jA‘ipw‘,:‘ . | LxJﬁJd‘lE’nns';;;Ficji w_é f.'viﬁ"n . \;:,Efﬁ _

33
wmutmom_ <$

ol pigstr.: GENERAL
UNITED NATIONS T E/CN.14/703

ECONOM[C AND SOCIAL COUNCIL 16 March 1979

Original : ENGLISH

CONFERENCE DOCUMENT

ECONOMIC COMMISSION FOR AFRICA

Pourteenth s&ssion/Eifthimeeting Agenda Item 11
of the Conference of Ministers

Rabat, 20-28 March 1979 . _ ﬁ o :2‘“

I 0w )

(:Efi}amsqf
ans au

Co e el e

TRANSNATIONAL CORPORATIONS IN AFRICA: SOME MAJOR ISSUES

RBT/79/39



E/CN,14/703

I

INTRODUCTION

II.

I1I.

Annex:

CONTENTS

Paragraphs

- e e = w wm m = & = 1_2'

Transnational corporations
in Africa = = = = =~ = = =~ 3

20

Major issues relating to

the activities of

transnational corporations

in Africa ~ = = = ~ = = « = 21-72

Summary and conclusions - - 73-74
Draft work programme and

priorities relating to
transnational corporations

‘Pages



- E/CKN.14/703

Introduction

1. The purpose of this paper is to identify the major issues relating to

the activities of transmational corporatlons in" Africa and their significance
from thé standpoint of the socio—economic development of the region with 2.
view to the Conference recommending some policy measures whlch member States
may wish to adopt in the coming years,

2. It is useful to siress that the assessment of the costs and benefits

of transnational corporstions in Africa is not =2n easy matter. This is
because existing methodclogies for such an analysis are still inadequate as
research in this area is relatively new. Moreover, information on such
activities in Afriea is not readily available at thig point. Despite these
limitations, it is important to have an understanding of the major issues
of concern to African Governments and to assess their significance in light
of the available information.,

PART I ¢ ECA AND TRANSNATIONAL CORPORATIONS IN AFRICA

3. 1In 1974, the United Nations General Assembly created the Commission on
Transnational Corporations as an intergovermmental subsidiary body of the
United Nations Economic and Socilal Council, It is a2 forum within the
United Nations system for the comprehensive and in-depth consideration of .
issues relating to trausnational corporations;and for spelling out areas
of priorities for study ad action in this field. _/ In order %o implement
pelicies of the Commission on Transnational Corporatiorfsthe Economic and .
Social Council also creszted the Centre on Transnational Corporations (orxe)
is located in New York, 2s an sutonomous body within the United Naticns
Secretariat that serves as a focal point for global issues on transnational
corporations and acts as secretariat to the uomm1351on on Transnational
Gorporatlons.

4. The objectives of the work programme of the Centre are to further the
underatanding of the natvre of transnstional covpora®icns and of their
political, legal, economic and social effects on home 2nd host countries

and in international relations, pariicularly between developed and

developing countries; to secure effective internationsal arrangements aimed

at enhancing the contribution of transnational corporations to national
development goals and world economic growth, while controlling and eliminating
their negative effectz; and {c¢ sirengthen the negotiating capacity of host
countries, in particular the developing countrleq, in their dealings with
transnational corporations,

5. In order to support the work of the United Nations at regional levela.'
the Economic and Social Council called upon the Centre on Transhational

1/ See United Nations General Assembly resolutions 3201 (S-VI) and
3202 (S-VI) of 1 May 1974 containing the Declaration and the Programme of

Action for the Establishment of a New International Economic Order;
resolution 3281 (XXIX) of 12 December 1974 containing the Charter of Economic

Rightg and Dutieg of States; and Economic and Social Council resolutlons
1908 (IXII) and 1913 (LVII) of 5 December 1974 on transhational corporations.
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Corporations and the regional commissions for Africa, Asia +the Pacific,
Europe, Western Asia ang Latin Awcrica to create jeint units. In

the African region, prior %o the creation of the Joint sua; CINC Unit .
6n Transnational Corporations,; ECA commissioned a four-man mission to
undertake a survey of transnationals activities in 16 African
countries, representing each subregionq-g/ fach member of the mission
visited four countrles during 1977.

6. The mission®s findines, which are summarized below, served as
the groundwork for the establlshment of the work programme of the
Joint Unit.

(é)‘ Agriculturs:

Te In most ~f the countries surveyed transnationals were found to
rlay an important role in the cash-~crop and food processing industries,
dating back to the colonial period, More recently, agro-business
companies have started a new thrust of foreign invesiments in capital-
intensive: and high technology projects ranging from livestock and dairy
rroducts to highly mechanized cultivation of such traditional crops as
maize and grcundnuts., The impact of these developments has yet to be

u't'llu.lx, G

8. It was found that some countries have taken steps to control the .
activities of {ransnational corporations in major parts of the
agrlcultufaL &GC‘OT, including marketing. COthers continue to practica
an open door polioy toward tran%natlonalb in agriculture.

9 The activities of transnationals in African agriculture were
found to he concentrated in the following products and indusiries:
coffee, tea, cocoa, palm products, sroundnuts, corn, sugar, oilseeds,
fruits and vegatables, cotton and wood industries. Thc major
corporations iunclude Lonrho, Unilever, Nestle, the Commonwealih
Develcopment Corporation, Tate and Lyle and Lib2y.

(b) Extractive industries

v e

10 Given the importance of this seotor, mosti of the countries surveyed
have taken steps to control foureign companies, but the measures taken

by these cownries hare not necessarily led to erffective control. In
particular, they have resorted to gquity shares, including majority ownership
by the nost sountry, which has teaded to lecve effective control in the
handm of transnationals througl management and tecnnical assistance.
Bxception should be made in the case of petroleum production where the
producing countries have succezded in swning and controlling oil companies,

a/ The countries visited by the mission were: Algeria, Botswana,
Keypt, Gabon, ke Ivory Coast, Kenya,. Lesotho, Liberia, Morocco, . -
the. . Niger, Nigeria, Sierra Leone, the Sudan, Swaziland, Zaire and Aambiaa
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11, The major mining products which have attracted transnational
corporations include petroleum, diamonds, iron ore, copper, bauxite,
coal, uranium, etc. Some of the transnationals still in control

of mining industries include the Anglo-Ameriocan,. Corporation and
the DeBeers group in South Africa and Bureau Genéral de Recherches
dinisres in French-speaking West Africa, I

(¢) Commerce and indudry

12, The pattern of the involvement of transnational corporations in
this sector varies depending on the level of development of each
country and the control mechanisms used in it. Where control is weak,
it is found that the higher the degree of industrialization, the
greater the involvementby transnationals. But in abselute terms, the
level of that involvement remaine modest compared to what it is in
other regions. The reason commonly given is the small size of most
African markets,

13, Some of the oountries visited sought to attract private foreignm
investment by changing their strategies from import-substitution to
erpert—promotion. But this shift appears to have failed to result in
a substantial increase in the level of foreign investment in manufacturing .
industries, It should be pointed out that the smame countries find _
themselves competing with one another as they (ffer similar incentives to
prospective foreign oorporations. : ' '

14. The industries in which transnationals have been most interested
inolude infrastructure (dams in particular), petrochemicals, .
pharmaceuticals, textiles, food processing, beverages, footwear, and
assembly-based industries (trucks, antomobiles and some electrio
products), The major corporations include Lonrho, Unilever,
Bayer, Fiat, Berliet, Bata, Philips, Singer, IHM, Saviem, eic, Mo
~data are yet available on the extent of their involvement all over
Africa,

(d) Tourism and servigces

15, Information on this sector is still sketchy, The mission found
that tourism—oriented countries zttract large international tourist
ooncerns which tend to control most aspects of the tourism industry.
In one such country, however, the Government has taken steps tﬁf
encourage local entrepreneurs in co-operation.with 3tate enterprises
to oontrol nearly 90 per cent of the tourist-oriented infrastructure,
But Foreign groups continue to organize and manage the actua}_tourist
aotivities. Transnational banking is another area where foreign '
interests play a decisive role and seem to cause serious concern to the
Governments of many of the countries that we:e visited. Despite their
predominance. in the financial sector,,ﬁransna$ipnal'banks do not appear to
be willing to. assist host Governments in financing their development
plans, o : : ; :
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(e¢) Relations between gransmotional corporations and

host Governments . _
16, The mission found that the control measures undertaken by
host Governments have on the whole not been effective except in
the cases of nutrlght n-tionalization. Elsewhere, control through
leg1slat1ve, ‘institutional -and other. means oould easily be frustrated
by transnational corporatinns. Tranafer pricing, management, engineering -
and financial ocontrol were used effectively by transnatlonals to escape
the measures by the host Governments, - ;

Lf) Establishment of the JOlnt ECA/CTNC Unlt on Trensnational
' Corporatlons

17. The Joint ECA/CTNC Unit became operatlonal in October 1977 as
part of the International Trade and Finance Division of the ECA
secretariat. 3/ It is the focal point for activities of the Centre
¢n transnationals in Africa, especially in the fields of research,
information and liaison with the Governments of +the region, Thé
Joint Unit is responsible for the following functions:

g) To a551st African countries in develo;&ng national and
rnultlnatlonal policies and capabllltles relating to transnational
ocorporations, To this end, the J01nt Unit, in oco-operation with the
Centre on Transnational Corpor tlons, shall organlze and carry out
advisory services, training’ workshops, seminars and regional
intergovernmental meetings on matters related t6 transnational
oorporations;

(b) ,To conduct studles, arialyses and related activities
on eoconomic, Social and institutional issues on transnational
corporations concerning Africa, in particular, through case studies,
The Joint Unit in this way provides inputs for the studies and
analyses carried out by the Centre and dther United Nations bodies;

(¢) To develop contacts with and monitor the activities of
African governmental as well as non-governmental organizations in
order to explore and 1identify the problems ‘and needs related to
transnational oorporatlons, and assist these organizations 1n meeting
1t hem; _

(_) With the supprt of the Reglonal Data Bank to be establxshed
by ECA, to assist the Centre on Transnational Corporations in
collecting and analysing 1nformat10n on matters related to transnatlonal
corporations in Africa as an 1ntegra1 part of the comprehensive
information system of the Centre on Transnational Corporationsj

Ag 3/ Ssee Economic and Social Council resolution 1961(LIX) and the
Agreement between the Executive Secretary of ECA and the Executive Director

cf the Centre on Transaational Corporations establishing the Joint ECA/CTNC Unit
on Transnational Corporations for the African region,

. Eae

R
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(e} to assist the Centre on Tranmational Corporztions in
identifying and acting on areas of co-operation with African
¢ rganizations outside the United Nations system dealing with the
subject of transnational corporations; and

(i) to assist the Centre on Transnaticnal Corporations in its
werk related to the preparation of a ocode of conduct,

18, Owing to the lack of adequate information about transnational
corporations in Africa, the bulk of the work of the Joint Unit is
devoted to research, studies and the collection and establishment of

a comprehengsive informetion system on transnatiomals, Its information
activities inelude the preparaticn of profiles on major corporations
operating in Africa, the ccllection of contracts and agreements signed
be tween transnationals and African Governments, as well as laws and
regulations governing foreign investment in Africa. This information
will be made available to States members of ECA when it is adequately
processed.

9. In the area of researclh the Unit has been conducting studies on
the activities of transnational porporations in the field of primary
commodity exports (e.g. coffee, cocoa, cotton, baixite and copper)

wita a particular foous on the process of negotiation between African
countries produecing these commodities and transnationals, The Unit has
a lso initiated a study on the Impaect of transnationals on the balance
of payments of African countries and is in the process of planning

s everal other studies., BSome of these studies, e.g. tourism and banking,
arebeing planned in close co—ordination with the Centrc of Transnational

Corporations.

20, In the field of technical advisory services, the Joint Unit works

o lossely with the Centre in providing member States with the

as sistance they may recuesi, 7The Centre has also commissioned studies
on the role of transnationals in banking and in tourism in Africa. A
paper on transnationals in southern Africa was published in the CTC
Reporier. In addition, a number of workshops on negotiations with trans—
nationals hove already been organized at the national and subregional
levels, Workshops, seminars and conferences will be a permanent feature
of the work to be undertaken by the Unit.
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PART II: MAJOR ISSUES WELATING TO THT ACTIVITIES (F TIONSMATIONAT
- L At

COIRPORATIONS I APLRICT

t
i
]
,

The nature of the problem

21. The activities of transpaticnal corporations involve many sectors and sub-
sectors of the African economies. Issentislly. the decrec of intensity of, their
impact tends te vary from one country to another, derending upon the degree'of
involvement in each casz., Thus any generalization about the impacts of trans—
nationals on iLfrica’s socin-development process runs the risk of over- '
simplification. However, from a goneral standpoint the major issues relating to
he activities of transnationals in Lfrica can be sst out as follows: financing
economic development: transnational corporaticns and employvment in Africar issues
ralating to the purchase and acaquisition of technology by African countries-
impact of transnetionals on the balance of payments of African countries:
restrictive and corrupt practices: negotiating capability of nfrican countries
vis-¥-vis transnationals: issucs of developine a comnrehensive information systom
relating €7 transnaticnals;collectiva self-reliance through regional economic
co-mixgration: lssues of owmaershkin and eontrnl of resources: and issuas relating
to the formulation and implementation of an internaticnal code of conduct. These

issues arc each examined in turn below,

ent

{1} Financing economic develou

22. The mobilization of resources, both local and foreign, and their utilization
to promote a faster rate »f economic growth in Africa constitute malor econonic
policy issues. In terms of transnationals. it can be stated that the financing
af economic develonment projects is an area where such corporations could make
one of their greatest potential contributions o nNfrica’s development. 4/ Yet
it is also in this very aren that Lfrican nountrias experience some of the
greatest disappointments in their relaticnship with the corporations.

23. In African countries, the Government determinces davelopment policy through
the nationnal develomment <lan and expacts the private sector, including the
transnationals, 4o play a significant part in the financing ~f dsvélopment
nraojects. Parastatal financial inscitutions such as davelopment banks lack
aither the power or the -pportunity to raise funds over and nbove the inadequate
apital subscrintions from private concerns or subventions from the Government.
Tho lattar itsclf directly mobilizes some raescurcos through Suties on imorts
and oxnorts, nroporty taxes, personnl incone kaxes and othor forms of taxes,
sumlomenting such revenu: from intornzl and oxternsl borrowing.

24. 7wing to thelr suparine knowlaige and tachninmues in proparing financially
sound invostment packages, thair scals of opoerations and their oxtensive inter-
naticnal comnerions. transnational cornor-tions sre generally nhia to obtain

ina of this issue within thoe context of worid economy.
see TIghard J. Barnet & fonald . Muller, Global reach : Thoe power of the multi-
national corporations, Mow York, Simon and Schuaster. 1574, chapter 7.

-
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greater resourcaes than can be negotiated by most individual African Governments
or indicenous enterprises.  Transnationals do not nccessarily finance projects
through cquity investment drawn from their own resources, but rely largely on
loans for the greater portion of tha financing. Conscecuently. in many cases,
the debt/equity ratio of 2 project may be pitched so high as to require minimum
financial commitment on the nart of the forelirn invastor.

25.. In the financing of economic davelopment, an important problem that coften
arises in negotiating with transnational corporations for the establishment of
projects, relates to the fixing of fair and advantageous debt/equity ratios.
Further problems arise in the formulation of an over-all development policy

for restructuring the money and banking institutions from a developmental
perspective and to follow up this strateay with concrete ~~1 zlaar

policy guidelines on a periodic basis and especially in time of economic crisis
when drastic measurcs are called for., Such institutional restructuring and
interventionist measures which would haln €0 channel a greater flow of resources
into the African economy as develapment procceds become difficult where trans-
nationals wield the ecntralling hand.

{b) Transnationals and emplovment in Afrieca

26. nnother equally important policy issue in Africa’s develomment efforts
ralates to the creation or improvenmznt of employment opportunities. The key
issuns can be summarized by the following points: What is the significance of

the foreign companies' contributisn to the level of employment of African
countrics? Do these companies help to davalon cmployment generating capabilities
in these countries? o they help to develop gkills which would meet the neoeds

of the host countries? The three issues are tied to the kind oFf production
function used by the transnaticnal corporations which, in the final analysis,
determines the lavel, composition, quality and icng-term contribution to the
host economy of the personnel empicved by the corperations. 5/

27. The contribution by transnational cornorations to the lavel of employment
in host countries has been shown by several empirical studies to be relatively
unimportant. For example, it is estimated that the total number of employees
of transnationals operating in all developing countries ranged from 3 to 4
million in the mid-1%970s. The estimated total loabeour force of these countries
ranged from 600 to 700 million. +/ Thus, emnloyment by transnationals barely
reaches 2 per cent of the labour force. By themse™ses tloese statistics are not
very meaningful except perhaps in disputing the claim made by some transnational
executives concerning their corpanies' contribution to emnlovment. '

5/ See C.V. Vaitsos,"Employmont effects of foreign direct investments in
developing countries” in Dmploymont in Developing Nations, Edgar 0. Edwards (Ed),
New York, Columbia University Press, 1974.

E/ G.L. Reuberm, Private foreirm investment in devélopmenta (Oxford, 1973).
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28. Transnational corporations still insist on maintaining their control over
engineering and management nosts thrcusiithe use of thelr own nationals, or in
any covent, expatriate “ecorporation men”. Thus, in one study based on some 50
nrojects, it was found that local employees filled virtuzlly all nroduction
nosts, over 90 per cent of supervisory nositicns {(foremen and the like), nearly
80 ner cent of middle-~level sales and marketing functinns, but only a very small
proportinn of engineacring and managoment nosts. and virtually none of the top
nanagenment positions. 7/ To insist on greater indijenization of transnational
corporatisn emplovees is only 2 small step which wonld result meinly in improving
the material situation of local employees, Indesed, excent for top management,
many transnationals are willing to indigenize. ' They cven are willing to train
local recruits for all but too manacement posts. But this appreach cannot
provide African countries with an adequate solution if the foreion company's
choice of téchnology and production rrocess is left untouched.

29. In examining a proposed project o be financed by 2 transnational, the
host Government often experiences probloms in determinine specific crltnrla for
the choice of ths kind ~f technnlog gy and subsequent emplovment contente of that
nroject. The critical dquestions that are difficult to answer are whethcr:

(1) the training policy of the foreign company is likely to dewvelop skills which
have, long-tern bffects on the promotion of the country's pocl of technological
labour force; (ii) the training is cansistent with the country’s own educational
and training programmes: (iii) the foreign company's employment and training
nolicies can develon managerial and entreprencurial skills which -can be used
fruitfully outside the company: (iv) scricus attention has baen aiven to labour- .
intensive production nrocesses, althourh some sectors may require the use of
high~technnlogy processcs suﬂh ag oil, matal and chemical industries; (v} ways
can be found to scale dovn imported wroductlon processes without reducing
efficiency =r productivity whilz increasing emplovment opnortunities: and

{vi) the foreign company adheres to thz host country's social welfare, health
and employment nolicies and regulatioas. ’

(¢) Issues relating to the purchase and acguisition of kachnology by
- African countrios

30. Tho cuestion of the acgquisition o7 tzcehnology for hAfrican development posos
far greater issues than is sometimes readily aoprecliated. An issue of concern
o host Governments is how to acquire oy “wrchase technolngy from transnational
“gormorations without incurring oxcessive costs demanded by transnational
corporations. An oqually important issue is o ensurz that the imported techno-
logy to be ingorporated int> the host countries' develonment strategies is
"approprinte” to their level of development and nrovides spill-overs on the
local aconomy by enhancing the domestic technelogical capability. 8/ Another
_concern for African Governments is how 0 devaelon local aechnologlcal capa-
bilities which wnuld for a2 time, complement 1mported tnchnoioqy and, . ore
important, lay the foundatlon for th2 achicvement of technologlcal selfﬂrellance°

) I/ 1o ij.d, chapter 5.

&/UNC“ADF dandbook on the nmeguisition of tochnology by developing eountries,

page 4.
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3l.  The term "technology" nceds to oe morc properly defined zs "scociety's pool

of knowledge regarding the industrial aris” 2/ or "the study and practice of
develoning Dract1011 uges of the findings of science towards production or improveilent
of goods or services" 19/, Under the new definition, "technology" refers not only

to production techniques, but to thc whole range of categories .of practiczl knowledge,
covering production, trunsfornatlon, Cistribution znd warketing of goods and services
as well as such supporting activities as fraining, research and development, mobiliza=—
tion of human and materinl resources, institutionclizition of organizations for the
development of technology, ctcs Under this definition and zssuming that a genuine
transfer does takes place the transfor of technology from transnational corporations
to African countries takes on 2 new neaning and hecomes notentially more fruitful,
African Governments would then go boyond "econtractual transfer"'" through licence
agrec‘enta and the like and insict on a2 genuine transmission of knowledge through
training, research and development including development Un-thnlr capacity to transfors
the technology that has been "transforred” to thom,

32. The overriding considerations with regard to the "transfer" of technology are
the followings: (2) the predominance of transnationdls in the international market
of technology, particularly industrial-menagerial lechnologys (b) the weakness in
the bargaining pouers of African countries with regard to the satisfaction of their
technological neads (c) the confusion ond myths surrounding transnational~generated
technology and the allegod nced for it; and {¢@) the subsequernt dissatisfaction of
African policy makers with the conditions under which technology is acquired from
transnationals and the impact of that technology of their ocieties.

3. The predominance of transnationak as sellers of tbchnology can be cxplalned
briefly by the following frcters 11/ the large size of transnational corvorations
often located in highly concentrated technology-intensive sectors. This makes them
important centres of scientific and technical production: and the large expenditures

Sec Bawin Mancfield Industrial Rescarch and Technological Innovation
NoY iohis Norton (1968) and Jack Baransca ' lIransfer of Tbchnlcul Knowledge by
International Corporations to Developing Bconomies”, aucricon Feonomic Revicw,

56, (May 1966), pps 259-67.

10/ ECA; The Aonlication of Scicncc and Technolo log v to Develoment‘ in Airlca
(ay 1978),

. i l}/_ Sce Cefie Michacl "The internoational fransfer of technology and the
aultinational entreprises" Development and Change, 7 (1975), 157-17& and Miguel
Hionewek "Notes on technology transfer through multinational entreprises in Latin
America" Development end Chtnaa, 7 (1776), 135-134.
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devoted by such corporations to reach and develo»ment (R&D).
several studies have shown that these expenditures reach up to $0
per cent of all funds devoted to R&D activities in industrialized
OECD countries. 12/

34, WMot only do transnational corporations hold such an over-
wheglming power as sellers of technology, but they also increase their
monopoly position by ty¥ing. up the sale of technology to investment
packages and forcing African countries to negotiate for the package
as a whole. Civen the urgent need for capital in most African
countries, the desire to get transnational-generated capital often
overshadows the importance of negotiating for a genuine transfer of
technology. This results in relative weakness of African countries
iy their technological capakilities. 13/ e '

35. This dependence is reflected in the ratio cf imported knowledge

to Rfrica's production naseds, the haphazard imports of that knowledge
without the use of efficiency criteria and the one-way flov of knowledge
reducing the potential for exchange and assimilation. Weakness and
dependence result in (a) the loss of contrel of decision-making in
nrogramming, production and marketing; {b) the freguent import of .
inappropriate technology in terms of inputs and the type of demand
created, and (c) the reduced negotiating power of African countries

in the purchase of technology. 14/

36. lMost transnational corvorations insist on selling technology.
capital and management in one “package”. This cives them an effective
control over the use of their technology in all phases of a project
including feasibility and market surveys, engineering design, plant
construction and installation of equipment, process technology, manage-
ment and operation of production and marketinea. -

37. The attempt by some host countries to exercise control over the
technology component of a foreign project through joint-venture
schemes, including majority ownership of eqguity, misses a central
issue. Control over a focreign company can bhe exercised mnuch more
effectively through technology than through ecuity participation.
Majority equity ownership will neither reduce the technological
dependence of the host country nor ensure a genuine transfer and
diffusion "of the imported technology. The main issue in this regard
is the need to insgsist on “depackaging®™ technology from the other
components of the foreign project. This can usefully bhe achieved
within the context of (a) control of the transfer of imported technoloqgy;
{b) setting up alternative ways of acquiring technology;and

(c) inectvoration of the technological needs of african countries in
their development strategies and programmes.

12/ See United States Senate Covmittee on Pinances : Implications of
multinational firms for world trade and investment and for United
States Trade and Labour (Washington, 1972) prn. 562-569, and K. Pavitt:
"the multinational enterprise and the transfer of technology®™ in
J.H. Dunning {ed) :The Multinational Enterprise (iLondon, &llen &
Unwin Ltd., 1971), p. Gl.

13/ See The application of science and technology to development in
Africa, EC: op. cit.;UWESCO Survey of the scientific and technical
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(d) - Lupoct of tronsnstionnls on the bqlunCL—ofﬁpuvm suts of Africon
;ountries

38, Ancther importount issuc affecting Africo's development efforts is the prob-
lems of balonce of poymento. The balinceof=poyments difficulties focod by
mony Africon countries cre due to mony freitors, somc of which ~re beyond their
contrcl, The key imsue here iz the upecific role plcy”d by transnctioneals
cdding to those difficultien, The follewing discussion will focus on (i) the
axtent to which the impoct of tronsnctionzls con be monsured, (ii) tn cesement
of thot impret bazed on woilrble ovidence, and (ii1i) proposzls for corrective
MELBUIC e

39, Tc mecsure the full range of effcets of the operctions of transnationals
on the balones of payment: of hoost coumitries would recuire o grester degree of
cnalysin thon is poseivle in thlg hrizf popere. To thiz end o puper on the impact
of tronenctioncic on belones of pogments in Africs 1w under preparntion, For the
moment, it moy be uzefud to 13”1n Ly distinguishing hetween "direct effects™ ond
“indircet szuctﬁ"_ﬂﬁ/. The direcct offcects result first from the initizl effects
of the flows of capitol snd imported copital goods for the establishment of an
2ffilistes; sccond, from the recurvent offects of the ~ifilirtes’ oxports, imports
of inputs, service ond moncgement foes, dividends snd intoreet poyments by the
affili-ter ond ary other disguised or hidden payments incurred by the zffiliste
28 o result of soy, tronsfer prioing or payment 'or R&D activiticsy and third,from
the termincl effects of the repotristion of copital end repayment of lonns., With
the cxception of hiddean or dlogalsed paymentsy direct effecte cre beth identifiable
and menourebhls, ot least when bolrnce-of-payments strtiotics sre compiled thoroughly
and regul-rly, '

40s The indirect effects roogult from the Timmedinte multiplier” effocts of the
initinl injection of copitol inte the economy which can incrouse aggregate demand and
income with subsequent multiplier effects upon the level of aggregote demond and

the damend for imports. hey alze regult from the Tsustained multiplier? erfscts
due to the current operntisns of the affiliatess. Indirect effects are much more
difficult to isolote ond moosure thin dircet pfinChu. The difficulty iz incrensod

by the need to estimate whot would heppen, in the sbsence of foreign invest-

mente, te the demond for imports and the pgrform,nc of cxports. Analysts he we

yet 1o dovclop ~dequate tocls for mensuring indirect effecte.

4le  The difficulty of measuring the impact of trunmnotional corporations is
further incrcosed by the oxiutence of hidden or invisible_transactions. Thiz is
porticulorly sericus in the cages of the use hy tronsnationals of Mlcoads and
lags' and Ytransfor prlolng” technicuose YLending® iz the payment of r Loan beforc
naturity ond "lageging” ic o delzy in poyrente These procticens are commenly uned
in intro-firm transqactions including trade ond services, transfer of dividends,
intrﬂ»comp*ny credit ~nd loans. Their use, on i struatlons from the parent
comprny, 1 based on the necd to ksep funds in one part of the compony or nnother
depending on such factors as liquidity nceds, exchange rote fluctuationc, tox
~congiderations and the like. The use of leads und loss mekes it difficult to

identify the fr-nsuctions even if thoy appeor wnder recognizable cotegories such
a8 Freyaltice™, "dividends"™ snld ¥interentV. In the balance of .payments, they
often apperr under “errors ond omissions®.

ey

T S

15/ 8ec Madeuf et 2l “Imp.ct of THCe on the balance of .poyments™, CTNC.
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22. Transfer pricing is even more difficult to detect bezause there is as yet

1ittle empirical evidence in the case of African countries. | Yut a number of .
important studies of the impact of transnaticnals on the balance of payments of
several developing host countries were carried out by UNCTAD. I - Thase studieq

are vzluable in that they break new ground and focus on areas of transnationals!
activitics requiring the attention of authorities., These areas cover intra-firn
transactions, including export restrictions and transfer pricing; taxation of

profits and royalties; alternative uses of local capital; technology transfer;

and the degree of protectisn of th: market enjoyad by the foreign company.

43. The UNCTAD studies have shown considerable evidence of the use of transfer
pricing by tramsnmationals. A study of cne country revealed that corporations
over-priced imports cf certain products by anywhere from 20 to 3, ODJ per cent in
comparison with their world market prices. For a sample of 14 fix the averagc
over-pricing ¢f imports ranged from 24 to 300 per cent of worid murhut prices. [/
When combined with the practice of under- pricing exports, the net effect of transfer
pricing can be very Jub tantial indesd and furthcr Aeterldratn the balance-of-pay-
ments difficulties of host countries. Transfer pricing also distorts ths profits
declared by transnationals; the cost of technology, R&D and other fees naid by the
affiliates; and tne intorests paid on intra- company. icans, The curulative and
substantial efiucts of these P;uttlpes, worsened by the extreme difflculty of
controliing them, can all but frustrate the host countries! efforis =t redressing
their balance- o7 payments ¢oficits. )

(e} Restrictive and corrupt practices

a4. Restrictive practices br transnaiional corperations cover a wide spectrum of
activities undertaken by them for the purpose of tightening their control over a
g%ven project or & product line or a particular market These activities include
licensing and »atent agreements intended to restrict trace and technology, cartel
arrangements Ior sharing and controliing specific markets, price fixing, exciusi-e
deallnp arrangements, conzisgnment sel’iyn,-, ate

15/ UNCTAD Intra-firym transactions and their impact on trade and development,
seminad programnc, vepdrt series No, 2, Moy 1078,

17/ ‘'Balance of payments effects of private foreigh invesiment:; case studies
of Jafica and Xeaya,™ Jely 1970, (10/3 JC 3j7“/7d1,2);”831ance of payments and
income cffects of privete foreign J.nvestmen1 in manufacturing; Case studies of India,
and Iran,® Deccaber 1871 (TD/?/C.Z(V)'Misc 1);and “Ralance of pavments and income
effects of private foreigr invesimert in nanuLactuLing;_case studies of Colombia and
Malaysia,'' [i:r 1873 (ntf“/C 3{VI;/Misc.1). Balance of payments effects of private
forelegn investment in developing countries; Summary of case studies of India, Iran,
Jamaica and Kenya', . .2'1 1872 (¥D/134/Supp.1). P.P. Streeter et S, Lall, Foreign
investment, transneticnals and developing countries, (London: Macuillan, 1877),

Part II: The country studies. T

18/ UNCTAD, Main flndlnvs of a study of private foreign investment in selected
deve¢up1ng roautr1es (“D/B/C.;/11J, p.12). See also United States Sconate Committee
on Finance, Impllcqtloﬂs of muitinational firms for worid crade and investment and
for United Stateg trade and lsbour (Washington D.C. 1973) R.n. Beil, "Private capital

movements and fne Unicen States balance of payments position' in ractors affecting
the United Statcs balance of payments, Joint Economic Committes, United States
Congress; I. Polx, I. Megister and L. Veit, United States production abroad and the

balance of payments

{New York, 1968), W.B. Reddaway, Effects of United Kingdom diract
investment overseas [ ambridge, 1067); 6. Hufbauer and F.M. Adl. =, Overseas manufactur
ing ilnvestment and ti:e balance af_pajments (Washingt~r D,C.; United >tates Treasury
Depzrtment, 1958); R. StObHJUﬂ gine investments abroad snd tbeir impact home: Case
Studies on MHES and the Unitcd States Economy (Boston, Harvard U. Press, 1976).
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(1) ZLapoet of tremsnctionsls on the b:lance—ofupquentsgof Africon
sountries

38,  Another importont issue affucting Africoe's development efforts is the prob-
lemz of balonce of poymento. The bolonce—-of-poyments difficulties foced by
nrny Africrn countries ore due to mony fretors, some of which ~re¢ beyond their
control, The key issue herce is the upecific role ployed by transnctionals
dding to those difficulties., The following discussion will focus on (i) the
extent to which the impoct of transnotionals can be mossured, (ii) on cssement
of thet impret Tased on ovailoble cevidence, and (iii) proposals for corrective
Maisuree

39, Te mecsure the full romge of effcets of the operncticne of transnationals

on the Dultncu of paymenty of hest countries would reguire o gresier degres cf
cnslysic than is possible in this brisf papore. To this end o puper on the impaet
of tronsmeticonals on bolonee of poyments in Afric is under preparction, For the
moment, it moy be useful to begin by distinguishing between "direot effects® and
Hindirect offeots™ ,5/ The direct effects reoult first from the initial effects
of the {lows of copital and imported capital goods for the ostablishment of an
offiliates socond, from the recurrent offects of the ~ffili-tes’ exports, imports
of inpute, service smd moncgement foes, dividends ond interest poyments by the
affili~ter ond ory other disguised or hidden payments incurred by the =ffilircte

o ooresult of say, transfer pricing or peyment for R&AD activitiesy and third,from
the terminsl effects of ths repotristion of ceopitol cnd repoyment of loanz. With
the oxception of hidden or disguincd payments, direct effcecte are both identifiable
ond mensurable, ot lenot when bolonce-of-poyments strticiics are compiled thoroughly
and regul:rlye ‘

40e  The indirect offects result from the “immediste muitiplier® offccin of the
initizl injection of copitcl into the economy which can incrouse aggregetedemand and
income with subsequent miltiplicr effects upon the level of cggregote demond and

the demend for importe. They x]¢t result from the Yazusteined multiplier™ eiffects
due to the ourrenﬁ oparctione of the affiliates. Indirect effects are much more
difficult to isolote ond measure thon dirsct offects. The difficulty is incrcensed
Ty the need to estimwte whot would hrppen, in the obsence of foreign invest-—

ments, 3o the demrrd for imports and the performmce of cxports. Andlysts hove

yet to develep ~dequote tools for mencuring indirect effccte. '

Al. The difficulity of mes urlng the impact of trinsnotionel corporotions is
further increased by the oristence of hidden or invisible trans-cticonsz. This is
perticularly sericus in the coses of the une by tronsnationals of Mlendo and
inge’ and Pronsfer prlolnr“ technicuoese "Leading” ic the payment of r loon before
maturity -nd "lagging’ is o delzy in poyment. These proctices are commonly used
in intre=firm transactions including trode and services, transfer of dividends, -
introecompony credit ond loonse. Their use, on instructions from the parent
corpeny, i bazed on the need o kaep funds in onc part of the compony or another
depending on such faciors ag liguldity needs, cexzchange rove fluctuations, tox
considerations and the like. The use of leads and lugzs makes it difficult to
identify the trrmesoctions cven 1f they appear wnder rocognizoble cotegories such
ap Yroyaltice™, "dividends™ ond Yintercst¥, In the bwlunc& of payments, thoy
often oprpe-r under “error: and omieoionse

[ N PP P

12? Sec Madeuf et -~l, “Imp.ct of TWCM‘on the talance of poyments®™, CTHC.



42, Transter pricing is even more difficult to detect hccause there is as yat
little empirical evidence in the case of African countries. - But a number of
important studies or the impact of transnaticnals on the balance of payments of

several developing host countries were carried out by UNCTAD. ° / These studises

'

are valuable in that they break new ground and focus on areas of transnaticnals!
activities requiring the attention of authorities. These arsas cover intra-firm
transactions, inciuding export restrictions and transfer pricinz, taxation of
profits and rovalties; alternative uses of local capiltal; technology transter;
and the degrec of protection of the aavket enjoyed by the foreign company.

43. The UNCTAD studies have shoun considerable evidence of the use of transfer
pricing by transnctionais. A study of onc coeuntry revealed that cerporations
Over-priced imports cf certain products by anywhere from 20 to 3,00u per cent in
comparison with their world market prices. For o sample of 14 firms, the average
over-pricing of jmports ranged from 24 to 300 per ceat of world market prices. ./
When combined with the practice of under-pricing exports, the net effect of transfer
pricing can be very substantial indeed and further deteriorate the balance- of-pay-
ments difficulties of host countries. Transfer pricing also distorts the proftits
declared by transnationals; the cost of technology, R&D and other fees paid by the
affiliates; and the intcrests paid on intra-company loans. The cumulative and
substantial eff.cts of these practices, wersened by the extreme difficulty of
controlling them, can all but frustrate the host countries' efforts at redressing
their balance- % payments coficits.

(e)  Restrictive and corrupt practices

44, Restrictive practices by transnational corporations cover a wide spectrum of
activitiés undertaken by them for the purpose of tightening their control over a
given project ov a product line or a particuiar market. 'These activities include
licensing and patent agresments intended tc vestrict trads and technology, cartel
arrangements for sharing and controlling specific markets, price fixing, exciusi-e
dealing arraneements, consisnment sellin:, etca,

1€/ UNCTAD Intra-firm transactions and their impact on trade and development,
seminar programme. rencri series Ne, 7, May 1978,

17/ ''Balance of payments effects of private foreigh investment; case studies
of Jamfica and Kenya,” uly 1973, (19/3/C 3/79/4dd 2),'Balance of payments and
income effects of private foreign investment 1n manufacturing; “ese studies of India,
and Iran," Pecewn:r 1271 (TD/B/C.3(V)/Misc.1);and "Balance of payments and income
effects of private foreigu investment in manufaciuting; case studies of Cclonbia and
Malaysia,™ ity 1873 (TL/2/C.3(VI)/Misc.1). Balance of payments effects of private
foreign investment in developing countries; Summary of casc studies of India, Iran,
Jamaica and Kenya', Au.ll 1972 (TD/134/Supp.i). P.P. Streeten et 3. Lall, Foreign
investment, transnationals and developing countrics, (London: Macmiilan, 19773,
Part IT: The country studies, T

18/ UNCTAD, Main findings of a study of private forecign investment in selected
developing countries, (TD/E/C.3/111, p.12). See also Unitcd States Senate Committee
on Finance, Implications of multinational firms for world trade and investment and
for United States trade anc labour (Washington D.C. 1973), R.il. Bell, ‘Private capital
movements and the iinited States balance of payments position’ in Factors affecting
the United States balance of payments, Joint Economic Committee, United States
Congress; I. Polk, I. Meister and L. Velt, United Srates production abhroad and the
balance of paymenis {New York, 196%8), W.B. Reddaway, Effects of Unitzd Yingdom direct
investment overseas (Cambridge, 1957); G. Hufbauer and F.M. Adl<>, Overseas manufactur
ing investment and the balance of payments (Washingt~. D.C.; United Stztes Yreasury
Department, 1968); R. Stobough, Nine irvestments abroad end their impac; homes: Case
Studies on MHES and the United States Fcoomomy (Boston. Harvard 1. Press., 1976).
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The ability to-make rational and responsible cholces among competing corporations in
respect ofrparticular projects, and between alternative policies governing the
activities of trunsnationals depends largely on access to, and comprehension of,
rellable 1nformat10n on the competltor and their opexatlons.

55. The avallablllty of adequate information is aleo pertlnenu An the pre -establish-
ment as well as the post-entry stages of transnetionsls' operations. For the purpose
of negotiations leading to the establishment of such operations, host country
officials need; but-do rot often pcssess, sufficient infermation as to the organiza-
tional structure of. the corporation in questicn: for exauple, its geographical
spread, the names of its holding compeny, subsidicries or affiliates, and the per-
centage. share of ownership of the subsidiary by the parent company; the extent of
existing and new investments, includirg the sources of funds; the turnover and
geographic breakdown of the network as & whole: the flow of intra-firm goods and
services and the mode of pricing them and the nature of the technology that is pro-
posed to be introduced as well as where alterrstive sources of technology canh be

develqped

56. Transnational corporaticns may not on their own wish to furnish information

on the extent of implementation of terms and bOnﬁltlonS agreed upon in the agreements
establishing paysicular projects. For example, they may not pursue an agreed rate
of employment and training of: local people; ‘they may alsc fail to develop netional
sources of supply for materials and equipment already agreed upon. Publie informa-
tion on all such issues may be lacking, snd it is therefore important constantly to
monitor establishment agreements.

57. As an attempt to tackle the problem of insuificiency and non-diselosure of
information ontransmation:le, host countries may wish to insist on provisions in
establishment agreaments that reguire the presensation of business information

going beyond that which most Afriecan company laws currently demend. The information
ghould be such as to facilitate the analyses and assessment required for the formula-
tion of rational and realistie govermment policiza on international business
operations. Furthermore, the problem of the lack of comparsbility of aceounting
information should be overcome by the negotiation and adontlon of uniform interna-
tlonal standards.

(h) Collective self-reliance fhrough yegional economic co-operation

58. The role and impact of transnationals on African regional economic co-operation
,COnstltutes a vital area requiring special mention, gi/ The main problem is that
most African States are sceverely handicapped in their eapacity for planned economie
change and rapid development by the limited range of national resources available

to each of them; the small size of their national markets; the lack of capital’
needed to provide lorge-sized efficient industrial complexes; and the inequalities
imposed by thelr small cconomice size in hargaining with foreign interests.

. 538, The range of natural resources available to e wider African regional economic
unit would be such as to permit the manufacture of major agricultural and indus-
“trial products required by a nodern .econcmy. Moreover, investment could be con-
centrated in efficient large-scale plants and soecialization in related industries,
leading to rapid inereases in productivity at reduced costs. In addition, such an
economice unit would be able to exert significant bargaining power on the world merket.

" 21/ For a full discussion of this issue see: Constantine V. Vaitsos, The ¥ole
of transnational enterprises in the latin American economy: Who integrates with

" whom, how and for whose benefit? Repert prepzred for the UNCTAD secreteriat, ldma,
Peru, 15 May 1978. ' B '
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60. 'The general expectations are that transnationals would not only weleome but
could also actually work towards the achievement of such an econcmie fremework,
which wouldgyarznhbe: them economies of scale in production and wider markets fer
their products. Yet the actual policies and motivations of transnationals often
compel them to sidestep African institutions for co-operation in preference for
their own systens of product and merket integration.

6l. Yaot transnationml corporationa tend to he prim~rily interasted in economic integ-
ratimonly in so far as it affords them an opportunity to market their international
brands of products either manufactured sbroad or nmerely assembled by the branch -
plants or extensions of their producticn lines in Africa., In other words, while
trensnationals would seek to reinforce vertical integraticn, they do not appear

to be enthusiastic about horizental cc-operation. Such sn approach does not
contribute significantly to the growth of technical skills in the community and

to real industrial development, for what is largely invelved is the utlllzation

of exzstlng facilities in the cconomic co-operation grouping.

62. Furthermore, transnationals tend to concentrate in mctivities such as mining
where unit production costs are low bubt returns are high. But these are precisely
the areas in which intra-African trade hardly exists, uoreover, since mining tends
. To be country-based, regional integration suffers a set-back %0 the axtent that
corporation resources are geared towards the mining industry.

63. Unless adequate measures are adopted, o situation could be ereated whercby
the advantages from regicnal economic co-operation are primarily reelized by
transnationals which undertake the production, marketing and distribution of
comodities produced from integrated industries. The success of regional integra-
tion programmes is determined essentially by those whe owm and control the means
of production, because effective decisions can be taken only by those who have the
resources to back such decisions. '

(i) Tagues roaardlqg ounershin and control of resources

A

64, A major area of development policy relates to the problems of ownersth and
control of resources and the resulting reletionship between host countries and
transnationals., The main questions of significence ineclude: (i) how to exercise
effective control over the activities of transnational corporations and (ii) how
to ensure an optimal degree of Their integration into the loeal economy. The
question of control of transnationals by host Goverrments continues to be one of
the most controversial and confusing prdblems foelng all parties concerned.gg/‘

For the sake of clarity, it is useful to distinguish between two general appruaches
to control: majority goversment ownerghip (through equity participation, joint
venture end the like); and effective pOlle control {through taxes and other
regulations). .

65. Various strategies can be chosen for effective control of the foreign company.
For instance, a company can be simply subjected to the law of the host country in
all its aspects as is the case in most industrialized countries. This means that
any change in the law would be automatically applicable to the foreign company.

Put transnationals tend to resist this formuln and insist on guarantees which would
ensure respect of the negotiated agreement. '

22/ See also, Karl P. Sauvent and Farid G. Levipour, Controlling multinational
enterprises: Problems, strategies, counterstrabegies, Boulder, Cclorade, Wesbview
Press, 1976; and CTC, Transnational corporations in world develqpment- A poegramj-

natioN. Aan_nadtl
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66. Warother measure of control occurs when the howt Governm

icent insists on reviewing all aspects of the projects on a
regulcor basis, including development olans, budget, sales,
employrznt, production levels, etc., But few corpeorations would
be willing to be so constrained. In other cases government
representatives sitting on the board of dirczctors could have a
veto power over all major decisions, ev.n if the host Govern-—
ment holds less tian 50 per cent of ecuity. But government
“representatives tend to be at a disadvantage vis-3-vis company
officials who are in a better position to have access to vital
information (provided by the parent company) and to manipulate
technical data.

67 In the case of governiment ownership of over 50 per cent
of equity, control can be exercised if voting rules ars made to
apply to the following cuestions: appointient and discharge of
the chief executive officer, reinvestment policies, sales of

the company's assets, loans, increase of capital, amendment of
by~laws, transfer of shares, handling of dividends, zppointient
“'and discharge of board mecvbers and any substantial change in the
project.

68. Three key factors which help to determine control are the
composition of the Board of Directors, the role of the General
Manager (or Hanaging Director) and rcsort +o managecent agrece-
ments, The composition of the Board, which is generally propor-
tionate to the share of aquity held by each party, can be tipp«d
in favour of the host Covernment through a special provision in
the agreement. But despite the Beard's mandate in making final
decisions, the role of the General lfanager is in practice more
crucial than that of the Board. e uvsually has a broad mandate
in the day-to-day decision-making procegs concerning all aspects
of the subsidiary's operations. Although ke is formally appointed
by the Board, the (eneral Manager is in fact generally designated
by the parent company and comes from headqguarters or from other
subsidiaries.

69. Another way of controlling the General Manager has bsen
to circumseribe the scope of his mandate by putting certain
impertant decisions outside his jurisdiction. Such decisions
would, involve, for cxamplc, production levels, expznsion, Tro-
investment, profit determination and remittance, 1large-scale
contracts znd s0 on. Another anoroach would be for the Govern-—
ment to appoint its own Guneral Manager whose function would

be to share manageunent responsibilities with the company-
appointed counterpart.
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(;_) The_formul-tion and implementziion of an international cod&‘_'conduct

TCa 4An icsue whieh Africon countries would wish to monltor constontly relotes

to the on~going work on the preposed internztionasl code of conducte The nced for
guch z code originuted from the deliverations of the Croup cof Eminent Persons who
suggested, inter-clie, that the Commission on Tronsnationcl Corporaticns should
evelve 1 set of recommendations which, token tegether, would represent a code of
conduct for Governments ond multlnﬂtlonhl corporstions o be considered and adopte
ed by the Economic ond 3ocind Council, ond review, in the light of cxperience the

fective eprlicoticn «nd continuing \ppll( Lllc(b111tv or guch reoommendationqégfo

The Commission esteblighed on Intergevermment~l Working Group on - Code of Conduct
to deal with this issuce. The Contre on Tronmsnationsal Corporaticns subsoguently
“produced documents which outlined come of the issues relevent to o eode of conduct,
including the scope, content (subct-ntive provizious), ncturc and mechinery of

the code, and o survey of various internctionsl instrunents (wmiversal or regional)
derling with tronsnntionsls 2{,.

7le The n-ture of the code i: cnvisnged oo hoving cny of the following three

brood chorccteristics: (1) an intermetioncl multil-tersl convention; signed and
rctified by sovereign St-tes (home und host Governments)s (ii) o declorstion of
principles (and rulo&), ~dopted ot an internotion~l confercnce by porticiposting sove-
reign Qtatps, and (1i1) o resolution of -n inmtern~iioncl orpgonizction (cegs United
Uations General Assembly or Heonomic ond Social Council), Therc is no cgrecment

on these issucy but the finnl dccisiem on the form of o cede o be odopted would
lergely be determined by how effectively it con be obwerved or respecicd by
tronsnotional corporiitions nnd thelr home Governments. :

72+ The basic iszsues to be the subject nottor for o code of conduct ore very
complex but brocdly would inciude the followingd(- ) general principles  of be-
(2oge obscrvincs of local lrwis, ndheronce to wzoeinl .nd econemic goals
of the host countrics ond ahotenticn fron corrupt practicesy (b) policics snd
preetices of tremencticnols (cege nonm-interference in peliticol offeirs, cwnership
and control of rescurcas, transfer of incpproprinte technology, uoneumer and
enviromaentol protection); (c) co-operztion botween home ond host Governments cnd
issues of jurisdietion in desling with,transnationalﬁ.gﬁfq

g;; Sec United Notiones The impret of multinoticncl ccrporctions on develop-
ment ~nd on intern~ticnal relstions, {B/5500/Revels ST/ESA/G), How York, 1975.

g&f United Noticns Centre on Trooasnationsl Corporastions, Inuurnatlunal_pcdu =nd
regioncl arrong gements rel-ting o ugjnjg:ulon vl corporntiong ( /C lO’)j ond
Corporatlons iesues involved im the formulation of 1 cods of‘conduct (E/C.10/1T).

32/ Sce United Nutiono, Centre on Tronsnotionnl Corporations: ITesuce involved in
the formulction of o code of conducy (E,u. 0,17).
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PART TIT: SUIZLARY 4AND CONCLUSIONS

el

73. . The major transnational-related issues outlined in

part IT of this paper and which ars likely to feature prominently
in Africa's socio-cconomic development in the 1980s can be
sumre.rized as follows:

(a) The problewns of financing economic development
partly resulting from the excessive outflow of
resources from Africa prompted by transnationals;
the lack of direct and visible contribution by
transnatiocials towards Africa's development objectives
and priorities; the adeption of more favourable
investment policics by transnationals;

(b) The absencs of sny real desire by transnationals

T %0 contribute to the solution of unemployment
problems in Africe as well as their reluctance to
help to develop nonagerini snd technicel ckills reguired
in developuent;

(g) The problems of purchasc and acquisition of tachno-
logy from transnationals by African couniries andd
the related excessively tight and exclusive control
over the transfer of technology, including its
research and developrent related to specific African
needsg, patents and licensing;

(d) The impact of transnationals on Africa's balance-
of—-payments positions including problems of “transfer
pricing’ and other unauthorized transfers of resources;

{e) Problems arising from restrictive and corrupt business
practices on the part of transnationals as well as
their attempts to circumvent nationzl laws and regula-
tions concerning the conduct of buginess;

(£) Problems arising out of the relative weakness of
the negotiating and bargaining capacities of African
countries visg~a-vis transnationals owing to a lack
of adecuate and corprehensive information concerning
the full scale of the operaticng of such corpora-
tions ags well as tThe lack of appropriatc institu-
tions to deal with them; and

(g) The problens of restructuring the owncrsnip and

~ contrel of develcopnent resources and the marked
reluctance, if not refusal by transnationals to
accept host country jurisdiction over thelr activities.,

T4. This list, which is by no means exhaustive, is intended
to highlight thoe magnitude of the issucs involved. The =CA
secretariat has slready startcd to exanmine some of these problaems

h%,‘_
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in greater depth with a view to proposing appropriate policy actions whicii

could be considered for adoption by menner States. 4t thic stage, ROVEET;

it was thought cpportune 1o confine the paper teo a hire analytical nresentation
of the facts and issues, as they appear to the secrctariat, with & view to giving
Lember States the opportunity to discuss thern and to consider the various N
izmplications especially at the nolicy-iaking jevel, It iz hobed that the policy .
guidelines for a future course of action could be snelt out in a resolution

shich the Conference of inisters tay qish to adopt following its deliberations
on this issue,.
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Draft work programme and pricrities relating to

tfensnational corporations

Develowning nationazl and regional policies and capabilities
relating to transnational corperations

General lLssembly resolutions 3201L(S-VI) and 3202(8-VI);
ECOSCC resolutions 1913(LVIL) and 196L(LIX) and Commission
resolution 326(XIII).

To mssist African countries in sharpening their perceptions
of the structures, policies and operations of foreign
transnational corporations, building institutional machinery
and capabilities for monitoring and evaluating these issues,
and in adopting effective pelicies: in respect of such
corporations.

I. GENER.L PROGR.MME

(a) Assistance to countries and territories, subregional
and regional proupings in africa (1980-1981):

(i) In developing znd strengthening their
capabilities tec take meximum advantage of the presence.of
foreign trensnational corporations, including the strengthen-
ing of the bargaining positions of African countries in
negotiations with transnaticnsl corporations and the
development of a common [.frican stand in respect of such
corporations; )

~(ii) In evolving a new set of relationships between
transnationsl corporations and indigencus enterprises
including the question of effective linkage between them;

(iii) In instituting = system of bilateral and multi-
lateral consultations and . an exchange of information =among '
~fricn countrics, nnd between .fricn mnd other rogions,
relating to transnational corporations;

{(iv) In harmonizing nationzl policies on the control
and supervisicn of the activities of transnational
corporations through the adoption and implementation of
a code of conduct and other multilateral agreements and
arrangements;

(v) 1In the creation of African intergovernmentsd
enterprises to assume some of the functions of teapsxadicnal
corporations;
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(vi) 1In adopting and 1mplcment1ng interregional
progremmes aimed at the development of concerted action
in respect of transnational corporations, including joint
studies on mutual concern and the possibilities of increased
trade among the interested countries.

II. REGIONAL PROGRAMME
(b) Studies:

Studies of the impacts of transnational corporations
on selected issues and sectors such as balance of payments,
purchase and acquisition of technology, employment and
training (1980-1981);

Case studies on the activities of foreign transnational
corporations in selected key economic sectors or subsectors
such as extractive industries, transport and shipping,
banking and financial intermediaries, import and export
trade (1980-1981);

Study on the reporting and accounting standards of
transnational corporations (1980-1981);

Study on the code of conduct and its implementation

(1980-1981);

Study on negotiation techniques of transnational
corporations (1980-1981);

Study of the impact of transnational corporations on
baby food and beverage industries (198C).

(c) Cellection and dissemination e¢f information (1980):

Collection, analysis and dissemination of national
laws and regulations ~s will as of studies, biblicgraphies
and other forms of dogumentation, dealing with transnational
corporationss

Profiles on selected transnational corporations in the
African region (1980-1981);

Intreduction of annual publicatior summarizing the
main findings and conclusions of the joint ECA/CINC uynit
studies on zctivities of transnational corporations in
Afrioa (1980). :

(4) Conferences, meetings, scminars, training courses and
expert working groups (1980-1981):

Scminar on the framework and problems of implementation
of a code of conduct from the African perspective (1980);
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Regional seminar on the impacts of transnational
corporations on baby food and beverage industries (1981);

Workshop on accounting and reporting standards of
transnational corporations (1981);

Zxpert working group on the role of transnational
corporations in export-oricnted primary commodities (198C);

Repgicnal ministerisl conference on transnational
corporations and Lfric~'s development in the 1980s (1981);

Close coliaboration with UNCTAD, CTC, ILO, Industry,
Trade, Transport =nd Social Development Divisions.



