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“'““Preface T

' B/oK.14/s70/12

LONG-TERM. TRADE. AND PAYMENTS ARRANGEMENTS IN AFRICA

‘- Eike the note on state. trading (E/CN.14/STC/13), this note is also

' of an exploratory character. Its purpose is essentially to throw some

light on various ~economic, legal and. policy aspects of modern tendencies in
‘the field of trade and payments agreements. -Since a great number of the

“"“agreements referred to have been concluded with the Centrally Planmed
““Boonomies, this note should be read in conjunction with that on African

Trade with the Centrally Planned Economies (E/CN.14/STC/5).

Introduction

Longhterm irazde and Paymonts agroemonts arc an oldecstablished practice

‘between trading nations._ If "long-term" is defined as having a duration

"7 of not less than two years, practically all the treaties of friemdship,

comméroce and navigation would fall into this category. These treaties

o.are useful in &0 far as they create the legal basis for establishing new

.'%Fade relations., They frequently incorporate the most-favoured-nation

viclause. - It 16 not ‘astonikhing therefore that after having achieved:.indepen-—
:dence, a number of Afriean countries have conoluded such agreements wiih

i prospective trading partners. It should be noted, ‘that the GATT is.in itelef

‘&' long-term trade agreement embodying also most features of the traditional
commerce and navigation treaties. Aocordingly, African GATT membere did

0t and do not need to conclude such treaties with other GATT members,.

If "trade agreement" is taken in the broadest possible sense, i.e8i as
any legal instrument concluded between governments and directly. concerned
with the flow of goods, Africa has a rich experience of long-term trado!

’ 'agreements.

In the flrst place, international commodity agrocmonts would claarly

fall into this catogory, dcspite their distinctive features, such as very
wide goographical and very narrow commodi ty coveragel/

1/ of. B/cN.14/64
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Seoond, long*uerl wuntracts limited to-two partlee—/ and a single
commodity wore widely used in Afr:ca, particularly the Brltish bulk purchase
contracts during and after second world war. To a certain extent, the Franc
Zone arrangementug on some commadi ties- (partinularly groundnuts and ooffee)

l.

'are essent1dlly of o similar nature,

Y .. Third, the more recent surplus commodtly agreements (partlcularly
_jdisposal of US food surplus under P.L, 480) alsc contain some trading arrange~
ments.although the counterpart funds are generally used either a8, grants or

. a8 long-term-soft loang. " ’

The Natu~: of'Bilaferél trade agreenents

Wherszq the arrangemsnt enumerated above are essentially long-term,
. bilatergl trade agreements of the modern type can be elther short or long—
;; berm- and. very. frequently it is 1mp0531ble to draw a dividlng 11ne between

the two. - - =

The: modeln bllateral trade agreements are esuentlally the. consequence
of the quantitatlve resurlctlors 1nuroduced in world trade aince the 30's
and ‘of their nos% extveme form, namely state tradlng. Their ‘most important
fodture 1s that thOJ cortaln explloltly or implieitly the . undertaking to

igsus - impo*t LlOenbba ot demand, in the cese of a market economy, or :to buy

o actuallv, in %ha case of a planned eéconomy. This commitment refering. to the

Sbotal velus of trade, may be fixed for several years in order to give s
broad’ f"ameworh of +he exptcteﬂ flows, but the lists specifying the commod-
ities "to whlch the commltmenu applies (in value and sometimes in qaantity)
.are.gensrally agreed upon annually, in order to provide some flexibility.
‘It is precisely because of the need for renegotlatlng the lists annually,
that many of the bilaterd) trade agreemsnts ars formally concluded .only for
one ysar but subsequently extended +o several years. Such agreements are
f:equently_more "long—term" in substance than the' ones concluded fer five

years.

_/ Althcugh one purchaser nay enter into contract Wiﬁh.several‘sellerel
simulianeouzly. v - :

2/ ¢f. B/oN.14/72
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Another feature of the bilateral trade agreemente 1e _the frequent
incorpbration of paymente agreements, when one or both parties have _
dnéonvertible currenciss. Suck paymente agreemente, eetabllshing olearing

vilsvaceounts ‘with-ewing credits and possibly the ways of settling _outgtanding

balances, can of courss be signed for relatively long duratione.

oA mojor ‘readon for the 1ncreaeing uee of genuinely long-terq bilateral
trads’ agreeménts is the fact that longuterm oredite are. frequently }inked
¥ith: trade: egreemente, 'either- because the repayment is foreseen 1n oommod-
ttiew: o1 'bésause the' oredit wae exohenged egainet oommeroial oonceeeione
by . the other - party. e
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Revfew of lon 'term trede and : _ . "
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a A relatlvely oomprehen31ve liet of such agreements. for'thhulaet four
yoars oan be found in Appendix Table iV of E/CN.14/STC/5 angd in the first
AW 1eeuee=of tbé’ Foreign’ Trade Nereletter. ' e LTl
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S The moet important category of these agreements inocludes those:
oonolud;d w1th the oentrally planned eoononies. . Sinoe . they:were. deeoribed
in deteil in the quoted document, only g few characterisitos will b
indioated here. Flret, most if not all agreements are-linked with longh
torn oredite and oceaeionally grants. Second; only.few:contain firm
oommitmente oonoerning llcenoes and punchases (Morqooo,,ﬁAR, Guinea, Sudan,
Ghene) and in most cases these oommitments are short-term and fixed fn:
Yearly protocol 1 . Thlrd, prieee seem to be also negotieted a8 a rule
annualy. R P T i e e

=i I ghowld e noted that in’ the past a number of Freno Zone oountriee
Lpartiotpated in” the “trade agreemente coneluded between Franoe and the o
centrally planned economiee ae a going concern. Some of themuhave el
trade  agréémenis of their own’ (e.g. Tnnleia), complemented by epeoiel
peyments arrangements. N

RIS €

_/ An~exoeption dm the Soviet Union's Gonmitment to buy cocoa from Ghana
' ineressing quantitics over Five yoars.. . . i ..l .o iecit
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The sécond group of agreements links Afrioan oountriee with other,
generally ‘underdeveloped, countries applying severe trede reetriotione.
1. :These -are typically quota agreements with olearing arrangemente, generally
cioefavshort duration. ‘ ' I

The' third group of agreemente is between African countries having
quantitetive restridtions’ and 1ndustriallzed market eoonomies with et
-« rélatively liberal trading practides. In suoh oaees (e.g. Tunisia and
- MoroGeo iWwith: Switzerland; the UK, etc.) the oommltment to issue import
~ilicenoces is mostly linited to the African trading partner, einoe imports
to the other partner enter anyhow free (with a few exoeptione) Coneequently
the ggi Ero 4uo ;. oonsiete of - long-term oredite,;. mest-favauredﬁnﬁﬁ%ﬁ%i@reat-

ment, application of the OEEC liberalization measurss to the African partner
. or a combination thersof. -Generallywqthereaare*nevpayment agreemente.

Pinally there have been & few long—term agreements conoluded between
African countriers. Those betWeen neighbours (e, g.Sudan, UAR, South Afrioa and
Rhodeeia) include elements. of preferntial tariff treatmént sometimes
.. combined with quotas. - Other  agresments: are basibally ‘the ‘shme as  thoss

of-iheiseoond group: {e.g: UAR and Morocco with a number-4f Afridan pabiners).
_Finally there have been also:gome.general agreements of thé *tradi ti6na1
type. , This im. the case of:-the. treaty between Ghans &nd Uppér Voita,”
,Efoonoluded shortly after the special agreement on the- euppression of-euetoms
R BRETTRR

boundaries. . .. . oo o R

The Bignificance ‘of léng-term trade agreements for Afrioca

With the exception of the UAR, Sudan and possibly Moroooo, the exper—
demoe of Dilatersl long-teris’ trade ag‘re'eméh{fs' in Africa is too recent and
too: scatteredto- alldw for any well assessed conolueion. Moreover, the
laok of published otitical appraisale by the governments themeelvee makee
it difficult fors the" aecretariat to prooeed to euoh a taek.

‘ Obviously, bilateral trade agreements are the mutua.lly moet a.ccepte.ble
framework for trading with centrally planned or very etrlotly controlled
-economies. Sines” these markete are of great potential if not motual
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. dmportance to the exports.of most African countries,: the number and -scope
bf,bilateralutrade;agraements of the;type described above is bound to
inorease further in. the future....

'If'this'iS'the-case, there aré strong arguments in favour of “long—
term agﬁé'éinénts. “Such agreements; if they contain firm'commitments to Oo
purchage: primary products is given quantities, may improve substantlally
both the level and the stabllity of their export earnings vwhile partly
eliminating the need for painful yearly re-negotiations..  They-can,also

make economic planning somewhat less of a guessing exercise.

Similar arrangements with the industrizlized market oconomies do not
necessarily call for bilateral trade agreements, but could be also achieved

by commodity stabilization agreements, preferably on a world-wide basis.

There are two problems raised by primary expor ts under long-term
bilateral trade agreements. The first is (hat the primary exporters have
to make it sure that the increase in their respective exporte corresponds
to & genuine increase in total net imports by the importing countries. If
it 48 only a geographical ghifi from one supplier to another, and even
more., if part of the goods ars subsequently re-exported to the traditional
markets, then the gain achieved at the expense of another exporter will

turn out to be self-defeating in the long run.

The second problem is pricing. Fixing prices for a long period in
advance is taking a gamble on world market prices. BEven if the gamble
sucoeeds (1.6. the world market prices decrease below the contract price),
the seller may become woo dependent on a single market. It would seem
breferable, in the absence of a world commodity stabilization, to rely on

commitments on quantities rather than on price.

On the import side, the price issue becomes all important. To a
large extent, this problem of bilateral trading can be solved by highly
qualified personnel {particularly in state trading agencies) able to assess

- ands alfferentiate prlces for ten -thousands of goods -of: dlfferent quality

in Qrder to ensure that the gain on the export side is not annihilated by
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. price and/or quality differences. DBesides this purelystechnicalwiasﬁéy

there is also a deeper economic one, due to the very nature -of bilateralism,

where the primary exporter can be faced with the choice between three -

.alternatives: accumulating an inconvertible export balance, acoepting over—

priced or otherwise unsuitable goods, or cuiting down export L ’

o= Should the STC decide to pursue the study of long-term trade and

payments agreements in Africa, more detailed information and extensive ex-

change of experience in this fisld would be necessary.

L
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ﬂﬁgf'fThis“problem~does-not arise, of course, in the existing.long-term. agree-
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- ments with the centrally planned economies, whioch practiocally all
inclade large development credits granted to the African countries.





