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CHAPTER I 

1. African coun t r i e s  &ahre monz t h e  t o p  f i v e  producers of man7 important 
products: these  include c g r i c u l t u r d  c o m o d i t i e s  such 2s c0co.a beans ( ~ h a n a ,  
Nieeria, t5e  Ivory Coast),  co:?fee ( the  ivory Coast, ~ n ~ o l a ) ,  palm o i l  ( ~ i p r i a ,  
Zai re ,  t h e  Ivory c o a s t ) ,  _rrromr'riuts (senegal, ~ i , ? e r i a )  a d  t e a  ( ~ e q a ) ;  and 
n in - ra l s  such a s  phonph-tc: rock (Morocco, ~ u n i s i a ) ,  :copper (2ainbin) m d  mrmpnese 
( n ) .  African pmducerc of these  comocl i t ies  enjoy consideerhle i ~ f l u e n c e  over 
t h e i r  markets, e spec ia l ly  wbcre t h e  share  o:= thc t o p  f i v e  prduc.l.np coun t r i e s  i n  
t o t a l  worlfi production i r r -  hi,?%, a s  ind ices  of concentrat ion inclicate i n  ':he case  
of  phosphate rock, palm o i l ,  cocoa beans, t e a  an.' manganese ore(al! above 7K per  cent )  
Deine i n a l l  consumers qf Ynece p r 4 u c t z  t t h -  s h m e  of A f r i c m  coun t r i e s  i n  world 
t r a d e  i n  t h e  above-nentiond crops and minrrrals is consir 'erabl:~ g rea te r  than t h e i r  
sha re  of t h e  world production of these  n m s  c o m o r ' i t i - s . ~ /  

2. Thc contr ibut ion  of A2rica t o  ,??or12 production of cot ton  a d  its t rade ,  
. . hoircvcr, 1s l e s s  s i p i f i c n n t .  /,lth.ough t'here a r c  more than 33 cotton producinn 

c o w t r i e s  i n  Africa, t h e  continc:.lt'r, shares.  of rrorld cot ton  production ?nc' exports  
i n  1979/@3 were 5.2 per  cec t  m 6  15.0 7 c r  cent ,  t-cspectively. T i t 5  3. concentrat ion 
r a t i o  of 72 per  cent ,  cot-<on does not  rank among t h e  cornvoditics 1 6 t h  hi<$llv 
concentrated production. S t i l l ,  its nark& is do-in?.ted by t h e  United S t a t e s ,  t h e  
Soviet  Union, t h e  Peoplc's 3eoublic o f l h i n n ,  India  an? Paicisteil - i r  t h i s  order. 
Egypt and t h e  Sudan, Afr icnIs  txro l a r g e s t  ~ r o d u c c r s ,  rank seventl?. end eleventh, 
respect ive ly ;  x ,~ong cot to?  expor ters  t h y  occun:. t h e  f i f t h  md si:c>b gos i t ions ,  
respectively.  Despite t h i s ,  'i'lrir conhinet3 sh2 . r~  of rrorld exports ries no more 
than 7.1 per cent  i n  15'79/&9. 

3.  Although ,Africz:i coun t r i e s  a r e  i n s i g n i f i c z n t  producers and e x p r t e r c  of 
raw cotton,  t h e  comodi ty  is ap inpor tznt  cont r ibutor  t o  both t h s i r  GDP and e x w r t  
earnings. It is t h e  main c s s i  c rop  an.' export  i t e m  i n  Chad, Sudan, "mt and 
-, 
iaozzmbique and the second i.1 'che CcntrcT A f ~ i c m  Republic, Ugper V o l k  and U < ~ n d a .  
A s  many a s  3 mi l l ion  :!.ci.es oi- 5 per  cen i  of a rab ic  land m e  under cot ton ,   and^ 
c u l t i v a t i o n  of t h e  crop occupicc, sonc 7 :>illion persons, o r  di.:htl:. under 2 per cen t  
oT t :kcont inent1c .  t o t r l  1 2 5 0 ~  ?orce. Tkn-ing t ?>e  l a s t  txo  decades cotpon has 
a c q i r e d  adder: j.mportance is f t f ~ . i c a ' s  econony a s  t h e  h a s i s  o h  f a ~ t - ~ p o w i n , p  
t e x t i l e  industry,  one of -t?e cont inent ' s  emer,gin.? hrec6 of apo-indrmtries.  
m : e x t i l e  manufacturing is nov t h e  leadin,? in f ius t r i a l  activity? i? Zflm';, EtWoy~ia, 
%dm, Nigeria, Tanzania and Togo; it  ranks second i n  Ghana, hnm?.i., Madgascar 
and i?ozmbiquc. In these  coun t r i e s  i t  accounts f o r  1 1  t o  17 Cer ceit of t h e  
inmufacturiny! value add& (ji3JA). 4s c?r ly  a s  1970, Afr ica ' s  import-subst i tut inn 
and/or e x p o r t - p r m o t i n  t e x t i l e  f i rms had been responsib le  f o r  sane 21 percent  
of wages ilnd 25 per  cen-t of ozployment i n  n l l  its indus t r i e s .  

1/ All references  t o  sources and :fipres mot&. i.: the stud? a r e  l i s t e d  i n  - 
Appendices I and 11. 
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4 .  For a nunbcr of 6ecar!cs, :ransnntional corpora'ciono (TNCS) have been c l o s e l y  
involved i n  co t ton  Lp-oari.nr, processin?: and rnw-ketinr: i -  ?racticall:r  21.1 African 
p r o d u c i n ~  countr ies:  i n  >he Sudan, the estab1is1-men2 of l a r p c s c a l e  cotton 
proluct ion ,  t h e  managenen-t o? p l -a tn t ions ,  the g i x 3 j . n ~  o* rmr c O t o n  :.nc! its 
export-nar!<eting werc a l l  ? e r i o m e d  by f 0 r e i . p  f i r n s .  TNCs plnye?. a ,great p a r t  
i n  e s t a b l i s h i n z  Africa 's  t e x t i l e  indus t r~ r .  Some of t5cn conducted required 
'preliminary and f e a s i b i l i t y  s t u d i e s  and/or provi6ed f insnce.  O-thcrs supplied t h e  
t c c h n o l o ~ j ,  machinery and exper-kisc nccded f o r  i n s t a l l i n g ,  opera t ing  end 
tnain'cainin,~ t h e  plants .  Licenses ..ere obtained by m:+ny African l-c.>::':ile 'imis f rm 
well-known manufacturcrs i n  -Y:e i n d u s t r 3 d i s e d  vorld f o r  f:"? ilsc ol* t h e i r  t rade-  
marks and brnnd-nmes. Okher ?NCs rrerc > i r e d  t o  plznace k f r i c s ?  in+.~s-tr ics ,   and^ 
some undertook t o  market t h e  nro:hcerl :.xi? ani? fa5ric.s abroad. In  manlr cases ,  
TNCs a c t u a l l y  owned m,: o?e?atcr! t e x t i l e  f n c t o r i c s  i n  hfr ic?.  O-chers, vhich were 
no t  a t  a l l  i n v o l v e d i n  t b c  p r o ~ u c t i o n ,  proccssi! ia~ o r  market in,^ of cot ton i n  Africa 
had, nonetheless, consiclcml!.o i n ~ a c t  on t h e  cont inent ' s  co-tton i d u s t r y :  t h e s e  
m r c  firms t h a t  manufacturer? prodr~c'cs - mostly man-made fi.bres $?.FB) and f a b r i c s  - 
t h a t  competed with Africzn r2.v cotton and t e x t i l e s .  Their  attentpts t o  d i s p l a c e  
co t ton  with UNFs i n  ma!<ing t e x t i l e s ,  t o  d.ir.couraze t h e  s h i f t  o< nmufasturiny:  
a c t i v i e r  t o  -the clevelopir:: cou? . t r ies ,  t o  curb  imports of t e x t i l e s  f ron  those  
coun t r i c s  and i n f l i t r a t e  ll:e ~ . i - k c t s  and text?-lc  i n d u s t r i e s  o-f -Yie  Third World 
h m e  a?.l influenced AiCriczr coux t r i c s  fi?&yxI i n  p-o+.ucin: co  : l - o ~  ::.lr! sot:on 
t e x t i l e s  imensely .  

5. Vith s m c  t r ansna t iona l  corpora t ions  e n g a p i  i n  prometin? co t ton  t e x t i l e  
maiufacturing i n  Africn mc? o t h e r s  seekLnc' t o  s t i f l e  t ? e  ro?r-t!:. of t h i s  i n d u s t q ,  
t h e  a c t i v i t i e s  of THCs i n  cotl-o? productio!~, processinq an8 mar kc tin^ a r c  more 
complcx than t h e i r  invol-r~?jnert i n  o the r  n ? ~ j o r  African cxpor': commodities l i k e  
co f fee ,  cocoa, copper o r  bcu;ritc. T h i s  d i s t i n c t i o n  i.7 yar t icu1ar l - i  i npor tan t  s i n c e  
cot ton  is one oZ t h e  few import-nt ra:r ~ate1-i.aJ.s c x p r t e d  b-i M r i c n  t h a t  is 
processed t o  any s ip i f icc ; l - : :  cxtcn-t ins+.-le t h e  contine?t.  This  ~%?i~~!e  pos i t ion  is 
a t t r i h t a b l e  t o  m n y  f a c t o r s :  t h e  techqo!.ogy used i n  -the tcx 'c i le  in dust^! is 

T* . r e l a t i v e l y  simple, an8 i ' c s  c a p i t a l  r e r r u i r m e ~ t r ,  a r e  no? hu7e0 i n  i.n f a c t  a 
l a b o u r i n t e n s i v e  i n d u s t y  cwi, 2s such? i t  is n;it.~r%l::r attrz.c"lc?. t o  a reas  with an 
;~bund&rt supply t o  c'.?eap 1?Sour -- one c h a n c t e r i s t i c  05 Afr ica  vhich has  t h c  
adlec! adv,mtazes of hcing 2 sn,:rce o f t t h e  bas ic  rm s a t c r i a l  md one of t h e  f a s t e s t  
,mo~:ing mzrkets f o r  t!ze indus-:r;;'s 3ro.'ucts. The e f f o r t s  of TNCs eil-her t o  t a k ?  
~ . d v m t a ~ e  of these  f a c t o r  o r  to r e s i s t  then make t h e  stur'ir of t!?e r o l e  of 
trs.nsnationa1 corpora t ions  ;_1: f - f r icn ' s  cot ton  indust ry  a s  i l l u s t r a t e d  by t h e  
Su6anese case  an exce rc i se  of s ~ e c i a I  i n t e r e s t  t o  s tudents  of tke in?act  c f  TNC3 
on econmic  developmen-t i n  t5is cont i?rn t  R T I ~  IF. t h e  Thir8. "orld i n  ,ocneral. 

6. The present  s tudy of t h e  Su.'nlese cot t?n  indust rv  f i r s t  b r i e f l y  e r n l a i n s  
-the pos i t ion  of Africa a s  a. 1,:hol.c and t h e  Sudm i n  ~ a r t i c ! . ~ l a r  a s  proclb~cers of 
co t ton  and its products. S p e c i d  a t t e n S o n  is niven t o  tt'. enocess u s d  bv t k ?  
%dm Government t o  d i sp lace  TNCs m;.naning t h e  Gezira Scheme, <:kc c o u ~ t r v ' s  ma jnr 
cot ton  p lan ta t ion ,  i n  lP9 a:?? those en,qa,gd i n  t h e  exportat ion aC t i c  f i b r e  i n  lm. 
Effor ts  t o  e s t a b l i s h  2 ful ly-ixtegrated co t ton  t e x t i l e  industr:r s i n c e  t 3 e  l a t e  
1950s a r e  a l s o  examined i:; soine &tail . .  

7. The discuss ion then concc:? t r~to .?  on .the s t r u c t u r e  of l o c a l  anc! i n t e r n a t i o n a l  
markets f o r  cot ton,  competi t ivc fWs, cotton mr! r;:rnthetic tex'ciles an.' cloth in^. 



The ~ o s i t i o n  02 TlJCs i n  -these markets is n n d ~ z e ?  wi-t!? emphasis orl t5e phenomenon 
of inc reas ing  concentra t ion  il market ?over s t  t h e  intern?.tional lc're' and its 
decreasing concentrat ion i z  '&e locp l  n,-r'cc-'r. 

o The emergence of 7!rC in:l?~xcnce i n  t h e  Sudan economy i n  e n e r a l  mc! i n  
-the cottorr t r zde  anr' induz.tr7- ir: p i r t i c u l m  i n  t h e  annnl~sed ear! i m l u d e s  p - o f i l e s  
of l o a d i i ~ n  TNCs opr.r?.tine ia this T i e l ?  on t h e  b a s i s  of ?ublishci' and unplblished 
daka obtai'ncr! from govem:nc:~.k sourc-s and t h c  TICS themscl-res. 

9. A s u b s t m t i d  p a r t  0: t'13 rtudy is devoted t o  cxmina t ion  a:.' -the country's 
invest i .cnt  laws ~.rhich goi.ern TNC oporrptions i~ t h e  Sudan and of a F e o i e n t s  concluded 
between Sudanese t e x t i l e  "ims m d  2ssoci:tc TNCs or mon.7 tile TNCs alone. The 
result in,^ d i s t r i b u t i o n  of <ir .mei? l  .m? o thc r  zains,  c!irect o r  i n d i r e c t ,  is 
weighed, using such tqoPs of annlys is  ns t h e  ret.?.inscl value added (SVA) and t h e  
i n t e r n a l  r a t e  of r e t u r n  (1%). 

10. A f i n a l  chapter  s u m a r i s c s  t h e  indirg.?s of the stud?-and o f f e r s  suggest ions 
t o  inprove t h e  hos t  country's b m . p i n i n ?  nos i t ion  vis-a-vis t h e  textile TNCs ,and 
t o  enhance t h e  RTJI? 2nd o the r  hcncf i t s  cccordinz t o  t h e  Surlan. 



11. Cotton yarn production i n  Afrfce has r i s e 3  stcad. i l7 f r o 3  .?3..?,%O tons  i n  
-1V2 t o  3 0 0 , W  t o m  i n  197'5 Exrorts  of cot ton  y n r n  aihich f e l l  fr~m /i6,5%3 t ons  
i n  1 9 2  t o  34,&?0 tons  tr, 1 P ,  l z t e r  incrensfd t o  '~9,055 tons  i n  1-97?. The 
production of cot ton  f a b r i c s  experienced suatniner! q - o ~ t h  f r m ?  105,079 tons  i n  
lm t o  22.1,629 tons  i n  !ST/% ~\l"ric,a's expandia: t e x t i l e  indus t ry  nov consurncs 
51 per  c e c t  of its cott%.'-?reduction. Exports of cobton f a b r i c s  Gron Afr ica  
decl ined from 25 thousnnd i n  1972 t o  20 tbousen+tom i n  1~77L. but increased t o  
30,500 tons  i n  199. 

12. Neither Africa 's  proclxt ion of f h r i c n  nor i . L s  c o n s ~ ~ a p t i o n  c o ~ s i s t s  enLirel-r  
of cot ton  products. Production of man-rmdc f i b r e  @IF) f a b r i c s  i n  ftorocco, 
Egypt and Ghana averagcd 4,953 tons  i n  tl-e :;cars 197579 of wbich ;ln .veraoe  ,of 
1,135 tons  was experterl. Cowu~mptim of lorall?.-?roducec! I@.@ f a b r i c s  was 
sup?lanentcd by import. tb.? a?,.eragerZ,6&4 tons  of PIP@ and 1_',3.'37 tons of co t ton  
fab r i c s .  

il. 9evelopmenp i n  t h e  ~ror&c! text!  l c  inc!us try 

13. These developmentc rrere c u i t e  ir. l i n e  with s v e e p i n , ~  chnnzes i n  the world 
t e x t i l e  indus t ry  s i n c e  t h e  earl;! 1glDs. Soon n f t e r  :!or14 Far  11, c e l l u l o s i c  !T.Ws 
(rayon) and non-cellulosic oncs (!i;.lo~, polyes ter ,  n c r ~ l i c s ,  t e r r r l e n e ,  e t c . )  
Scgm t o  nake inroads i z t o  a r e a s  nreviously ~ o n o p o l i s e d  by cot ton:  i n  t h e  period 
1947-51 t h e i r  share  of t h e  Si.bre narkct  ?:as J~5 per  ten% 5y t ! ~  en2 of t h e  lrst 
decade they had captured 47 pe r  cen t  of t h e  rnmket. S ince  I T T s  were l>.r\rpel-r 
developed m d  produced by ?!cs-ter/tr,-..nsnational corpora t ions  (TNCS) l i k e  Du Pont, 
iloechst, h y e r ,  ICI, Montedison ?.?I! Monsmte while rou-;hl:r h a 1  t '?c rror'ld expor ts  
of cot ton  cane from deve1.opin.g countr ies ,  poorer producers uc rc  t'.reatened bv t h e  
b h i f t  t o  MMF' f ab r i c s .  For r.an:i, t h e  solution w a s  t o  de-relop t e x k i l e  i n s u s t r i e s  
t h z t  l e d  l a r p l y  on locz l ly -poun  cotton.  A comi?e r>h le  mount  o f t h e i r  output  
was d e s i s e i l  t o  nce t  r cp id ly  expandi7.i co~swnpt ion b; t h e i r  o m  c i t i z e w ,  and a s  a 
r e s u l t ,  t h e  sha re  of t e x t i l e s  an;! clol!dnn i n  :he i n n o ~ t s  of t h z  oil-importin." 
developing coun t r i e s  f e l l  :From 7 ?er ccnt  i n  1963 t o  6 pe r  cen-k i n  1 9 3  nnrf t o  
4 pe r  cen t  i n  1973. A t  t h e  c m c  -time, t h m e  coun t r i c s  hecLms expor ters  of such 
c o m o d i t i e s ,  t h e  sha re  d v!:ici- r o s e  f r o x  6 t o  11 per  cent  o s  to t21  expor ts  dur ino  
t h e  pcriod 1963-79. Their  ciuch lover  l,?bour c o s t s  were t h e i r  i??ai:~ a s s e t r  s t u d i e s  
have shown t h a t  i n  coun t r i e s  l i k e  & l + m ,  labour was about 30 -5mes nore  expensive 
than i n  Pakistan o r  Esp'c. Furthernore, i n d u s t r i e s  usin? Ei9ilFs have s ince  lfm l ~ s t  
t h e  adv;mtage they had enioye?. over cotton-has& $nd:,istries a s  a r e s u l t  of r i s 5 . a ~  
p r i c e s  of petroleum anrl na tu ra l  326, t h e i r  chief  ;.xi i;..'icrids. 

14. These developments c o s t  t ' le t e x t i l e  i n d u s t r i e s  of t h e  r?e~relopd. cowr'ries 
dea r ly  i n  terms of capxi::,. a d  enp1o)mcnt reductions,  Detwre:~ 1 9 9  m d  1975 
t h e  spinning capaci ty  i n  t h e  EX! dropped by 47 per  cen t  an4 wenvinr! capacit.r b.7 
5 per  cent.  %ring t h e  sxne pcriod A s i m  spinnir,: ca?aci'i;r rose  b:r 50 per  cent  
and w e a v i n ~  capaci ty  by 5 per cerrt. African we?.oin,? capaci ty  rose  5:. 15' per  ccnt.  
The 1970s witnessed t h e  l o s s  of abut one mi l l ion  jobs i n  t h e  WC t e x t i l e  inr 'us t r r ,  



and zq additional two million jobs a r e  threatened with disappearance !qf 195. 
The United States  experiencec! similar d i f f i cu l t i e s ,  but not on the same scale: 
about one-third of its 6 , W  t e x t i l e  f i m s  are  operatin,? a t  a loss ,  and by 1993 
a t  l e a s t  30 per cent of them e r e  expect& t o  go out of Susiness. The U.S. industry, 
hovcver, has several  advantaaes: i t s  vast  and well-protected home market absorbs 
most of the  output; the  U.S. accounts fo r  29 per cent of world pro&ction of tex t i les ,  
but only 9 per cent of a l l  exports. Also :the American industry has t.he highest 

# average t e x t i l e  productivitp i n  t h e  world f o r  both s p i r n i ~ g  and weaving: West 
German, French and 3riti.sh levels  are,  respectively, 73,' 57, and belo?? 51) per cent 
of the  American productivity average. Aggressive export drives have a l so  enabled 
American products t o  capture new ~ a r k e t s  throughout the  urorld. However, some of the  
advantages enjoyed by U.S. fims were temporary, nanely suppressed o i l  prices 
and a weak dollar. O i l  pr ice  deoontrols and higher exchange r a t e s  f o r  the dol la r  
have since reduced the competitiveness of American tex t i les .  

& The Multi-Fibre Arrangement ( F I I F A ~  

15. Resistance t o  the onslaught lay Third I!orld producers on the t e x t i l e  industr ies  
of the..industrialis&. world is led by the  major TNCs which dominate t h e  business 
i n  America, Europe and Japan. TNC e f fo r t s  t o  counter t h e  challenge from the3Third 
World materialised i n  the adoption of the  T i Z  which discriminates against exports 
from the l a t t e r .  I!ithout the  NFA, imports from devel-oping countries would'have 
grown much f a s t e r  than USA =ports, which though cheaper than FEC products, could 
not compete on a cost  basis with those of the developing countries. Indeed, without 
the  a r t i f i c i a l  advantages which the ? .FA ~lJives USA products, exports of t e x t i l e s  and 
clothing from the developing countries may well force exports fm She USA t o  
shrink. t ha t  the  developin2 c o m t r i e s  f in6  most o b j e c t i o ~ a b l e  i n  t h e  Arrangement is 
tha t  it deprives them of the Senefits  of a m ~ x f a c t u r i n g  acrivityr i n  which thev 
enjoy a genuine comparative advantage. The protections pol ic ies  of the developed 
countries a re  i n  t h i s  area i:? direc'c c o ~ ~ t r a l i c t i o n  with ' t he i r  higIr.17 publicised 
&ooncy of f r e e  trade. Developing nations see -the MFA a s  a violation of the  
principles of f r e e  and f.air trsdc; the7 a l so  deplore i t s  continuous disregard by 
the  developed countries, uhich use the t ~ a d e d i s r u p t i o n  clause t o  impose l a s t ing  
bar r ie rs  t o  imports from the Third klorld-through b i l a t e ra l  agreements which a r e  not 
regularly reported t o  the  TSD. 

C. Text i le  TNCs i n  the  developed countries 

16. Protectionism helps the  la rges t  t e x t i l e  TNCs t o  strenlJthen t h e i r  position 
within t h e i r  own t e r r i t o r i e s .  In the  USA, the closing of multitudes of outmode1 plants 
and t h e  introduction of the most up-to-date equipnent mzde in  "lest Germany and 
Switzerland increased the share of the top 15 firms i n  t o t a l  output from 15 t o  
4O per cent. In Europe, the  course taken by the large TNCs was one of merger and 
car te l i sa t ion  ra ther  than rationalisation. b h t i s h  Cortauld waged a pr ice  war 
against some o f  its r i v a l s  i n  the Continent u n t i l  they disappeared o r  were sold t o  
the conqucrin~ f i r m .  Another Eri t ish company, Tootal, had t o  join hm4s with Vest 
Point Pepperel, a TNC i n  the USA. In France several mergers produced three 
doninant groups - AgachoYillot, Dolfu, Mie,g, and Lainiar de Roubaix. In 11977 
sone leading t e x t i l e  TNCs i n  the I3EC, including Akzo, ICI ,  Cortaulds, hfontefibre, 
SIR and Rhone-Poulence, a hmpted t o  s e t  up f i 5 r e  carel. These f i m s  agreed t o  
cu t  production by 15 per cen-t, hut t h e i r  pact was banned by the anti-trust  
authori t ies  i n  the EEC. 



D. T e x t i l e  TNCs i n  t h e  Thir.' ?!orld 

17. Vhile S a r r i c a d i n ~  k!?emselves be5ind t r a d e  r e s t r i c t i o n s ,  t h e  t e x t i l e  
? 

manufacturers of  t h e  deveLoped coun t r i e s  were s t r i v i n g  t o  inc rease  t h e i r  sha re  
of t h e  fas t -vowing markers i n  developing countr ies .  Son.? a l s o  sought t o  ca& 
i n  on t h e  tendcncv of developi..:g coun t r i e s  t o  exp.ad t h e i r  t e x t i l e  producing capacitv. 
American-based TNCS ?.re leaders  i n  t h i s  mom: they were helped by t r ends  i n  world P 
fashion to'rards l e i s u r e  ?!ears. limerican export d r i v e s  concentra te  on casual  appare ls ,  
t h e  bes t  knoim symbols of which Ere blue jezns. The manufacture o f ' j e a n s  and o the r  
typ ica l  American wears has spre2.d t o  o the r  countr ies ,  y e t  t h e  b e s t  known and most 
popular b r a d s  a r e  American, such a s  Levy St rauss ,  Blue kll ( ~ r a n g l e r )  and Lee. 
Furthermore US-nade denin a%C corduroy, t h e  main jem apgarel  f a b r i c s ,  a r e  highl-J 
pr ized  throushout t b e  world: i n  Europe they command premiums of  5 t o  10  c e n t s  a yard  
over l o c z l  makes.  current!.^, ha l f  t h e  exports  of yarn, f a b r i c s  and ca rpe t s  from 
t h e  USA (valued a t  i1543.2 b i l l i m  i n  1979) gocs t o  Europe and Canada. Some 3'3 per  c e n t  
goes t o  ftsiz,  i l f r ica  Lat in  h e r i c a  f o r  l o c a l  consmpt ionj  t h e  r e n a i n i n ~  ?O per  c e n t  
is a l s o  shipped t o  lors-waxe coun t r i e s  such a s  Mexico and Rong Kong f o r  manufacture 
i n t o  appav1.s t h a t  a r e  re-exported t o  high-w,Xge coun'tries,  inc luding t h e  USA. 

18. The t e x t i l e  Z i r m s  of developing coun t r i e s  w e r e  r>tite prepared t o  go along with 
t h i s .  s t r a t egy .  For ins tance ,  Columbian t e x t i l e  f i r m  secured from American c m p ~ m i e s  
l i c e n s e s  t o  use t h e i r  b r a n ,  nxies  and trademarks ( u s u d l y  f o r  use i n  t h e d o m e s t i c  
market o n l y )  i n  r e t u r n  f o r  royalt.;i payments ranging from 2 t o  15 per cen t  of  s a l e s .  
The l i c e n s i n g  f i r n s  extended. technica l  a s s i s t a n c e  t o  +he l i censes ,  helpin? b;. conducting. 
t i n e  and motion s tud ies ,  suggest ing new techniques f o r  c u t t i n g  and sewing f a b r i c s  and 
in t roducing new improved materials .  The l i c e n s i n g  com&mies a l s o  s u p p l i e d  t h e  
l i censees  with fashion infommtion re levan t  t o  t5eir busineess l i n e s .  

. , 

19. A number of t e r t t i l e  Ti% appeared i n  t h e  developing coun t r i e s  inc lu i3ng 
Haci Omer Sabanci Holding of Turkey, IIyosung Grov;: at-.' Surlcyong of Sw" Korea and 
I n d u s t r i a s  Reurldao F. !.la-trazzo of Eirazil. The 1 9 9  s a l e s  of  these  four  corpora t ions  
va r i ed  between 'JS 722 mil l ion  an6 U S  2,629 m i l l i o r ? .  Smaller TNCs a r e  F i t e  
numerous: .they operated pr imar i ly  from none Kone, t h e  Republic o f C h i n a  and South 
Korea. Some have l inked up with T K s  f r o m  developed coun t r i e s  s o  a s  t o  expand 
t h e i r  business i n  t h e  Thircl ?orlr!. Fqr instance,  ;I J.ap.?nese TNC bought a major 
i n t e r e s t  i n  a Hone Kong t e x t i l e  f i r n ,  and together  they es tab l i shed  in teg ra ted  p l a n t s  
throughout Southeast  A s i a :  The Ilong Kong f i r n  supplied. spinning,,weaving.and garment- 
making s k i l l s ,  while t h e  Japanese f i rm provided s m t h e t i c  f i b r e s  and. technica l  
know-hori e 

20. 111 Afr ica  t e x t i l e  TICS from both t h e  developed c o u n t r i e s n n d d e v e l ~ ~ i n ~  
A s i a t i c  regions have s e t  ui, a f f i l i a t e  p lants .  For Cnstance, an American f irm, Riezel,  
e s t ab l i shed  t e x t i l e  m i l l s i n  -t!?e Ivory Coast m d  Niger. Some Nong Koag firms set 
up s t o r &  i n  Ghana a::? Nigeria. ,'it Kaduna i n  Nigei-ia a t e x t i l e  p lan t  has ex i s t ed  
s i n c e  19% a s  a j o i n t  3 r i t i s h ,  Japancse and Kuwaiti vesture.  Unlike t h e i r  A s i a t i c  
counterpar ts ,  P . f r ic~n t e x t i l e  f i ~ s  c a t e r  ma in lp+or  t h e  domestic market. Only  Egypt, 
Morocco, t h e  Ivory Coast, Mc.da~ascar and Zimbabwe - cxport f ahrics.  

I 

, . 



21. The link-up between t e x t i l e  i n t e r e s t s  i n  t h e  developed countr ips  and t h e  
Third Horld s u i t s  both s i d e s  rrell .  Thir4TTorlr' f i r n s  ow.-..in both f inance  and know- 
how f r a n  t h e i r  counterpar ts  i n  t h e  inrlustr ial isec!  coun-tries. T X s  i n  t h e  l a t t e r  
f i n d  i n  t h i s  link-up an effec-t ive m e a s  of pe ; i s t r~- i - in :~  t h e  usual ly  heavily-protected 
markets of t h e  developin:: countr ies .  This  is p a r t i c u l z r l y  inpor tant  t o  t h e  TEES 
t h a t  produce tM?s and wish t o  encournze tth. cozsunptinn o-F syn the t i c  f i b r e s  a d  
f a b r i c s  i n  cotton-producing developing countr ies .  I n  addi t ion ,  t h . i s  arrangement 
enables t h e  t e x t i l e  TNCs i n  t h e  d e v e h ~ e d  countr ies '  -to -take advantage of t h e  low 
c o s t s  of production i n  t h e  developin:! coun t r i e s  i ? , s s c u r i n g  cheap suppl ies  of  yarn 
o r  f in i shed  f a b r i c s  o r  clothinlz f o r  marketing i n  t k  hizh-%rage countr ies .  



A. Production of co t ton  i n  thc Sudm 

22. The economy of t h e  Zucian is  hea.ril:r r lepende~t on c r t t o n .  As much a s  ha l f  
2 mi l l ion  hec-tars o r  sane 13 ?er ce-i  :,f 1,-.nd kn ic r  c u l i i ~ ~ t i o n  iicvotcc! the 

cropi  ha l f  a ni!.lion farmers a r e  engaged i n  ite c u l t i v z I . i o ~  and twice a s  many 
peoplc harvest ,  gin, s t o r e  and, a t  p o r t  Sudan, handle it. It accounts f o r  
45 per  cent  wl t h e  a~;p-ezate e q o r t s  of t h e  country. The t e x t i l e  indust ry ,  w?,.ich 
is e s s e n t i a l l y  cotton-bnsed, c o n s i s t s  of 22 s t a t e - ~ ~ r i  p i v a t e  p l a n t s  with asfiets  
valued a t  about 3 1100 n i l l i o n  and a labour fo rce  of a b u t  32,003 persons. Cottonseerl 
i s  a l s o  t h e  bas i s  of a s i z e z b l e  processin;: i ndus t ry  t h a t  produces e d i b l e  o i l ,  
soap and animal feed. 

23. There has been, howcvcr, 3 noi:l.ccnble d e t e r i o r ~ t i o 3  i n  t h e  performance of t h e  
Sudanese cot ton  industry.  The d e c l i n z  i n  acrea,:c 3uri.n; t h e  1970s was accanganied 
by a f a l l  i n  t h e  volune of -the cro?. Followin; an d l - S i n e  pezk i n  t h e  mid-1970s, 
t h e r e  !-as been s i m i l a r  3rrlp in production. of t e x t i 1 . e ~  i n  recent  years. Nevertheless, 
t h c  country is  still comnittcr! t o  3 l.+vear nlzn t o  expmd, durin.7 t h e  period 
1972-85, t h e  country 's  spinning capaci ty  from l C X 3 , 0 0 r )  t o  l,OC)3,OXl sp indles ,  an;' 
t h e  number of loor,ls from 3,732 t o  12,5@3. The expailded :.n?ustrj is expected t o  
process i n  f o u r  s t ages  h2l-f -the country 's  cot ton  o u t p ~ S  0:: about 2'33,093 tons. The 
f i r s t  phase was intended t o  nake t h c  r -?antry s e l f - s u f f i c i e n t  by 1975 and f in i shed  
garments. Phase 11, which xas  t o  cnd i n  1978, ained 2,'s producin.2 '79,003 tons  of  
coarse,  medium and f i n e  :izPn f o r  cxgortn. P!:ase I11 rins expected by 19?2 t o  weave 
25 per  cent of t h e  yarn proriuccd i n  Phase I1 i n t o  1-25 x i l l i o n  meters of ,grey f a b r i c s  
f o r  expori-ation. The fourt!? phase (13F3-5%) u i l l  wihess t h e  expor ta t ion  of 6 7 4  
and pr i? ted  fabr ics .  The e x ~ e c t n t i o n  is t o  market p7.m i n  ?he i n d u s t r i a l i s e d  
coun t r i e s  and woven fnbr ic s  i n  neinhbourinz couctr!.eo of  Mric?. an+ i n  Asia. 

24. Unfortunately, t h e  e x p a x i o n  i n  p r n  nnl  f a b r i c  p-oduction ).as no t  p r o c e d e d  
accordin,o -to plan. The 1ms ended without tb.e Sudm a t t a i n i n  self-suff iciency.  
I n  f a c t ,  imports of cot ton  and s - p t h e t i c  yarn an6 f a b r j c s  erceeder'. 7.3 -:housand tons  
throuz!lou-t :!le seventies .  ! h e v e r ,  i n  recent  years  some SuZanese firms have be,pn 
export ing yarn t o  e n m b e r  o-_f indus t r i a l i se t?  c o u ~ t r i e s .  

1. _Involvcnent of TNCs in-c-0-tton 2roduction 

25. A s  an exporter  of cot ton  a-fi yarn and NI importer of  co t ton  aria syn the t i c  varn 
and f a b r i c s  a s  well  a s  t e x t i l e  nncl:inery and technology, t h e  Sudan has been dea l ing  
with many t ransnnt ionnl  corpora t ions  both c ' i rcc t ly  ax l  ind i rec t ly .  In f a c t ,  i t  was an 
Emeric,an TIE t h a t  began ?lodernisntion of co t to2  p-oduction i n  t h e  country. In 1934, 
a n i l l i o n n a i r e  from Indian?. ?!it!- investments extendh:  f r m  t h e  United S t a t e s  t o  Korea 
establisher! t h e  Sudan ExperienC,11 P lan ta t ions  Sywlicxte t o  experiment n i t h  t h e  
p r d u c t i o n  of m p - i r r i & e d  :.on2 s t a p l e  cotton a t  Zeidab i n  t h e  Norther Provinne 
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of Sudan. In 1910, the compaizy passed in tp  Dritish hanc's and was renamed the  Sudan 
Plantations S-pdicate (S'S). It was destined t o  manap the  million-acre Gezira 
Schae  rrhich becane the  backbonc of the Sudan economy <or morc than half a century. 
The Syndicate was nationalisec? i n  1 E 0  and replaced by the S u c h  Gezira b a r d .  

, 26. For two decades the h r d  marketed the  en t i r e  Sudanese crop through 18 
( a t  one time - 1959 - the  number rose t o  38) export houses, most of which were 
foreign-based with branches i n  other countries. They incl&ed Ral l i  hoe .  

. ( k i t i s h ) ,  Soci6t6 Cotton (~rench) ,  Reinhart (swiss) and i ' o r ~ h a l l i   tian). an). Most 
of the  export houses operated a s  comission agents t o  both iarge and Wal l  firms in  
the  industr ia l ised . . comtries. IJationalisation of the cotton export trade i n  1970 
changed mat2ers ver;r l i t ' i lc:  the Sudan merely beg&? t o  deal with t h e  foreign of f ices  
of these firmi, and not .with the spinners a$ E,-t did. Consequently, i t  is hot 
possible t o  f ind  out.%rhich TNCs process Sudanese cottonst what proportion of the 
country's f i b r e  enters t h e i r  mills and what influence they exert on Cbc markets 
f o r  the Eibrc.' The s i tuat ion had many d4fedvantages from the Suc'an's point of view. 
Ther; is ,evidence tha t  the 'export  firms, Pive of which handled abou'c %3 per cent o f .  
a l l  cotton exports, were organis& i n t o  a ca r t e l  which hel.pec! t o  depress the  prices : 

i n  the auctions run by the Gezira b a r d .  They often engaged i n  speculative trading 
which had a destabi l is ing e f fec t  on the market. Their'tendency t o  sell on a type- 
basis, and not according t o  &wades d e t e d n e d  by t!16 cotton c l a s s i f i e r s ,  and t h e i r  
resistances t o  the Doardls practice of stanping the  p a d e s  on the bales gave some 
credence t o  charges tha t  they were involved and, i n d e d ,  a primary beneficiary i n  . 
the  grade manipulation scandal t ha t  was one'of the main causes f o r  nationalisation of 
the  cotton trade.' Also, l i k e  T w s  operating in  many countries, t h e i r  main concern 
was t o  make a prof i t  from marketing cotton i r respect ive of i t s  source: they would 
therefore readily promotk non-SGdanese co t tons  a t  the expense of Sudanese ones if 

t h i s  w a s i n  t h e i r  own interest .  &sides, those exporters were publicizing t h e i r  om 
tyy=s of cotton and had no incentive t o  advertise the  special  q a l i t i e s  oiT Sudanese 
groirths. In jac?, spinners' dFten complainccl t ha t  they received from the t raders  
very l i t t l e  technical informatioh, yet t h i s  information, such .as r e su l t s  of nicronzire, 
f ib ropaph and ~ r e s s l o y  tes ta ,  vas readlly avai lable  i n  producing countries. 

2. Impact of i4NFs on Sudan's Cotton Industry 

27. ' The TNCs tha t  had the  greztest  iispirct on the marke5n.g of Sudan's cotton 
were no doubt phase tha t  do-ieloped and produced mul-made fibres.  A s  one of the n a j o ~  
producers of ~ t r a - l o n g  s t a p l e s  (ELs), the  f ines t  cottons fo r  which competition 
from the  MMFs was a t  its charpest, the  Sudan was &on2 the  cotton-producing ~ o u n t r i e s  
most seriously affected by the  activitie.6 of chemical TNCs engaged in  F.@@ productidn. 
Technically, the.F.%Ps had q y y  advantages over cottoa: a s  t h e i r  a t t r i t u t e s  a re  f a i r l ?  
controllable a=d they are  more rdzpt2bl.s than natural  .:?ibres t o  the  needs of spinners, 
In p a r t i c u l , ~ ,  the:. can be ir:bued, a s  recjuired, with such properties a s  s t r e q t h ,  
res is tance -to,heat, colour or co lou r l~ssness .  Also, I@tFs are  decidely more 
regular i n  a l l  qua l i t i es  than ce l lu los ic  fibres.  F~vourable  input-output r a t i o s  render 
t h e  costs  of spinning LB3Fs much lower than those of spinning cotton,.*hich yield 
much waste when spqn. pabrics made out of FJP@s a r e  strong, moth-residting, need no 
ironins,  and do not crease. Heavy spend in^ on research and pr&otion by the  TNCs 
helped t o  win over npinners, weavers and consumer6 t o  18.F~. Thef were assis ted i n  
this endeavour by the  low prices  of petroleum, the  cbief input i n  i,nFs, cblarged by ' ; 



OPEC u n t i l  lm. After  that., h e r i c a n  chemical TXCs bens?i t ted from o i l  p r i c e  
con t ro l s  and t h c  weakness of t h e  d o l l a r  f o r  most of t h e  197s. 

28. Of course, co t ton  had q u a l i t i e s  which 1BWs lack;  noisture-absorption is tYe 
main one. It is i n  addit ion s o f t  and seldom causes a l l e r g i e s .  However, these  
p roper t i e s  can be re t a ined  when co t ton  is blended v i t h  such PaMFs ;IS rayon, nylon, 6 

po lyes te r  of acryl ic .  ht ELS cot tons ,  which c o n s t i t u t e  t h e  bulk of f i b r e  exported 
by t h e  Sudan, do not  blend v d l  with synthet ics ;  c o s t  cons idera t ions  make spinners  
p r e f e r  s h o r t e r  and cheaper co t tons  f o r  blending with ,t:tMFs. 

3.9. The sharp r i s e  i n  petroleum and gas p r i ces  s i n c e  1973 has not  stopped YEFs 
from continuing t o  inc rease  t h e i r  share  of mill consunption of a l l  f i b r e s ,  but  has 
considerably c u r t a i l e d  t h e i r  r a t e  of expansion. During t h e  period 197C)-l9Z3 t h e  
consumption of non-cel lulosic f i b r e s  increased on average hy one mi l l ion  tons  
annually, and t h e i r s h a r e  of t o t a l  m i l l  consumption rose  from 21.7 t o  29.4 pe r  cent.  
During t h e  period 19/4-79 t h e  r a t e  of expansion dropped t o  0.6 mi l l ion  tons  a year ,  and 
t h e  sha re  of t h e s e  f i b r e s  rose  merely t o  35.0 per  cent.  I n  1 9 0  t h e r e  was a drop 
f o r  t h e  f i r s t  t i m e .  i n  t h e  volume of !.&W (synthet ics)  consumption from 10,614 
thousand t o  10,473 thousanl  tons. In  t h a t  year  t h e  t.Q!F-TNCs i n  Vestern Europe 
a lone  incurred  l o s s e s t ~ t e l l i n : !  one b i l l i o n  do l l a r s .  

30. TICS e n p e e d  i n  t h e  proauction of LB:Fs were very slow t o  respond t o  t h e  sha rp  
rise i n  t h e i r  production c o s t s  at a time when 2 global  recession was s e t t i n g  in .  
I n  fact, some of them, l i k e  r)u Pont and PIonsanto of t h e  United S t a t e s ,  continued t o  
expand t h e i r  production capaci ty  i n  s p i t e  of r i s l n o  c o s t s  and f a l l i n g  demand. %th 
su f fe red  from sever ly  reduced earnings,  with Monsanto f a r i n g  worse t h m  13u Pont, 
which is t h e  l a r g e s t p r o d u c e r  of syn the t i c  f i b r e s  i n  t h e  USA, owin,g some 40 pe r  cen t  
of t h e  country 's  capacity. Eventually, Du Pont had t o  reduce its r e l i a n c e  on f i b r e s  
and moved i n t o  t h e  f i e l d  of ,molecular  genetics .  I.t is se rk ing  t o  develop new d F p ,  
herbic ides  u ld  pes t i c ides ,  and hopes t o  reduce t h e  sha re  of f i b r e s  i n  its tota l  
s h e s  from 50 t q  44 per  cen t  during t h e  19%. Its production capaci ty  w i l l  
i n c r e a s i n ~ l y  be d ive r t ed  t o  t h c  manufacture of s p e c i a l i t y  f i b r e s  such a s  ke lvar ,  a 
f i b r e  of high stren,$h t h z t  can be used f o r  bul le tproof  v e s t s  and be l t ed  tyres. 
Du Pont a l s o  t r i e d  successful ly  t o  mi t ina te  t h e  e f f e c t s  of r i s i n g  inpu t  c o s t  
(petro-fees account f o r  75 per  cent  of f i b r e  cos t s )  by in t roducing mezsures t o  r a i s e  
productivi ty.  

31. Anerican, European and Japanese TNCs a r e  locked i n  a stiff s t r u r z l e  f o r  t h e  
shr inking FW market, with American and Japanese f i m s  i n  t h e  lead  u n t i l  norT. . . 

A s  manufacturers, qf  FFs, however,, a l l  t hese  TNCs a r e  unt ied  i n  campai@ing a r ~ a i n s t  
c e l l u l o s i c  f ibres '  such a s  cotton. Helped by favourable m & e t  condi t ions ,  
p a r t i c u l a r l y  p r i ce '  t rends,  cot ton  producers' a r e  ' f iyht ing  back. Strenuous e f f o r t s  
a r e  now made i n  t h e  f ie lc!  of research anel'promotion by t h e  In te rna t iona l  Cotton 
I n s t i t u t e ,  an offshoot  of t h e  In te rna t iona l  Cotton Advisory Committee, and by major 
co t ton  p&cessors. ' Their  airp is  t o  develop b e t t e r  cot tons ,  improve 
t h e i r  preparat ion,  'reduce production and handling c o s t s  and  in new markets. I n  
recent  years ,  z ' Jnpanese  f i r m  is s a i d  t o  have developed an easy-care al l-cot ton 
f a b r i c  s u i t a b l e  f o r  use a s  s h i r t s ,  blouses o r  sportstrear. There were 2 l so  ~ i g n i f ~ c a n t  
improvements i n  t h e  manufacture of cot ton  f a b r i c s  with p o c !  s t r e t c h ,  s t r eng th  and 
heat  r e s i s t a n c e  propert ies .  



320 These recent  deveLomci~ts  i n  t h e  manufacure o? ldki,Fs ?.nr' i n  t h e  production 
of cot ton  f a b r i c s  a r c  of p;rkicxXcr i n t e r e s t  t o  t h e   ria^, C i r s t  and forenost  
because they af fec t  EL5 co-ttons, whizh c o n s t i t u t e  t!>e hdlk of cotton e x p r t s  from 
the,country.  The !JW-TIICS ,-re ixcreasin,qly conce;ltmtir!,~ t h e i r  e f for ts :& t h e  f i n e  
end o f b  t h e  t e x t i l e  market, c h i c >  is t h e  t r d i t i o n a l  tc r r i tor ; .  of EI;s cot ton ,  by 
blending-MWs ~ i t h  s h o r t e r  co t tons  s o  as t o  dis!.or.?.:~ -t5e TLS :yowths. Improvements 
i n  t h e  I T C  o i  cot ton  f o r  inkin:; dura!?!.e-?ress appare ls  a?.! warp knit tin,^ a r e  
l a r e e l y  ELS-based. Thus t h e  sl-ru,qqle betveen cot ton  all?. t h e  coun t r i e s  t h z t  produce 
i t  and WFs and TNCs nzkine then stanifeetr, i t s e l f  a t  ; c  rrznviny stnee.  

R. Transnational  c o r p o x t i o m  2nd t h e  ~ : . m u f a ~ u : : e ~ ?  t e x t i l e s  i n  t!le Sudan 

33. The Sudanese t e x t i l e  iilc'uotry produces yarn froin i 'cs  o m  use a r d  f o r  
exjmrtation. Sudznese weavers supplement t h e i r  purchzses of locally-produced co t ton  
yarn with importe of both eokton a d  ,?;-tificial coxnts. On t h e  market, t h e i r  pro5ucts 
face  s t i f f  coinpeti-tion from imported cot ton ,  MPII;' o r  bleided fabr i c s .  I n  a l l  aspects  
of the tr%de i n  t e x t i l e s ,  Sudznese rnnnufacturers a r e  xFfecter3 'q t h e  a c t i v i t i e s  of 
foreign-based t e x t i l e  TIICs. TiJCb t h a t  pi-.dime yarn from NRFs a r e  n a t u r a l l y  bent on 
r e s t r i c t i n g  eTports of cot ton  y r rn  from ,?n? a t  t h e  sa3c  t i n e  seeking t o  expand t h s i r  
s a l e s  of cya the t i c  yarn t o  -the S u d ~ n .  Ti.!& enEaZecl i11 %kc p r d u c t i o n  of  f a b r i c s  
end appare ls  made OF. ?flfls o r  cot ton  blended with l!NFs a r e  doing t h e  same. Thesc 
TNCs played a leading r o l e  i n  e r e c t i a g  h a r r i e r s  agains-t exports  of  t e x t i l e s  f r m  
t h e  developing .t? &c i n o ' u s t r i d i s e d  cocn t r i e s ,  a id ,  of oourse, t h e  Sudan was one 
of t h e  de- eloping coun t r i e s  af fec ted .  Thc t e x t i l e  TIJCs a r e  a l s o  increas ing the i -  
involvencnt  i n  t h e  t e x t i l e  i n d u s r i e s  of developin+: couq:tries, a s  t h e  Sudanese 
experience c l  ea r ly  shoa$s. 

34. Thc Sulan's ambitious 15-year Plan t o  becone oclC s u f f i c i e n t  i n  cot ton f a b r i c s  
and then t u r n  i n t o  an exporter  o? y a m  ax? f a b r i c s  i-ewkr i ts  case  of p a r t i c u l a r  
i n t e r e s t  t o  s tudents  of the n t t i t u d c s  of t h e  t e x t i l e  TlTrJs towarc's t h e i r r i v a l s  i n  t h e  
Third Norld. IIowever, i-t- ims t  he clearl ' r  s tzter!  t h a t  a e i t h e z  t h e  p-ogress of t h e  
Sudmese t e x t i l e  indus t ry  r:or t h e  invclu?.~ent  of TNCs i n  it a r e  t y 3 i c a l  of 
occurrenceo i n  Africa. 

35. The h i s t o r y  of nodem spinnin-  ~ r l  weavinq i n  t h e  Suc'zn tvy ins  i n  1959 with . . - 
t h e  r e g i s t r a t i o r  of t k  ~?.:-.:::T~.-:I~.C~~C.-II Tr::iile ?-.,-tar .-.; I . r~ -? . t e  co,:pany T:ith 
an authorised c a p i t a l  of  LS.1.5 mi l l ion .  The a i d - u l  cipii-a1 dasLS '2.9 mil l ion ,  
subscribed by nn American of Greek ori,qin. The fac to ry  ccostkS 1x.17 n i l l i o n ,  
inc lud ingb? ,  5.73nil l io; l  paid f o r  the machinery, wiiicl- v i m  imported from E r i t a i n o n  
c r i t  Local c o m e r c i d  3a l : c s  provi6ed t h e  r e s t  of th.e J.on,ytern f inance,  a s  w e l l  a s  
much of t h e  short-term one. Cotton was bou:ht from t h e  tgovernmer,t on c r e d i t .  The 
fac to ry ,  with i t s  55,900 spin;les and l,% Loons, cmner,cecl product im i n  1962, 
it had t h e  capacit-7 t o  tu rn  50,320 bal.es of cqt ton  i n t o  ::.5 mi l l ion  yards of fabr ics .  
The fac to ry  vas bese t  with nSmerous problems t h x t  p r e ~ e r t e d  i t  from reaching P u l l  
capaci ty  production and it f a i l e d  t o  repay loans t o  t!~e nachincrji suppl iers ,  t h e  
c o m e r c i a l  banks anr! t h c  goverr.ncnt. USAID came t o  its air? wi th  a US$lO mil l ion  loan 
but t h e  comp~mjr continued -to ? a l t e r .  

1. Gulf In te rna t iona l  --- 
36. In  19a ,  t h e  Sudanese h e r i c m  T e x t i l e  Factoz+y u . s  t-.::en over by t'le Kuwaiti 
TNC Gulf In te rna t iona l ,  which ?ai< 7 4  10 nil.?ion 20- t h e  purchnsc. Gulf, a p r i v a t e  



E/ECh/UNcTC/2 
Page 12"  

C m P a Y  c h i n a t e d  a t imber of t h e  Kuwaiti royal  famil;., '?a,s rrorlr'-wide i n t e r e s t s  
inc luding f i s h i ~ ~ , :  i n  Xvlii;i.ti m d  Somali waters, match-aiti:y 411 !!igeria 
and Zai re ,  wood cuttin:: 211d processing i n  Canada, d a i r y  produci'ion i n  Holland, 
spinning and weaviag i:: Lebanon and o the r  activities i n  t h e  Uililed Kingdm, 
Jnpm and India. In  1F& it tiwgh'; ec;uit-/ i n t o  Lonrho, a TllC rd:h wide i n t e r e s t s  
i n  t h e  developing world. This  London-bsed TNC had a very c o r ~ t r o v e r s i a l  record arid 
has faced many crises c<i:cc 193; Xuu!iaiti p a r t i c i p a t i o n  helped t o  bo l s t e r  its 
posi t ion.  The two hecme 9a r tne r s  i~: t h e  Sudanese Kenana sugar schene, which Lonrho 
had helped t o  launch m d  s t e e r .  Xhen thc  c o s t s  o; t h e  schene m i n t u p l e d  i n  f i v e  
years ,  . the P d w z i i t i s  helped t o  oust  Lnnrho and res ip .ed  h c i r  sea-:s on t h c  Lonhro 
%ard of Direc tors ,  r e t i ,  howcver f h c i r  7.9 per  cent  ecp i t7  share  i n  t h e  conpan:r. . 

37. A s  t h e  main Arab inves to r s  i n  t!:e Sudan, :Cutnitis enjo;. 'Irw.1e:dous goodwill 
and a r e  no t  viei.ied vii!l t h e  s u s ~ i c i o n  t h a t  c h a r x t e r i s e s  Sudai1::oe 2erception of both 
fore ign t r ansna t iona l  operators.  Their  i n t E r e s t  rncge from r o d  t r anspor ta t ion  t o  
pou l t ry  production, t h e  cons t ruct ion  of o f f i c e  bui ld ings  and hote ls .  The Gulf 
I n t e r m t i o n a l  group of Conpmiei (Sudan), however, rcmains t h e i r  chief  possession i n  
t h e  country. The f a c t  tha-t 2 Sudsnese is a n o q  t h e  prominen-l- charcholders i n  gulf 
has a l s o  added t o  its l o c a l  pres t inc .  

38. Gulf has a number of s u b s i d i a r i e s  i n  ?he  S u d a ~ ,  nos t  of whic!: were bought 
2s on-going but l o s i n e  conceras. These inc lude  two natch  f? .c tor ies ,  ? g l a s s  f ac to ry ,  
a par t ic leboard  m i l l ,  a c!lcnical empan;~, 2 packaging f i r n a  2 publicit-[ agency and an 
a i r - taa i  service .  The ~ i a 7 . t  . t e x t i l e  n i l l ,  renamed t:he Slld3.33 T e x t i l e  Industry,  however, 
rexmins its main suhsidint-7 i n  t h c  Sudan. The f a c t o r y r s  productive capaci ty  was 
iacreascd by 50,000 n p i ~ ~ d l e s  2nd 1,2W loons s o  a s  t o  edd 35 r ~ i l l i o n  yards of f i n i s h e d  
f a b r i c s  t o  production. T i c  number of aiplo!recs rose  from 4,3W t o  3,500. 

39. The Sudan T e x t i l e  I:?&x-try Conpan/ ( 9 I C )  had troubled r-elzt ions irith both 
'the a u t h o r i t i e s  an? i t s  om! criployeec. Mctiers c m c  t o  head between a l l  t h r e e  
p a r t i e s  i n  Apr i l  19% r::mn t h e  nnr!<ers se ized  nenbero of -the bo-rd o1 d i r e c t o r s ,  
locked them i n  a besmmt  ~ u o a  and barr icaded t l?mselves  i n  . i - k  factory.  They were 
der.~uldine pqment of b:; l '/l,i)M i n  a r r e a r s  i n  l i e u  of over t inc  work, leave money, 
ned ica l  c o s t s ,  etc .  The ",ng;;ly,, which had been f x i n y  se r ious  f i n a n c i a l  problems, 
claimed t o  have incurred losscs  t o ' ; d l i n g  LS 27 n i l l i o n  i n  tho  l a s k  f i v e  years. Its 
indebtedness t o  banks a:xl t o  t h e  stzte-ovned cotton-growing torpor,-kions ran  i n t o  
t e n s  of c l i l l ions  of pou-LC's. ?!hen' the t roub les  f l a r e d  up i n  t : ~ e  s p r i n g  of 1981, STIC 
Lad a l ready cxhaucted its c r e d i t  c e i l i n g  of &S 15 mi l l ion  a d  press ing  t h e  
government f o r  f u r t h e r  c - e < i t  amountin? t o  bS 1 2  n i l l i o n .  

40 Lack of short-term f incnce  ~ r a s  only one o r  t h e  p rob lem of t h e  firm. Its 
products could not cor:ipctc x i t h  f a b r i c s  i.nported from such c o u ~ ~ t r i e s  a s  Egypt, 
Pakistan,  India ,  Korc2. -;~d Rcuania, i n  s p i t e  of t h e  generous s u ~ x i d i e s  it received 
NIC? t h e  high d u t i e s  im?osed on imported Fabrics. STIC paid its riorkers q u i t e  
generous wages by Sudnnese s.ta?dards, but q u i t e  1 0 3 1  comparisol? t o  :hose paid by 
t e x t i l e  m i l l s  i n  o the r  developing countr ies .  !.lit:? an a v e r q p  hourly wage of 
bS. 0.20 (~S .0 .40)  earned o l i g h t l y  nore  than t h e i r  c o m t e r p a r t s  i n  E g ~ p t  (35 cen t s )  
but l e s s  -than i n  South ::ore=, Brazi l  and Tunis ia  (45-35 cents) .  

41. STIC a l s o  suf!erec! ?rim problems fac ing  iiost Sudanese f a c t o r i e s .  These inc lude  
recur ren t  powcr cu t s ,  2. hi$i r z t c  of l z h u r  turnover a i d  absenteeisr.1 a s  well  as a c u t e  



hare currency ! r r c i t i e s  leading t o  shortages i n  &?are p n t s  and chemicals. Power 
c u t s  caused production l o s s e s  t h a t  v a r i d  between 9.2. and 14.? ~ork/da:rs durino t!?e 
period 1 m 7 9 .  In  193.33 t h e r e  iras ,? s b r p  rise i n  l o s t  ::ours, which added t o  more 
than 63 wori:. dzps. Cmticto?.? e n i , y a t i o n  of wor!rers c m s ~ l  t h e  lahour tu tnaver  , 

' 

r a t e  t o  rise frm 15.3 ?er cen t  i n  1g/k  t o  2C.2 ?er cexc i n  1'3%. . The devaluat ion 
of t h e  Sudanese pound r ? i s B ?  t h e  c o s t s  of importec! apyres mr1 chenica ls  by 25 per  cen t  
t o  k? 1.3 n i l l i o n  i n  19%. S I C  a l s o  complained tkt its s?indles were designed 
t o  h a n l l e  s h o r t ,  medium mc?.'lon.g-staple cot tons  i n  descending p r o ~ r t i o n s ;  
a f t e r  19M/71 t h e  ~overrmen-t sup?lied it with cot ton  i n  p r o p o r t i o n s  t h n t  reversed 
t h i s  order. This  f a c t o r  a-1  s t i c k i n e s s  i n  recent  cottot? crops l e 6  Lo cofisiderab1.e 
under-ut i l isat ion of productive capacity. Incre lscn  i n  electricity rakes, co t ton  mr! 
petrochemical p r i c e s ?  pro2uctioi? t ? z e s  m d  .;:he mininun :rage l e v e l  r a i sed  profiuction 
c o s t s  during 19'1) by.,L? .'j n i l l i o n ,  o r  32.1;. q?r rmt. 

42. A s  a r e s u l t ,  of a l l  these ?roblens, the  out.su't o:? both t h e  spinning and weavin,2 
sec t ions  of -the f zc to ry  h s  Zeclined considerably i n  recen-t years. In  1973 SCIC 
produced 3,462 tons  of yarn and 8.?,8.55,00r) ynr& o? f in i s !~ed  fabrj-cs. h r i n z  t h e  
years  l ~ E l Q % ,  production averaged !&,591~ tms of yarn (39 per  cent  of capaci ty)  
and 31,8?.5,?33yards 02 f a b r i c s .  S i < p i f i c a n t l y ,  t h e  C a c t o q ,  ceased i n  1 4  t o  use 
iinported 72m, which resul'ced i n  1 9 3  i n  production o:" onl?r 15.3 m i l l i m  :m-c's' o f  
f ab r i c s .  

2. r t h e r  TIC involvement 

43. The Sudzz!. T e x t i l e  ItlCustry d i f f e r s  From nos t  017 -tile t e x t i l e n i l l s  i n  t h e  c'ountrv 
i n  t h a t  if is preh,ilina-gtl-;- or:ne6. by non-Sudmese, a d  t!mt it is completel.7 dominate' 
by an Arab TIIC, Gulf Intcn-si-ion?,?. In most of t h e  reqain ing t e x t i l e  companies 
t h e r e  is iilvolvement of ei-t'he? 3sropean o r  As ia t i c  '?NCs. Sone of thnse TNCs supply 
nachinery, u s u ~ l l y  011 we&t,  m d  hold s+c-es i n  t h e  c l i e n t  t e x t i l e  company. This  
is t h e  case  rri-th t h e  Jcpmese  Zirn Gosho-Kenatsu, vkich supplied t h e  Ilhartoun 
Spinninz and >!eavi;lg Compaiy ( 3  . 1 ~ 9 )  with nackinery worth kS 1 million. 
Payment was na6e ir! i n s t a l n n t c  extendin2 from 1963 t o  1056, I n t e r  prolonyred t o  19s .  
The fec to ry  had 20 -thousmr! s?incXes and 714 looms 'chat could ~ r d u c e  3,33r) t o m  
of yarn and 30 mi l l ion  yarch o:: Pabrics. The Japmese  T?JC purchase< %% per  cent  of 
KSWC shares. Its exper ts  s ~ ? e r v i s e r ?  ins ta . l l a t ion  of  t h e  mnehines and, l a t e r ,  t h e i r  
use i n  producin!: yarn and :abrics. 

44. A s i m i l a r  a r r m p i n e n t  rras ncpotis ted i n  lfl, betrreen t h e  New Ualfc Union of 
Coopera-tive S o c i e t i e s  (N?=s) 2nd~ F%.c!?-In-Tes, a p r i v a t e  T t a l i m  company which 
represe11te4 severa l  1 t ~ l j . m  n m u f a c t u r e r s  of t e x t i l e  machinery. This  f i m  nerfonned 
' turn-key- jobs' i n  cuch count.ri?s a s  tile Zepublic o :  China, '~ugoslavin and A l ~ e r i a .  
It unc'ertook -to supply t h e  with nachinery worth !IS$ ?.Q.. mi l l ion  on c r e d i t .  
It a l s o  agreed t o  ta!.ce up 1Q per cent  of s l iwes ,  opera te  t h e  f ac to ry  r'urinp, its 
experinen?.X s t a g e  2nc1 markc:  broad t h e  it ?roc!ucecl. To-r'ate t h i s  aqreenent 
has not  bee11 carrier" out. 

45. Maurer T e x t i l e  Canpzmji9 n Sviss  f i rm, is s shzrehol?.er i n  t h e  Gezirz en" 
Mann&l T e x t i l e  Company (GW&?E::), which is 6Z.5 per  c e z t  owned by the Gcziri! and 
F.5anagi.l T e n m t s  Cooperative Corporation (G~Tcc). The mac!?.inerv o r  t h e  US$ 33 mi l l ion  
p l a n t  was bou@ f ron  Frame, Ikoll.an6. 2nd. Eel'$um, and I 'Iwrer T e x t i l e  Co., urhich held 
9.5 per cent  of shares,  a c t d  2s c o n s u l t m t s .  The : ? ~ c t o r /  opera tes  wi-t"4,5fXl 
sp ind les  and 31@ looms nni  prochces 12  mi l l ion  meters o? :??hrics. It em?lo;rc some 
'W persons, many of whom 'nave been t r a i n e d  i n  fac.t.ories o rmd.  by tth Swiss TNC i n  
Europe an2 Africe.  



46. The l a r g s s t ~ t e x t i l e  TNC t o  become involved i n  t h e  Sudanese t e x t i l e  i n d u s t ~  
is t h e  B r i t i s h  f i rm Tootal,  which r m k s  among t h e  5CW l a r g e s t  f i rms ou t s ide  t h c  USA 
and t h e t o p  23 t e x t i l e  f i m s .  Tootal made s a l e s  worth US?, 773 mil l ion ,  owned a s s e t s  
worth US$ 559 mi l l ion  an6 enployed 29 thousand persons i n  1979. It undertook t o  
oversee t h e  i n s t a l l a t i o n  or" thebi t i sh-made machinery supplied by an assoc ia te  f i rm, 
P l a t t  Sacolowel'Cr,, and t o  t r a i n  t h e  employees of tie spinning fac to ry  owned by 
Jumeira T e x t i l e  M i l l s  ( ~ u d a n ) .  Tootnl a l s o  contracted -to a c t  a s  production managers 
f o r  t+me years. The owners o-Z t h e  f a c t o r y  a r e  a wealthy family of Dubai ancl a 
Dubai-domiciled Sudanese assoc ia te ,  who have o the r '  i n t e r e s t s  i n  t h c  Arab world. 
The fac to ry ' s  39,600 sp ind les  produce 1,50C) tons  of double-combed and U s f e r t e s t e d  
yarn f o r  exporttltion. The Company employed a Swiss Tim Combaro, t o  market i ts  
products i n  5.itzerland. Combaro bas experience i n  markeiing ~ k r u v i a n  yarn i n  
Europe. 

47. A P a k i ~ t a n i ~ e x t i l e  f i rm Bibojce, is c l o s e l y  associa ted  with another Sudanese 
t e x t i l e  Company which erected t h e  Dageir factory.  The US3 38 mil l ion  fac to ry  sp ins ,  
weaves, dyes and p r i n t s  up t o  17  mi l l ion  meters of f a b r i c s .  Dibojee Se rv ices  Ltd. 
contribu-ted p a r t  of t h e  c r e d i t  of U S  23 n i l l i o n  obtained by t h e  conpany from t h e  
I n t e r n a t i o n a l  Finance Coqoiration (IFC) , t h e  Suaan Developnent Corporation (sx), 
t h e  Geman Development Canpany and two Paris-based bndcs. It a l s o  purchased sha res  
i n  t h e  t e x t i l e  f i rm and after s u p e r ~ i s i n ?  t h e  e r e c t i o z  of t h e  f ac to ry ,  is employin2 
37 Pak i s t an i s  t o  opera te  it. 



q. This sec t ion  a t t e n y t s  t o  ouant i fv  t h e  socio-economic inpact  of TNCs on t h e  
co t ton  t r d e  2nd indus~tr:; of t h e  Cues; it f i r s t  c,-.l.culntes t h e  r e t a ined  por t lon  
of . t h e  .. 'value of raw co t ton  produced f o r  exportat ion under t h e  auspices of  .a\ 
b i t i s h  TIC,  t h e  Sudan Plmta-?ions Syndicate; y w n  ?rodme5 f o r  expor ta t ion  by 
Arab T Z s ;  an2 f a b r i c s  n a n u f ~ c p m e d  by t h e  Arab TNC, t h e  Sudanese T e x t i l e  Factory, 
f o r  dones t ic  consumption. Lnter,  an attempt is made t o  compute t h e  i n t e r n a l  r a t e  
of r e t u r n  of pro jec t s  inplemerted by some ,3f these  TIiCs: 

A. E s t i m ~ t e s  of r e t a ined  value  

1. Cotton Cor export&Ion: t h e  Gezi rs  case  

49. f i t t e r t ion  f i r s t  focuses on t h e  Gezira Scheme dur ing its 25 years  of management 
by t h e  Sudm P lan ta t ions  Syndicate (.Ps) wh.ich played a. l ead ine  r o l e  i n  laimchiny: 
t h e  n i l l i w - s c r e  i r r i g a t e d  ccheie  i n  1925. SPS, ai&d by t h e  b l t i s h  Cotton Growers' 
A s s o c i + t i m ( ~ ~ ~ . )  , helped t h e  Sudm Gover,men-t t o  o M ~ . i n  t h e  p i r r a n t e e  of t \ e  & i t i s h  
Government f o r  a loan of 113 mi l l ion  user? i n  f inanc iz"  -the construcYion of a dam an? 
t h e  cana l i sa t ion  system f o r  t h e  scheme. The loan was mainly i n  t h e  form of  '5+ per  
cen t  a n d  (192.9-59). The s y A i c > t e  a l s o  provided t h e  c a p i t a l  invested i n  v i t a l  
adminis t ra t ive  a d  marketing i n s t z l l n t i o n s  and, f o r  t h i s  reason, was awarded 
con t rac t s  f o r  nznagenent o* -t!ie scheme 2nd marketin;: o? t h e  cot ton  i n  r e t r u n  f o r  
23 pe r  cent  o? t h e  n e t  proceecls of t h e  crop. The Governzent, whichbecane resbonsible 
f o r  p r o v i r l i n ~  land and i r r i , ? x t i o n  water,  received I+? per  cent.  The remaining 
43 per  cent  w a s  t h e  share  of t h e  teaant  farmers who perfomed a l l  f a v i n g  and; 
harves t ing  opera t ions  under -t'x S y d i c a t e ' s  supprvision. The n e t  revenue f i g u r e  
was obtained by deductin,? e::pemes incurred j o i n t l y  b~ t h e  t h r e e  partners:  t h e s e  
included t h e  c o s t s  of ? lou&in,~ ,  se-eds, p e s t  con t ro l ,  co t ton  picking, s t a l k  pulzing, 
ginninz, b a l i n l ~ ~  storrLie,  tr,?n.r,>ort,>tion, market&, insurxnce a d  cSenicals. Most 
of t h e  expenses included i n  t5n  J o i n t  Account a s  y e l l  a s  many of those incurred 
separa te ly  by t h e  t h r e e  qa r tne r s  a r e  n e t  by paynents t o  :Coreipp q e ~ t s ,  s o  t h a t  a 
cons iderable  pz r t  of t h s  ex7or-? va lue  of t!?e ;F?Sre re-1.9. ..in4 overseas. Outf lor~s  of 
pa-peiits c o n ~ s i s e d  t h e  bulk of h e  Syndicate's sh,are, -the c o s t s  of loan xnor t i za t ion  
and in te res - t  thereon, s h i ~ ~ i a : ,  i i~surance ,  nar!cetin:: a d p a - p e n t s  f o r  inpu t s  such a s  
pes t i c ides ,  fertilizers, 2 ~ ~ 1 ,  sackin,: an'd nac?incb:i. The conpmse-tion paid t o  t h e  
Syndica-te upon n n t i o n d i s a t i o n  i n  ly13 nus t  +Is0 be consid.ered.. Ibwever, before 
neking necessary c a l c u l ~ .  t i o n s ,  exax ina t lm i s  required of 5 . e  claim t h a t  d u r i n g , t h e  
period 197,549, Sudanese co'l.';on was so ld  t o  3 r i t a i n  n t  p r i ces  t h a t  d id  no-t r e f l e c t  
its t r u e  veluc. Any res:ilking underpriciny! must be seen a s  an o?~tf lo~.!  a f fec t ing  t5e 
re ta ined  p a r t  d t h e  f i b r e ' s  r e d  value. 

p Duricg nos t  of t h i s  p e r i o s  t h e  Syndicate consigned t h e  Gezir?. crop t o  
l v e r w o l  t h e r e  i t  was dis?osed of by -the ESA f o r  3. I. pe r  cen t  commission. From 

t h e  outbre$r 0-2 t h e  Second ifoi-ld Thr, the crop tras so ld  i ; ~  bull: t o  !3ri?ain x t  p r i c e s  
negot ia ted-  behreen t h e  S u k n  So~rernmenl- m r !  t h e  Co-?-:on Col-trol k a r d  (CCB) anrl l a t e r ,  
t h e  Ra7.n Co-tton Commission {RCC).  A s tudy of th f  t e r n s  of t h e  k lk-Sale  Agreehents 
of 194:43 ' t o  l E 7  shows that- Suiaaese povrt!w were so ld  ;..t ?rites &ich.urere conbiderably 



belox comparable Egfptian var ie- t ics '  and even belov those of i n z e r i o r  h e r i c a n  
growths. In  1938 and 1539, @gypti;?n cottoil  had an average p r i c e  of 6.5 Yence per  
pound; (d/16) Sudan cot tc : l ' s  was 6.2 d/ lb ;  t h e  Unite+ S t a t e ' s  f i b r e ' s  wzs 5.2 d/ lb.  
W1-t during t h e  period 1940-19117, 'clieir average were 15.8 d, 10.3 d 2nd 12.9 d, 
respect ive ly .  This  means -5h.3.t during t h e  war, Sudanese growths were under-priced 
by 32 per  cent  compared -to Egypt im co t tons  and by 33 per  cent  r e k t i v e  t o  American 
cotton. S ince  t h e  Gezirn c rop  fetched approximately b40 mi l l ion  dur ing t h e  period, 
t h e  underpricing must have c o s t  t h e  country roughly b20 millioi?. During t h e  years  
1946, 1949 and 1950, t h e  Gezira crop was so ld  t o  t h e  RCC a t  g r i c e s  t h a t  were 
43 per  cent  belor~those !:f comper+ble Egyp-ti= grouths. A s  s a l e s  ?.urine t h e s e  yea r s  
reached a t o t a l  of b37 millioii ,  She Sudan must h a v e l o s t  abou-t 3% mil l ion  i n  t h r e e  
pears. Assuming t h a t  Sudmese co t ton  was underpriced a t  about t h e  same r a t e  over 
t h e  c n t i r e  25 years  of SPS rr,nnsgement during which s a l e s  t o t a l l e d  h93.5 mi l l ion ,  
Sudm's l o s s e s  must have been i n  t h e  order  of b69 raillion. 

(a) SPS Share 

51. During t h e  period 19'5-50 t h e  SPS rcceived 620.4 mi l l ion  of t h e  r o s s  s a l e s  
of b93.5 mi l l ion ;  b39.9 mil l ioi l  went t o  farmers and h38.2 t o  t h e  Government. 
Of -t-b.is f i g u r e ,  SPS n e t t e d  b15 mi l l ion ,  which enabled it t o  pay dividends averaging 
around 25 per  cen-t. M0s.i of i t s  c o s t s  of b4.4 mi l l ion  were a l s o  i n  t h e  form of 
remi-ttanccs, p3ymmts t o  t:he &itis" sttaff and repayment of credi.: used t o  f inance  t h e  
cons-truction of o f f i c e s ,  5.ouses, g inner ies ,  etc .  On top  of t h e s e  r e m i t t m c e s ,  t h e  
SPS co l l ec ted  and t r ans fe r red  iil 1 s O  t h e  sur! of b4 mi l l ion  paicl t o  it i n  l i e u  
0.1 t h e  n e t  z s s e t s  t h a t  were na-tionslized upon t h e  cxpiry of i ts  ccncession. 

(b) Debt Servic ino 

52. The Government had t o  repay out  of it9 share  t h e  b13 mi l l ion  l o r n  obtained 
from t h e  B r i t i s h  stock n z r k t  ,and pnj.b21.5 i i~ i l l io i l  i n  i n t e r e s t  charges. Since 
repalynent had t o  'czl<e p lace  b e h e e n  1929 and 1959, t h e  sum due dur ing t h e  period 
1925-1950 c a d  to b9.1 mi l l ion  and 65.1 mil l ion ,  r e spec t ive ly ,  o r  b24.2 mi l l ion  i n  
t o t a l .  . 
(c)  EGA's Comnissio;, 

53. The FJXA operated as a narket ing  agen.b f o r  the ,  SPS during t h e  period 1925-1939 
f o r  a 1 per cen t  commission. Thus, t h e  Associat ion earned. abou-: b210,000 i n  r e t u r n  
f h r  i t o  services .  

(d) Imported Inputs  

54. Payments l o r  agric:l?::ral inputs  such a s  chemicals, f u e l s  and machinery 
averaged about 12  per  ceilt of gross  r e c e i p t s  during t h e  period,  o r  nround 
h l l .8  mi l l ion .  

(e) Xages of F o r e i m  Pickczx- 

55. About 2.4 per  cent  o? t h e  sha re  of a t enan t  goes t o  h i r e d p i c k i n g  labour, o r  
abou-t b9.6 mi l l ion  f o r  t h e  rrkole period. S ince  about 40 per  cei~': of t h e  p ickers  
were non-Sudanese ( ~ i g e r i z n s ,  Chadians, e tc . ) ,  r e p a t r i a t i o n s  ou '  of t h i s  sum must 
have been i n  t h e  order  of 33.2 mil l ion.  



h l c r . ?  can2cr.,~ble Egyptkn v.zrietiesl  an? eve!: below those of i d e r i o r  American 
poirtks. In 1'32 nn? 1939, Zgjrptair~ cot-ton and ail average price: of 5.5 2ence per 
pound; (d/15) Sudan c . > t l ~ i ~ ' f i  ;lac, 6.2 c?/l.h; the  iJni-?ccl 3-bates f i b rc ' c  rras 5.2 d/lb. 
Eht during the perior! 15!+3/1?4'19 t h e i r  averages arere I5.8d9 1?,3 d 2nd 12.9d9 
respectively. This me=-t ti?;-? &wi:q the r : m ,  Sudaiese g?owii-hs rrere underpr iced 
b;, 32 per cent compared t o  Ti;:,nlr?t-im cot to::^ a d  b;r 33 per cenl relzkive t o  American 
cot-toll. Since the Gezii-r: cro? fctzhed ;.ppi77xir~ate1/ h@ millioi~.  d i l ~ i r a  the  period, 
t he  underpr?.cin:: must harrc: cost  the country roughly LZO a i l l i o a .  L?cring the  years 
1 1%9 anc! l S 0 ,  tho Se5r;. crop T,I;,B solr! .to th:. RCC ~Z'C pricca '-' incl c were 
42 per cent below those of com7nrable Egrntin?. zroir-ths. As .:ales &?ring these years 
r e a c h d  a t o t a l  of L37 r.lillio??, 'cL-h,, rJuc!ar must hzve l o s t  ; b o - P  &Sib million in  three 
yesrs. Assumine tha t  3x?z:ese cotton mr, underpriced ::t abu-t ::Ye same r a t e  over 
t h e  en t i r e  2.5 years o? SPS cz:iapc!enL during which sa les  tol-dl& 356.5 million, 
Suc'.m's losses  must have ke ; l  1Ii -t'~e order o:? b69 r.~illion. 

51. During -the 2 e r i o .  1325-53 t k  SF'S received b23.k millio--. TC -t?e gross sa les  
of b 9 . 5  million; £339.3 nil7.ion ?re-;-t t o  f a n e r r .  and h3Z.2 to tke Government. 
Of .this f ippre ,  SPS ne-:-ked 31: ni l l ior , ,  whic?. er.zbl.ed it t o  p,~ dividends averaging 
around 25 per cent. i-1os.t 0: i i s  costs  of b4..4 million were :ilso i n  t he  form of 
remittances, p;yner,:s t o  >::r: 3 ~ i t i s h  s-taff a d  repa-pent of c r e c i ?  used t o  finance the 
co:?s-truction of olficeo,  ;iouoen, girineries, etc. 3n top of thosc rcnit tancss,  the  
SPS collected axl  traxSereec! i n  1950 ?he .sun of 54 a i l l i o n  paid 19 i t -  i n  l i e u  

* .  0.2 .the necasse- ts  thzk :-rere nz;tion;llized ;Inon the expiry ;-kc concession. 

52. The Goverment had t o  rcpz.:r. out of i t s  share the  L13 m i 1 l i o : i  lozi? obtained 
from the Brit ish stock mzrke: .md p-y 321.5 mill ion is in t e re s t  c:zuzes. Si;..ce 
repawent had t o  tzke place >&:reen 1573 z7d 1Ei2, the  sums duz &wing the  period 
19,?5-.?.%9 crme t o  b9.1 mill ion :.:.I? h15.1 :njllion, rezp&iveli., or b2A.Z. million i n  
tot2.l. 

5-1. The DXF. operxte2 n:, a :xd&cinL? ?.gei?.t f a r  the  SPS durinz the period 1925-1939 
for  a 1 per cen'c conmission. T k s ,  the  Associ?tion e z n e d  .:m~i-k 3?.10,%33 i n  return 
f o r  its services,  

5b. Payments for  ~ ~ i c r : I - t u r d  inptlts s ~ c h  a s  chmica ls ,  f ue l s  and xachiner? 
averaged about 12 per c e r l  of eross recciptc &ring -t.ie period, o r  around 
bl l ,  milli.on, 

(e l  '.!ages of Foreign Pickers --. . =.. 
55. Abouk 7.4 per cent of tile s Ikre  of a .tenant goes t o  h i r d  pic!cing labour, o r  
about b9.6 n i l l i o n  f o r  -the rrliole period. Since about lr3 per ccq-t or-he pickers 
siere non-Sudaes ( ~ i ~ e r i m c ,  Chcdians, e-tc.), re ; -s t r ia t ions  out o:? .this sum must 
hme been i n  the  order of L3.F million. 



The overa l l  v i c t u r e  is presented i i n  t h e  fol lowing -t?.ilz 

Table 1 

Rezl value  

Losses through u n d e r p r i c i l ~  
Actual Receipts  
GUtflo,.s : 

SPS: 
Share  
Compensation 
Debt Servicing: 
Loan 
I n t e r e s t  
Inputs  
ECGA Cmmission 
Foreign Pickers  
To ta l  
Retained value  

c L . The above t z b l e  s:?ors t:- '-p-tthe Sudm r.ctuall7 retainer! -.o nore  than 
21 per  c e r t  o r  roughly, c ;iFt!? of t h e  recl val-ue of it c o t t o c  cro?, an?. 35 per  cent  
o r  about a t h i r d  of i!:-.& ii a c t u a l l y  r e c e i v d  Tor tile :Fibre. 

57- Hat ional isa t ion  0:: t h e  Gezire Schexs payee t h e  wzy ?or 2 d r a s t i c  a l b e i t  
e ; rdua l  r e d i s t r i b u t i o n  o:? gnim.  Sudanisa-tioil of ti's: s t a f f ,  ?;lor-tisation of t h e  
b13 z i l l i o n  loan a d  tenninzt ion  of t h e  B l l k G d e  irere :?.ot completed u n t i l  
Is'ie i n  t h e  1550's. A? t!~e end, the  rcna i r ing   outflow^ were p i - im.~ i ly  payments 
f o r  agr icul turz l .  in?uts  n d  reclittzacec 'a;/ fore ign cot ton  pickers.  

2.. Yarn f o r  e x p o r t c ' i i o ~  T i e  J~umeirc cesc  - 
53. Jumeira T e x t i l e s  r~i1 i . s  i c  n Dubni-om& firin r,rhii:h hzo o ~ l l y  r ecen t ly  completed 
const ruct ion  o.f s s p i n i ~ i n ~ ~  f a c t o r y  vi-th 39,'m s2inSles.  The :Cat-tor] produces yarn f o r  
exportat ion.  I t  uses 9,0% Ss les  0.1 cot ton  m n u a l l y  s o  zc t o  produce 1,5W tons  of 
double-combed m d  TJste7--&c-ked yern (,-,verage c m i -  number 43). Tcr-i-a1 p ro jec t  c o s t s  
reached US 12.8 mi l l ion  c o n p t z i n c  LS 2.5 mil l ion  f o r  n a c h i i ~ e r f ,  bS 3.2 mil l ion  f o r  
bui ld ing 2nd s t r u c t u r e s ,  p l c s  bS 1.1 mi l l ion  c o m t r u c t i o n ,  mssi?pment, t r a i n i n g  aqd 
markefing se rv ices  provide2 by c 3 r i t i s b  Firm (Tootal) and a Srriss compnay ( ~ o m h r o ) .  
The machinery was supplie6, on c r e d i t  b;: P l c t t  Sc!:olor.rel o:? iX;, repa;nnent being spread 
over seven years  a f t e r  2 2 :rczr grzce period. The i n t e r e s t  charged was f ixed  a t  
8 per  cen-t. The f i r n  en$o-/s 1~03 o?erctors.  I: imported v e 3 c l e s  s o  a s  t o  t r anspor t  
ill1 its inpu-tr and pr&!i.ctc. 



5 9. The fac tory  uses medim s t a p l e  co t ton?  a h i e  of whict c o s t s  (FOB Por t  ~ u d a n )  
E l 4 3  a t  1m prices.  I :  t u r n s  9,WO bales  valued a t  bS1,237,OOC i?i-o 1,500 tons '  of 
yarn fe tching,  2t  &5,00r3 per  ton ,  bS7.5 i : ? i l l i ~ n .  The d i s t r i h - : i o n  of t h e  va lue  
added of about b6.2 n i l l i o i l  ?-?:>ears t o  be skeq~ed i n  favour of t h e  THC tha-L- owns tl.e 
fac to ry ,  indica ted  i n  t k e  :?.b?.e below. 

61. The port ion of value: added remit ted  zbroad is  considerable. There is first. 
t h e  sum paid annually t o  t h e  s c p p l i e r s  of machinery and p re - fab~ ica ted  s t r u c t u r e s ,  
which, together  with interes'c charges, m o u t  t o  a b u t  bS 1,655 thousand. A t  
10 per  cent  annual deprecia t ion  of machinery comes t o  bS 45,000 a 7 e z .  The r e s t  
r e p r e s e i t s  commissions ;.nil f e e s  pa id  t o  Tootel  and Combs-e a s  u e l l  as d i v i d e n d s i s s u e d  
t o  shareholders. No f i , y r e s  heve been given Zor p a ~ p e n t s  made -to t h e  two TNCs, but 
informed sources say  t k z t  t h e i -  aggregate commissions represen-t abou-t 1 2  per  ceqt  of 
yern s a l e s  of bS 900,000. 

62. It is s i g n i f i c m t  tha-t t h e  Junei rc  T e x t i l e  b I i l 1  pays no - t z e s  and is s e l f -  
s u f f i c i e n t  i n  t r anspor tz t io :~ .  These f a c t s  help t o  reduce subst,ul-tirlly t h e  country 's  
share  of t h e  t o t a l  value eddec'i. The t a b l e  helorr i n d i c a t e s  hoW t k i s  sum is shared 
between t h e  TNC m.d its e&soci.ate coopmies  on t h e  one hand, z.nd t!ze host  country 
on t h e  other.  

h r  Cotton 
?!ages 
E l e c t r i c i t y  

Tota l  

$ of Yarn Value 

Debt S c r r i c i n g  
S2are P a r t s  zz~d 

r,- ~ a ~ n t e c a n c e  : - 
Conmission & Fees 
Fro-l i ts  

% of Yarn Value 
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63. T5c S u h n  T e x t i l e  1~cluctx-y Comnm;. (SIC) vas  bought inlg'ik from i t s  
hericm-Greek o m e r  by t b e  Kuweiti TNC Gulf k t e r n a t i o n a l  f o r  R S  1 0  n i l l i o n .  
A t  t!?e time, t h e  f~.cL-nl-;( :.-XI !35,%Yk+nclles zzr!  1,.TnCI looms c,qxahle 0:: convwt ing  
50,330 b d e s  of low ,p&e E-? an' Pis co t ton  i n t o  4.5 l i l l i o n  -:-.rrT.r s: :;1-c7 -:d 
bleac3ed fabr i c s .  The Kuurmiti -"in1 s:,ci:* some F; 2 7.5 mil l ion  betlrecn 1p1 an3 1m 
t o  add 22,330 spindles  =d ;?I6 looxs t o  %k facto-y's capacitv,  which r o s e  t o  a h u - t  
E,TY33 bnles. A new s?inninc an6 weaving fzc to ry  ::as isdded t o  t h e  exist in,?  one 
a t  2 cosS of AS 45 n i l l i o n .  Th i s  new f a c t o r 1  5?.s 3f?,OCX) sp ind les  a113 1,193 loans. 
It starter: production i n  197% 

64. I n  s p i t e  of continuous expansion i n  t h e  f i r x l s  productive capaci 'q, its 
output  has been shrinking. It- f e l l  frm n pe?k oZ c8.g mil l ion  y2mds of f in i shed  
f a b r i c s  i n  1 9 3  t o  30.1 n i l l i o n  yar's i n  190. Consenuently, t h e  TEIC t h z t o w n s  
.the m i l l s  began i n  1m t o  experience heap{ losses ,  zs it had done before lvl. 
Liwidi'cy nroblemr, p r r e r  c u t s ,  h?xd currency shortages and hi211 r a t e s  of 1aSour 
turnover n n d  absenteeism, wi.th s p u r t s  o f  t r a d e  l i b e r d i s a t i o n  wb.ich l e f t  t h e  
f i m ' s  products e q o s e d  t o  s t i f f  foreitgn corn>e.::i-?ion, made t h e  1:u~rciti conpawr 
l o s e  &S 27 n i l l i o n  during the secor~d half of t h z  199s. Pro tec t ion  age ins t  competing 
imports of cottoil  f a b r i c s  becme p n r t i c u l a r l y  ifi~port,?+rt a f t e r  p r o t e s t s  h7 f a r x e r s  bzd 
forced t h e  Governre& t o  d j u s t  upanrds t h e  p r i c e s  of t h e  rarr co t ton  sold  .to t h e  
l o c a l  mills a t  a b ig  discount.  

65. The pos i t ion  of t h i s  firm is examined helori n-t .two d i f f e r e n t  poi.ts i n  time, 197 
andlm t-o depic t  con'cms-tiny! s i h m t i o n s .  Thc g o r k i o x  of income from s a l e s  of  
yarn re t e ined  i n  t h e  Su&.n xc! t r m s f e r r e d  nhrox! a r e  <given a s  an ind ica t ion  3f t h e  
d i s t r i b u t i o n  oS gains be tmen  t h e  TNC m d  t h e  host  countt-J. C 0  ~ - T F S O ; ~ S  m c  ,-.lso 
made be-kieen t h e  m~our?ts 05 forei,qn exchange s m e d  by s u b t i t u t i n g  lot,-.l.l./ 2roduced 
f a b r i c s  ?or  imported on= 2nd l e v e l s  spent  i n  -t!!e process of ndcing t h e  former. 

nap? co t ton  
VIzges 
Fo~rer  
I n t e r e s t  on !!orking Cnpi-tel 
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Table 3 (Qqt'.') 

Remitted. vzlue: 

Capi-tal 3eprecia t i7n  
Spcre p a r t s  
Rcw llateria1.s 

Tot21 

G r a d  Total  

ProfF-t (& : o r  l o s s  (-) 

CIF Value of Icl,mrted S u ' x t i t u t e s  
Remitted P a r t  of Value 

~ a v i n ~ ;  i n  Foreign B:chm,ge 

66. T!le t x 5 l e  shows t h ~ . t  while production c o s t s  soard by 22 per  cen t  r e c e i p t s  
from s o l d  f a b r i c s  rose  by on17 ' per cen t  Sehrecn 1971 2nd 190, causing t h e '  
Kuwaiti ?ira t o  l o s e  heavily i n  190  a f t e r  n a k i n ~  n fair p r o f i t  i n  1971. Fortunately,  
t h e  g r e a t e s t  inc rease  i n  c o a t s  af fec ted  i tems procure? l o c a l l y ,  ind ica t ing  a marked 
r i s e  i n  t h e  p a r t  of t o t . 1  v d u e  retainer:. i n  t h e  couzl-l-r-/ ,and an i n c r e m c  i n  fore ign 
exehanze smin,os d e s p i k  e ahar? :?ail i n  production. 

67. Thc ' ~ e e t e s t  i n c r e n e  concernorl p r i c c s  of co'ito.1, r~iiich more than t r e b l e d  
i n  s p i t e  o" an ~1nos . t  51 "27 cei:C reduction i n  volmc.  Not o:~:.,; die! t h e  FOD 
p r i c e  of t h e  a-rerage bc le  r i s e  5ron G.59 t o  I-S 121, b~tL- tLhe discount  given t o  
STIC was a l s o  <.iccoctinuc:-1. There ve rc  2 l so  s u b s t c i a l ,  i nc rease  i n  both t h e  number .. 
of e q l o y c c s  ( ~ r o m  4,339 60 ..,,5r)) m Z  nveragc rra,yes (?roc! bS 349 t o  bj  590 per  
snnm).  E l e c t r i c i t y  n . f i l izc- t ia?  r o s e  due t o  expmrJcd proc'!uctive cawci ty  f r o n  
5,168 t o  6,35C ICFl, an$ i . t s  r a t e s  increcsec! from l?/im ( n i l l i n e s )  t o  4 m / m  per  WE, 
although workin:: dcys dropped from 3W to 13. Them TI,-s a l s o  an inc rease  i n  
i n t e r e s t  on i r o r k i n  c;.?i~?al f r o n  7 t o  li: Fcr cent.  17 1971 workin,? c a p i t a l  stood 
a t b s  3 mi l l ion ;  i n  13% STIC hc?d t o  pay i n t e r e a t o n  ' ?4.' n i l l i o n  which included 
vas t  e r r e a r z  Ero~:l previous sezc.or,a. 

&?. Capi ta l  deprecia t ion  is  c,-.lculdec! xt 10 Ter cent  of book value. In 1971 
t h e  origin21 aun nf b S  G.17 r?ill.ion s?ent cm fixer1 aase tn  alone was being consumed; but  i n  ' 
1930 t ~ h i l c  those  ar;sets liere sti1.l being wr i t t en  o E ,  n f u r t h e r  sur. o f & &  753 mil l ion ,  
invested between 1971 cn6 lS73 i n  expma.iny! capacity,  was a l s o  being used up a t  t h e  
r a t e  of 10 pcr  cent  pe r  m u a  thun t ! ~  d e p r e c i a i o n  n l lomnce  nmcly ,  doubled 
Spare p , l r r ,  were ca lcula ted  2'c 3 pcr cent  of c;.pital cos-ts,  but an allowance !;:;-. 
t o  be nade f o r  t h e  recent  25 pcr cent  devalu2tion o:? 'iho Sur'.anese curremy. Th i s  
f a c t o r  a l s o  helped t o  i n f 1 2 t e  t h e  c o s t s  of chei? icds  mr' okher imported mater ia ls ,  
whose CIP p r i c c s  had r i s e n  anyir.:y duriny! t h e  1970s. 
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69. .TIC's 1@0 l o s s  of z o r c  than b6 9 ~ i l ~ l i o n  r a y  he seen a s  a s u b s i t 7  ??id 
by t h e  Kuwaiti TNC gulf Internationis1 t o  t'ze Suda!l. 1~:Ckr a l l *  She Governncnt paid 
STIC &,S 1 mil l ion  i n  1971 i n  t h e  f o m  of 2 discoimt on cotton,  which embled t h e  
fill;: t o  make 2. p r o f i t  of b 759,933. Aoirever, it nust  d s o  be mentioned t5.at i n  19% 
t h e  Sudanese consumer was >~:,ine 229 n/n per  STIC yard in - t ezd  of 1% m/m f o r  an 
irnpasted ycrd of comparable cpe l i ty .  &sir'_es, with .~uc'.. . of t h e  b24.C mil l ion  owed 
by STIC t o  t h e  s t a t eowned  hanks being viewed ns bad debts ,  t h e  Sudan may well he 
still subs id i s in2  Gulf International ins tezd  of rece iv ing subs id ies  from it. 

B. I n t e r n a l  r a t e  of r e t u r n  (RR) es t imates  

70. The i n t e r n a l  r a t e  of re-turn (1x8) is an impor-tv-t d b e i t  i l l u s i v e  concept. 
Data def ic iency renders its conput?tion almost iaposs iSle .  Dut i t  is s i p i f i c a n t  
a s  an i n d i c a t r o r  of t h e  r e t u r n  on d i r e c t  and in f i i r ec t  i n v s t m e n t s  mxie by t h e  hos t  
g o v e d e i i t  i n  support of p r o j e c t s  undertaken ?v TNCs; e s  such it is n. useful  jiui.de. 
t o  g w e r m e n t  ~ l a n n e r s  i n  t h e i r  nceo t i a t ions  with tile TI&. For t h i s  renson an 
a t temtp is made here t o  c a l c u l a t e  t h e  TRR f o r  govel'me~;: investncn-ts i n  h m  t e x t i l e  
p l a n t s  s e t  up by two different TPCs, STIC and t h e  h e i r 3  T e x t i l e  Mil le t  Since both 
m i l l s  a r e  e x t i r e l y  f o r e i p - o m ~ e d ,  government invesk:1c~ts  connected with them a r e  
i n d i r e c t :  .they a r e  e s s e n t i c l l y  i n f r c s t r u c t u r n l  i n  ncture,  inclurlin,q expenditures 
f o r  co t ton  c u l t i v a t i o n ,  power zenerzt ion,  t r anspor t s t ion ,  land a l loca t ion ,  c r e d i t  
extension and t r c in ing .  Likewise, s t n t c  revenue :?rm i - t s  inveotnents  in  t b w e  f i e l d s  
do not  i n c l x k  'my fgrn of dividend, s i n c e  t h e  govermcnt holds no shares  i n  t h e .  
companies which own t h e  turo iiills. Its revenue comes i n  t h e  f o m  of f ees ,  r a t e s ,  
t a x e s  an?. i n t e r e s t .  

71. 
, . '  

The two fac tor icr ;  are 3rrt of s. t e x t i l e  inc1uskr:r consistin,? WE twmty-two 
m i l l s ,  t e n  of r~h ich  a r e  s t n t c o m e d .  h e  of ?hail, S I C ,  is t h e  l a r g e s t  sp inning am? 
weavine m i l l  i n  t h e  country. S m e i r n  i s  a medium s i z e  :Tim engaged i n  y,?m production 
f o r  exportat ion.  Table 4 shows t h e  r e l a t i v e  inpor-t-ance o:? t h e s e  two f i n s  i n  the. 
Sudanese t e x t i l e  i n d u s t q .  &orrledge of t h e i r  .shnre cr" c t a t e  s e r v i c e s  t o  t h e  inaus t ry  
is n.r?esr,zry t o  determinz the level of !~oost country i2vestmen';s ir support of t h e  
a c t i v i t i e s  of t h e  two TNCs. >!hile t h i s  can. bc c-.lculc'ied with some accurmy f o r  
such mat-ters a s c o t t o n  znd enerry consm~p'iion, i - k  is vet--/ r i i f l i c u l t  t o  compute t h e  
f i rms1 use  of se rv ices  l i k s  ro& t r m s p o r t ~ t i o n .  Tl:e commodities they move:and t rucks  
they use c m  3e determined, hut not t h e  port ion o:? c?..?itd invested i n  roads which 
they u t i l i r e  i n  t h e  process. 1, r e l a t e d  problem, is d .c teminat ion  0-she l e v e l  of  
s t a t e  investment t o  cres.te n bankin: system capable o:? cn-tering exclusively f o r  t h e  
industry.  O k i o u s l y ,  u t i l i sc 'c ion  by t h e  f i r u s  of s t a t e  inmstment  i n  such f i e l d s  
can only he  crudely estimated. 
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74. S i e c t r i c i t y  i s  t h e  mzin source n?  cner-q f o r  t'o.2 t e x t i l e  industry.  Udor tuna te ly ,  
its supply is very inadequzk  ix t h e  %u,ad-.n, and ?or.rci--c.~2-s a r e  frequent .  In  o rde r  
t o  c a t e r  f o r  t h e  inrjus-try's groirinz needs, Phase III 0:" "'-7 I i r e r ~ ~ ~  Plan is  beinp 
implement&, -t n c o s t  LS 25q mil l ion  t o  inc rease  sq3?1;r b7 ln?  IFJ, The t e x f i l e  
indus t ry  consunes 52,84.4 WE!, -:he sha-es  o: STIC ?x,' Jlm?ei~n being 11,996 IF?! and 
3,166 ICVk3, i-espectively. 

75. Investment i n  Sudm h i l v ~ ; . s  ( ~ 3 )  i n  m i d  i-o 32 ,?round&S 150 mi l l io!~ .  I n  
19% SR moved 2,064,870 tons  o:? merchandise; t h i s  i n c h d e d  l6,;?22 tons  of rm cot ton  
and 1 5 , m  tons  0:: STIC clo-t i .  T!?is meant t h z t  STIC u t i l i a e d  1.5 9 e r  cen': of t h e  sums 
inves ted  i n  t!lis service.  I:?ozing t k s e  ~ ; . n t i - t i - e s  m t a i l e d  t h e  use of 35 railway 
wagons w i t h  XI average n e t  locd of 20 tons  an< tur,roilnri r z t e  of  2.1 days. A s  f o r  JT14, 
it r e l i e s  on i - t s  own t rucks  t o  move i ts  inputs  mcl :x-oduc-ts. I f s  u t i l i s n t i o n  of  
t h e  country 's  newly c o n s t r u c t d  hi,qhways of 1,411 ':iLmeSers c o s t i n g  L S  155 
mi l l ion  is -too small t o  be recor2ed. . 



76. The s t a t e  s l l o c n t e s  lnsr l  t o  factorie:;  z ~ d  i n c u x  considerable expenses i n  
surveying, 1 e v e l l i . n ~  a l lo t - t ing  p l o t s  m d  i n  supplying thcn with road and scwane 
s y s t m s  a s  well  a s  water n:;d e1ectric"ciy. The minimuz cos-ts  of these  se rv ices  a r e  
estimated t o  nverage n-t  L-S 3.13 per  s rua re  meter. 

77- St:tcownd bailks ?:-orrick nlr!~ost a11 f i r n s  i n  - 2 % ~  indus t ry  wit? short-term 
finaxce. The c e r t r a l  lxul!~;, 31;-!-. of S u d a ~ ~ ,  approves t h e  c e i l i n g s  set f o r  l a r g e  f i rms 
such ~LS STIC, trhose naxir:ya~ horroi?ing ms s c t  i n  lqn; 2.t K 15 mil l ion.  JTM is more 
se l f - su f f i c i en t  23d its bcw-o~.rin;: i s  ?.bout F.2 4'50,0r)0. 20th f i rms pay an in te res - t  
r a t e  of 12  2er cent  p6:- 22i1m or. t h e i r  1onn.s. 

7G. T!?ere a r c  no doubt o the r  i.nfrastructura.1 se rv ices  provided by t h e  s t a t e  t h a t  
do not  appear i n  t h e  % A l e s  above. For ins tance ,  -there i s  -kl-e t r a i n i n g  se rv ice  
provided by t h e  Khartoiln T e x t i l e  I n s t i t u t e ,  which c o s t  L$?. mil l ion  t o  e s t ab l i sh .  
l'4any of t h e  graduates of t h i s  I x t i t u t e  as isel l  a s  employees t r a i n e d  hy state-omed 
t e x t i l e  m i l l s  f ind work i n  p r i z ~ a t e  r : i l l s  more s t i m u l ~ t i n ~  a ~ d  remunerative. IIowyrer, 
t h e  suns i m e s t e d  is 'chis and o-:her se rv ices  a r e  t o o  sxnl' s i p i f i c m t l y  t o  change 
t h e  overa l l  I R R  e s t ims te  -a& ahove. . . .  .. . 

79.' The IR3 , i f  7.55 per  cent  r e a l i s d l  on eovermma-t i n v e s t n m t  i n  ,in&,astructural 
se rv ices  u t i l i s e d  by t t ,e  two TWs is no t  hi$?, p a r t i c u l a r l y  s i n c e  t h e  r e t u r n s  
received by t h e  Government me r e l n t e d  t o  c , > ~ i t a l  no.: opera t ional  expenditures on 
s a i d  services .  One i r ~ p o r t ~ x t  - S x t o r  w i l l  i n  t h e  fur>u;-e r a i s e  t h e  IRR: This  is 
termination o-"the 5 t o  10  year  tax c q u p t i o n s  cu r rc rk l7  enjoy&. by t h e  t'ro TNCs, 
p a r t i c u l m l y  JW, 

83. Re-turns nccruine t o  f h c  Govermeat ccm be rssessed more accura te ly  by 
fntroducing t h e  concept of o?$>ortunity c o s t  i n  t h e  m n l y s i s .  Obviously, t h i s  adds t o  
t h e  complexity of t h e  trentmen: and nay prove t o  he of 1f:nited usefulness  i n  view 
of d a t a  deficiencies.  To clc~~olzc-trcte h o .  t h e  ni1d7sis  i.o n06i2ied by in t roduct ion  
of opportufiity c o s t s ,  .the Coollo-ring consi&rs only trro of t h e  i n ~ u t s  provided by 
t h e  s ts - te ,  cot-kon m t :  l a d .  

81. The s t z t e  has undert,=liea t.~, exp;lr.c! -??e producf:ion of  Acala cotton f o r  m i l l  
consumption 2: t h e  eqen . sc  o:- ::he move renuners t ive  ?EL; y t r i e t i ? s .  Thus, t h e  v d u e  
of t h e  !?LC s x r i f i c e d  consti-tutes t h e  opportunity c o s t  t h - k  o u ~ h t  t o  be included i n  
m y  proper cost in^ of co t ton  ?mcessFnp; i n .  t!xe counkqr. T h  l a r g e r  y ie lds  of  ELS 
cot tons  2 . s  Ic/f vs. 2.55 k/"or k c a h )  and hi,$?er p-ices (LS 219.6 per  ba le  vs. 
b 181 f o r  r i  ? d . c  of ~ c a l . 2 )  n e x t  s a c r i f i c i n g  261,390 b d e s  of  TSLS c o e o n  i n  order  t o  
su2ply t h e  aillr, wi-th an e r ~ n l  mount  ~f Amla,  This  i n  c f r e c t  awarcled t h e  m i 1 l . s  
277 thousmd b a l m  of :!cdtl :For +he p r i c e  o? 261. t:?ousaa?. !,ales. &sides, '..ad t h e  
m i l l s  be= cl.esiLped t o  consume ELS v a r i e t i e s ,  t h e  a r e r  needed t o  ?reduce t h e  
261,KX3 bales  they consume ;rculd have T'allcn from 430,093 ::erldnns, which c o s t  &S 234. 
mil l ion  t o  develo?, t o  only36?,'330 i e d d n v k  c o s t  tS 3-74 n i l l i o n .  

;"2. C3zrgin:: t ' le T K o  -f. S 1.32 per srruare meter f o r  n ikes  may brin?: t h e  s ta te  enor~qh 
revenue t o  cover c?cvelo?neni coo'cs, b u t t h e  same land is known t o  s d l  i n  th.: open 
mnrkct f o r 4  S 19 p r  square il~i-el-. Thur,, t h e  two m i l 1 . s  ;>aid only -L S 3 5  thousand 
f o r  s e r v i c s s  wart? k 5  '?.3 i::.11ior, a t  o:>en market prices.  
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04. The previous sec t ion  o:T Chis sturly has shnm :!.at t h e  r e t a ined  nor t ion  
of t h e  vz lue  of p r o g m h  made-Zrom its raw cot ton  grew a s  t1heSudi.n propesscc!  
from mere. production of raw cot&on t o  i ts  export 2nd process i r  q i n t o  :mrn and 
fabr i c s .  The i n t e r n a l  r a t e  o? r e t u r n  on Tavernment i aven t ren t  i n  i n f r a s t r u c t u r a l  
se rv ices  t o  t h e  t e x t i l e  TNCs iz n o t  high.. The six+-: no:. examines t h c  f a c t o r s  a f f e c t i n n  
t h e  b a r p i n i n 2  pos i t ions  o:? t h e  Government on t h e  one hmd and t h e  TNCs on t h e  o the r ,  , 
which inf luence  t h e  d i s t r ikwt ion  oC zains  hetween -the t--9. 

' 85. F i r s t  Lhe s i t u a t i o n  i n  t h e  world cot ton  indus t ry  is uniquely favourahlc t o  
t h e  host  developin,? coun t r im.  Com~ared wi t5  most i ~ d u s t r i e s  t h a t  process Africnn 
primmy pro+.ucts, t);q cot-ton i .er.t i l5 indust ry  r e w i r e s  l i t . t l e  c a p i t a l  and simple 
t c c h m k o ~ ; ~ ,  hence t h e  mw:: id  i i iportance of labour mc'. r cu  mater ia l  i n  its c o s t  
structure.,  The. s t r o n ~  in5lucnce exerted b;r t h e s e  tuo  e lenents  expla ins  t h e  r o w i n g  
tendency Tor t h e  world t e x t i l e  i ' n h s t r y  t o  move t o  t h e  Third Vlorld where labour  
is cheap and t h e  rm mate r i a l  dmndant. The f a c t s  t h a t  developin:" coun t r i e s  a r e  
themselves s i z e a b l e  consunerr; o_C t e x t i l e s  an$ 0.F-qe- t!lc ? a s t e s t  , ~ o ? i n p :  markets 
a r e  added advantages. The i n c l i n a t i o n  of mn; p-oiiinent TNCs t o  :1.17 t!laloelvcs ui-th 
t h e  developing nat ions  s o  a s  t o  benef i t  from t h e s e  comp.mtive advantages is a l s o  
~ t r m ~ t l ~ ~ l i ; ~ ~  t!?e !mrgaiiliny: por,it ion o? these coun-tries. TWs a l l i a n c e ,  howeyrer, does r 
not  yemove t h c  bas ic  c o n f l i c t  of i n t r r e s t  5etween T?ICs ?.x! host  developing coun t r i e s  
over t h e  d i s t r i b u t i o n  of ga ins  from t h e  i n d u s t r i e s  e s t a5 l i rhed  within these  countr ies ,  
nor does i - t  reduce t h e  importance of t h e i r  r e l a t i v e  'sar@nin,< pos i t ions  i n  
determining how these p i n s  c r e  d i s t r ibu ted .  

85. It i n  unfortunate Phzk o thc r  world develop~nents h v e  nenzted m z y  of -the 
edvmtrges  t h a t  accrucc! t o  t h e  dcve1opin.q countr ico  a s  a r e s u l t  of t!~e s h i f t  of  t h e  
world t e x - t i l e  indust ry  from acwmced t o  develop in^ r q i o n s .  One example is t h e  
reversi l l ,  d u r i n ~  the1970s, o:? -the s t r o n z  ant ipa thy demoxstrated by many of  t h e  newly 
independc-t coun t r i c s  t~ i i ; l - r '~  : ? o F c < ~ ~  investr,lenf 4u~ in :  t!:e igfjr)s, and of t h e  
extensi.ve nation;llisati ,on irhic!? t h i n  l - r t t c r  decade vi tnessed.  ??win?; t h e  1973s more 
and more rievelopinz coun-tr ies  i ~ c l u d i n  t h e  Sudan abopeed o2en-door po l i c i e s ,  
l i b e r z l i s e d  t h e i r  economics c!enationalised many key s e c t o r s  of t h e i r  e c o n m i e s m d  
insti-l-utec'. mezsures intended t o  a t t r r c t  f o r e i p  ines%mei:-t. 

87. >.Ic?iy developing countr lz?  h?.ve%een forced t o  adopt an .:.:.>;-i~leilt z t t i - tude  
towards p r i v x t e  f o r e i p  c -p i t a l  l ~ c ? u s e  of a dec l ine  i n  o f f i c i c l  a i d  i n  r e a l  t e r n s  
from t h e  r i c k  countr ies .  In arlcFtion, many pogr coun t r i e s  which incurred heavy 
f o r e i , ~  deb t s  f i n d  themselves forced t o  adopt very l i b e r a l  ~ o l i c i e s  i n  order  t o  ge t  
t h e  suppor t ,  of such bodies a s  t h e  In'cernation~.l E4onetar;r ?und and t h e  w r l d  S ~ l k i n , g  
system. Coun-tries t h a t  vclue i i n ~ o r t e d  t echno lo ,g  a r e  Corced t o  seek it from t h e  
worldTNCs :.?hioh ho ld  t 'le .mot b ~ l k  of pa tents  f o r  nerrl:i developed products and 
t e c h i q u e s .  The r i c h  c o . x t r < e s  have pressed f o r  ; iadobtz ined ra t i f i ca - t ion  by t?e poor 
coun t r i e s  o? agreements con?,?iaine parmtees and ;rssurances f o r  fore ign investments by 
t h e ' f o r n e r  i n  t h e  l z t t e r .  O;? t h e  o the r  hanl,  t ho  r i c h  coun t r i e s  &icF secured t h e s e  
b e n e f i t s  f o r  t h e i r  TNCs have stron:$y r e s i s t e d  &?osil-ioi of any regu la t ions  on TNC 
a c t i v i t i e s  mlc! hhve only coxen-ter! t o  a moral1:r-bicdii?:: 'code of conduct'. 
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8% The international b ~ i n e s s  climate is par t ic .~l ,wly unfavourable t o  the 
t e x t i l e  nmufacturing countries of the Third I~Jorld, which use the i r  own cotton f o r  
processinz. None of them zre  dominant prrorlkers of tbe fiT:re, nor ?.re there  any 
special qz21ities i n  the i r  cotton t o  a t t r a c t  f o r e i < g  investors. In fac t ,  cotton 
producing,.cou&tries usually compzte stronbly against ezch other. The only body tha t  
brines then toeether is the International Cotton Adviwry Committee (ICIC), which 
includes both consmine and producing countries. T!le Camnittee is purely consultative 
i n  nature, i ts  ef for t  t o  promote the consumption of cotton a t  the expense of 
other f ib re s  is perhaps the  strongest joint  influence i t  is wil l in2 t o  exert on 
the market. UNCTAD is including cotton among the products l i n t ed  i n  its International 
Camnodity Agreenents, but so  Ear, l i t t l e  hcs been done t o  get these npeenents 
approvd. %sides, a l l  the  ICAs proposed by UNCTN) comibed b&h producers and 
consumers, and the one governing cotton is no exception. Thus, cotton producers 
do not have at the  mment m y  :om of association t o  protect t h e i r  i n t e re s t s  against 
buyers and processors of t h e i r  product. 

89. Exporters of t e x t i l e s  from the Third Tforld zre  i n  no be t te r  position than 
the  cotton exporters. Most a re  par t ic ipants  i n  the  Multi-Fibre Arrnp;ement, which 
has many developed countries a s  s i , pa to r i e s .  The l a t e r  includc both exportinr and 
importing countries which generally show greater solideri-ty amongst themselves, 
t h m  with Third World. countries. Closzr co-operation :inon2 the i r  t e x t i l e  TNCs 
has no douM strengthened t h e i r  Sargaining position vis-a-vis thc'r  Th,irc',. h r l d  rivals.  
They  GO exploi-t the  r i zh t  Yo ,conclude b i la te ra l .  agreements (given by the  'reasonable 
dep,mturesl rraiver) so as  t o  discriminate not 01117 aipins-t the  developinc cou->.tries, 
but a l so  them.. This has n&turrllp undermined eZforts b.~ the  l r t t e r  t o  close 
the i r  ra lks  i n  opposition t o  the former. Most adverse1:r affected by t h i s  arrangement 
a re  countries w i t h  nevi t e x t i l e  industr ies  l i k e  t h e  Suclai?. 

B. The Sudan 

9. In c'ealing w i t h  the  t e x t i l e  TNCs, the  Sudm su:Xers from most of these 
handicaps as  rrell a s  othcrs o_P its o m  making. For instance, the advmtazes of 
cheap labour and a protected t e x t i l e  market which a t t r a c t  TNCs t o  t h e  country are. 
eroded 5y uncheckel labour n i l i t a w y  and unwarrailter! suspensions of protect ionis t  
measures. . Tit:?ouf these two advantages, the  brrgaining position of t h e  countt7 i s  
qui te  weak, 2.s there  is l i t t l e  e l se  t o  draw TW investments i n  the country. 

91 The Sudan has yet t o  develop a system f o r  negotin-tine with TNCs i n  F vanner 
tha t  b r i n , ? ~  maximum benefits  t o  the country. There is no central  body responsible 
f o r  dealing with TNCs, a316 nos-t of the  negotiating ?hat takes place is between t h e  
TNC and some associate Sudmese f i r m .  The a,greement reached between these &o p l r t i e s  
is then s u h i t t e d  f o r  approv-l by the r e l evmt  s t a t e  organ, the Re:$strer of Compvlies 
and Dusiness Nanes or the Miris t rp  of 1ndustr:r. These bdies apply lows tha t  impose 
very J ipi ted obligations on T??Cs regarding t ransfer  of technology, t ra in ing  of Sudanese 
s t a f f ,  Sudanisation schanes, local  rnr t ic ipat ion i n  e q i t ? r ,  protec-tion o:F environment, 
etc. This is par t icular ly  r u e  of the  Investment Act o? 19?!O0, rrhich does not evcn 
contain the requiremar's tka-t t h e  TNC should seek t o  t r a i n  Sud.mese s t a f f  'rrithin 
reasonable time' fo r  hol;ling senior posts- a sa3.ien-t feature  of the 1955 Act. 

92- In 1979, the  Gwernn~.?t  s e t  up :, special  X r e m  f o r  E o r e i p  Investmelt, 
intmded t o  f a c i l i t a t e  t se  work of TWs, not supervise OF control. .their ac t iv i t ies .  
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Such x b6.p is very much needed i n  view OF t h e  v a s t  growth of f o r e i p  business i n  
t h e  country i n  recen-t years. There is  a l s o  a= obvious need f o r  formel t r a i n i n g  
persons i n  how t o  dea l  with TIICs, y e t  l i t t l e  is being 6one i n  this area. 
The s o l e  e.?fort made i n  t h i s  respect  vas  in in ted  by t h e  United Nations Centre for 
Trans-Mztional~ Cor?orations, vhich o r r ~ a ~ i s e d  a few t m i n i n g  tror!iohops f o r  o f f i c i a l s  
who dea l  wit!> t hese  f i r m s .  Furt!-crmore, constznt  mni,gr-tion of t o p  Caverrment 
o f f i c i n l s  t o  -the r i c h  o i l  c.t?,teo is de2 le t ing  h e  S u ~ ~ c s . ' s  m a l l  r e se rv io r  of 
experienced nezot ia tors .  

93. For t h e i r  pa r t ,  TilCs have ~ r ~ g a n i s n t i o n s  which ope&. f o r  then and seek -to 
promote t h e i r  i : ~ t e r e s t s .  T i ~ q  often team up uiith l o c d  a s s o c i a t e s  i n  present ing  
t h e i r  case  t o  t h e  Goverment. T?.?e Sudan-US k s i n e s s  Council is a good example. 
The h e r i c s n  s i d e  inc lunes  r ep resen ta t ives  of t h e  major TJS TKs operatin.% i n  t h e  
country suc!? as Chevron, Union Carbide, Arkel and Tenneco. The Sudanese-US Dminess 
Council plcyed a major r o l e  i n  -t3e d r a f t i n g  of t h e  19% Investment Act. The Council 
enjoys conoiderable p r e s t i g e  i n  the country because i - t s  h e r i c m  members claim t o  
exe r t  much inf luence  i n  Rcshington i n  f m o u r  of t h e  Sudan. This ,  no doubt, enh,mce 
t h e i r  b,=r&.ining power w!wn i legotint inq with t h e  S U C ' . ~  Government. 

94- It thus  seems t h a t  t h e  Sudm is no-t i n  a s t r o ! q  bargaining posi.tion when 
dea l ing  witl? t h e  t e x t i l e  TPCs opere t ing  wiS!~in its borders. Inademate  c a p i t a l  
ge?e ra t ion ,  continuous bdancc.  of pyment d e f i c i t s ,  mounting fore ign debts  and a 
severe  sk i l l -d rz in  place -the cou::try i n  a weak pos i t ion  hefore fo re ign  f i rms  t h a t  
pose a s  supp l i e r s  o= much needed Zunds 2nd knotr-how. In  t h i s  r e spec t ,  t h e  Sudan does 
no t  e i f f e r  much from -the k j o r i l y  of t h e  developing coun t r i e s  which host  T K s .  The 
f a c t  t h a t  TIES anr! t h e i r  :;me cov_ltries eo-opemte more c l o s e l y  tha? t h e  Third, Borld 
coun t r i e s  i n  arhieh t t e  TI!% w e r a t e  places t h e  onus :?or ac t ion  on i n d i v i d u a l  hos t  
c o u n t r i e s -  s-t l e a s t ,  u:'cil~.non~e concerted ac t ion  io rrorked out.  .In 'chis r e s ~ e c t ,  
-theSudan's e f f o r t s  leave  ruch t o  he desired.  Cre,--king ;.. spcidised o f f i c e  f o r  
dea l ing  wit!? TUCs is a mzjor s-te? i n  t h e  r i g h t  d i rec t ion .  The o f f i c e  must combine t h e  
d i f fused po3rers no-7 giver. t o  t he  st?.te bodies responsible f o r  t h e  implementation 
of the Inven-tment A c t ,  -the l a b u r  inspect ion  a::thorit;r, t l ie i n 6 u s t r i a l  health. u n i t ,  
t h e  price-control adnins t ra t fon ,  t h e  t,?x d e p a r e e ~ ,  t h e  aud i to r  ~ e m r e l  an3 a l l  
o the r  organis  t h a t  d e d  v i t h  T K s .  T r a i ~ i n g  courses must be devised f o r  t h e  s t a f f  o f '  
t h i s  o c f i c e  i;~ hov t o  negotia'ce rrith 2nd supervise  the a c t i v i t i e s  of TNC L 
95. Fina l ly ,  a standard cont rac t  rjiust be prepared f o r  mandatorv s i , p a t u r e  b[ 
TNCs opernt inz  i n  the c o u n t q .  The con t rac t  must c l e a r l y  set out  t h e  TNC's ob l iga t ions  
regarding t r a n s f e r  of teclmology, s t d f  t r a in ing ,  ,Sud;misation of s e n i o r  ~ s t s ,  
wapfixine, p r i c ing  o C i n p u t s  hnc! products,  etc .  This  r r i l l  r e q u i r e  mending t?le 
Investmen-t i,ct of 193'3 s o  2s t o  l i m i t  concessions set out  i n  t h e  A c t  only t o  Piims t h a t  
honour t h e  coxt rac t .  For i ts ?mt, She co&try t%usk c r e a t e  a heal t ' ??~ and o rde r ly  
c l imate  fr investncnt  by curking t r x l e  anion excesses s n h v o i d i n g  sudden and frequent  
changes i n  p o l i c i e s  a d  procedures. 

%. ik t roduct ion  of such mencures w i l l  no doubt s t rengthen t h e  hand of t h e  
Government iz deal in^ kt!? TWs and enable it t o  e r t r a c t  rn2ximun h . e f i L s  fron! t h e  
expanding >.ckivities o:? thesc firms. Under present  cirucmstsnces, these b e n e f i t s  
ca-I be cpi- te  tangible.  
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97. Over k l f  t h e  period covered by t h e  15Yen.r Tent;;_-]rive Plan f o r  Sudsi Cottog 
T e x t i l e  1~-$ust r ies  has eJ-apsed r?i ?::out "'-, c c o u q t r ~  a c k i ~ v i n g  t h e  t a r g e t  of s e l f -  
suf f i c i  mcy expect+ oC i:s :?ips-k ill?.-se. In ;%ct, & s p i t e  some pro,Tess towards 
t h i n  ~0.3l 'i? 'the rn id- l~%,  -the gap beJcr:een grofi~c.tiol' mrl consumption of f a b r i c s  
began t o  wider: i n  t h c  l,-.zL' yesrc of -t"l p2kt decarle. T!:e share  of imported f a b r i c s  
rose  t o  55 per  cent  o' nai-kc-? r e ~ u i r e n e i i t s .  Hor..ever, i n  recent  years  t h e  Sudan has 
began -to export yu'n no envicaned i n  Thase I T  of t h e  Plan, nlthou& s t z t e  veavino 
p l ~ l t s  a r e  rrorllring well  belorr c:.p;lci%:,, due t o  d e l z : ~  i n  completion of t h e  spinning 
m i l l s  t h - t  feed them. Pic n? t ters  now stnnd, prospects  ?or t h e  Sudan t o  become s 
s i e i f i c a j l t  yarn exporter  .".re .~~ :~n ide rcb l : .  5 r i g h t e r  thna i t s  c!nnces o-f a t t a i n i n g  
self-sujfFicfewy ir. f&ri.cn. k 'or~ign TNCs !:me pls.:rec! 3 leading r o l e  i n  c r e a t i n g  
t h i s  s i tua-t ion.  

93. , Needless -to sa.i, ?I:.. i :? teres ts  of these  T X s  a r e  l o t  i n  complete harmony? 
the re  i n  2. +ax-p c l e s h  betseen those  TNCo rrhicil uoulr' p r e f e r  t o  s e e  t h e  Sudan and 
s i f i ~ i l a r  =oux'irien export r.arr co-t.t.on and even cottor. :i:.r:l ail6 remain imnorters of 
f a b r i c s ,  2nd .those TNCs t h a t  n re  e i t h e r  c e l l i n g  terLile n a c i i i ~ e r y  oi- e s t ab l i sh ino  
t h e i r  o?,.r:I vecving sheds ins-de -the coal t ry .  The f o m ~ e r  advocz.te proSectioriism 
i n  t h e  developed countr ies ,  +iLe -the l a t t e r  urge . t b  Puhn t o  Follotr a s i m i l a r  l ine .  
Nn-turallj., t h e  countr:? i n  i?cli:;ed t o  s.jrrj1pa-t-hi5e m r c  with t h e  TNCs t h a t  support 
its dr ive  f o r  sel;;-sufCicienc7 i~ fa 'x ins ,  but  i t  can a l s o  benef i t  from 'chi? former 
group s o  10x2 28 it rcmai::,~ a Cibrc ant! p r?  ex.?orter 2nd does not  venture i n t o  t h e  
production exportat ioq o: i i tm covered by the ?A'!?;.. 

9% The recorr' of C o r e i p  TlJCo en~pnerl  i'! t h e  production of f a b r i c s  f o r  domestic 
7 consumption i n  t h e  Su&n is n o t  unt-lrnished. herereace has already beex made t o  t h e  

heavy t o l l  so!ilc of -them talc.:: froi.1 t h e  p o v e m e t  i n  t h e  f o r 2  of subairlies and t a x  
exemnlions a x ?  :From i t s  !ian!cc i ; ~  iaoun-tins debt  m r e c r s .  I n  zdditio!?, many of t h e  b n e f i t s  
which Tr'JCs a l l eged ly  h - i q  -to ;>oar c o u n i k i e ~  a r e  ei-::her &sen-t o r  unnoticeable i n  t h e  
Sudan, whilc t h e i r  fanil!.nr ,de?ectc ?re ~ i l e  evidc?:, 

100. I: is of ten  c h i m e d  t':& TTriCs do no-t a ~ l l y  a~?pI;r hos t  countr ies  % ~ - t h  much 
needed c~piL"2.1 but a l s o  hclp  -to introduce .?clvancec! teck.no10g.r~ e r e a t e  jobs, pay @. 
wages, t r a i n  l o c e l  personnel,  r 2 i s e  i.?:mur p-ofl.uctivit-r ?nd generalljr inv igora te  
t h e  whole economy. Thi,c ilns iio.5 r e d l y  t ~ k e n  nlace  i n  t h e  Sudan, except within l i m i t s .  

101. I; i c  signiEic,mi- f o r  i n s t m c c ,  i-!?at i n  mock exec s u p p l i e r s r  credit exceeded 
by Par t!le cr.;li%.l suhscri;ed b>r t k e  TIC involved i n  ,? 'cex'cile projec t ;  as a r e s u l t ,  
much of t h e  fore ign cxc!-mry;e s2ve4 -thrcm$ import subs%<-tu-tion is spent  on debt - servic ins .  13 t k  cz-se 0:: -the Z v d ~ n c s e - h ~ e r i c m  Factory, the r a t i o  of s u p p l i e r s r  
c r e d i t  t o  pzid-up cepitr.1 m n  ~l .moat  6 t o  11 The S o r e j . ~ :  a c h n n e  leakages ciused 
b-J the  p ro jec t  ir!  the ?om 0:: loc'c revenue from cottoil expor ts  mr '  ?-l:me:+s f o r  
imported chemicnls ,?.n:: spare  p,~.rl-s a s  t rcl l  r s  p r o f i t  r a n i t t a x e s  a r e  ta!!en i n t o  
conSic?er?tion, t h c  p lzn t  ma7 i n  Zcct drz in  insteac' o:? ~ o : ~ t r i b ~ : i . ? : ;  -:o -:::e co&:ry's 
mengrc rescl-res o," hard c u r r c x y .  
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1 The i:lvestxe.ents 's:.de 1-7 t h e  t e x t i l e  TNCo have create$. v a s t  mployment 
opportunitLes: STIC d o z e  e%?lo;rs ~ ~ 5 3 2  persons; YZ?S !?as 3,100 employees. . . 
Yurthernore, t h e i r  pn:r i c  F:.ce r~oocl by S u d ~ n e s e  stmd?.rr!s. However, Sqdanese 
t e x t i l e  ::oi-kers a r e  s t i l l  ,mon~ t h e  l o r t ~ s t  p;?ic! i n  %:!e world, a s  scl :- .ri~jnz 
hourly pay have revealed. I n  i'zct, n leading  t e x t i l e  TIC, S I C ,  admits t h a t  itr, 
high labour tilrnover r a t e s  a r e  cmsd  hy cons tant  emi,~i-ntion of rrorkera t o  oil. r i c h  
coun t r i e s  xhere  s a l a r i e s  n re  much higher.  It a l s o  compl,:,inn of absenteeism by 
workers who earn  more 'y r-3'-.in:: c:rs t'.-.r. I;;. :!or.'rir : _Tor i' ex:. I ,rlscri, I.-.n.i:n"f 
low wages is e s s e n t i a l  .to 2 TPC which urants t o  remain cost-competitive a g a i n s t  
another  t h a t  r e l i e s  on .t5e supe r io r  y a l i t v  of its prorl~lcts.  

103. Owners of textile n i l l s  complyin of t!le lor: productivi- ty of Sudanese labour.  
They v iex  t h i s  areakxess ns -tFe r e d  j u s t i f i c a t i o n  f o r  pnyi3,g lou  u?.ges. Yet t h e r e  
a r e  no orzr.nised progrmmes t o  - t ~ n i n  raorkers i n  t h e  t e x t i l e  industry:  most of t'le 
t r a i n i n g  is done on t h e  job. Inves tors  clenrLy p r e f e r  t o  ignore  r a t h s r  than  s o l v e  
-the problcr.1 of low labour producti-r i ty,  Some r e l y  heavi.1:. on Japanese, b i t i s h ,  
Korean, Pakin-tani o r  Egyp-tLan exper t i se ,  a few of whoin lzcve now been replaced by 
Sudanese. %her i n v e s t o r s  a r e  showing inc reas ing  ?r.xkrwcc: f o r  automatic macbinerv, 
with t h e  r e s u l t  t h a t  laSour-per-txd?ine r a t e s  have Beei: _fa l l ine .  Thi.5 is p a r t i c u l a r l y  
no t i ceab le  a t  t 5 e  weaving &age, whwe t h e  inr!us?ry %as become inc reas ing ly  ca? i t a l -  
in tens ive .  TICS which operxke m i l l s  i n  t h c  country jw- t i ?y  t h e  mp1o:ment of forei,gn 
exper ts  on a more o r  l e n s  p e m m e n t  b a s i s  by p o i n t i n s  o i ~ t  t h a t  t h e i r  turnover  r a t e s  
+ r e  lotrer than Shose of t h e  Sudanese. T h q  a l s o  s e e  1-7 escape from grouing t r a d e  
union pressures  i n  increosed automation. Vhatever h e  j u s t i f i c a t i o n s ,  t h e  f a c t  remains 
t h a t  t h e  country's na t iona l s  a r e  bein2 deprived of emplo-ymmt and t r a i n i n g  benef i t s  
which a r e  mong t h e  moot important s e r v i c e s  which T K s  can render t o  hos t  coun t r i e s .  

104. There is  l . i t t l e  e-videince t k n t  t:le t c x - t i l e  indus-try is hnviqg e favournble 
impact on t h e  Sudanese econoe.ly ar ;- whole. RE 2.n ?.PO-industry, t ex t . i l e  manufacturing 
is  supposed t o  have s t r o n z  !mckr,ird l inkages  s t r e t c ' ? i ?gdeep  i n t o  a , ~ i c u l t u r e .  This,  
however, is not  t h e  case  i n  t h e  Su+.an: he re  t h e  t e x t i l e  m i l l s  a r e  l a r g e l y  designed 
t o  consume -the coarser  cot-tolls, :iL?ic!3 a r e  genera l ly  ir, s h o r t  s u p ~ l y  i n  t h e  country. 
Quite  of-tcn -they h,?.ve t o  he ?ed r:i;5 f i n e r  growths 30 as 'GO keep them i n  production, 
although t15s  is -. 5ig5ly  ;ras:e%l use  of fine cotton. Xn f a c t ,  t h e  countr ;~ is being  
forced  t o  shi:?t froin t h e  hi<gb.X:r-prized ELS co t tons  t o  si:orter 2nd coer se r  growths 
s o  a s  t o  su i - t  t h e  d c s i r e s  of 'ihe t e x t i l e  mznuf?ct:rers. Since, i n  add i t ion  some of t h e  
l ead ing  textile in i1 l . s  u se  imported s y n t h ~ t i c  yarn i n  prorl~cin~:  syn the t i c  o r  hlended 
f a b r i c s  or? 2 :arne s c a l e ,  t L e  SuSmese t e x t i l e  i ~ r k w t r 7 ' s  Sachrard l inkages  a r e  
deficien-t.  The same cen be saic! 0:: fonrarcl and la ter r -1  li.nkages: STIC is t h e  only 
m i l l  t h a t  !:zs developed int-o n d o s h a k e r ,  2nd t h e  cow.try is s t i l l  v i thou t  a starch. 
f a c t o q  t o  silpply tho  b l e a c ! ~ i l ; g . s e c t i o ~  of t!-is iadus t ry .  Tiezvy r e l i a n c e  of t h e  
indus t ry  on the inade-ate s t z - t e  infr?.ztructure h r s  been a mnjor reason f o r  f requent  
breakdourns i n  serv ices .  Only very  few n i l l s  have t h e i r  o m  genera t ing  power: 
GDdATEX and t h e  3ed Sea S p i n n i r ? ~  Y x t o r y  a r e  among ther.1. .Timeire T e x t i l e  Mills bought 
@-foot USA-toade t r a i l e r - t r a c t o r s  t o  t r m s p o r t  i npu t s  nnc? f i n i s h e d  products, and t'.e 
Eageir n i l 1  uses  i ts  o m  .tr.xm:p buses t o  t r a n s s o r t  i - t s  l ,%Y3 employees. Ffiost of t h e  
o t h e r  firms r e l y  on publ ic  trmqmr-t. 

195. The y a m - c q o r t i n g  sec-kion of t h e  i n h s k r y  6oes n0.t su f fe r  from a l l  t h e  
weaknesses of t h e  f?bric-n,mu:?acturin~ sec t ion ,  Its a h i l i t y  t o  com?ete on a. c o a s t  
b a s i s  i n  uor ld  n m k e t s  c o n t r a s t s  s h a r d y  v i t h  t h e  :@ai!.ure 0:"th.e he2vil:r subs id ised  
f a b r i c  firms t o  hold t h e i r  _pound q p i n r t  "li,q?l:r-taxed imports. Yarn expor ters  onl-i 



use l o c a l  Eibre  ao rm mc.:teiiiel, ?nd most of them a r e  prepared t o  process 
cotton i n t o  :?ine counts. Furthermore,' t h e  mills which provide t h e i r  cvrn 
electr i6i ' i j7  supply and ' c r z n s p r t  se rv ices  a r e  t h e  ones eqagec? i n  yarn production 
f o r  expor-tation. 

106.  he^ t h e  Government sough-t i n  ,-XI e f f o r t  t o  s-timulate groi'th t o  e s t a b l i s h  
induntry ii; t h e  r u r a l  areas,  it chose t o  s e t  up s i x  sp incing m i l l s  i n  G i f f e ~ e n t  
v i l l age0  a s  t h e  bes t  veh ic les  f o r  promoting growth, Ilo:iever, takinp. yarn and f a b r i c  
manufacturin_n t e x t i l e  TNCs a s  e uhole thc re  seems -:yo be l i k t l e  evidence t o  s u p p r t  
t h e  claims t h a t  T E s  a r e  t h e  p e a t  new b e n e f x t o r  o-f t he  Third '!orJ.d. It is a l s o  
hard, hotrever, t o  say  t h c t  t h e  Third World crould have been b e t t e r  o f h i t h o u - t  them. 
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Exports 3,935 5%5 27.6 h9m 534 1 57 
s: 193 ai. 24 lm 14 5 

Source: I.C.A.C. v 

Source: I.C.A.C. 
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Vorld 

Industr ia l  countries 
Developing countries 
Eastern trading 

area 

Ilorld 
Industr ia l  countries 
Developing countries 
Eastern t radinc 

area 

Source: G.A.T.T. - 

Indur 'rial Countries- 

Source: G.A.T.T. =- 



T-ble 

Production of Cot-ton Y a m  5.r Are: 

Jzpzn 
Developing * 

coun t r i e s  

- . . . - .  
1 9 5  - I 9 9  

1 1 0  1rX% ll,m lGf% 
15.1 1 ,?.XI 11.1,. 1,116 
n 

9.5 
. .1 "45 7.7 47O 5* 7 
5.3 lm.C:n h. 5 E;on b..? 

Source : 1.C.A.O. 

Eel". mum Y.39 
St r i t ze r lmd  1.23 
Italy 5. l* 
France 3 m  
Greece 2-50 
Tunis in  . . 3 . a  
Sudan 9.49 

=-. - - --- - - - 
Sourcer Tlcrner Consul kmts. 
P 



Trble  7 T T  

L x q e s  t T e x t i l e  "iris 

Cortaulds 
Asnhi Chemicals 
T-XlrlinGon Ind. 
EIaci Oner Sabanci 
Korebo 
Levi Strams 
I n t e r c o  
J.P. Stcvens 
Toyobo 
Syosung 
Coa-ts &ton. 
Union Cmp 
Dolf us4!Cieg 
31ue D e l l  
W. Point-? 
Unitkc 
P4itsihushi Rayon 
Sunk pang 
S2errjr & EIutchn. 
Tootal 
Du Pont Chenic~.ls 

-- 
Source: Tor t u n ~  i:a,y-zine 

T l S l e  VIII 

"& 
Total S A e s  

Source: Part17 Chmic--1s 



Sudan Cotton S t a t i s t i c s  

m t r i c  'Tors) 

19-73 =- 1971, 1 1Vf IT' 1$7" 1979 I?% - 
Production 23 6 220 108 159 1 P 139 11I: 
Con sumption 13 15 14 1.' 14 1'. 11 1 q 
%xyorts 237 157 1 l n  2.1.5 11:.5 If;? 177 175 
Stocks 137 195 2.%! I. L;" 157 195 145 Ef 

Yarn Production 
9.5 9.7 9.9 7.3 5 9 4.7 K.C. 

c 3. 
Yarn h p o r t s  .3 . !i -6 1.3 1.7 1.7. 1.2 1.3 

Cotton Piece rmds :  

Source: C .  W < o Z S u d e n ,  S.T.I.C. - 
N. 3. - Stocks as on Au,gust 1 o? &gi.ren years.' 

Source: Sudan Cottor, ? w F e ~ r .  


