with 0L resolutions 201 {A£¢¢, and

302 (XIII) which in themselves aiuei a% reinforcing economic co-operation

between Africa and “‘ectern sisia on the one nand, ant Detreen Africa and Latin
hwmerica on the other, wheress ZTA resolution 255 (LLI) cnlls for “ha reinforcement
Of‘ﬁ00n0ﬂ10 anc Technlcml Co-oneration aiionz Developing Countries.

7 These nrellmlnary studies and the respective notes by both ‘the UJHCTAL
secretariat and the Zoint OAU/ICA secretariats are oriented touards an
examination of the specific nrobliems of each of the developing regions prior to

s

the consolidation of the siudies and. the global consicerction thereof.

O The studies to be revielred in the present paper are related to the specific
situation of the’African region. It iz, therefore, necessary that they be examined
primarily in terms of the needls of the Ffrlcan region while maintaining the overzll
objective of co-oneration awong the dev elonlnr~ countries as a whole.

9. It muet also He recalled that the pdresent exercise is an essential step
towards the achieveuent of this oblective and, consetuently, needs to throw lisht
on the practical acvions that are recuired to proswote / frican development through
co-operation within the region an¢ between African and the rest of the cCeveloping
vorld,

10. The studies carriecd out in respect of the African region are cuite
coimprehensive and carry with them a numder of recommendations which comiend
themselves for serious consideration by experts at verious levels., This

te is simply intencerl to review some of the main recomnerdations from an
African noint of vierw Hearing in .dngd that it is the African experts 7ho are
to arrive at practical decisions over the issues involved in: (?) the establishment
©of o Global Jystem of Trade Preferencec among Neveloning _ogntrfvu,‘ (E) Zo~operation
among State fTrading Orsanizations and ’c, consicering the iuridical aspects of the
establishment of lululnaulonal tiariketing Interprises among ceveloping countries.
Before undertalking such a reviesu, however, we chall attempt to shed soie 113ht on
the intra-African econoitic co—operation perspective as a necessary nackground to
econcwic co—operation between /frica and the other developing regions.
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IT, Intra-African Tconomic Te-operation “c.oipeeuLive
S o k hofind nghed
11, Intra<African Seonomic uo—oneratlon reprecents a positive response to the major
proolens of Ifrican economic development, and is curvently perceived as an. 1mportant

eleihent ‘of the new international econowmic order iich could foster a quicker rate
of economl ﬁo~operat10n between ffrica and the otier developing reqlons.

12, The exPansion of trade aqaong the African coqntrl as an initiml ctaze in the

promotion of triéde among all the developinz countries W1Lh1n the oroad.conceY' of

the 30TP seems all the more ifportanL in the face of a' declining trend in trade
anlong cértain groups of A"Plc n countries. ’

13. The averaae annual grouth’ raua of’ 1ntra~Afr1crn trade between 1970 and 1075,
in value - terins, was ﬂearlv‘ﬁJ per éent compared to a 4 per cent jgrowth rate

between 1965 and 1970. On the basis of data piven in the Annex, it will be noted
that intra-African trace in 15 vas more than three tiues its 1905 size i.e. from
JuJOO million (lcq’) o SHL2 100 illion /1977) In spite of this apparent upswing

in 1ntra—n¢rlcan trade, the “@cLor still remained relatively small by value and by
ratio to t0¢a4 African world trade. If exports of pe troleun are excluced ‘
intra~African trade in 1977 as a ratio of the region's total world tracde wa" avout
5.8 pér cent. Iowever, thic figure fails to reflect a true picture because of the.
absence of unrecorded *"ane, particularly in the les® ~frican region. [urthermore,
no account is taken of the eontribution of such scrvices as ‘air travel, 1nvo?v1ns
African national airlines, postal and telecommunications, etc..

14, otal exports of ﬂeve1031ng Africa rose from $iJT12,501 million in 1970
wJth uTl iillion in 1977. Ilowever, tnls considerable rise was accounted for. by‘
a disproportionstz increasein the eymor’ of petroleun. This partlcular export
commoaluy item accounted for 71'2_per cent and EO.S ner cent in 1970 and 1577
respectively. The inclﬂ°1on of this item has cendec to distort the size of
inLra«Af sican trace 1nce ltu discovery and comm-rcial exololuac1on in ﬁirlca
from the early 10607, Intra-Africen peurolcun ijorbu ‘on their own accounued for

12.6 per chnt in 1570 ang o,aou+ 256.1 per cent 1976 0y‘1nuru~Afr can trade.

15.. The next most anortanx exchange commoditi
of ;ooa, ocvefae and. tobacco and those classi
they accounted for SR,G per Cent in 1070 and 53.5 par cent in ;J?f of total
intrae—African trade. lle increase 0i {radé amons African countries is further
evidenced by a greater sprgad of commoGities exchanged and the directional flows.

thenselves,

es in {hic same periof consisted
ied as otner nanu¢actpreg° Together

:
b3
o
x
.

15, There are Wany reacons for 'this, some of which have to do yith such nore or less
recent < Pvelonmenuu as the creation of UDIAC (dnlon Douanlerﬂ and. Zconomique
d'Afrique Cenurale),cne setting up of *he Tconomic Jommunluy of ‘lest African States
(nco Au)9 the establishient oi the Varioub Iultinational °ro¢ramm1nv and Operational
Centres (AJ °) wnlcn in case of the Lusaka Jageo uULPOC has led to the
establishment of the intergovernnental rocotlaclnc Lean (I“”) among ‘the counirle*'
of eastern and southern Africa (unlcn includes; inter alia, the former meibers of
the Fast African Community) for the estaollonment of the Preferential Trade Area

(PTA). A1) these developilents point to a growinz realization of the crucial need
for economic. co—oneraﬁlon Dauecﬂon the conceoi of g e1f—"ellanc
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IIT. Studies on the estanlishment of a 3lobal Syctem of Trade Preferences {GOTD)
song developing countries: IJocuments T2/3/C.7/20, 21, 27, 27, 23 paris I and If
(2) Comments ond obcervaiions
17. A generzl overvies ol the econoiic importance of trade in the aconomies
of developing countries in teris of its relative size, grouth and coumiodity

structure at subregional, rezional and interregionzl level can De partly obtained

71I]fv'1

by exauining closely the strtistical note of the D secretariat.t/ The table

annex shows a permanent decrease in the sharz of trade anionz developing countvies

in world trade between 1955 to 1970. It fell frowm 5.2 to 2.5 per cent. On the
other hand, intra-iracde of developing countries increased at an annual rate of

1 per cent from 1G85 ~0‘19.,0, at sbout 5§ per cent from 1960 %o 1955 and at

about 3.3 per cent from 1955 to 1070. There :ras, houever, cquite a noticeable

rapicd growth between 1970 and 1975 recorded at an annual averase of about 36

per cent. 7This developiient was reflectec in an increase from 2.7 to 5.9 per

cent between 1972 and 1975 in the share of develoning countries' intra-trade

in world trade.

18, The relative importance of developing countries' exports by regions to the
total world trade shouws considerable disparities betueen them even in the period
1855 *o 1975. Develoosinz Africa’s ‘rade with the other ceveloping regions is the

sub’ect of the statistical table given as Annex Yo this paper. It will be obseived

that in the period 1605 %o 1975 developing ifrica carried a permanent and ever-
increasing total trace deficit with the other develoning rezions. This deficit
vent up from minus $UI35L million in 1955 to minus {131,800 million in 1977

cdespite the raother ceeming vositive trads balances of 03230 mllllon and wUu940

million in both 1975 and 1977 with developning Latin /merice.

16, This 18 not ot all surprisinz in view of the fact that developing Africa's
principal torld exnorts have been almost exclusively primary commodities of
agriculture and ninerals hose markets are to be found in the developed countries.

These very ermports have remeined Africa's major source of foreign exchange earnings
wvhich the countries of thé region -badly need for purchasing capital poods and other

ecsential commodities to sustzin their respective =conomies. Developing Africe
tiez with the developed countries are strengthened further more by the offer of
preferentizl %erms by the latter in the form of generous facilities with respect
to suppliers' creciis, concesszional loans for goods which may be competitive irith

LR

those from other develoning countries. Additional factore for this sirong affinity

%o the develoned countries is the employment by the later of tied-aid schemes,
efficiency of cource of supply, easier transport, banking and insurance szervices
to name but a few of the various inducenents provided. These are hut some of ‘the
obstacles which must he surmounted in orcer to make the GCTP workable.

20, The studies underline the fact that trade awong the developing couniries
has been: ricing consistently but that it still forwms a small proportion of world
trade. The bull of developing couniries' trade contlnues to be oriented towards
the developed countries, reflecting a pers 15£ence in the north-south relaulonunlp
as well as the existence of obstacles and barriers to trade among the deve loplnb
countries in the form of tariff and non-tariff measures, lack of transport and
communiéation.facilities'unn inadequate Lrace 1n,ormatlon.'

/ URCTAD, Trade amonz Developing Countries by main SITC Groups and by legions
il...t,lcal Hote bV the

L
UHCTAD Secretariat, TR/T/C.7/71.

;_
-~
»../
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21.  The iwtual trade in manufactures among <eveloping countries has increased
rapicly since the early 1970s. Thais awmong other things, implies an increasing
procuctive capacity in the cdeveloping countries and also points to. .the existence
of possibilities for establiching a preferential tradine ccheme among -developing
countries in further enhancinj this capacity. ' '

22, -The studies have laid strecs on the importance of the exnansion of markets
for the exports of the developing countries with the attendant advantages which
can dDe derived throuzh economias of scale; better specialization opnportunities and
improved efficiency through increasec competition.

23. The developing countries are expectied. to Decoie imporiant markets for goods
prodiaced by the developing countries themselves as shown by the increased level

of trade in manufactured products which feace serious access problems in the markats
of the developed countiries. The iore advanced of the developing countries which have
experienced rapic zrowth of indudstirial capacities including the production of
internediate and capital goods are already experiencing the need to widen their
export markets in addition to seeking reliable sources of raw materials for their
expanding incustries. \ ' g

2. It is, therefore, asvident that 2 strong case exists 7or establishing a
global syctem of trade preferences among the developing countiriec. The experiences
of trade preference schemes within integration groupings either at regional or
subregional levels in the developing rezions have clearly denonstrated the o
advanta-es to bDe derived in spite of the disparities in the levels of economic
developnent of participating countries. The preference schemes adopted by the
different econoiric groupings necessarily comprise a numher of features dealing:
with such problens as the least developed partners, rules of origin, monetary and
financial arrangensnts in addition to the essential question of tariff and non-tariff
barriers.

25. The proposed Zlobal Zystem of Trade Preferences among Developing Countries is
envisaged as an important acpect of the concept of ZCDC. Thus, the proposals for
establishing a GITP nust take account of the major issues involved in Zealing with
the needs of indivicdual partners. Iowever, its success uould depend to a large
extent gn supportive measureS which reruire %o be evolved in a realistic manner,
These could include inter-alia the establishment of payments arrangements; trade
credit and trade information systems, balance of payments support schemes and
measures’ to reinforce the production cipacity of developing countries. It should also
be fully recognized that such a cystem would need to evolve gradually and allow the
participating countries to undartake commitiments in stages while the system itself
leaves room for adjustments ancd corrections to satisfy the needs and recuirements
of the indivicual wmembers., :

26,  Another point of departure for the African region in considering participation
in a gilobal cystem of trade preferences among ceveloping countries should be the
fact that it is the least developed of all the developing regions. Tuwenty of the
thirty least developed countries in the cdeveloping world of wvhich many are
‘landlocked are to be found in Africa. The frammentation of the continent into

small nation states with narrow national markets constitutec yet another drauback,.

A combination of these factorz are lilely to contribute to the region's difficulties
in trade expansion with other developinZ rezions which 18 the seedbed of the GSTP.



27 AdritTecly, some of wne vwery factois uhich appear To constitute seriouc
obstacles To Africa joining a slobal cystem of trade preference could be
considered from a different standpoint.. The smallnecse of African countries

in terns of population doec not allow the cost reducing advantazes of large. ;
scale production owing VYo the exizuityvof the market, The existence of this
factor Zfurtheruore males it difficult for individuval countries to enter 1nuo

new lines of procuction thuz impeding.the industrialization prOCeuua

Cimilarly, the lacl of opporitunity to diversify procuction will tend to lezve

a country <ependent on traditional mariets in the developed world and reinforce.
the écononic and political ties vhich have existed since colonial times.

Ay, v
1 I3

23, he estanlishiment of a preferentisl trading arrangement among develoning
countries could assist to divert sose of their tracditional imports to source
mithin the developina world. Iovever, a serious difficulty in this respect
is cdue perhans lecz to hat Jdaveloping countries have similar patt
" of production then to their relzatively underdeveloped procduction structuies,

&
“An acdid 1ona1 wiifficulty is the non—-availadility of some of the acdvantages

offered Dy the developed countries znart frow-such other difficulties as
transport cocts uhich inhibit. the' flou of tr acic ainong cevelopinz countries.

" o~ s,
Tiae oo

ernsc

[

Ry

29. The relatively Gisadvantaged position of the African countrie vis a vis-

the other developing regional in teris of the level of economic ﬂevelopﬂeni is
evidenced in narasraphs 15 and 20 above. This malies it imperative that special
consideration sheuld be given to the probdlems that may face African countries in'.
case they choulc decide to marticipate in a jlobal system of preferences with the.
other developing regions. Yarious alloiances would need to be mede for thei less
developed partnerc in order to ensuwe significant net gains to them in terms of
grouth, diversification and employment. For the African region, such provicions
could seen te be essential i¥-ghe ds'not to trail behinc the other regions. -It"
would, in fzeit, seem necooiiry Tooad o lenient approach for African COLntrlo
‘marticination in a global schene of trade preferences, ;

<~
A

30. In vieu of vhe incipient nature of their industrial activites, the following
measures lay be consicered apprepriate: : '

N

a) & slover pace of eliiination of trade barrierss

e right to consider the iantroduction of new Darviers temporarily by
the least devéloped wmembars o autracL ney . 1nveuunbn 53 e

~~

.

~

o o
josy

(c}. *he granting o‘ preLnrnnc for their 5xports by the more advanced of

cr
&y o
' the de ve‘on1np countriec : co " A

/d . to establisl. 2 system of fi al transfers from the more relatively. -
alvanced countries To compenszte for loss of revenue from taxation
1

1wt may be involved in neav117 protected

LRI |

andd for the higher costo t
products from advanced rarthers; o '

(e)‘ exemption from certain harimonization comm1*nents, such as pe riiscion
to grant fiscal incentivec for longer periods and the dispensation
from applying commcon tariff against third countrieb for certain producis}

N\

(£} encouragement to finance investments 1n the pooreuu L4r1can vountr1e~° and

s , . . . . : - & - N s Lo 3

{#} a scheme %o assist in meeting periodic dalance of paymenus difficulties
which could include, inter clia, crecit facilities within a payments
arrangenents gystei & inance transitional imbalances.
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‘21, "hile a system of mutuval relaxation on an iten-dy—item bzsis nay de

cumbeisone To 1mn1encnn, it would seem that African countries may find this

approach nore read 11y acceptadle than one hased on a linear reduction of tariff

as a nercentase of the 'l tariifs. For certain pfounLu’ they could be permitted

to increase the level of pro»ecblon periitted against imports from other partners to
protect their own indusiriec. lithin the fr°meworh of such a gradual adoroacn 2s .iso
being proposed here it chould be possible for African countries to embark on bilateral
long-term purchace agreements such as those vhich already exist for certain food
commodities, in particular, rice. ‘ ’

1

22, The low level of develonsient of the majority of ifricen countiieskseems to
uggest an intermediate approach to ensure that trade liberalization does not
isrupt existing activities which, in the African region, are largely -based on
agriculiure. Comuitnents should he of 2 linited c‘copet, ~Tor example, in the case
f apgricultural goods, imports should be liniked with a corresponding deficit in
domestic requireients. Houever, for new industries, the immedizte abolition of
trade barrizsrs may be practicable. On the other hand, for existing industries;
care should be taken to ensure that {rade liberalization does not lead to reduction
of existing emplovment or to eXcess capacity.z ‘

33 A1l in all; <there is no coudt that a Q:eat body of opinion among the
developing countries recognizes the fact that a GITP would constitute a: ;M2 jor

instrument for the promotion of itrade, production and increasing emaloynenx among
developing countries,é/ However, the'neculiar African circumstances would ceem to
require that, while the global approach implied in the GITP is not rejected; .due
emphagis should be placed on st“enatnenlng and liniting up the existing and other
on-going regional and subregional ‘preferential arrangements. OSuch.an approach would
indeed accord iith the region's ouwn accepted aim of éstabliéhlng an ffrican economic
coimmnity which ought to be considéred as a necessary condition for successfully
launching the region into a full-scale interregional scheile. :

34. One of the main 'underlying rationale For the eut:olishment of a GCTP is no doudt
the fact it will hopefully result more in overall trade expancion than in a total
diversion of tracde from the developed to the developing countries, Hence, the
question of expansion of production is of over-riding importance. In this reapec,,
the African region needs to be aosisted in all its efforcs. of nromoting trade at
intra-African level, enabling its ‘constituent menbers to exnanc their industrial
hase in order to participate wore effectively in an interrezional Lrane_
liberalization scheme. This calls for the taking of special measures of assistance
aimed at accelerating the Giversification of their production through the
exploitation of /African markets and the potential complementariries in terms of
rauy materials, skills and technology available within the region.

§/ See for instance President Julius X. Nyerere "Unity for a New Order", address
to the Ministerial Conference of the Group of 77, Arusha, 12 February 1979;
President Ferdinand L. llarcos, "ifanila and the Global Wew Society", opening address
before the Group of 77 linisterial Heeting, lManila, 2 Feabruary 1976



Suggertirns fg?fconsideration o D

3. The main remarks and suggestions that can be drawn lrom.the above are
as followss - :

@)

(ii)

A QTP coqld ﬁonotltULe a major instrument for acc-icraticg growth

and thereby overall demand and tracde among developing countries if
it is conceived in such a way as’'to ensure real trade éXpansion

_rather than trade diversion;

0

Priority should be .given to the reinforcement of existing subregional

i . preferential arrangements and to the setting up of new ones within the

CERY

(iv)

)

(vi)

<v11)

African region where a need exists therefor;

Assistance to African countries in setting up clearing systemc and

subregional payments to reinforce their trade co-operation;

.Assistance %o’ the least develcped African countries in processing

their raw wmaterials and generally, in diversifying their production
through long-term purchase agreements for their production through
long—-term purchase agreements for their exports;

“hile the measures intended to be taken under a GZTP should be applled

. on a.multilateral basis, it must be recognized that the ma jority of

African countries will only be able to participate gradually.and accept
those commitments which are commensurate with their level of development;
Proposals within a GSIP shculd malke provision for the African countries
to continue benefitting from ti: preferences whicl they enioy in the
markets of ‘developed countries to avoid disrupting their flow of foreign
exchange earnings; ' ' ' ‘

Trade among developing countries suffers seriously from a 1aok of trade

-information and communication uystem. The problem’ is particularly acute

in the African region where efforts need to be made to improve contacts ;
among African cot;tr’es for expansion of’ thelr trade,

I
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IV. 1. Co—op.rcation aiorg State Trading Organizations (5T0s)

2. The Tstablichment of lultinatiornal .arketing ‘interprises (117s)

(i) Documents TH/B/C.7/13/Add.1 and £4d.2, TH/3/C.7/19

o ID/3GL 34

36°"ocatc 1r1d1nc Orﬂaglzatloﬂﬂ (370s) . are by definition government commercial
instituticns and are capable of emoracing a’ great part of the functlons of.. the .-
umltlnatlonxl Harketing lnterprises (i Luo) Their probhlems are.in many waysr
similar though.their fimctions differ only in degree. But they share the. same
exisﬁiqg.o‘ petential weaknesses vis a vis the Transnational Corporations (1J )

37. The shove studies make it abundantly clear that the 5TO0s and Ulms are
desipned as instruments for promoting the economic policies of the developing -
countries ccucermer. in 2 variety of fields, These include the control of ‘their
imports amni ¢ xportss‘themr foreign exchange resources, gunoly of essential
commodities,, price stabilization of comwodities and marketing as well as the
distribut Jﬁﬂ.ﬂoulv1t1e in oenerila Lhe-stug;es cover various pou51b111t1es for
CO*OO&l&tlon among 5703 ‘and in es stablishing iidlis which need not be repeated here.
dowever, there are cevtain other areas vhich are also worthy of serious
consideratiop:;mOne oY -them r~lates to the:.type of measures which 5TOs and Iiilis
should ador’ with regeid +o contglnlna the ;ctivitiﬁs of powerful transnational
corporgtiqnsn,‘ ' ’ ‘ C :

368. A large ofopo"gionAQf'fHe exﬁorts of Africen countries to the deveiooed‘
countrias and even. to the other developing countries are channelled through TNCs
whlch maintain ful¢ control over pricing, . investment, distribution of profits, etc..
Fo 1nutance, -0 thn agricultural sector whlcn Drecently constitutes the lifeblood
of marsy d@vplOﬂAnU Afracen couwninies, H““,wcnm,bo Lontrol sugar production, fruit
canning, baby food and beverages ,1nduutrleu«,“1n some other countries such cash
crops as tea, coffee, rubber, cotton, tlnber;““ooﬂ.nulo and oilseeds are controlled
mainly by T¥%Cs. The same is true of the nlnlhn ‘and extractive industries which in
the African region, are ~n important contributor to 50P and yet are highly dominated
by TNC{-,.‘.

39. Tne ma icr q..adlea wplcn a”l“Gu 1n thls connexlon is the key. and of*

stratevlu “u]e that TNCs play in the englre ‘range of economig activities of
develgping African countries compareo to. . Lhat of 1nd1genous enterprises, whether
these beﬁong to tne Sl or the private sector, ‘Hithin the African economies

the situation is aa gravated by the fact that,the full impact of THCs' ‘act1V1t1ea
'have rot bHeen full ylrecoanLLer and. assessed,- / . On the other hand, countries of

Latin Pﬂpr~rﬂ— and Asia have had an early utaru with axtenntlna to contain the
activities. b‘ THCs uhllhe ther counterpants in Africa. Their high degree of sectoral
involvement terds %o facilitate or aggravate the outflow of resources throuOh such

business practices as transfer pricinz, excessive capital and profit repatrlatlon,

\,_

@/ " Bed FOA, qunrpntxonhl Corporations in Africa: Some .ajor Tssues, E/CN.14/703.
16 ilirch 1974, s

Lt . . . .
‘ . - L i

7/ Constantine V. Vaitﬁos, "The Role of Transnational Enterprises in Latin American
Economic Tntegration Fiforts: 'ho integrates and with whoin, how and for what benefit?
Round Table on cHe Role of Lransnational Enterprises in Latin American Integration
Process organized in co-operatio: with the Cartegena Agreement, Lima, Peru,

15 May 1978.
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hizh dividends or service and management fecs. These practices have a tendency
to hinder African govermients' atteupts to implement effective nonetary and
financial policies and to mobilize the maximum domestic and foreign resources
for the prowotion of economic and social development in their respective
countries. Furthermore, Dy adopting restrictive business practices especially
in_connexion with inter-firm transactions,; licensing and patents agreementsg
purchasing and acquisition of technology, international. procurcient and
suDCOntractlnc and cartel arrangements, THCs are able to control certain key
economic sectors in Afp ca and to uilflu.dOmC“LlC competition thereby preventing
the emergence of indigenous manufacturing enterprises.

4O, It is, therefore, necessary to study their overall behaviour and not just
vhere it relates to marketing, since their marketing policies cannot be
understood in isolation from their production nolicies or indezd their
transportation, financing and insurance policies. .oreover, their behaviour
towards the market in one country or towards one production or marketing
subsidiary is clearly not independent of their beheviour towards others.

41. In other words, the TNCs turn out on examination to be powerful
multinational conglomerates, often integrated horizontally and vertically and
fully able to witastand the onslaught of competition from inexperienced rivals
such as an association of STOs and [iIls from developing countries

L2. Co-operation among STOs and 14Ts should, therefore, focus on the
activities of TNCs in order to determine ways and means for taking over their
role progressively in the African develop1n economies. In other words, there
seems to be a need to look into possibilities of strengthening co-operation
among STOO and. i Euu in specific areas so as to reinforce their bargaining.
position as well as. their operational activities vis a vis THCs and to gradually
weaken the- monopo;y power of the THCe, ' ‘
h3. Tne quevtlon.of co-operation in joint procurement at both the level of 3TOs
and Mifs from developed countries, while highly commendable, also needs to be
approached rather carefully., The studies refer to joint importation of cereals,
fertilizers, pharmaceuticals and.chemicals which absorb a large proportion of -
the foreign exchange earnings of developing African countries. Through close
contacts among 5105, as recomiended in the studies, the cquestion of joint
importation could be considered by the countries themselves, but it would seem
that direct assistance should be provided to the 3TOs in determining the products
vhich would form part of such a scheme and the modalities and technicques for -
implementing the scheme. Purther studies of a snecific nature are reguired in
that area. -

"Lh. A number of concommitant measurec are essential for the promotion of such
co-operation, apart from direct action for the strengthening of links between

and among 570s and s, "dthout such wmeacuresz, it may not be possible to provide
5TOs and Lifis with the necessary tools to enhance their operational activities.

le refer here to' the .crucial need to develop%infrastructure and transport and
commnunication facilities both at subregional and interregional levels.
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45, It is a well-known fact that transport ans communications dcflclen01es
constitute a major obstacle to trade cxpansion even at SLbrealonal level, and

even more so in many instances at interregional level., Infrastructure co-operation
iz an-instrumeént thich can offer important econonies of sczle and foreign exchange
savings, reinforce busifiess links and geverally promote trade expansion. If; would
he unrealistic to expect indivicual countrleu to set up, aLOh infras yructureandap
their owh stéam in’ view of the rather éxtremely high initial cost and long gestation
period. Programmes must be devised and sold to groups of countries and an:attempt
made” to show ihe lono—term oenef1L whlch will accrue to part1C1pat1no countries,

L D AR .
RO

45. A-ulmllar aDDYOach woulid need to be’ “taken with recard to 1nsurance, flnan01ng
cand" credit” fa01llty arranoements and the estaol shilent of. multinational payments and
~.Glearing systémsi - Arrangements for the possible link-up between the payments and
monetary arrangements of developing couﬁtrle are nou being actively. discussed with
the recent- crea11on of the Co-ordination Committee on Iultilateral Payments and
Jionetary Go—oDeratlon among Devéloping Countries. The creation of this Committee.
serves:as a flrst step in the process of a gracual linking of monetary co~operation
arrangements at the interregional level amono c¢eveloping countrles. Its fundamental
1moortance Ties amongy other’ t11nws, in the fact that it will be capable of : gradually
promotlnﬁ llm(apeu w1th1n a’ global utrategy for the expansion of trade. :
k7., 211 the recommenlatlonu for promotion of co-operation among STOs and. for.
establlshlng MifEs are'sound and bring out the various key issues involved..-
fowever, it doeu'appear by and large, as if the political aspect of the,queutlon
may not ‘have béen glven sufficient conylderatlon in the above studies,, thether -
this i€ dué ornot to''tie fact that the terms of reference for the studies may have
been: aomerhat “too limited 'in acone, the fact. cannot be escaped that unless the
countries arée brought’ - together by firm Uolltlcal commltmenug the chances of
individual S5TOs " ana ‘15iEs adoptlnn co—ooerailve mcagures woule be rather gmall
indeed, =" :

i oty Tl . .

48. It is not intended to suggeest here that a start in co-operative ventures
cannot be made at this stage. /As mentioned earlier on there is undoubtedly,

a lot of room for the promotion of mutual trade through long-~term purchase
anreementu, preferential treatment for goods from partner countries and in the
exchange of trade information. Homwever, for such important areas of co-operation’ |
as harmonization of policies, joint procurement, export promotlon, market research,
pricing pollcles, training of officials, etc.,, a systematic aoproach is requlre»,'"'
hence the need for political commitments ' : :

49. MNotwithstanding this, it is gratifying to note that, in the vieu of ‘the '
authors of these uuudles, co~operative actions uith regpect to STOc and M Es
should, as in the case of the €stablishment of a 35TP, start on a gradual-

basis. Cowoperation at interregional level is viewed as a long-term obrectlve.
Therefore, .systematic .measures should be takeh to strengthen co-opération at . .
subregional -and . renlond1 levels,Awhlie encouragement is given %o the STO amiImE}“.J

institutions of long s andlng and experience to initiate co~onerat1ve actlonu on
specific produc 5 which are of major interest t6 them.
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V. Concluding remarks
U t»jm" .

50. ‘Developing Africa'c associat 1on3u1th BCHO p a011V1tleg Nhlch is the puroose.

of. theése studies nust be viewed from a cevelovﬁantal aeruoectlve. And the prime .

ohjective of cdevelopment is or ought to bé. the’ creatlon of a_ material and_cul:ural-

envxronment that is conducive to self- ulfllmen and creatlvé participation.g

"o

51. On the other aan&,"For most African Pounirlpu," the realization of llfe more
abundantin a soeiety wiich is both just and egallunrlan and vhere there are
bright and full opportunities for all has remained a w111—o ~the-wisp,. the gap
between prowise and’ oerformance, bELweCﬂ the dream and the reality has not, houever,g/
been due to lacik of ambltlon or good 1ncent10n" on xhe part of, Afrlcan governments" =

52. It is qulte pertinenL therefors to recall akféu nfrlcan a«reed posltlonu..

Not least of which shéuld be entioned the 1673 African beclaratlon of Co-operation,
Development and FEconomic Independence adopted by the Heads of State and Government
during the Tenth Anniversary ‘of the founding of the Organization of the. OAJ ancd
‘the& recent Summit of Heads of State and Sovernment of the OAU member States calling
fértinitiatives to be taken in éreuarlnb for the Extra—Orﬁlnary Session of the.
Assembly of Heacds of Otate and Zovernment on Lconomic Problems of Africa. lQ/

53. It'is partly azainst ‘the ‘above background that the current exercise needs

to bear in mind’ what saouTﬂ e ome of the oeveloplnn Africa's priorities, e

have been reminded time and’ time ' again, that "we are no longer the instruments

of history, but its protazonists; we stand face to face with our mighty continent.
Now that we are everyuwhere in demand for a_ﬁlalocue Nlt? lnnumeraale amlficatlonu,
we must keep on good terms with the neighbours but Keep our fences mended.. -In
other words, we must build a2 new Africa," i;/' Tn the jxch of the preceedlng SR
analysis, it would anpear that developing Africa’ ou«h to place more emphasis on, . :
ST0s, WiiZs while adopting a very gradual approach on the G3TP, notwithstanding the
intrinsic meritc thereof and the possible benefits whieh can be derived therefrom
in the ldng run. ' I

8/. OAU, Uhat kind of Africa by the year 2000? Final Report of the lonrovia
Sympo sium on the future development prospects-of Africa towards the year 2000,
Monrovia (Liberiz), 12-18 February 1975, p. 15. o T

9/ Adebayo Adeceji, "Africa, The Third Torld:and the Search for a Hew
International Economic Orcer", Turkenyen Third ‘orld Lectures 1676, Georgetoun, -
22=26 HNovember 1676, p. 2C. o L L BN | . Jin

10/ Resolution on holding an, xtra-Ordlnarv Cegsion of the Assemblx»of Heads
of State and Government on:Zconoiic Droalemu of Afrlca AW"/Peo. 96-(77I)/Rev 1.7 7

&i/ Sdem (od1o,'"’u11 1ng Africa today -~ 1he Africa of: the year 2000,
What kind of Africa by the year 20007 p.50.
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54 Furthermore, recommencdations regarding such sensitive topics as those
relating to TNCg, DT0s, wiils and the GITP chould go a little furtier to spell
out *“he concrete nature of the modalities and nmechanisms envisazed. The same
obtaine with regard to the proposed treining schenez,

55. All said and done, Africa hac no other alternative but to co-operate with
the other developing regionc. At the came tiuse, it is important to ensure that
econonlic co—operation at the intra-African level be sufficiently strengihened
to offer a secure basis for co-operation with other developing rezions, if the
latter is to be truly meaningful and beneficial to zll parties concerned,
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¢ INTRA-TRADE: DEVILOPINIS REGIONS
1955, 1975 and 1977
(iillion $US)
DESTINATION Developing ot
" . o - . Africa's
< [ eveloping Hest South and .
Vear Africa . = . ~oate e overall trade
America Lsia South Fast alance
RIGIN felia |
Africa 1855 £C0 41 126 160
(Trade Balance) (+/=) .1 (=59) (-115) (-150) (-354)
1975 15007 152 390 410
(+/-) . | (+320) -1 3°0) (~870) (-1 98n)
1977 Z 160 2 360 £70 310
{(+/-) .| {+040) (-1 240) (-1 650) (-1 930)
Neveloping 1655 136 { 2 150 5 e -
America 1975 95 9 520 10 250 -
1877 1 /20 {11 076 710 £70 -
lest Asia 1655 235 178 550 400 -
1675 1 720 ¢ 5 C4O 2 950 7 520 -
1577 | 19% | 7790 5 140 9 710 -
I’eveloping 1855 310 180 230 2 200 -
Jouth and 1975 1 420 | 1 C90 2 410 9 05C -
South Zast 1977 200c | 1520 L 0CO 13 150 -
Asia
Tource: Tabulation by TCA Jecretariat derived from landhook of International Trade
and Development Ctatistics, 157C.






