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INTRODUCTION

1. With powerful inflationary forces at work in the developed market economy

countries, the First United Nations Development Decade ended on an ominous

note for African countriesi Prices on their imports rose sharply in 1970,

after having remained virtually stationary since 19&5. As a result of the

slowing down of growth in many of the most important markets for African

products? the prices of their commodity exports increased on1'the whole at

a much slower rate. The Second United Nations Development Decade therefore

opened with a serious worsening in the terms of-trade--of—the -region*- There

is reason to fear that the effect of the strong inflationary trend in

developed market economy countries and of threats of a further economic '

slowdown in important industrialized countries has not so far made its full

impact on African trade. Import prices are almost certain to continue to

rise, while it is far less certain that export prices will increase at the

same rate.

2. .. African exports increased significantly during the 1960s particularly

in the last years of the decade. However, this very marked growth in export

earnings did not produce any signficant change in the dependence of African

countries on primary commodities and their traditional markets. The

analysis in the'document on the Restructuring of Africa's Trade 1/ brings

out clearly the inability so far of most African countries to develop a

production structure geared to more dynamic international trade activities.

It also suggests a number of conclusions regarding the policy objectives

which African countries should pursue in the negotiations and discussions

leading up to and during the third session of UNCTAD.

3. In general, the third session of UNCTAD will provide an ideal opportunity

for African countries, in co-operation with the other developing countries

members of the Group of 77, to secure effective fulfillement by the developed

countries of the solemn commitments they assumed when the International

Development Strategy for the Second United Nations Development Decade was

adopted by the General Assembly in Resolution 2626(XXV). The nature and '

scope of the commitments undertaken in that resolution should make it

unnecessary io seek after radical hew objectives and goals. The main task

should rather be to ensure the early and agreed implementation of those,/ .

decisions that have already been taken. However, in the course of this

implementation procedure it may be possible or indeed necessary,, to seek for

further improvements, in particular in respect of target dates,

4» The following pages identify main issues on which African countries

might harmonize their positions within the framework of UNCTAD.

1/ See E/CN.H/WP.1/42,
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MANUFACTURES AND SEMI-MANUFACTURES

5« In the field of manufactures and semi-manufactures two issues are of

particular importance to African countries: the introduction of a General

System of Preferences (GSP) for manufactures and semi-manufactures, and

the removal of non—tariff barriers on dmports from developing countries.

The General System of Preferances

6. In October 1970 the UNCTAD Special Committee on Preferences approved

the basis for establishment of the General System of Preferences. The .

Conclusions of the report of the Special Committee, which is referred to

in Resolution 2626(XXIV) on the International Development Strategy, state
that preference - giving countries will seek legislative or other sanctions

with the aim of implementing the preferential arrangements as early as

possible in 1971. GATT agreed in May 1971 that the provisions of Article 1

of the General Agreement should be waived for a period of ten years to

permit the Contracting Parties to implement the system.

7. The agreement reached for the establishment of a GSP is of considerable

conceptual importance. So far two major trading powers have started

implementing their respective preference systems: the European Economic

Community from 1 July 1971 and Japan from 1 August 1971. The EEC system ■

includes all African countries, while the Japanese system initially excludes

Botswana, Lesotho and Swaziland from its list of beneficiary countries until

special rules of origin are worked out to avoid diversion of South African

products.

8. ' However, certain points were not resolved by the Special Committee on
Preferences, one of which concerns the question of reverse preferences.

The Agreed Conclusions of the Special Committee notes that this question

will require further consultations between the parties directly concerned.

A more flexible attitude was adopted in respect of special preferences,

on the understanding that GSP will provide those countries that currently

enjoy special preferences with export opportunities that at least compensate

for -haying to share their current advantages in some markets. This

understanding will permit special preferences to exist side by side with

the General System during the initial years.

9. It has always been the position of African countries that the question

of reverse preferences should be resolved by the developed countries concerned,

The developing countries which are now requested by the United States to

take the initiative to suspend those preferences are not in a position to do

so. It should be obvious that this is a field in which the initiative belongs

outside the region. Those developed countries who now enjoy reverse

preferences and those, like the United States, who demand equal treatment
should between them work out and propose solutions.
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10. The sharing of advantages on a developed market naturally calls for

suitable compensation, for those African countries enjoying these advantages,

and in particular the granting of preferential access for their exports to

other developed markets. If-the question of reverse preferences is not

resolved, these countries may find themselves excluded from certain markets,

while sharing their already acquired advantages in other markets.

11. The possible extension of the European Economic Community through the .

entry of the United Kingdom and other European countries raises some new

queries as to the final characteristics of the General System of Preferences,

At the present time it is not known whether GSP of the enlarged Community ..

will be more like that of the present EEC scheme or that proposed by the

applicants. ' ' " • - • .

12. An analysis of the revenue implications of GGP for African countries was

prepared by the Economic Commission for Africa on the basis of the original

OECD offer of 15 November 1969« 1/ The analysis brought out clearly the very

limited scale of contribution which a general system of preferences will make

to the prosperity of African countries. The new offers submitted

17 September 1970, which were subject for consultations in the Special

Committee on Preferences on the second part of its fourth session, do not

change significantly the conclusions in the ECA study. In respect of some

offers the final agreement represents a step backwards compared with"the

original submissions. The product coverage of some other, submissions improved,

but this only served to emphasize the limited increase in value that could be

expected for African countries if improvements in the system is restricted to

such conventional approaches as a widening of the product coverage.

13- The reason for this is simple. A removal of impediments to trade in
manufactures and semi-manufactures will in itself not bring about a

significant expansion in African aiports at the present stage of industrial
development of most African countries. For this trade to develop, it is
necessary to produce those manufactures and semi-manufactures that can be

exported to developed market economy countries. The GSn will not achieve its

objective in Africa unless i': is con-r'cment-d by intensified efforts in ether
fields. Preferences alone may not increase trade or promote investment.

14. Such efforts should in particular aim at a greater development - orientated
utilization of Africa's abundant natural resources within a dynamic context in
order to exploit the potential comparative advantages of the region. This is
clearly an area in which there is a strong need for national and international
action to join forces so that specific results can be achieved. Studies are
needed for the exploration of each'African country's prospects of establishing
exporterlented industries, and, where they exist, for expanding and adapting
production in domestic industries for exports.

1/ The proposed scheme of general preferences and African countries
02/CN.14/WP.1/28).
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15. While welcoming as a valuable first step the Special Fund project
presented by UNCTAD to UNDP in connexion with GSP for providing technical
assistance to the developing countries,, and in particular to the least

on the whole the projects so far envisaged will concentrate on short and
medium-term solutions through the use of existing capacity to.e^nd.^
of manufactures and serai-manufactures. This assumption of existing indu
capacity may portray the prevailing situation in more advanced developing _
countries, bu? for the majorit, of African countries the picture is different.
In projects for Africa the highest priority consideration should be given to
the promotion and development of export-oriented industries. Since therms
little industry in any event, projects restricted to the assumption of existing
industrial capacity are hardly meaningful. Projects designed for Afrxcan
countries should consequently allow for the installation of new capacity for
exports of manufactured and semi-manufactured products identified as having .

an export potential under the General System of Preferences.

16. It should be recognized that more resources than at present earmarked
for this purpose.will be required if such an expanded programme, of financial
and technical/assistance is to be implemented. The "Agreed Conclusions , .m

its Part V on special measures in favour of the least developed among the
developing countries, calls the attention of appropriate international
organiLtfons'.to "the importance of taking measures relating to the generalized
system of preferences". These measures might include "financial and technical
assistance for the establishment and development of industries likely to
further the exports of products included in the generalized system of
preferences, as well as financial assistance for pre-investment studies for

such industries". . .. .■■•■..

17. The statements made by the preference-giving countries in the Special
Committee on Preferences implied that these countries regarded the General
System of Preferences as one-way concessions, in.other words as a form of aid.
This, conceptual understanding xs also brought out by their strong emphasis
on burden-sharing. If this is so, it is difficult to imagine a less -
equitable system for allocating this aid... The poorest, most needy, cpuntnes
will receive nothing or only insignificant contributions from GSP for their
development, while the richer, more advanced, countries probably stand to ._

gain rather important benefits. It could therefore be proposed that in order
to assist the least developed countries to build up their industrial
production base, and to ensure that all developing countries would gain ■
equitable benefits from GSP, the OECD countries ;would agree to transfer
additional financial and technical aid to countries which are not in a
position to' receive such aid in the form of preferences due to their low level

of industrial development. . • -

18. There are obviously many ways of calculating such short-falls of aid to
the least developed countries under the present GSP. Three approaches could
be suggested. The first is the foreign exchange cost to the importing country

by the introduction of GSP. This cost arises by the purchase of a more

expensive product from a developing country than what would have been bought
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from a developed country if the two products had carried the same duty.

The second cost is incurred by domestic producers because the consumers

are switching purchases to products imported from a developing country.

The third cost is the revenue loss to the importing country by the reduction

-in duty.

19• Only developing countries which are in a position to export manufactured

and semi-raanuiactured products under GSP will benefit from any of the three

forms of aid enumerated in the paragraph above. With a view to giving effect

to the provision in Conference resolution 2l(ll) that the Generalized System

of Preferences should include special measures in favour of the least developed

among the developing countries, and to balance in a more equitable way" the

benefits accruing to various developing countries, African countries may

recommend that the third session of UNCTAD consider the nature,, the modalities

and the necessary conditions for establishing a scheme for additional financial

and technical assistance related to the generalized system of preferences.

Liberalization of non—tariff barriers

20. In the short-term at least the growth potential of exports from African

countries to developed market economy countries lies mainly in goods produced

by light industry. But it is precisely this type of manufactured products which

■is most protected in the developed markets. General non-tariff barriers' are

applied in'particular to such existing and potential export items for

African countries, as textiles, clothing and processed agricultural products.

In-view of the serious handicaps which such obstacles can place on the

expansion and diversification of the exports of African countries, serious

attention should be paid during the third session of UNCTAD to the removal

of these barriers.

21. Quantitative restrictions are one of the most important barriers

affecting the exports of African countries. Others include the so-called

"para-tariff" barriers, such as levies, special revenue taxes on imports,

the use of different tariff nomenclatures and classification of g<~ods for

customs purposes and the valuation of imports for customs purposes

on bases different from those normally applied; and the various technical

and administrative rules on the.imports of goods into a country.

22c At its first session UNCTAD adopted recommendation A.III.k urging

removal of the then existing quantitative restrictions on products of export

interest to developing countries. During the second session of UNCT^D the

developing countries submitted a draft resolution with a detailed and'

specific action programme for the complete elimination of quantitative

restrictions in developed countries by 31 December 1970 and of all non-tariff,

barriers within a period of five years from the date of the Conference. The

Pearson Commission has recommended that no new quantitative restrictions

should be imposed on products of special interest to developing countries

and that all existing quantitative restrictions on these products should

be abolished during the 1970s as rapidly as possible. The International

Development 3trategy recommend; that efforts should be made to implement

measures for the relaxation and progressive elimination of non-tariff

barriers affecting products of interest to developing countries before
31 December 1972.
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INTERNATIONAL COMMODITY POLICY

26. Paragraph 21 of the International Development Strategy states that - -
"all efforts;will be made to secure international action before 31 December 1972,

including, where appropriate, the conclusion of international agreements^ •
:or arrangements on commodities mentioned in the relevant resolution adopted

by the United Nations Conference on Trade and Development at its seconds-
session". - . : ■ ... .-.,: .. ..,;

27. The.record of negotiated international commodity arrangements is not ■'■
encouraging. International agreements exist for coffeey wheat,'tin, sugSr-

and olive.^oil, while an informal "understanding exists in respect■ ^f^tea.'- 1

Thcattempts to negotiate a cocoa agreement over the last thirteenJ-years'-have
borne inorfruit,: while there has been practically no progress in'the-'oilseeds
and oil field. A lack of agreement on export quotas and prices' means'^ha-t? no
arrangements have been in force for sisal since 1970. The virtual breakdown

of^the price provisions in the-International Grains Agreement of 1967'has^
left/-fhe-Wheat Trade Convention without any'powers U influence the market.
Although ;.the International Coffee Agreement has contributed a measure" of '■■
stability to :"world coffee markets, events beyond the framework of ■ the ■:-t '■<■
Agreement .rare now threatening its very existence. ': . ■ »;1*.v.

28.;.-..,.,0nly:.a;,sniall .share of Africa's exports of commodities is covered by any
agreement, i African countries should therefore before<and during the'

negotiations-at the third session of UNCTAD iaim at increasing this" share -
significantly so that commodity arrangements can effectively be considered. -
part of. the.Second: United Nations Development Decade. In particular, ; ;: ! :■:
special-efforts should be.made.to conclude an International Cocoa Agreement
before the third session of UNCTAD. Ways and means should also be found-to
ensure that new international commodity arrangements, or existing arrangements
which are due to be renegotiated, take into account the special problems '
and conditions of the least developed African countries. A case in point is

the International Coffee .Agreement which-will come up for renegotiation from next
year. African countries should endeavour to secure bigger basic quotas than

allocated to them in the previous Agreement, which to a great extent had been
.negotiated on their behalf by the former metropolitan powers. However, given
the rather inconclusive results of the efforts made to bring about
international commodity arrangements after the second session'of UNGTAD, it-■
may be necessary for African countries and the other developing countries-
to,renew.their efforts to achieve a basic reorganization of international commodity
markets* .r;ai..ied m particular at ensuring stable, remunerative and equitable
prices foritheir-commodities. ■ ■ . . ' ... .

29. The Joint ECA/OAU Meeting on Trade and Development has recommended that
a. General Agreement on Commodity Arrangements should be concluded. -The
second session,of,. UNCTAD in Conference resolution 17(ll) urged the UNCTAD
.Committee.on;Commodities to study.the question and to:suggest, steps to enable
the Trade and,Development.Board to. be in a" position to establish a suitable
procedure, for. the preparation, and.adoption of a General Agreement. No ■
visible progress has been made on this question.- It appears that, from.the
point of view of African countries, the international community has not
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directed its work to the different issues sufficiently in proportion to the

substantive interest of the.greatest number of developing countries, and in

particular the least developed among them. The most striking example is the

extreme concentration on the generalized system of. preferences for ■ ■ .*

manufactures, and semi-manufactures us.against the problems of trade in primary

commodities, which for quite, some time to come will be of far greater

importance to the least developed among the developing countries.

30. In the absence of a general agreement on commodity arrangements, the

provisions of individual agreements are being considered on ad hoc basis.

The.on-going discussions about particular rules of procedure and techniques

for dealing with problems of individual commodities has tended to obscure

the over-all necessity for a re-organization of the system of international

commodity policy*

31. A number of.decisions taken in.UNCTAD since its second session, and in

particular those taken at the first part of the tenth session of the Trade

and Development Board, could constitute starting points for the elaboration

of the n.ain elements of a set of general guidelines in the field of commodity

policy. The need for a basic reform of international commodity policy has

been accepted in principle by some of developed countries. African countries

which depend upon trade in primary commodities for the bulk of their export

earnings, should aim at bringing the matter to its final stage at the third

session of UNCTAD. The adoption by the third Conference of a set of

generally acceptable principles and guidelines in the commodity field would

parallel, the revolutionary acceptance by the Second Conference of the

principle of extending general preferences on manufactures and semi

manufactures to developing countries-

TRADE WITH SOCIALIST COUNTRIES OF EASTERN EUROPE ■ :

.32. At its second session the United Nations Conference ori Trade and

Development unanimously adopted Resolution 15(H) urging, inter alia,
socialist countries of Eastern Europe to "adopt the ne :essary measures to

expand further their trade with developing countries, and, at the same timej

to promote the diversification of the structure and of the geographical basis

of this trade with these countries, in order that the largest possible number

of developing countries derive the maximum benefit from such trade". It was

also recommended that "developing countries, in their efforts -to increase

their over-all. trade> give, in particular, due attention to the possibility

of expanding their trade with socialist countries". To further these ends,

a series of steps were outlined.

33. Since the second session of the Conference, some progress has been made

in the consideration of the problems involved in the. expansion of trade

between socialist countries of Eastern Europe and developing countries in general

through various studies prepared by the-UNCTAD secretariat as well as

deliberations of the Sessional Committees set up to consider this question by

the Trade and Development Boardo ■ ■ '
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34' Much remains to be done, however, as regards implementation of

Resolution I5(ll), for which, it should be noted, no timetable had been sete

In the last few years, trade has increased between African countries and

socialist countries of Eastern Europe to an appreciable extent- -1/ However,

there is still considerable scope, not only for expanding the flow of trade

between these two groups of countries but also for diversifying the structure

of that trade which, with a few exceptions, is largely based on exports of

primary goods from African countries against imports of manufactured goods

from socialist countries of Eastern Europe, as well as for enlarging its

geographical basis.

35* It would be helpful, if, as stated in Resolution 15(11), all socialist

countries of Eastern Europe were to "accord preferential conditions in their

procurement policies for products imported from developing countries", and

"take all practicable steps, within the framework of their respective

national economic policies, in order to grant such favourable terms to imports

from developing cou.ttries and to consumption 2/ of products imported"- All

these measures if they were implemented, could go a long way towards expanding

overall trade between socialist countries of Eastern Europe and developing

African countries and diversifying the structure of imports of socialist

countries from the latter, so as to increase the share of manufactures and

semi-manufactures in the same way as is intended by the' generalized system

of preferences. There is also no doubt that a major constraint on trade

expansion between socialist countries of Eastern Europe and developing Africa

would be removed, if adequate multilateral payments arrangements were set up

between these two groups of countries.

36. In discussions and negotations leading up to and during the third

session of UNCTAD, African countries might therefore be well-advised not so

much to press for an entirely new resolution on this subject, as to seek after

concrete improvements, in Resolution 15(ll) with a view to:

— securing commitments as specific as possible 011 the steps that

should be taken to implement the policy objectives outlined in

Resolution lJ5(ll)f especially those referred to above, in terms,

for instance of a minimum rate of growth of trade exchanges, and

- fixing a timetable for the implementation of these commitments.

1/ See document E/CN.14/WP.1/42.

2/ The word "consumption" is underlined to emphasize the favourable impact

that measures specifically designed to encourage consumption in socialist

countries of Eastern Europe; as distinct from general ones intended to

promote imports could have on the flow of exports from African countries

to the socialist countries of Eastern Europe, with respect especially

to food and beverages items.
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CONCLUDING NOTE ■. ■■ . ■ .■ .

37. African countries,'as members of the Group of 77 and because of their
special relations with a number of developed countries, have an important
role to play in the discussions and negotiations before and during the third
session of .UNCTAD to ensure that the present preoccupations of the developed
countries with their own problems will not over-shadow those problems which
are of specific concern to developing countries. By participating effectively
in these discussions and negotiations they should ensure that their interests
are reflected sufficiently in the solutions that will finally emerge.

38. The experience of the First United Nations Development Decade shows that
it is not sufficient to formulate goals and objectives, 'it is equally
important to agree on the means required to achieve these goals and to set
out a timetable for their implementation. It is of primary importance to
the.developing countries of Africa, that-the third session of UNCTAD not only
u %^eration of Previous UNCTAD decisions in the field of trade. Africa
should therefore give high priority to the point that, in agreeing to

measures in UNCTAD, member countries bind themselves to implement such measure
in practice, by national legislation or by other suitable means.


