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The dconomic Survey of ~frica since 1950 submitted to the Commission
contains invaluable information about ths present oconomic structure of the
Continent. One fact that the Survey makss clear i1s that although industrial
development has contributed substantially over the past ten years to the growth
of production and cmployment a large proportion of the income derived from the
primary sector continues to be spent on the import of manufactured goods because
ther= 1s no local preoduction. A high marginal import propensity accentuates
this phenom non of "lsakage", to usc the term -mployed in the Survey, as income

increases. Most 1f not all capaitel joous and consumer durables are imported,
while the parcentage of non-durables in total imports is not substantially
decreasing.

In very many cases this siluation a1s not attributable to the inadequacy of
markets or their inability to absorb industrial production but rather to

‘:} structural factors unfavourable to the establishment of industry, such as absencc

of tochnical skills and investment ca-~ital, and to institutional factors which do

not encourage the cevelopment of effcctive incentives.

This schematic analysais of one of the basic characteristics of african
developmment also serves to underlins th. dual role of the Commrssion. It
must endeavour to pave the way for a different future by facilitating the
mobilization of all the continent's resources 1n order to diversify the African
fSconomy and as far as possible reduce 1ts excessive dependence on the outside
world., At the same taime, by providing a forum for the Joint discussion of
common problems and thanks to the strensth a1t can derive from association and
concerted action, the Commission can play a usceful part in brin-ing africa's
needs and problems to the attention of the national and ainternational bodics where
major cecisions are takon dircctly affecting a continznt +hose economy will for
many vears to come continuc mginly to be based on the .xport of primary commoditices.,
dconomic trends arc not the outcome of blind market forces alone; they are also,
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tc a much greater =xtent than in the past, determin.d by the policiss of the central
authoritics and th: bargaininz stren_th of the parties to negotiations, and they are
exprassed in the deeisions of a small numbor of “governments. The policies and actions
of the great industrial powers are more than cver a subj.ct of umiversal interest, and
this 1s true i1n equal mrasure of th. orientation of trade policies, the implementation
of regional arrangcments, international liguicity or cven such apparently purely
national problems as the scop: and character of anti-cyctical moasurcs and the reolative
importance attached to the obj.ctives o1 rowth and stabilaty. These are the factors
which give significance to a debat. -uch ¢s that which 1s opening toaay and to the
Commission's subscqguent discussion, and lend importance to the analyses and surveys
which are broarsed as a basis for discussion. The aaiscussions can alse help to ¢lera
positions, 1llustrate tronds and <xpress necds, and thus .nsure that decis-ons reached
2lsewhere arc taken in fuller knowl.dge of thelr possible repercussions and the reactions
they are likely to provoke.

accordingly, the pr.sent ocbate camnot, if 1t 1s to achicve 1ts full purpose, be
confinad to consicdaration of purcly Afric.n factors. It must by the nature of things
bz broadered to inzlude the most recont developments in the world economy.

The world cconemy 1s wnterin: a new dzcadz at a time of «conomic <xoansion, The
saort term outlook, whicn has b .n. improving for cver a y.ar, continues to be gencrally
favourabl. . To quotc onlv on figure, by mic-1959 the world index of industrial
procuction was 11 per cent hizher than ot mid-1958 and Lhe most recent information
indicates that the upward trend 1s continuing c.spite "12 sctback caused by the stcel
striks i1n the United Stat.s. In the carly stages the public s.ctor was the most
umportant factor contributing to the risc in sconomic activity, through increased
soverrment sxponditur., tax reductions and measures to ease credit.  As the expansion ,
has gained momentun, 1ts character has changod to some «xtent; fears of a recurr.nce o
inflation reappearcd at a very early stazce, leading Governm=nts to stabilizc publac
vxpenditure and to adept more stringent crzdit policies. These measurcs do not at the
Present stage seem likely to casck -xpansion. The strong demand for consumer durables
in the main furopean centros 1s provioing a broad impctus to the sconomy, which should
continuv 1n the coming months.  In the United otatis, despite certain weaknesses in the
ficld of residential construction, th ssttlement of the stezl strike shoule cnsure
expancing production at l:zast for som: time. The extent and durataon of this expansion
appcars to depend mainly on the anvestment plans of private business and on certain
special factors such as consumcr reaction te the new model cars.
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The advance in business activity in the industrial countries 1s being
accompanied by a renewed growth of international trade. After a marked
falling off in 1957-1958, imperts into the industraal countries are now 7
per cent abcve the corresponding 1958 level and the exports of the less
developed countries have shzred in this increase, Bowever, the increase in
demand found most commedities in ample supply ard the effect on, prices has
been relatively modest. The prices of rubber and hides have risen rapidly.
Copper and zinc prices have also Seen highecr than in 1958 as have those of
hard fibres and coconut products. On the other hand, the price of non-ferrous
base metals has not advanced. The prices of coal and petroleum, lumber, cctton
and jute, sugar and tobaceo, ard the cereals and teverage crops were even lower
in the first three quarters of 1659 than in the corresponding period of 1958.
Under the influence of inereased rates of ahsorption in the industral countries,
however, total exports from the less developed countries, gfter slipping back 5
per cent between 1957 and 1958, regained and even exceeded their 1957 level.
4s the average price index of mamfactured goods i1n intematiomal trade remained
more or less stationary, the less developed countries as a group enjoyed a
hagher capacity to import in the first months of 195G, although this has not
yet been reflected in any substantial inerease in imports.

45 merorles of the recession recece, attention is turning to factors that
ire less directly related to cyclimal movements.  Structwral shifts seem to
have taken place simultaneously with the changes in the economic situation.

One of the most important phenomena in the present sdtuation undoubtedly results
from the gradual chaiges in recent years in the composit ion of trade “wetween the
principal world markets, the cumulative effect of which has rather suddeniy
confronted the world with new problems. The United States share of wrld
exports his been falling while its share of total impcrts has been rising.
Western Europe and Jaran are improving their position correspondingly.  Since
1954, imports of goods amd services by the United States have, in fact, been
increasing more rapidly than the naticnal product. The amport propensity

of the United States appears to heve reached a record high in 1956 and 1959,

a reversal of trend since historically United States self-sufficlency has

tended to increase 1n a relative sense as total cutput has risen. To what
extent wiil this trend continue =2nd to what extent will it be corrected by
countervailing forces? an exhaustive analysis of the phenomenon cannot yet

be given, Nevertheless, it is clear that the growth in the productiye
capacity of Western Europe and Japan has considerawly reduced the advantage
which the United States enjoyed in the early post-war years. There 1s also
some evidence that costs have increased mere rapidly an the United States

than in sther large industrial countries, In additaon to these specific
factors, there may be other, more general, causes, For several years,
Governments have been making systematic efforts to restrain demand in the effort
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to achleve price stability. Just 3s the post-war dollar gap resulted, at
least in part, from the intense pressure of demand upon supply in a large

part of the non-dollar world, the present reversal of the btalance may, in tum,
te due to 2 general relaxation in the pressure of demand. In sc far as

the United States has hithertc played the role of =supplier "of last resort",
relleving the shortages - from griin to steel — and breaking the bottlenecks
tlat some couwtries encountered in their effort to achleve rapid expansion,

it was natural for United States exports to fall relatively to those of other

countries as totals demand slackened, .
These events may appear somewhat remote from the matters that concern
~frica, bubt thelr effects are not limited to the industrialized part of .

the world and the relative positions of the principal economlc Powers. The
fact that the Unlted States ®walance of trade has become more vulnerable

than it was previowsly - or, at least, that it 1is regarded by some as

havaing become more vulnerable - might easily have consequences which would
affect the whole world economy. The phenomenon must be viewed in the broader
context of the advances made in recent years towards liberalization of trade
and currency convertibility. These advances, desirable and gratifying
though they may be, have themselves created new problems. They have
considerably increased the economic interdependence of the major nations and,
1n so doing, have made 1t more essentlal for Gevernments to harmonize their
policies, Governments were not always.ax%le to prevent the f{light of
capltal and its unfortunate attendant effects when they had comprehensive
machinery for the control of foreign exchange and trade at their disposal.

It mAy well be th:t 1n the presert sitwation, with these controls dismantled,
they will prove all the more sensitive to any indications of a threat to
their position and may be inclined to take individual action, with 2 view to
prot ecting their balance of trade, which would be detrimental to general
econcmic expansion. A continuing deflationary tendency might thus gradually
assert 1tsclf in the world econcmy, It 1s therefore in the interest of all t
nations that the need for a truly effective system of consultation and

co-ordination should be fully recognized. Substantial progress in this

d rection seems to have been mide at the meetings held in Paris just a few days

g0,

If some Governments adort new econcmic practices, it 1s to be hoped that
the bodies which deal with the great problems of trade and assistance, of
stability and growth, will be zble to maintain some kind of contact with the
bodies 1in which needs and tremds in the under-developed countries are diseussed,
for otherwise a vital factor mght be lacking in their decision-making process,
The coantries which have reached a high level of industrialization can adjust
more readily than other countries, and over a much longer period, to a policy
of limited expansion or of stagnation, ind they may we teaupted to adopt
approaches leading in that direction, since they are sometimes simpler, if
they do not Imve a conplete picture of the situation because of a lack of
information or 2 failure to communicate 1t,
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In any discussion of African economic conditions, particularly in relation %o the
world economy, the problem of primary commodities must necessarily be given high
priority.

Africa, like other srimary producing areas, has been severely affected since the
war hy fluctuations in the prices of the principal commodities. These fluctuations
have been less severe than during the inter-war period, but the improvement is much less
might have been expected in view of the remarkable upward trend of activity in the
industrial countries since the end of the war, One reason for ‘this may well be that .
the amplitude of the movement in inventories has bheen greater than that of the over-all
cyclical movementa. During the recent recession in the United States, for example, the
movement in inventories was equivalent to more than 2.5 per cent of the gross national '
product during the dovmswing and to 4 per ceat during the subsequent upswing. Obviously,|
fluctuations on this scale must inevitably affect the price of primary commodities. '

In some respects Africa suffers more than the rest of the world from these disturbing |
factors. Owing to its present level of economic development the African economy 1s i
relatively more dependent on primary production than other areas. Moreover, several of |
the main products which Africa exports - minerals, cotiton, cocoa and cocomut cil - have
been particularly subject to price fluctuations.

A number of African countries have attempted, at the national level or wathin the
framework of contractual or administrative relationships with other countries, to
mitigate the effects of prace fluctuations. The establishment of marketing boards and
stabilization funds has in many cases made 1t possible moreor less to sever the praces
received by producers or exporters from those ruling in the international market.
Prices are fixed in terms of local currency by administrative decision and the bresking
of the link with world prices is achieved by requiring all producer sales to be made
to an official age cy which becomes the sole source of supply to all markets. The
gystem has the further advantage of jrotecting small-scale producers against various
forme of exploitation.

On the whole such experiments in Africa anpear to have been more successful than
some of the techniques employed in other areas to achieve the same purpose, such as
variations in export taxes or exchange rates. They have not, however, succeeded in
stabilizing i1ncomes to the same degree as prices and no effort has been made to offset
of continmuing fluctuations in the wolume of sroduction, the repercussions of which are
frequently as serious as those of fluctuations in demand. Domestic prace stabilization
also raises serious problems for Governments in so far as the burden of exteraal
fluctuations 18 shifted fromthe incomes of producers to goverrment reveaes. Moreover,
the machinery for the stabilization of prices i1s 1tself far from being fully understood.
How do producers, particularly in areas vhere there i1s still a non-commercial sector,
react to fluctuations in prices? How 1s the instability of prices reflected in the
volume and mttern of investment? Does the additional volume of investment made possible
by a stabilization policy an 1 mriod of falling praices o.fset the restraiming effect

y



E/CN.14/48
page 6

1n a period of rising prices? To what extent are the advantages of planning without
regard to fluctustions in commodity trade counterbalanced by a weakening of the system
of incentives” These are questions which give rise to theoretical debate and give
pause to Governments,

The contimuing and fairly steady increase in the volume of exjorts has to some
extent mitigated the impact of price fluctu:tions on the African countries. The
increase reflects Africa's rising share in world markets for pramary products and has
undoudbtedly encouraged a series of expectations which are embodied 1n plang for
expansion. It apoears to be assumed that markets will continue to expand for many
years to come, Unfortunately there 1s little information available to determine the
validity of this assumption, It will obviously bhe much easier to accommodate rapidly
growming African supvlies 1f world demand 1s, as everyone hopes, expanding at a .
reasonable m ce, It cannot be doubted, however, that sooner or later Africa will reach,
over a whole range of products, the stage 1t has already reached in the case of cocoa,
cotton, wool, copper and, more recently perhaps, coffee. Continued rapid expansion
1n the case ef these products will mean either encroachment on the export market of
other countries, or a significant deterioration in prices and consequently in the terms
of trade a:d in import capacity. In the case of certain commoditlies excess capacity
on a world scale already exists and in this situation the need for international action
becomes particularly urgent. The oroblem will inevitably be aggravated if countries
with similar resource endowments, whether agricultural or mineral, - pwrsuc their own
national policies for the expansion of production of the same commodities without
regard to the corresponding steps being taken by others. There can be no doubt that
the existing machinery for the exchange of information and for consultation and the
exaisting international arrangements should be strengthened and developed,

It 13 impossible to consader the sroblem of wrimary commodities without referring

to the importance of international solidarity in i1ts broadest sense, Examination of
the long-term outlook serves only to emphasize the existence of structural difficuliies
which cammot be overcome by measures of price stabilization alone. At their present

stage of economic development the ovar-all demand of the major indusirial countries .
for primary commodities tends to increase less rapidly than their mtional product.
This tendency 18 the consequence of a great mumber of factors which cannet readily he
controlled or counteracted when a certain level of development has been reached. The
over-all pattern of consumption then results in a growing demand for goods and
gservices of which the raw material content 1s proportionately less, Technological
innovations permit contirmuing economies i1n the use of raw materials and moreover
synthetics are produced at vrices competitive with those of natural products, even
vhere labour is extremely cheap, The result i1s that the ratio of mports to gross
product tends to decrease. The trend 1s reversed in the less developed countries,
particularly in those which are undertaking ambitious development programmes requiring
an increasing volume of imports of capital goods under long-term plans which involve

a gérlety of interdependent elements and in vhich sudden adjustments cannot easily be
maae .
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There 18, therefore, in the respcctive siturtion ol the two citegories of‘countrles
a basic asymmetry whose effects can only be eliminat~d by international corrective
sction. It 1s the exastence of phenomen~ of this kaind thit hus .radually led to the
acceptance of the mr inciple of c¢ipital transfers under international programnes of
assistance as a permanent feiture of world politics, 1ind justifies the discussion
wnich the Commission 18 to hold wd which I do not wish to anticipate concerning
international aid to the African countries.

another aspect of conterporary policy is of essential concern to the african
countries., I refer to the schomes for regironal integration which are at present the
subject of intensive international negotiations between the prineipal industraal
countries. At 1tvs most recent session, the General hssembly of the United Natlons paid
p.rticular attention to the umpact on the African countries of the poliey of integration
that 1s being pursued in Europe. The creaition of the Common larket, of course,
introduced 1 new form of preference and, 1f I aay use the word, of discrimination into
the african econory. I use the word "discrimination' in the technical sense, without
any moral overtones. Diseramination is inherent in the establishment of any customs
union or frce trade area. The General agr-erent on Tariffs and Trade, whach is a
detasled code of rules tc rcogulate and thus promote free intcrnational trade, recognizes
certain exceptions to the rule of non-daserunination. OCustoms unions or free trade
ireas cstablished in accordance waith preoscribed procedures are authorized by specific
provisions, It 1s for othesr bodies to settle the legal issue und decide whether the
provasicns of the Rome Tre:ty are legitimate Irom the point of view I have just ren—
ticned. The problem of more direct enncern to this Commission 13, I believe, rather to
define the type of organization or pittern of world trade which will afford the African
centinent the greatest opportunitiec for rapid :nd harmonious development. The question
15 a complex one, because of the immedinte ccononde advantages the preferential system
1ffords to the countries which benefit from it ind beciuse of the decisions which have
still to be taken within the European Community, and only incomplete and provisional
answers can be given. At all events one sust attemph to avoid dogmitic znswers. In
consideriny the repercussions of the coumon market, it must be remembered that dis-
crimination 1s rot 2 new {actor in the trade of the African countries. Throughout the
nresent, century ifriecan trode has been counartinentalized. The establishment of the
Burcpean Economic Community reshapes one of the Aarens of discrimination and modifies the
repercussions, rather tnan introducing a ridically new institutional factor. dccording
to the Gall panel of experts, the effict of the Common l'arket on the African couniries
will be trade diverting rither than trade creiting. This does not necessarily mean
that importd by the Communaty fro.. third countries will decrecase, but that the share of
third countries in the tot-l sales within the Community may deciine. If the rate of
cconomlc growth of the Community is sufficiently rapid, the de.and for primary products
from third countries should continae to increise in absolute figurcs, The effect on the
african countries of the reduction of tariff and quotis barriers within the European
Community his this fir been rather small, 7This 1s due to the fact that in several of
the member countries of the European Community some mmportcd primiry products are not
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subjuct to customs dutics. here r.ductions in duties have t-ken place, 28 1n the

cise of coffce and cocor, these concessions have been immediitely extended to 2ll

ember countries of G.iT, Conscquently the africun countries have not "as yet begun to
benefit from or be harumed by the provisions of the Trezty of Rome. Tnis fact in

1tself, wnd the active continu~tion of the international negotiations to whach 1 referred
egirlicr, show thzt the situation 1s still somewhat fluid 1nd tht there 1s, among the
principal countries concerned, 2 desirc to tzke into account changes in the internitional
siturtion and to ~dapt the applicition of the Treaty of Rome to the ns<ds of the moment.

in undertaking 1s comolex ind delicate as regional integration, which must be aut
into effict over ~ period of ycars, cannot readily be carried out in accordgnce with a
plin every detnal of whach has been 1aid down once 2nd for all and is incapable of .
further modific-tion. ..s the Europcan Community begins to feel 1ts feet, affirms ats
identaty and finds 1ts place ain the world, it mny well be t.at some of the premises on
which 1t w2s founded wall appewr in 2 different light. In particular, if econoric
integration develops in other ways and in other forms, 1t 1s aot impossible that the
preferential elenent may be considercd less essential than 1t was thought to be when
the Treaty of Rome was conceived.

Pcrhaps, af econoniic expansion continues, the menber countriezs of tne Treaty of
dome may themselves take the initiative in brainging about a general reductaon of
customs barriers which would be of conslderakle benefit to the african countries,

The very establash. ent of the Econaric Commission for /.frica implies that the conti-
nent is beginninge to think of 1tself s ~n cconomic, s well as a geograrhic, unit,
~8 this sense of awareness grows Govern wents will inevitably re-appraise the concepts
upon which the Continent's economic system and 1ts rel:tions with the outside world
irc at present- based, and consider that ncw institutions ind forms of association should
supplerent or replace the exasting ones. '
»

Such a review will undoubtedly be undertiken wren the continent!'s problems are .
cxnined 1n terms of a future 1n which industrialization must play an increzsing

role. In n comtinent as vast and relatively thinly populited 25 ..frica, it is to be
<xpected that corp rtmentalization and discrimination wall in the long run be found to
be a nore serious obstacle to the development of gre-t industriil centres than they
have been in Europe or perhaps than they are today in ..sia. ..lthough the attention

of the .frican Governuents 1s at present lirgely concentrated on immediate mensures

for the more systematic developnert of tle resources waithin their own borders, the tame
1s not distant when they will have to ecensider the roblem of creating favourable condi-
tions for thc cstablishment of functional complexes, the various components of which
will not necessarily be conf ned within the borders of one country or cven of one
preferential area. The developrent of industrial complexes based on maneral or water
resources or o the large-sczle, rational production of foodstuffs will no doubt require
the development of ncw instatutional and legal solutions. These problems are alr eady
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arising 1n connexion with oil, iron, phosphites, aluminium and meat., The task 1s to
cre te an area which poesesses the essentinl in rastructure and ain which the impetus
glven by prim.iry nroduction can devclop and cxteng without being hindered by secondary
effects. In oraier to achieve this sooncr than would normally be the case, some theought
should now be given to tne econe 1c 'nd nstitutional conditions required. Such an
undertaking involves not only the unity of the c-ntinent, whrtever the form in which

1t nay be expressed, but 2lso, by rezson of the capital i1t requires and the markets 1t
issumes, world solidaraty.

It 1s not too early for tte Commission to consider the total picture of which
1ts activaities wust form 2 part. The prescrt debate and subsequent discussions will,
I an sure, make a valuable contraibution to that end. .




