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EfCN.14/C.1/SR.9(V)

MCNETARY, FINANCIAL, TRAIE AND COMMODITY FROBLEMS

(B/CN.14/174 and Corr.i and Add.{ and -2, 190, 205,
206 and Add.1, 207)

The CHAIRMAN invited the Committee to turn to item 10 of the
- Commission's agenda : lMonetary, finanecial, trade and commodity problems.
Since time was running short, he asked representative to make théir

comments as brief as possible,

Mr. EWING (Secretariat) said that probably the most important
events of the past year for Africa were the agreemént on a new Convention
of Association between African countries and the European Ecenomic ~
Community, and the breakdown of negotiations between the United Kingdom
and the. Community. Another important event was the adoption of resclution
1785 by the United Nations General Assembly, for the convening of a

Conferenoe on Trade and DPevelopmen* in 1964.

The developing countries needed the industrial countries to import
fore of their current or prospective manufactures and to have their foreign
earnings protected from excessive price fluctuations. The existing trade
.régime, baged on reciprocity and non-discrimination, had favoured economi-

cally sirong rnations to ths disadvantage of the others.

The Conference on Traae'and Development was expected to consider four
major aspects of itrade expancion for the developing countries : principles
for inoreasing, diverrifying and finanecing their trade; measures for
ensuring fair and stable prices for exports; removal of barriera in the

industrial countries; and measures of implementation.

It was disturbing thet ftrads botween African countries still only
represented about 8 per cent of Africals total +trade. Only co-ordinated
induetrial development could, in the long run,; provide +the basis for a major
increase, The secretariat was working to promote intra-African trade on a
sub—regional basis, which presznted fewsr difficulties of transport and

communicatiz. Determined efforts should be made to develop coasial
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shipping. It was best to tackle practical problems flrst, and to try to
find common denomlnators in technical work of limited scope. 4An Expert
Panel on Transit Traffic in West Africa had met and had adopted six
recommendations on particular aspects of transit traffic (E/CN.14/206 and
Addid) .

The deficiencies of the sub-regional approach were reallsed, however,
and a study of intra—-African trade in an all-African framework was being
prepared; the secretariat hoped to present a preliminary paper on the

subject to the second session of the Standing Committee on Trade.

The Convention of Association between the European Common Market and
certain African Staies appeared to leave it open to associated States to
oonclude irade and tariff arrangements with non-associated Afric#n céuntries,

"even if the afrangeT?nts involved discrimination against the Six. Further

elucidation of +%.at vital pcint by the Community would be de91rable.

In regard tc African trade re ations with other con%inents, a study had
been prepared on trade with centrally planned economies; another on trade
‘with Asia was being propared, If African countries were to create viable
economies, markets outside the traditiczal markets of Western Europe and
North America had s be found. Trads with Asia had been stable recently,
but trade with centrally nlonned econcmisa -0 =071 sirmilicant inereases.

In such trade policy mutters African countrios ~u 2t 4o oot togother,

The necessaﬁy reorieristion of trads wonld invnlve changes in Afrioan
commodity exports, aleo i world iranspertation since the shipping routes
were mainly from Africa to Westerr Evrope and North America, and seldom to

other under-lc.clomed @ ncins,

The Information Papzr on Recent Developments in Western European
Eoonomio Groupings (E/CN.14/207), which the Ccmmittee had before ity
-~ described the Convention of Association of the Buropean Economic Communlty

- and its implications. The need for literal ouuward—looklng commar01al
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policies by the Community was stvessed and it was submitied +that the

. long-term.economic ohjectives of Africon ceountries oould not be achieved

through exclusive arrangements, whlon often d¢srupued ¢81au10n8 bptween

producers of the %ame comrodltl £ amd hetween nelghbourln countrles.

The Report of . the- Atrlcan Meeting on CummOuliy Stab¢llzatiov

(E/CN¢14/205 showed that broad VO“ld“WlQG egreementu wero nrﬁieraﬁle'{b

1limited a,rrangemc“tsn Tha’s had boen cecognizad in Comm1331on resolutlon

51 (IV), Whlch recomnended the e£f3n81bﬂ of ~e~¢o“a1 o“ganlzauhons‘
a.otwrl1_'..:_.@.;;3.f T™e Note on that rec 311%10a (E/uH 14/100 befors the Commlttee,

indicated ways in which the mccommsndaiion might te IOllOwed.

In technical trads proTotica, *he ccratarlat had so far ovncentrated
on prov..ing African gova:nme*ﬁé_wi{h caformation throupm 1ts Trade
Newsletter. A biblicgraphy. o cl??ont uubllcatlons of notonflal use to
national trade intelliigencs sarvices had bsen i _yulbted. Tae fact that
an up-to~dste information BIrVLCe. mau”v ta+ fo“ anlbfficia trcdﬁ pollcy
had been recognized by the Standing CnmmLt 22 on Trade, “h"oh nad
recommended thad the secretarial assist Afr*cwn countrleu 1n inproving thelr
intell gence vnlis (Repors of the Tirs, secsion of he t"adlnb Commlttﬂe
on Trade,. donumeau B/CH. 14/174 and Gory ] 2 Add.4 and’2). A quéstiommaire
on existing IaGleti _in Lj:l*e nad boon ~“"‘1at d. Tht Stonding Committee

- -

wudy be made of orohlems conrected with arrange-

U.

on Trade had aS{PL %hat &
ment for an plflCaﬂ Trads Foir saé the financial impl? eaticns of the Fair

were sst foruh in adqendﬁm i to'thc'Stundingfﬁaqmit%ce s reporte.

/ . . ‘ S
Mr, MENSAH_\GLSn:} paid ot ;“"jiﬁp"“” c:unu::”s’ tic:nal trade

——

provlems ware czused by o Dbasic ‘mbaiarce in the structures o¢ productiOH and

=

’

demand. In dsveloped vountries; foreisn trads oaly satislied mdrglnal needs,

or corrected imbalence in the comzlex of natusal ﬁrsoufﬂes; most industrial
and agricultural Poed% wore & ‘pplied from within. In the case of developlng

gountries, on the other ban ezterral trade was preponcerant and absorbed
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a great part of the national income. It affected crucial sectors of the
economy: basic commodities like foodstuffs and fuel, as well as textiles,

also oapital goods v1tal for development, 'came from outside."

The elasticity of import demand in developlng countries wasg greater -
than the developed countries' elasticity for absorbing those countries'
ekports; A rige of 5 per cent in incomes in African countries;lﬁould*éntail
a 7-10 per cent increase in imports; a similar iricome rise in industrialized

countries would only entail a 2-3 per cont increase in imports from Africa.

Diversification had oeen suggosted as a possible solution by thé,‘i
Director of fhe ECA Division for Economio and Soocial Developmenf ih-ﬁié
‘introductory statement at the first session of the Standing Committee on
Trade (E/CN.14/174, Annex V). But if total commodity demand in advanced
countries ilncreased by only 2 per cent per annum, vwhile the African countries
aimed at raising exports by, say, 5 per cent per annum by the end 6f the
sixties, diversifioation would hardly suffice. If Ghana and the Ivory Coast
increased their production of cocoa and coffee against a basic lack of
‘demand, they would simply beggar themselves. It was argued that priority
‘should be given to expanding production of a particular commodity. But

what commodity would achieve a 6-7 per cent annuasl rise in exports?

Sﬁpposing that a 2-3 pér cent annual expansion in world consumption
rof primary oommodlties, were to be attained, then Africa might indeed .
inorease its share of world markets. But at whose expense would that

expansion be achieved: at Latin America's, or Asia's?

Mo a developing country whose aggregate imports were growing faster

'thah national income, whether the imports came from developing or from -

- developed countries was hardly relevant; what mattered was increasing

" export outlets. Ghana had once enjoyed comfortable surpluses; that ™

aﬁas a transient phase experienced by most developing countries.
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Chand's best hope was an incdreased rate of growth ¥ developéd eountries,
for ‘example the Buropean Economic Community. Until-there were more
expansionary trends in developed couniries; the developing -countries

- would continue. to have trade%andgbalsnee of payment problems.

Tt was generally agreed, in connection with the United Nations
Development Decade;-that_developingrcountries-shouldchave‘a growth rate
. 0f 5 .per.cent per annum by the end of the sixties; but the United Nations
and its subsidiary organs had never worked out the consequential growth

rate entailed for develope& countries. ﬁithout dynamism.in providing

“The prsseﬁ%”borrower position 6f‘dsﬁéyeping oountries'was*liﬁely to
¢ remain ‘unehangéd for a long time to come, ‘unless their ddverse¥rade
‘balande could ‘be ‘éorrected; they were in danger of beconiing a “bottomless

wipi " for the lerders. N LR ' sien

- ' A co—ordlnated approach to trade and capltal transfers ought ?o be
o adopted in nat10nal econom1o pol101ee' the developed countrlesﬂmu;t malke
prov151on for the capltal exports requ1red to keep developlng countrles
solvent, Short—term external imbalance could be mltlgated by commodlty

S arrangéments. Fowever, when it came to thé point it would bBe found that
mény of ‘thése who had ‘advocated commodity agreements ir general had not
themselves furthered agreements for particular commodities. HiE delegation
hoped to submi% &'rasolution .calling for practical. actien on specific
commo dity. problemsy

Many member countries of EOX were &lso membérs of the ‘Tnternational
Monetary Fund. The Fund cons;dered commo&lty problems to be outside its
"pprov1nce, put there Would be.a permanent problem of short~term currency
‘fluotuatlons unless the commodlty u1tuat10n altered, and, if the Fund

- dissoclated itself from oommodlty problems, member countrles would not be
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deriving the advantages that they expectied from theirlnembershiplefrit.

The developed countries had given their blessing to commodity
agreements that were lacking in sinew; the agreements could not be
effective unless the withholding of supplies were possible, and for that

finance was necessary.

The problem of inadequate growth in developing countries was basically

- attributable to backward-looking policies of quotas and tariffs. The United

Kingdom had lowered purchase tax on cars, while raising that on chocolate
to 15 per cent. The impact in the United Kingdom might be marginal, but in
Western Nigeria and the Ivory Coast it had been considerable., Industriali-

zation on the basies of existing products had been recommended for the deve-

loping countries. Yet such industrialization was discouraged by steeply
ascending rates of duty on processed products such as cocoa butter, cocoa
cake and cocoa passed through oil mills. It would be valuable if .the

seoretariat were to produce and ciroculate statistical evidenoe regarding

that problem, in the form of a table showing dlscrlmination against the

industrialization of poor countries, to be placed before GATT and the forth-

coming United Natlons Conference on Trade and Development.

Much 1lip service was paid to the aim of securing the industrialization

... and development of_developing-countriee,,but too few concrete measures were

taken.

His country was seeking answers to a variety of questions from GATT,
the Europesan Economic Community and other organizations, and was looking

forward to the outcome of the forthcoming talks on the Kennedy plan.

Mr, MOLYNEUX (United Kingdom) said that, at the first session of
the Standing Committee on Trade, the United Kingdom had promieed to prepare
a paper on the working of the sterling area system; the paper had since been
circulated, and he hoped it would show that the syetem was not a barrier to

trade expansion, He pointed out that the United Kingdom was far from
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posseselng as abundant nataral Tesources as the Gnanalan representatlve
had 1mplledo Trade was v1tal to it° Aia w1thout trade was useless- both
#were neeessary to deve;opment,_ The Unlted Klngdem would make an. effort
-fto meet the needs of the Afrlcen developlng eountrles, but 1t had Obllgu—
‘tions’ to Asia and o+her parts of uhe werld as helJ‘ as to Afrlge.¢ Its aid
to and tradlng w1th countrles *n other parts é_ the wo*ld]was of direct .

benefit to Afrlca, becaase 1I uhoge other eountrles developed their poten—

tial they could be trading partners of Alrica.

v ke United -Kingdom was détermined; “too, o play.ﬁfe;ﬁert'in Comnittee
IIT of GATT and hoped the forthdsiing talks on the Kenedy pian’ would b’
cfruttful. . The United Kingdom was & party fo alt’ the commodlty agreements.
It had played a léadifig part in 4rying to socure’ in agreement ‘on oocoa, '
and it did not considsTithas <% To00Md in that ¥bepsct was anything to be
ashamed of. It felt tha® tha commodity-ty—commydily approscl was the most
practical and fruitful, buil Lo agroed with .the Executive Secretary that
thers. should be flexilility in. ehe,.opera.zt_iém- of, Camnocity spTewmenteyt HYS
country recognired the neead, which had been emphaslzed in GATT, that special
provisions were necessary-if-the deyveloping countries were to reach their
.Hpeﬁgniiélﬁon;the world trade. scene, . 1t -had thersfore started to reorgariize
mgegtain:Br;tish.indmeirieskﬁ;;q;sone cages . ths weorganisetion might be:a
painful process,:oul it wes nocessary if the developing ecvntries wer 6. 0O
get:a fei;,eha:e'gf;wqudﬁtra&a.;-- '
The Uaited Fingdon had Tesn impreisded vy ths streng desirs on the part
‘of the developing couitries that ths Unidsd Wations cwould sonvena a
Conférence on'Teidsé and Develdpmernt; 1t Had :n*frding1y eupported the plan,

and it would play ite u““ﬁshéfe‘iﬁ*ihe ; epdxuuory work for the Conferenee.

Many delegat ons wers we“*led ab at ue effeuts of reﬂlonal eoonomic_

-

groupings on thelr uvede. Le unde“f*oce their _ea“ but wi hed to p01nt out

that regional —roupings ware us’ confinad to Eurore: they existed in South
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and Central America, in parts of Africa and in Asia, Provided regional
groupings aimed at raising the sténdard of living of their people, fbllowed
liberal trade policies, and opened their working system to public inspection,
they were acceptable, The United Nations Yearbook for 1961 showed that in
1960 Western Europe had taken more than two~thirds of Africa's exports. It
would appear, therefore, that regional groupings in Westein Eurcope had
benefited Africa,

Mr. SYLLA (Mali) said that history had shown that politiocal power
was always accompanied by the right to coin money. In the opinion of his
delegation ocontrol over ourrency and national sovereignty were inseparable:
rolitical power and monetary power were the complementary aspects of
one and the same thing, national eovereignty. However, money was

first and foremost a tool and, however perfect it might be, a tool

was worth no more than the hand that used it, A nationmal currency

¥A® not a panaocea for difficult financing problems : a country lived-

off what it produced ind earned. In Mali monetary measures would not

be used to wipe out the budget deficit., In banking matters the Treasury
would be treated in exaotly the same way as private personsy in other words,
it could not overdraw its account. The country needed budgetary and finan-
cial austerity, accompanied by a planned control of foreigm trade, since
such control was the only way of preserving its balance of payments. The
control would mean a reduction in imports of luxury goods or superfluous
consumer goods, which often competed with national products. The essential
purpose of controlled planning was to give priority to imports of capital
goods, without which a country could not build up its economioc potential.
But if control measures were not reinforoed by a nation's confidence in its
own currenoy, they would not be éufficisnt to ensure monetary stability,
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There was no reason why monetary independence ehould'befooneideredma
nindrahce to Afritan umity. Bilateral compensatory agreements coutd:ser
. gradually be transformed into. multilateral compensatory agreements, which
would be .the forerunners of an African Payments Union; and suoh a Union

would constitute a positive step towards. African unlty.

- African unity could-be ‘achievéd only by Africans, for Africans- and by
truly Afriocan neans. - Monetary problems of themselves should not serveras
* an exouse for a foreign power to gather a group of States under its cloak
“andget 1tself up as being the mavioiur and restorer of African unity. .
Experiénoeihéd-proved“thet‘Africa'ebuld-notxbe built out. of prefabrioated

parte dr¥°on imported models, - Tt L Eeeldlloga Faons

B Trade, whioh wae now the prlnoipal eeotor of colonial exploitatlon,

. ought, inetead, to o0ntribute to oountriee‘ generel development. "In the

N opinion of hlS delegetion it ehould supply the people with neceseitiee,
supply the oountry W1th capltal goode and etlmulete national’ eavinge. s
Support prices, art1f1cia1 prices and eole rights to markets were’ dieguieed
forms of dependence. The multilateral action permitted by ‘the Convention
“6# Adso-' skidn with the/Furopean Economio” Community seemed-to his delegation
t6°be"the ‘surest’ way of freeing their’ trade<—= P

The Report of the FdO Council on ibe 3gthTSESSIOn hed stated that one
. of the main obeteclee to development wae the persistent decline in - “the
price of agr1cu1tural exports on whleh moet developing oountriee relied .
for their foreign exohange eerninge, and had gone on %0 eay that there was
1ittle .ope of‘the"eituatdon‘e fmproving in ‘the ‘near future.r

_ Exﬁmination of all those faotors had 1ed Mali 4o opt for 8 planned
socialiet economy. Stete 1ntervent10n was the sureet way of ensuring that
all eeotors of the eoonomy contrlbuted to the oountry'e development. In

In that way middlemen had been ellminated ‘and the State had ‘been able to
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ensurses that only capital goods were imported., It had also enabled the
State to bring ite export prices into line with world market prices.

Mr. KHOURI (Algeria) sa&id that Algeria was faced with & diffioult
trade situation. The Government had taken steps to free ths economy from
the colonial system. Algeria's economic potential was great and its
infrasiructure was well developed. Trade development depended on diversifi-
ca¥ion of producis and on a good transport system. In that reepeot'the
southern part of the country was less favoured than the north. . The_Govern—
ment had taken steps to modify customas tariffs and to promote the import‘of
capital goods. 4lgeria's great need for foreign exchange had led it to
adopt an auasterity budget. 1Its motitoc was "Produce and exporf“, but capital
was necessary to production and markets were neocessary to exports. To
succeed, therefore, Algerie would have to divereify its economy and to
process ite oWn resources before putting them on the world market. Algerie
and Afrioe alike ought to endeavour to eatiefy local needs out of their
~ own Tesources. By developing their industriee they oould expand foreign

trade and aooumulate foreign ourrenoy reeervee.

Algeria had .set up an 0ffice national de oommeroiel satio ’ whiehrhad

unified its trade policy vis—a—vis industrialized countries. Africa was
1looked upon as a poor, relation, and 1ts products were being used just to
feed the industrialized oountriee' faotories. African countries nust unite
and make the world realize that their natural produots - euoh a8 oil,

phosphatee, leather, and uranium - Were eesentlal to 1t.

An African Fair organigzed under. the auspices of the United Natione-.
would stimulate Afrioan trade, It was the duty of all Afrioane to preaoh
_pelitioal union, customs union and economio integration. Thoee objeotivee
might be attained by eetabliehing & free trade area, by developing oommuni—

oatione acTo8s the Sahara, by setting up & eupra—national arbitral body,

and by oonoluding a paymente agreement betwean African oountriee.'“'A
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satisfactory customs union would facilitate the expansion of African
trade; 1t would be valuable 1f ECA were 1o produce a dooumsnt showing the

advantages and drawbacks of a customs union.

My, - TEKLE-HAMAINOT (Ethiopia) said’ that Africa’s basie exports
were ‘subject to economic fluctuations in other’ parts of the world, and
seemad te be particularly - yulnerable to Jlo~iward trends. There was a need for
international concerted- action, particularly s1nce the Bretton Wbods,"
Havana and Geneva agrééments whioh had T=licx ed in the’ post—war ‘era had not
been designed to megt present-day difficulties, ' The ocommodity-by-<commodity
3PProaﬁhu§$,9_ﬁ§§ns.of{pnice stabilization was.unsatisfactory; dll it/did
was to nnintain theﬂexioting;struoture of the world market: 4t did little
to increase the share o the doveloping countries. His delegatiqn -therefore
welcomed the forthooming United Nations Conference on Trado and Development,
because 1t would give African countries the 0pportunity to take concerted
aétion to oorrect ths existin sitnation. _Hs hoped the ECA secretariat..
would oontribute to tha preparations for that Conference by submitting
documents giv1ng unbiassed and olear descriptions of Africa's real trading
position. B

otese o oo oMre RAZAPINDABRE (Medagascar) observed that Africa's export trade
was deelining, while thé’ pride of ‘primary pro&ucts was falling. Prioe sta—
bilization was remdéred particularly difficult by the existence of export
commodities identiezl fo those produced in’ Africa, or directly competing
with them, The effectd '¢f a Ilberal trading system on the primary producing
countries, therefore, required careful study. He hoped all delsgations _
would take note of Commission resolution BT(IV), ‘on the 1ncidence cf '
.European economic groupings in intra—African trade. His deleg&tlon had
great hopes of thé Fforthooning Conference on Trade and Devolopment.'n

.- 0 Cy o
Vo by P
o Si
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_ Mr. SHIH (Observer for the General Agreement on Tariffs and -
Trade), speaking at the invitation of the Chairman, said that the GATT
welcomed any supplementary effort at iiberallzlng and expanding tradd,
and was accordingly participating in the preparation of the Uhited Nations
Conferende on Trade and Development. ' A multilateral, non—discriminatory
system of international trade, in his view, remained the best; it was
difficult to think of any other which would function as effectively 1n a

- wWorld ecomposed mostly of market and mixed economies.

“GATD had attempted to stabillze primary oommodity markets, and had
noted With ‘satisfaction the conclusion of the Coffee Agreement and the

progress being made with regard to cocoa and other products.

_ Onc of GATT!'s basic objectives was to contribute to the raising of
standardb of living, which meant helping the economic development of  the
less-deveicpedccountries.._The text of the Agreement had been revised in
1955, primarily to take account of the wiews and interests of the less-
developed countries, and in 1958 new mechanism had been set up to consider
:positive ways of expanding the less—-developed countries! exports, ~The -
Declaration on the Promotion of Trade of the Less-Develcped Countries,
whiloh laid down the principles governing trade relations with such ocouniries
and advooated the removal of trade barriers affecting their exports, had
been ‘adopted in December 1961, Since September 1962 there had been a
thorough review of achievements in the implementation of the Declaration,
and new improved procedures had been adopted. Action relatlng to tropical
products had been accelerated, the question of reducing tariff and other
barriers through a new round of tariff negotiations had been con81dered, and
it had been decided that a meeting at ministerial level should be convened,

to discuss trade problems requiring decisions at the highest level.

Considerable progress had been made in “he removal of trade barriers
affecting exports of the less developed countries. The industrialized
countries were applying quantitative restrictions on only a few of the
products which had been specifically examined by GATT. Renewed pressures
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would undoubtedly be brought tc bear on the countries whieh still maintained
restrictions. Some progress had been made in the recuction of customs tariffs

" and of fiscal charges in the form of revenue duties or internal 'levies.

Most GATT countries had accepted the @rinciple that tropical products
should be granted duty-free.entry. Six members of the CGATT secretariat
had completed étudy tours in Senegal, Higeria, Somalia and other African
countries and the information they had gathéred would be examined at a
meeting of %he Special Group on Trade in Tropical Products in March 1963.
He hopped that the African countries asscciated with the Huropean Economic

Community would be able to participate in the work of the Special CGroup.

One of the generally accepted principles in GaTT was that in tariff
negotiations there should be flexibility regarding the degree of reciprocity
to0 be expected of the less—developed countries. It had aléo been agreed
that high tariffs and disproportionately discriminatory tarifis which had
the effect of discouragiﬂg procegsing industries in the less developed count-
ries should be reduced and eliminated. CATT was working out detailed
procedures for anether round of general, comprehe.sive, multilateral tariff
negotiations. Tie negotiztions of 1960-1961 had yroduced only moderate
results because the technigue used had been somewhat out of date, and
because certain impcrtant trading nations ad not,'at that time, possessed
the constitutional authority to engage in negouviations to an eifent which
would make it worth while for other nations to givé serious consideration
to the opening up of their markets in certzin important sectora. Thase
drawbacks had been remedied notably by the bold :ction taken by the
legislature of one member of GATT, It was difficult to oversiress the
importance of the proposed Tariff Conference for less~developed countries,
especially since the Conference's procedures would be designed to meet those
countries' requirements and to take account of their limitations. He hoped

that as many countries as possible would take part in the Conference.

In view of the number of important questions requiring consideration
at the highest level GATT had decided that a ministerial meeting should
be held from 16 to 21 May 1963. The purpose of the meeting would be to
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give directions for the effective liberalization and expansion of trade

in vrimary and secondary products, to consider arrangements for the reduction
and elimination of tariff barriers, and to consider measures relating to
access to markets for agricultural and other primary products. The
ministerial meeting technique was usad.very sparirgly in GATT, and on each
occasion upon which such a neeting had been held decisions of fundamental
importiarice had been.taken. e hopod that the voice of Afriéa would make
itself héard effectively and forcefully at the.meeting, dnd that it would

be as fully heeded as that of other continents.

U TUN WAL (International ionetary Fund) said that the Fund had
participated in the work cf the United Fations Commission on International
Commodity Trade, where the nroblem of.com;ensatory financing of expoert
fluctuations.of primary producing countries had been concidered; and it
had submitted to that Commission a study explaining its policies and
procedures in that field. The main point made in the study was that
proviéion of foreign exchange to Fund members in.compensation for short
term fluctuations in bhalance of paymépts vas a legitimate use of Fund
resources. Balance of payments deficite were, hdwé#éf, finarnced by the
fund only when the member's policies were such -8 to eliminate its
difficulties quickly. lNany African countries, including Ethiopia and Chana,

had drawn on the fund's resources or had made stand-~by arrangements with it.

- The United Mations Commission on International Commodity Trade had
invited the Tund to submit a report on whether and in what way the Fund
might arrange increased compensatory financing of export fluctuations of
primary exporting countries. The Board of the und was discussing the

probiem, and hoped to submit its new report shortly.

Mr. LAVRITCHENKO (‘bserver for the Union of Soviet Socialist
Republios), speaking at the invitation of the Chairman, observed that all
the representiotives of African countries who had spoken rad stressed the
importance of the expansion of foreign trade for the independent economic
’development of their countries. The USSR was anxious to develop trade

relations with the young nations, and had concluded a series of trade
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agreements with a mumber of African countries. Well-knowm characteris-~
tics of colonialism in economics and trade matters were the subjection of
colonies to monopolies, and the buying of primary products at very low prices

end the sellirg or frdratrial prolusin ~% high ones, The USSR, on the other

‘hand, was prepared to develop trade relations with the African countries

on a basis of eqguality and mutual profit.

. Difficulties encountered in establishing direct trade links with the
USSR could be overcome, Trade with his country and the other socialist
countries would assume increasing importance in African economic develop-
ment and in the establishment of African national industries. The African
countries could buy capital goods and fuel, inter alia, from the socialist
countries on advantageous terms. In 1961, such items had constituted over
80 per cent of Soviet exports to Africa. As Soviet esconomic power
increased and African ecchomies grew stronger, there would be still greater

opportunities for fruitful co-cperation and trade expansion.

The Soviet Union considered that international trade should develop
without discrimination, and it understood African anxiety about the
unfavourable consequences of the BEuropean Economic Community for Africa.
That anxiety found expression in the Report of the first session of the
Standing Committee on Tr.de and in other documents before the Commission.
Association with the Buropean Common Harket was the intefnal affair of
each country, but he took leave to uestion Lr. de Seynes' statement that
the new Convention of Association between the Community and cert in African
countries might be desoribed as a new economic solidarity between the

industrial and the vidwr-ia7eliped countries. The African countries

'appeared interested in developing intra-African trade and in establishing

an African Common Market to prese.ve them from the pillaging policies of

foreign momopolies.

'is country considered that the United Natims Conference on Trade
and Tevelopment would be of value for develcoping international trade.
The Conference would, moreover, give the undor-developed countries an

opportunity to protect their interests against the united forces of
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international moncpoly capitalism. The valuable observations made by Cuinea
and other african couniries should be given due weight in connexion with

the preparations for the Conference.

¥r. REES (Kenya and Zanzibar) said that,in Africa, higher incomes .
led to higher imports of consumer goods from overseas. Xenya had introduced a
"Buy Local" campaign to counter that trend. Developed countries ought to be
prepared to accept less buying of consumer goods and more of capital goods
by the devglcping countries., Diversification .was no panacea, though, it
might be some help. Xenya was actively seeking new markets and was exporting,
fer example, to the Persian Guif area. It was encouraging Toreign capital
to set up factories in Yenya to manufacture consumer items inside the
country. Foreign monopoclists in wholesale and retail trade tended to
export their profits rather than devote them to ca.ital formation in Kenya;
was important that Africans should find employment in those sectors, instead

of eimply constituting a cheap labour force.

Tables of imports for African coutries should be compiled, showing
the proportion of consumer and .ca_.ital items respectively. That would

indicate what imports might be replaced by home prcducts.

The rkenya Government favoured the proposal for an African Trade Fair,
if costs could be safisfactorily met., Lenya was anxious to find new markets,
and was interested in the possibilities of trade with Asia and'centrally

planned economies.

Mr. PAHNY (United Arab Republic) said that Airica's share of
international trade was very small: African countries traded to a very large
extent with .he former métrbjolitan countries in Burope, while intra-African
trade was insufficiently dévelo;ed. Decline in the prices qf:the African
countries' primary commodities had offsétincreases in their productiqn and
resulted in a loss of export earnings. The African continent had lost more
through unfavourable terms of trade than it had received in zid. Thus Africa
was assisting the industrizalized countries. The solution to the problem
for the African countries lay in diversifying production thrdugh industrializa-—

tion and in diversifying export and import markets.
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The .instability of the prices of many African commodities was a matter
of concern to the Commission; he hoped that as a result of the.African
Meeting on Commodity Stabilizationyheld-the previous years the situation

would be improved. ' s

The impact of economic grouplngs on African econdmies was a serious
problem. The Unlted Ardb Republlc would & everything ‘in its power to pave:
the way for an African Common Market. He asked that the secretariat gsHould -
keep members informed reﬂularly of the results of negotiations taking plade
on the establlshment of regionhal Common "~ Markets, ‘and 'that it shodld under=--
take a detailed study on the subject of the estaplishment of an African
Common Market.

Tpe 1ack of adequate means of transport between the count¥ies of the
African contlnent was a magor obsfacle to trade. - Concerted action-was’
required to. establish a wide network of land, sea.and ailr trapsport. His
:delegation was of the opinion that there should be a speeial_Stand;ng‘Committee

on Transport, since the matter wus of vital importance.to ﬁfrican-qguntries.

. ;".‘e 3 . '. . L . B . R - Y H . : .

Thter-African trade was hampered by the existence of diffe ent monetary
areas. His delegatlon ‘preposed to submit a resolution recuesting the
Secretarlat t0 stiudy the p0551blllty of” establlshlng a clearlng system or

B

payments union between 4Fridan COuntrle% R

In regard to the proposed african Trade bulr, his Govefhhent“hed
pleasure in 1nv1t1ng the Commissiou to organize the firet African Trade

Fair in Cairo.

‘With a view to removing certain obstacles hampering trade with African
countries. the United Arab Republic had ¢stablished regular shipping and.
air lines to both Fastern and West _Africa. Trade centres had been opened
in some eleven countries to ta&e charge of the Un ted Araerepublic's

commercial transactlons there.

Lastly, he said that he hoped the Committee would endorse all the

recommendations adopted by the “tanding .Commitiee on Trade.
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Mr. KOTSCHNIG (Observer for the United States of America), speaking
at the invitation of the Chairman, said that he had been struck, listening
to the debate, by the extent to which the United States' trade policy was
in harmony with the aims of the African States. The United States believed
in certain types of commodity agreements, but thought that tropical products .
exported by Africa ought to be granted duty-~free entry. He agreed with the
observer for GATT that complete reciprocity should not be demanded of the
developing countries. Under certain conditions the developing countrieé

were justified in enjoying benefits without according reciprocal advantages.

Those were matters which would be discussed by the United Fations
Conference on Trade and Development. He hoped that the ECA secretariat
would partieipate fully in the preparation of that Conference; it should

submit documents showing clearly what the needs of Africa really were.

Mr. CARNEY (Sierra Leone) empharized the need for direct trade
with capital supplying countries. Attachment to one external grouping limited
the scope of trade with the rest of the -—rorld and thus the possibility of
earning capital imporis. Trade with capital supplying countries would be a
step towards the liberalization of world trade. He sounded a warning abouj
the execution of State trading agreements: When such agreements were Being
arranged care should be taken to exclude the possibility of sales to
third countries. He doubted the value of international agreements for halting
the downward trend of commodity prices; the results of past international
agreements had been disappointing, and no partiéulaf advantage was to be
derived from appeals to the industrialized countries. One way to correct
that trend was to restrict quantity sales on the world market by fixing
prices paid to the >roducer at a lower level than world g¢rices, while at

" the same time fixing domeetic prices at a level higher than world prices.

In that way the well-known relative inelasticif{y of demand for
agricultural commodities could be counted upcn to maintain high prices on
the world warket and to increase foreign exchange earnings, without interfering

with increased production for industrislization on the domestic market.

‘The meeting rose at 6,40 p.m.






