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S L. INTRODUCTION

1. It is lnsaratlve to make reterence to certaln h1stor1ca1 aspects of

co- 0peratlon arrangements existing between tbe Af;lcanc r‘ar:l_bbean and Pacific
Group ‘of States (ACP on the- one hand and. the European ”COﬂOﬂlC Community:
(EE C) on the other hand as we attemnt to. dlscuss and reVLew their 00551b1e

future relatlonsbins“ The basis of the Lome III Convention and envisaged

preparations for negotlatlons of a successor arrangement can therafore be meaning-

fully undertaken v1th1n such n framework. It is timely to refet to some of the
difficulties likely to’ be ‘encountered during -preparations for the negotiations,
to begin with the Lome 177 Convention itself which has yet to run its specified

time. -

2o The env1sagea exchanee of v1ews by the ACP States on a successor arrange-
ment prov1des an’ ideal opportunlty for ?01np over some ‘of the ground. Con~
sequently the review and whatever assessment 1s made has .to take account of
a number of developments that have occured in the period in questlon, From '
an African. standpoint they include wovk associated with, certaln strategles

adopted 51nce the signing of Lome III Conventlon on B December 198&

3. For 1nstanceD in July, 1085 the Atrlcan ﬂeads of State and Government of

. the Organlzatlon of Afrlcan Unlty adopted Asrlce ] rlorlty Propramme for

Fconowlc Recoverv 1936n199“ (ADDFﬁ) which Was subsequentlv adopted in

resolution 5-132 /2 by “nlted Hetlons Generel Assembly durlng its Thirteenth

. Spec1a1 Session as the Unlted Netlons ?roeramme of Actlon for AFrlcan Recovery

and Development 1986=1993 (UNPAAERD) . Another major pronouncement by the

African Heads of State and Government was -on the reglon’s external debt crisis

which they adopted during their: Third Extranrdlnafy Se551on from 3C November

.. to 1 December 1987 as the «African Common Position on Afrlca 5. External Debt

Crisish. Added to the- above was the Khartoum Declaration in March 1988
representing a culmlnatlon of 4The International Conference onm. the Human

Dimension of Africa's Econonic FRecovery. and Developmenty .

4. Against the above background, work by the secretariat of-the'United Wations
Economic Complsslon for Africa {ECA), in close collaboretion'with other

secretarlatsboth Wlthln and’ out31de the Un1ted NamonsSystem has oroceeded
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Attention in this brief paper is divided intc threzs sections. :The first deals
with the overall economic situation from an Africen view point. It reviews .
the standxng of the ACPfEE” arrangement in terms. of ltS confrlbutlon to solving
some of the problems faced by the African: economles. The second focuses
attention on some of the lgssons gained: asva-result on the cpntinuation?qf
i;he_arrangemenf, The third"sectian-of”thetp&per concludes with suggestions
of what needs to be negotiated and suggesé;possibbe-strai:egieé° -
b ,_‘ S _‘_ ' . . “  y )
o ITy THE OVERALL . ECCMOMIC qT”UATI?H TROM. LY -4 RIC . VIEW FPOIHT

_ ‘ 3
5. It is onTy natural to exnect fhat Afrlcan countries. sxvnafcrles to the
Lome III uonventlon w111 be golng into the negotlatlons for a successor
arrangement w1th the aim of achlev1ng certain- objectlves,. As3part'of'the
backgreund to tne negotlatmnsg tley 'will need to review. the impact of the
world economic situation on thelr_respectlve.econom1e5='f¢t:can therefore be
assumed that part of the background9 aside from the scanty §nfbrmation
given above, must surely be experiznces bf the benefits deriving from both the
economic and political situations that have evolved in the period under
review. After all9 the African economlc and political ultuatlon is a total

sum of the region's own events and those at the WOrld 1eve1 in peneral

&. Ferhaps it would be well to recall what' was sald on thls in the UN"PAAE?P
"regardlng the situation. Pafﬁigﬁfafiy that the crisis has not’ only Jeopardlved
the developmentférééééé of the A%!@can economlesn but has aTSo thrpate1ed the
very su*v1va1 of millions of Africans JmPAAERD reiterated that ¢Africa’s
economic and social crisis has been a cause of grave concern to Africa and the
international community.(ofuwhich&the EEC-is an integral part) alike. The
‘persistent economic crisis in Africa, exacerbated by drought and deserthlcatmnS
and wore recent tragic famine and hunger have strengthened the resolve of the
African countries, indi#idually*and collectively, to take immediate and concrete

actiong to achieve sustained economic and social development of their countries
1

in the medium~term and long~termy .~

1/ See for further details United Natioms Programme of Ad¢tion for .
African Economic Recovary and Development 1986-1350,
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7. In ampllfrcat1on 1t was stated that the per51stence of the ‘African economic
crisis had been agaravated by a comblnatlon of exogenous and endogenous factors.
'Amone some of the endogenous factors llsted were deflczenCles' in 1nst1tut10nal
and phy31ca1 1nfrastructuresq economic strategles and pollc1es that had 'fallen
short of ach1ev1ng their obJectlves='dlspar1t1es in urban and ‘rural development
_and 1ncome d1str1butlon= 1nsufflc1ent managerlal admlnlstratlve ceoac1t1ess '
Vlnadequate human resources development lack of financial resources, the
demographic factor5° and pol1t1ca1 1nstab111ty manlfested, 1nter al:.a9 ina
large and growing populatlon of refugees. Over and above many Afrlcan countrles
have had to contend with the adverse consequences of the po11cy of economic
destab111zatlon oerpetuated by the South African government. rf'he slate of
serlous eggravatlng exogenous factors included: the 1nternatlonal ac:onomic
rece551on° the decltne 1n commodlty prlce5°'adverse terms of trade° the decllne
_in the flnanc1al flow5° 1ncreased nrotectlon hlgh 1nterest rates9 heavy burden

-of debt and debtﬂserv1c1ng obl1gat10ns,‘

' :3._ Perhaps to better appreciate the implications and the usefulness of the Lome .

ITT. ConVention"of'therAfrican"econOmies some diSageregatiOn:of the various areas is

deslrnble. it is necessary in dolng s0 to review the teotal package ‘of ‘the articles
and protocols of the Convention itself. ‘The agreed objectives and principles

of cooperatlon between the EEC on the one: hand, and the ACP States on the other
hand, have ‘been clearly stated. Chapter One fot instance, stated that it

“inter a11a concluded «this cooperation Convention in order to: promote and expedlte

the economic,’ cultural ‘and social development of the ACP Statesand to consolidate

and diversify their relations in a spirit of“solidarity'and mﬂtdal interesth.
Chapter 4 of the Conventlon reaffirms that «sunport shaIl be provided in the
ACP-ZEC cooperatlon for the ACP States' own efforts to achleve more self-
reliant and self sustalned development based on thelr...capac:ttles9 their
_natural resources and thelr economic potent1a1 in order to promotc the ACE
States. soc1a1 and econom1c progress and the we11=be1ng of their populatlon
,throggh the satlsfactlon of thelr ba51c needs9 recogn1t1on of the role of women

and the enhancement of people ] capac1t1es with respect for thelr dlgnlty%,
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S+ It is thérefdre«interesting to note that the spirit and letter of the

¥

twollllustratlve examples of the obJectlve and pr1nc1p1es of the Convent1on
_are also an 1nte9ra1 part of the very founoatlon of the UN*PAAEED and the
Afr1can Common Position on Afrlca s External Debt Crlsls. Slmllarly9 the
Khartoum Declaratlon:f wh1ch stresses the importance of the human dlmen51on “
_of Afrlca & economlc recovery and developmentu The p01nt here is of a package
of 1nterre1ated 1ssues. What obtalns in one is bound to ultlmatelys sooner or
later, to affect others, The questlon then becomes one of the 1nten51ty of the
effect, and that is how the 1ssues are to be rev1ewed 1n the context of the AC“M
C cooperatlon Convent101

(a) The situation on the eve of Lome III Convention

_10, On g December 1984 in the Togolese cap1ta1 of Lome, the 10 E?C and 65 ACP

‘ States 51gned the Lome III Co*wentlon° Accordlnc to avallable 1nformat10n “
prov1dea by ECA, the economic situation in the ACP States at tho material t1me
was quite critical to say the least. TFor most of the Afrlcan countries “they
could hardly talk about economic take—-off any more. In one,ECA's,stugy_entitled
 4ECA and Africa‘s Development_1983ﬂ2008»9.certainlfects'were laid bare.ebout‘the
'  continued aave%se‘ﬁfricap=ecénomic:impoverishment, For instance, 2 picture had
emerged to show Africa’s current position as quite horrendous. Furthe;moreythe
‘fact the. the African region was likely to be more dependent on otherlregions:in
" all of its critical areas had become an  added cauge for concetrn and_aie:m,éf
Z.It*would therefore not be unreasonable to assume that Africa“s_continued in=r
~volvement with the Lome:IIT Convention was based in part, on the belief§ among
others, that enhancing cooperation through the Convention would provi&e.fofJ:

possible-reliefifor their already herd_preesed_economieen

11. Afrlea is stlll fa01ng tbe unvleasant experlence of its natural resources
not belng frultfully explolted ‘ The reglon 's huge known natural resources
reserves in the form of mlnerals whlch had been exp101ted had not led to the
1ntegrat10n of the natural raw materlal base in the reglon s ‘economic structure.

The story about the state of external trade and flnance 1mba1ances was equally

depressing.

7 Sce The Khartoum Declaration, The International Conference on ‘the Puman
Dimension of Airice s Bconomic Recovery and Developmpnt Khartoum,
8 March 1988,

See Economic Commission for Africa, ECA and Africa’s Development 1%983- ,
20083 A preliminary perspective study, Addis Ababa, April 1983, Part II.

Tl
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12. The dramatic increase inﬂAfricafs”exté:nal debt to about US$L158 billion
at the end o% 1234 represented abbut 36 per cent of the region's Gross
Doﬁestic Product (GDP). It was higher then 27 per cent of . exports in 1985

.as adebt/service ratio inspite of the fact that Lome III had come into force.
Had Africa’s external trade, espeecially its export earnings increased and the
- value of what was earned not been eroded by uncontrclled inflaticn,,couﬁled
with.a.fall in commodity. prices, the situation would perhaps not have been as
bleak as it turned out to be. Equally disturbing was the inadequacy of

concessional flows which forced a number of African countries to resort to

"1the-internétiona1 financial markets, mainly the private sources with -

particularly severe terms and conditions for loans. Revelation of this sombre
picture does not imply a castigation of either the ACP-EEC. arrangement or laying

all'blame;at'fhé-door'Step of the EEC as Africa’s principal trading partnmers.

13. However,the poin: still remains that the EEC countries are Africa's
principal trading partners. Their predominance in the African econoﬁies extends -
" at individual level-for many of them and also within the framework of economic
relations with the wﬁole'grqup of.tﬁé Organization of EconOmic'Cooperatioﬁ
for Development (OECD). In particular since Africa’s direction of ‘trade has
continuéd along the samé“patterﬁs of ékchange as in the colonial era. Another
_added factor derives from the fact fhat Africa's industrialization process has
'relatively speaking, failed to provide the dynamic forces for the structural

transformation to enable the economies to attain self-sustainment.

14.: Affica’s share of manufacturing value at the time of signing Lome III’
Convention only'éﬁded about 0.9 per cent. This was in’marked contrast to -
couritriés in South and Fast Asia where it was estimated at 2.7 per cent and
in Latin America about 6.0 per cent. The region's industrial. sector is not
only the least in the world but it is also characterized by an inflexible .
structure and conceﬁtrated in a very small number of countries.' Even in
these countries, production is limited to a rather nar:oﬁ-;aﬁgé{of i
termediate goods, consisting of light industries whick mainly produce
consumer goods. Even in processing and semi-processing for export of mineral
and agricultural raw materials, it is relatively weak.  Africa is ome of the
world's major importer of capital goods. ‘Imported eguipment and machinery

accounts for over 35 per cent of the total annual investments of the region.
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. (b} The Pbst"Lome.III economic situation -

T

15, 'In being signatory to the Lome IIT Convention, the African countries did
not abandoh their cwn internal‘dévelopﬁenf‘pfocesé-nor increased involvement
with parties other than members of the EEC. It is not easy to say what the
economic situation would have bééﬁs;had Africe not been party to the Lome III
Convention. . A better beginning would possibly be to recall one or two
sections of ¢Africa’s Priority Prograsme for Economic Recovery 1986-1990
(4PPER) », especially the pledze made by the African countriess themselves.
They categorically pledged ¢to take concrete actibns_and measures individually
‘and collectively for the achievement.of-the.économic derelopment of (their)
continent in unity and solidarity of African.pedples and Member.Statés».il
They reaffirmed also that the development of the African continent was-

primarily the responsibility of their governments and peoples.

16. A course of action and commitment to principle that was welcomed by

1]

the Trir+centh Sperial 7-asion of the Gemeral Asse~bly in: adopting rarolution
S13/2.. It;stated among otherthings, the conviction that concerted action .

by the international community was needed in support of the efforts of African
Governments for the latter to achieve economic recovery and developﬁent, In
.other words, giving additional support to some of the objectives and principles

which are also part of the foundation of the ACE-EEC cooperatio_n°

17. The next étep would then be to enQuiré_inté whether African countries have
lived up to their declared commitment?  Similarly, the extent to which the
cooperation Convention has made its.expected contribution, especially in
ameliorating Africa’s e@oﬁomic crisis? Some of the answers could possibly
provide a better: starting point in considering what to include or not in .

the successor arrangement to Lome III Convention.

{1) Crisis of external trade

-18, It is both well known and well documented that African countries, .
individually and collectively have never stopped to stress the danger .
paused  to their economies.as a.result of being heavily dependent on the

37 Organization of African Unity, African Priority Programme for
Economic Recovery, July 1985, para. & .
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export of a narrow range of primary commoditiss.= Over and above, neatly

75 per cent of thelr exports are . destined into the - deﬂeloped market economy
countrles,_ This aspect is Wlthout doubt, one of. the fundawental causes of

the region's much talked about economic crisis.: The gquestion ig what part

have relatlons with traditional ttadlng ‘partners played and,ought'to play?

12, Tt is partlr agalnet SLch unr solved quest1ons that We must proceed to examine

tha | lssuefﬂf~f3 of interdependence of Zurope \especlally the EEF) Wltﬁ ACP
couﬁtries.; %bﬁé of the deta'eiven 1n the tables also help to put meat to the”
bones c:rF ‘what this paper is about° It underglnes the ob1ect1ves ané prlnc1* les
of tbe Lone . uonventlon ltSElL ‘begsuse 1t combines both treéltlonal and non~
traditional AXEE . ThlS is Dartlg the reason why the nreamble to Lone iT

'

Convention reiterated the stpqato es «regard to. the Treaty estab?lshln

the atopean Fcononic Communtty9 herelnafter referred to .as the 7Tveaty

and the Georgetown Agvenment const1tutlnﬂ the group of Afrlcann Q@rlbbean and’

57

: Pac1f1c Sfatesh.—

20. “Developihg Africa’s overall exports in 1%q were U u5,4 bilifoﬁQ The -

'reglon 5. exports fell to USE4e .8 bllllOﬂ 1n 1986 and .rose sllghtlj to
.about US 57 3 b11110n in 19%70':“hose by Sub Saharan A{rlca were Jo$33°u _
biliion,: $2,,u bllllon aﬁ&!ﬁ 34u4 blllton resnectlvely On the other hand,

”1985 U"%S? 2 b11110n
in guo and US$5? 9 billion in’ 1?57 Ountrles of Sub Saharan Afr1ca 1mnorted

¥s$20.1 billien, JSQZG G #tllton and UQ$22,t bllllon res pectlvelyo Afrlca s

export rand  import. stru,ture destnneﬁ into t“e development arket economy

@countrlesg egpec1allyjthe FEC hac not ckh iange much over theyearsu

e

_21. 'In Africa and eé?eciefly in the so0. ca11e4 Sub“aabaran replon. _the countries.

Loi the FWC domtnate thelr external trade sectorc For example in 1086 and 1987,

Afrxca 8 exncrte te develc“"f wer?et ecrmamiar as a whnle aCCPunted tor 66 .5 per

?Ycent and 75. 0 per cent respectlwely The ones destined into the EEC were 50 per
cent snd 55 per ceﬂt ro: sectively. Imports ky ﬂ’VPlOplng hfflca from the EEC were

tresnectlvely 68 3 per cent in 1986 and 72,7 per cent in 1987

;-1cq 8 Eronomlc ?ccov»rv _Crovth and
0 Vil UN;-CK9 T Decewber lruﬁo

w5/ See: docunent E’*C*’TP(D“’Sﬁ
, Vevalopwtnt, “r0po sale fer U“_

6/ See Jonathan H. Chlleshe9 4The Lome Con vent:ongn' Unbrella fox Good.
Neighbourliness®, Lome IIIL: An Agenda for Africa, Seminar by African
Institute for Economic Develnpment ~nTlaboration with Economic
Ccommission for Africa, Dakar, &€-7 July 19284,
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22, At the timeé of signing of Tome III in'1984 the export of minereleﬁueié

and relateéd materiale -accounted for 71.2 per cent of total deve1op1ne_
Africa’s exports.” They decelne by-1.9 per cent a year later. in 1885 to

. 69.3 per cent. *xports from-ALrlca consisting of food, beverages and
tobacco rose from 11.0 per cene'ln 1984 to 17.8 per cent in 1985, On_the
other hands exports of both wacnlner“ and transport cguipment as well as
other nanufactured goods incredsad sllahtlv from 0.05 to 0.3 per cent and .
from 5 9 to 6»; nef cenf respecelweWy from 1984 to 1985. On the eide.of
1mp0rt the most 1mportan; componcnt of prlnar& cormodities . were food 1tems.;
These ﬂlalmed an 1ncreas1n prooortTov “of the fotal valueuf Afriea'’s dimport of
food, beverages and tobacco rose from’i7.1 oer ‘cent in 1984 to 17.6 ver cent
in 1985 ”he reelon 8§ 1mport of machlnery snd transport eguipment fe11 from *
57.0 per cent in 1984 to 34.7 per cent in 198547/
23. The crlels in the area of / rAfprica’s external trade is not only ﬂue to the
narrow range of exoorted commodltles and limited merkee destinations.; It
stems and is compounded in pert by the low prices which Africa sometimes
fetches for its exports° rr'he::‘e is also the question of eecalating:protectionisﬁ
to Afr1ca1 expofts in the main destlnatlon markets themselves. There wersg none-
thelessp some 1morovements in the 1nd1ces of. certalq export prices and a fall
in the 1nd1ce ef 1mﬂort° in 19e? 1ead1ng to an im provewent in the region’s |
.terﬂs of trade. Gﬁ the’ contrary9 an index of Sxport unit value (1990=100)

showed that prices decllneu‘over 11 in 1985 €6+ 78,2 and-to.62.0 ip 1986, with

some recovery to 62 9 in 1987.

ZQEJ Afr ica's or the.ACP States’ partners in the Lome.Gonveotions cannot escape
the blane for contrxbutlng te the voletlllty ‘of commodity prices. inspite oFk‘
qav1n° agroed to the provisions on stabilizing export earnings - elth1n the frame-
work of Stabex, Much of the ev1aence shows thet the main cause for the
volatlllty of coomodlty ptices is the’ result ‘of tinkering at will, with supply
.and demand 1in the developed 1ndust£1a]1 ed merketsn Tt remains to reason that
a najo'.eart of the blamo should rest on the shoulders of the HEC which is
Afrlca s main trading partner amon¢ this _group of the 1pdus trialized developed
countrlesa. It is therefore an open secret that beceuse the 1@dustr1311zcd

e

' counerles were ablo to depress deﬂend oerlodlcallv for a number oF cormodities,

oL Ee U0 B ~

77 Unlted “tiona. aurvey 'of Fconomid ‘and Social condition%‘iﬁ Africa,
Tf 1286-1987, Economic Commission for ﬁfrlca T ECATCH. 14 /4 .
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resulted in a downward movement of -commodity prices .during the 1980s. .On the
supply side ‘also, it was the continued influence of uneconomic competition.
Mostly created between natural raw eaterials‘and.synthetic.substitutes that -
_fueled the 81tuatlon. For example, P rolcun-based synthetlcs for natural
-rubber, maize sweeteners for cane sugar plastlcs for prlmary natural f1bres

!

1nc1uding the use of conpreSSLOn technlques to bind certeln products 80 that
8/ : .
the use of cords like 31sa1 became antlguated-*

25. It'is,not a question of a single factor being said: to be the principal
cause oF*the African economic crisis. Rather, it is a result of a combination
of these and other related factors. They explain iR part, why the'price
'dlfferentlals were 1n favour of doméstic producers in the ‘Furopean Econom1c
dCommunitﬁt In oartlcular under its Common Agrlcultural Pollcv (CAP) which
seeins to have 1nst1tut1onallzed ‘the prlnclole of subsidies even for uneconomic
-productlonu This view is also suoported by work’ conducted by the Internatxonal
' Monetary Fund (IMF) in the’ case ‘of sugar. The IMF estimated for example that
When the free 1nternateona1 merket prlce for suger had uropped from 40 cents

in 1980 to e mere 2.8 cents per pound in 1985, the ratio of domestlc to free

market Drlces actually rose from 1 to 5.in’ "the E ucgl

26, These are some of the reference p01nts whlch need taklng into account in
‘draWLng up a strategy for negotratlng a successor arrangement to the Lome IIT

'Conveptlonn

(ii) Crisis of the commodity structure

N 27. Prlmary commodltles ‘have been the backbona of the Arrican economies.
Indlcatlons are that tﬁey w111 continue to be so for many yeers to come.
Commodlty productlon and trade for the Afr1can economies is a major source

. of both employment and foreign exchange. As stated a.llttle earlier, for

_] See QECD, «Commodlty -:r:.ces»9 Interlink Worklng Paper9 No. 27,
. Bovember 1985. :

2/ InF, sRecent market developments and outlook for prlmary commodltles»,
" DM/85/55, 12 September 1985, p. 31.
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most African countries four or even less than three commodities account for

the bulk .of their respective foreign exchange carnings. Over and above; the
other sectors of their economies like transport, trade and industry to name

but a few. alsc depénd on'the-bouyance of p:ima:y commodities.

26,, In adootlng Afrlca 8 Prlorlty Programme for Economlc Recovery 1986*1990
(APPER) , the. Afrlcan Heads of State and Government of the Organlzatlon of
African Unity acknowledged the 1ack of _progress in tackllng problens assoc1ated
with the commodity sector as cne of the main obstacles to prospects of economic

recovery -in the African region.

29, It is therezore qulte understandable that Afrlcan countrles should appear to -

show more. than casual concern w1th any seemlng adverse developments in the
commodity sector especlally the ones that relate to mlnerals and acrlculture.

Perhaps the same reasonlng can be advanced to explaln the 1nterest whlch

_Africa has shovm to the alternat1ves and some of the solutlons embodled in

the AC?—EEC cooperatlon Convention. We shall return to. thLS partlcular aspect
when we . review the extent to Whlch the Lome IIT has a551sted in ove*coming
some of these constralnts. The analysis will form part of the background in

considering what changes need to be made to the successor arrangement.

30. The world commodlty outlook durlng the 1980-13987 period accordlng to
avallable statlstlcal data assembled by the Unlted Hations Fconomlc Comm1551on
for Africa (ECA), other secretar1ats mcludmcr the United Natlons Conference

on Trade and Development (UNCTAD}, the Food and Agriculture 0rgan1zat10n-of‘

the United Nations (FAQ) and the ACE had been qulte unfavourable to the
cormodity sector. This was one of ‘the maln contrlbutary factors for its failure
te play ‘a 51gn1f1cant role as an economlc englne of growthn The overall
resultlng loss in export earnlngs from commodltles for the Afrlcan countr1es

was estlmated at USté bllllOP or about 9 pex cent between 1985 and 198?°
31. So much has been said and written on the subject in question. Similarly,
a lot of statistical data is available to support many of the concerns we

are likely to stress. Consequently5 the African governments and thelr

pollcy makers could not help feeling a little satlsfled with the knowledge

that through the ACP-¥EC cooperation Conventlong thelr partners had agreed
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to the 1ncornorat10n into the partnershlp arrangement of a system for
stab11121np 1osses llkely tec arise from exportlng at less than remunera*
prices. In the same vein, any developments and actions taken in the fora of
UNCTAD, IMF and the World Bank on the issue of compensatory financing aimed
at helping.with.the'plight-faced by the_commodity-dependent_countriess-is

more’ than a breath'offfresh ey

3z, It 1s pub11c knowledgn)that Afr1can countrles at 1nd1v1dua1 1eve1 and
also collectwely9 have not ceased from stre351ng the danger to thelr :
economles which arises from belng too heavlly dependent cn a narrow range of
pr1mary commtdltles. Iacurally, whatever ess1stance and cooperatlon that can
'.be extended to them as seems to be 1mplled in the obJectlves and pr1nc1p1es
of the AEP"EFC cooPeratloq arrangement is con51dered a manlfestatlon of
interdependence. = Thus no one could have been surplsed that in submlttzng
APPER to the Thirteenth Speclal Seesion of the Unlted Hetlons9 the Afrzcan
governments laid strong emphasis on giving a mew lmpetus to flndmer solutions,
- among. others, to the 1ssue of thelr commodlty sector. In part1cu1ar9 that
_every effort be mede not only to increase product1v1ty and productlon but
also dlvers1f1catlon of both the1r commodlty composetlon and dest1net10n of

=_the_(;:::mmc‘)d,1t1es exported.

33. 'Ambngfsome‘bf the strategies stated in the UN-PAAERD for dealing with
the crisis in this sector is finding ways and means of maintaining the’
cdmpetitiveness of African exports of raw materials, and increasing the' -
domestlc veluewadded of such exports,- In partlcular through greater
processlng -and u51ng raw meterlal exports as a. sprxngboard for generatlng
the productlve env1ronment that cou 11d be capable of 1”"1ch1ng the Afr1caq

economles into the world markets for a wide renge of manufaetures.

: 3&; There are a number of very iﬁteresting aspects concerning the issue

of commoditing. HAwev~r at this perticular‘moment“in time, attentibn'is‘to
be focused on a few select areas since the aim is to prepare the ground for
negotiating a successor errangement to the Lome ITI Convention. One of these
vqtestlons must sura 21y lncludn an enquiry into the extent to which the African

‘commodlty structure has faired in the perlod'the current arrangement has been
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in operation? Admittedly, it will not be that easy to state in exact terms
vhat would or woula not have been had Africa not been party to the ACP-EEC
Convention. This 1s because more varlables than the few that are used here

will_need to be brought into play.

35. Tt can not however be denied that some of the answers to the following
questions would be a fairly good basis for making certain informed opinions

on the subject under cocsiderationn For instance, can it be said on the basis
of available information, that Africa‘s export earnings fron ccmmodities since
the comlng 1nto force of the Lome III have 1mproved in the EEC market? 7
Smllarly9 has the increase in the number of EEC members from 10 to 12 been an
advantage or not? What also of the operatlon of the quota system and the’
related issue of fair and remmerative prlces'7 There is also the debate which
'must contlnue on the effectlveness of the provisions of the system dn51gned to

help w1th the stablllzatlon of éxport earnlngs shortfalls. (Stabex)

-(iii)b Crisis of Africa's external debt

36.: Perbaps 1f Africa’s two sectors of trade and that of commodltleS'had not
rsuffered the way they dld the crisis of the reglon s external debt would have
been of less grave concern. It 'is therefore necessary before going into the
part played by EEC as Africa’s main partner to nrovi&é a verj brief background
on the basis of studies eonducted by the sec*etarlat of the Unlted Nations
Economic Commission for Africa which indicate that several factors are a
cause of series concern in this axeaig/.

37.. To a very 1arge extent, the main cause was the collapse in conmodlty
prlces whlch generated c0n51derab1e uncertainty and dlearray in the African
economies. Secondly9 stagnatlon and in some cases, actual decline in the flow
of officialfdeveiopment assistance that was extended to deveiening'Africen
countries. ”blrd cont1nued rlse 1n interest rates in the industrialized

_countries, espec1a11y because it escalated the cost of borrow1ng Four,

adoption of the regl,_,of fluctuating exchange rates that made it extremely
dlfflcult and hard for Afrlcan countries to effectlvely mon;tor their
indebtedness and the related problems of debt serv1c1ng Five the out‘lew
.of capital and other resources.from Africa, pr1nc1pally thrOugh the act1v1t1es

of transnational corporations and their banking and financial 1nst1tut10ns,

10/ See E/ECA/TRADE/54 Op.cit. pp. 16-31.
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3B, A number oF ‘rican countries experlenced serrous debt serv1ce problems
because payment of prlnclpel plus 1nterest and other cherges escaleted into

a debt erlslsa' Thls can in Dart be attrlbuted to greater erlvatl atlon of

external de bt sxnce the rate of commerc1e1 oorrow1ng from prlvete 'lendérs Had
dramatlcally 1ncreesed in comparlson to conce551ona1 loans from- mult11atera1
1nst1tutlonsa Another equally worrvlng feature of the time had to do thh

-y

the fact that loans earlier- contracted Were fa111ng to. ectue-ly generate

'sufflc1ent forelgn exchange to cover thezr respectlve debt service obllgatlone°

A srtuatxon therefore developed 1nto a comnon nractlee of shlftlng resources

,awey from certa1n 1mportant DrOJQCtS in order to ‘meet debt eerv1c1ng of other

pro;ectsc'

39, In the perlod thet Lome rII Fonventlon ‘has been Jn ooeratlon there has
also been a dramatlc 1ncrease in the total dent of Afrlcan countrres as well

as thelr debt serVLclng obllcatlons to tbe EFC. Thls 1s not directly. -
attrrbutaole to the Lome 111 Conventlon, Rather9 1t is -a combination of many
of the other factora stated cerrler aboveu_ Afrxce s trade balance according to

culculetlons by ECA secrcterl t: swrtched from a eurplus of US85.9 b11110n in

1985 to a de£1c1t of ”3$70J b11110n in. 19 5 and 1t is estlmated to be about

,\.'w.

US$7 3 blrllon at the end of 1988°

40. Afrlca :| currentheccount defrc1t aecofdlng +to the saue. source reached

' US 21, 5 b’lllOﬂ 1n 1986 ‘_oclculatzons for 1988 eatlmate 1t et U9$18 2 b11110n

e,

whlcb Would be a ﬂuch worse reOult then\ o was antlcrpated Over and above

. was a further accumulatlon of ﬂeynents of erreers,' Total Afrlcan debt reached

US$230 bllllon b; the end oz 980 representlne oé per cent of GHP. and more
than 200 per cent of export eernlnvsu- It ie therefore possrble on the basis
of the above ‘to oalculetc the averege debt sarv1ce ratio. at. about 35 per cent

as compered to’ ?N oer cent in 1978. This- ratlo exceeds 50 per cent in a

‘ﬂquarter of African countries: In some others9 it reaches whet;can_slmply be
described as unsustainable levels at 100 or more per cent. Thisrsombre

”plcture does not end at that; beeauee interest paymentq amounteo to. 14 per

cent: of export "'Net financial onws to sawaaheran AFtlc@n \most of whom

are srgqatorles to Lome IIT Conventlon) countries bad already. been cut by half

4 5. 0 oo

and 138& end cootrnued their decllne thereafter,
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(c) Africa’s own. attempts at resolving the economic crisis
41,7 10pst c,.the act1v1t1es ‘configeted with many. of the objectlves for- whlch-
~the T Tidme TII was negotiated have-a lot in common w&th the -way the Afrlcan .
govern ents wish to see their.own -contribution in relation to that of thelr
partners in-resolving the region’s pressing. econonic and 50c1a1 nroblems. )
Frof:: an ‘African- standpoint,’ the Lagos Plan of Actlon, AFPEE, UW “NA PP gnd the
African tormon Position. on: Afrlca s External Debt are scme, oF the main reLerence
benchmarks. There is a common thread and a definite recognltlon by the Afrlcans
themselves of the role which individually and as a reglonc they pleﬂ¢e to nlay
The a551stance and 00351b1e heln from their partners-is at best assumed as
supp}ementary “Africans are also qulte ‘aware that no single remedy is available

in resolv1ng thELI Droblemsa

42°fﬁgdmehowathis aspect has also been lomg recognised by their EEC_partngrse
For instafibd when signing the Lome III Convention Mr. Peter Barry in his

- capacity as President of the European Council of Ministers attempted a definition
of the new dimension of ¢the new ACP-EEC cooperationy. In his wordsq Lome IIX
vas not only 4a product of basic rethlnkLng and an attempt to refashion as ruch
as 90331b1e w1th1n the constralnts of existing circumstances, an 1nstrumgnt of
cooparatlon and develonment for the ACP and EEC States «but that the Conventlon
d1d not 1n 1tse1f nrov1de ‘answers to all’ the questlons and therefore it was:

wrong to thlnk or expect the Conventlon ¢to” itivent solutlons £0 Lvery problemym—j
4%, In nledging'to'héip themsalves as stated in theﬁLagos Plan of Actlonpfiﬁ
APPEP and reaffirmed unambiquously also in UM-PAAERD, espec1ally regardlng X
taking measures and policy reforms necessary for the recovery of thelr economles
with a view to revitalizing development the African countries were expectln
their economic partners to extend assistance to them. It 1s agalnst thlsVsame
back?round that the African countries, as an intergral part of the ACP GrOup

and as a region, entered into the contractual status embodied in the Lime III
Convention. In the meantlme9 however, the countries have been doing everythln?
possible within their limited resources to ‘deal with the_e;ongglc CtlS}fmﬁhlch

emanates from some of the areas referred teo earlier above. .

_ 1;7 Peter Barry ¢A new dimension in ACP-EEC Co-operation®, The Courier,
No. 89, January-February 1985; p.7.
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44. Many of the actlons taken can be suk—d1v1ded 1nto two nr1nc1pa1 areas.,
The flrst area is ba31ca11y at the Afrlcan Ievels 1rrespect1ve of whether
they be_natlona;E subreglonal_or reglonal in scope. The second has to do

with actions carried out with the assistance of non-Africans but in which the
Afrioaneﬁthemselves are party to finding solutions. This category includes
activities taken within the framework of the ACPHEEC'cooperation ‘arrangement,
the Unlted Natlons Conference on Trade and Develooment the TFAQ, IMF and IBED.
These are some of the areas or fora where the ACP and EEC States. often meet to

dlscuss most of the issues which are 1ne1uded_1n the‘Lome IIT Conventlon._

‘We therefore believe that the other parties cannot be uninterested in how the

African governménts manage their réspective economies.

- 45, On the basis also_of_information:evailable with ECA, it is evident that

Affican countries‘have at national level made tremendous efforts in introdqoing
policy reforms. to their economies. , Most of these reforms draw on what 15
containe& in the very documents referred to above. Among the reforms has been
the encouragement given to farmers in the form of incentlves enabling them to
1mprove production, especially for exports and export quotas. However, most‘
African countries have been constralned to reallse thls ohJectlve due to the
non~availability of sufficient financial resources. We only need to turn .to
the Seotion:on the crisis caused by the increasing African debt problem to

better aopreciate.this rather adverse development.

46. No one could therefore be surprlsed that part of the Declarat1on of the

Thlrd Eﬁtra—Ordlnary Assembly of the Heads of State ‘and Government of the

f Organlvatxon of African Unlty on Pfrlca s External Debt Crisis says: aile have,

since 19“4 pers.lstently urged t:he 1ntemat10nal comuna.ty to address, in a

comprehen31ve manner9 the critical economic gituation confrontxng our countrxes

as a result of the mOuntlng debt=serv1ce burden... . He consider that a viable

debt strategy should ‘take fully 1nto acc0unt our economlc and soc1a1 development
needs and in partlculara the need to moblllze the necessary resources requlred

for the 1mplementat1on of TJI\T“PAAE’{D..° . We wish to recall solemnly. that, for

our part, the economlc and social developmenx of our peoples remains our pr1mary

obJectlve»lzl

12! Organization of African Unity, African Common Position om Africa’s
External Debt Crisis, Preambular paras 4 and 5.
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47. In the area of external trade as in that of commoaitiesS some of the
policies pursued by the deferent African countries dlffered due to varlatlons
in the accent of concern on snec1f1c 1ssues. ‘Their 1nab111ty to earn enough

- from their exports was a result of the collapse of commodlty export Prices.
It led some of the Africen countries to cut down on most of their imports.- 3'
number of African countries also banned the export of food crops in ordet to
meet local needs. The end result was that some of thea were thorefore unable
to mest the quotas allocated to them under the provisions of the Protocols of
the‘Conventien. However, some of the quotas could not be reallsed due to such

natural causes as d“ougﬁt and crop failure.

48, There'wére other instances where_actions by the African countries were
simply incapable of brlﬁgeng about any change. These were areas where the act

of God had nothing to do with developments that followed., ‘Principallyg

caused by slow grow*h in world trade, Similerly, cases of induced weak ccmmodlty

prxce structure, esnec1e11y for commodities that constitute Africa’ 's lifeblood.

IIT. SOME OF THE LESSONS GAINED FROM LOME III

(2) The Overall ffameworkzef'the'Conventioﬁ

49. The Lome ITI Convention has not yet run its full course. Any attempt to
draw from it conclusions has to be cautiously taken and mist avoid the temptation
of being over presump:.,uous° ~dded to what we heve quoted about Mr ?etef Barry
oneg of the former Co-Presidents that negotleted Lone III ware the oplnlons
expressed by h1s other counterparts. For 1nstance9 Mre Archle Mogwe of Botswana

rceutloned 4Partners not to 1gnore; nor worse yet, abet the undermlﬁlng cF the

Kconventlonv. Mr. Y. Haralambopoulos of Greece expressed the oplnlon Whlch showed
that the end result of the negotlatlons merely 31gnzf1ed athe contlnuatlon of a
fru1tfu1 cooperatlon based on mutual 1nterest.,.»,_ Hrq Hugh Shearer of Jamalca

_‘on his. part saw in thls new arrangement ¢an achlevement of whlch both 51des

could be proud». Perhaos what Mrw C. Cheysson of France stated is what gave

a more compreh nelve oplplon, In his v1ew,the conclusion of the negotlatlons
Seemed to represent more than 2 global anproach that symbollzed € framework:for

all fcrms of development assistance: official development aid; publlc
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f1nance° investment access to markets9 trade promot10n° technlcal cooperat1on;l
training: insurance against bad harvestso permanent consultatlon (or pollcy
dialogue)... in contrast to the other type of relationship between developed
and developing countries which differentiates betweeh.the‘fypesrof-aid and

‘treats them unequaliy».

50, There were certainly othe¥ opinioms for and against to which' we could .
refer. However, against such a wide range of opinions it is clear that -
expectations of””f'ﬂwhat.cbuld be achieved by the Convention vere:also bound

to differ. This:ié'why;it'is_ﬁdt easy to be categoric about some of the
lessons. Time or period of itz existence ie'not the only factor.
Bonetheless, no matter what approach is finally chosen, the suni total has to
include opinions = that take account of the experiences of each of the pertici" :
pating states, After all, it is an old seying that dthe taste of the pudding
is only determined after eating® or words to thet effect. It is"also equally
‘1mportant to-measure some of the results against the experi iences of the

Conventlon s predecessors, especlally under Lome II°

51. What ;hen ie the real meat to tﬁe bones of eo meny,chepters,,tiélee_agd
protocels in Loﬁe'III?- There is evefy reason to'reitefate that Lome IIT,
contains several new 1nnovat10nsu For example the way issues. 1n the area of
Flsherles9 shipping to mentlon but a2 few were conceived to be dealt w1th. |

The system of consultation has also been expanded and strengthened _The one

area of common agreement was over the size of funds made avallable under the
Convention despite the fact that the total sum fe11 short of the expectatlons

of the ACP States. This is apart from the fact that the package was con51derebly'
more than under Lome II. However, to follow thls 11ne of reasoning is to.

ignore certain other factors which need ‘taking into conSLderatlon, Hot least

X

of" these is the 1mpact of lnFlatlon which reduces the 1ntende, impact. Furtherm

nore, that hav1ng expanded the scope.of coverage and thermemberehip_meant

that the funds dld‘not_encrease commensurately,__

52. The fund package which was finally egreed.upon wae:indeed_SQ:?er:cent
higher at 5,000 million Uis. | Of this, 7, 409 million: Uls wére.in;ﬁDF which
also represented an increase of 59 _per cent over Lome II The remaining-l 100
million Uls, representing a 60 per cent increase were 1ntended to enable ACP

States to rehabilitate their industrial, energy and mining projects in addition



/9CA/TRADE /88 /12
Page 18

to building new installations. However, a better way of knowing many of the
1essons to be drawn from any. of the above is if the partlclpatlng ACP States‘ -

are w1111ng to share thEIT experlences W1th others.

(b). Select seetoral éynepsié

53. Much of what was stated in Chapter Two above, especiellj.the_observed'
crises in_Africa"e external trade; commoditics and external debt forms. &

basis for further consideration. @Growth in output of the African region as -
measured. by gross domestic product (GDP) was estimated in the ECA 1985-1986 -
SBurvey to have been 1.2 per cent in 1986$§f9‘a lavel which indicateéua ratl.er
poor economic performance. If in fect implied a further drop in incbﬁe'per
head as well as a setback for the region as a whole. " Theres were many.reasons
for the eetback. The. one reason as stated earlier can be traced back to the -
collapse_ig_eil prices during 1986. This is inspite of the fact that non- |
oilgexpofte;s{had=their best year since the begimning of the 1980s. :The
agriculture,sectqr also experienced'e strong 4.9 per cent growth, mainly due

to good weather, generally across the region. . This outcome was -coupled with -

- good government policies which allocated a greater share of resources to

agticultufe;"TheIQuevtion is to what extent did soﬁe of the funds provided
through Tome III Corvention contrlbute to some of these 1mprovements in the

agrlculture sector?

{i)" The sector of external trade

54, Perforsance of the African external trade sector was rather urstsble.

For ' sub-Saharan Africa, the results of 1986 were a poor performance. To

a certain extent " the brief analysis in the precedlng paragraphs prev1des a

fairly good 111ustrat1on of this. Trade of the Commun1ty with the African
countrles9 nembers of the ACP Group of States is the subject‘ef Tables 1 to

3. Imports by Africa from the ERC between 1584 and 1986 show a continuing
increase. On the contrary, Africa exp0rts‘intd'the‘EEC show adverse fluctuation
trends .to a point wtere they declined to below the1r 1984 level On the other .

hand, trade of the “E“ w1th non“ACP Afr1can countries durlng the same per‘od

“137 See Doc. E/ECA/CM.13/3, Chap. Izgztable 1.2,
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is of a relatlvely higher mapnltude to that with the ACP African States.f The

export commodlty composxtlon ‘of “the non~ACP Ahrlcan counbrles into the. WFC

is also not as narrowly conflned as tbat of the Afrxcan'ﬁﬂ? Btates to only

a narrow range of prlnary comﬁodltlesn Tt i5 some- OF tb;sa revelatlons which

in part raise doubts about the effcc;zveness of the arrangement as an in-
strumenggfor expandln ﬂutuallyB trade and economic relations ‘among, the

signatory wmembers.

S5n This‘ls one . of the 1ssues whlcb should be 1ncluded on the aaanda ‘for a-
successor arrangewent, It w111 be necessary in axam1n1nc this matter to put,
it 2long side- the extent to which the operations of finances of the European
Investment Eavk have been able to rehabilitate 1vdustr1esb'enercv and nining

progects as We 1 as buxld new 1nstallat10n in the ACP *tatesa Had thls taken

place, a number of bene11c19ry AFrlcan ACF States would have 1ncregsed thelr

export potentlal by taklng advantage of the pr0v1°1ons in the Conventlonn

ii} The sector of comnodities

ﬁhv56o r“o a verv 1ar e extent many of i‘he issues that are of ma ‘or concern in
) b

hls area w1th1n the fremewor? of the ACP-BEC onventlon const1uute an’ 1ntegra1

part of the issues also dealt with in the precedlng cbapters, Afrlcan 'CP

States are as stated earller before, ﬁredomlnantly producers and exPorts lnto
the EEC market of primary commodltlesu' The bulk of which con31vt of mlnerals
and agr i ultural products in their vaW'forme' Twven for such oxport items like
coffse for which the United Stafes used to be Fthiopia's principal market, the

TEC still contlnues to acrount for the largest share of the African total -

,exportsa

57. That the system for stabilization of export earnings from agrlcultural

commodlflee (Stabex) was retained in an improved manner undey Lome 11T, is
commendskle to say the least. It was indeed one of the positive 1mprovcments
under Ldme IT over the earlier arxangement in this area, Some of the positive
changes to the system include an extension in the nurbers ofﬁgid&ﬁCtS'ﬁhat'
Lecame beneficiaries from 44 to 4%. Another improvement was the incorpbration

for the purpose of beneficiary status, export products under article 150.3
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thoss which were not primarily destined imto .the EEC market. In othpf worés;r
gat the request of an ACP State which does mot send the bulk of its exports td'
the Community, the Council. of Ministers, on.the’ ba31s of & report drawm up by
the Commission din conjuncfloﬂ vxth the reduestlvg ACP State, may dec;deao;

that the system shall apply to 1ts exports; of: products. in queSLlon whatever

e

their destinationd.

8., There is insufficient informaticn on the amounts pald out to the

requesting African ACP countries on the ba31s 6L Lrticle 156,,(3) (b; and (c)

%

as well.as 150.3. OSome of the ;easons for thls llea 1n the fact thaf a nuwber
of appllcatlons are still pendlng In cex taln 1nstancesp it 1s because the _
process, is still quite long and also cumbersomerrenulrlnw too muc% detail and
also.that the threshold over which the calcu1atlons are aone has to stretch .
backwards in terms of the timespan. In a numher of 1nstances aloos sowe
beneficiaries are themselves rather reluctant to Dart with 11formatlon fo;'?
fear that this could give an advantage to their adversarlesc‘ Tt is t@ere~ 
fore, in the light of the asbove, net that sasy to pass wtat can be called
reasonable judgement on how the system has be:an,ef‘-fectiv.e,q weighed against

.

the aim of the arrangement itself. L e

[Er

(¢} What has been .of thenConvention so far?..

59. The forggoing amelysis has not covered alt. the ﬂaln.tene o o the
“:Convention. It ‘has concentrated only in:a Few selectbd areas,ﬁult 1s doubtfu*
whether even in these very few. xllusthgtlve cases Lt can: really be assumed to
have unearthad all that there is. erbans, 2 reca11 of some oF‘the exnressxoms
of both hope and apprehensions to which we referred a little earllern especially
the ones which were made by the former Co-Presidents of the uqunqgl.ofiﬂln1sters
who negotiated fhe Lome ITI Convention, should be taken into acgount_dugiggﬁ

“the Seminar deliberations.
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- IV. WHAT OF.THE.SUCCESSOR ARRAMGEMENT?

60.° Lome Three is markedly different from all its predecessorsn_ For insfanee,
the number of articles and protocols is considerably larger and so 1s the |
coverage of-the subjects. . The number of individual States 1n each camp, 13:_
similarly much larger than before. At the time of 51gn1ng the Lome i1
Conventlon9 there Were ten European countrles (including Greece. which had o
joined the EEC in “1981) and this number of EEC. States will rise to 12 (51nce o
1n the 1nter1m perlod Portugal and Spain have already joined the EEC*IO)

The number of ACP States on -the other hand, also- 1ncreased to. 85. from 57 under
Lome II: Conventlon in 1979 (with the admission to. thelr group of Mozamblque as
the: newest member) In contrast, the. respective strength of membershlp of

each’ party under Lome I in 1971 was ? for Zurope and 46 for ‘the ACP States°
Most of the history, beglnnlna with The Treaty of Rome: in. 1957, to. YaOunde
‘Convention I in 1963 and the Yaounde II in 1973, 1nc1udes contacts, whlch took
place between the or1g1na1 Community members with Brltaln and ngerm& durlng
 the 1966«1969 perlod and also with Xenya, Uganda and ;anzanla as. par% of the ;
Arusha Ag:eementsln 1971.

61, The decision reached in Mauritius during the 44;h‘Council_ef Minisﬁersg
meeting of the ACP'States to make preparations for negotiations of a sﬁeeessqr
arrangement to Lome IIT Convention is not‘iq‘total_isqletionrte what is geing
on ‘among the*memﬁers of the . EEC arrangement. There iz ample evidence.pf
both”parties'(the ACP and the EEC States) has having began these preparafions,.
with a view to ensuring the contmuatlon9 rather -than- abrogatlon of the o
arrangement which binds them together. It w111 therefore not be wrong, to
assumée on the basis of the abhove that the ACP!EEC cooperatlon engoys the
support of both groups of countries. -Haturally, every: one of the part1c1§at1ng
States is dlrectly and indirectly concerned with a1l the 1ssues that are to be
reviewed for poss1b1e incorporation lnto a successor arrangementq It can also
therefore be assumed that the final text likely to emerge W111 take into
account intet: alla (a) structural adjustment in the ACP. States; (b) the

debt problem fac1ng ACP States; and (c} commodlty problems fac1ng ACP States..
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(a) Increasing the access of ACP exports

EZQT”Af%iEe‘s concérns with maﬁﬁ"bf“the diﬁficulties faced by its exports in
the EEC market are often expressed in general terms. Due totthe fact thet |
it is not eesy to d1saggreoate many of these obstaclesa Heither'Can‘ﬁost of.‘
them be speclflcally labelled African. Since the ereation of the’ Generel ‘
Agreement on arlffs and Trade {GAT )9 espec1e11y ‘the 1ncorporat10n 1nto it of
the dmost favoured natlon» erln(:lple9 the system of 1nternat10nal trede has )
developed.makxngfor a 1ot of talklng pomts° Thé main pr1nc1p1e seems to work
well for countrles at conparable levels of 1ndustr1al development. However co
to be felr t°:th? GATT it does not set out to prevent arrangementétfrow
institutiﬁg special or favcurable treatment for. the: Iess advantagedfparthefs.
It 1is only that - such: spec1a1 arrangements seem to be the exceptlon rather than'
‘the rule° Another worrylno feature of the world trade regime arlses from

elements whlch are, often beyond ‘the legal structures ‘of which the GATT end even

~. the’ ACP!EE; arrangement " In othér words, even these superbly drawn up

arrangements are incapable of exerting much influence in the degired d1rect16nsQ

=63 There are some of these elements although of general appllcablllty but -
which can be’ changed through direct and indirect action of the EEC States. _
For instance, a2 more accommodatlng or flexible attitude by the HEC to their .
CAP Would 80 a long way in 1essen1ng some of the anxicties of the AC” States
in th1s ‘area. Thxs is why such statements as the one which the French Foreign
Minister made of the Punta del Est meeting during the launching of the Uruguey
Rcund are the very op9051te of what the ACP can expect from the EEC.. To say
that developlng countries are belng unreasonable when they ask for changes to
' CAE,;S to 1gnore the very ‘concerns alluded to at the beginning of this: paper,-
While the French Foreign Minister'did not mention the African ACP States inm
name9 yet it can not be concealed that the message was. also intended for

them in equal measureu

64. -Access for other primary ccmmedit{es=exPorted?by the ACP ‘States in the
EEC is hampered by several barriefs. Those created by synthetic scbstitutes
are just some of the few. As a way of getting round these obstacles, the

ACP/EEC arrangement should through greater allocation of resources both under
- ] . . ]
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the European Development Fund (EDF) and the European Investient Bank (EIR)

enable the ACP“Stétee to increase theirureSPeotive levele“of industriaiisetion.

The EEC countries could also on a selective basi59 deliberately eéont policies
_that dlscourage their natlonals from engaglng in product1on lines which are

better left to the ACP States.

65; Needless to say also, the process of rev1ta11z1ng commodlty trade should
be an obgect1ve of ‘the new ACT/EEC arrangement. ﬂowever9 thls can only come
about if the EEC’States act in the same and c0ﬂ51stent manner not only at the
ACP’EFC level, but also in ali the other fora where these 1ssues are raised.

In other words9 it will be like taklng three steos forward in the context of
successor arrangement9 and then two’ steps backward w1th1n UN TTAD and two

other steps backward w1th1n the FAC if the E“” then oppose solutxons proposed
Dertainapv to the issue of eommoﬂlt1es because it amcunts to the actlon. Suob
opposition by the ¥IC elther as a block or as 1nd1v1dua1 natlonal approach

add to a sum totalof 1ncon51stence to commitment.

66. It will also’ be 1mperat1ve for the EEC to help with technologlcal
'jlnnovatlon that 1ncrease exports of the ACP States9 espec1a11y in the FEC
markete Technologlcal 1nnovat10n is a necessary prerequ1s1te for the ACD
States 1f they are to dlver51fy their export commodity composltlon. '
Partlcularly regarding end—uses of many of their current export products,
Another element which must be glven great accent in the new or successor
arrangement is for the EEC States to assist the ACP States with aspects of

distribution, ﬁerketing and including transportation.

(b) Indexation/Remunerative prices

7. This is not the first nor is it likely to be the last time concemn
regarding this aspect is raised. The under-currents and the effects of less
than remunerative prices for primary exports for most Afriecan ACP States

is a real threat to their well-being. It is a major part of the crisis to
whioh we made earlier reference. When the African ACP States are able to

earn sufficiently from their total exports, they will be in a better position
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to do just what they are at present not able to do. For instance, carry out
sustainable structural-adjustmentu mhey will also be able to meet a greater
pert of their external debt obllgatlons9 lncrease thelr 1mport eapaclty of

most the developmental 1nﬂuts.

3. The ACP/EEC arrangement inclus ~the Stcbdix and Syamin. How‘evers ‘these
arrangements are not a total compensatory mechanism. The issue of comﬂensatory
financing could be developed along side the existing_arrengements with a view
to_creating a link with a system of indexationm. In_perticnlar? indexation

that could'nCt_direetiy on nnrket prices,would be uniike Stabex whien acts
indirectiy_through financial_transfer,' The former has_several advantages:
ovér‘the latern Pirst and feremost9 it allons for automatic respecification
‘of prlces w1th11 an arrangement for commod:.t:.eq which the partles decide to
1nc1ude° Second, it is capable of ellmlnatlng prrce flactuat1ons end therefore
11ke1y to strengthen the 1mport purcha51ng powar of a country s exports of a
glven prlmary commodltyo Th1s suggestlon 1s by nc means new. There ;s already

a predence9 introduced into Lome I via the Sugar Protoc01e

69. What is reauired during the rreliminary negotiating stages ie for an .
agreement in prlnc ple to be reached. Details and needed modlflcatrons can be
carried out by experts drawvn from both parties. Alternatlvely9 consultants

could be called 1n to make suggestlons ml hmw the systemn can be 1mplemented
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Table 1
DEVILOPING AFRICA'S TRADE WITH THE FEC
1982 - 1983 - 1984 1985 1886 1987
AC? Countries
Imports from EEC 18314 15162 13151 15438 16248 oo
Txports to ZEC 15206 15460 17531 19526 15838 oo
Hon—-ACP Countries
‘Imports from ZEC 20233 14718 18767 17011 17595 e
Zxports to ZEC 21552 19443 19445 20302 14438 e

Source: IHF, Direction of Trade Statistics
Symbol used:

oo = Dats not availabls.

Yearbook, 1287,
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Takble 2

YHAR-TO-YEAR CHANGES OF DEVELOPING AFRICA'S TRADE WITH THEZ EEC

1582-23 - 19283-84 1984~85 198

198687

OR5--86

| ACP Countries

Imports from EEC - -%Zl.5 ~13.1 17.1 5.2

Fxports to EEC ' 1.1 13.4 11.3 =18 .8 voe

Hon—~AC? Countries

Imports from EEC  ~2.5 ~bs .8 “9.4 3.4 ...
% Exports to ZEC 2.8 - LA 28.9 .
|

Source: ITFD Calculations based on data from the TMF.

Symbol wused:

... = Data not available.

1
:
i

Mill eor negligitle.
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