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"INTRODUCTICN

1. The first sesslon of UNCTAD wag w1dely thought to have lald down

a nﬁmber of 1mportant new pr1n01ples 0n the ba51s of whlch detalled _
measures for - a new 1nternat10nal economlc eystem could be worked out.
These measures would be deslgned to change the tradltlonal system of
internatlonal trade whloh held 80 many dlsadvantages for the developlng
oountries and to 1ncrease the flow of 1nternat10nal flnanclal aasletanoe
for the purpose of aoceleratlng the progress of these countrles.f The
perlod between the flrst and the Second 89351nns was suppnsed to have

been devoted to elaboratlng theee measures.

2. Before the Becond Session a series of consultative dlscuselons
were held both in UNCTAD as a whole and among varicus groups ef developed
and -developing ccuntries. In particular, in the Charter cf Algiers the

developing oountries attempted to identify a number of measures on which

- . :they .considered that the .preparatory work had yielded.sufficient results

for final decisions to be taken at the Second UNCTADcL(; The Algiers::
Ministerial Meeting.had been. preceded by regional mestings-of the. -
developing countries of AfricgzL;“Asia-and-LatinﬂAmerioa. inisters-
and Vice-Ministers of Foreign Trade of the .oountries - .members-of-the.-.
Council for Mutual .Economic Assistanoce met -in November 1967 in .connexien
with the preparations for the Conference, while a Ministerial Meeting

_ of the Organlzatlon for Economlc Co—operatlon and Development took

: place 1n December 1967

3._..The.§econd Bession. was meeting in ciroumstances rather different
from. those of the first seassion. - At the time of the first conference

the economies of the major industrial oentres were booming; and experts

of primary nommodities appeared in general to -be inoreasing at satisfactor
rateg.. At the: time of the Second Conference the  inteérnatinnal economio
olimgxg}hadrchahgedwn'Balanoe;of payments diffieculties, and a growing
sh@rﬁage of: reserves of major world currenoies, had oreated problems for
-the world monetary system; while: the.rate of growth of the exports .ofi

the developing countries had slackened. - - - - I T PR

1/ TD/38 and add.1

g/ Thirty-one African countries met in Algiers from 7 to 15 Qoteber 1967
and adopted the African Declaration of Algiers (E/GN.14/UNCTAD 11/
PM.2/Rev.2.
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4. In the.event there were very few subjects oﬁ which the second
Seséion of UNCTAD agreed upon specific measures té be implemented by
the internatidnal enommunity. Tﬁé result has been that the ssoond
UNCTAD has been widely adjudged a failure. This position however, is

not an adsquate response to the post-UNCTAD situation. In the first
- placs, the session itself could only have ratified specific decisions

if these had already been worked out and agreed in detail in advance

of the Conference. In the absence of such specific proposals thé
Conference could only elicit declarations of intent, and possibly soﬁe
firm commitments to act within given periods after the Cenference, on
‘most subjects. Secondly, the Conference did recognize in many fields

the general shape of the solutions that were required, and requested

the continuing machinery of UNCTAD to produce dstailed proposals.
Therefore, the questinn that arises in each case is whether the principles
for future action that weére adopted are sufficient to ensure that

proposed solutions based on them can be readily wnrked ruts; what will

be the occasions on which these solutimns will be elaborated; how °
effactively African onuntries can participate in order to ensure that
their interescts are catersed for; and what steps are required to ensure

that the proposed measures will be implemented.

5. ‘This paper presents in broad lines é numbér.of the leading Bubjéqts

nf interest to African countries, briefly sets out seme of the oircumstarser
which will govern the prncess of working out solutions to them, and
Proposes various steps that African countries might take t» seours

the desired solutions. In the coming months particular attention will

- have to be paid by African countries to the working of the rather

complex system of UNCTAD institutions. Given the relative degrees of
internal organi%ation of the different groups of governments which

will participate in these deliberations it could quite easily happen
that the interests of African coruntries are not reflected sufficiently

in the snlutions that are praposed.
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—Gyw—emBinis phase of the work of UNCTAD has also suggested the need for
g change in the mods of ‘operation of “the UNCTAD madhinery, with greater
emphadis on consultations and’the élassical tvpe of silent diplomedy.
The African region is on the ‘whole less well placed Yo participdte in,
and benefit from, this method of work than other regions, 'Part}j: for -
the.abovg;rﬁasong,-it_ﬁould,ba,inpqrreqﬁ'tq‘adopt attitudes which would
diminish-@hﬁ,impacp=oﬁ the third -UNGTAD when it -is held.  For it is
in the cgontext of public internationalAdisqussion'aftthese_issqes that
African countries could hope 0 .obtain..the greatest response to their-
interests -and the‘nee@§_offtheip-developmant.‘-

7o Tt ig '6lear that ‘ffom the point of view of the African countries °*

tHe 'gooond UNCTAD did not diféot ‘its werk 16 the different subjeots’

sufficiéntly "in 'propoértion “to-their materidl ‘interests.  The ‘most A
striki¥ig examiple Was the &xXtrémé céneentration on the proposed system’™
of geniéril preferencés as against the rather superficidl treatment of "
the problems of primary commodities which are of g far gréater impéitaroce.
In the field of aid there is a distinct possibility that progress on the
measures to make it possible for African countries to absord external

~~P{HEMSing may not be as rapid as progress on other aspects. And already
gome subjeots, such as the problema of the least developed and the land-
locked countries, which are of special interest in Africa are dropping teo

a luw position on the agenda for international action.

8. There is a widespread impression that international sclidarity,

and the movement of opinion in favour of concerted action designed to
accelerate the progress of the developing cuuntries, suffered a sethack
Aat.thg g.econd UNCTAD. It is necessary to appreciate that the firet UNCTAD
was oalled to consider measures in the field of trade and aid which would
help in implementing the targets of an international programme of
development that had already been accepted in the first UN Development
Decade. The Second UNCTAD did not succeed in gaining acoeptance far
meagures that could have Yeen implemented in order to ensure that the
fiﬁAi'years of the first Development Decade Were more suocessful

than the earlier ones. At the same time, since the targets for the

A A T A b
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second Development Decade had not been sufficiently defined and assepted
by the time of the second session, the measures in the field of trade
and aid which were requirei for their realization could not be clearly

identified and discussed.

S. Within the United Nations system, however, many 0pportunifies are
8till planned for the world community to continue with the e¢laberation
of the targets, strategies and policies of the SBecond UN Development ’
Decade. In participating in these deliberations African oountries ocan

ocall on a certain number of principles that were agreed on at the first

and second UNCTAD, and can further pursue their efforts o gain acoeptance

for others that were not accepted, If a programme of action is oarefully

worked out and followed by the African countries, in onllaboration with

other developing regions, then international economic solidarity eeuld

emerge in the coming months even stronger than it was thought t» he

after the first UNCTAD, |
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CHAPTER I L - -

" GOMMODITY PROBLEMS aND POLICIES

10.' Africa's extreme dependence on trade in a narrow range of primary
commodities is clearly reflected in the proposals put forward in the
African Declaration of Algiers, the principal points of which were

subsegquently incorpoiated in the Algiers Charter.

'“ 41, Over the last two decades commodity problems have been discussed
' wideiy and continuously in an international framework. These discussions

entered a new phase with the first session of the United Nations
Conference on Trade and Development in 5964. The first Conference
emphasized in particular thaf the export problems of developing
pountries reQuired'comprehensive an& integrated action through

"éommodity agreéments and parallel effofts to reduce harriers to trade
) 'iﬁ'ﬁrimary products, as well as fiﬁancial-arrangements to deal with

instability and ﬁncertainty in their export earnings.

12. in view of the disappointing resulfs of specific commodity
consultations after UNCTAD I, African countries continued to press in

the period between that Conference and UNCTAD IT for agreements which
would emﬁr&ce wider considerations than short-term stabilization measures.
At the Second Session some of their views were accepted by the Conference,
whioh recoumerded a timetable and procedures for action on a number

of commodities included in the African Declaration of Algiers as well

" ‘ag the Algiers Charter,

13. In resolution 16(II) the Conference adopted a programme of
international action on a number of individual commoditiess resolution
. 17(1I1) calls for further efforts to formulate a general agreement on
commodity arrangements; while resolution 18(11) calls for. the co-
ordination by UNCTAD of -the activities of inter—governmental eommodity
bodies. In resolution 19(II) the Conferencé fﬁrther.reQUested the

IMF and the IBRD to transmit a study of commodity price stabiligzation

1/ 1In particular Annexes A.II.1 and A.IV.18
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1o UNCTAD.l/ And in resolution 20(II) the Secretary~General of UNCTAD
was asked to submit to the next session of the Committee on Commodities

an outline of a study on the possibilivy of defining the elements of a

. minimum agricultural income, K for wage—earners and other producers .of

primary ocommodities in developing countries.

14, The Conference failed to register any general advance towards
a comprehensive international polioy for dealing with the well-known

weaknesses of the primary commodity markets. It was unable to reach

. agreement on pricing policy or on a general policy for ihe liberalization

of commedity trade. although there was agreement that buffer stocks should
be one of the techniques for market stabilization and thait the regular
financing of such stocks should not impose an excessive burden on

developing countries, the Conference also failed to. agres on the principle

. _of market 1ntervent10n by buffer stocks or on sources for their pre—

flnanoing. There was no agreement on how to deal with the effects of
Bynthetics on the world market for natural produots on any poss1b1lity
of restrioting or. regulatlng in any way the produotlon of synthetiocs

and substitutes which oompeta dirveotly with natural produots; on measures
t6 improve the access to markets for naturalhprodustsufaclng oompetltinn

" from synthetlos and substltutes, or on the financing nf researoh to
'impruve the competitiveness of natural products. It aleo proved

J

215._ The Commlttee on Commodltles at its third se531on 1n Ootober/November

1968 dlscussed a number of the proposals on WhICh the Confereuoe had noct
reached agreement, and adopted reoommendatlons on buffer stocks and

diversification for transmission to the Trade and Development Board,

Py Committee deferrad oon31derat10n of other outstandlng proposala.

1/ «sThe first part of the study was submitted to the annual meetings
~of the IMF and the IBRD and the third sesaion of the UNCTAD
Commlt%ee on Commodities.
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16, “The agreed recommendation concerning buffer stocks recognizes

: that buffer stocks may have to intervene in the markets, but specifies
that each oomﬁodity'agreeﬁent or arrangement should define the conditions
‘under which intervention should take place., The principle of pre—
financing by international financing organizations was als¢ recognized.
The agreed text or the subject of diversification contains the seven
paragraphs already accepted in New Delhi and three new paragraphs on

modifications of production policies and improved access to markets,

17. The following paragraphs deal more in detail with some-of the
decisions referred to ‘above, and also bring up to date thé action taken

since the Conference in respesct of specific commodities.

18. Resolution 16(II) on international actioﬁ_on commodiriee appeared

to hold oot the hope of more marketihg arrangements than eeGEed probable

or possible before tee Conference. For some commedities such as coooa,
sugar and edible oile‘and fats the aotion propoeed was due to‘be

undertaken in any case as a result of prior agreementelin other forums.

" The second Conference did, however, recommend action on a number of
oommodltlee which were not covered by previous international arrangenantS"/

"and some of which are of great importance to Africa,

19. _The deve%oplng_oountries failed to get endorsement from the
1nternafioﬁal oommunity as a whole for a proposel that'prodﬁeing
oountrlee should coneult and co-operate among themselves in order to
oo-ordlnate effectively their policies in the commodlty fleld. But this
lack of support from developed countrles should obv1ously not inhibit
African countrles from oontlnulng thelr efforts %o concert thelr
lmarketlng pOllCleS wWith other produ01ng countries as they already do

in the Afrlcan Groundnut Council and the Cocoa Produoere' Alllanoe.

20, The United Nations Sugar Conference, which had adjourned in
 October 1965, was reconvened by the Secretary-CGeneral of UNCTAD on

17 April 1968 after a series of consultations with governments in 1967.

l/ Tea, wine, iron ore, tobacco, manganese ore, mica, pepper,
shellac and phosphates.
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_ Resolution 16{II) invited all concerned to take the necessary measures

. %0 -ensure the success of the Sugar Conference in order that an inter—
national agreement could be brought into operatlon by 1 January 1969.

_The discussions, Which were interrupted .in June 1968, ‘Were resumed on

.23 September 1968. In. the 1nterval further consultations had taken place.
The Conference gonocluded its work on 24 Ootober 1968 by adoptlng an

.. International Sugar Agreement, which is ¢open for signature at United

Nations Headquarters until 24 December 1968,

21. The agreement deals with supplies to the "free" or "residual" market.

. Preferential arrangements ‘between oertein countries, whioh govern the

tulk of internatlonal trade in eugar, do not oome w1th1n the scope of the

proposed market oontrol mechanism. It provides for the defence of a

h prloe range in thls reeldual market by means of a eystem of export quotas.
‘Partloular attentlon is given to "the needs of small developlng countries

} whoee export earnlnge are heav1ly dependent upon the export of mugar.

H The agreement doee not prov1de for a buffer stock.

22. Reeolut10n_16(II) recommended that the Unlted Nations ggggg Conferencs
_ ehould;be reconvened immediestely after UNCTAD II, preceded by consultations
if necessary. At the Cocoa Conference held at the end of 1967, the
text of almost all the articles of a draft intermational cocoa agreement
'had been approved. However, some issuss could not be reeolved by the
‘ 1967 Conferenoe, including the action to be taken if the indicator price
‘remained below the floor level in spite of earlier cuts in quotae, and

the tredtment of freight and related ohargee on cocoa bought by the buffer
etock. Fourteen importing and exportlng oountrlee therefore met in L
June 1968, Other important issues disoussed included the question of
potentlal competltlon to ooooa—prooesexng industries in the importlng “
countries from processing industries in exporting cOuntrlee and obstacles
40 trade. Further discussions are envisaged. The Group of Fourteen
' reached agreement on almost all the major elements of: the “package deal"
_ whish had not been resolved by the 1967 Conferenoce.
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23, In 1967 the total value of exports of cocoa heansﬂand cocoa
products from producing countries increased by more than 20_per:oqn£"
lﬁue primarily teo a continuing shortfall in world produotion'compéreé
with consumption. The trend in world consumption of cocoa'ia upvard
over the longer run. An international agreement conocluded now and
containing effective pro#isions for regulafing the market could prevent
8 relapse of prices such as could occur oncé the period of small

crops is over.

24, Foilowing recommendations in resolution 16(IL) the fourth session

of the Study Group on Qilseeds, Oils and Fats, which met while this

note was under preparation, was called to consider the questicn of a
constitution and terms of reference for a possible inter—governmental

consultative committee on oilseeds, oils and fats.

25+ - The value of world exports of fats and oils fell by nearly

8ix per cent in 1967 compared with the previous yYear, The reduction

in the export earnings of the developing countries was particularly

sharp (14 per cent) since the volume of their exports of fats and olle
aotually fell. The volume of exports from Africa decreased by margins
_ranging f:om 42 per cent in the case of palm oil to 27 and 9 per cent
_ _in the case of palm kernels and oils and groundnuts and oils respectively,
vwhile the falls in the pfices of the same products were contained
between a,ﬁorld average of a 5,3 per cent réduction in the export upit

value of palm kernel oil and 2.9 per éent for groundnuts.

26. The Permanent Group on Synthetics and Substitutes was charged by
- the. Conference with the task of hastening the implementation of the |
measures recommended by the UNCTAD Exploratory Meeting on Rubber in:
December 1967; reviewing rrogress, asocertaining effectiveness of
measures, formulating appropriate new measures and generally keeping
& watch on the natural and synthetioc rubber situation. A4t its Second
s§§siop'in October 1968 it adopted a r900mmendation on marketing,
prpduot;pn and supply and intermedizte financial and technieal

assistanoe,
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27. In 1967 a rlse in the volume of natural rubber exporte from developing
eouﬁtries was again more then couqter—balancea by | the fall in prlces, and
the vaiue of these etporte declzned by 13 psr cent. The volume of exports
from the two main Afrloan exporters, Liberia and Nigeria, declined by

about 10 per cent while the value fell by 24 per oent. The potential
produotlon oapacluy for natural rubber does not respond quickly to changes
in prioce, while the surplus capacity in the case of synthetic rubber oould
be considerably in excoss of normal  reseive requiraments: It woul& |
therefore appear that the downward pressurc on prices, which has_exiéted

since 1961, will contirue:

28, The Conference reoueeted the ‘Secretz "y;Geneial of UNCTAD{‘in
ovwnsultation with the szoctorbGeneral of TAO =rd the governments
sonocernad, to evaluate the cperation of the informal understandings on
indicative price raonges end expo-t quotas for hard fibres within the
Consultative Sub—committee of the S{udy CGroup on Hard Fibres. The
recommendation was examined by the Sub-Ziommit*ee at its meeiing in
June 1968, which considsred that it was then too early to evaluate the

jriformal arraascmante.

29. 4s a result =7 the high prices and heavy plantings in 1963/64 there

has since been a tendency for production to outrun the growth of oonaumption;
ae_thgt the price of sisal has shown a marked deollne. Total expoxrt
earhings from sisal have fallen by 35 per cent in the last twe years.

The volure cf xportu of vigal from Africa was about 11 per ceni lcwer

in 1967 than in 1966, while *he world averags export unit value fell by

19 per cent. In spite of a elight increase of about one per cent in ‘the
volume of exports from Africals mcin produocer, Tanzania, whoee expnrts

of sisal account for one-third cf its export earnln,e; the value was

LY by 15 per cent.

30; Further Lnter-gevcrnheﬁuul OOnsultatJOﬁm ha%e_taken place in
respect of other commodltles which the Conforencs rooommanded for prompt
consideration in order to identify the protlems faced by each commedity
and to agree upon appropricie meusures and “ochnigques as a basis for

aotion to remedy thom.
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31,  The International Cotton Advisory Committee at ite Session in-
June 1968 took note of resoclution 16(II). = The problems of cotton
were-also considersd at the second session of the Permanent Group on
Syrthetics and Substitutes. The welume of exports frrm develnping
countries declined by 2 per cent from 1966 . to 1967, but because af a
~rise in prices their earnings from these expertis rosé. by 10 per cent
compared to an average rise of under 1. per cent per year since 1355«57,
‘Unless there are further deficits in production it seems unlikely .that
.the rise in prices which underlay the high rate of grcwth in 196? will
ﬁﬁe maintained, Competition from synthetic fibres willrin‘any case set
& ceiling to cotton prices. The share of cotton in "world consumption
:of textlles fell from 66 per cent in 1957 to 54 per cent in 1967, while
world consumptlon of man—made fibres 1ncreased from 28.per cent to

42 per cent over the same period. There was nn change in the quantity

of cotton exported by Afrloan countries between 1966 and 1967.

t 32. Resulutlon 16(11) was also consldered at the ad hoo Consultatlon
.Hon Wine which took place in Jyne 1968. It was d901ded tn recommend

to the Cnmmlttee on Cnmmodity Preblems of the FAQ the. establlshment of

a gtudy Broup on Wine and Vine Froduote, erld trade in wine declined
J{Eﬁér§f§?1n 1967, mainly due to a fall of 45"ﬁermuent iﬁximperte iﬁto the
"0ECD countries frem all developing countries, 1nclud1ng a reduotlon of
“'more than 50 per cent in their 1mports from Algeris, Uhdarlylng ‘this
‘deoline was a halving in French imports fromzéhePlefels of 1965 and
1966. " French import requirements are 1ikely to be permaﬁehtlj reduced.
Thé 'hew commen policy for wine at present“undér'diSGuesion in the EEC

. @dds - to the concern of the wine exporting developing countries, whioh

v .vrare mainly in North Africa.

33, A third ad hoc Consultatlon on’ Tea is eoheduled for January 1969,
while the next session of the Study Group on Bananae ig due to be held
in early 1969 and that of the Study Group on Citrus Fruit in late 1968
or early 1969. Resclution 16(II) was included on the agenda of the

Woarking Group of the UNCTAD Cemmittee on Tungsten in September 1968.

These are all commcdities of importance to cne or mere African countries.
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34, East african exporters have more than doubled their production

of tea in recent years and are now playing a large role in the tea

trade. Over the last ten years the annual value of world tea exportis

harély changed, though the quantity exported increased by about one-fifth. .
Thé'gaiﬁs of new exporters, an important number of which are African, —

have been obtained entirely by adding to ihe volume of world exports,

“which offset the decline in unit values for most of the period, and

thereby taking a share of a stagnant total of foreign eiohénge receipts.

35, The volume of African exports of bananas declined by 7 pér ceﬁt and
8 per cent in 1966 and 1967 respectively. The export performance in 1967
was mainly due to a continued fall in tha productibn in-Cameroon and the
adverse effects on exports from Somalia and Madagascar of the closure of

the Suez Canal.

36, World trade in fresh citrus fruit rose by about 6 per cent in

1966/67. Developing and developed countries shared this inorease equally.
But the value of imports into OECD countries from the three main African
producers, Morocco, Algerie and Tunisia, declined by about 6 per cent due

to a fall of 26 per cent in exports from Algeria,

37. The price of tungsten concentrates in 1967 was 20 per cent higher

in sterling terms and 18 per cent higher in dollar terms than the average

price in 1966, which was, in turn, 43 per cent above the 1965 average.

In the first half of 1968 a severe short—term slump in prices interrupted ?
this trend. The Democratic Republic of the Congo and Rwanda are the

most important ifrican producers of tungsten ores and concentrates,

38, No action has been taken on the other commodities which the Conference

considered required prompt consideration, namely pepper, tobacco, shellac,

iron ore, manganese ore, mica and vhosphates. African countries are

producers and exporters of all these commodities except shellac.
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.. 39....The most important African exporter of pepper is Madagascar, the

| volume of whose exports fell by 27 per cent from 1955 t0.1966. IDue to
.an.ingfease‘in unit value the decline in the value .of ¢xports was only

f5 per.cent;_ Par@iallreﬁurne for 1967 indicate that the volume of

.. exports increaeed,‘butiprohably not -enough to offset a fall inm urit values.

: 40,  ‘The most impertant African exporter of'tobacee-is'Soufherh;Rhodeaia.
Its sales are not known, but an indication is glven by the 1ncrease in
the sales of the other main exporters of flue-cured tobaceo, though
some of these are known to be a cover for Rhode31an exporte. The
sanctions against Southern Fhodesia have, however, GOlHClded'Wlth a
deollne in tobaeco.productlon in Zambia and stagnation in Malawi, two
~other African- producers of- flue-cured. tobacco, so that the’ reglon 8
.reoorded exporte have fallen, '

41, World consumption of ircn ore inoreased By 4 per'oent‘in'1957,

‘following ‘& slow-down in 1956. ‘Between 1960—62 and. 1965—67 the |

‘éstimated ‘iron ore content of ore exports from developlng countrles

" "increaged on the average by nearly 11 per cent annually. The tWO main

“Afriocan- exporters, Liberia and Maurltanla, have reoorded partlcularly
‘marked rates of increase in the volume of thelr exporbeyl/' rr‘he most

" immediate concern is the erosloﬁ of prlces. The unlt value of exports
from develcping countries decllnedlat an average rate of 2 per cent
per year between 1960~62 and 1965--67. The unit valiies of ‘ore exporte
from Liberia feil by 12.3 ver cent annually during this peribi,”ﬁhile
. those of Mauritania increased by 5 per cent in 1965 and decreased by

- per cent in 1966 and 1967 respectively.-

", 42.' Since the end of the’ 1950'e, +he value of exports of manganese ore

T from developlng countries has on the whele stagnated and in many cases

' aetually déclined.  The value of exports from the main African producere,
Vl'Gabon, ‘Ghana, the Democratlc Republlc nf the Gongo and‘ﬁorocee,ldm@ﬁined
by 8 per cent from 1966 to 1967, partly due to a 4 per cent fall in
unit values. The Chlef factor in thls 31tuat10n appears to be the

existence 6f excéss mine capaclty, . o

1/ Mauritania commenced exports cnly in 1963.




E/CN.14/437
Page 14

43. Deposits of mica are widespread throughout the world, but only
few countries possess the two main requirenments for an important
mining industry, namely deposits of the right quality and a skilled,
low-cost labour force. The only important African Produscer is
Madagascar, but exports of mica constitute only about 1 per cent of
its total export earnings. In recent years consumption has not risen
at the same rate as the production of goods in which it has been
traditionally utilized. It is believed that the main reason for this
development is a shift in the rattern of electronics output towards

products that use relatively less (or no) mioa.

44. The quantity of world exports of phosphate rock increased by an
average rate of 7.7 per year in the decade 1955~57 to 1965-67. The
increase in 1967 was 4 per cent. Developing countries still supply the
bulk of imports into the OECD countries, but as a group they have been
" loeing ground as suppliers both to the United States and to the USSR.
Imports from Senegal and Togo héve been rising exceptionally rapidly,
Wwhile those from ths two leadlng deve10p1ng country suppliers, Morocco
and Tunisia, have grown more slowly than total imports from all developing
oountries. The main problem faced by certain developing exporters of
phosphate rock, principallj Morocco, Tunisia and the U4AR, appears to be
one of competition, in particular from the USa and the USSH.

45. One commodity listed by the African Declaration of Algiers as
causing great concern, namely copper, was not included among the
commodities listed in resolution 16(II) as requiring prompt consideration.
Developing countries! export receipts from copper were again high in
1967, though some 3 per cent below the record earnings of 1966. Exports
from Zambia inoreased by 3 per cent in volumo, but their value dropped
by 6 per cent, The value of exports from the Democratic Republic of
Congo fell by 8 per cent. Thls could be another of these cases where
“the urge to pursue international arrangements for stabiligation ig lost
by developing country producers until the boom period iz over when,

of course, the. importing countries have no interest in an international

agreemant,
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- wndbe_ The. summary review above shows that although the dialogue started
in New Delhi has not been interrupted, and inter—governmental
consultations have taken up the thread, the gap in existing internatienal

commt:dity policy is far from closed.

47. UNCTAD I had sketched the outline of a new doctrine with respect
t¢ commodities. The short—term aim wams to be the adjustment of market
forces and the longer—term aim was the rationalization of the market *
itself. The rejection at UNCTAD II by the developed countries nf -
proposals relating to buffer stocks, synthetics, diversification,
pricing policy and access to markets may mean that for a long time to
come the international trading community will have to rely on piece~
‘meal attempts to deal with commedity preoblems rather than an integrated
"policy. The developing countries' proposals on these subjeots, if

" accepted, would have constituted the elements for a general set of

guidelines in the field of commodity policy.

48, Although a solution of commodity problems cannot in itaslf
constitute an international development policy, it is a key elemant

in any global development strategy. The present discussion about

: partiéﬁiaf arrangements and technigues for dealing with commodityncd .
probleéms should not obscure the overall need for a recrganizatien «f the
pystem of international commodity marketing. African countries should

therefors continue to seeck a more general acceptance of tiis prineiple.
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CHAPTER I

TRADE IN MANUFACTURES AND SEMI-MANUFACTURES

49. Afrlcan countries requested in uhe aAfrican Declaration of Algiere
that (e) the tariff reductions accorded during the Kennedy Round should
L 1) applled in thelr enuirety to all developing eountrlee, without
reclprocity, (b) as a follow—up of the Kennedy Round new ‘hegotiations
should take place on the ocea81on of UNCTAD II with a v1ew to redu01ng
or ellmlnating the remalnlng tariff and nonwtarlff obstaoles affeoting
the experts of developing countries; (c) the dcveloped countries ahould
;1net1tute at UNCTAD II a generalﬂzed syetem of tariff preferences, on a
.non—dlscrlmlnatory basis and wzthout reciprooity, whioh should apply o
all manufaoturee and semi-manufaciures exported by the develnplng
oountriee.

‘50, The only apecific result in this fleld, resolution 21(II) on
preferential or duty-£free entry of exporte nf manufactures and somi—r
manufaotures of deve1op1ng eountrlee to the develnpad eountries, was
agreed after one of the mcstd a“dunue and prolenged sets of negotlatlﬂne
of the Conference. It oommlte, in prlnvlule, the developed eountrles
88 & group for the first tlme in their hletrry te give speoial
oonsideratlon in thelr meort pollcles to manufaetured aud semi-

manufaotured products from the developing world.

51. The unanimous aocceptance by the developed ocuntries of the
desirability of a general, non—disoriminatory and rnon-resiprooal system
of preferences in favour of developing countries is nf onnsiderable
conceptual importance. Fouxr years ago, at the first cenferense, this
request of the developing ocountriss was not accepted. For some countries,
and in particular the United States, it means a fundamental change in

their traditional trade polioy.
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52. This ‘major advance in intePnational trada pollcy was flnally
worked out within the OECD in’ ‘response to the extenslve oonsultatlons i
that had taken place since the first UNCTAD. It was the most 1mportant
contribution which the developed western countries brought to the"
#goond UNCTAD. Its outlines had been known at the time of the Algiefs
Conference. For the Second Sessicn itself developing oounfries‘éime&
to have certain shortcomings of.ths OECD proposals {as seen from their
point of wview) corrected and also  to secure a firm agreement on the

‘modalities znd time table for the implementation vf the sohémé, '

53. - The progress made in these directlons at the Second 39381nn was
extfemely limited, The Conference did nou reach any agreements in
relation ‘to .the main features of the system. The resolutlon whloh -

was passed -does not provide the neoessary guldanoe for the negotlations
that will have to start. Tt fails to spell out what prcducts and Which
countries shall beneflt, what safeguards shall be built 1nto the system,
and other important points of'any trade agreement. Moreover, there 15

no firm commltment for tha’ effectlve entry 1nto operatlon of the system.

54. The resolutlon establlshed a Speolal Committes on Preferenoes a8 a
subsldlary organ of the Trade and Development Beard. t¢ undertake further
oonsultatlons. The alm is to settle the. detalls of. the arrangements -

in the oourse of 1969, with the. expressed "hope by many countries" that
the system should enter 1nto effect in early 1970. This ;Special .Committes

) was 1n sesslon when thls report was prepared.‘

55. The main. elements«whlch will determine theé economic benefits of &
general system of :preferences - developing countries are: its product
ooveragej the.ab initio exceptions and the extent of thé'pfeferéntiél
duty reductiens; safeguards and adjustment measures; rules cf 6rigin§
the duration of the scheme;. special measures within the system for thé'”
least developed among the developing countries; the treatment of o
existing preferences; reverse preferences and other elements cf '
reciprocity; the extent of participation by donor countries and
beneficiary countries; curresponding action by the socialist countries
of Bastern Burope; and the institutional arrangements for negotiating
and managing the scheme.
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56. Three points are of particular importance for African conntries
at this stage: tﬁa question of the reverse preferences which some of
them accord to developed ccuntries in return for the existing
preferences granted to their exports, the merging of these existing
preferences with the general system, and the product coverage of the

proposed general system,

57« The United States appeais to have made its acceptance ¢f the

general system conditional upon the establishment of a timetable for

the abolition of the reverse preferences. The African countries ccnoerned
could hardly be expected to withdraw unilaterally tariff ccncessions

from those industrialized countries to whom they have already extended

such oconcessions and to whom they have now contractual'obligétions.

The Yaoundé Convention was negotiated long after the principle of non-
reciprocity had been accepted by the developed ocountries, in UNCTAD

and under Part IV of the General Agreement on Tariffs and Trade. But

the African countries were still asked for, and were constrained to

grant, reverse preferences in return for preferential entry of their

exports into the European Common Market - in the case of the eightesn

African countries associated under the Yaoundé Convention, alsc for

a certain fixed volume of financial assistanoce. The negbtiations that

have since itaken place with Nigeria, the members of the FEast African
Community and Moroconr and Tunisia have also been based on their prior
acoeptance of the demand by the EEC ocountries for reciprooity. Obviously,

the Afriocan countries concerned would have preferred to obtain liberal ’
access 0 the EEC market on a basis of noﬁ—recipreoity. But it is
equally obvious that this is a field in which the initiative telongs
outside the region. Those developed countiries who now enjoy reverse
preferences and those, like the US, who demand equal treatment should
between them work sut and propose a conorete solution which would enable
all developed countries to extend preferences tc all developing

countries on an equitable basis as between donor countries.
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- 58, - The second important issue.for Africa in the search for a means

of applying preferences is how to merge the new, general.system with
already existing, limited schemes, The pr1n01pal beneflt under the
existlng schemes is the p0981b111ty whlch they fpen up for the
partlclpatlng Afrlcan countries to develop thelr exporte of manufaotures
and seml—manufactures witheut tarlff dlsadvantages a8 compared to
Europsan suppllers and under more favourable oond1t1hns, and therefore
presumably faster, than nonupartlolpatlng developlng countrlee. However,
the value of the_advantagee engnyed hy these African ocouniries may

easily be overuestimated. The main cempetitors far the prospsctive new
industrles in Afrlean ocountries are domestic prodquoers in the participating
developed countries, and they are of course not affeoted by the sxistence.
of a preferentlal tariff advantage granted te Afriean countries vis-a-vis
cther developlng countries. Moreaver, African oountrlea_w;ll have to
weigh the compensatory advantages that will he effered by the¢ nevw system
in place of the exolusive rrefersnces now enJoyed by them in EdroPe -
sach as preferentlal aocess to the markets nf Nbrth Amerlea, Japnn and
other developed countries in whioh they at present dn not enJoy ‘special
privileges. African oourntries asseciated with the Euiopean‘EoLnomio
Cromunity have agreed that . general %afiff reduction by the EEC countries
in favour of other developing sountries weuld be acoeptable to them if
"at least’ equlvalent advantages could ha previded for the loss of this

‘one eiement of preferentlal advantage.

59. The problem of product coverage wWas disc‘ueeedza‘b great iongth by the
Seocund UNCTAD. The develeoping countries requested that preferential
treatment ahouid be accorded to all mapufactures_and_eemdfmanufaoturee,
including.proeessedjand semi-prooessed agricultural and,primarymproducte,
with & bare minimum of exceéptions which would be;deie#mined on a oage—by—
caae basis. The"developed'eountries were - wiliing‘to include all
_manufactures and seml—manufacturee on the basle of Chaptere 25-99 of

the Brussels Tariff Nomenclature w1th a minimum. ~f exceptions.
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7+ Processed producsts in Chapters 1-24- they offared t6 consider on’a

cage—-by—case basia,-

60, Even if‘%he‘éjsteh were to emoraoe all imporianf prooesse& and
semi—prooeseed agrlcultural 1tems, 'its benefit to most Afriocan countries
.uhuld at the 1n1t1el Btagee be rather llmited. Without the inolusion
'of these iteme, the contribution ‘made to the prOSperlty of Afr1oa by
the generallzed eyetem ‘of preferences would be quite ineignmficantq
African eoonomles are primarily agrloultural, what is more, Afr1can Qountries
are belng ‘advised to pay moTe attentlon to agriuulture and to ‘base their
nascent 1ndustria115at10n on it. A decision not to include aérioultural
prooeeaed products in the general syetem of preferenoee will therefore
amount to exoludlng the only manufaotured produote whick most of the
" African countrlee have "t0 sell now and are llkely to have for a number
of years to come. S '

- X T : -

L61, The Conference aleo deolded, in resolution 25(11), to carry out

¥ stuuy on reetrlotlve business practices adopted by private. enterprisee

A of“deveIOpeg countries, with special reference to the effects of suoch
»praotioes cn the,export.intereeys of . the developing countries, especially
‘r the relatively leaet.developed._ An outline of the study-wae presented

to the third session of the Committee on Manufactures in October 1968,
which could not reaoh any conoluelons.' The dlfferent views of member
governments will be taken into aocount by the Trade and Development

Board which is to determine the scope and nature of the proposed atudy.

-

1/ ' 'The countries members of the OECDhave informed the Speoial

.. .Committee that. agreement has been reached among them that eaoh .
prospective preference-giving country will table by 1 March 1969
two liste of products; one with products falling within Chapters
. 25-99 of -the Brissels Tariff Nomenolature on which it is net

_ prepared to grant any preference, and one with products falling

" within ‘the first 24 Chapters on whioh 1t is prepared t0 grant
.preferences. - '
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62. Two draft resolutions submitted by the developing countries on
liberalization and expansion of trade in mdnufactures and gsemi-
manufactures of interest to the-developing_countries and on a programnme
for export development for expansion and diversification of eipnrts
from developing countries were not accepted by the developed countries

and were transmitted to the Trade and Development Board for oonsideration.

63, The first of thess resclutions-proposed the setting ﬁp,cf an inter-
governmental group on norn—tariff barriers, in view ¢f the fact that

GATT had not been able to deal in depth with certain types of oases for
a number of years. The third session of the Committee on Manufactures
requested the UNCTAD Seerstariat to carry out a number of studies to

assist it in considering the guesticn further at its next regular session.

64. One basic point in the second resolution was a proposal that UNCTAD
ghould become a participating agency in the UNDP. This point was

resolvad hy the Trade and Development Beard at its seventh session.

65. The differences in degree of development between developing countries
are both greater and mers significant in the trade of manufactures and
semi-manufactures than in the trade of primary commcdities. The socale

ef industrial development in most African countries is suokh as to put

them at a disadvantage vis-a-vis other more advarced developing countries
in partiocipating in a system of preferenoes. Some ecuntries in Africa -
and scme of the weaker developing'countries in other regions as well —
could actualiy lose in any oompétition'with those developing oéuntries
whieh already have some manufaoturing!industéiés and are thus in a'position
%6 make prompt use of a genéral system of preferences or éaﬁier access

to the markets nf the developed countries. At the very least the system
should ocontain some recognitidﬁ of the faof that Africen countries will

on the average take a longer itime tv henefit from it.

66. Ir the ongoing negotiations and deliberations about the generalized
system of preferences African countries have to evolve a conosrted
position taking into account all the above factors. The main elements

of such a position would seem to he:
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(e)__It would on the whole be better to have a generalized system
of preference applled by all developed oountries in faveur

of all deve10p1ng countrles than not have it}

(b) That if in the process of instituting a non—reoiprocal system
African countries were able te rid themselves of the preeent
burden. of granting reverse preferences this would te a elear-
gain to both their own prospects for industrialization and to

~ the prospeote for inter—African co-operation;

(¢} That to be meaningful to Afriean development the new eystem
should be more closely related to the present and 1mmedlately
~ foresesable production capaoity of African oountrles. ;Thie
means necessarily a generous coverage of prooeesed and seml—

prooeeeed agricultural and primary produots,

() Again if existing preferences are 1o be subsumed in the new
gsystem then the provisions in the latter for export 1tems
of interest to African countries should be as comprehenelve
as theee in the former: at present only the common agrioulture
pollcy of the EEC stands in the way of eomplete ‘tariff-free

entry for Afrlcan products,

(e} The nev syetem should be esta‘bllshed for an adequate perlod of

time and be managed multllaterally.

67. Thé Afriocan region is fully represented on both the Special Commlttee
and on the Committee on Manufactures. . The request. of the developing

" sountries that a scheme of generalized Sariff preferensas_ be put indo
effect by early 1970 constitutes the mandate for the work of African
.representatives on those bodies. In the meantime it would also be
necessary that the new agreements that will be oonocluded between the

EEC and some African countries should be in terms that do not stand

in the way of a global system but, if poselble, actually make prOV151on
for an orderly transition from the one syetem of preferences to the

. other,.

L
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CHAPTER 1III
DEVELOPMENT AID

68. The consideration of the question of international financial
assistance by the decond Session of UNCTAD ended with the adoption
of resclutions 27(II) to 33{(II) which dealt respectively with the
volume of aid, the mobilization of internal resources, the terms
and conditions of aid and the problems of external imdebtedness,
supplementary financial measures, compensatory financing, the
international monetary system and the flow of private capital.

It is undoubtedly true that the crisis in the international money
market which developed at the beginning of March 1968, right in the
middle of the second session, influenced the outcome of the
Conference on these questions. However, it is possible to discern
some more persistent trends in the development of these aspects of
international financial relations that are embraced by UNCTAD's
discussions. In spite of temporary factors, the areas of possible
advance can be reéognized and pursued; the areas where deterioration
is likely are alsc apparent and'measures will have to be adopted

to stem this deterioration.

A, The Volume of Aid
69. At its first s.ession the Conference had adopted without

opposition a recommendation (A. IV 2) whlch, starting from the premise
that even the 5 per cent annual growth target of the First United
Nations Development Decade was insufficiently ambitious, aimed to
achieve an increase in the volume of financial transfers to the
minimum net amount of 1 per cent of the national income of each
~ advanced country as recommended by the General Assembly in 1960

and again at the launching of the Decade in 1961. Between the Ffirss
and the second gessions of the UNCTAD the flow of aid, instead of
increasing towards this target in relation to thke GNP or any other
measuré of the resources of the developed countries, tended to move

away from it. Even counting in private export credits which are
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guaranteed by governeeats; the aid effort of the developed

market economies has fallen progressively during the decade from
0.87 per cent in 1961 %o 0.64 per cent in 1966, the only year

of improvement having been in 1965 when the percentage reached 0.69

per -cent. . . S B " .

70. Against this background, the prlmary concern was. how to get

the governnente whloh had subeorlbed 0 the aid target set by the

first session to take measures towards its reallzatlon. This could be

'done elther hy agreelng on & dete( ) by whlch each country would reach
“the +arget, or by ohta1n1ng a commitment that the governments own

.'portlon of the ‘aid effort would be suetalned in relatlon to an

3

agreed target. Two other methods of brlnglng about an increase in

‘the’ volume of aid had been con51dered and could be ueed as an

alternatlve, or a supplement, to the more dlrect method of

: 1nter—governmenta1 oommiiment. One was to increase the resources of

“the multilateral flnan01a1 agencles s0 that they could provide

financlng in relation to the growth targets Wlthout the fluctuations

and other problems which are attendant upon bllateral azd. The other

was $0 take meusures to give the deve10p1ng countrlee ~ and the

' milktilateral institutions also - greater access to the resources of

the private capital markets of the developed countrlee which, in
relation to the desired volume of 1nternat10na; flnan01al assistance,

are very great 1ndeed._ As a mlnlmum; the alm was 1o obtain a

' commitment from the developed countrlee that the downward trend in +

the relatlve a1d effort Would be arrested and eventually reversed.,

These obaectlves were embodled in a number of proposals made by the .

o developlng countrlee in the Charter of Alglers.

ﬂ11.W: As far as concerns the flow of ‘aid. toxthe Afriean region
. the siiuation at the beginning of  the second. gession.:of 'UNCTAD was
_that,,owrng‘to the weakness of the machinery governing some paris of

this flow, the share of Africa in the net.flow of multilateral

- and OffIClal bilateral finance from .the wWestern countries had fallen

Asharplv from about 39 per cent in: 1960 to -about 27 per cent in 1965.

A% the same time the Yaoundé Convention, which had determined the
volume of multilateral aid flowing from the EEC institutions to the



i i T N -

o /0N, 147437
Page 25

agsociated African countries, was due for renegotiation. _ At the
meeting of the African members. of . UNCTAD organized jointly by

ECA and ‘0. OAU immediately prior to the ministerial meeting of the
Group of 77, African countries had soughti support from the whole of
the developing world so that the ®EC might at least be requested to
maintain the level of ald granted under the expiring treaty. The

2 Group of 77 had accepted this negative objective, but had not gone

on record -as requesting an increase in the flow of aid to the African
- countries under the EEC arrangement. . The Group of 77, however,
recommended that '"special consideration should be given .to dewveloping

~countries which have not so-far received adequate internationsal aid".

T2+« At the second UNCTAD discussion initially centredd almost’

entirely on a technical redefinition of the aid target so that the base

of calculation might be changed from the "national income" mentioned

"in.the 1964 resolution to gross national product at market prices;

It was estimated that the substitution of the new formula for the old
‘one would involve a poténtial increase of some 25 per'cent in the

amount of Tesources to be transferred. But finally, the Conference

came back to the question of how the new, or'any other, target

‘on the volume of aid would be implemented,

73. The background situation was that aﬁproniaﬁions for official

assistance in all the major donor countries of the West was stagnating,
a ? and in the case bf the United States there had even been a reduction

in the initial request of the adminisiration itself. Conseqiiently,
N thére wéé'n6”immédiate'prospebt”that a commitment could be obtained

from the develoPed countrles to achieve any given targets of aid in

relatlon to the growth obgectlves of the UN Development-‘Décade’

which still had two yedrs to run. At the same’ time not enomgh

progress had been made in th@ defining of ‘the objectives of the

" prospective Second Development Decade so as to make it possible to
relate the néw‘target of aid to- those objéctives as part of a set of

coherent -international measures for the Second Development Decade.

74. Resolution 27(II) therefore had to register, in effect, a

backward movement from the results achieved at the firet Bession of
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UNCTAD. A number of the smaller donor countries, in particular

the Scandinavian countries, Cana .a and Holland, had already adopted
unilaterally budgetary policies which made it possibde to foresee
that they could implement the new aid target by 1972 or at the latest
by 1975. The major donor countries however did not commit

themselves to any target date for the realization of the
recommendation.. Those of them that invoked balance of payments .
difficulties as the reason for their inability to increase their aid

could not forecast when these difficulties would be over. At the

game time, they did not accept a commitment that when these balance

of payments difficulties had been overcome (however this situation

was measured) they would take steps as far as the governments

themselves were concerned to implement ithe recommendation.

Other major donors who could not plead balance of paymenf

difficulties advanced other reasons, including constitutional ones

which are of indefinite duration, for their inability to take

commitments on the gquestion of increasing the volume of financial

asgistance up to the recommended proportion of their total

national resources.

75, Agreement could not be reached either on some of the subsidiary
methoda that could be adopted for the realization of the target of ais
Few donor countries were willing to undertake to try to keep

their official assistance either at a given proportion of the nationa-
product or of their budgets. Commitments could not be

obtained from the developed countries even to ensure that the
proportion of budgetary resources devoted to international

assistance would no. longer te allowed to diminish as it had

tended to do in most donor countries, both those with market

economies and those with centrally planned,economies.

76, The other possible alternative, that of enabling the market
mechanism in the developed countries to supply the requisite

volume of aid, with or without the support of some such arrangements
as are contained in the Horowitz proposal, was not positively

adopted either. On the contrary, the prospect that a Hopowitz-type

[ AR S C s wpeem it - - e . teoLt raes

m
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soluti.a will be given serious consideration seems to have receded
further. In the programme of consul tations w1th1n ‘the permanent
_‘”machlnery of UNCTAD. which has been agreed since the ‘sHedond Bession,
“11tt1e:empha31s is placed on a really serious exploration of the

poesioilitiee of this device. .- .~

77« By the time of the gecond session it was already clear _that IDA
‘would not be replenished at: anywhere near the level of 31 bllllon per
annum which the management of the IBRD had orlglnally set ae 1te
objective., As of ‘the -end of 1968, even thé agreed replenlshment at
4400 million .pér year‘had not“been implemented. The other boeelble
_,contr;butlon.oﬁ.the,mult;lateral'agencies-to the aid effort that were
R dieoﬁeeed at the second session, .such:as supplementary finarcial
easures and compensatory finaneing, were concerned with StablllZlng
‘ the level of the. foreign exchange resources available for development

5 rather ‘than, increasing the volume.

<. 78s1..The system of spec1al draW1ng rlghts 1n the IMF has been put
:into its final form and is to be 1mplemented w1thout belng llnked
in.any way with'a- commltment on the part of the donor countrlee
to’ increage the volume of ‘their flnanolal aeelstance elther 1n any
© given proportion to the amounts of new llquldlty recelved by
them.under “the system or even 31mply concomltantly w1th the
activation. of' the’ scheie’ but Wlthout any obllgatrons as to the

amount of- gdditional ald.

"79. In con31der1ng how the above developments at. the Second UNCTAD
on the questlon of the volume of aid affect the *”medlate prospects

S of - aid” to the Afrlcan reglon, and what actions African: countries

¢otld take towards 1mprov1ng thelr position in this field, -it is to
be remembered flret of all that the dec1elone on aid which wero
adopted at the gecond UNCTAD were carried almost entlrely on tho
votes of develuying countries even though the 1n1t1a1 proposals'

- for specific and binding decisions had all been heav1ly watored
down in the course of Conference negotlatlone.k Thls 1s in contrast

to the First Conference where an unquallfled 1nternatlonal target
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on the volume of aid to be provided by all capital exbbrtiﬁé
countries was accepted by a general conaensus with the understanding
that this was a rart of an overall complex of international

measures designed to support the objectives of the first UN
Development Decade. Additionally, it has to be kept in mind that
the governments of major donor countries were able quite explicitly
to gain international acceptance of the fact that they did not

hold themselves bound in any way to implement the targets or

recommendations adopted by the second Conference.

80. Other negative elements in the aid situation may be noted.
The flow of bilateral assisiance from France, which used to be one of
| the more outstanding examples exerting pressure on other donor
countries to increase their aid efforts, has entered into a period
of distinct stagnation., The credits granted to the FAC for 1968
for capital assistance were actually lower than those granted in 1967,
External assistance was again one of the first victims in the general
retrenchment that followed the political upheavals of May 1968
and the subsequent difficulties of the franc in the international
mone tary market. The freeze in the level of official aid from the
United Kingdom which was imposed in asscciation with the devaluation
of sterling in November 1967 and with the much longer standing
balance of payments difficulties of the UK cannot be expected to be.
relaxed significantly in the immediate future. It seems, however, »
that ad hoc programmes for additional assistance directed to
special cases could command a degree of priority in.the utilization ' 1
of additional resources that become available in the UK, though
these would tend to be of the nature of compensatory aid rather

than positive development assistance.

81, In the USA Congress has now passed the smallest aid bill in

24 years just before the inauguration of a new administration which
is also committed to take a more reserved approach towards

external assistance. This it did by cutting down drastically on
the requests for development loans and technical assistance, items
of pre-eminent importance for African countries, even though

the Administration's proposals were already the lowest on record.
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r..BEven if the African region maintains the same share in the final

-allocations of aid in 1968/69 as in the original request to

Congress, the size of the appropriations granted would entail a
reduction of more than 10 per cent in US assistance to the region this
year. But it is preclsely in such situations. of falling ald that
those developing countrles which have a stronger machlnery for
moblllzlng a931stance expect to be affected less by the cuts than
other countrles, so the reduction in aid to Africa could well be made

greate;.‘

82.  Despite .the fact that the large balance of payments surpluses’

of the .Federal Republic of Germany should present a positive incosntive

+for that country to increase its flow of' aid as one of the-possible

means of correcting the situation,. the German  Government was unable

to subscribe to the definition of.a target of aid to be attained

at an agreed date. However,: G the budgetary programme already laid

down entails an expansion of West German public aid at the.rate of

11 per cent per annum from 1967 to 197%. This should enable the

' Federal Repﬁblic of Germany to achieve the aid target according

to the formula of the first UNCTAD in the near future. The ..

' Govarnment of Japan has begun to assume more and more the posture

of a developed donor country although 1t is one of the Governments
that has most expllcltly nOUght exemptlon from the application of any
general 1nternat10nal target of aldo At the same time,

Japanese ald inevitably, is concentrated In Asia.

o 83. In;tlatlves for promoting an increace in the flow of ‘external

financial assistance to the African region have to be exercised

”Pgainst the background of thege heg@tive developments wuich: are

mostly matiers of actual- fact and existing government policies.

~To a certain degree, however; advantage can be taken of certain

poeitive faetors though many of these consist .simply: .of declarations

- of intention, - Thus the statements by .all the major ‘donor countries

at the second, session of UNCTAD on the need for an increase in the
flow of aid were extremely positive. Every single government
declared its willingness to work towards such an increase. Thus

over the years when action within the international machinery has to
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be taken to implement the results of UNCTAD, it will be possible
for the developing countries to judge quantitatively whether these
intentions have been implemented as the opportunities to do so

have arisen for one donor country after another,

84. Some of the reasons for the recent stagnation or reduction in
development assistance have been of a temporary or special nature.

Thus the Vietnam war, the devaluation of the pound stenling, the
balance of payments difficulties of the US and the UK, have all

been factors adversely affecting the flow of aid from two important
sources, but factors which are alreudy in prospect o} being overcome,
With the cycle of changes among the developed marked economies from
debtor position to creditor position in succesgsive periods 4t is
inevitable that each donor country will in turn get rid of these
special inhibiting factors. Any measures that are taken, for instance,
to resolve the crisis surrounding the French franc will, as soon aé they
are successful, create the conditions for the resumption of a higher

level of aid by France.

85. There remains a questionmark over the issue whether international
financial assistance will retain a sufficient degree of priority in

the policies of donor countries such that these opportunities

will be taken advantage of when they arise. There is incrdéasing

acceptance by popular opinion of the assumption that &onor

governments and their electorates are generally disenchanted with ”
international financial assistance. Whether it is well founded or not,
the continued repetition of this view by the mass media of communication N
have tended to make it increasingly true. Resolution 16(11)

sought to deal with the guestion of informing world public cpinien

of the work of UNCTAD and the problems of development. As of now,

no substantial or credible programmes for this purpose have been
undertaken. In any case the question goes far beyond UNCTAD and

perhaps could best be tackled at this time within the framework of the

international programme for the second Development Decade as a whole.
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86. A number of positive developments of a factual nature may
also be identified. PFirstly, the growth of the economiesg of both
- Western and Eastern European developed countries has continued
- uninterrypted in spite of difficulties affecting one country or
another at any given moments. In the USA alone the gross national
product is now running at such a rate that realization of the one
¢ . per cent target in terms of actual disbhursements as called for by
resolution‘2?(II) would entail transfers of not less than #9.0
-billion in 1965 as compared to net transfers of $9.9 billion from
all DAC countries in 1966.

87. Secondly, the IBRD has embarked on new departures of policy
that would make it more nearly a development bank -as called for in
~ the Algiers Charter. The Bank .is using more vigorously its powers
for raising funds on the capital markets, And it has decided as a
ma*ter of policy to allocate more of its resources in support of
African development, especially in agricultural and manpower develop--
meht. In the aBsence of an interest equalization scheme, there is
& problem how Afrlcan countries can afford to use increasing amounts
of these funds whlch the Bank is raising on commercial terms. It is
implicit in the Baqk.s new policies that a greater proportion of IDA
resou}ces, once the replenishment is effected, should be channelled
towards the African region. By mixing IDA and Bank funds, the IBRD
should also be able to soften zhe average terms of these credits
and hence make it 1ncrea51ngly possible for African countries to

utlllze them.

88. The IBuD is also proceeding to help in strengthening the
‘machinery for the moblllzatlon of an increased and stable volume

of aid to the African region. Thus a new consultative group

has been formed for the countries of the East African Communitys it
has been agreudito_convert the debt-rescheduling arrangement for
Ghana into a consultative:r group; and the Bank has undertaken

a special progrdmme to rehabilitate and strengthen the economy of
the UAR,

89. The arrangements for the East African Community represent a

particularly significant departure. The problems of getting
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governments to agree on harmonizing their developmenti programmes and
of arranging financing for multinational projects are difficult
and well known. The importance of the Bank's scheme is that it is
considerdd possible to solve these problems. ~In turn, the existence
of this consultative group should create an incentive for closer

- co-operation among the African member countries of the Communifty, -

- based on the realization that there are internationally supported and ?
hence effective means of raising the necessary financing for the

implementation of a rationalized programme of sub-regional develgpment.,

Programme of Action

90. Based on all the above considerations, it would seem possible

. to propose the following programme of action. to. be pursued by the
African countries. For 1969, the principal objectives would be
the following: -

(a) 'The renegotiation of the Yaound® Treaty, which is due to
be completed by May 1969, should result in a commitment by
the EEC to provide more aid than was provided under the
expiring Treaty. Means must bé sought for mobilizing
the support of all African countries;'an& of the other
developing regions, behind the 18 African countries which
are directly involved, Ideally, the negotiations should
also result in an improvement in ‘the procedures for the
disbursement of EDF Funds so as to marrow the wide gap
that has appeared between the commitmert and the disburse-

ment of assistance under the SBecond EIF,

(v) - As the drain on the resources of the US Government are .
relieved by the ending of hostilities in the Far Fast,
the African region must put itself in a position to benefit
' by the opportunity which the US Govern.ent will thus have
for expanding its activities in other directions.
Pending the emergence of a new policy of aid in the new
Administration and Congress, African countries can

individually take action to ensure that the out-payments
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that they have to make 1 respect cf previous assistance
from the US are at least balanced by new commitments

of aid or by other means of compensating for such outflows-

It is widely expected that the UK's balance of payments
position will be better in ‘1969 then it has baen in ‘the

last three years. Ind1v1dually and collectively Africen

countries have an'0pporfuni£j t0 secure an increase in
financial assistance from the UK, and in particular an
improvement'in the priority which the African region

will enjoy henceforth in the allocation of UK official

‘agsistance with a correspending reduction in the skare of

commercial funds on hard:terns'in"tﬁéntotal flow of aid
from the UK to Africa. - '

It should be possible to get: the Ucverament of the Federal
Republic of Germany t¢ join those domcer countrles that have

firm programmes for the implementaticn. of the international

‘aid targets adopted by the Becond UNCTAD, At the same

-time, African countries could profitably strengthen

their national and multins“ionalt machkinery for raising

‘development assistance from West.Germany, in particular for

obtaining official aS%l°t8nC° whizch uas hitherto played a
smaller’ role in Weqt German assistance to Africa than migh+

have been expecteda

The group of middle-ggale donor countries - Canada. the
Retherlands, .Belgium wnd the Scmuélnav1an countries — have
already 1nd1cated thel“ W¢llwnnne““ tc meet an ajid target
gfjjhg sort.d331red by the developing countries. The
éﬁeétion is howhafricaﬁ coun#rigs san take advantage of
the oppprtgnity thﬁé_p;psented; While each of these donor

countries has established chanrels of aid to one ox

_other African couniry or groppnof countries, the

distinguishing feature‘of aid from these medium sized povers

is its preference on the whele for nul+tilateral programmes.
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(£)

(g)

(h)

Thus African countries would have to improve their share
of the flow of assistance from the UN, IBRD and other
multilateral agencies in order to benefit from the

increased aid coming from these countries.

With the amount of preparatory work on sub-regional

development that has alre.dy been done, it would seem

possible for various groups of African countries to arrive

at axmuch greater number of specific agreements on

mul tinational programmes and projecfs which could

attract external finance. In the field of transport,
telecommunications and industry many decisions could be
taken in the coming year and the medium - scale donors

of aid in particular could be relied upon to provide much

of the means for their implementation.

The resources of the african Development Bank and of the
East African Development Bank could be augmented by more
vigorous concerted action on the part of the member
countries. Development banks are also projected in the
Maghreb and by the West African Regional Group. A4
reagonable objective would be that during 1969 the processer

establishing these latter banks would be completed,

In the framework of the continuing machinery of UNCTLD
and other international bodies, a number of objectives
could be attained in 1969 : '

i, Agreement oould be reached on a time-table
for the implementation of the 1 per cent aid target |
of resolution 27(II}. This objective could be :
most meaningfully pursued within the framework !
of the definition of the programme for the second é
UN Development Decade. It would seem feasible i
to aim at getting agreement that the target would |
be achieved by 1975 by all industrialized

countries. Given that some developed countries |
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| already expect to fulfll_ the target by 1972,

such a time-table would be conalstent both with
equity in- the sharlng of the burden of aid and
with the need to make due allowance forp the
effects of random factors such as balance of
payments difficulties.- ‘But even if a range of

datee, spreading over into the second half of

 the Decade aud subject to various provisos, has

to be acoepted, thlS mlght still be better than
the present 1ndef1nite 31tuatlon. For
uncertainties with regard 10 the availability of

aid are among the most serlous obstacles to

- rational eoonomlc pollcy 1n Afrlcat

.The soclallst countrles have yet to define even

a voluntary target for the level of their aid
effort. Afrlcan oountrles, together with

other developlng countries, could ‘pursue through
the Trade and Development Board and its subsidiary
orbans the deflnltlon of some aid targets for the
rentrally planned countries within the framework
of the second Development Decade even if only in
the form of arbitrary quantltatlve targets set by

" the ‘sogialigt countrles themselves., 4 partloular
- Afrigan aim would be to secure greater stability in

the volume of aid from the soozallst countrles

to the African reglon.

B, The Terms .and Conditions of Ald o

1, 1968 was the date set by the OECD oountries for the :
achlevement of the 1mprovements 1n the terms and .conditiong of aid
that were laid down by their resolutlon of July 1965 and reaffirmed

by the General Assembly of the Unlted Natlons in its resolution
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2170(XXI), Under this the donor countries undertook either to———

(a) provide 70 per cent or more of their commitments in

the form of grantsi or

(b) i provide 81 per cent of total commitments as
grants or loans at 3 per cént interest charges

or .lessy

ii, provide 82 per cent of total commitments
as grants or loans with repayment periods of

25 years or more;

Ciii. attain a weighted average grace period of 7 years.

92. The Algiers Charter consequenily set what should have bheen

the minimum objecfive -~ that the developed countries would obligate
themselves at the Becond session to implement tﬂeir own target.
However, by the time of the Conference many major donor countries
were from far satisfying the terms of the recommendation and had
also no firm plans for taking actibn to comply with them.
Consequently, the Conference could only end with the decision that
"developed countries agreed to renew their efforts to achieve by the
end of 1968 the terms and conditions laid down" by these

resolutions.

93. Paradoxically, it can at the same time be said that the

Becond UNCTAD saw & definite movement of opinion towards a consensus
on the need for a further softening of the terms and conditions

of development assistapce. This was because the problem of debt
servicing was becoming increasingly wide-spread, so that donor
countries had to consider whether it was cheaper 10 grant financial
assistance initially on viable terms‘or to accumulate, in their
competition for sales to the developing countries, claims which
frequently could not be encashed. The terms of lending to develop-
ing countries had also hardened in 1965 in such é ﬁay that it could
be deuonstrated by simple arithmetical calculation ﬁhat if the
gross flow of aid were to continue at the absolute levels of 1965

and on the same average terms and conditions, then net lending

.m‘ — ' v. :
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would become negative by 1970, which wes a date within the

horizon of immediate policy.

94. Accordingly, recommendations were made for a further

softening of the terms and conditions of development assistance.
The OECD member couniriecs announced their intention %o consider
Seiting new norms, and some developed c¢ountiries were able to accept
as an objective of international financial policy that by 1975 the
bulk of bilateral lending should be on terms comparable in their

effects to the terms presently applied by the IDA.

95. For African countries the problems for policy and azction that

arise can be divided into the following sections : (sees above para 87).

(a)  Whether a greater proportion of the total inflow of aid
to Africa will be provided by the IDA itself on these
terms that are the ideal towards which the developing

countries are working (see above paragraph)

(b) ¥hat opportunities there will be for participating
in the thinking within the OECD so that the promised
review of the terms and conditions of zid will end up

with favourable results.

(e) Whe ther the volume of aid from the ¥uropean Development
Fund and from bilateral sources such as France which -
give a large proportion of their aid to +he African
countries in the form of grants, will be méintained,

80 that the average terms of all development assistance

will be lower.

(a) The extent to which US aid 4o Africa, which on average
has carried moderate terms, can be saved from further

eéxcessive reductions in the immedinte period ahead.

(e) Whether donor countries such as the UK and West Germany
which have tended to use the commercial credit system
for a substantial proportion of their aid to Africa will

increasingly participate in financing arrevzemsnts in
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support of a greater number of African countries'
development programmes under which they will accept
the need to provide more favourable terms of financial

assistance.

96, In order to make progress with the solution of items (a),

(c) and (e) above, African countries will by and large have to rely
-on natisnal or intra-African action for negotiation and persuasion.
In the case of the further ewaluation of policies within the OECD
on the matter of the terms of aid and as concerns the question of
securing a general reversal of the present unfavourable trends in

US public assistance, concerted action has to be pursued by the

Group of 77 as a block.

97. Within the UNCTAD and other international contexts the particular

problems that may be identified for further'action include:

(a) commercial credit including suppliers' credit;
(b}  tied aid;

(c) international mechanisms and principles for dealing with

debt crisess

(d) the possibility of introducing some system of interest

equalization.

98. The guestion of a possible scheme of inteiest equalization

is of particular importance to African countries, especially in

-

the intermediate period before new initiatives by major donor
countries to increase the volume of bilateral assistance can be
expected to yield any results. The cunclusisns of the #econd UNCTAD
on the subject were highly reserved, aﬁd the programme of consultas=
tions within the continuing machinery of UNCTAD does not so far
foresee getting to the stage of the formulation of an agreement.
Since any such scheme would have to be run in some relationship

with the existing World Bank group of .in'l*utions, it might be most
practical for the African countries to consider what kind of initia—

tive might be pursued on the various occasions up to and including

“m
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the next annual meeting of the IBRD, preferably after prior
consultation with other regional groups to develbp a4 concerted

line. It has to be remembered however, that many ‘other dsveloping
‘sountries are still able to absorb extérnal assistance on commercial
terms or can count nn the bilatersl PTOFTAmMmE S of'major"donor
governments to funnel financial resourées to them on ednéessionary
termsj African coruntries should be prepared to exercise initiative

in pursuing this subject.

C. . Supplementary and Compensatory Financing

99, The scoond mession of UNCIAD continued 1o press for the further
‘liberation of the terms on Which short-term chpehéatory assistance
oan be obtained from the INF to meet fluctusiisns in export

earnings, The need for gregter flexibilffy in the periéd for which
these facilities are made available waé‘ééceptéd; “in‘particular

the desirability of reiafing repaymeﬁfs to the external trade
lufposition of the borrowing country as it emerges ih.subsequent perisds
was recdgnized. The question that now arises is whether the develap-
ing countries thifough the Executive Board of the IMP can secure
agrecment on further modifications of the rules governing this

facility.

- 100. 4As reg@rds ouppleﬁcntary financiﬁg, the #econd UNCTAD devoted
more attention tu ayamlnlng the dlfilcultles in the schemes previsusly
proposed than to lonking for possible snlutl)ns for these
difficuities. The Gunferencc, hoWsver, requested the
Inter-governmental Group on Supplementary Pinancing to WOrk out a
scheme for presentation to the Ninth Session of the Boand in
September 1969. The responsibility for ensuring on behalf of the
-AfIICdn region that agreed proposals w1ll emerge now rests on the
Afrlcan members of the group - - Chad, Ghdna, Nigeria, ‘Tunisia and the
UiR. So far at its fourth sesslon the Group has concentrated on
identifying cartaln questinns to which the UNCTAD secretariat, IBRD
and IMF staffs are to supply avawers, and the Group has planned its
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fifth session to be its last. after that will come the task of

getting the Committee for Invisibles and Financing, the Trade and
Development Board and the Boards of the IMF and IBRD to recommend

oT adopt decisions. A4t each of these hurdles African countries .

will have to work so that the scheme is not indefinitely blocked.

101, At the time of the second sesgion of UNCTAD, thinking among :
both developed and developing countries was moving towards a scheme

of Supplementary Financing to be operated on the order of magnitude

$300° - $400 million a year. These funds would be provided in the

form of long-term loans to be made available at the most difficult
moments to help countries to avoid periodic “disruptions of their
development programmes for balance of payment réasons.' African
countries, whose eiport earnings are subject to a higher than

average degree of instability, therefore have a particular interest

in seeing the early implementation of a scheme. .It is to Dbe

recognized that African delegations at the 8econd ®ession of UNCTAD

did not on the whole throw their weight as unreservedly behind

the scheme of Supplementary Financing as would have been expected 1n

the light of their economic circumstances. This was partly due

to some anxiety that this scheme might be made a substitute for the

more radical reorganization‘of international commodity trade which
African countries desired. Bui now that the IBRD and IMF are moving

to draw up serious plans on how to use -their resources to assist in
measures for stabilizing commodity markets, African countries should

be able to adopt a flexible position on the scheme of Supplementary .

Minancing.

D. DPrivate Capital and Commercial Credit

102. The Second UNCTAD registered little advance in the efforts to
deal once more with the problems of private capital and commercial
credits. As regards the participation of privaﬁe long-term capital
in the total development assistance effort, the Conference had to
leave unresolved the guestion which has always stood in the way of
meaningful agreements between governments: how the governments

of donor countries could realistically subscribe to a specific

m
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aid target including a contribution from privaie capital in the
absence of anyvdomesticumeohahismsnfbr”enguringcthatcpriratehinv9ﬁ¢0rg-
wouldiin:Factrsupplyc thecdififerencedibetvéonithetaid. targetoimds the
wolumolof publit.assigtansed granted duripkvenyvgives.period,

103. Some attempt was made to quantify the present outflow of funds
from the developing countries to service the liabilities arising
from previous investments of foreign private capital in those
countries. The orders of magnitude that were meantioned indicated
that this reverse flow was one of the most important elements in the

: financial relations between developed and developing countries which
had to be tackled in one way or another if the gross flow of new
developnment assiétance were to make a greater contribution to the
development of the third world. There is no particular prowvision in
the continuing work of the UNCTAD bodies for further efforts to find a
solution to this problem. Taking into consideration all the advantages
which developing countries admit to deriving from foreign private
capital investments in their territories, and the insistence of some
donor countries on maintaining an important place for private capital
in their development assistance, thought has to be given to the most
effective way for the Oroup of 77 to raise the issue of how o
increase the net contribution of private capital to their economic

development,

104. Private medium-term loans, often granted with the support of
government guarantees in one form or ancother, were recognized by the
Conference %o be a major contributor to the increasing debt problems
of developing countries and to the various disadvantages which are
assoclated with tied aid. The decisions of the Conference held out
little hope that much work would be undertaken within the continulng
machinery of UNCTAD to find solutions to these problems. It was
envisaged however that donor countries which participate in
financing arrangements in support of particular countries'
development programmes would iry to harmonize the tefms of their
assistance. Previnusly there has been a tendency for donor cruntries
to adjust the terms and conditions of their assistance competitively

downwards to meet those of the least liberal lenders. It is
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.. .mnclear how, the machinery of the donor oouniries .or of UNGTAD
.could best be usllized in the period between lonferences to

reverse this tendency.
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CHAPTER IV

INVISIBLE ITEMS INCLUDING_SHIPPING

4. Bhipping, Insurance and Tourisi”

105. The Second UNGTAD made no progress in'securing agreement on how

.to deal with the cost of shipping, insurance and other invisible
items which have been recognized since the firet UNCTAD to be one of
the largest drains on the foreign éxchange resourdes‘of developing
countries. ' Owing to the prevalent lack of information the subjeot
had received much less atiention than was warranted by the importance
of invisible transactions in the balance of payments of most
deﬁeloping countries. It was also apparent that the efficiency
| and avallablllty of such services was a factor which crltlcally
llnfluenced the ability of developing countries to expand thelr exports
gspecially in competition with other producers of 31m11ar'goods.
The subgect of the structure of freight rates and the practices
of carriers continues to be particularly difficult to study in
unamblguous quantitative terms, such as would facilitate the'
: formulatlon of clear recommendations or decisions. The Conference
' had to content itself with requesting further studies whose Sudcess will
| in:turnﬁd&pendgupontEMﬂaKMoﬁﬁiathnvxmitha,gnmﬁrntKMtsuuﬁqnﬁmaxa

donoenns .in the counfrites.Which.provide fhe buliew®.these services for
the international trade of developing countries.

106 A resolution introduced by developing countrles to secure the
draw1ng up -of international conventions on shipping practlces was
carried with the support of the socialist countries but against the
unanimous opposition of the industrialized countries of the West.
-.Inev1tably, small developing countries, and the even smaller
enterprises which. operate the bulk of their external trade,

are in a weak bargaining position when they iry to secure better
termsﬁPp_shipping, insurance and similar services. A systen of
intgrn;tignally prescribed norms to be uniformly applied by all

carriers to all shippers under similar circumstances, would provide
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the best guarantee that African exporters would cbtain equitable

treatment.

107. In the long run it was recognized that any really radical
improvement in the position of developing countries with respect to
their invisible transsctins would require a greater participation
by them in the provision of those services. Recommendations were
made Yy the Conference for greater assistance to developing countries
in the improvement of their shipping and insurance enterprises and of
their ports. I+t was also considered that developing countries could
earn more foreign exchange through tourism in order -to offset some of

their expenditures on visible trade and the other invisible imports.

108, It is obvious that for the most part African countries cannot
make much headway in increasing their participatidn in the shipping
and insurance fields, even where their export trade is highly organi-
zed, without greater co-gperation among them for the development of

. merchant marines, airlines rnd insurance businesses. This calls for
action at the local level among groups of neighbouring countries.

The most important requirement at the international level is that the
United Nations agencies, in particular the regional commission,
should be put in a position to give more technical assistance to
African countries in the organization of such enterprises.

.

B. The Transfer. of Technolaogy

109. This is also one of the less well-known aspects of the external
economic relations of.déveloping countries to which international
attention has only recently been turned #&o that there was not a
sufficient body of current thinking to support the Sscond Session in’
reaching any significant conclusinns. These distinct, though

inter-related, questions have come t» the fore:

(a) Developing countries which want to compete in.the
international markets for non-traditicnal exporis, or even
to produce such goods for domestic and regioﬂal consump tion,

cannot afford to be less efficient producers than others.



(%)

E/CN.14/437
Page 45

This of ten implies that they should also be technologically
not too far behind producers in the developed countries.

At the same time there is a wide-spread view that

the technology employed in the indusiries of developing
countries should be adopted to the relative factor supply
position there, which is often quite differen%.from the

position in the already industrialized countries.

The presently important fact however is that developing
countries are already importing large amounts of

capital goods from developed countries. In the process
they are paying, thrbugh initial prices, royalties,

etc., for the technological innovations embodied in these
goods. Typically, these innovations are the "intellectual
property' of private concerns in developed countries and
are protected by various monopolistic devices.
Circumstantial evidence suggests, and the general feeling
among developing countries is, that they are paying
excessive, monopolistic, prices for the use of these
innovations., The search is for an internationally

agreed set of principles, or preferably some institutional
mechanism, for reducing the cost of modern technology

to developing countries,

In terms of economic arithmetic this is one element
in invisible transactions and therefore an "UNCTAD
question”. But in terms of actual operations the question
mostly arises in the context of industrial development
projects and the purchase of engineering and transport

equipment,

The third aspect of the matter concerns the international
action that could be taken to facilitate the application
of existing technology to solwve the specific problems

of developing countries in such fields as crop selection

as well as in industry. This, together with the need for
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the adaptation of technology mentioned above, involves
yet a third group of specialists -~ and international

agencies.

110, International discussion of this gquestion has traditionally
bedome immersed in the jurisdictional aspects often to the ncglect
of its substantive aspects. The second UNCTAD did not avoid this
pitfall in considering this item on its agenda. It would secm
that the most urgent task is for the UN community to straighten
out the machinery for dealing with the various aspects of this

question as a prelude to more effsotive wark on 3te substanoe,
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CHAPTER V
SPECIAL QUESTIONS
A Economic Co-operation Among Developing Countries

111. The second UNCTAD devoted considerable time to. discussing the
role which increased co-operation among developing couniries could
play in accelerating their development. The importance of the
subject was enhanced by the fact that not much success was being
échieved in obtaining increased access to the markets of developed
countries for the products of the industries and the agriculture

of developing countries, or in obtaining commitments for an increase
in the volume of financial assistance. The Conference recognized
first of all that the establishment of arrangemenis for co-operation

or integration among developing countries was a matter on vhiehid¢he
initistive belopged essentially +o those countries,themsglyeg,,and in
which the largest mnart of tne action has %o be *taken at the local level
in-ine 1Toh4 of MBER. 3 circhastances. The conwribiiion which the
international community could give consisted mostly in enabling the

UN agencies to extend technical assistance to regional groups in the
various fields in which it was desired to co-uperate. Secondly,
some of the accepted rules of international trade have to be
adjusted in favour of co-operating groups of developing countries.
Thirdly, external financlial assistance can be applied at strategic
pointe to ease the difficulties that may arise in the extension of
the‘economic, particularly the trading, ccohtacis between developing

countries,.

112. From another point of view, huwever, it was recognized that some
developed countries, especially those of the West,lcould assist or
Qbstruct regichnal co-operation among developing countries by the

way in which they manage certain aspects of their policies. In the
field of trade some developed countries enjoy preferential advantages
for their exporis io some developing countries. These privileges
could take precedence over advantages which might be granted to

neighbouring developing countries. This applies partiéularly to
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the association arrangement between the EEC and some african
countries, which createg the situation that mutual concessions
between such countries and other African countries cannot be put

into effect until the rights of the EEC countries in those fields

&

have been deliberately set aside with their consent. There are
other similar situations in the African region- though these may -
not be covered by explicit contractual agreements. .The import trade
of the African countries is in each case dominated by a few major
sources of supply among the Western countries. In each case these
existing interests can he expected to empioy some methods of self-
preservation, with the support of their governments, wherewver

the possibility appears that competing African suppliers might be
granted commercial advantages within the framework of a scheme of
regional economic .co—operation. The developing countries tried,

but were unable, to obtain a general undertaking from the developing
secountries that they would refrain from interpoeing their interssts

in this way against schemes of e¢conomic co-operation. 'On the
contrary, the declaration of Supporﬁ‘fgr eoqnomié cd;qperation, which
was produced by developed'Weétern.countries, emphasized the problem

of injury to their trading interestis.

113. BSimilarly, the aid policies of developed countries could be

managed in such a way as to positively favour programmes of co-
operation among developing countries. With various qualifications <
the developed countries accepted the desirability of using financial

and technical assistance programmes to support economic co-operation. . i
But their commitment was very far Irom definite, and it will require
many intermediate stages before it can be translated into actual

measures of support.

114. It would seem that, from the point of view of following up on
these results in the African region, what is immediately required is

to agree locally on a number of programmes and projects of co-operation
including both trade measures and developmental. Only”at that

point will it be clear whether, and what sort of, international

action is regquired to facilitate ths impiémentatibn of such agreements.
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- B.- The Landlocked Developing and . the Least;Develoﬁed Countries -

115. TFollowing the recommendations of the First UNCTAD a new
convention on the transit trade o6f landlocked countries had been
worked out. . &Y the time of the Second UNCTAD the focus of attention
could be shifted from the legal and institutional to the

~implementational aspects of the problem. In particular, the cost

of transport and transit services was considered to be a. continuing
impediment to the international trade of the landlocked .countries
which merited special measures; - The recompmendations that were ﬁade
fo: the developed countries and internationazl institutions to extend

support to the improvement of traunsportation faecilities serving the

- landlocked countries have created a permissive situation that would

now have to .be followed up by the drawing up of specific projects of

transport develnpment for the benefit of such countries. .

'116. The Conference also accepted that the landlocked countries

encountered other peculiar provlems in the process of their
development and requested further studies on the subject. In view
of the number of Africen countries that are ‘involved the action
required would be for the ECA Siscretariat to participate to a

substantial degree in this work,

117. One of the most important of the new lines of thLought
underlying the crecwtion of UNCTAD and the whole evolution of
internatichal trade policies was that the rights and obligations

of different countries should be relmted to their ‘economic
situation in some suitable manner; conversely, that countries

at different levels of development need o be treated differently
before the system of international ecobnomic relaticns can be
considered to be equitable and adequite 1o the needs of development.,
In their meeting preceding the Algiers Conference of the Group of
77, African countries proposed the question of special measures

in favour of the least developed countries as one of those to which
special and priority attention should be given by UNCTAD, In the
Charter of slgiers the developing couniries identified the areas of

policy in whéch nction in favour of +Hé' least developed countries




E/CH.14/437
Page 50

could be taken. The second Conference however could not adopt
a clear position on giving priority to the needs of the least

developed countries the international trade or financial policies.

118. It would seem that essentially the follow-up action that is
required is to prepare an adequate set of specific measures,
including internatiohally acceptable programmes for the overall
development of particular countries that are among the least
developed, and to mobilize international assistance for their
implementation. By any criterion the African region contains a large
majority of those countries which cah be considered to be amohg

the least developeds I3 is accordingly proposed.that the ECA should
study, and promote implementation of, efficient measures to be faken
in fields where the priority needs of the least developed cdunfries
might find acceptable recognition, including new efforts to fender
technical assistance to the countries in the formulation of projects
and programmes. While this proposal is being adopted end carried
out by the Commission, it will be necessary for African countries
within UNCTAD and other international forums to keep this subject

in the front of world attention.

119. It would appear that any attempt at a realistic international
development policy for tae gccond United Nations Development Decade
cannot avoid giving serious consideration %o the problems of the
least developed among the developing countries. It should therefore
be incumbent upcon the United Nations as a whole fo collaborate in
order to provide the various elements that will have to go into a
positive policy zimed at implementing special measures for the least
developed countries. In view of the globval implications and
importance of any programme in this field it would be reasonable

to expect that the international community as a whole assumed
responsibility for carrying such a progr.mae to a sguccessful
conclusion. African couniries should accordingly mobilize support,
in the various orguns of the United Nations, for the establishment of
.2 Special United Nations Programme in favour of the least developed

among the developing countries.

.





