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s'msmzumx AND exomt oF mom' mmmas .
; oramxcm cwmmm N

_l. m ea.n for m d.uigud to sto,binlé aad 1noroaso thg u:pert tamhp éf
developing oowniries is nov widely wnderstood, - External trade permits deoveloping -
scintries 30 exohangs goods with low development potential {such as agriculiural pro-
s): for:goods with high development potemtial. {suoh as inyestmens goods)s mwt
srefore. p).a: a orucial role in Mttniatnt +the feasible pass of ‘the ~
paatt @fte fts of devsloping countries, and measmres ‘designed to esswre $hat guoh om-ﬁ
 ingd are high and growing at a rapid ra.tc aro an mqntial p}r‘t ot Lntm /;9”1 00=
. mwum-'-;r development. ' I

2. ‘ IQ 1- also mow widely roeomud that tluo‘lmu.ﬁoaa in cnort eamnings 94'9 dedri-
~ mam3al to:the development prooess, even ‘when these ﬂuetnation oodur arowsd growth
retds widol, in themslves, might be jodged adequate. -The reasoms for this) “ha

pdly ‘with disruptions in developmént mgm -and publie ¢
_"F; g7 “Intermations) msasures designed %o reduce the varla‘biuty cf omrt
) ':, ‘hma also ‘hawe a koy role to play in proneting developmt. ,

3. : It has been propsed that a scheme be. utabli.shed 'vy EEC to shebilize and in=
erease the export eamings of Afriocam couniries. The following paragraphs set owt
- fhree broad pri.nciplgq 4hat wonld oha,mtoriu a sa:b:lstac‘tory ncm luigned to that

‘ ',v.»uul:

‘ 4. l'hc purpon of & scheme to anbaaco expors proeseds shonld be %o i.acruge p;rou- '

* peets for 3he growth aad development of African eowniries by making aveilable to them
q.” higher and steadily~growing stream of foreign sxohange availabilities, ihe amounts

of which ar ‘predictakle within a reasonable time—freme. This implies in the first.

» $he establishment of ‘arrangements designed to increase the access of the ex~

£ African counbries in EEC markets. Ia the seoond mtuoo, i% requires the

mt of & nors i.d.outﬂ:ying fluotuations in export proceed ‘that takes full
1t thé tremd in the expor‘tin; countries' export earn ",_"'”f, and pry

apsption and npay-ont +that take fully into’ account’ chanall :ln 2hei

ws of trade, Given the purpose of the system, any "gafoguard” |

4 fuily protect ¥he ability of Africam oontriu to oxpancl to‘hl

oroas hs their mortt to third mrkeia. " : T

o the faot hat any achems vith EEC wi11 presussbly have %o - ..a-nea”'*"f |
14k EEC, the soverage of the schems showld in all other respests | broas
b ie0e it uhould oncompass ‘thc totality of thc mort trsﬁl ot Afri’




6 Compemsation for shortfalls from the norm showld be prompt, sbowld coour antom

~Mationlly, and should be equal in value %o the amewat of the mhorsfall, The PRrpose
~ of the systou would dictate that the allocstion of resources wade available throwgh

pf

the workings of the system should be decided by the exporting cowntrien, in the oon=-

Sext of ‘their own development programmes anmd pricriifes. Reimtmibeseat of funds pre- =

visualy mado aviilsble $c compensate shortfalls from the mors would gesur only whea
astusl export prodeeds were above the normj - the extent of the n x:ui:-.mt ‘would be

goverzed by the magnitide of the "exoess™ of skpoik esrmi nge

$voluiton of the Serms Of trade of the recipleh¥ eswntry on 1ts drede WAL i AML

T 43
S

My %he role’ of oémpemsation in suppo Tting the development crtomofm rtég

Il The scheme proposed by the EEC Commission a
T ‘The mcomum hu put tbﬁaz'gl a.oonm‘h roposal for s¥abilizing ¥he .;- :
port earnings of Afriosn couniries from trale with EEC 1/, The' following paregraphs
“weview the principal features of this scheme in the light of the gumerel cheracter—
istiocs ‘set out in the preceding section, - = S T

. ) : . . B ) '

8. The mobeme of the EREC Commission mikes mo Provision for systematioally inoreas—

ing African exports %0 EEC markets. The scheme wowld have uo sffect om the meditm ©

or longer term receipts from exporting to EEC, exoept iasofar ag ccwpensation for
shortfalls was not repaid 2/. From the standpoint of emhancing he level of export

of the major shortcomdings of the proposal im its present form.
 gfebilising export reseipts | R

reveipts, the Commiusion's proposal bas litile to offer. Thic wnt e bphqidcro@ one .

9« The proposal pws forward by the Commission doss not ‘address iﬁbj&aasﬁén of thb |

- ywrohasing power of axport redeipts, but purports only to amcoth earnings from ex- |
ports of eight commodities ito EEC arcund a market drend. ' i ‘ P

Wcovo.“ of the ‘scheme

10, The Commission preposes that its scheme cover sight commodities exported by
Afyicen countries 'to ERC. These commodities are growndmuts (seeds), groundnuts
(cfl), bananas; cocoas coffee (distinguishing betwesn the varieties "arabicas" and

"robuste"), cotton (rew), oopper, and sugar. _ |
11, The pr;lnoipal comsequence of the limited product coverage of 4he Commission's

sobems is t0 oreate wide variances among African ecuntries as regmrds the potential E

bamefit of the schemes Thms, for 28 African cotmtries examined, $he eigh* commodi-
ties in question accownted in 1970 ‘for-over 50 per cent of iotal exports to EEC in
. . R s P SN R S BN S

1/ See Conmiesion of the Puropean Commmnities, "Regional Agreememts on $he Basic
products”, (SEC (73) 2043), Brassels, 5 June 1973. oo
' 2/ See paragraph 31, bBelow. ' |
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only 12 osses, and for 75 per aeat or more of sweh exporte in only 4 ocases. For 10

other countries, exports of the eight commodities adcounted for less than one quarter

. of %otal trade with EEC. If the list of commodities sxpor*ed by these countries to
'EBG is expanded to imolude 25 major com .odities, 1/ 50 pex eemt of export earmings .

~ of 27 out of the 28 eowntries examined would be scecunted for by such sn expsided

12 Im the case o _
#howld be excluded *heosuss of prioce trends™. An examimation of a comwodity price

fadex for tea reveals fhe trend sinoe 1963 as showm in the footnote 2/. It would
appes> to bs the case that because of price iremds in tea, it womld; g.priori, be an
sxample par e 18, for inclusion in the soheme. 4 case could also be made for

Mt o F N L e
2 tea, _wood, +in and diamonds, the Commission argues that’ they

- ¥he other commodities that are sxcluded because of price trends,

13+ A nusber of other commodities such as groundmutoil cakes, dismonds, bauxite, =
slwainium, -iron ores, yubber, tobacco, are also excluded. Theme commodities ave
- #tated to have "special features" which "differ from produwot to produet*. It cowld
‘bo assuned that the Cepmaission was concermed abous the problems of hederogeneity
~ iden¥ifying these commodities. While the problem is an important one, it is mot
- ingurmountable; moreover, many of the exoluded products are not sigaifiocantly dif< -
- ferent from the eight commodities ticluded by the Commission. The effect of broaden~

ing $he coverags of eommodities is to expand the mumber of countries likely “to benefit -

‘from the goheme sinoe meny of the products exoluded figure prominently in earmings
of some of the countrdes, ' RS : e

4. In order to cover as large a group of countries as possible that would benefit
~ fyom the scheme, two alternatives may be ocomsidered. The first altemmative would be
%0 expand the list of eommcdities whioh would beoome eligibtle for sompemsatory ssgis~

- %ence, - The scheme will obtain a wider acoeptance if interests of as meny countries

as possible are reflected in the potential benefits conferred by ite. Another alter-

- native is to inoclude all exports destined to EEC for coverage by the sohems,. This

altemative possesses a number of advantages, inolwding thst a pimplicity of adwii.
igtration and ccwprehenpiveness. It alio meets the orite:.om of a satisfactory -

sebeme as regards coverage 3/, : T e

- rubber, diamonds, petrolsum and petroleum predusts, aluniniwm, banxite, iron ore,

- -tim, -‘613;39594' cake, - cooonut, oopra oil,_ fruits, vegetables, oereal proparations,

'3/ e etght commdities proposed by the EEC Commission plus tobaeoo, fish, woody. .
Ttes. U - , T

3/195.%100! ©1964s LGl  1965: 101; 19662 1043 - 1967: '194,. ‘19'53,",. 9y
- .1969: - 8B .- 19703 83.T3 19T1s 83.4; . 19723 82.4. _(Pri_ep.npnmgh,ot Basio
. Commodities in InSemnational Trade, 1950-19703 ST/STAT/SER.M/129/Rev,1/add.Y,
- United Natioms, New Yore, 1971). . .

T
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: & Jox ‘ooﬁmoditigs cwﬁed grom Mriaan sountriéa o EEC iu 21 }, Pg mnt

Share of exports Share of amm
of 8 commoditioen of 25 ocommodities

.. . . in total experta - im total omm S
Qownbry .. . . . . o EEC ®) e !BG o) el
Buyandi . N U es . L
Oumeroon 22,9 L 3Beb sl
Cemtral African Republic =~ = 28.3 ' - 55.2 . '
Chad . ‘ : - 93.5 4 93.8
Congo ' - 6.8 A 116
Dakomey o » 45.8 58,7
Cambia ' S - 29.0 - 50,2
Ghana : . ' 43.7 . ; , 58.6
Ivoxy Coast . ., 541 | . 8T.8
 Kmmya ' . 28,6  69.0
¥alawi - : 21,9 95.6
Mald - - 78.9 o B0.T
Manritenia | | 01 96,8
Hauritius - o 923.5 - 95.2
Niger ‘ - : 95.2 95.4
 Bigeria 1643 . 821
Rwands , 32.2 o 9.5
Senegal R 53.1 , Te.3
Sierra Leocne - 14.7 90.2
" Somalla : R ?306 . 76'2
Swaziland : : . 54,7 ' ‘ 62,7
Tanzenia o 605 39,9
Uganda o ' v 60.4 86.6
Upper-Volts o 57.4 »~ 5TeT
Zeire’ L - 8.9 - 5%.7T
Zombia 25 T2

~ Soureet . UKG‘I‘AB sem‘tariat, based on CECD's "Trade by comditios, larket

. Summaries Imports”, January-~December 1910, and INF's "Diveciion
of World ’i‘rad‘“ 1968 - 1972, o v
a) Includes the United Kingdom, Ireland and Denmark.

b) Includea banamas, sugar, coffee, 0cecs, growndauts; eotton,
copper aad groundnut oil.

¢) See footmote 1, paragraph 1l.
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" 18e - The Qommission's proposal calls for the establishment for sach year of &
- reference price defimed as the average vslue of price quotations for the product
" wsder oonsideraticn om the main commodiiy mericets in EEC during a reference period,
© whioh, as a rule, wowld be the preceding five years. The uss of & moving five~ -
year average to establish the reference price has serious drawbasks when thers is
@ begular rise in prioes becauss, for example, of inflationary temdencies in the
copsuming oowntries. In fact, it can be ghown 1hat if the wnderlying upward tremd
4mprices is of the oxder of 5 per cent per aanum or WOIey the proeedurs of estabw .

lishing a refemamce pries by means of a -fiwe-year noving sweragn is unlikely to. gune=

rafe oompensation for shortfalls in earninge resulting from deviations of actyal '

prdoes from their longer term trend. Om the other hend, when pries trends are mov—

ing downward, the use of five-year moving sversges is advantagsous, from the siand- -

_ 16,  The proposals of ‘the Commission as regerds refersnce quantities are not entirély
élear. - One possible interpretation is that a reference quantity be established at.
thebeginning of the operation of the scheme, and remain unchanged ‘Ahroughout,  Such

" & proposal would make no allowance for growth in the vyolume of exports to EEC, amd
any growth that did oecur would by defimition put the exporting commfries above the
reference quantity, thereby greatly reducing and perhaps eliminating any possibility

£or oompensation when fluctuatioms in earmings ceour because of ehanges in volume. . -

Sush & definition of the refereuce quantity is tims entirely umsatisfaotory.

17. A second posasible interpretation is that reference quantities for each commodi-
. "4y are o bé established by a moving five—year awerage. This proesdure would then be

‘4he same as that used to establish reference prioes, and is subjeot %o the same
eritiolsmi i.e. when the tremd value for the gquan¥ity of exporte shows a rate of
growth of about 5 per oent per annum, or more, fluotuations in ae¥ial volumes of ex-
‘ports around this ¥rend are unlikely to result im compensation usder the method pro-
pomed by the Commission for esiablishing reference volumes. " Again, however, when the
4rend of quantities exporied moves downward, the method proposed by the Commission ie
‘olearly superior. G e e S S

gmioted application of the soheme

18, 'Ths cousequences of employing the Commigsion's method of determining reference
quantities and prices may be examined by csloulating for each of $he eight commodi-
4ies’ the amounte of compsnsation and repayment that would bave been genereted during

& period {n the immediate past, and then comparing the ‘variabilidy of actusl expori.
_ recsipts during that period with the variability of the stream of export receipis
_and net oompensation $hat would have ocourred 4# the scheme had beex . in operation.
“Smgh ‘an exercise was performed for a small sample of Afrioan cowntries for which the
neoessary date were readily available. As may be seen in Table 2, in only four of

“4he eleven cases examined was the Comaisaion's method a powerful _‘eohpique for reduc-

ing the yariability of export receipts. In three of those four ecuntries (Nadagesear
Segogal snd Togo) quantities sxported to EEC of ame or more of the elght commodities
‘ahovad a downward fread over the period examined.. . il

v

¥4 However, if. the. "BM md of prices on the world market is downward, ¥he refemoe o
"~ prioe will also go down because it is based on a moving aversge of past performanc
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I DL AT (O Smoothed By the cmiau'
© Gountry " Unsmoothed gmcadm ST
' Cameroen 8% . 18 O~
Gentral ifricsn Republic 7.8 6.6
‘fcwt o | 20,1 - 14.6
" Dahomey o 1T - 11.0
Gabon 9.0 9.0
Ivory Coast - | 5.8 5.6
Madagasocar ' 11.9 : ‘ : 5.0
Senegal | 17.8 2.4
Toge = Aad 2.8
~ Upper Volta | 15.8 o 16,8

TN

g./ The ooefficim:ﬁ of variation meaamz tﬁc' average size of the
fluctuations arcund the trend, oalemla'tod 28 a pementage of
the mean valus of the tremnd.

b/’ Groundnuts (seeds), groundnuts (m.].)$ ‘bananas, oocoa, cotfu, ’
~ ootton, oopper and sugar,
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: 1?. ‘i‘he )roooa a mai,e by ‘the’ C’Omﬁisuit . calls for awtome lo oowation of ahart«-
£alls equal in megnitede Yo the ascuni ¢f the shorifall, Provisioms regarding the

%ining of compensatory payments are mgm;, but the Comminpion piades thet "in order

%o avoid a time lag between the fall of wosiptu and the comma%ozy transfer pa;r-'

' ﬂts the c::mity wm take appropriaﬁe mam"

ae. The eoupanaatory payments are to be reyuié. anly 1f export em rise n,bovo 1
ﬂnir reférence level, The amownt of the repaymeat is detsrmined Wy the d!.f;romec

Lheiween the a.otnal and the reference price mltiplied . lq %he refarence mnttty. ;
Inoreaged export i resnlting solely from a rise in the voiwme of exports
(ra‘bhzr than fron aa i.noreaso in. prﬁ.ee) wonld throtom not trd,ggor rwmt. ¥o .
i.n‘bom't ia *to 'ne oha.rgad on the crodits outatm&hg :

al. Undor qou oi:mtmoea M would appux- uhgly that no mmmt ef oon-
pengatory payments womld take place, This would be the case, for. axample, if th'
price of a commodity had s steady lomg-term trend, or tended to Ardfd. dowvnward,
addition, the Commigmion envisages that "in certaim exceptions) eases, Mrc ‘
 oomld be wade which were toially or partia.uy nempmhh. These vases woum lmre .
%0 be considered. ugmtoly in the light of oriterda such as the lavel. of develop- -
pent and geographical “ecnsiraints in $he country oonczomcd, critam uuoh win be
luhjoot %o thc ontoom of the negotia‘tioaa“

~»’;?22. ‘.l'he propoual maclo b:r the comission envisagss apeciﬁo oontro),s mr tho udo- _
use of the financial resources made aveilable through the gcheme, Resources are 1o -

. be. uod, in the first instance, %o help stabilise the internal prices 40 produoers

“of ‘the commodities in question. In the view of the Commiseion, resourees oould alao
be used to improve preductivity and oompotitimus in the produst sector in ques—
4ion, by finagnc ng activities related i> marketing, stook piling, applied research,
"~ and so forth. PFinally, 4he Commission fomseen the possibility of wsing part of the
 resources to diversify the economy and to emable "the oontinued maliution of o8r=-
'h:ln pro;eota for the general good", - _ : A

23e Tho rationale rcr ?he impoaition of ‘guch oonﬁ.i.tions on. 'the uo o!' oonpeuutory
~ fuonds is mot olear. I the shortfall in export earmings hed not ceourred, . %he torn@
:amhange squivelent of the shortfall. would have been available to the morting couns=
try without restiriotions .on end-use. The prinoiplo of compensation would appear to
require that compensatory funds be made available under the same conditions. More~
over, the main significance of foreign sxchange availabilities lies in their role in
wderpinuing a country's development programme, Phis suggests that the allocation of
fonds made available through compensation should be in aocordance with the oouniry's
-omn development priorities. This eriterion could, of course, in mome imstances lead -
.om‘kries to employ e)omansa:tory fmds i.n the wa;ys envisaged bv ‘lhn cenﬁ.uioa. o

B

e Tho pmpoaal w:b torwar& hv tho comiuion eoxiains eer'tain proviaiou for :pro—
4e0ting EEC againet "misuse" of ‘the scheme by exporting aouatriu. The prinoipal
"Gangers" in this regard that comcern the Commission are thatt a) an axporting coun—
tyy would re~direct a portion of total exports from EFC markeis o third urksta, :
‘ihomby la.king itnelt ongime for ccmensatory W‘ts from mcg 'b) m uporting
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wmtry tzoﬂé inemw subatentially its produstion for export, sad direct thia
effitional production toward third markeis. tkerely provekin- s mml £all in
yrices and, ﬁakﬁ.ng 8 3 eligibie i’er osupensa icn frem m,

25 o mtmt 0 sgminet this “nimo* ﬁhs Maﬁ.m ;mposw %o 1iaid hn
. eowpemsation for shorffalls to those sowmes Im ¥hleh the ratic of ihe m‘&ity ax—
wﬂﬁtamm.&a&tmmmﬂha% mrdemuqmﬁ%isqm to op
grester than the ratie of the commiry's total suports in the year in snestion %0 18 -
~ %otnl ediporte dering dke raference period 1/. Im the svent this eomditicn were zot
- medy acmpmaﬁcn from EEC would be reduced frow the levels that would woraalily be
obfained, ' This tcrmaﬁea, however, fails %o allow for any di ¢ al in the
ntwofmw%}efm”hmmeMMﬂm Fevs, umort-
ing country pavticipeting iz the EBC scheme wmmmxyhmwamm
marhet that wan growing more rapidly than EEC markets. mmmm
‘mimmmmmwmwmmmu&mmx

on world mavket prices, If, however, s reduation im prices necurred at some. tin for
whatever reason, the ecwniry would find its ability to obtain corpensation from EEC
mm, ‘and wonld, im effact, be pemalised for Maving diversified ite euport mrkqis
sad hsviag m:plaitod meﬁmitiu for inerauinc its total mem.

26, The following paregraphs provids a set @f rmmxadationa marding the princiw

psl femtures of s satiafactory schems for stabilising and inoressing the export sarm-~

iage ef Afriocan countwies, and some disoussion of the wore geaeral sontext iw whioh

thoie Poatures mmet b8 oonsidered. The recommsndaiioas incliwds 2 provisicn reguid-

ing esoosas Yo markets; an element not contained im the Commission’s proposal. Im

. all otker rospeots, hewsver, ihe recommsndations anteil modifications of the %mt- '
: ﬁicn's own prapecala dﬁi@uﬁ %o imrnno tha ‘bmﬁta to &friun mtr&a.

he w_mmiz

27, & subatansial mmsber of smmm Mﬁn wm& be ulmcﬁ for moia.l
examinaiion axd treatment. It would be agreed that for sach of thess commodities
measmras would be talwm to imorease, over 2 period of several years, tiie proportion
of %utal apparemt oomgemption in EEC wet by imports from African eswmtries to'an
agreed target lewel. mmmcotthoaomﬁﬁntobemx“mhhtm ,

- wined sfter Turther mm &Mieu by the ZEC conisaios aaﬁ the mmiﬁ of
ifricax mmtﬂes. ’ , )

| 1/ The precise fomhﬁon proposed ‘mr the couiuioa :laz P kil 'y

PR x OR PR < QGI!
mmmu the pziee of ths wmditymmﬁoauwmrertho ,
Year boing considered; GE is the quantity imsorted by EEC in the year in
qeention; PR is the veference priop; QR &3 the referencs quaniity; B i
the total sxporis of the commodity by the country during the year inm
ticn; amd QUR is the total &mﬂs of the oowuty hy th- eeutry Mﬁg
the m‘@mms mrio&. ~
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Y Mﬂm i mintcn’s withk proposals put foysmrd lv thc Pml nt
Wrt- ch med wnler XCA auspices iz Acers. im February 1973. These called
for future arrengemsats to “assure Africen cowstriss the ‘opportuaity of fillin -~,::i;'~._,
';.ofmtmnmwmmmu«mmma
-fnir. atﬂ:lo ml mntin p:z-iou for thoi.r export. e-emuuu" y RO

9, mlntug commoditios %o be avcorded Battar acosss to FEC markets, it showld
Do borme:.in xind that wnder some oircumstsnoss measures %o W African ]
 fe EEC ‘w“mt lead to an oqiiulnt ra.u 4n Afriean export carnings. In the case
 of export. k drmuaditieg gual on Sropieal echeturty Ahat do met e@ 'i rodec=

! podity to oomeod

; w be ”8118“\?1% : », how
raings Trom thind urh‘td mId hvo to h‘ mt W
: orte to BEC; b) If African cowntries redirest exports ¢ -m
o BEC, the Wforhﬂumtcm markets tedwmnprxmh
‘maykats would be eliminated, Wt the fotal voluse of African exports would

« In this csse a met gain to the African countries would oodar only ¢ tht
ihttkﬁ.eu received in EBC markeis were higher (m of tariff
y eto.) those available in othr markets. T

30, Ox the ethr m. 1n the case of axport commodities that compete With M.
‘ . Sl triu. bctto;' uoun to mc urhtt womld Qlurlr rd.” o

2, quas ‘103, nmr,'&m 'hv a a:lnuiha..._ “existing prodws
~ Bonnr, 4he cosments male above with respest to i~
3 h‘_‘, 4o mot oemt- with dowestio pmdmon in EEC slso mly"to Mﬁ' .
‘ "h tm. Af inoreased goous to marked e db 9 |

M.ponﬁmtim :nuut thrt mu-t ‘no takcn 1:; tla ‘prom-' or _ueledt
tes £o be acoordsd better acoess to EEC markets, Attention should be fo
wditin motm vtth prodm.tau in EEC, amd for uoh commodi ty
thownl: Off“* of such arrenges :




32, 4s e further part of the system, EES would put in place mahiinery for smoothing

¥he axport sarmings of ifriean comatries.

"33 The mewfsaf weocthing export savmings wouid oover tbe Sotality of the
Amports of EEC from Africsn commiries, - N L R O
Baarans s aal gt Ty

B A

34. & woving fivewysar average does mot provide an adsqante lmsis for estadlishiag
reference prices asd qesntities when ome or both of these varisbles is subjest te
an upward ‘Sread.: As regerds quantities; farther éxpansion ‘of EXC markets, together
+ Witk the improved access to thése msrkets resmlting froa the Frovisions outlined ia
Paragraph 27 above, conld bs expocted to ‘generate upward tremds im quentities ox=
ported $o EEC. It msy therefore bs desirable %o zeplace the forumls for determine=
ing referencs prices and cuamtitiss proposed by ths Commission with other ‘procednres
designed to give wors satisfactory romults. S ‘" S -

35, Two suoh provedures have boon examined, uaing sctual date on the exports of &
sample of Afriecn ocuntries %o EEC im the reoent pust. In the Tiret procedure (the

. by prejecting the ‘rend valuse of tkc-preooﬁag SEVSR e ¢« In the secend pﬁm

|  {(the "trend ad jusiment” ), the refersence gusntity was obteined Ry yrojecting forvard

a trend derived from - ‘LZiguren: the first of these was the avaregs qusatity ex-

~ Ported durimg the immedistely precoding Mive yoars; the second was the EVOTRLY Rakw
%1ty exported dwring five~year period ccmmsmoing msven years bafore the year iz
question. The referencs price was obtained by projecting the aversage sauual rate
of prios.increass from the precedirg five rears. S '

36.. The resuliz of this erercise appear in Table 3, whiok alsc shows the remilts

~of applying the Comrission's procedure {five-yeur *moving average® for both prices
‘and quantities) tc the data 2/. The Comsdipeion’s proposal regarding repaymsnt was
‘wged throughout.  is mey be soen from the tsble, in the case of 10 of the 25 oounw
tries emamined 3/ bt the "moving regrossiom” amd the “toms) s festnont® procsdures
were suparior to ti "meving sverage" ‘teoknique, in the senwe that the cosfficient

of variation of $otal receipts (expor carnings plus met compemsation) was lower umder
the two formsr proocedwres than wsder the latter. In all of these cases, sricem or

- quantities exported to the REC or both, showed & decided upward trend. For sevem

1/ Prices sad quantities mey be distingsisked iz the csse of total exports to EEC
. by conmtruciing s price index covering experts to EEC and usiamg the index to
~derive from the data available on the valus of exports to EEC s concept of the
 aggregute qmantity of suck exports. This preosdure has besn used in the pre-
sent exercise. , . ' S
2/ The exercise is thas sarried out on the aswusption that the Commissica’s pro-
- bomal is to sstablish reference guantities om the basis of & five-year moving
aversge. ‘ o _ . ‘ : :
3/ Central African Republis, Cameroon, Chad, Ethiopia, Gabon, Geshbia, Ivory Coast,
Riger, Kigeriz and Upper Volia. ,
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‘crthor ooutrﬁ»:m y’ m *’wvi.ng awamgu" pxw«l to be superice %0 Peth of txm other

msthods. In all of these instanoces the guentity of exporis %o the ERC, the grim, \
of such exports, or both, showed a dowmward trend during the pericd exemined.

; _fm other omwes; g/ths “moving regressioa” fechmique wag supsrior to the "wving '

average” wathod, Tut the "trend sdjusiment” was inferior, and im two cazes )/ ihere

wes no signifiosnt differemcs betusen the perforsmnce of the first dwo teahiquu, :

bat the "truul a&jnatmt" vas again inferior.

T 31., Yhe results-of thie exercise confirm that si alternstive metkod e! cstablinh-_’

""ing reference prices amd quantities is superior when quantitiss of exporic io EEG

are trending upward., Dowever, it alsc illustrates the fuct that in the past
trends hava not alweys characteriszed the export trads of Africen ovuatries nﬁh m.
This muimm:eﬁfermm on both the demand and wopply side to raime

" the levels of exports of these countries. Im particular, products of spooial in-

terest to ocountries whose sxport volums has mot adwanoced should be favourably wn-

. oidered in aetcm:laiae those commodities to he subject %e spesinl ymviaionn u

”MI acoens . to markots,

38. In cva.‘iuaﬁng the merite of varicus toehiws for smocthing mooipts from
exports to EEC, it should be borne in mind that a principsl aim of ifriecsn coum=

“tries is %o daspen fluotustions in their total export earmimgs.. Bince earnings

from export ¢ ERC form only & part ‘of total export earnings, a quesiion for com-.

.sideration is the extent to which a scheme depigned to smooth export receipts tmu

EEC, oven if it were cnkirsly succeasful, would dampan miw in total export

'auninca,

39, A8 a firat appronmtim, the sxt«nt to whioh a mcthins of export rhoeipt'
 from trade with EB” would stabilizs total + port earnings wor 2 depend on the ;ro-
':portiou of exporis of. Africen sountries dirscted towsrd ERC. Another imrhnt

consideration, lwmr, wonld be the relatiocmship betwaen the dircotion at sny -
 point in time of fluotuationa in sarnings on trade with third marksis and fluatua—

tions in eawniings om trade with EEC, Thus, if expori earnings from third markile

vige above their irend value at the samé time that earmings from the EEC exoeed
“their trend valus, and vice-versa, the smoothing of export reveipis from trade vith
ERC would resul$ im greater stability in total export sarnimgs. If, om the other
band, emrt reosipte from third markeis fall below their itrend values: when receipbs
from EBC exceod their tremd values, and vies versa, the smooibing of export receipte

- fyom EEC ‘would have a wach smaller positive impact on the fluotvasions in total ex=

port earnings; indeed, in this case the stabiliszation of recsipts from EEC oould have
& de-stabilising influenoe on total export earnings, in the mense thai toizl export
earnings vary around itheir trend values by larger amounts whem mi.pts from mc arp
anoothad tha.n they mld if rsooiptc frou ERC mra not. stabilimd.

_j Gonge. Ghm, ng Eamti.ﬁa. Sauml. Somlia snd ‘i‘mia

2/ I.:&'beria. Sierra Leone, Togo and Ugmda;
3/ Mmaw and Sudam.
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émtry a

Coefficient of

. wariatiom of
recaipts from EEC

?0%&1 m\mt Total sEnmt

CENTRAL AFRICAN'
. REFUBLIC

P.c. 966—76
c¢V. 13.1 o

lov:l.ng mrm
Moving rqnum

\Mdjutm‘

CANEROOK

PuCo 1562-T1
c.v. 16. 1

Moving average

Soving regresaion

Trend adjustmwment
.CHAD

P;C. 1966~-T1
C.¥e 19.0
Mng sverage

Hoving regression

Tresd adjustment
CORGO

- P.Ce 1966~T0
C.¥. 15.3
Noving average

Woving regremssion
Trend adjustment

DARONMEY

P.C. 196670
G.Y. 5.0 -

Koving sverage
Noving regression
Treni ndj’utmi

ETHIOPIA

Pcco 1962"70
C.¥. 10.5

Noving rogmscien
~ Trend adjustm'é

(1)

131 fw
7.6
e

15.4
11,2
16,5

. 14@
11.1
9.0

3.6
’ 596

12, ¢
12.6
11.7

8.3
56
5.1

0o
56
4.0

6.0
20,3
365

4.5
11.6
15.3

- 25.5

5%.4

T8. 7

a0

4¢3
3.3

3.4

i4.0
14.8

60
6O
3.1‘ :

6.0
16.9

1.9

3e5

0.0
0.0

%0

2.2
LS5

Gl

1.2

as

G0

536‘

- 0.0
3.4
=143

2.6
8.1

14.5

255
52.4

18T

1.8
2.5
2.0

3.3
14.©



 Comntry.

(1)

(2)

(3)

s/ci;a/wr.l/n/?l
- “'k.. P“. 13
@)

“PuC. 196670
A.:c.v. 5.

P 196'&&-76 "
C¥. 65

flaVIug'lv%tugp

" #rend aﬂjuetuuut .

amm
 ’5¢0 1963‘70 g
',OJ’. 18a1

.»!bving-nwucsgp

Moving regression

 Tremd adjuut-uut
;I‘Vm! COASY

'P.Q. 1964‘71
Ci¥e 16,5

" Moving averege R
Noving regression
Tresd adjlutunnﬁ
.l!ltl o

| P.G. 1962-T1
G.V. '604

P.C. '1962-73 ,
G.V. 13.5

o Inving xynrast

Koving rtzxeacian
!!tad<addu-taant

WADAGASOAR

P.Co 1962;‘!1
OV 10.2

: , Ibvingfuvt:nco

lbvinc rocr'a-ian
.Trtui adsu-tnsnt

’12.7

53

1.3

243 -

.;6.5

566

5T

15,1

24.4
16.4

8.6

503

C 4
5.0
47

13.5
186

«aj
4.4
54

&0
273
53.0

.0
- 3.9

T2

17.0
62.8

- 37.8
1307

146.1

4.4

13.3

23.3

a0

26,9
284.3

1.3

12,6
1901

GG

&0
&0

6.0
0.0
%0

166.5

1.0
160

0,0
9.3
53+4

bod

12.8
a4

R
3.7
6.0

548

6.2
2.9

Y
\,27.3

‘o..e"
3.9
7‘2:

-39.51_

- 13.3

37¢8 '
1214
X

0.0
223

23.2
2843

5.5
A 6.4
. 1602‘ ‘
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. Comntry (1) (2) (3) (4)
mavarrarrad/ ' |
P.C. 1968-T1
G;VS .167 ‘ . ‘ ; ' .
Hoving average 1.7 L) G0 G0
Hoving regression 2.3 o’ G0 54: 0.
Trend ad juatmont 3.6 i93.9 a0 . 193.9 _
KAVRTPTUS e : e
cht 1952‘“71
c.?o 305 ) : .
Noving aversge 45 24.7 G0 - o 24.7 o
Trend ad justment . ile3 70.3 .00 109
WIGER : ' .
P.Ce 1964-70
ﬁov'x 1706 i
Woving average 162 1.8 1.8 QO
Heving regression 14.4 15.0 N N 15.0
NIGERTA ‘ ‘ '
PaCe 1962-T1
Co¥e 25.7 | . :

 ¥oving aversge 25.4 96,6 966 0.0
Hoving regresaica 20,2 317.1 “Tel 250. 0
Trond adjustssnt 20,0 . 355.3 168,3 195.0
SENEGAL ’ '

FuCe 1966-T1
CoVae 803 - ' RS
¥oving average 1.6 39.5 8.0 39.5
Moving regresaion 4.8 50,2 Q.0 50.2 -
Trend ad justmozt 3.5 54.2 GG 54.2
SIERRA LEONE ‘
P.Ce 1962=T1
CoVe 1443
Moving average 9.1 10.3 16,3 0.0
Hoving remsim &4l 36.4 17 34.7
Trend adjuatment 1i.0 310 ‘-95 26.5 |
SOMLI&J '
Pcc.u 1967"71
c«»v» 3@5 ’ , o
Beving AVErage Zad G2 G 9.2
¥oving regression 3.7 1.3 @2 1.1
Trend adjusiment 92 4.5 G0 4.5
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3.8 . 28.8
4'4 o : 36!/

w3 a0
wa 2y

P.C. 1962-T1
¥ xz._, | S e
1.0 1.8

107 o @b
16

a1 e

a.e
85
2.5‘ o

o

 ,,,, 3,23/
30
vf“;2§?§‘-:;

"&'9 .7

1¢3 ‘

13.31  }¥;; HJ

)
> XY

a2  ‘

Q‘Q‘ .
5- '

6&4 ’ ) 5.3

y o 377- .
- Noving remion . 923. S

352.8

22402

400

125,0 -
6996
1,125.9-,,. B

- -_./ PeCo = “tims poz'iod over which the muulity of receipts was composed.
«1/ CoVe = ‘coefficient of variat:wu of wnsdjusted export sainings for the time " /

pcried in question.

§/ lloauﬁp net dvawings imdicate that a omtry wonld hm received eamtiu
rior to 1966, repaywents of which during the period 196670 would have .stiu

bion for whiak it wounld have bean eligible in 1%6-10.

| y vmmﬁdn of ocompensation and Wt sover 'tho pcrietl 1968 ta 1971.
“g/ Caloulations of compensation and repayment cover %ﬁ period 1967 o 15T1.

. .
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40. In Table 4 iae relatiomships descrilsd sbove are explc.ed for a semple of S
African ocouniries for a mumber of years during the 19608.. Tie table shows the 75
- osntege of totel experts of eack of the 25 comntriss directod teward EZC, and the
soefficient of variation of each ocurtry's %otal export earmings and of export eara-
ings from trade with EEC. A hypothstical scefficient of variatica for total export
sarnings is then caloulated on the ssswaption that during the pexiocd in question ex~
port recelpis from the TEC wsre completely sweothed to theipr trend valws. 4= may Be
seen from the $able, in the case of 17 of the 25 countries exasimsd, 1/ smoothing
éxport receiptes from EEC would result either in an increass in the varisbility of
*otel export receipta (iz 7 of the 17 cemes) 2/, no ckenge im ths variability of -
total export reovipis, or e reduction in wwoh variability of 25 per cent or lese.
In the case of 4 oourtries 3/, on the oiber band, the smoothing of export receipts
Trom EEC results in s reduction in ths variability of total export seraings Ly one
half or move 4/, '

41. The considersiioms cmumersied above suggest that in comsidering altermative

- formmlations of referenmce periods in the comtext of = stabllization scheme with B,
attention ehould be fooussed wore on the ssoumts of compensatione and in partionlar
net cowpangsationm; gemersied by the verious altermatives than on the efficiency of

the various alternatives in dempening flwctwationz in earnings from EEC. The amofint
of net ocompsusations gemerated will be a fwmotion mot only of the techniques used

to define referemce periods, but almo of the provisions regarding repeyment.

42. Repayment of compensation should coomr when a country’s capacity o vepay hea
exseeded ocertain norms. The amswat of the repayment should be related io the '
segnitude of the inoreass in real purchasing power implied by the rise in exports
above the referemce value. Thus, repayment skould be proportiomal to tke change
in the retio of cxport prices to import | rdoes 5/. , ST

1/ Cemtral Africsu Republic, Chad, Dghomey, Ethiopis, Gabon, Gembis, Ivory Coast,
- Kenya, Liberia, NMawrifania, Niger, Somelie, Sudan, Tanzenis, Yogo, Uganda,
Upper Volta.

2/ Central Africen Republic, Chad, Dehomey, Ivory Coast, Liberis, Meoritania, Somslia.
3/ Cameroon, Nigeris, Senegal, Sierra Leone, - "

4/ These comolusions implicitly assume that any correlation between fluctuations ia -
- earnings from {he EEC and ihird markets that existed whem reosipts from REC arve
-mot smoothed would also exist when smoothing takes placs. ’

5/ The Commissicn has proposed that repaywest be equal to: (% - P5) gr.
The proposal mede here iz that repaMt be made egual to3 (€ - ﬁ )
| - o - | (% - %) an
where P§ and P¥ are respectively ‘the mtand referensce prices of exports,

¥ ana P are the surrent and reference priges of imports asd Gy 1s the referemes
mﬁty of exporte. a . R s .
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PABIR 4
Exporte to EEC ~ R A
&3 pexr cent of v Coefficieut of
4otel saports  Coeffistemt of wvaristion of
(averege of variation of  total eaports whem - =
B i96%-T1 or exports toz  exporis to BEC i
. Cowmtry = 1958-70) EEC  Herld ere smoothed (5) s (4)
)y (@ (3) (4) {5) (6)
CANEROON 72,0 - 16.1 9.5 47 49
' RRFUBLIC 61,1 13.1 %2 105 1l
CHABD . 70.4 19,0 T3 6.8 Cla48-
. coWe0 .. 6B.8 153 131 6.9 W53
) m ’ T 61'? 'Soﬁ 209 307 1.27
- ETHIOPIA 22.8 10.5 134 T3 «95
GABON . 55.8 5.9 88 8,0 9
MIA ' ’ .7906 6‘5 12'4 1}_&2. 09& ‘
GRANA _ o 49.9 8.1 e 1.2 o7l
Ivm ' GOIST ) 580 5 ) 160‘5‘ 3«‘ e : 13.2 : 1:65
m : B . 38@0 604 l“& 406 083 ‘
LIBERIA 58,9 13.5 6.4 10.4 1.62
MADAGASCAR 44.3 10.2 8.9 5.7 .64
- MAURITIUS 65.4 8.5 166 1.9 . o714
CNIGER 59.9 17.0 18,7 14.1 T3
FIGERIA £3.8 2547 28,7 13.9 48
SENEGAL , 66,8 83 & 3.5 -4
- SIEHRA LECEE 87.0 14.3 12.4 5.2 42
. SOMALIA 27¢3 3.6 3.3 3.5 1.06
SUnaF - 33,0 5.6 12,1 10.5 87
TANZANIA 3.4 6.0 367 3.7 1.00
0G0 - 87.% 103 108 9.0 «83 -
m K . 319'5 12:0 808 I 6&8 l??
UPPER VOLTA & 32.4 107 W91

Gont of the system

Africar participants does nmot give rise to direct fimamoial trensfers from EEC to
. the Afriean partioipants. Insofar as these meastres would be at the expense of
domestic producers im EEC, however, sows adjustment assistance to the affected
sectors might be in order, and womld bave badgetary implicatioms for the Commmuni~

ty. 7The magmitudes of such costs, howsver, are difficuli to evaluate g priori.

43. m,t mrt of fhc zchena rclaﬁag to better aomui to markets for axports from
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44. That part of the sywiesa relating o the stabilisssion of exyort recelipis gives ,
rise {0 fimanciel tramsfers from EiC o participsting Africas eveatrien. The megmi- = -
tudes of such tr-wmsfers would depand on *he Pubtare evoluti 1 of tvade. The exsvcing

reported abere mamstheless allowe s zTowe. ewsimstion of the mgeitedce t2at would

Bave been iwvolwed, had suck s mehems bosm ia cperation during the period 1966 -

1370. 4= may Be sesn im Table 3, the segeitudes of coupeneatery transfors apd ree ¢

Peymants vardes sccording t6 the melled wesd to celeulate referwicé pricss and quem—
Sities, whex the "moving average" techmique is used, drawings sotalled 3 378 million'Y,

and repaymenis $ 253 million; when the “mowing regression® teokmigne wao aged, drmw~
~ ings totalled § 922 milliom and repayments 224 willion dollare; whem the “tremd

g&m%m::" Seckmique wns employed, drewings totalled § 1,530 million and repaymsnta

millios..

45. Dariag the poriod examined, sversge import prices rose only margineily for most
of the couatries examined. Tho estimatenm of the tranafers reported abovs bave there~
fore .not ocaptured the effect of ipocrporating ralez on import prices iato the repay~
ment provisioms. Impori prices have risem more repidly sinee 1970, however, and the
xagnitude of net drawings in & scheme cperating in the 1970 wowld, other things
boing equel, accendingly be higher. . S _ v

Conditionality

45, Compensatory drawings showld bs made avallsble withont cosditions, it being |
undersiood that such funds would be utilized ap a maiter of fivei priority to fimsmce
aleumf.a in the developmsnt progrsmme sffected by the shortfall in export earmings.

 Safegweris

47. Safoguard megrures should be institated %o provent fortultous changes in the

volume of axporis directed to BEC, Theza msasures abould Le dosigned to preteot
ageinst any redizection of existing omiput desmigued to geterats compensation, but
should not hinde» an onderly growih of evports ito third merets. The Community
would be sdequet.ly proteoted agsinst "s. ewge" of the systes if, when compensation
is in order becawse of a reduction in queniiiies sxported to the Commmity, the
amount of the compensstion were diminished by the yatioc of the reduvotion of total
queantities axported %o the reduction of gaantitisa axported $o EES. Whan the ratie
is equel to or greater than ome, the cowmisy wonld recsive Full compansation, and
whern it is meroc or lems, the couniry would receive mo compsnsation.

48. The safeguaxd mechanism desoribed above sould fupotion omly so long as EEC
ocmmercial polieles toward imports frowm partiocipating Afriean cowadries remained
&t least ag favoursble as at the cmsst of the schems, and when demestic poliocy
massures affecting the competitiveress of competing domestic producticn sre no
more wnfavoursble than ot the onget of the schems. In the evert that policy
changes in either of these areas impings on the exports of pariieipating African
covntries, the safeguard mechenism would bBe declared null and erxporting countrics
would receive full compemsation for export shortfalle. : : :






