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INTRODUCTION

The launching in 1970 by the General Assembly of the United Nations of the Inter-
national Development Strategy for the Second Development Decade was acclaimed as the
interrationsl community's single most concerted, comprehensive and creative engagement
on the development issue. It soon became apparent, however, that the obJectlves of the
Strategy, which were formulated within the context of the old international economic
order, were not being achieved and the development issue wae again discussed in various
international ‘forums, as early as the Fourth Conference of Heads of State ¢r Govern-—

Tment of Non-Aligned Countries at Algiers in September 1973. .

In 1974, the concern of the developing countries led them to take the initiative
in convening the sixth special session of the Ceneral Assembly of the United Nations .
which adopted a Declaration and Programme of Action on the Establishment of a New =
International Economic¢ order which represented a-fiundamental revision of the relation- -
ships prevailing between the developed and the developing countries. , Subscquently, the
need for a new internatioral economic order has been reaffirmed in such international
forums as the Conference of Developing Countries on Raw Materials held at Dakar in
February 1975; the meeting of the Council of Ministers of the Organization of African
Unity held at Addis Ababa in February 1975; the -second Ministerial Meeting of the Group
of 77 held at Algiers in February 1975; the Conference of Ministers of the United Nations
Economic Commission for Africa held at Nairobi in February 1979; and the Second General
Conference of the United Nations Industrial Development Organization held at Lims in
March 1975.

It ig in the light of the decisions and recommendations of the above mentioned
meetings that the present paper has been prepared by the ECA secretariat, and more
gpecifically in response to resolution 256(XII) of the Conference of Ministers of ECA
and the OAU Council of Ministers decision concerning a study on raw materials., It is
intended as a breifing document in ‘the.efforts to harmohizé the African’stand on
development ard international co-operation at the seventh special sess;On of the General

Assembly to be held in September 1975,

The presentstion of this paper basically follows that uged in the report on develop-
ment and internatioral economic co-operation prepared by the Secretary;General for the
Preparatory Commi{tee for the Special Session of the General Assembly, as regards the
order in which the various issues are covered. Part I of the paper contains proposals
for consideration by African Govermments. Part II provides arguments, sector by sector,
in support of these proposals. ’

¥  Document EfAC.62/8, 5 May 1975.
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A. Agricultural development (see paragraphs 1-15 in Part 1)

PART I: PROPOSALS FOR CONSIDERATION BY AFRICAN GOVERNMENTS

-l
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5.

6.

Te

~Afrioan-Govérﬁments should pursue realigtic producer pricing policies as an

African Governments should give greater priority to the development of their
agricultural sectors, with a greater percentage of available development
resources being channelled into such areas as (2) the establishment of* credit,
extension, and marketing services; (b) the building up of infrastructural
facilities such as feeder roads and medium-scale storage facilities; and

(¢) the supply of vital inputs such as fertilizers. o

The international community should provide capital for the- egtablishment of
new fertilizer plants in Africa in order to ensure gsupplies at cheaper prices

(paragraphs 5-7). |

African Governments should attempt to reform the institutional structure and

organization of African agriculture, including systems of land tenure, as a
means of raising land productivity and bringing about a more appropriate factor
mix in the agricultural seétor of African economies (paragraphes 8-10Q).

In co-operation with appropriate international agencies and indeperdent researgh
institutes, African Governments should expand agricultural research in Africa

with special attention to training a greater-number.ofaqualifieg_Af:iggg;gyaff .
and to generating profitable agricultiural innovations (paragraph 11).

incentive tu greater agricultural production (paragraph 12).

With respect to the recent drought in the Sudano-Sahelian regions of Africa,
African Governments,_appropriate-international institutions, and developed
countries should work together both to alleviate short-term economic hardships
and to plan long-term measures such as water resource development, land
reclamation, and population resettilement (paragraph 13).

African Governments, through the African Ministerial Committee on Food, should
take measures, in conjunction with the international community and the newly
established World Food Council, to ensure a much higher degree of food mecurity
to countries most vulnerable to drought and similar disasters. -Special cone
gideration should be givén'to the possibility of setting up internationally-
financed food storage facilities in African countries (paragraphll4).

African Governmenté'éhduld urgé'devéioped‘countries t0 remove non-tariff bar-
riers to trade in agricultural commodities in the interests of :a better dis-
tribution of world agricultural resources (paragraph 15).
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(1)

Ingtability in primary commodity trade

Industrial development (see paragraphs 16~33 in Part 11)

8, In line with the Lima Declaration and Programme of Action, African.Governments
should co-operate in the pursuit of a dual gtrategy of export promotion and
multinational industrialization based on the processing of African raw materials

in line with projects that have béen identified by ECA. - In the global redisiri-
- bution of productive facilities, African Governments ghould intensify efforts
to ensure that Africa does not remain a raw materials supplying region. Special

ment, of regipnal economic groupings (paragraphs 26—32).

9. With respect to the participation of foreign investors in the ‘establishment of
multinational industrial projects, African Governments ‘should - co~opérate, €8s
by means of a regional centre for inveatment promotion and transfer of techno-

.logy under the auspices of ECA and UNIDO, so as to enhance their negotiating
position vis-a~vis foreign investors in order to acquire industrial technology
and foreign resources on the best possible terms (paragraph 33). -

Commodities and trade (see paragraphs 34-70 in Part II)

10, African Governments should lemd qualified support to UNCTAD's.scheme of inter—
national commodity stocks pending a study by UNCTAD illustrating more precise-
(___,—-—n__._—"\.._..a—-—«—-__.___._._._——-—-“— . .
1y the costs and benefits to be expected from their scheme, - African Govern—

ments should also eéndeavour to persuade the World Bank, IMF, and the oil exportins

countries to finance the scheme at the lowest possible cost (paragraphs 45=417)e

11, African Governments should attempt to negotiate compensatory financing schemes
at least as good as the EEC compensatory financing“scheme with other major
trading partners in the developed world. They should press for larger com-
modity)coveragé and higher ceilings on financial transfers (paragraphs 48
and 49 ). -

.12. African Governments should request'IMF‘to'bioaden the scope of’its compensatory

. financing facility to compensate not only for a fall in export earnings but

. alsq'for a rise in import prices amd a fall in the terms of trade.  Compensa-
tioq_SQQuld be made available irrespective of whether the country is in over-
all balance-of-payments difficulticg, unrestricted by IMF quotas, and not
subject to,repayment in its entirety in the celatively short period of five
~years (paragraphs 50 and 51). ‘ : e :

13. African Governments should request UNCTAD in conjunction with. other United
Nations institutions to study ways and means of assuring just and remunerative
prices for primary producers with particular attention being paid to the
possibility of including a eystem of indexation in an integrated scheme of
commodity stabilization (paragraphs 52-54 ). —_—

e T e ————

congideration should be given to intra-African co-operation through' the establist




(ii) = Dependence on commodi%y exports

14.

15.

African Governments ‘should attempt to negotiate preferential trale agree—
ments witih their major trading partners at least as good as the Lome Conven-
tion as a means of promoting industrial development in Africa. They should
work towards greater product coverage, higher ceilings, larger degrees of
preference, and expanded preferential tariff quoias for their industrial

exports (paragraph 56 ).

African Governments should press for a substantial improvement in the trad-

Ting conditions for developing countries, including the relaxation of tariff

and non—tariff barriers, in the multilateral trade negotiations under GATT
(paragraph 57).

(iii) . The pattern of trade

16,

17.

* African Governments should try to expand intra-African trade by utilizing

as fully as possible the resources of the Africa Trade Centre, liberalizing
trade within Africa, and exploring possibilities of gconomic¢ integration
(paragraphs 59 and 60).

African CGovernments should also pay special attention to expanded Afro-Arab
trade, €.g. by means of a trisngular relationship between the Arab countries'
capital, the human and natural resources of African countries, and the
technological regources of developed countries (paragraph 61).

(iv) Marketing and digtribution

18,

African Governments gshould explore ways and means of increasing their control
over the marketing amd distribution of thsir own commodities, in particular,
expanded co-operation and exchange of -information among African Governmentis
g0 as to enhanze their bargaining power vis-a-vis transnational corporations
(paragraph 62-66). ' ' A

(v) Producers' assgociations )

15,

In conbinuation of efforts which have already begun, African Governments
ghould work towards the establishment of more associations of Primary produc—
ing countries in pursuance of developing countries' objectives in the field
of comnodities and trade (paragraphs 67-70).

D. _'l Q;ansfer'of resources (see paragraphs 71-95 in Part I1)

(1)  short-term measures

20,

African CGovernments should support the cpntihuation of the IMF o0il facility

. on an expanded basis. They should support the proposal to set up a apecial

account in the Furd in order to reduce the burden of interest charged for
the most seriously affected countries. Such provision should take into
account the circumstamces of the countries concerned, such as differences
in export performance, degrees of import dependence, and import struciures
(paragraphs 77-79).




(1)

[ S

21, —African.Covernments should urge that the rescheduling and cven cancellation

of public debts contracted on bard commercial térms by those countries -most

_geriously affected by the current economic .situation should be sympatheti-
- ocally reconsideréd by the developed countries. (paragraph 80). '

Long-term measures
African Governments should continue to call on develbbei countries to trans-

22,

fer to developing countries a net volume of resources equivalent to one per

' cent of their GNP annually, with official development assistance (ODA)
. - reaching a minimum of ‘G.7 per cent of GNP, of which the outright grant

23.‘

elemerit should' be around 80 per cent (paragraphs 82 and G3).

African Covernments should support a clagsification écheme for debelopment
aggistance with countries divided into three groups according %o their level

. of GNP and their ability to pay for their imports. Special measures favour— :

24.

L —

 more resources should be channelled through them, African Governments

ing the least developed countries should continue and be reinforced. In

' addition, middle-level countries should give up their claims on rescurces

transferred on concessional terms in favour of the least developed countries.

( Middle-level countries should have access to aid through a "third window!

on terms between those of TBRD and IDA, They should also havé access to
developed countries' capital markels at subgidized interest rates, financed
out of contributions made by developel.countries and by the revaluation of
the IMF gold holdings (paragraph 83).: :

In light of the increasing efficiency amd effectiveness of multilateral
institutions such as the World Bank, African Governments should urge that

L

i " ghould support the Bank's efforts to redirect its assistance to rural areas
. in devéloping ¢ountries, they should request that the paid-in capital of

25, .

26.

the Bank be increased; and they should ask that the criteria of population,
per capita income, and her capita aid flow used by the Bank for differentiat-
ing beiween developing countries be reformulated in order to take into
account more accurately the economic conditions in developing countries
(paragraphs 89-92).

'Affiban Covernments. should urge that a more liberal policy should be adopt-

éd towards local cost financing including for natipnaL experts (paragraph
94). ' - L .o . . s . .

African Governmqnts should support any mechanisms to combine the surplus
funds of the oil producers and the technology_of‘thelipdustriglized coun-
tries for the developmeni of non-oil-producing déveloping countries,- e.g. -

(a) by the rich sountries or ingtitutions in the rich countries borrowing
fiom the oil producers at commercial rates and lerding to the poor at’
. gubsidized rates; or . S
(b) by interest rate submidies financed either by the profite or revaluation
of the gold holdings of the IMF, or by the combined direct contributions
from industrialized nations and oil producérs (paragraph’95).
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The 1nternatxona1 monetarv svstem (see paragraphs 96—110 in Part I1)

&The ad;ustment proceés
27.

African Governments"shonld support the recommendation of the_Committee of
20 that proposals to reform the international monetary sysiem. should be

'“ybased upon stable but adjustable par values, and acceptance-of:the need

. 28,

29.

;10 avoid:cecompetitive devaluations ordirect, restrlotlons on.trade (para—

graphs 97—100)

_Afrlcan Governments should support the contlnued operation and possible

expansion of the IMF oil facility, the OECD Financial Support Fund, amd
other multilateral amd bilateral arrangements with oil. producers boih as

a means of avoiding widespread restrictions in capital movements and /or
deflation in developed:couniries, and as a means of aseisting developing ,
countries in adjusting to changed world economic condltlonsn%paragraph 101)

‘The g stlon of convertlblllty

Afrlcen Governments should support the proposal to make SDRs the standard
international currency with.a basket of currencies adopted as the basis of
its veluation. They should also support the proposal of the Interim Com-
mittee to make more atiractive the value and y1eld of SDRs (paragraph 102),.

nternational 11gu1d1tx

30.
3l.
32,

The

Afrlcan Governments should gupport the proposal that the creation of SDRs
should be linked to the development needs of developing countries
(paragraph 103). _

Afrloan Governments should support the proposal that the gold hold:.ngs of
IMF be revalued at prevailing market prices and the profits used for long-
term loans to developing countries and/or sub51d1z1ng intereat on loans to
them (paragraph 104 ). :

African Governments should support the efforts of the Interim Committee to
invest global control of liquidity in the whole international community
acting through IMF in order to avoid uncontrolled liquidity creation
(paragraph 105) :

33.

role of the International Monetary Fund"

.African Governments.should support proposals to amend tne Articles of Agree~

ment of IMF to ensure more effective participation of developing countries
in the international decision-making process in monetary and financial fields.
In particular, they should support proposals to amend the Articles of Agree-
ment so that the quotas can be increased and the shares of the major oil
exporters doubled, and so that the 25 per cent gold requlrements in quotas
no longer be obligatory (paragraph 107)




34. African Governments should stpport - ‘the ‘recomnéndation that “the Taterim
Committee should be transformed into a permanent council respone1ble for
$he management of the affairs of the Fund (paragraph 108) e o

35.. Afrlcan Governments, through the Group of Afr1can governors, should sup-
; .port the efforts of the Interlm Committee to. increase IMF resources by
70 to 100 per cent 1n order to meet the needs of deficit. countrlee and
guarantee that any quota increases thus made necessary. and the resources
80 raised are put at the disposal of all members through effective parti-
. cipation in decision-making, and the calculation of quotas adapted to the
-..new.economic and political ‘realities reflectlng the 1mportanoe of develop-
.ing countrlee (paragraphs 109 and 110). ! :

Transfer of technologg (eee paragraphe 111-118 in Part II)

36; Afrlcan Governments ehould formulate and pursue effective teohnologloal
policies, including the development of domestic technological capabilities,
in order t¢ reduce the capital bias in industrial devélopment. "Aid anmd
.trade policies pursued by developed countries should .be re—examined with

© _ the.object of promotlng the import of labour—lntenelve producte from
.developlng oountrlee (paragraph. 112)

'37.C Afrlcan Governments ehould support the act1v1tlee of UNCTAD in conJunctlon

with other international agencies to formulate and implement an intermationz

/ _code of conduct for the transfer of technology, including the following
. pr1n01plee.,:_- . . .

(a)‘that suppliers ehould treat all raceivers of technology equally,

(b) that problems with respect to factor intensity should be corrected by
.guaranteeing to receivers the suitability of the technology transferred, a
+ gontinued. eupply of 1nformat10n on improvements in the technology concerned
durlng the period.of the agreement, and provision of a331etance in developing
local technologlcal capacity;

.. (c) that monopoly rights granted to a patent holder to restrict the export
“of ‘goods ‘to other markets where the patent holier has similar operations
ehould be walved, o

(d) that adequate tralnlng ehould be provided with a view to taking over
management at the end of the agreement period (paragraphs 113-114).

38. African Governments should cé-oOperate in order to increase their capacity
to absorb and make meaningful use of science and technology, especially
in areas where elgnlflcant economies can be realized, e.g. higher education
_and research facilities (paragraphe 115 -118).
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G. Trangnational corporations (see paragraphs 119-124)

39.

African Governments should support the work of the Economic and Social
Council through the Information Centre on Transnational Corporations to
formulate and implement an 1nternat10nal code of corporate conduct for
transnational corporations, including the following principles:

{a) nonlnterference in the internal affairs of host countiries;

(b) elimination of restrictive business practices;

(c) conformity to the. national development plans and objectives of host
countrles, .

(4) the transfer of technology and management Skllls to host countries
~on equitable and favourable terms;

(e) respect for the soclo-cultural identity of the host country
{paragraph 124).




PART II: ARGUMENTS IN SUPPORT OF PROPOSALS IN PART I

Ao  AGRICULTURAL DEVELOPMENT

l. Agriculture is,thé mainstay of most developing countries’ ééonomiasa In hfrica,

agriculture.provides 76 per cent of the total employment and contributeq'about 30
per cent of GDP. It is also the most important source. of foreign exchange amd
supplies most of the raw materials required for export and industrial developmente.
Agriculture, meré than any other sector, can absorb a good part of the-present and
potential labour force for productive. employment.. .

2. Yet agriculture has been relatively neglected. Despite the effcrts made in -
recent years, productivity has remained relatively lowe During the four-year period
1970-1974, total agricultural production in developing African countries increased
at an annual compound rate of 0.5 per cent at constant.factor:post,_which‘is far
below the 4 per cent envisaged for the Second Development Decade and the minimum
level required t6 cope with population:growth and the projected increase in per
capita income at fairly stable pricess The situation in.food productien is even
worse. TakKing into account the 2.8 per cent annual increase in Africa's population,
food production per capita declined by 1.2 per cent annually for the period
1970-1974- '

3, Censequently, developing African countries have to rely more heavily on food
imports at a2 %ime when food prices are skyrocketing. Tn the period 1972-1974 alone,
grain prices increased threefold . Since these food imports have gone mainly to

the urban areas because of better transport facilities and purchasing power, it

is likely that there has been a decrease in food consumption in the rural areas and
a soaring increase in the cost of living for the low income groups in these areas.
In many places, deficits in food supplies have reached famine proporticns causing
many deaths, particularly in the Sahelian region, This has oocurred notwithstanding
the rapid increase in cereal imports. 1

4. Such dramatic changes in the fortunes of Africa‘s agrioculture havi been partly
attributed to wnfavourable climatic conditioms. During the two-year paiiod 1972-1973,
the Sudano~Sahelian region was afflicted by a series of severe droughis. E~wever,
thess unfavourable climatic conditions revealed the long=-term weaknzsses of African
agriculture waich include the failure to adapt African husbandry {o needs, the

failure %o organize on a sufficiently expanding scale the supply of agricultural

" inputs, credit and marketing services, inertia regarding the introduciion ¢f mudern

technoloegy ard long-pending structural and comprehensive land reforms amd the lack of
sufficiert investment in agricultural infrastructure.

5. Government budgets and development plans have typically devoted a small
percentage of available resources to agriculture. Certainly important portions of
any aliocation must go to the opening up of new land and patural resources and to
other sectors. Expenditures for the exploration of natural resources may in many
cases be mest effective in promoting economic devslopment in general and indirectly
gtimulating all sectors. But there would appear to be little doubt taat allocation
for public services (extension, credit amd input supplies) and specific infrastruc-
tural improvements such as feeder roads and medium-scale storage fazilities have been
relatively small in both ordinary and development budgets.

i/ The figures from FAO Trade Yearbook 1972 show that Africe's cereal Smport
grew at an annual compound rate of 8.1 per cent in the period 1970-2972.
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6+ In past years, the rising cost and physical shortages of some of the inputs,
especially fertilizers, -pesticides and propagated seeds had .serious consequences on
development effor.s. The sharp rise. in the prices of these inputs in 1974 caused
downwards revisions in the plans of African Goverrments to ‘expand their service pro-
jectse The prices of staple agricultural products in most of Africa have risen
proportionately less than the prices of these inputs. Within a broader framework of
international accounting, there is no doubt that the marginal return on the use of
fertilizers in peasant farming in Agia and Africa {of the order of 8 to 12 extra
guintals of grain for.a quintal of fertilizer nutrient per hectare) is substantially
larger than on the use of fertilizers in Europe or North America (around 4 to 5 extra
quintals per hectare is. a liberal estimate ). Private accounting cannot reflect this
international benefit because cf the economicweakness in purchasging power of African -
farmers and their consumers. . B

7. To guarantee a continually expanding supply of modern inputs to African users
will require a very substantial change in international economic relations. -The old
and traditional international economic order is geared to established producing and” "’
trading interests. With all the goodwill. possible it cannot enhance the developmént
of African agriculture including. that of the other developing countries unless there .
is serious intervention to earmark supplies, often with some degree of subsidy, for
the economically weaker interests of Third World economies.. The design and implémeﬁt@-
tion of*new.arrangements will tax the institutions of,intgrhational gconomic co- :
‘operation, -but the effort must be made or the recurrent problems of food shortage

will become more severe.. The probiem of input .supply may be lessened {though not )
eliminated) by an acceleration of investiment in their production in the less developed
countries~ The elimination of uncertainty in the supply of fertilizers might be

worth a considerabie premium to African countries. The new International Economic
Order must devise ways to hasten the transfer of the necessary.cépitalAand technology
for the establishment of new fertilizer plants in Africa. to enSure production at
cheaper costs. : ' ’ : S ‘ :

8. The most impcriaat-asset of African sgricuiture is the abwdance of natural
resources including, in particular, land suitable for cultivation and grazing which
is either unutilized or underutilized. The progressive commercialization of agri-
culture and the increase in population however, have rendered the “raditional rural
institutions -.inadequatie in many developing countries.in Africa and other regionse
To be reaiistic, .any institutional adjustment or change has to be undertaken in the
‘light of the social and cultural background of each country and should net be imposed
haphazardly on the farming community. With an appropriafe institutional structure of
production; imgroved methods of cultivation and the introduction of new technology,
Africa should not only be able to feed itself more adequately and raise the iqppmes‘
of the now underprivileged rural population but also to expand exporis substantially
in a world which is likely to be characterized by food shortages and high food prices.
The present harvested area under staple foed crops in ECA member States is about 70
million hectares. most of which is under cereals. If appropriate programmes of '
development were implemented, it would be possible to increase this area by tenfold.

9, However, agricultural practices in many areas have still remained relatively
unproductive and wasteful in the use. of resources. CompaTred with internaticnal =
standards, the average yield per hectare of land in Africa is relatively low, about
one ton per hectare for cereals. But-in many cases low productivity is partly due to
difficulties of marketing and sharp fluctuations in prices which have an adverse
effect-0n<farmers'—incentives~to]increase_production.' '




10. Unless the appropriate transformation is brought about in the structure and
organization of African agriculture, . including the system of land holdings, destined
to ensure a more cppropriate factor mix, most of the increase in aggregate demand
estimated to rise at over-3.5 per cent annually and even higher for foodstuffs’
would have to be met by more imports, thus putting furthgp'pressure'on foreign

exchange earningse.

11. Another problem area is the research effort which should be many times greater
than at present in order to provide a continuing flow of profitable innovations. -
Although there is scarcely any -articulated opposition to the principle of expanding
agricultural research in Africa, the efforts so far made are limited, principally -
for two reasons: - (1) Governments gladly agree in principle but in practice allocate
far too meagre amounts because of budgetary constraints and (2) the out-turn of
qualified African staff required is small and without specific effort can increase
only slowly. In addition, agriculture research in Africa has begun only recently to

focus on the problem of generating specific profitable innovations.

12. Pricing policies also represent a problem area. Measures to ensure realistic
producer prices have paid dividends in terms of increased output in several African’
countries especially as regards industrial crops.. But there are instances where
Governments nave refrained from authorizing higher producer prices for food crops
-lest they chould lead *tc a general increase in the cost of living in urban areas.
Where thic is the case; non-price incentives such as subsidies on transportation costs
should be provided. Again; better producer prices alone are not always adequate

to guarantee greater oviput. Price stabilization is necessary. In addition thorough
consideration: is often  indispensable prior to launching any programme ‘either to
modify the cropping pstierns or to increase yields. )

13. : The effects of the recent drought and adverse climatic conditions have seriously
increased the cconomic difficulties of many courtries in the African region. Most

of the problems created by adverse weather have to be handled by the affected countries
themselves through appropriate long-term planning and investments such as in water
resource development, ‘land reclamation and population resetilement, etc. But it

cannot be giressed too much that international action fs needed to alleviate the
short—term cconomic herdghip created by drought. ‘

14, In-addition, it is suggested that the New International Economic Order should
ensure a much higher degree of food security to those countries most vulnerableé to
drought and similar disasters. The newly established World Food Council should contimue
to take the initiative in consultation with members of the international community . -
for attaining this end. - ‘At the regional level, work is in progress for the establish-
ment of the. African Ministerial Coimittee on Food. This Committee which is jointly
sponsored Ty OAU; ECA and FAO will be responsible for the co-ordination of food

production and distribution in member countries.

15. The New International Fconomic Order should also ensure better international -
trading arraungements in agricultural commodities. In addition to the general problems
facing commudity trade, which are discussed in section C, there are specific problems
relating to trade in agricultural commodities which require special attention. These
include first and foremost the erection of non-tariff barriers within the context of
income-support policies for farmers in developed countries, which from a global point
of view give rise 1o a maldistribution of resources. For example, it has been
estimated that as much as 40 per cent of world sugar produced in the -northern hemisphere
from sugar beets could be more economically replaced in the world at large by cane .
sugar. African Goverrments should urge developed countries to remoVe such non-
tariff barriers to trade.
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B.  INDUSTRIAL DEVELOPMENT

16., The performance of the majority of African developing countries in industrial
output fell short of the minimum target of 8 per cent annual rate growth set by the
International Development Strategy. Industrial advances in the' least developed and
land—locked countries in particular were slow and disappointing. Africa's level of
industrial cutput today stands at about §US 6,000 million only and accounts for
8lightly over 11 per cent of GDP. : ' -

17. Oply'mipor-structural changes in-the composition.of output, or geographic pattern
have taken place. Within Africa, industry is concentrated in some ten countries.

These . have continued. to -account for nearly 75 per cent of total -industrial output,
Furthermore, no significant change has taken place in Africa's.share of world industrial
production which, over the last decade, has stood at the very low level of 0.6 per cent,

18. . Generally, Africa's industrial structure is oriented to the production of consumer
goods. . Foods, beverages .and tobacco account for over 40 per cent of Africa's industrial
output. Import substitution in textiles, clothing and leather is the second most
important industrial activity. Some significant advances have been made in intermediate
goods industries such as cement, pulp and paper, chemicals and basic metal industries
and ocapital goods industries such as engineering. ~ Generally, however, the small size
of natioral markets has inhibited major developments in large—scale industries. -

19. Conseduenily, today Africa's industrial-structure is characterized by excess -
capacity, heavy external dependence for industrial raw.materials and intermediate inputs
and by a cost structure which has not made -it’ possible for countries to develop compara~
tive advantages, The industries created were of the type that tended to operate “in
isolation from the domestic economy. Because of their capital intensity they created
few. industrial jobs and instead of transforming tended t¢ strengthen the dualistic
charecter of African countries.: . S K o

20... In Africa, the basic strategy pursued bas been ‘import=substitution and ‘the main
policy instruments used by Covernments were tariff proteéction, tax holidays and other
incentives to attract foreign investment., This has no doubt led to a broadening of
Africa's industrial base but not to initiating a process of sustained’ industrializa~
tion.., To be successful, such a strategy calls for a widening and deepening of the
import—substitution process based on increasging incomes and rising demand.

2l. A strategy of multinational industrialization could have given impetus to the
process but efforts devoted to promoting multinational co—operation among African
countries in this field; proved disappointing, Industrial poelicy measures pursued

in the context of an import=substitution strategy would also seem to have largely
ignored. the potentials that existed for raticnalizing the distribution of industries
and for reducing excess capacity. A progressive lowering of tariff barriers among
African and other developing countries would, for sxample, have stimulated specializa—
tion and complementarity, Governments were not, however, disposed to do this even where
there existed customs union arrangements mainly because the established industries

were not developing international competitiveress.as had been expected they would.

22, The unemployment problem.of African countries is huge and cannot be solved
through industrial expansion of the import—substitution type favouring capital
intensity.
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23. Policy instruments designed for import—substitution are not capable of promot:mg
export industries. In particular overvalued exchange rates and a continued high
degree of effective protection favour imporis over exports. This is why the cases’

of successful spill-overs from 1mport—subst1tutes to exports rema1ned few and far
between. - - .-

24, Further restrictive factors on Africa's industrialization at the international
level are firstly the effects of international economic policies and secondly the
operations of multinational corporations. Under the first category, recession
fundamentally affects.the capacity of African countries to acquire the goods and
services to promote.industrialization and iriflation raises the cost of industrializa~
tion. Under the second category, the bias of multinational corporations for capital-
- intensive .production process and their capacity to manipulate cost=price relation—
ships .tend to distort the goals of national industrial development policy. '

T

25+ - For industrialization to become a self—generating process, the industrial deve—
lopment policy must be .capable of performing certain basic tasks at the national,
multinational and international levels. National industrial development policies

- - should bring about ah integration and consolidation of the national sconomy and

thereby foster greater economic independence. In this comnexion the Committee for
Develdpment ‘Planning in its eleventh .session was of thé opinion that it was fallacious
to view industrial and agricultural development as necegsary competitions, Rather,
industrialization should concentrate on interconnexions between industry and
agriculture. - However, with adequate emphasis on internal linkages, industry can
become a true engine of socio~economic progress. A multinational industrial develop~
ment policy among African and other developing countries is the means by which
large~scale, high productivity industries could be created so that the full benefits
of industrialization could be secured for African countries. It is also the
instrument- for promoting specialization and complementarity which would minimize the
wagteful use of scarce resources, The judicious combinstion of national and multi-
national policies and the promotion of African self-reliance through collective
action constitute potent forces for coping with the consequent1al efforts of inter—
national policies 'I:o the. benefit -of African cou.n‘tr:.ese

26. The Second General. Conference of UNIDO adOpted the Lima- Declaratlon which
embodies a Declaration and Programme of Action for co—operation and industrial deve—
lopment, The Declaration constitutes a major step forward in eéfforts directed to
promote the establishment of a Just and equltable internatjonal economlc order in
the field of 1ndustry. : S .

27 The ba51c precept .of .the Declaration is that it is by pursuing measures aimed °
at achieving a politically determined target that the accelerated indusirialization
of the developing countries could be achieved:.and that the present glaring inequali=-
ties in world productive facilities and incomes could be reduced, It emphasizes

the need for international co—operation to.enable the developing countries to raise
their share of world industrial production from its presemt level .of 7 per cent

to 25 per cent by the year 2000, Action at the national, multinational and interw
national levels would need to be co—ordinated to reverse past historical processes’
and thereby to bring about the establishment of a New International iconomic Order,
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28. The political acceptance of this principle Is the point of departure and indeed
the perspective for action by the international commnity. The focus of attention ;
is the effective'and efficient utilization of .raw materials, The exercise of full
sovereignty over natural resources would act as a powerful stimulant for the
redeployment of world productive facilities. In.such a scheme, industrial pro-

cessing for export should provide the motive force for accelerating industrializa—
tion and for initiating a self—sustained process of economic grovth,

© 29,  Such an export—orientated strategy neéds to be complémented,by_a strategy 6f_

milt inat ional -induetrial development. It falls upon individual governments to
co~operaie on a regional basis tocreate 1arge—scale'multinationalAindustries.

A dual sirategy such as this implies considerable mobilization of recources and
theé development of requisite institutions, eskills and domestic capabilities in
industrial technology. As a resuli of efforts directed to promoting industrializas"
tion in Africa during the last decade, some headway has already been mads in deve—
loping the skills and infrastructures needed to support indugtrialization. The
magnitude of the task ahead necessitates a substantial transfer of resources from
the industrialized countries to the developing countries in which international
co~cperation will play a decisive role. '

30, When it comes to the implementation of the Lima Declaration and Programme of
Action, it will be necessary for African Governments to intensify efforts in order
to  safeguard and promote African interests. In particular, in any scheme for the
vedigtribution of productive facilities, efforts need to be mohilized to ensure that
Africa will not.once again remain a commodity supplying region. Policy guidelines
need -to be elaborated on the progressive processing of natural resources for export.

31, The industries of primary and immediate interest to Africa must be identified
at as early u stage as possible in negotiations for creating new export and multi-
national indusiries. One of the first tasks therefore is the identification and
formulation of resources—based industries on a national or multinational basis.
The 1ist of such industries could include iron and steel, copper; aluminium, pulp
and paper, petrnchemicals, leather and & range of agro—industries. The early .
establishment of these commodities utilizing export industries would lay the
foundoiion for raising Africa's share in world industrial production.

32, ECA studies have identified a number of multinational industrial projects in
the fi=lds mentioned above, Follow-up action on these proposals needs to be
taken. In line with the approach adopted by the Second Conference of African

Ministers of Industry, projects should be formulated and consultations held to
define the steps end procedures required for setting up multinational industries.

33, In all, the implementationm of projects relating to both export and rmltinational
jndustries would involve the participation of foreign investment in one way or another.
Consequently, careful attention would need to .be paid to evolve mutually acceptable
and equitable arrangements for co~opération with foreign investors. Meesures will
need to be pursued in order to develop domestic capabilities in industrial technology
and to strengthen the negotiating pesition of African countries in respect of the
terms and conditions for the iransfer and acquisitien of industrial technonology.

The establishment of a regional centre for investment:pfonntion and the transfer

of technology could serve to achieve -these purposes. The first mseting of the’
Follow=up Committee on industrialization in Africa have requested ECA and UNIDO
to.promote such a project. ' ‘




- 14 -

¢, COMMODITIES AND TRADE

34, Aboui one quarter of the meagured Fesources of ;the African region are derived
from tradz, hence the pervasive impact of changing conditions in the world econemy
on African development and the great importance which African countries have
traditionally attached to trade issues: But-in spite of the importance of trade

to African countries, the role of Africa in world trade remains small, Between

1970 and 1973, exports of developing African countries accounted for only 4.2 per
cent of world exports. Of this, almost half was accounted for by the six petroleum-
exporting cocuntries in Africa.. By contrast, the developed countries accounted for
about 80 per cent of world exports bver_théfsame-period.- This, in a.nutshell,
illustrates Africa's predicament. It ig the victim of an asymmetry in the world

economys. . Developments in Africa have = less than merginal impact .on world economic

conditions in general, yet'develdpments elsewhere, particularly in developedxn ,
countries, have a. greater impact on African economic ccnditions. .

35. Not only do African<exﬁorts represent a small proportion of world exports, .- .
but they are also highly concentratéd on commodities. Between 1970 .and 1972,

primary products, excluding petroleum, accounted for 54 per cent of African exports.’

Including petroleum, they accounted for 92 per cent cver the same period. The
major proportion of these exports goes to the developed market economies of the
West. Between 1970 and 1972, these countiies accounted fer roughly 80 per cent of
African exports. The enlarged EEC alcne accounted for about 57 per. cent of African
exports; the United States of America for about 9 'per cent and Japan for about 7.
per cent. -Imports, on the other hand, are highly ccncentratéd on manufactured
goods. Between 1970 and 1972, they accounted for T3 per cent of African imports.
Thus, Africe depends heavily on merkets in the developed countries for its exports,
and -on, supplies from developed countries for its imports. It is within the- context
of this situation that trade policies from the point of view of Africa must be
considered. ' ' ' . - :

36. In spite of its generally insigmificant role in world trade,. Africa ig 2
leading exporter of some commodities ‘such a8 cocoa beans, palm kernels and cil,.
gisal, groundmuts and oil, clive 0il, coffee, diamonds, phosphate rock, manganese,
and copper. The complete picture is given in table 1, which shows the African
share of world exports for each cf the major agricultural commodities end the
Afriean share of world production for each of the major metals and minerals.
Export figures generally give a better picture of Africa's role in the world
economy; production figures, such as those for the metals and minerals, tend to
understate Africa's role because a high proportion of African production is
exported compared to cther areas in the world. - Developing Africa has some
bargaining power vis-a-vis the developed market eccnomies, provided that African
countries can reach a united stand on the” problems which confront thems

(1) . Instability in primary commodity trade

37. Instability in the prices and in¢omes which African countries receive for
their commodity exports 1is arguabij the most important problem facing developing
African countries in ihe field of trade. It has certainly been the most discussed,
not only in Africa, but also in'other parts cf the developing werld. The African
experience has beénumixad since the start of the Second Development. Decade. As a’.
result of powerful inflationary forces at work in the world ieconomy, the prices of

pfrican imporis rose steeply at the beginning of the 1970s, by 4 per cent in 1971,
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8.7 per cent in 1972, 23 per cent in 1973, and 38.8 per cent in 1974. _Exporj _
prices, excluding that for petroleum, lagged in 1971 and 1972, but surged aheaq

in 1973 and 1974 as the demand for primary products greatly exceeded supply. &
Since mid 1974, the :prices of most primary ‘commodities have ‘fallen sharply and ‘all

indications ars that the terms of trade of African countries have deteriorated

even more sharply as import prices hdve continued to increase.
- . e A " . - . -!- . .

Table 1: "African share in.the major world commodities

Average annual exports, ' Perééntage

1971-73 (thousand metric tons). share of -
Developing Africa World Africa

Agricultural commodities . . .
Cocoa beans g/ b/ L 949 - . 1202 - 79.0
Palm kernels and oil b/ 253 329°  64.7-
sisal a/ b/ : 279 501 557
Groundmuts and 0il b/ . . .. .. . - 402 . B5T 4649 -
Olive' 0il =~ . .- -0 110 346 - 31.7
Coffee a/ b/ . - 1 064 © 3488 30,5
Pulges S : S 406 - 1937 21.0
Oranges . , o .+ 889 -4 543 19:6 -
Ted'a/ B/ . .. ) o - 122 754 16.2
Palm 0il b/ =~ L . 167 : 1380 - - -12.1
Cotton a/ b/ : 381 4229 - -9.0
Rubber b/ 196 3 062 . 6.4
Bananas b/ . o L 425 - 6 603" 6.4
Sugar (raw basis) a/ - T 1252 .- 22433 ¢ 5.6
Copra and cocomt.oil b/ .. = . - 55 - . 1503 3.6
Meize a/ n S 39k - 39261 1.0
Wool (greasy)'s/ . . - S o7 112 0.6
Ricej.r R : 43 S 933 0.5
Jute a/ i L 1 . 956 0.1

_ Wheat and wheat flour a/ . 82 - 68 148" 0.1

Metals and minerals o
Diamonds (thousand metric carats)  ° 22" 766 47°325 . 48.1
"Phosphate rock ' S 21 207 90 960 23,3 - -
Marganese ore , . 1495 . B0 17.8 .
Copper ore a/ - ; 1 1115 . 68600 . 16.9
Petroleué;}crude) ' . 263 825 2 827 461 . 10.7
I?on ore a, Q/ : T : _ f 33 931 432 300 Te? -
Tin g/ 15 192 © 7.8
Bauxite a/ 3573 64 245 56
Lead ore a/ 144 3 405 4.2~
Zinc a/ o = 5450 . - 4.1

Source: FAO Trade Yearbook, 1973 and'Uhitéd.Hatioﬁé'Sfafistical Yéarﬁook, iQIj..

kg/ ‘Commodities inéludéd_in.UNCTAb's'pfopoéed écheme of international commodity
stocks. ’

Q/ Commodities included in the EEC compensatory financing scheme. Hides and
skins, and tropical wood products ere also included in this scheme.




- 16 -

38. As the experience of the different African countries has been divergent, in
table 2 the dduntries of Africa have been divided into five groups: oil~exporting
countries, minersl-exporting countries, 1and—locked countries n.e.s., least
developed coastal countries, and other ‘(semi-industrialized) countries. The
experience of each of these ‘groups is given separately along with the experience
of Africa as a whole. The roughness of these estimates must be emphasized.
Because of the way in which they were calculated - only the major exports of each
country were used in calculating the-export price indices - they tend to over-
state somewhat the fluctuations in the terms of trade, but the direction of
changes, if not the:magnitude,. is less open to doubt. - - o ’

39. 1It.can be seen from this table that import prices between 1971 and 1974 were
essentially the same for all groups of African countries, reflecting the similar
import -structure- of -African countries, with a high concentration on mamufactured
goods imported from developed countries. Import prices for oil-egxporting countries
have been slightly lower because they do not import petroleum, but the difference
is not significant. : :

40. Differences in the terms of trade between different groups .of countries are
explained almost entirely by the different prices they have received for their
exports. The terms of trade of oil-exporting countries have improved steadily
between 1971 and 1974; the price of their exports (principally petroleum) increased
by 17 per cent in 1971, 12 per cent in 1972, 41 per cent in 1973, and 239 per cent
in 1974. The mineral-exporting countries fared the worst; the prices of minerals
did not rise as much as the prices of agricultural commodities and petroleum during
the 1973~-74 boom. )

4l. The export prices of all groups of countries except the oil-exporting
countries fluctuated considerably between 1970 and 1974, generally being below

1970 levels in 1971 and 1972 and above 1970 levels in 1973 and 1974. Consequently,
the terms of trade of the non-oil-experting countries taken as a group, deteriorated
in 1971 and 1972 and improved in 1973 and 1974. The improvement in the terms of
trade of the 27 non-pil-exporting countries between 1972 and 1973 represented a

net transfer of resources of about %$US1,890 million, equivalent to 28 per cent of
their exports in 1972. This is greater than the total recorded net flow of develop-
ment assistance of %US1,410 million from DAC countries and multilateral agencies to
these same countries in 1972. g/ For all of Africa, including the oil-exporting !
countries, the improvement in the -terms of trade between 1972 and 1973 represented

a net transfer of resources of ahout ?US3,620 million compared to a net flow of
development assistance of %US2,200 million in 1972. Since mid 1974, commodity.
prices have been falling steadily. Fxcept for petroleum and some agricultural .
food commedities, they are now approaching 1972 levels. For all of the non-oil-
exporting countries in Africa, this reversal probably represents a net transfer of
resources out of Africa of about %#US3,000 million.

g/_ OECD, Development Co—operation, 1973 Review, table 22. This includes,
ODA, other. official-flows, private export credits, private investment, and net
granis and loans from all multilateral agencies on the DAC list. - 2US1,410 million
is the total received by the 27 non~oil-exporting countries in the study.
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Table 2: Fxports, imports, and terms of trade, 1970 to 1973, by groups of African

countries

0il-exporting countries
Exports (millions $U5;
Imports (millions 2US
Export prices (1970 = 100;
Import prices (1970 = 100
Terms of trade

Mineral-exporting countries

Exports (millions RUS)
Export prices (1970 = 100)
Import prices (1970 = 100)
Terms of trade

Land-locked countries, n.e.s.

Exports (millions #US)
Imports (millions #US)
Export prices {1970 = 100;
Import prices (1970 = 100
Terms of trade '

Least defeloped coastal countries

Exports (millions 1US)
Imports (millions $US) .
Export prices (1970 = 100)
Import prices (1970 = 100} .
Terms of trade .

Cther countries
Exports (millions $US)
Imports (millions $US) .
Export prices (1970 = 100)
Import prices (1970 = 100)
Terms of trade

Total Africa (33 countries)

"Fxports (millions 3US)

(excl. oil-exporting countries)
Imports (millions 3U§§

(excl. oil-exporting countries)
Export prices (1970 = 100)

(excl. oil-experting countries)
Import prices (1970 = 100)

(excl, oil-exporting countries)
Terms of trade

(excl. oil-exporting countries)

1970 1971 1972 1973 1974
4 949 5 801 6 821 9 981
3316 3 963 4 703 6 113
100 117 131 184 | 624
100 104 113 - ' 138‘ 181
100 - 112. 115 - C13) 345
2 423 2 067 2 302 2949
. 100 84 85 123. -155
o 100 _104. 114 140 203
100 8i 15 88 76
517 507 575 661
525 634 590 665 -
100 94 99 128 167
. 100 105 114 139 201
100 90 81 . 927 83
729 790 898 1 105
860 1 001 1 032 1 250
100 - 97 93 - 163 242
100 105 115 . 140 193
100 9z 81 116 125
2 647 2 395 2 928 4 002
2 776 3 121 3 152 3 851
100 95 112 172 256
100 T 104 113 140 205
100 91 59 123 125
11 265 11 560 13 524 18 698
(6 316) (5 159) (6 703). (8 T17)
9 420 11 001 11 873 15 096
(6 104) (7 038) (7170} (8383)
100 104 115 ’169 433
(100) (s1) (99) (151}  (e13)
100 104 113 139 192
(100) (104) (114) (140)  (202)
100 100 102 122 224
(100) (88) (87) (108)  (105)

Please see next page for the notes.
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Table 2 (cont'd) ~ Notes

1.

2.

Definition of country groupings used-in this table:

(a) Oil-exporting countries: Algeria, Congo, Gabon, Libya, Nigeria and Tunigia.

(b} Mineral-exporting countries: Mauritania, Morocco, Sierra Leone, Zaire and
Zambid,

(¢c) Land-locked countries: Burundi, Central African Republic, Chad, Malawi,
Mali, Niger, Rwanda and Uganda. ;

() Least developed coastal countries: Dahomey, Ethiopia, Gambia, Sudan
and Tanzanla.

1 i

(e) Other \seml—*ndustrlallzed) countries: Cameroon,~Egypt,'Ghana,_Ivory‘Coast,
Kenya, Madagascar, Mauritius, Senegal and Togo. :

Data for the other ten independent African countries were not sufficient for
calculation of changes in their terms of trade. ' - :

Caleulation of the statistics:

Export prices and import prices were calculated for each of the above
countries. Export prices and import prices for each group as a whola were
weighted by the value of the exporis and imports of each count“y in the
group: The terms of trade equats the index of export prices over the
index of import prices.

International price series for the commodities exported from Africa
were obtained from the UNCTAT Monthly commodiiy Price Bulletin, the IMF

Internationa. Financial Statistics, and the FAO Bulletin of Agricultural

Fconomics and Statistics. Export prices for each country were weighied by
the value of each country's major exports, given in the INF Internaiional
Financial Statisiics, April 1975« ' :

International price series were alszo obtained for ‘four groups of
imports: food and beverages, crude materials excluding fuels, mineral
fuels, and manufactured goods. Import prices for each country were weighted
by the proportion of each group in the country's imports. - These weights were
obtained either from the FCA Statistical Yearbook, 1973, or from the United
Nations Yearbook of International Trade Statistics, 1972-73.
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42, All this illustrztes that the fluctuations in the export earnings of African
countries as a result of fluctuations in -the prices which they receive for their
exports have not been small. They are of :the same magnitude as the total develop-
ment aid received by Africas: Such flugtuations play havoc with development plans.
Because of the small capital goods sectors.in meost African countries, most.
capital investment must be financed by foreign exchange earnings. Stoady.increases
in investments -are impossible when such earnings fluctuate sc rapidly and with
such amplitude. Structural transformation-from,a traditional, primary producing
country to one with a2 dynamic combination of agriculture and mamifacturing is
inherently more difficult when the intermational economic situation is liable to
change so rapidly. ' . .

43« Fluctuating prices and incomes create other problems as well. Correct long-
term responses to price incentives in production are more difficult; in fact, the
short-term situation may dictate a policy that is injurious to long-term needs.

The position of natural raw materials facing competition from synthetics .
deteriorates since purchasers prefer commodities less prone to large fluctuations.
And, over time, as the prices of manufactured goods continue their steady upward
movement, the prices of primary products are less likely to be just and remunerative
to primary producers. . ' e

44. Although the problem of instability in primary commodity markets has been
long recognized, international efforts to achieve greater stability have had
little success in the past. Internaticmal commodity agreements now exist for six
commodities - sugar, coffee, cocoa, wheat, olive 0il and tin. Cnly that for tin
has been at all effective in stablizing prices as it incorporates economic
provigsions in the form of. a buffer stock. The substantive elements in all other
agreements were suspended during the commodity boom. No international agreements
have yet been reached to ensure a reasonable degree of stability in the major
commodity markets. _ . » : '

45. However, in light of the manifest fluctuations in primary commodity prices

over the past four years, in particular the commodity boom of 1973-T4 during which
supplies of major commodities were very low, several commodit schemes, both
comprehensive and partial, have been proposed, discussed and/or Implemented.

Among these, the most comprehensive is_UNCTéQJs integrated. approach to commodities;//////

of which the principal element is a unified system of international commcdity
stocks for 18 key stockable commodities 1o be financed out of a common fund. This
system was proposed at the eighth session of the Committee on Commodities held at
Geneva from 10 to 21 Februggx 1975« The "commodities selected for the scheme are
“indicated in table 1. - : -

46. The purpose of the proposed buffer stocks is to stabilize prices within an -
agreed range and to assure supplies to importing countries. A comprehensive
approach; as opposed to-a commodity-by-commodity approach, has been proposed so
that countries and regions in the world can see the balance of .advantage in their
favour. The commodities are -both exported and imported by -every major region in
the world. Among the 18 commodities selected, nine - :cecoa, sisal, coffee, tea,
cotton, rubber, sugar, copper and iron. ore.— constitute.a significant proportion
of African exports and two - wheat and rice - .cgnstitute a significant proportion
of African importse . On the whole, Africa would gain if UNCTAD's proposals were
implemented in their entirety. It was also hoped that a comprehensive approach,
as opposed to a commodity-by-commodity approach, would raise the level of discussion
from that of commodity experts to that of national ministers who have more direct -
power to implement their decisions. : : ’
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47. The initial support for UNCTAD's scheme is not inconsiderable,-but African . -
countries. should be cautious before they lend their unqualified -support to it. .
The long~term costs and benefits of a:unified scheme.of international commodity
gtocks are likely to be finely balanced. - The initial capital cost i not small:
~“preliminary estimates by UNCTAD range from 4US10,000 million to 13,000 million.
If the scheme ig.to be self-financing, this will mean interest charges in the
neighbourhood of $US1,000 million to 2,000 million annually in addition to storage-
costs whicl will have ‘to .be financed by offering a slightly lower price to producers
than would prevail .on average over the long term. Whether there will be any long-
term benefits or not will-depend largely -on-the subjective evaluation of producing.
(and conéuming) countries of the gains from stable prices and assured supplies.
UNCTAD should be requested to prepare a paper illustrating more precisely the costs
and benefits to be expected from such a scheme, and the ‘World Bank,” IMF, and the -
oil exportlng countrles should be asked to flnance the scheme ‘at the lowest p0531b1e
cost. & -

oy . i N |

48. .. A second scheme which has already been signed'is;jgEijQQl;ggmpggggig:x;ﬁigggg:_
ing scheme, which is part of the Lomé Convention signed by the nine members-of EEC
and 46 developing countries in Africa, the Caribean- and the Pacific on 28 February
1975. Thirty-seven of these 46 countries are in Africa. This scheme, unlike that:

of UNCTAD, is designed to stabilize earnings, not prices. Under the scheme, an

ACP State may request-a financial transfer if the earnings from any commodity whlch
constitutes -at -least 7.5 per cent of its total export earnings falls more than

T+5 per cent below the average annual export earnings from this commodity over the
previous four years. For the 34 least developed, land-locked, or island ACP

States, the corresponding percentages are 2.5 per cent and 2,5 per cent. The
commodities for which this scheme applies are irdicated in table 1. Farnings from
sisal need constitute only 5 per cent of total export earnings for the scheme to
apply. Any financial transfer received is to be paid back without interest over

a five-year period from the date of the transfer in any year that the export price
of the commodity in question exceeds the average price over the previous four years
and the quantity exported to EEC is at least equal to the average quantity over the
previous .four years.. If after five years, the transfer has not been repaid, FEC
will decide.at its own discretion whether the sums outstanding should be waived or
whether they should be reconstituted wholly or in part, in one or more instalments.
The scheme is.not generally speaking an aid scheme except in so far-as repayments

do not bear interest and in so far as FEC may declde to wrlte off financial- transfers
which have not been repaid within five years. :

L3

49. The EEcnschemerrepresents a breakthrough in relations between developed and
developing countries. A significant group of developed countries has recognized’
that stable export earnings are a sine gua non for sound development planning.
Deve10p1ng countries. might question the limited number of commodities (12) included
in the scheme, or the ceiling on financial transfers of 375 million units of accoumt }/
over five years. This ceiling might make it necessary to institute some form of ‘
rationing. . But the conditions- of repayment are not punitive; repayments are only "~
required if export prices are higher than average priceés over the previous four "
years so that increases.in export earnings arising from'gains. in export volume do

not give rise.to an obligation to repay. And there is potential for a substantial .
aid component in the scheme, depending on how liberal EEC is with regard to-transfers
that have not been. repaid within five years. ’ : .

"3/ One unit. of account equals 1 SDR at its value on 28 June 1974.
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50. A third schere, tne IMF compensatory financing facility, was_inauguratedﬁin_
1963 and revised in 1966. - Uafortunately, this scheme haz not msi the aspirations
of developing couritriss since it is oparated in line with tlie general procedures
and praciices of IMP, Tais places certain limitations oa compensaiory lending.
For example, loans are only made to a country experiencing a shortfall in export
earnings, not to a country expsriencing a rise.in import prices and a fall in the
terms of trade, and then only if the country is alsc in overzll balan:ce--of-
payments difiiculties. Secondly, total borrowing from the facility cannot exceed
50 per cent of the couniry's guoia with IMF. This poses problems for deseloping
countries experiencing largs iemporary shorifalis. because- their guo¥as are generally
small.. . Thirdly,-the scheme is sélf-financing. Repayment is to be made at the
latest within o vericd of three to five years at nprmal'interest cilargas for
transactions with IMF. o ’ - :

51. The Ii¥ schem: is currantly uvnde: roview in the light of theee objections.
African countries should request that the TMI moke cumpeusatory financing available
to 2ll countrics experiencing a. shesitall in export earnings irrespective-of
whether they nic in overall baladce of payments difficulties, with compensation
being deternined bty the wize of the shortfall, unrestricted by IMF guotas and not
subject to repuyment in its entirety within the relatively short period of five
years. If sucih changes ware made, then the need for any additicnal compensatory
financing sohems would L2 largely overtuTse

52. CGther schzmey Zave been proposed znd Jdiscussed by Governmentsz and international
agencies, altnough not geneially in such concrete form as the above three schemes.
Prominent =noeg thzze irtter schemes has been the proposal to index the prices of
commodities exworted oy developing countries to the prices of.3he manufactured goods
which -they iivport. Thc proposal has ariscu from the need for prices oi primary
commodities “to-bs just-aniremunerative- to-the primary producing rountry.

~

Unfortunately. thasre sy many inherent difficuliies which heset any ucheme of

indexation.

. 53. Indexation of %he price of a wingle commodity is feasible; irrsspective of

the agreemz2nt of importing countries; ouly if there are a small numbsr of producers
with virtual con’rol over the supply, if the price elesticity  of demand ie low

and if tle croes elasticity of substitution is low. A high-incorme elasgticity of
demand ic alsv couducive; though not absoluiely necessary, to successful indexation.
It ig unlikel- that mony commodities other than petroleum meel these four conditions.
The problen wish indexavion alone is thait it feils to incorporate any ecchomic
provisione, I the above four coqditiorﬂ arz not met, it relies solely on tie
putual agrecment of exvorters and inporters and becomes a form of muliilateral
centracie 4s wcs 3tated sarlicr, the only intermational-commodily ngreemsnt which
has bezn ={festive in eevaring o just and remunerative returi to tie producer has
been the Vin cgreement becauvsa 1t incovoscrates economic provisiorns in the form of

a buffer asiock, -

54. Indexatici: rhouid be viewed s pairt of an integrated commodity scheme. To be
effective. any schem: designad %o affect directly the prices which producers

receive for their commodities st overcome four basic difficulties: tihe determina-
tion of a defunsible price-range, the establishment and mnanagement of btuffer stocks,
the need oy =ud tne problems of contrcl over production <nd the wiys und means of
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accommodating differences in efficiency and changes in producer patterns. g/
Indexation provides an answer to the first difficulty; it does not obviate the need
for stocking arrangements and supply management in order to keep the price at the
indexed level. :

4/ Thesc conditions do not .apply to the EEC schemc or to the THF gchema,
because compensatory financing schemes do not directly affect the prices which
producers reoceive for their commodities. If UNCTAD succeceds in setting up a
scries of international commodity stocks, it will cwentually have to face the

problem of supply management if tho stocks become too large at the price which
UNCTAD tries to dofond.
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(ii) Dependence on commodity exporis

55. As stated abovey primary rroducts excluding petroleum acgounted for 54

per cent of Africa's exports between 1970 and 1972. Primary products -including.
petroleum accounted for 92 per cent in the same period. This situation has several
disadvantages apart from contributing to instability in export earnings. The pro-
gspects for transforming a country's economy through growth in the export sector
depend on the linkages between export industries and other industries in the economy.
The stronger these linkages, the greater is the ‘effect of a rise in exports on produce~
tion in others sectors of the economy. Since primary commodities, especially mlnenals
and metals, generate relatively weak linkage effects, overdependence on primary com=
modities is not generally conducive to fast growth in other sectors of the economy.
Dependence on commodity exports also implies that little upgrading: or processing of
these' commodities is done in Africa. Since the value added in processing is fre=-
quently as large as, if not larger than, the value added in primary production,
African countries are losing a elgnlflcant potential source of income by exportlng
commodltles in their raw form.'

56. Dependence on commodity exports is closely related to such issues as access to
markets, tariff escalation in importing countries, and industrial development in -
Africa. A major policy change in this field was the acceptance by developed coun-
tries in 1968 of -the principle of tariff preferences on imports from developlng
countries as a means of promoting industrial development. However, most preferential
schemes that have been instituted since 1968 have usually been limited in application
by resirictive conditions regarding product coverage, the level of ceilings, the
degree of” preference, -and the size of preferential tariff quotas. The most noteworthy

xception is ‘the Lomé Convention between the EEC and 46 African, Caribean, and Pacific
countries. - The ACP states now have duty-free access into the EEC for all industrial
products provided for in the Convention. Although this will have little effect on
current trading patterns because ACP States export so few industrial goods, it should
act as a stimlant to the development of industiries to process raw materials in the
long run. African governments should attempt to negotiate similar and better agree=
ments with their other mejor tradlng partners.

57. The multilateral trade negotiations within GATT have shown little PTogress, 2/
Recognizing that non-tariff barriers have become just as important, if not more '
important than tariffs as impediments to the export of manufacturcs from developing
countries, the United Nations International Development ‘Strategy for the Second Unlted
Nations Development Decade called for the relaxation and progressive el1m1nat10n of
non-tariff barriers. Although the Tokyo Declaration relating to GATT negotletlons
contained a mumber of objectives and procedures intended to favour the exports of
developed countries, other factors both in the Declaration itself and in the initial
stages of its implementation raise doubts as to whether the negotiations will in the
end bring about a substantial improvement in trading conditions for -developing coun-
tries. A concentrated effort by African and other developlng countries is needed in
order to yield 51gn1flcant results,

(111) The;pettern of trade-

58. Although in the short term, Afrlcan countrles must rely on markets in developed
countries for their exports, in the longer term, new patterns of trade muet be set up

j/ The following is based on the report of the Committee for Development
Planning, on its eleventh session, 1 - 16 April 1975 (E/5671).
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in order for African countries to develop successfully. African exports are highly
concentrated at present with roughly 80 pér'cent'gbing to devéloped mdrket economies.
By contrast,. 1ntra—Afrlcan trade accounts for only 5 to 6 per cent of total African
exports. . : . -

59 . Recognlzlng that developlng Afrlcan countrles face serious problems in creatlng
new markets for their. exports, espocially markets within Africa, the Africa Trade
Centre was set up in 1970 at the request of members States of ECA to assist member .
countries in increasing their export earnings, to promote intra~African trade, to

-agsist in. training in trade promotion.and export-techniques, and to co-ordinate the

efforts of .other United Nations agencies in the field of export promotion in Africa.
The centre is now fully established. = It prepares studies relating to trade and .
development; provides:trade promotlon advisory services, marketing research services
and trade information and documentation services; sponsors training courses .in.export
promotion;:and. in Jamuary 1974 was instrumental in sett1ng up the Association of
African Trade Promotion Organizations to foster contacts and the regular flow of
information and communication between African countries in trade matters. The
resources of the Africa Trade Centre should be utilized as fully as possible by

African countries.

60. = An expansion of intra-African trade can foster efficient industrialization in
Africa. .The small size of African markets, as much as anything else, prohibits the
efficient production of industrial goods with large economies of scale; expansion of
markets- is necessary to exploit these economies of scale. Extensive co-operation
between African countries is needed in order to set up new trading links and to
liberalize trade within Africa. At .present, tariffs in African countries are
generally much higher than tariffs in developed countries. Possibilities of
economic integratioen should be explored. In this vein, the recently conclugded
agreement -among fifteen West African Statee to form an economic union with the
purpose of eliminating all trade barriers between them within 15 years is laudable,

6l. Expanded intra—African trade should be only one of the main elements in & prog-
ramme to promote the overall expansion of .trade. Expanded Afro-Arab trade is another
area which should receive special consideration. The Arab oilwexporting countries
are the world's fastest growing market for consumer and producer goods, a market
which could be tapped by developing African countries. The projects financed by the
Arab countries in Africa could also become a source of trade in invgetment goods and
raw materials produced in Africa. There is. the opportunity for a fruitful triangular
relationship between the Arab countries' capital, the human and natural resources of
developing African countries, and the technological resources of the developed
countries to promote the expansion of trade along these lines. :

(iv) . Marketing and distribution

62. The marketing and distribution of Africa's primary commodities are still over—:
shadowed by large, increasingly transpational and multicommodity corporations cone
trolled by interests in the developed countries, Alithough the situation is more
clearly understood than it was even a few years ago, how to harness the vast
technological and capital resources of multinational corpordtions to the aid of the
development process without adversely affecting the interest of both the corporations
-and their host countries remains one of the most intractable problems of development.
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63. The present situation with respect to cogfee, cocoa, cotton, and oilseeds -
Africa’s four largest agricultural exports - amply illustrdies._the problem, €/ The
world market for coffee is dominated by four companies — General Foods Corporation,
Standard Brands, Inc., Coca~Cola, and Nestlé, All have extensive interests in foods
in addition to coffee, and all have subsidiaries in every major ¢offee-importing
country. Nestlé, along with Hershey Food Corporation and British Chocolates, is _
also one of the three largest purchasers of cocoa. In addition, Nestlé has an agree—-
ment with Unilever to market foods in the Federal Republic of Germany, Australia, and '
Italy, a link which combines a large importer of cocoa and coffee with the largest
world importer of oilseeds and a company which has had extensive interests in West
Africa since the early years of this century. If this were not enough, Anderson
Clayton and Company, at onc time the world's largest cotton dealer. has a joint
marketing agreement with Hershey Food Corporation. The international market for
Africa's four leading agricultural exports is effectively dominated by a small group
of inter-related multinational corporations.

64. This trend towards concentration has tended to increase the bargaining power of
these firms. Although African production is largely in the hands of African Govern—
ments.and peasants: - foreign direct investment in agriculture accounts for not more
than 7 per céent of total foreign direct investment in Africa =~ and the selling of
African produce frequently in the hands of &vernment-controlled marketing boards,
the market for African produce is an oligopsony with many sellers and only a few
buyers.’ The competition among sellers enables the multinational corporations which
dominate the ‘buying end of the market to purchase the output at’the lowest possible
prices. ' These irends have rediiced the extent to which African exports can make a-
contribution to African development. The long min deterioration of Africa's terms of
trade since 1960 is in part explained by increased concentration in sarketing. If
international efforts to ensure just and remunerative priceg for primary products
prove successful, it is not unlikely that the greatest gainers will be the multi-
national corporations which tuy these produé¢ts. Constant margins on a higher price
will increase their returns. - -

65: The situation with respect to minerals is considerably different. If anything,
this. sector is more concentrated beécause of the large economies of scale in mineral
extrection. - In addition, multinational companies tend to exercise direct control

over production, marketing, and distribution as opposed to simply indirect control
over marketing and distribution by means of their oligopsonistic power. Roughly 60
per cent of foreign direct investment in Africa has been in the mineral sector of
African economies. In spite of successive nationalizations throughout Africa, the
situation has not changed much in the last decade. Although somé African fGovernments
have acquired nominal owmership of companies, multinational corporations have re-
tained the management and make the critical decisions affecting price and output in
light of their own profit-maximizing requirements. B ' o

66. The domination of marketing and distribution of African primary commodities

means that primary commodity production plays a less significant role in the develop—
ment of African economies than it might. African Governments should thereéfore éxplore
ways and means of increasing their control over the marketing and distribution of .
their own commodities. They should consider expanded: co~operation and exchanpge of
information among themselves so as to enhance their bargaining power vis-a-vis
tranenpational corporatiens. )

e e

6/ e following information is taken from Ann Seidman, "Prospects for Africa's
Exports," Journal of lodern African Studies (October 1971).
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(v) - Producers'® associations

67. The current world recession in the aftermath of the 1973-74 boom, and the
virtual certainty that exports of many African countries will- be depressed for a
good part of the remainder of this decade, have made. it more essential that the
measures called for by developing countries in the various forums outlined at the .
beginning of this section should be implemented as soon as possible. TFailure to
reforn the internaticnal frade system in favour of developing countries will put
satisfactory growth out of the reach of most of them. However, it is not enough to
call for certain measures, or to.rely on the intentions of developed countries to
implement themn. Afrlcan countries must make their own contribution. . Enough has
been said about what necds to be done and accordingly this subsection discusses one
approach to how it might be done through the establlshment of" 353001gt10ns of
primary producing countries. T T SO C

68. The role which such associations can play in the pursuit of developing coun=
tries! objectives in the field of raw materials and development has been widely
recognized. Such associations already exist.in some form for: copper, iron ore,
coffee, cocoa, and groundnuts. An informal association exists for phosphates and a
group of African oilseed produ01ng countries met at Lagos in August 1974 to discuss
the porsibility of forming an Afxlcan oilseed ‘association. In line with resolutions
passed at the ECA Conference of -Ministers in February 1975, the work programme of
ECA is Deing re-~orientated in this direction. Work has already begun on three
commodities of special interest to Africa ~ oil palm products, phosphates and potash
within the special context of fertilizers, and iron ore. It is hoped that work on
other commodities will soon follow. B

69. Generally speaking, with allowance for the peculiar characteristics of

specific commodities, the aims of. producers' associations are to co—ordinate research
on technical and economic aspects of production, processing, and marketing of African
commodities: to promote the establishment of industrial activity in Africa based on
the upgrading of primary products; to facilitate the exchange of information on prog=
rammes and policies; to promote. the consumption of African commodities in traditional
and new markets, especially in developing countries; to seek the removal of tariff
and non-tariff bvarriers to trade in African commodities; 1o co-ordinate standards of
quality so as to facilitate international marketing; and to keep under constant
review developments relating to supply, demand, and prices of African commodities.
All of the trade measures called for by developing countries can te accommodated
within the aims of producers' associations.

70. Producers' associations are especially relevent in the African context in view
of the generally marginal role of Africa in world trade, in view of the minimal
bargeining power of individval African countries v19—&~v1s the multinational
corporations which overshadow the market. for their- ‘commoaities and in view of the
general lack of information with respect to the production,- processing, marketing
and distribution of African exports. In continuation of efforts which bave already
begun, African countries might consider the establishment of producers' associations
for cotton, forest products, citrus fruits, sisal, hides and sklns, diamonds and

manganese.

1/ This association was formed on April 2, 1975.
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D.  TRANSFER OF RESOURCES

T1l. -The needs for the transfor of reosources can be divided into those of a short- -
term nature and those of a long-term nature. Short=~term mcasurcs relate to the need

to alleviate specific difficulties arising from the current ecconomic situation, in
particular the dramatic rise in the price of key imports such as petrolcum and

cercals. Long+term measures relate. to the problems of ‘economic development in .
general. In.light of the currént cconomic situation, long~term development programmes ™
have been virtuelly suspended in many developing countries. However, this~should not
detract attention from the ‘continued need for such measurcs. ' '

(1) Short=term meaéures

* - .
72. The recent explosion in the nceds and plight of the non-pil=producing developing
countries has been caused: by an upheaval in the world economy during 1973-74 and the
consequent deterioration in the termes of trade. As a rosult of inflation, recession,
the-large rise in import prices,. and the sharp fall in export prices, according to
IBRD estimates, the devecloping countries will réquire about §US 6,500 million in 1975
and 3US 10,000-12,000 million annually above the amounts previously projected for the.
. years.1976. to 1980, FAO cstimates that the investment neoded in the agricultural =
sector alone by 1980 will increcasc twofold over the cetimited current anmal level
of .6US 8,000 pillion and external 'assistance three to fourfold over the current
annual rete of .some $US 1,500 million.: o '

73. The'United Nations Secretary-Generel was authorized under General Assembly resolu-
tion 3202(S-VI) of 1 May 1974 to cstablish a United Natiens Emergency Operation for
providing relief fo the most seriously affected developing ¢ountries.’ The gravity of
the short-tcrm situation was underlined by.the initial identification in 1974 of 33
such countries: Rwanda, Bangladesh, Mali, ‘Somalia, Upper Volta, Chad, Ethiopia,
Guinea, Yemen Arab Republic, Dahomcy, Lesotho, Niger, Sri lanka, India, the United
Republic- of Tanzania, Haiti, laos, the People!s Democratic Republic of Yemen, Khmor
Republic, Pakistan, Sudan, Malagasy Republic, Central African Republic, Kenya,
Mauritania, Cameropn, Sierra Leone, Ghana, Senegal; Honduras, El Salvador; Ivory B
Coast and Guyana. As the: cconomic conditions of other-developing countries worsened,
on 23 April 1975 another eight. countries and Territories were added to the list: ; -
Burundi, Afghanistan, Burma, Uganda, Western Samoa; Cape Verde Islands, Egypt ahd
Mozambique. The rumher of African countries thus listed for assistance ‘¢came to 26.°
The plight of the countries in the Sahelian zone and other parts of Africa hit by
prolonged drought has been .the worst., - - . o o ' . '

Tde Tt was prejected thet in 1974, the resource gap of the most seriously affectod
would reach $US 3,300 million. . Amidst worsening terms of trade, the: World Bank and
IMF have given the revised estimate for 1975 as $US 3,000 million. - o '

75. Stop-gap emergency aid was for assisting with balance-of-payments difficulties
and was given out mainly in the form of outright grants and loans with a substantial
concessional component. Aid given under the Operation, to which commitments amounted
“to §US 275 million in 1974, was entirely in the form of grants. Total pledges
amounting to $US 2,700 million were to be contributed multilaterally and voluntarily
by Venezucla, Saudi Arabia, Algeria, Iran, the United Kingdom, Sweden, Kuwait, the
United Arab Emirates and EEC. The latter provided a further 2US 187 million direct
to the most seriously affected countries on the understanding that individual EEC
mombors- wonld providesrore wasiustehos Yloterdlly., . The Areab .mambors of OPEC .
provided through their own institutions & further $US 300 miliion in
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qmergency'aid on concessional terms to African and other most seriously affected
céuntries. Further emergency aid was aiso granted by OPEC members bilaterally for

longer~term development purposes. -

76, 'On the whole OPEC disbursements. during 1974-75 came to 1.4 per cent of GNP of

its members, while their commitments to developing countries bilaterally and malti-
laterally amounted-to $US 8,500 million, or 25 per cent of their accumilated reserves.

Of this, one-third was allocated .to the most ‘seriously affected countries. They

also committed $US 3,100 million to IMF for the 0il Facility and $US 1,000 million

to the World Bank. The United States of -America also provided further aid especially -

through its food programme.

77. More emergency aid from international organizations was channelled by IMF v
through its Qil Facility for 1974. Purchases from the Facility by the most seriously
affected- countries amounted to.SDR 600 million (about 3US 740 million). These were

in addition to SDR 600 million (about $US 740 million) in regular drawinge from IMF

in 19740 . -~ ’ ' ' E

78. FAO and World Food Programme (WFP) also provided assistance in food and fertilizers.
IMF, through its Manmaging Director and its Interim Committee o Energency ‘Aid, recom-
mended the creation of a Special Account from contributions of members to be used for
subsidizing interest payments by the most seriously affected countries for their
purchases from the Facility., The desirability of providing aid on concessional terms
for the period immediately ahcad was further taken up in Jamuary 1975 by the Joint
Ministerial Committee of the Board of Governors of the Bank and the Fund on the

Transfer of Real Resources to Developing Countries (The Development Committee). The
Executive Boards of the Bank and the Pund were requested to study the possibility of
creating a Special Trust Fund for this purpose. ' ' :

79. One main drawback in this kind. of cmergency operation was the lag of varying
duration.between allocation and actual disbursement by most Covernments and institu—
tions other than IMF, Under its 0il Facility, IMF filled the time lag by providing
quick purchases for relieving balance—of-payments problems. It financed $US 1,450
million (SDR 1,200 million) of the deficit, The remaining 3US 950 million was
financed by the disbuiscment of emergency assistance and other short—term gtop=gap
financings already mentionod. g ' ‘

80, As another short~term measure, rescheduling and even cancellation of public
debts contracted on hard commercial terms by those countries most seriously affected
by the current economic situation should be sympathetically considered by the
developed countries, from where they originated. A sucéessful solution to the
serious debt problem will increase substantially the ability of the countries
concerncd to concentrate morec on long-term problems.
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(n) Lp.simmem

81; The organlzatlon of emergency aid durlng the two—year per;od 1973-1975 temporarlly
overshadowed the greater longer—term needs for development aid. However, it is
encouraglng to note that the perennlal questlons concerning the real vclume &f ‘aid,
trangfer mechanisms and terms of transfer have featured promlnently in the .discussions
on the establishment of a New Internatlonal Economic Order ard that the: favourable
results of the deliberations assisted in: ‘shaping a very offective transfer of resources
to the ﬂmet seriously affected countries during the current emergency operatlon.

82. The International Development Strategy restated whet ‘the United Natlons considered
as the requisite volume of aid to developlng countries. Fach deve]oned country,
especially those in DAC which accounted for most of the resource trensfersf was called
upon to transfer to develop1ng countrlee a net volume of resources equivalent to 1

per cent of its GNP annually by 1972 if it had not already reached the target.

Within the 1 per cent, official development assistance (ODA} should reach a minimum

of 0.7 per cent of GNP, of which the outright grant element should he around 80 per

cent, -

83. During the present decade the flow of resources has fallen Par chort of  the.
targets. - The total net flow of resources from DAC countries in 19( w23 3USE4,4OO
million or 0.79 per cert of the combined GNP, of the advanced countries compared with
$U515,700 'million or 0,78 per cent in 1970.  Net off101a1 development assistance:
rose-marginally from $US6,800 million in 1970 to ~ $US9,400 miilion in 1973, but .
fell from 0,34 per-cent.to 0.30 per cent of gross natioral product. In fact, 'the
volume of official development aid remalned relatlvely etegnant..ln real Lerms, - over
the past decade'. 8/ : :

84. The pattern of aid distribution as indicated by Africa's share in the flow of
resources. shows that official development aeelstance and’ multlluuerc‘_’gld prov1ded
on concessional terms - 1ncreaeed from - ‘3USL, 700 mllllon or 25,3 per cent in 1970 to
$US2,400 ‘million' or 27.6 per cent 1n,1973. Bllateral ‘aid ln “the form of technical .
assistance increased from 3US205 million or 36.7 per’cent in 1970 to  »US1,100
million or 38,2 per cent in 1973, ODA as such increased from 3US51,300 million or
22 per cent’ in 1970 to $US1,800 nillion or ?5 .5 per cent in 1973. But while the
total flow of resources from DAC countries and mult lateral ugencies increased from
3U53,100: million in 1970 ‘to US4,100 mllllon in- 19?3 Africa's share .in fact
decreased from 21.2- per cent . to 18.1 per cent . Purlng 197G-2 97J.>the pattern

of resource -flow that emerged indicates that Africa received arn inc: easing share

in esources transferred on cone3531onel terme, but g deollnlng share of total
resources transferredz

8/ Organization for Economic Co—operat1on and DeveloPment Development
Co—operation, 1974 Review, . . . . i ;
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85. Within Africa itself, the 16 least developed countries improved their per capita
receipt of ODA and multilateral aid transferred on concessional terms from >US4 in
“1970 to $US 6" in 1973. By comparison, Africa as a whole had an increase of only.
SUSL per capita and came level at BUS6 with the least developed countrries.
However, when the total flow of resources from thé DAC countries and miltilateral
agencies is considered, the least developed countries of Africa received only 8US 7
per capjta in 1973, an amount equal to the per capita aid flow for the developing
countries as a whole in 1970. It should, however, bé noted that the per capjta

flow for these least developed countries had increased from- 8US4 in 1970 to $US 7

in 1973, while for the developing countries as a whole the increase had been only
from BUS7 to” $US9.4. If the special measureés favouring the least developed
countries continue and are reinforced by the new measures intended to incréase the
total flow of resources to the developing countries in particular the least developed
ones; there is hope that the emerging pattern of_fesource transfep will meet the
targets being advocated, ' ' L '

86, - The World Bank's révised five year programme 1974~78 envisages a total Bank/IDA
leading of %US30,000 million which represents an increase of $US8,000 million
above the JUS22,000 million forecast in 1971. However, although the increase
appears large in absolute terms, when account is taken of the present inflationary
trends and. currency realignments, the annual increase is 'no more than 7.8 per cent
above the level for the period 1969—73. Without more aid from other international
agencies, the World Bank's contribution would fall short of the assistance required
to help the developing countries to attain even a modest annual growth rate.

87, Vhile all developing countries are facing difficulties, the least developed
among them, including particularly the Sahel zone countries and Bthiopia which

have been worst hit by drought, will require more development aid on concessional
terms. The World Bank has estimated thet for this group to attain a per capita .
annual growth rate of 2.1 per cent during the remainder of the decade, the requirei
flow of resources on concessional terms would have to rise from 8US12,000 million -
in 1973 to $US18,000 million in 1976 and #US30,000 million in 1980,

88. There are a number of related issues which are pending solutions. The first

is the terms on which transfers of resources take place. It has been suggested by
the Committee for Development Planning that’ developing countries should be classified
according to their ability to meet the cost of their imports and the level of per
capita GNP. On a comprehensive basis, it is being suggésted that the middle-level
developing countries should give up their claims on resources transferred on
concegsional terms in favour of the least develosped countries because; after all, _
such rescurces are limited. In return the middle~level developing countries should
be given access to aid on terms that are between the interest rates charged by

the World Bank and IDA, the so-called 'third window'. They should also have

access to developed countries' capital markets where they would be guaranteed
subsidized interest rates, financed out of contributions made by developed countries
and the revaluation of the IMF gold holdings.

89. The second major problem relates to increasing the resources available to
multilateral institutions, They have already proved their efficiency and effec—
tiveness in the past including in the current emergency operation. DBegidés they
reduce problems arising from tied aid which is a common feature of bilateral

dealings. '
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90. In-recognition'of this, the Africen Group in the Bank has made a strong plea
for increasing the paid=~in capital of the Bank which is constantly being eroded by
inflation., The Bank should algo continue to raise funds in capital markets. Such
funds are however available on terms that the least developed countries can
scarcely afford. Their main source is therefore IDA whose resources are estimated
to increase by 15 per cent during the fowrthreplenishment. In real terms this will
be less than during the third replenishment. Therefore, moting the obvious shortage
of such funds, the African Group_ca called for creation of the "third window", a
category of funds which Viould be lent at no more than 4 per cent—imterest to deve—
loping countries which did not qualzfy for or did not receive enough IDA assistance,
Tresc afferts should be coupled with: sutsidizaticon of interest on other Bark loans to
needy developing countries financed by contributions from the developed countries.

9l1. The Group also pointed out that the criteria of populations yper capita income
and per capita aid flow used by the Bank for differentiating between the developing
countries were disadvaitageous to the majority of African countries that had small
populations and to other African countries with relatively high per capita incomes
but where the greater part of GNP was concentrated in an enclave and foreignm _
investment. -The Bank should therefore reformulate: policies that truly take into
account the economic conditions existing in a developlng country.

92, The African Group also supports the Bank's efforts to redirect its assistance

to the rural areas where over 40 per cent of the populatlon of the developing coun~'
trhagrlives . The criterion of clossic ceonohic Teturn to investment sheuld not be
cpplicd hire; beczuse the socicl ‘content of prOJLCtS thot will both sten the outflow
of the rurcl population ond gu_runteo them some income is bound to limit the scsale

of economic rocturns. The Bank should consolidate the success of such activities by
joining cther cppropricty international ﬁgtn01os in promoting tr.de in zgriculturcl

products. Assistonce by the Bonk in conjunctien:with FAQ, WHO, UNDP and other agencies
to crodicnte riverblindness in Africs is highly loudzble. The wocistance should be
cricnded to othbr ~reas of publlc heolth . for the eradlcatlon of other endemlc dlseases.

93. The Commlttee for Dev910pment Planning in its report or its eleventh session
held from 7 to 16 -April 1975 made a number of suggestions to increase the resources
flow to developﬁng countrlesr to enlarge the absorptive capacity for those countries
in which mass poverty is still pervasive and to improve the terms and conditions

of aid. : ’ ' .

94, The Committee suggested that technical and financial assistance should be
provided: as ruch-during the investment as during the preinvestment stage; in
connexion with the 1dent1flcatlon; feasibility, engineering design, construction
planning ard initial operation and managing of projects. They also requested that
a more liberal policy: ‘should be" adopted towards local cost finanncing, including
for national experts. Government- 1nst1tut1qn§ in the recipient countries should
be increasingly entrustetl with responsibility for executing projects.

95« The Committee added that, except when they themselves were explicitly providing
essential finance, the o0il producers wanted safe investments and at high rates of
return. A mechanism had to be found by which the surplus funds of the o0il producers-
and the technology of the industrialized countries could be put together for the
development of the poor countries. It stated that that purpose could be achieved

in various ways:
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(a) By the rich countries or institutions 'in the rich countries borrowing
from the o0il producers at commercial rates and lending to the poor at subsidized
rates; : .

(b)- By interest rate subsidies financed either by the profits or revaluation
of the gold holdings of IMF; or,by.;ombiged direct contributions from industrialiged
nations'and oil producers. - . . o : : o L

In its wiew there should be increasing scope forﬂigvestment‘ﬁy OPEC countries in
export—oriented industries in other developing countries, particularly in cases
where such industries could provide OPEC countries with needed imports and where

the latter countries could provide an assured merket for future years.

E. TEE INTERNATIONAL MONETARY SYSTEH _
(N Ty e <o :' o . "."- “_‘ . _‘_h : . . - Lt -:: N . o
96, In‘this-seétidn,,atténtion is. focused on the adjustment process, the -question'.
of convertibility, international liquidity, and the role of the International :
Monetary Fund. ' The transfer of resources to developing countries outside the

context. of the international monetary. system are discussed in the previous section. -

(i) [The adjustment process

97. Thére are principally three approaches to the process of ad justing balance—of=-
payrents disequilibria in developed countries: exchange rate adjustments, restric—
tions on trade and capital movements, and deflation of the domestic economy., Of .
these three approaches. the least damaging to international trade is recourse to
exchange rate adjustments. Thus, as rightly stated by the Committee of 20, the
proposed reform of the international monetary gystem should be based upon stable

but ad justable par values and equipped with intervention and convertibility arrange-
ments which do not belorg to widespread floating. 9/

98. The Bretton Woods Agreement provided for fixed exchange rates based on a gold
exchange standard with the United States dollar playing.the most important role. .
However, this Agreement was effectively ended by the.decision taken by the United
States of America on 15 August 1971 to suspend the convertibility of -the dollar

into gold., Subsequent attempts to revive the fixed exchange rate system through
realignments among the major world currencies have failed and a period of wide—
spread floating has ensued. )

99. The solution to this serious problem“appears to lie not only in-the adoption
of a system of stable but adjustable.par values as proposed by the Committee of
20, but also in the acceptance of the need to. avoid, competitive devaluations or
direct restrictions on irade. Hence the importance of the proposed principle - .
"that the behavious of Governments with respect to exchange rates is a matter of
international concern and a matter for consultation and surveillance in the

Fund". 10/

,ﬂ/v.Nature of monetary system's evolution assessed in an address by Jeremy
Morse, IMF Survey, 17 June 1974, p. 187. S ' .

;Q/ Intergovernmental Group of 24 on International Monetary Affairs, IMF
Survey, 20 January 1975, p. 25.

»
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100, However,. in:applying the system of stable but adjustable par values, the,

.problems to be faced by the -developing countrles should not be.minimized. In the
first place, there. a.re uncer'talntles -involved; although the level of uncertamtles

which will arise- from smail but stable adjustments may be less than those which.

aroge in the past . from 1arge and sudden adjusiments of exchange rates by the. major
tradlng countries. Secondlyr the new gituation will demand new expertise particularly
in..the .area. of . future markets in money. matters. This is another aspect of the
dynamics of development for which the developing countries have to provide expertise,
although 1n1t1ally they would need technlcal assistance.

,;lOl. It has been stated that the adoptlon of more flex1ble exchange rates to deal
with. external dlsequlllbrla w111 enable developed countries to concentrate on growth
and.. employment - problems at home which are essential for the orderly expansion of

w0r1d trade: including that of ‘the developlng -countries. In this.connexion, the
institution of the JIMF. oil facility, the OECD Financial Support Fund (“the safety
net") and other miltilateral and bilateral arrangements particularly with oil
producers should enable the industrial countries to cope with their huge deflClt
problems and so avoid trade and capital movement restirictions and/or deflation
that could adversely affect ‘developing countriest exporis. As stated ‘above, in

view .of.the usefulness. of the; 0il Facility, it is hoped that it will be continued

beyond- 1975 without.-prejudice to the need for specific measures to cope with the
problems -of . the- add1t10nal capmtal needed by the developing countrles as, discussed

in, sect1on D.

[

- ”..(-ii‘-)' " The .

102. Recent events have confirmed the danger of using national currencies as inter—
national reserve assets. Fluctuations in the yalue of reserve currencies and the
increasing costs of procuring gold as the ultimate-asset .into which: reserve.
currencies can be converteu have. demonstrated the need for an asset whlch is free
of such handicaps. African Governments should support the proposal to make SDRB

. the standard international currency with a basket of .currencies adopted as the

bagis of: its valuation. L;- '

They- should aleo support the: propoeal of . the Inter1m Commlttee to ~make mofe )
attractive the value and yield of SDRs pending the flnal provisions of inter—
national monetary reform. .The role of" gold and exlstlng reserve currencies
should be gradually reduced.. N

(111) I;qu

103. SDRs were first established “not only as an international currency standard,
but also as a means of providing international ligquidity for international trade
and payments. On a global scale,.in view.of the world inflation, there appears

t0 be no urgent need -te increase. 1nternatlonal liquidity: by the creation of more
SDRe for the time: being. However, it-is. doubtful vhether international 11qu1dity
ig equitably distributed between developed and developing countries.: If. and when
new SDRs are created, special attention should be. given to the liquidity needs of
developing countries. African Governments should support the proposal that the
allocation of SDRs should be linked to the development needs of developing countries.
In this connexion, three objectives emphasized by the Committee of 20 should be
achieved: minimum risk of adversely affecting other aid transfers, minimum overall
cost of SDR transfers, and maximum assurance that the allocations will adequately

reflect relative needs of developing countries.
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104. VWith the role of gold as the ultimate reserve asset in the international
monetary system being reduced, attéention should also be focused on the possibility
of bringing about a more equitable distribtion of international liquidity by
making ‘use of IMF gold holdings which -are at present worth $US6.000 million.
African Governments should support the proposal of the Committee of-20 that the -
IMF gold holdings should be révalued at prevailing market prices and the profits
used for long-term loans to developing countries and/or subsidizing .interest on
loans to "~ them. ' : e . B

105. Uinder the old Bretton Woods system, the creation of international liquidity
depended largely on balance~of-payments deficits in those courtries whose currencies
acted as international reserves. Other countriés had little ‘or no say in ‘the
creation of international liquidity. African Governments should -support the efforts
of ‘the Interim Committee to invest global control of liquidity in the whole inter—
national commmnity -acting through IMF in order to avoid uncontrolled liquidity
creation. C U R R

‘(iv) * The role of the Interpatjopal Mopetary Fund

106, In view of ~the changed world situation sinde the International lonetary Fund
was' created, there is need for its reform along with other elements in the inter—
national monetary system reflecting the increased importance of developing '
countries in the world. In addition to the need for a link between the operations
of the IMF and the transfer or resources to developing countries, discussed in
subsection (iii), there is a need to dbring about-more effective participation by
developing countries in the international decision-making process in monetary

r

~and: financial fields,

107. The effective participation of the developing countries in the international
decision-making process in the monetary and financial fields can be achieved only
through suitable amendments to the Articles of Agreement of IMF and sirengthening
IMF as an international instrument for effective economic and financial co—operation.
In this connexion, the strong representation of the developing countries in the
Interim Committee and the Development Committee is welcome. Similarly, the
proposal to amend the Articles of Agreement so +that the quotas can be increased
and tlie shares of the major oil exporters-doubled while the shares of ' the’ other
developiné countries remain unaltered is also ‘Welcome even though the recommended
increase of 32,5 per cent is below the 50 per cent increase which the developing
countries would have perferred. In conformity with the desire to reduce the role
of gold in the international monetary system, the recommendation that the 25 per
cent gold requirement in quotas should no longer be obligatory is equally
satisfactory. ‘ ' - ‘

108. The reccmmendation tkat the Interim Committee should be transformed into a
ermanemt council responsible for the management of the affairs of the Fund should
ge implemented as soon as sufficient’ experience has been gained by this Committee.
f course, the existing strong representation of the developing countries in.the.
Committee should be retained when the Counciliis created. S

~ e
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109. The voice of African Governments has been heard through the Group of African
governors of INMF and the World Bank, since its formetion in 1969, In September 1974,
al the Annual Meeling of the governors of .IMF and the World Bank, the Group
reiterated the African position as broadly laid down by the Heads of State of

member couniries during the meeting held on the occasion of the tenth anniversary

of .0AU at Addis Akaba in 1973.

110, The Af¢10an position all along was that the most valld concept of the reform
of the international monetary system had been and still remained a global approach.
The Group supperted the cfforts of the Interim Committee to increase IIF resources
by 70 to 100 per cent in order to meet the needs of deficit countries and
guarantee that any quota increases thus made necessary and the resources so raised
were put at the disposal of all .members through effective participation in
declslon-mak1ngn and the calculation of quotas adapted to the new economic and

. political realities reflecting the importance of developing countrles.
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s -TRANSFER‘OF TECHNOIDGY"

111. In view of the low lcvel of tcchnolog1cal capability in most dcvcloping countrics,
therc has been little alternative in the past but to import tcchnology whilc domestic
capability is being developed. Indecd, in thosc arcas where domcstic capability is.
least devéloped, demand for technology has been greatest, particularly in the follow—
ing ficlds: survcys and development of natural resources, modcrn processcs of produce-
“tion; transport, and infrastructural facilitics. In linc ‘with with thecse dcmands, .
much technology has been transferred to dcoveloping countrlos in the post World War II
periody-but therc arc 4t loast two rcasons why rocelv1ng countrics have not fully

bcnofltod from thls transfor.

LT R | .
112, Flrst, the tochnology:whlchlhaé becn_transfdrrdd has not always’boeh suitablc to
the factor proportions found in devoloping countrics. In fact, therc has been a

definite bias in favour of capifal, reflecting the relative labour scarcity in developed

countrics where the technology was developed. In some arcas, cspecially agriculture,
this capital bias has been positively harmful. Becausc of the inflexibility in
adapting foreign agricultural tcchnology to rural conditions in devcloping countrics,
agricultural devclopment, which dircetly affects the majority of the African popula~-
tion; has boon relatively ncgleocted. In other arcas, it must be admitted, the harmful
cffects have not been so great. Eveon with the best offorts, it is doubtful that
labour-intensive technology could be dcveloped to prospect for oil or mincrals and .to
cxploit them on a commercial basis. The climination of the technological bias '
favouring capital calls for thec formulation and pursuit of effective tcchnological
wolicies and the urgent development. of domestic technological capabilitics by African
Governments. In addition, aid and trade policies pursued by developed countrics
should be re—examined with the object of promoting the import of labour~intensive

products from the developing countries.

113, Sccondly, the market for technology is dominated by transestional corporations
controlled by intercsts in the developed countries, Contractual agreements between
developing countrics and transrational corporations have often resulted in developing
countrics' paying too high a pricc for tochnology. There arc few hard and fast rules
in this area, but genérally speaking thc market for tcchnology is an imperfect market
with transnational corporations exercising a monopoly rent over. highly specialized
technology. The maximum price for technology is gonerally determined by the social
opportunity cost of land and labour to the host country; no host Government should
rationally azcept a return to land and labour utilized by the transnational corpora-
tion less ithan the return in their next best uses. The minimum price is determined

by the private opportunity cost of capital to the transnationzl corporetiun; there is
-a minimum return on its capital which it will accept in order to invest in the host
country. Between these two oxtromes, the resultant price attached to the technology
will depend on the relative strengths of each side and the amount of information avail=-
able to cach sidec, espccially with regard to the other's position. Suffice to say that
the price is usually ncarcr the maximum than the minimun; developing countries are
usually in a very weak bargaining position both becausc of their small size and

because of the lack of rclevant information available to them. To illustrate the
contrast in sizc, in 1971, the sales of cach of the top scven transnational corporations

cxceeded the GDP of any individual African country.

114. The Programme of Action on the Establishment of a New International Economic Order
called for the formulation of an international code of conduct for the transfer of
technology. After exhausive discuseions at the international level, UNCTAD has since

&
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proposcd such 2 code with the following main principles: ll/ that supplicrs should .
trcat all rcccivers of tochnology cqually; that problema with respect to factor
intensity should be corrceted by guarantceing to receivers the suitability of the
technology transforred, a continued supply of information on improvements in the
technology concorned during the poriod of .the agrecment, and provision of assistance
in developing local technological capacity; that monopoly rights granted to a patent
holder to restrict the cxport of goods to othor markcte where the patent holder has
similar opcrations should be waived; and that adequatc training should be provided
with a vicw to taking over management at the ond of the agrooment period. African
Governments should support the activities of UNCTAD in conjunction with othor inter—
national agencics to implcment a code of conduct along thesc lincs.

115. In the long torm, African countrics must incrcasc their capacity to absorb and

make moaningful use of scicnce and tochnology. * In this arca, there is no question
that progress will -be slow. The dilemma is that dcmand for technological processes
will be great, but the sclective and prodictive utilization of tho supply that will

be called forth is bound to be limited for.a.while by inadequate local capability

(qualificd tcohnologists) to scrutinizothe suitability of plant design. The votting
capacity is csscential for guarantecing ageinst over-rcady accoptance of the rocommendae
tions of the purveyors of technology. The purcly tcchnological choice has alsc to be
treated in the context of wage, tariff and other fiscal mcasures which should not
unduly cause cnterprises to choosc capital-intensive rather than labour-intensive -
techniques. The sudden large increasc .in .cnorgy. costs calls for even closc cxamina~
tion of technological choices by the African countries, with a viow to limiting the
process of cosily mechanization which they 'arc in no position -to afford. '

116. The International. Devclopment St}ategy contained a programme for ‘the cxpansion
of the scicentific and technological capacity of the developing countrics and the -
creation of indigenous. techndlogy. It outlined four main componcnts: strengthening
scicntific. and technological manpower development and infrastructurc, putting more
effort into rescarch and dovelopment that are of special interest to developing: »
countries, casier and cheaper access to tcchnological information, and tho dcvelopment
of new technologics more-suitable for adoption by devoloping countries. ' o

117. The Committee on .Scicnce and Technology has taken up thesc guidelines and claborated
World and Regional Plans for achieving the objectives:of the New International Economic
Order in the ficld of science and technology. The Africa Regional Plan, while core
ceived in terms of solving the continent's unique problems, directs special attention:

to those areas neglected in the past: tropical agricultureal rescarth in the ficld of
genetics as a means of sproading the groen rovolution, resecarch in health, dict and -
housing improvements, rcduction of population pressurc and acquisition of literacy.

118. While therec arc few short cuts to. developing personnel and infrastructure in
individual African countrics, somc cconomics may be effccted through: co—operation,
especially among smalleor countries. Such co~opcretion should cover higher cducation -
and research facilitics which can be initiated with outside aid in the form of .

technical assistance.

11/ UNCTAD, Committce oh Tramsfer of, Technology, An Internationel Codo. of -
Conduct on Transfer of Teghnology,_Document_TD/B/CQ6/KQ.1/2, Supp. 1, 25 March 1975.

’
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G.  TRANSNATIONAL CORPORATIONS

119. In .the post World War II period, & new actor has appecarcd with increasing force
on the development scenc. This is the transmational corporation. Fow other arcas
of discussion.in the intcrnational community arc so cmotionally charged, with
accusations:against trasnational corporations ranging from neco—colonialism and
collaboration with -racist rcgimes to interference in the internal effairs of host
countrics and nonconformity with ndtional dovelopmént plans. Whethér these be true -
or- not,” tranenational corporations arc hore.to stay.” The Trole of transnational

. corporations in Africa is discussed abovein scction C, subscection (iv).

120. There arc two basic questions confronting African Govornments in their dealings
with transnational corporations:  transfer of technology and national sovereignty.

The first qucstion was -discussed in scction F. Concern about®the activitics of .
transnational corporations first arosé¢ out of the link between transnational corpora~
tions and the.transfer of technology to developing: countrles, transnational corpora—
tions being the-major agent for transfering: tochnology. But it is more the dquestion
of sovereignty that has made transnational . corporatlons a soparate 1ssuc in discussions

on the wa Iﬂternatlonal Economic--Ordcer.

121. The.soverelgnty of a host'country is affocted in many ways by the prescnce of a
transnational corporation. ‘A developing country, indced any country, builds and
maintains. a network of infrastructural facilitics for the benefit of industry for
which it rcasonably éxpects a transnat1ona1 corporation situated in its country, like
any domestic corporation, to pay its share of the costs. Unfortunatcly, a trans-
nationu! corporation is ofton able to avoid taxation by moans of transfer prlclng,
1.0., by overpricing inputs to and underpricing outputs from the subsidiary in the '
eveloping country:in order to show no net profits there. The ability of -a host™ *~
country to collect taxes on profits or approprlatc itg sharo of the lelandS, if

any, is roducod.

122. Sovcrelgnty is affected by the sheor size of tht transnational corporation.
Deeisions taken by a transmational corporation, Ce 8¢y the reising of capital in inter-
national markets,” often cxert a greater influcnco on the cconomy of the host country
than- the Govermnment®s own fiscal and monctary policics. Similarly, the achicvement

or non-achicvement of dcvelopment ochctlves oftcn dopends cruclally on d00131ons

takon by a uransnat1onal corporatlon.

123. Sovorclgnty is affcctod by rostrlctlvo business practices of trensmational corpora~
tions, such as tho tying 'of raw matorials and intermediate goods to an affiliate, and
the allocation of cxports markets betwecen affiliates. Under such circumstances, an
export promo:iion policy may be morc difficult to pursuc. It is the qucstlon of
sovereignty in addition to the feeling that developing countrics arc paying too hlgh

a2 price ior. their tochnology that has led to natlonallzatlon of transnatlonal

corporations in many countrics.

%ﬁ24. An altermative to netiomalization is to take steps, such as the cffective .. ..

application of an international code of corporate conduct, designed to prevent the
abuses ofton associatcd with the activities of transnatlonal corporations, which
would preserve the creative functioning of such corporations as well as guarantce
the political and social intcgrity of host countries. Such steps have alrcady been:

‘?)
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-initiated. 1In 1972, the Economic and Social Council of the United Nations comvencd
a Gioup of Eminont Persons to Study the Imnact of Hultinational Corporations on Develop-
ment and on Internmational Relations. This Group proscnted its report in May 1974,
in which it proposcd among other things thc establishment of an information and
rescarch cenirc on transnational corporations. This proposal was adopted at the
fifty-seventh scession of the Economic and Social Council in December 1974, It also
proposed that the following principles should be included in a code of conduct for
transnational corporations: nom~interference in the internal affairs of host
countrics; eclimination of restrictive business practices; conformity to the
national development plans and objcctives of host countries; the transfer of tech-
nology and management tkills to host countries on equitable and favourable terms;
and respect for the socio~cultural identity of the host country. African Govern—
monts should support tho work of the Economic and Social Council through the
Information Centre on Transnational .Corporations to formulate and implemont such

a codc of conduct. '
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Corrigendum

Page 4, proposal 26 (b), "profits or revaluation" please read
"profits from revaluation".

_ Page 17, Imports for Mineral-exporting countries please read

_ 1970 1971 1972 1973
Imports (millions $US) 1,943 2,282 2,396 2,617

Page 23, paragraph 57, line 8, "developed countries" please read
"developing countries®.

Page 23, footnote j/, "gession, 1 - 16 April" please read fseasion, 7 - 16 April",
Page 30, paragraph 86, line 2, "leading" please read "lending'.
Page 32, footnote lg/ please read ";g/ 'Guidelines for the Management of

Floating Rates,' PFund Press Release No. 74/30, IMP Survey, 17 June 1974,

p. 181". B

Page 34, paragraph 106, line 5, "transfer or rescurces" please read
"transfer of resources™.

M75-1339




