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PRESEHNTATTION

A-1 The Ninth Ordinary Scssion of the Assembly of Heads of

State 2nd Government of the Organizetion of African Unity held

in Rabat in June 1972 adoptsd o Declzration on the United Nations
Conference on Trade and Development contained in Document CM/ST,.7
(X1X). In this Declaration, the Assembly of the Heads of State and
Government recuested the Administrative Secretary Generzl of the
Orgenizetion of African Unity to convene a2 Conference of African
Ministers of Trade and Development to study, adopt and implement
measures which Africa must take in order to remedy the wezknesses
and shortcomings of the Third Session of the United Nations
Conference on Trade znd De#eloPment at Santiago. They zlso expressed
the belief that the African Ministerial Conference should endeavour
to strengthen the common African stend with & view to conducting

negotiations with the other partners in the internationzl community.

A-2 Considering the continued deterioration of the internationzl
monetary situation and its adverse repercussions on the economies

of developing countries in general and of African countries in
particular, and in the light of the above-mentioned Declaration,

the Board of Governors of the African Developnent Bahk at its

Eighth Annual Meeting held in Algiers in July 1972 adopted z Resolution
c2lling on the Africsn Development Bank in collaboration with the
Organization of African Unity, the Economic Commission for Africa znd
other intermational organizations to prepare for the holding of =2n
African ministerial conference on trade, development znd monetery
nroblems, the purpose of which was to achieve the results asked for
by the Rabat Declaration of the Africen Heads of State and Government.



A=3 The Second Meeting of the Conference of Ministers of the
Economic Commission for Africa held in Accra in February 1973
welcomed the decision of the Heads of State and Government of the
Organization of African Unity and the Declaration of the Board of
Governors of the ADB to convenc & Ministerisl Conference., It noted
with satisfection the establicghment of z Co-ordinating Committee

of the Organization of African Unity, the African Development Bank, the
Economic Commission for Africa and the Association of African Central
Banks, and invited the Administrative Secrotary~General of 0AU,

the President of ADB and the President of AACB to tazke 211 necessary
subgstantive and orgsnirzationzal wbeps which they deemed appropriate

to ensure that the Ministerial Conference be convened, S0 as to
permit its results to be submitted o the 0AU Heads of State and

Government at thsir Tenth Sassion.

A-4 In the light of thesc Declzrations, the Co-ordinsting
Committee, composed of the Organissztion of African Unity, the
African Development Bank and thz Economic Commission for Africa

held a scries of meetings znd decided that the Conference of African
Ministers on Trade, Developne:nt and Monetary Problems should take
place 2t the Headquarters of the African Development Bank in Abidjen
from 9 to 13 May 1973, The Committee alsc arranged a series of
preparatory meetings designed to zcssist the Ministers in their

delibergtions.

A~5 On 27 February 1973, Mr., K.W. KAMANDA, Assistant Secretary-
General of OAU, Mr., A, LABIDI, President of ADB and Mr. R.K.A.
GARPINER, Executive Secretary of ECA opened the meeting in Abidjen
of experts respcnsible for preparing the technical studies and for
conducting broad discussions on 2l:¢ problems on the agenda for the
African Ministerial Coanference on Trade, Development and Monetary
Problems, ended on 28 February 1973.



A-b On 1 March, the representatives of the three organizations
responsible for the conference, namely Hr,Kamanda Wa Kamanda,

Mre A, Labidi and Mr., R.KsA, Gardiner opened the meeting of the
Drafting Committee composed solely of African experts whom the
Co-ordinating Committee had earlier designated by common consent during
its first meeting, In their threc speeches, the members of

the Co-ordinating Committee for the Conference defined the

Drafting Committeels assignment and directed that its conclusions

should be practical and operational,
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B-1 In accordance with their mandate the African Experts
examined in detail the definition and nature of the oproblems.
listed in the agenda for the Conference, taking into account
both studies commissioned specifically for the purpose of the
Conference as well as a wide range of other published material,
They unanimously recognized that their assignment was to present
conclusions and recommendations in forms that would facilitate

discussion and decision-making at the Ministerial Conference,

B2 In other words, in view of their knowledge and experience
as Africans who have lived through and felt deeply the changing
situation of Africa, particularly since independence, through

the impressive mass of studies and documents prepared by national
and international institutions, they were asked to indicate

the practical measures which, in their opinion, should be taken
by the African States in order to enakle Africa as a whole to
emerge from its difficulties, to stecer a safe course through

the dangers of the present international situation and accelerate

its rate of development during the next decade,



B-3 Since independence the international community has become
nore aware of the difficulties which face the developing countries
and has envisaged various forms of action teo provide aid, But

not only does the volume of aid granted to Africa appear very low
when compared with the needs of the African countries, but, in
addition, this volume is gracdually decreasing while the needs
continue to rise under the dual stimulus of changes of attitude
resulting from changes in the conditions of 1life in Africa, and of
population growth. There are various other isgues which affect
aid as provided at present, The first is whether the by now con-
ventional stipulation that developed countries should provide aid
to the value of 1% of their GHP, even if achieved in real terns,

is a target which will realictically meet the needs of Africa.

B-4 The second is the relevance of aid, particularly in the sense
of impe:®i~7 to the African governments and peoples the capabilities
for self-sustaining develooment. Even though the efforts being

nade by the developed countries entail only relative sacrifices,
public opinion is less and less willing to accept them. Meanwhile the
indebtedness of the African countries is increasing and developing
into a situation which will undoubtedly and very rapidly bring the

whole aid machinery to a halt,

B-5 1973 will be a key yvear in the development of African
countries for it will meark an upheaval in the international rules
that have prevailed since the €74 of the second world war and the
gstart ef a ssrachk of international negotiations on both trade and
nonetary nmatters. The new difficulties that will undoubtedly arise
make it essential for Africe to protect itself against the dangers

it is likely to find in its vpath.
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B-6 The negotiations on the reform of the internationzl monctary
syetem which started in 1673 on the strength of 2z resolution adopted
by the Governocors of the Fund in July 1972 show that the internationzl
compunity is trying to work cut z new system which, in the medium and
long-term, will inevitably become the centre of the general machinery
for the distribution of the world's wealth. In the negotiztions

which have so far taken place, the views and interests of the
developing countries have tended to receive peripheral tresztment.

Yet it could be argued thet the real internaticnsl licuidity problem
is the ingbility of the developing countries to buy more from the
developed countries although they are obliged to rely on imports for

a large part of their consumer goods and almost all of their capital

ecuipnent. The same cpplies to the specialized services they need

for development -nd economic growth,

B-7 For these reascns they are totally dependent on their balances

of payments which are generslly in deficit, since their exports
cannot pay for their imports. Traditionzl IMF facilities, in spite

of various amendments, cannot in any way =olve their problems in this
regabd. For this reason, the negotiations may condition the develop-

ment of the African countries Tor several decades.

B-8 The multilateral trade negotiations are duc to begin on

1 August 1973 and to conmtinue in principle until 1975. There can be
little doubt that the results will condition for many years to come the
principles and practices governing the returns the African peoples

receive for their exports,
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B-90 The post-wsr years have been marked by the imposition,
sometimes simultancously, somegtimes successively, of barriers to
the exports of developing countries., At the same time encouragement
has been given to measures for diversifying z2gricultural commodity

exports of individuzl countries zs well z2s for the development

within the advanced countries of substitutes for imports from
developing countrics, The result has been that the prices of such
commodities have continued to follow 2 long-term downward trend
whilst the growth of inflation in advanced countries has reinforced
the continuing deteriorztion of the terms of trade of agriculturel

gXport econcnies,

B=10 Of the various pallistives that have been tired - diversification
of export crop, z2id, international commodity mansgement schemes,
industrial developnent through import substitution, privileged

access to a2 large and growing rmarket - none hes proved a genuine
success for developing countriesg, jarticularly where success is

defined in terms of accelersted growth, greater diversification of
these economies and subgtantial improvements in their capabilities

for achieving self-sustazining development znd economic growth,

B~11 The African States have arrived at the momsnt of truth and
thet truth, steted simply, is that the future of Africa lies
clearly in the hands of the Africans themselves; that the weight
the outside world will give to individuszl and collective African
views and stahdpoints in international forums will depend on the
rezdiness and courage of the Africens to shape their own destiny.
More concretely it will depend onr the African's determination

to present a united front at negotiations,

B~12 But the definition and statement of common views, the
taking of common stand, cven at some cost to some individual
countries, will only command full rezcognition when they are seen

to be part of =2 move towards building African collective strength.
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B~i3 Tt will not be sufficient merely to design policies and
instruments. These nust be seen to be actually beginning to. work
effectively. The Committee therefore sees a close connexion
between effective internal stevs towards economic co-operation
‘and integration on the one hand and effective participation in
international negotiations on the other. True intra-African

co-operation must start at once.

B~14 The Committee is aware of the doubts and hesitation
which have inhibited the making and inplementation of decisions
on this vital subject up to now; it anticipates the counsels of
prudence, which will be offered to individual African countries:
advice to hasten slowly and to avoid premature action. The
consequences of econonmic integration will be described in a
tendentious manner. There is a2 danger that these manoceuvres

will delay truve developmant in Africa for several more years.

B~15 The Cormittee does not pretend that there will be no
difficulties in advancing towards effective economic co-operation
and integration nor that certain interests and countries will not,
for a time, suffer some hurt., It persists in the belief, however,
that the advantages of co-operation and integration will rapidly
outweigh any drawbacks and will be in the interest of all the

peoples of Africa,
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BE-16 To conclude therefore, the year 1073 marks the beginning of a
novement which may either prolorg the current situation which coula
only deteriorate further, or marik the beginning of 2 progressive

and sustained improvenent, Since the results of the negotiations

to be held depend to a consgiderable degree on the balance of forces,
it appeared to the Drafting Committee that it would be only
reasonable for the African countries to try to define, whenever
possible, a common stand even if this means sacrificing certain
individual interests s0 as to dafend their comaon interests, and

‘to adopt a united front to protect any individual interests, whkich,

bocause of their importance, also constitute African interests.

B-~17 After having offered these general observations, the
Drafting Committee considered the various items of the agenda and
initiated a general discussion which made it possible for them

to draw up the conclusiongs of this report.
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C~1 Sunming up the resgultn of UNCTAD IITI held In Santiago

in April-May 1972 now presente no cifficultiec since public
oninion has 2lmost naanimousiy ftaken note of the failure of the
results obtained to come anywkere near the initial objectives of

the CO_&ereqpeﬂ 1) But of course we cannot confine ourselves to

taking note. It iz worthwhlle:

1) recalling the general objectives of the Conference
ags well as its recults which <o not nee’ at this
stage to be fcalt with in detail eince the basic

guestions will be discussed below i: an attempt

to find more adeguate solutions fTor Africa;

2) seeing what stens have been taken to follow un the

meagre results achiowved;

3) learning the lessons to be crawn from these
negotiations by the African develoning countries
so that they can prenare themgelvas for the inter~
national situations likely to emerge from the

nreseat gtate of fluctuation.

C-2 _As far as the objectives and results of the Conference
are concerncc, it is worth giving the histeorical hackground

briefly.
C=2 In order to reduce the Fflagrant inecuslities of the zost-
war worl: egituation, the Unite” Natious Charter stipulated in

Article E£L that one of the tacks of the United Hations wzs to

favour the raising of etandards of living ant the estedblishment
of conditiones for the econoric and social =rogress of aankind,

(1) Dosuments ADB/OAU/ZCL/CONFMIN/SC/wP/2
ADB/OAU/ECA/CONFMIN/SC/ WP/ 3
ADB/OQAU/ZCL/CONFMIN/SC /W) 7
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C-4 In spite of the efforts accomplished both within the
develoning countries and by international co-~operation, the gap

between these countries azxd the developed countries is growing.

Cc-5 If we consider the cistribution of the fundamental variables
of development among the countries, especially the technological
variable, and the foresecable behaviour of the cdevelopment parancters,
many exparts have come to the conclusion that between the years

1967 and 2000 the gan serarazting the two categorices of countries

will be multiplied by 18, Unless of course political decisions
intervene to break the infernal cycle which is leading to an

apocalyntic situation,

c-6 What then can we say of Africa and of the developing
African countries which in the list of develoning countries come
last with a 2% average annual growth rate, well behind Southern
Asia (4.1%), Eastern Asia (5.6%), Latin America (4.5%), Southern
Europe {7.1%) and the Midcdle East (7.2%)? A4 great deal was
expected of UNCTAD ITII an:i the Secretary-General of UNCTAD, in
order to prepare participants to approach the digcussions with

all the seriousness and clear sightedness warranted by the gravity

of the situation, started his report in these terms:

"]

"The present international trade and monetary situation
nresents the third session of the Conference with both a
challenge and an opportunity : a challenge to resist the
tendencies which, if ‘they continue on the present lines,
will inevitably push into the background the development

of the Third World in international nolicy~making; an
ovportunity, at a momecnt when world monetary and tracde
concitions are in a state of flux, to contribute effectively
to the elaboration of a system better zdanted to the needs
of the developing countries and of the international

community as a whole,"



NS . B e+ S5 TR e o 7 o e B a8 -

~ 14 - '

In the light of the results of UNCTAD I 2eld in Geneva in 1904,
the developing countries had slaced their hopes in the international
community. Thus, they listed a set of objectives reiterated in
the 1967 Algiers Charter and the Lima Declaration of November 1971
adopted by the Group of 77 which, at that time, includec 39 African

countrizss.

c-7 The general objectives of the developing countries can

be summarized as follows:

a) Ioternational Trade:

Agreements on commodity price stabilization, setting up

of buffer stocks for the main products, access to the

narkets of the doveloped countries, suppression of customs
duties, of non-tariff barriers and restrictive trade practices
impeding access to the developed countries! markets, libera-
lization through non-reciprocal tariff concessions for
manufactures goods from “eveloping countries, the transfer

of techno’ogy and the promotion of scientific and technological

rescarch in the ceveloping cecuntries.

b) Develooment Finaccing

An increase in aid to reach the 1% of GNP target before
1975 and an increase in public aid to reach 0.7% of the whole,
elimination of tied aid and a lightening of the foreign debt

burd eil,

c) Monetary Matters

Protection againgt the harmful effects of monetary crises

for which the develoning countries are iz no way responsible,
crotection against imported inflation, establishement of

an international monectary csystem capable of satisfying both
the short-term liguicdily needs of its member countries and
the needs of the developing countries for long-term financial

regfources.,
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2} Mobilization of Resources for Deveclonment:

Mobilization of exrternal resources by encouraging foreign
mprivate investment on terms designed to respect the
devaomilg countrice! priorities; increasging the flow of
nublic aid and the proportion of public aid in the total
valume of aid; mobilization of other forms of resources by
particination in maritime transport by combined transports
with a view to sharing the benefits, reduction of freight
charges in favour of ceveloping countries, mobilization of

invisible resources {(insurance, touriem, etc.)

e) Special Mecasures:

Elimization of the ineovalities among the doveloping

countries themselves oy zpecial assigtznce to the least
atvanced, by odenling un access to the landlocked countries

anc by special aid %o island countries

Th

1;.

3

]..a

list is naturally not erhaustive if we compare it
with the nunecrous resolutione nassce? or nut forward in Santiago

but it covers the main reguirenents,

Q . 3 -y —
C~3 The appeal of the Secrctary-General of UNICTAD was apparently

vain since the nositions, oa the viiole have remaiced the same and
the huge international meeling Jid ot even agree on the major

problens it had to discuss.

C-9 . L few nonths after Santiago, the Secrectary-General of
UNCTAD a%t Lhe Trade ani Develobdnent Board meeting held in Geneva

from 3 to 138 October 1972, bitterly remarke’ that everybody scend

to agree that the confererce 374 not achieve any concrete results

in Santlago with regard to the marketing of commodities, Furtherzore,

the open an:d categorical admiesgion that it wac Zmpossible to
make progress in the discussions on the access to markets and o=

pricing nolicies {(two Zecisive factors aL;ecting the volume of
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export revenue of the develonling countrieg an

AT
L

implement

serious fa

ir fdevelopment rlans) could only bz regarded

ilure on the part of the Santiago coafer

their ability to

a

ence. The

total failure to achieve zny valid resulis in Santiago on the
gquestion of <evelopment 2id was all the more regrettable since
it was now obvious and indigputable that, unless there was &
imwrovensat in the situatlion, there was litile 1ilxeiihoos of
minimun targets fixed in the international zfevelonment strategy
for the volume of develonnent 2id being attaines before the end

of the second UN Levelonnent cdecade — whereas Lthe date originally
set for those targets was 1G7°%.

He further adcfed thalt one of the most serious shortcomings
of the Santiago conference hal been its inakility to ceal proverly
with the Zebt problen.

C-1C There could have been no more authorivative voice to observe
the failure of +he Conference.

C-11 Witk regard to the crploitation of the meagre results of
UHCTAD ITY, the UNCTAD Secretariat an’ the Trade and Develomaent
Boars have itried to imnrove coniitions for & cialcgue between
develoned conntries an’ Jeveloning countries but it is clear that
we are still tackling procefures anl approaches and, apart from

the Agrecment on Cocoa which was signed in February and is du

to conce inzto force on 30 June 1973,
schieved,
with

221 agreoement on coffe

have becn

immediately,

3

e

natio

-

C-12

trade negotiztions which are to

The encouraging start wag int

Yariouis groups of ccoundries are prep

deal

very few worthwhile resultc

almogt

rrunted,

the deadlock of the negotiations for an inter-

aring for

with nearly all the cuestions

whose answerg will condition the fate of developing countries which

cdepend onn the exnort of oprimary products:

28

nreferen
aity,

trade, generalizes

with or withovt reciworo

ant reversce preferences,

mon—tariff harriers,

liberalization of worl’
concessiong

4
[CIVL oI

the multilateral
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C-13 Despite the general failure in terms of cbjectives and
results, and the very limited achievements now evident with regard
to the approach to problems, UNCTADP III shoulcd nevertheless be
analysed in such a way as to enable develorning African couatries

to draw the necessary lessons for action to be undertakens

C-14 it is seid that from one UNHCTAD to the next, from Geneva
in 1064 tc New Delhi in 1668 and Santizge in 1972, resulis have

deteriorcted pari passu with the terms of trade of developing

countries. It can be forecast from this hearsh judgement thet, if

the situation does not improve and z genuine desire to cheange their
attitudes is not demongtrated by the developed countries few
countries will be eager to attend UHCTAD IV. It is true that

UNCTAD has fostered a general awarecnesc of the problems but

African experts are wondering whether it will not now start to mark

time if the developed countries maintain their present position.

CORCLUSTONS

C-15 The failure of UHCTAD, the creation of which had raised
great hopes in the Third World, has led the Drafting Committee

te give the subject further consideraticrie

C-16 It appears that internztional diplomacy is dominated by the
great powers and the United Hationg Organization and its institutions
heve been relegated to the background in the struggle for peace

and economic progress for manki:d so that it cannot tackie the

problem of poverty and under-development boldly and effectivelys

In fact it can be gaid that all the major political, economic, monetary
and financial problems are gettled outside tiie UN. And thie only
countries that have been able to gain admittacce to the suprper-powers!
club and obtain tangible results are those with considerable "welght?
either economically speaking or in military terms, either becausc of

their inherent size or through regional econonmic groupings. Unfortuastely,
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in face of this concentration of powers by the wealthy cocuntriecs,
the developing countries hove not adopted an effective common
front andé confine themselves to solemn declarations a2t internavicnol
gatherings. In foact they nake no effective change in the inter-
notional situction which, baged as it is cu exbremely rapid
technical progress by the developed countries can only result in
the final eneclysis, in gtill more uneven distributicn, thus

widening the gap separating the rich from the poor countrics,.

C-17 dithout geriocusly seeking to influence the working of this
system, the developing countrics recommend the organization of trade
between developing regions whereas this proposal cannot possibly be
implemented under the prescnt domination of developed countries
since vertical relstions in their existing form constitute one of
the most serious obstacles to horizontal trade both between deve~

loping regions and between develosing countries of the same regione.

C-18 All this means that the proliferation of internctionsl
meetings ic unlilkely to achieve any concreste regults for the
developing countrics in general or for African countries in parti-
cular, until the deay these countries come together to form regional
econonic catities, the size and weight of which will commznd respect
and, at ths same time, take neasuresg o modify existing vertical
rclaticnse They will then be cble to express their views on world

zffairs and these views will be tzlkken into accounte.

c=-190 But before this final stage is attained, there will have
to be 2 minimum coherence of zttitudes and nirnimunm golidarity
which will engble them to obtzin more eguitable remuncration for
their work through zn increazse in the prices of their products,
O0il-producing countries heve gives an ex lent example in this

respecte.

And that is why the African ccuntries should advance

progressively towards autocentric developnent, which by ne means
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implies that they should rotreat into splendid isolation but rather
that they shoule reduce their depcndence on the outside world,
especially by creating the canital and intermediate goods indus
and supnlying themselveg with the specizlized services for all
of which they now depend so much on imports from the developed
countries.

Alchough the road towards a redical chenge in the situation

€ surecly lies i

s

the African countries may now be a rough one,
gtepping sz the nace of intra~regional co-operation, reducing external
denendence and stimulatiag Sevelopment thanks to the brozfer scone

thus offared to our »roducte.

€~20 But sueh a change will recuire a change of attitudes an

3

I

nercentions, nartlcular¢y the recognition that, as the Buronear

7

States Ciscovered, there is more to be gained by collaboration
a

E

ant¢ mutual concessions than by ivaTPy ang. that beggar-ny-neighbour

nolicies are in the long run scelf-defeating,



SECTION 1II

MULTILATERAL TRADE NEGOTIATIONS, AID AND DEVELOFMENT
FINANCING, IMPLICATIONS FOR AFRICA OF THE
ENLARGEMENT OF THE EUROPEAN ECONOMIC COMMUNITY



SECTION II

PART 1

MULTILATERAL TRADE NEGOTIATIONS



Multilateral trade negotiations

1, The context

D-1 Immedizstely after ths last war, the Yestern countrics

made strenuous efforts to organize traode culninating in the

Havona Charter, which did not become operstive beczuse of the
American Sencte's refusal to retify it, GATT (the General

Agreement on Tariffs and Trade) was set up in its place and has

been the subject of several intermnaticnel rounds of negotiations:
Geneva (1947), Annecy (1949), Torcuay (1651), Geneva (1956},

Geneva (1960/1067)., 48 countries including 19 developing ones -

out of which only threc werc African countries, Nigeria, Maleowi

a2nd Sierra Leonel -~ participated in those important and long-
lasting negotiations generally known as the "Kennedy round of tolks",
Yet more than threc—~ouarters of the developing countries' exports
and more than 90% of those of African countries are absorbed by

the developed countries which do not absorb ocur entire productions
since they nevertheless srect 211 sorts of barriers in addition

to normal customs tariff ogeoinst them. But in 1958 2 study by Profes~
sor Haberler on the trends in world trade emphasized the fact that
the relatively slow growth of the developing countries! shaore of
vorld trade was mainly duc to tariff barricrs crected by the developed
countries., In 1963, 2 programme of action was drawn ur including
various measurces designed to reduce guantitstive restrictions on
commodities from developing countries, The free entry of tropical
products wae to come into effect before the end of 1963, In this

respact custom duties on semi-finished products from developing

1/ Evaluation of the cffects of the Keanedy round of talks
~ on tariff obstacles, United Hations, 1968,
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countries were to drop by 50% over the three subseguent years
and customs duties ond internal texes on products were to be

steadily reduced leading te {heir total elimination.

D~2 Ten years have since clapsed without concrete results.

Despite successive disappointments on the part of developing countries
preference schemes have tendad to reise some hopes, gquickly dashed,
however, because in addition to tariff barriers, there have been
other subtle obstacles, the background to which will be dealt with
below,

2. The preconditions for African participation

D23 It is not a2 proof of pessimism to state that it was an

attempt to attenuate the bitterness felt by the developing countries
that induced the develcoped countries to declare in Santizgo that

they were prepared to open, a8 from 1973, within the framework

of GATT, & wvast series of multilateral negotiations aimed at further
expanding and liberalizing world trade os well as at improving

the standard of living of the peoples of the worlal/, Taking note

of this offer, the developing countries pointed out the limited
results achieved by the Kennedy round as far zs they were concerncd.
They put forward z number of objectives, and some of them justifiazbly
declared that their participation in the international negotiations
would depend on the preliminary definiticon by GATT of the procedures,
methode and technicues governing the Conference., The Drafting Committes

1/ Resolution 82 III of UNCTAD IIT mentioned above
Report of the 12th sessicn of the Trade and Development Bozrd
Geneva, 3-25 October 1972, TD/B/421., '
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is of the opinion that the expansion of world trade is propitiocus
to development., However, African countries should pay specizl

attention to the following points :

a) There is no point in attending intecrnational gatherings
with o view to participating ir genuinc discussions only
to be presented with unfamiliar procedures, techrnicues
and methods of work which cblige some of the participzants
to make hasty contributions after brief consultations
at meetings of grouos or sub-groups that are ill-eduiped
to deal with such questions. The African experts accordingly
think that GATT should mzke its intentions on these points
known beforchand so that cropossls could be examined

"at home"l by the African governmenis and regional bodies.

b) The General Agreement should be modified a2nd the proposzls
for modification should also be exanined at home., In foct,
the cuestion arisecas of whether the GATT regulastions and
its procedures for adopting decisions are still valid.
Should negotiations be conducted on 2 product by product
basis or on sets of produots or globally ? If they are to be
on a product by product basis, what should be the order
of priority ? We cannot ignore the fact that a failure
of negotiations regerding one product sometimes conditions
all the following negotistions znd consecuently the lot of
several develoring countries, Nor should we fbrget that the

weight of the..

1/ within Africa znd not in the corridors of conferences or similar

mneetings,.
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" financial implications of ecarlier decisions will

brought to bear on all subseguent negotiations and

all the more heavily as the negotiations tend to last
16nger. if the developing cpuntriés and the African
countries among themselves, do not take joint decisions
on these points beforehand they will act be abié to
maintain a coherent attitude as the negotiations are

pursued,

African countries should work together in advance on

GATT's objectives, on the nature of the questions to

" be referred to it and, in addition to the special

problem of preferences, they should attach equal im-
portance to the non-reciprocal concessions they wish

to claim and to non~tariff barriers.

The importance of a precise definition of objectives
can hardly ke over-emphasized because there is littie
point in agreeing on the liberation of world trade if
one or several African countries become the victims
of the mecasures involved i.e. if their positions

deteriorate as a result of the overall improvement,

The principle of compensation should. therefore be

-accepted and applied,

The African countries must also uphold the principle

of solidarity between all developing countries; with

. particular emphasis on thosc which are not members of

GATT and are therefore likely to be the victius of

. discrimination.



D-4 Another problem is that of financial and technical
assistance the developing countries may require to enable them
to negotiate more cffectively. It seemed clear to the Drafting
Committee that the African countries should rely mainily on

African experts and organizations to define and defend their

positions,
3. The implications of the liberalization of international trade
-5 Following the Kennedy Round of negotiations which, as we

have seen, achieved little for the developing countries in general
and the African countries in particular, it is hoped that the

next round of multilateral ﬁrade negotiations will study new
~liberalization measures that take the interests of the developing
countries into account, The various problems to be discusscd

cdnclude:

A - Preferences

B ~ llon~tariff barriers

{
A Preferences and non—recigrocitg\l)
D-6 The origins of preferences can be found in the organization

of the colonial empires which lasted from the nineteenth century
uhﬁil the Afric#n countries attained independence, In order to
proniote industrial expansion in Eurcope the colonial powers,
particularly England and France, each built cuétoms barriers
around their colonies, Only their products wéere allowed in duty-
freé té begin with and later on, once a local administration had
been set up, at rates that were very low compared with products

originating clsewhere, This was known as "imperial prefercnce”,

(1) The problem of preferences within the GATT framework is linked
with the whole qucestion of relations between Africa and the
EEC,:; Ve shall deal here with the general aspects of the
problem while relations between the European Community and
Africa will be examined below, cf. ADB/OAU/ECA/CONFMIN/SC/V6.
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D=7 As the African countries gained their independence and
began drawing up their own policies for development, the problem

of access of African products to the developed countries! markets

~ arose, But the policy the.European countries had applied to
Africa for over a century because it was clearly the best way

of supporting their industrial expansion no longer seemed appli-
cable when it was a question of promoting African development,

Only in 1971 was there the first, timid acceptance of the principle

of generalized preferences,

D-& It is true that, with the signing of the Yaoundé Agreement,
the EEC countries had already granted gspecial preferences to somc
of the agricultural products from the eighteen Associated States
but only four products were affected: coffee, cocoa, bananas and

groundnut and palm oil,

D=9 The Arusha Agreement and the Commonwealth agreements in
their turn offer a few exanples of special preferences, However,

- the concept of special preférences is rather ambiguous as it may
relate to a product or limited number of products, or to a country

or limited number of countries,

D=10 The advantage allowed may consist of a customs tariff that
ig reduced in relation to the same product impoerted from a
different country or of an increase in the permitted quotas or
else it may take the form of various other.incentives. In the
.end; all these advantages have the sameroﬁjeétive; namely to
provide more ready access to a market for a product from a given
country, N



1) Generalized preferences

- D=11 The principle of a generalization of prefefencés was
asserted when industrialization was beginning in thé.déveloping

- countries, particularly in Latin AmeriCa; and théir”finished

and semi~-finished manufactured products, owing to‘relati?ely
higher production costs and the limited size of national markets,
neceded an outlet to the foreign markets of the developed countries,
However, they came up against numerous obstacles, including
customs tariff,. The Algiers Charter accordingly recommended
that while awaiting the adoption of a gencralized system of pre-
ferences the developed countries should make'suitable_changes in
their tariff nomenclaturcs to facilitate duty-frec entry of

products exported by the developing countries,

D-12 The generalized system of preferences should; in principle,
be extended to all the developing countries and to all their
products but the developed countrices made it clear from the
outset that it could be applied only to the manufactured and
semi-manufactured products in chapters 25 ﬁo 49 of'the‘Brussels
nomenclature, Hence primary commodities were excluded in

principle,

D-13 As the level of industrializatibn in the developing
African countries was low and they had few manufactured or scemi-
manufactured products tc export to the developed countries, the
impact’of"the'syétem of generalized preférences on these countries
" does not appear likely to be very marked and the possible bene-
ficiaries, at the present stage, will be certain Latin America

and Asian countries,
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D14 " The second principle of the generalized system of pre-
ferences is that it is without reciprocity, ie.eos it does not
necessarily entail reverse prefercences.

D=15 Lastly, the developed countries granting prefercnces
should do so without z safeguard clause, ‘

D=16 The generalized system of preferences is highly complex
because, instead of a standardized scheme for all the developed
countries, cach preference~granting country has worked ocut its
own scheme, In short, the Committee feels that nothing could
really be less generalized than the sowcalled generalized system
of preferences and that at best it is a euphewism if the content
of the concept is coansidered,

D=17 = Tt is true that 18 market-economy countries have kegun
to apply a system of preferences, including Australia since as far
back as 1966, the EEC since ! July 1971, followed by Japan and
Norwaye On 1 January 1672, it was the turn of the United Kingdomn,
Sweden, Denmark, Finland, New Zealand, Hungary and Czechoslovakia
and, a few months later, of SBwitzerland and Austria, After being
favourable to the system at the outset, the United States admini-
stration was reluctant to present the project for ratification
owing to the powerful protectionist lobby in the US Congress,
Since then, owing to the dollar difficulties bound up with the
chronic deficit of the balance of payments of that country, the
wave of protectionism has now reached the adrmdinistrations. As a
result, the possibility of granting generalized preferences is
related to the gemeral problem of reverse preferences which are
discussed below, Since 1065, the USSR has allowed the duty=free
entry of all products from the developing countriese
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D-18 The scope of the system of preferences offered by the
developed market—-economy countries is outlined below:

a) The preferences offered apply only to manufactured
and semi-manufactured products with the exception
of the EEC, which allows benefits to certain’products
from African countries that are parties to the Yaoundeé
and Arusha Agrecments, Bubt it is a well known fact
that the advantages for these products are 1imited
by the Common Market'!s common agricultural policy

(quantitative ceiling and tariff quota).

With respect to manufactured goods, the developed

countries are bringing the cescape clause into play.

b) With the exception of the Common Market which, as
already stated, grants preferences to the producis
in chapters 25 to 9¢ of the Brussels nomenclature,

all the other countries draw up lists of exceptions:

- Austria excludes starch-based produets (BN
chapters 33 and 39) as well as certain albuminoid
materials (ch. 35).

~ Canada excludes various textile articles, gloves

and elastic Dbraid.

- - Ireland excludes superphosphates, leather and

footwear, brushes and brooms and some textiles.

~ Japan excludes petroleum derivates, hides,

-clothes; plywood and footwear.

-~ The United States excluded (from the system it
was proposing to offer} footwear, petroleum and
its derivates,
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~ The United Kingdonm exciudes szlcohecl, nmatches
and hydrocarbon oils. ' _
- Switzerland cxcludzs petroleum products, engines

and gpare parts for vchicles.

2) Reserve preferences

D-190 As opposed to direct mreferences, reversec preferences

are these granted by z developing country to a developing country.
Irrespective of whether they are special or general in character,

they steem dircctly from imperial preferences, The special

preference systems already discussed, such zs those under the
Yaoundé and Arushe Agreements or for certein Commonwealth countries,

grant reverse preferences to the respective developed countries,

D-20 Some experts in the develeped countrics consider that the
reverse preferences which deveioping countries grant to some
developed countries zre of marginal importance. An unpublished
study of UNCTAD apparently has come to the szme conclusion
raegarding thz reverse preferencos which the African Commonwealth
ccuntries grant to the United KlnngEF/ There are two reasons
for this: the limited size of the preferences themselves and the

fact that Ghana a2nd Nigeriz do not grant reverse preferences.

D=-21 However, the discussions in GATT as far as African countries
are concerned will most probably be shaped by the position of the
United States on reverse preferences and the concessions which the

Comnon Market countries are prepared to make on it.

1/ UNCTAD : The Economic Consegucences of Reverse Prefersncos -
Nov, 1968, mimeographed ~ Quoted by Dr, Keith E, Jay
in "Afr1c~" the Enlargement of the EEC and Preferences"
Dell



o i e BN ko

L g e Y rar o Ko 5

- 32 -

On the whole, the Committee is of the opinion that Africa

shonld not grant reverse prefercences,

B. Hon-tariff obstacles and restrictive business nractices

D-22 The devecloped countries have a whole arsenal of non-tariff
obatacles and restrictive business practices to prevent the
nroducts of the developing countries over znd above certain quantitics

- from geining scczses to their markets,

D=23 A detailed rcoort by the UNCTAD Sccretariat dated 31 January
1972 sets forth an impregsive list of non-tariff obstacles which

have been identified. These incliude: quotas and licensing agrecments,
limitations on exports (previocusly kanown =zs "voluntary limitations on
exports" inzsmuch z2s they were decided on by the developing cocuntries
at the request of, or under pressure from, the developed countries),
enbargos or nrohibitions imposcé on exports, purchasing policies
within countries, regulstions governing the local-product content,
variable levies and additional import duty, deposit of funds

priér to importing, cobligetions, anti-dumping duty, compensating
duty, cradit restrictions, direct or indirect subsidies, quantita-
tive limitations on marketing, regulations governing packaging

and Iabelling, health regulestions and safety standards, tax

measures, custom formalities and so on,

D-24 Studies hzve been conducted into restrictive busincss

practices in some countries, including the United States,

Federal Germany, the United Kingdom, Indies, Australiz, Japen,

the Philippines etcss
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D=25 Agrezements and carvels and mnultinstional companice zre

often very active in establishing restrictive busincess sractices.

Similarly, thc many forms of patents aﬂc trademarks arc obstacles
ol

2251 - 1as Ly o cts oxnort
that can easily be seen placed in tne way of products and oxwports

from tic developing countries.

D=26 Ltfter exzmining tho problem of ﬂon~tar iff obstacloes as a
whole, the Committec addressed itself to the individusl cascs
of the developed countrics, According to a study carrisd out

-~

by the UNCTAD Secretariat on the basis of the statis

s

tical data
for 1968, of the 18 developed market-cconomy countrics which
have set up non-tariff obstecles, thce order of decreasing in-
portance is as follow ¢t France, Federal Republic of Germany,
Italy, Japan, Denmark, Finland, the Benelux countrics, justria,
Ircland, Norway, thc United States and Switzerland, In the
case of France, the applicetion of these mecasures is discrimina-
tory in that products from the franc arcea are less penalized -

than the others,

D-27 According to the study, France applied diffcerent forus

of restrictions to 36 processed agricultural products, 14 textile
products and 14 petroleum products; Federal Cermany to 28 processeé
agricultural products and 7 manufactured articles inclucing
textiles; Benclux to 22 processed agricultursl products; the
United Kingdom to 12 commoditics cut of the 17 covered by Ghe
study; the United States to 15 products and so on,

D-28 Even when the developed countrics grent preforonces, naay
products arce subject to domestic taxation, Although preferences

havs oeen groaced toe the

D

ascseiched Africon counmtries in rasoseet of

Ay

che four o for commoditices mentionad h,ﬂvu, an idea of the Lotbeal

volume of taxes and customs duties imposed on certzin coumodities

can be gained frow the following table which reiated to 1660,
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Revenue from domestic fiscal baxes® and cugtoms

bt e e N 5 o i 257 £ i AR T AV

duties®¥ jmpcosed on certzin commodifies by

the main incdustriagl courniries in 196G
{in milliong of US &)

Petroleoun !
o~ i
o g alay - Tean Gananss ?‘—k—
Lo Aas LOCGa L3z Laiialia pre@role’-‘lﬂl
profucts
E4B,C.
Domestic taxes 456G i0 io Al 8,145
Customs duties 55 19 4 10 11
Belgzium
Domesbtic taxes 5 .o e .o 418
of Germanv
Domestic taxes 283 .o i0 - 2,650
France ﬁ/
. 2 b
Domestic taxes 51 “- ou'/ ‘e 2,243
Italy
Domestic taxes 120 i0 - 44 2,392
Hetherlands
Domestic taxes . . .- .n ¥
Japan
Domestic taxes 5 . .o ool 1,227
Customs duties - 1 & 59) 226
United Kingdom
Domestic taxes - - .. st 3,000
Customs duties 2 - - L)
United States
Domestic taxes ' - - ~ - 5,516
Customs duties - 3 - - 75

Source: UHCTAD document TD/il5
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Not including EEC general taxes on sales and turnover
and value added taxes, o S .

Generally speaking, tariff revenue has been estimated
by applying the gd valorem rates in force in 1969 to the
1969 value of dutiable imports. : .

This'figure relates to 1967 since when the "single tax
on teas and coffees" has been replaced by added "value
taxes, It includes fiscal revenue from indirect taxes
on tea, :

inqluded in the figuré given for coffee,
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D=29 Affer having exanined non-tariff obstacles and restrictive
business practices, the Committee came to the conclusion that an
enquiry could be conducted in the developed countries to shed more
light on theﬁ, but that little success would be achieved by crying
to remove such obstaecles piecemeal., The problem is rather one of

goodwill cn the part of the developed countries,

n-30 Within GATT, the African countries should reach agreement
among thenselves so as to find ocut very precisely what the real
purpcse of the developed countries is, what liberalization
measures they intend to provose and what the implications of

such neasures will be for Africa.

4. COMMODITY AGREEMENTS

D=3t There is no longer any mystery about the tendency for the
prices of primary commodities, which are very responsive to market
conditions, to decline and the economic literature on the subject
is, to say the least, impressive. The tendency for the price of
industrial products to rise causes a relative decline in the
purchasing power of the producers of prinary products, which is

reflected in the deterioration of the terms of trade.

D-32 "Then the prices of iandustrial products in the developed
countries rise under the effects of inflation for which the

developed countries themsclves are responsible, there is nothing

to justify imposing such increases on the developing countries.

D-33 Attempts have therefore been made to stabilize cormmodity
prices, although it is curious that, at th? gsante time, nothing
has been done, or seeng lilkely to be done, to hold down the prices

of the industrial products inported by the developing countrics.
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D-34 Experience has shown that there is little likelihood of
achieving even the comnodity price stabilization the developihg
_countries are asking for as a nininun gesture., The following

| table shows to what extent the foreign earnings of the African
countries are dependent on one or two primary commodities:
77.8% of Chadls export earnings are from cotton; 57% of
Sencgalls income from groundnuts; 66% of Ghanals fron cocoaj
.148% of Ugandals from coffce; 46% of Egyptis fron cotton.
‘Coffec, cocoa and timber account for 73.1% of Ivory Coastis

exports,
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THE . SHARE OF MAJOR AGRTICULTURAL PRODUCTS

IN T TOTAL EXPORT EARNINGS OF SELECTED AFRICAM COUNTRIES
1967 - 1971 {(in %)
Country 1967-1971 of which
averages _
Somalia 88.0 Live animals 53.6
Bananas 28,1
Hides and skins 6.3
Ethiopia 83.1 Coffee "57.3
‘ Hides and skins 0.4
Cereals /745
0il secds 8.9
Chad 77 .8 Cotton
Ghana 76 .6 Cacao 66,0
Wood 10.6
Sudan 76 .4 Cotton 60.2
Gum 9-4
Groundnuts 6.8
Ivory Coast 73.1 Coffec 31,6
' Tlaod 22,73
Caczo 16.2
Uganda 71.1 Coffee A8.2
Cotton 18.0
Tea 409
Malawi 67.2 Tobacco 20,3
Tea 22.0
Groundnuts 11,9
Cotton 4,0
Cameroon 60.4 Cacao 24.1
Coffece 24 ,4
Cotton 5.0
Common wood 6.9
Egypt 58,6 Cotton 46 .0
Rice 12.6
Sencgal 57.C Groundnuts and oil
* Niger 56,1 Groundmiks
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THE SHARE OF MAJOR AGRICULTURAL PRODUCTS
IN THE TOTAL EXPORT EARNINGS OF SELECTED AFRICAN COUNTRIES
1967 - 1671 (in %)

{continued)
1967-1971
Country avcerages of whichs

Togo 55.5 Cacaa 32.5
Ccffee 15.6
P=1ix nuts 4.7
Cotton 2.7

l{adagascar 53.0 Coffee 28.9
Vanilla 8.7
Rice 7.8
Sugar 5.2
Sisal 2.4

. Congo 52.4 Woods

Mali 44 .8 Fish i1.,3
Cotton 21.5
Groundnuts i2.0

Central African Rep. 40,8 Cotton 21.9
Coffee 18.9

Dahomey 40,8 Palm nroducts

¥igeria 38.3 Cacao 18.1
Groundnuts and oil 13.0
Palmnuts and oil 3.4
Rubber 2.3
Cotton 1.5

Tanzania 37.4 Coffce 14.3
Cotton 13.9
Sisal 0.2

Kenya 31.0 Coffee 18,2
Teza 1005
SiSal 2-3

Tunisia 20.3 Olive oil 13.2
Citrus fruit 2.9
Tline 4,2

Source : Computed from export data in IIMF Internaticonal Financial

Statistics,

January 1973,
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D-35 However, conmprchensive effcrts covering 2ll commodities

chould not grevest smpecific scluticas from beirg sought for esch

&
individusl commoditye. This will admittedly +olie some comsiderchle
c be recurcde.

vine, but z few resuits

g

D-36 In this conirexion, tihie methods usually zxplorcd ore as
. AY
followa: (1)

- the cxuert quotac syoten (for coffec ond sugar);

- buffer stocks {(for tin);

-~ multilateral contracts (for sugar and wheat);

- supervision of the mariketing of surpluses and rcoorve

- commedity cgroementse
D-37 - Quotas arc generally used as 2 method of limiting supplies
after a good harvest. llost agreeaents {the Coffee Agreement, the

1968 Sugar Agreement, the Tin Agrecment) £ix z basic cxport quota
for cach cwporting country. In certazin cases the quotas cen be
greogregsive and special arrangenents may be included to tale into
account the »ogition of develooing countricoe. If some of the
signatorics cannot supply their whole guotsa, this gives rise to

2 deficit which can be redistributed among the other exporters

cithough the wholce deficit is not pecesgarily so distributed.
In 1960 thie sugar deficit was 800,000 tons aznd in 1070 it anounied
to 820,000 tons, only 45,000 tong of which were shared out onong

L

the other exporters.

D-38 Buffer stecls are often combined witl: the guobo systeme
Once a2n Interncticnal Board has been seb u» for 2 given product,

it establiches & buffer sgtock which is managed by = Stoci Mancger

(1) For further details, sce documen’ TD/12¢
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under the instructions of the Board, The Manager has at his
disposal a "price stabilization fund" which he can use to buy

or sell on the current or forward market, depending on the
prevailing prices, In theory, when production and demand arc
both fluctusting a minimua price and a maximun price are decided
upon and the aim is to maintain an average price somcwhere betwoeen
the two. “Then stocks are exhausted, prices tond to reach or

even excecd the setb maximum. The only commedity for which a
buffer-~stock systen is now operating is tin,

D-39 Muitilateral contraets are arrangements limited to the

contracting parties, i.c. the exporters on one side and the

importers on the other, They operate as follows:

- Each exporter agrcees to supply a given quantity of

the product at a price not excceceding the naxinmum price;

-~ Each importer agrces to buy a given quantity at a

price not lower than the minimum price,

Obviously, the quantities sold and the quantities purchased
nust be identical.

D-40 Supervision of the nmarketi of surpiuses asnd reserve stocks:
sonte developed countries have a tendency to offer their surpluses
or reserve stocks for salce on the markets, thus bringing prices

down and harming the developing countries, HMachinery for
supervision is therefore neecded,

OBSERVATIONS ON CERTAULN COMMODITIES EXPORTED BY AFRICAN COUNTRIES

Coffee

D-41 The coffee market is an extremely important aone as can
be seen from the fact that the annuzl turnover is 2.5 thousand

million dollars, Three countries, Brazil, Cclombia and Ivory
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Cozot, cxmort half the anaual volume so0ide. Betwoen 1667 and
19071 coffeec provided = high aversge percentage of the cxport
carnings of tice African »rcducer counirices : 31.6% for Ivery Coact,
57 3% for Ethiopia, 48.2% for Uganda, 24.4% for Comcroon, 15.6% for
Toge, 28.9% for Hada

ané 18.2% for Kenya.

Sascar, % bata Cof‘;.R, 1/,.3% fer Tonzania

De-AZ Thae oroblom of omrice stebilization has been ¢Ff corncern

©o these countrics for gome tine. The first Interaatioanal

Coffce Agreczment wos signed in 160602 whea prices hzd dropped

as a resull cf over-productione In addition tc mecasures aimed

at enguring steble prices, a diversificgtion »rogramme for coffec-
oroeducing countries was drawn udpe The Agreemen®t was renewed in

1068 but in 1871 differences zrcsc among the producers with regerd
tc pricing pelicies. In February 1671 Brazil lowered its prices

by 12 cents mer lbe cauging sricesz to plummet below the doum

thet had been fixed, TFhz result wos o reducticn in quotas for 211

D-42 hs 211 attenpis to coucliude ¢ new ogreement

gy

i

ciled, the
International Coffee Orgarizotion tried Lo hicve the 1668 Agrcement
renewed in Februsry but ncet sbservers cre rather gesgimistic

chout the outcomc.

Cocoao

D=A4 The main feacure of the world cocor market is the
fluctuation of orices causced by srpeculoticne

D=45% The proportion of sxpors ecarnings orovided by cocoa is

very high in certain Africon countries 2s can be geen from the

Following cverages for the period 1967-2971: 66% for Gheoneo,
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32.5% for Togo, 24.1% for Cameroon, 19,2% for Ivory Coast, 18,1%
for Nigeria, 70% of world production comes from African
countries and, as far as exports are concérned, Ghana and Nigeria

alone produced 52% of the quantities exported in 1968,

D-46 The main importers arc the ZEC and the United States,
followed by the United Kingdom, Denmark, Norway and Ireland,

The EEC imports nearly half the quantity it consumes from the
associzted African and Malagasy States while Italy buys morce than

half its imports from Commonwcalth countries,

D-47 An international agrecment signed in Gencva is expected

to come into forece on 30 June 1973, The agreement has been
ratified by importing countries representing 69,83% of importers
instead of the expected 70% and has been signed by five counbries
representing at least 80% of exporters. But it is worth noting
that the agrecment has not been signed by the USA which is the
second largest importer after the EEC (218 tons in 1969 as against
334,000 tons by EEC for the same year).

0il products

Df48' The market for“oil products is aone of the most compiei
markets where there is keen competition between these pro&udté
and with the increasingly number of substitutes resulting from
the advances in the chemical industry, The developed countries
have substantially increased their production of soya-bean, rape-
seed and sunflower—seed cils with the result that there has been
tremendous increase in trade between the industrialized countries

over the past few years to the detriment of developing couhﬁfies.
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D~49 Jith regard to African oil products the following remarks

can be made:!

- The share of groundnuts in world oil-seed exports
has been decreasing yearly from an average of 28,2%
between 1961-1663 to 16.7% in 1969.  As the EEC
imports 80% of the world total, the persistent drought
that has prevailed, especially in Senegal, during the
last few years has been one of the factors leading to

a drop in its dimports,

- The palm oil market on the other hand seems to have ' . -
better prospects at least in the short term, because
of the BEC!'s requirements which have constantly exceeded
supplies during the last few years (FAO study group and
UNCTAD Secretariat),

D=50 This would explain EDF's efforts to promote the extension.
of palm plantations in certain African countries. Nigeria,
Ivory Coast, Zaire, Dahomey and Cameroon will therefore not meet
major difficulties in finding outlets for their production in

Eurcpe in the first instance but, since the same operations are

envisaged in Latin America, Indonesia and Malaysia, world exports

scem likely to increase 4-fold between now and 1980, = Unless

demand increases at 2 similar rate, the futurc of palm oils

hardly scemg assurcd,

D—51- " thile the African associated and associable countries!
production of ccprg and copra oil is still insufficient to meet

the EEC countries! needs, the market for paim oil and palum-kerne

0il, on the other hand, is practically saturated. With regard

to copra, it is worth noting in any case that the market is
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dominated by the Philippines which provide 50% of the world's
supply and that if generalized preferences are applied and non-~
tariff barriers climinated, the possibilities now open to African
countries may quickly melt away. Although within the Ccmmon
Market; oil-sceds are in principle not affected by customs duties,
there is a certain azmount of protection for edible oils, In

the United Kingdom on the othor hand, customs duties are quite
high (10 to 15%). -

Bananas

D~52 The FAO Study group has given close attention to the
problem of bananas, In 1969, production was estimated at 26
millicon tons of which nearly 6 million tons were sold on world
markets,

D=53 The major African producing countries, Cameroon, Ivory
Coast, Madagascar and Sowalia, export about 300,000 tons to
EBurope where competition comes particularly from Martinigque
and Guadeloupe (France) and from Jamaica and the Leeward Isles
(United Kingdom), From the point of view of consumption,
Federal Germany comes first within the EEC whose imports are

increasing steadily and rapidiy,

Cotton

Dw54 Although cotton is the cssentizl product of some African
countries,~ C.A.R,, Egypt - African production on the whole is
relatively low in terms of world production of which only one-

third is exported, the rest being used in the producing countries,

The main difficulty involving cotton is thoe competition

it faces from synthetic products,



CONCLUSIONS

D-55 TTrith regard to the African countries! stand on the muiti-

lateral trade negotiations, whose importance has been considered

above, the Comittec wishes tc suggest the following mcasures:

1)

If possible before the GATT neelbing or in any casc

st the opening session, the African countries should
mzke a declaration requesting the developed countrics
and GATT to lay down a precise definition of the
objectives, techniques and mcdalities of the negotia=-

tions,

.For'instance; will groups of producers of the same
commodity be confronted with cach one of the developed

consumer countries?

Will the negotistions be directed towards sccuring the
stabiiization of prices and pricc increases or, on the
contrary, towards maximizing the expected income from

the marketing of commodities, it being understood that
such maximization could result from an extension of

markets?

1ill an attempt finally be made to do away with 211
non-tariff barricrs and restrictive business practices

that impede access to the develogped countries! markets?

7ill the problem of diversification be discussed not
so much in conventional terms of switching from one
conmodity Lo another, as in terms of vertical diversi-
fication enabling the developing countries to process
their products through all possible stages before they

are exported?



2)

3)
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5)
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wWill an attempt be nmade to seek an international

producer/consuner agreement for cach comodity?

7111 negotiations be conducted om a product-by~product

basis or will they be tackled on a comprchensive basis?

The developed countries and GATT wili have to make

their position on reverse preforences very clear,

since it is extremely likely that the forthconing
meeting will be the ocecasion for a confrontetion
between the major powers, The African countries

should not have to bear the cost of this power struggley

which has nothing to do with them,

The African countries should reguest a review of The
General Agreement and should press for inclusion in
the agpreemecnt of clear definitions of the objectives,

techniques and modalities of the negobiations.,

The African countries should insist on unqualified
non~reciproecity between developed and developing
countries as a negotiating principle; this excludes
congsideration of che new concept of relative reciprocity,
which appears to be a denial of non-reciprocity under

a new guise,

The African countries, with the aid of African
institutions including, in particular, OAU, ADB and
5CA, should speed up preparations for the forthconing
negotiations, draw up a full 1list of products on which
negotiaticns arc to be conducted, and find out from
GATT in good time the developed countries! intentions

on all these fundamentzl points.
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SECTICN IIX

PART‘II

AID AND DEVELOPMZNT FINANCING



BEml he concept of foreign aid, which aade its first
appearance on the international scene after the last worid war
only assumed imporcance, as far as Africz was concerned, after
independence when tihe colonial administrations were replzced

by African govermments, Assuaption of responsibility by the
Africans themselves was accompanied by anew burdens and in
particular by a new cthiec of development, the cost of wihich
seemed, in the esarly years, to be disproportionate to the meagfe

rescurces of the young independent states.,

Ew=2 Because of the immense publicity it has received, zid
now seems Yo many pecople to be a normal, even indispensitle,
instrunent of development through the financial and technical
resources it transfers from developed to developing countries.
Donor countries and nmultilateral institutions periodically issue
impressive statistics of resources put at the disposal of African
countries, A large part of public opinion in the developed
countries then seizes the opportunity to cry out zgainst the
waste of aid resources. It is sometimes aduitted Chat effective
projects of an economic and social nature have recally becn
brought to fruition with the help of aid funds, but this in-
variably elicits the reply that such rescurces could be put to
egqually good ugse in the dopor countries which still have enclaves

of backwardness,

E=3 In considering the concept of aid, the Drafting Committee
first of all noted the ambiguity which is mainly responsible

for the confusion about aid, Tibor Mende has already pointed
out how this single word is used in 2z number of &Zfferent

ways to nmean, for instance, "the amount of financial helpn,
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Neffort", "assistance", "contributions', ctc, He has even
observed thot the amounts guoted are very often arbitrary
and depend on the astuteness of statisticisns of donor countries

in jugesling with dubious figures under the banner of generosity.

Ee=d The atteapt to give an accurate definition of 2id is
ingpired first of 2all by a desire for honcesty, but a false notion
of aid can even be dJangerous, inasmuch as il is a sourcc of mis-
understanding and as such it can jeopardize international co-

operation,

E=-5 iThile the whole idea of aid is being increasingly
contested in developed countries, the develeping countries too
are beginning to call into question the donors'! estimates and
motives, In order to caleculate aid granted by the D.ALC.

countries, OECD uses the following headings:

E~6 1) Official aid comprising:
- grants ond grant-like contributions
- bilateral lcans on concessionary terns

- contributions to multilateral orgenizations

2) Other contributions from the public sector conprisings

- bilaterasl contributiocns

- mnmultilateral contributions

3) Contributions of the privatc sector comprising:

~ direct investments
- bilateral peortfoclio investments
-~ multilateral portfolio investments

- expcrt credits



._51-..

B=7 First of 212 it is cicar that, as the Fearson report
stated, flows from the private sector can in no way be considered
as zid because these are investments madd vith 2 view to profit,
which would cease immediately if the investors began to have

doubts sbout the profitability ©f their operations,

BaB - A guick glance at the rest of the list shows that the
concept of zid thot preveils is highly questicnsble for certain
headings, the substance of which ranains somewhat lacking in

precision,

These observotions show that the concept of aid is
confused and smbiguous so tﬁat it might be preferable to use a
definition based on motivations, although this does ndt preclude
the use of other headings which would be given their real

significance,

E=9 . While therefore reserving its position on the definition
of aid accepted by the developed countries, the Drafting Comittee

turnced to the probleas of aid to develbping Africa,

E=10 f a study is made of official aid granted to African
countries from 1960 to 1970, it can be seen that the figures

are very low compared with Africatls necds.

Thus, for instance, the per caput aicd per annum granted
cduring this period by the DAC countries, smounted to $2.9 for
Zgypt and Kenya, $2.,1 for Tanzania, $3.8 for Mali, $5.9 for Zalire,
$7 for Liberia, $16.0 for Algeria ond $13 for Senegal, After
all, =2id can also be assessed in relation to needs, evon if it
involves somce sacrifice by the donor countries, The inecauslitiog
observed in Africe are found again in the distribution of =zid '

among the developing regions.
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=11 Averzge development aid per caput per year in certain

developing African countries during the past decade

Source : CECD ~ 1972 Review p., 100 to 104 in dollars per caput
] Aggregate total 1969 arants
of grants received Population per caput
{1960-1970) in millions per year
in miilion dollars
ALGERIA 2245.3 13.3 - 16.9
CAISEROOM 337.8 5.7 5.9
EGYPT 954.5 32,58 2.9
GUINEA ‘ 91.4 3.9 2.3
IVORY COAST 382.8 4.9 7.8
EEITYA 315.4 10.9 2,9
LIBERIA 105.7 1.5 7.0
LIBYA | 199.6 1.9 10.5
MALY 187.4 4.9 - 3.8
SEHEGAL . 494. 3 3.8 13.0
TLNZANTA 204.5 12.6 2.1 )
TUNISTA 641.1 4.9 i3.8
ZLIRE 1047.5 17.9 5.9
w
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Bew 12 NET RECEIPTS OF OFFICIAL DEVELOPHENT ATD BY COUNTRY AND SOURCE
{annual averages 1§69~1971)

Source ' QECD -~ 1972 Review ' ailllions US dollars
EILATERAL FWUTILATERAL TOTAL

Algeria 106,69 6.33 116,02
Botswana 12,00 3.2 15.23
Burundi 11,84 5.56 17 .40
Caiieroon 2G.47 22.45 51,02
Central Afeican Rep, 16.51 5.74 16.25
Chad 17 .0Q 8.42 25.42
Congo 10,76 $.27 20,03
Dahomey 12.26 6.27 18.63
Egypt 15.29 . 11.39 26 .68
Bthiopia 33.44 13.77 47 .21
Gabon 15,10 5.258 20,35
Ganbia 2,26 - 033 2.59
Ghana 53.87 7.39 61.26
Guinea 8,090 16 .81 24.90
Ivory Coast 37.84 17.65 55.49
Kenya 49,12 22,13 71.25
Lesotho 9.83 2.96 12.7¢
Liberia 12,02 3.52 15,54
Libya 3.45 1,78 5.23
Malagasy Republic 28,07 20,00 48,07
Malawi 23,27 - 8.58 31.85
Mali 13.64 11,01 24.65
Mauritania 3.71 C.17 12,88
Mauritius 5.05 0.04 5.99
Morocco 88.31 16,25 104 .56
Niger . 25,36 9.42 34.78
Nigeria 82.44 34.10 116.54
Rwanda 16 .87 4.54 21.41
Senegal 21.36 19,02 50,38
Sierra Leone 7 .00 2,63 : .62
Somalia 20,26 8.75 3C.01
Sudan 0,21 10.9%4 11,15
Swaziland 5.36 1.12 . 6,48
Tanzania 38,15 15.01 53.16
Togo 9.11 8,14 17.25
Tunisia 97.52 23.72 121,24
Uganda 20,83 8.87 29,70
Upper Volta 14.92 10.01 24 .93
ZaTre 71.52 16,22 87.74
Zambia 15.11 5.08 20,190
Total 1,072.01 413.83 1,485.84

The average annual amount distributed to the 40 African
countries of the table over the past three years works out at
US $1,485.84 million, out of a total of US §7,551,.,17 million for
all developing countries, i,e, 19,68% of the total.

[,

Bilateral aid, which ite hw» &~
~a A - -
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1) Assessment of experience over the past decade gnd
Afpricz!'s requirsnencs

E-13 From 1969 to 1971, bilateral and multilateral official
aid flows to 40 African countries smounted to 1,485.84 million
dollars,  However, it should azbove all be nocted that this

suri is a net figure,

E-14 The Committee is of the opinion thaot, glthouéh errors

have been committeed in the utilization of certain zid funds,

it nevertheless has to be acknowledged that, in spite of all

sorts of difficulties, African countries have notable achievements
to their credit, In the period immediately after independence,
many African countries did not hzve the gualified personnel

needed to evaluate the economic and socizl value of projects and
to manage them, 1In fact, many of the decisions which are now
disparaged emanate from technical assistance personnel who were
often dubbed experts in fields where they were virtual ignoramuses,
This observation is in no way meant to belittle the undoubted
qualities of many other technical assistants whose merits our

countries have rightly appreciated,

E-15 Aid has been on the decline. After having agreed,
within the framework of the Intérnational Development Strategy,
to transfer resources to the deVeioping countries at tﬁe rate of
1% of their GNP Eefore 1975, the developed countries declared

in Santiago that they could no longer commit themselves to trans-

ferring 0.70% of the target before the period specified,

We are still far from the minimum growth rate of 6% which
the developing countries were expected to achieve at the end of
the past decade: the African countries scarcely attained an
aferage growth rate of 2%?in.1967;and of 4% in 1972, and even

worse, the economies of many African countries are losing ground,



F-ib, The ruestion of wheot Africz's nezds arc in financizl terms
is o difficult one bacguse thz znswer depends not only on what is
understood by nsed, but zlso on the meny changes which will
ertainly occur both intermetionsliy end ot the rogionzl lovel,

The extent to which technicel progress will bo transferred to
Lfrics, ths level of cducsztion and of growing swersnces of
nonulctions and the degres of ragional integrztion cre 211
fzotors which have o meriad effect on the pettern and rate of

econonic greuth,

5-17, If th2 gim of Africrn countrice is to cttedin = given
growth raote 2t the end of a2 given pariod 8 DO
estimate the rete of invsstment recuir

f

Although tho astimete czn only ke & vary rough spproxi-

mation, the resourcec reruired sro 2nCrnous.

A current method of calculstion zttcompts to determine the
savings gep by ovaluating tho external resourcas recuired to
carry out, for cxsmpls, #sn investmoent progremme within o
devclopment zlan. Other methods such zs the calculetion of the
foreipn esxchange gap arzs z2lso usad but 211 these mothods have one
featurs in common in thot they dzal with only 2 verv limited

aspect of thz problem of davelopment.

BE-18, fThe evclustionn of Africals recuirements in terms of
obizctives that sre not ambitiosus, but sre mzrsly mcant to omsure a
decont minimum stondard of living for the nopulstion, would work
out ta sums thst czn scarcely be grogspod and whieh it is neither

possible nor rezlistic €O eecl from outside the con winent,

E-19, It is now gznerelly recognizad thot Africs is lagging
behind in devslopment: contrary to latin America for instance,
the develoning Africesn countrizs or:z still lergely deficient in
tho economie and socizl infrastructurzs and levels of aducation

nesded to sustain a policy of sconomic growth., Vast sums will,



in fzct, hzve to be alloscatod to creating this infrastructure,

L ro invelvad will -—ot be reflected in

eny incroges in the zmroduct growtl: rete and yvot sueh expenditurs
cessary to supnort the devzloomant procsss, Perhens it is

izng and econonists have given un trying

als rbkazlute renuirenents and are nercly

content to evaluets tihom in the limited sense of thoe tern,
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E..20, But the African countrizce hevse to ke awere of the feet -
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2t Africgls recuiranments cpo

ger or the balesnce of payments deficit sven if, in the context
o

of day-to~day sconomic policy, it proves iamp
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thzse constrpoints into con

E-21, It is euits clear, theref

African countriecs, which zre slready sxporiencing snormous

difficulty iz solviag the problenm

restricted senso, ¢

resouvrcoes nceded to attain tergzto thet alone cs
T

n
decent ninirmm Iiving stzndard for the recples of Afrize,

E~2Z, In thegs circumstances, it becomes sssentizi for the
Africen countriscs to comsult togother, adopt zn inwsrd-looking
S ee]

gconomic policy and define z common stand on 211 nrobleus of

dovelomnment finesrcinge.

To this end, the Prafting Committoe wishes to draw attention

especially to the following:

{ Aid allocatiorn criteriz

Seal
i
o)

-
<2

E-23. It is ECkﬁOdl zdped thet the dsveloning countries allocat

2id on the basis of criteris which vary from time to time according

to the prevailing political doctrines. Generally, aid pllocation
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is based on the size of populstion
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6}

the absorntive czorcity of the country end its debi burden.

-

E-24, Eth rogeard to the lovel of developmont, which

[ R

S

{‘.)

custonarily described in terng of peor crput incomz, the general
tendency has been to give most help to the lzest developed countries
o

forgetting, #s8 for as Africs is ¢ arned, thoe basic preblam of

3

o
econonic znd socizl structurzs doealt with above. 2ut nobody lknows
£

it aopnezars evideont

P

how the above criteris zr:z combinced, sven i

W
i

that 2id should go to the most highly -opuleted countrize wit

the lowest standards of living,

BE-25,. Only recently, thce Pearson Rerort rscommendad that countries
vihich have proved their a2bility to manage their eoffzirs should be
encouraged further, In other words, 2id should be increzased for
countries which have reached the take-off stage znd which, with
sufficient help, will rapidly be able to ettain the stags of s=1f-

sustaining developnent.

ve capacity, which is linked with its

s

E-26, & cvountry'as zbsornt
degree of indebtedness, is only snother way of describing its
ability to ensure wminiman profitability for new externsl investments.
In fact, the size of ¢ country's market =nd its structurss set a

linit beyvond vhich investments ere no longer profitable,

E-27. The effcctiveness and implications of the difference forms of
2i¢ ~ bilstereal and multilsteral - arc subject to controversy,
Currcnt cpinion has it thet certain forms of zid =zre norc
congtraining than others. But in the Drafting Commitieels view,

the troditionsl relotions between some Africen céuntries and some

developed countrics ars so important that thoy ceonnot be neglected,

E-28, Political obizctions probably stem less from the form of
2id then from the determination of the assisted country to safe-
Fguard its dignity end independonce, The Drafting Committee
therefore considers thet the problem is one of deotermining

neasures which should be taken to encure z2id co-ordinstion in
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Africe s0 28 to safeguard the intsrests of the Africean countries,

nd cffectivencss of the diffeorent

(b}

E-26, The Drafting lommittec notzd thst one of the problems

connacted with z24id zricscs from the difficulty of assessing the

effectiveness of aid grented. hs orioritiss of developed donor
conntrizss are by no neans alw&ys the seme as those of rccipicnt
countriecs, The investme criteria choscr by the two nartis

s
nzy often be dismctrically onnoscde I 2oy casz, whaere invest-
nment decisions erce concerned, oven considergtion of verious

ritcria docs not slweys meke it noseible to reconcile development
2

ents and econonic cffectiveness, particularly when the latter

E-10 The Committea recognizes that this is ¢ difficult problem
o L] N & 3

"

i
hut it holds the view thet the developed countrics should, as far

28 pocesible. respact the c¢b Africar countries heve made in

=

b
full awarceness of their impli

E-31, Aid administrztion zlsc noses the difficult problem of
whether a donor country shoul
tihra conception, cxecution snd sdnministration of projzcts

financed by its aodid.

The conclusiom +o be drawn from the zbove cbeservations
cing the whole ides of adid in its oroper perspective,

the Africecn countrics should szek ways and mesns of obtaining an

1

increass in volume eand sm improvement in cuality with reference

n i
to development objectives rather taan to immedizte profitability,
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{(d) Debt

i
duc, however, less 49 2 menerszl lig"zeniﬁﬁ of the burden than t5 =
1670-72, there was =

ers necar the 1065-66 lcevel,

roeduction in the grovwth rate cf aid,

slight rise, but the figure ceme now

I

£-33, Acecording to rocont sta t

by th2 doveloning African countrice 2z at 31 Decomber 1970

amounted to 10,003.5 million dollars including 1,208 million in
C b

the form of sunnlisrs zen pointed out

i
thet nearly 75% of =211 grents ere reopaid in somce form. If thoey

zre ot to run into rious trouklc within 2 very short tinc, the

[
%
¥

3

o

fats
African countrics will to be offered mcans of relisving their

(..
lz-ul
m
ct
o
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3
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dz2bt burdens since ths eoging fron year to yesr 2s
tizd 21d compzls recipient countries to chisin their goodg and

services on non-conpatibtivs mearkets on very costly terms. IF

i
this problem is not dezlt with rewnidly, Africe will soon find
iteelf in the particulsrrly difficult situation other developing
c

regions have experion

2 - Tachnicel Assigtonce

E~34, After ten years of independence cnd exncoricnce of both
bilsteral and multileotorsl fechnical assistence, the Africen
countries should be able to zssess © <

of the latter. Tt is now zcknowladped that techndiecal
iz =2lmost never completely frze and imposes czrtzin bur
sssistad country. Furthermore, the troining of Africen staff over
gsome ten yezrs poses the problem of their employment in plezce of

technical assistsnce staff, Besides, some forme of “Wochnin-?

L

¥.

Crace within the fremorork of intrz-Africen co-o-zrztion
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con be cavisoged oo tust the countrice witih z surplus of training

goaff con maele bhe latbor avoileoblc e tie countrize in necd. Tl
this szpherc, an anpraisel of man-jpower recources in cll Che African
countrics will make it oecsiblc to find o pradusl celution 4o the

oroilaen of feoreign tecluzical cogistonce, tias purpose of widch,
C

—ub 2 oend to its

gpicong, io U

3 Other crternal sourcszg of fipancing
E-35. The Drafting Commitiee cousidercd first suppliers credits

%

whoge importance [as already been emphasizeds In 1970 such:
crecits o all the developing ccuntriss amounted to over 24
housand million dollars ond thelr rebte of increces over the

previous years hes been obout 12%e. Suppliers credites are granted

Ul )

‘at high dinterest rates, and very often thie Africon countrics are
£

perguaded o use them for finsncing wrolects which are not always

4

profitable,s Furthermor acking African gtalff troined in the

1
] g A A, T T - PR T 1 P I P R h._
relevent technigues, ti:e borrover coumtries de not cluweays heve
&

the meang of appraising - aztuazl ccalb of projecise

. !

E-36. Ls = first sten, therefore, measurcs could Lo envisaged Lo

[

Ca
reduce the recource o gurpliors credits; for example by wsing
1

SDRoe But Africaons shiould coll increcsingiy on African consulting

engineers o cupraice wrojcct coglbe sid help Otateg during ncegotiow
tiong onn the purchace of metoriszlse Iaiticslly, it sheuld be possible
-“ o

= 3
establish 2 continentrl congulting cugincers office wcrking inm
A
p*

cloge collesborotion with existing rogionsl insgtif

f\

E-37. With regeard to orivete foreign flcusg, the Draofiting
Committee adnite that such funde cre often necessary Sut dmsistso
that foredg: investors ghoulc roeopcet notionmal oric itizs as

defined officinlly by goveranentge in tholr developmont 2lancea
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Rapional co-operation should malko i+ possiblc to check and redusnc

the power of multingtionzl commenias which scem to be incroasingly

2hle to avede State control,

{

The Droafting Committes wishes to giro
reletions bhotwveen the Africen countrics and @
soncerncd, acoount should be talen of romatriatiosn of nrofits in

L

Y 2SSCEst ﬂcnt.o

f‘J

£ the. volunme aad offectiveness of aid., The figursc
v

r 1967 show, for cxuszmnlie, thet ocume naid out es in

.'*’

vortl: of intorest,

E-38. If thig figure {861./ million dolleors) is compared to the

2id grantzd by the European Economic Community to Africa during

the samc period, i,2. §18 nillion dollars, it becomes ovidoent
e

<het the problem shoul ongidered at the overall level of
relstions between countries ond thet tha concept of zid in the
c

gstrict sarsc of the dterm hes 1itdl: significance,.

Z-39. Afid to the African and lelagasy countrice in

rospect of the Jrd Lssociztion Agreencnt.

Scurce: EEC. Miscellaonsous H1lions of SDRe

Gifis 748

Spacial loans 80
EeXleBe lozme 514

Total ¢i8
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E-40, Tavestnont ravenue paid by the Lfricen counterics,

Sourcae

1967

Profise ‘ 118,0
Tintersst 120 ,4

bt

o
= O
~

~J

50543 1564.4
17743 {233.8

.
o Q

614.

24743

Total , 267.4 | 611,88 |682.6 [2¢8.2

861.4

4. Lopropriate tochnology for ‘dovelonmont
BE-dl, The Drefting Committce first observed thet Africa is

still mors technologiczcolly dopendent ©

then thwe other developing

regiong, The Commitice however stresses tiat the technicucs

uged todayr by the develoned countrics
countrizs bubt wores sometines borrowed

described os develoning.

did not originste in those
£

rom the regiors now

E-4A2, The Cormitiece furthor obscrved the inportant

technelogry plays in develenment and the
n

gap bobuzen Africs o

FCTe

Ted43. In view of tho fect thet thoe studr of tegL“ ologicel
and their trensfer is ¢ frirly recent bronch of reseerch, the
Drefihing Commitizc could not obtoin the data necded teo assesc
exzot cost involved in transforring technology to Africe, the
obgtaclcs which greveﬁt the Africen countrics from doveloping

5T

their ovm techni~uss and the lilzzlihoo

d of such technicucs

being soccented in the merizzts of the doveloped countric

the davclopment gan dowends very largoely on this technologicel

ever-ywidening technrological

d the develored countriecs ond concluded thet
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E-44. hwzre of thoe econonic implications of the transfer of
techoology, the Drefting Committes studied In dztezil the various

modag of transfor: the . commoreio

»

associatior with intornodiate producte, wider-range lmow-hisw in

rolation to staff trainins, the chonnels of multilatorzl companies,

licensing =zgrasments, nabtenbe, cde-marlzs ata,

F-45. Over the last dzosde, a1l the natents and licences uvsed
by the African countrics were of foreign osrigin and on the basis
of the fzv zveilable ghatistice, ths Comnittee weo struck by the
fest-rising cogt of toechmology transfers, Higerizc zlone smpent
13.8 million dollers in 16632 and 33,8 million dollars im 1968 in
resgsect of such transfars, The average znnual growth rote of
paymente for inported technology wes thercefore 55 per cent over

r
»roduction from its

L

that period, wherees tiz growbth ratce o
manufacturing industries was only 9.3 »er cent zond that of its
Grogs Domestic Prodlnt A.1l mer coent, In other words, the growth
A >

ol

3

paymants for tochnology transfors was almost six tinss

5]

high as that of nproduntion from the mamufacturing industrics.

BE~AG, Furthermora, thoe lonmitice noted thet the developed
countries have often sold obsolescent technirmues to the African

countriegs instaecd of the anpropriate once.

E-lT7 To remedy this situstion, the Commitice sess no scolution
other than the stepning up of technologicel training of Africans
*

onal or continent-

H

n et

"
=
o
ot
=~
M
Q
o]
e

by nroviding

A
W
wide Universities snd Rescarch Institutes

E~-48. Crewing on the sirmerience of the Latin American countries
in generel and the Andezn countries in narticular, the Committee
D

drews attention to tho difficulties lpying in wait for develoning

b
"

ountrics which choose the option of "eadogenous" technological

advancenent, i.c. technological progreses origineting within

thosc countries themsclves, In fact, in recent ysars, the Andecan
A

e cdevelonasd 2 number of technicuzs and

[}

everal mpatents
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but only = very sanll proportion of thzgse technirucs and potents
have boen acczoted inm tho develoned worid., Technological
resezrch should therefore be corefully and-primerilv gecared to
the specific nceds of Africs end nore perticulerly o a gradual
substitution of costly imnorted teshnologics by newly evaolved
\frican technoliogice, following the sxeuple oot by Joron,
5. Mobilicetion of donestic resourceg for develspmont
E-49, As hos bean steted carlicr, Africa's needs arsc inmeacs;
vhatover the volum:z of nid nrovided, 2t would never suffice to
fingnco Lfrica's development under conditio csccentablc bo the
African countrices,
E-50, Private capital is investod solely in arecs offering high
profits, the terms offered cogt Africs very deorly, and add to its
debt burden, 421 these factors could, in the long or short run
bring the ceontinent's devﬁlopment to & halt.
E-51. For 211 these rccsong, the Commitiec feele that the top
priority for [ffrices is the nobilization of all its own resourccs.
The African countrics should bcg;a by prospecting thoir notural
resources with o view Y2 drawing un o aprehengive iaventory;
new resourcces ere being discovered overy day. Only o knowledge
of the various countrics! notentiszl can male it possible to plan
their rationzl use,
E~52, The Committee however fecls that human romaurccs
constitute the furdeomentzl bzsis for this opesration znd that it
should olucys be borme din mind that human dingenuity lics ot the
root of 211 schicvements and thet man is the main source of any
country'ls wezlth,
E-53. The past decade during uhich the African countries heove
had to manage their own 2ffzirs hes nDroved, if oroof was nesded,
 that under the most difficult conditlcns the ALfrican could solve



to the structure of tho potroleun industry

repunption of control 5f the natural resocurces in Congo and Zeambia,
th.

E-52, Congidering imncdiste measurcs for mebilizing African
humen resourcog, the Cormittece exsnined the '"brain drain'® problem,

I+t wap noted thet the number of trained nationals f£from all the
countrics liviag in the developed world fer
of technical assistance perscanzsl of comporable cualid

cationsg working in the doveloping countrics. The razturn of

(0

Africa's cuglified neationals ©o their home countrics would bring

with it mony advantages includinge 2 nore thorough Inowledge of

o}
&

t
preblems, services provided 2t cheaper rates, otc,

-

-55, Hoving considered the reotioncle behind this broin drein,

Ld

)

Drafting Conmitice feels that Africa's trained personnel do

ck
[¢]

h

ot always leave homo selely in order 4o sarn higher geolories.
g

3

Enigraticen ie attributable in nany cases o Holi
znd many Africons wounld willingly reburn home for lower saleories
nrovidad politice e
the same obiszctives, naonaly, the dovelsoment and the liberagtion
vy ofe
il

of the continen

E-L6, The Committeze finslly congidorad the mobilizstisn of
finencizl rescurces. Its main conclusion on this subject wes thet

3 £

avings effort could be stemned up, deszite the low level of

(r
o
@
)]

incones in the Africon countries. But one of the main concerns
of ocur States should be to tako mecasures to regstrict the outflow
of capitals, &s hos been successfully done in other counfries,
and to nobilize 211 possiblc resources in ways thet will be

.+ =

daesecribed in the third port of the nrescent docunent,
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TVPLICATIONS FOR AFRICAN COUNTRTES OF THT

rau—

ENLARGEVEL OF TUS SJRO0PLAN SCON0MEIC COlAdnITy

*j

-1, The Commitites erxsmined thz nosgible counssruences of

enlarged Zuropszen EBconoumit Communidty for Lfrican trad

development as well os the possible implications cof the various
-

types of agreements that the Community hrso offeored to conclude

with African countri=sg

F=2. It believes that the overall a2im of these agreements.

should be {to pernmit African countriss to promote some of the

basic objectives of economic policizs, much as the diversification
o

of their econonies, the expansion of their exports, the extension

cf their econonic znd social infrastructure, and the promotion of
o

economic co~opergtion and integration among thoemselves,

F-3. It alsc believes that the fulfilment of this aim is so
fundamental to the future of African devaslooment, and %o the

pronotion of 2 fruitful and lastine welationshin with Europe,

that it should not be made to demnend on a nerrow range of possible
relationships with Burope. The Committee is of the opinion that
the meximum flexibility in the concerntion of these releationships
should be envisagad, such as would allow the basic zims
Africen developnent to D2 parsued, vhile lcaving roon for sone
"

Civergencies of anprocch that may be necessita

t
higtorical exmerienceg rather than by diffsrent conceptions of

5

the cverall directiong of Africen develooment.

Fad, It notes that the sbsence of a co-ordinated anproach by

African countrieg to the EEC might further intensify the existing

o~

obstaclzs to thae develomment of Intrz-Africen co-orerestion, ond
thus retard rather thar »romote the basic zims of African econo

developmont.
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(vi) the hsture of the trade coacessions by Burope that would

o]
truly promote African interests, in the light of the little

effect thet exigting sgrecments have had on African exports to
the EEC.

F-8, In the iight of the cbove considercticns, the Commitics
believes that Africen countrics need to sssess the full
Iimnlicetions of slternctive relationships with Burope, end to
co=ordinet hwedir zooroeches to this issucze Tt zecordingly

& African countrics should, as z meticer of urgoney,
begin consulitstions anong themsgelves with the object of crrivire

onn before the commencement of the negotistions

R M

e e
¢
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SECTION IIT

AFRICAN STAFD ON MONETARY PROBLENMS
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PART I
1. RECENT DEVELOPMENTS IiI THE INTERVATIOIAL MONETARY SITUATION
G~1 The origins of the international nonetary system go baci

to the Bretton Woods Agreenients concluded ir 21946 after the
second world war., The gysten was established by the leading
powérs, naturally without the participation of the developing

countries which were colonies at the btine,

G-2 The dollar was adonted as an international exchange
standard at the rate of 2% dollars an ounce of gold, which was

why the system was called the "Gold Exchange Standard!,

G=3 The currencies of the other countries were defined, in
their turn, in relatioxn to the dollar in accordance with parities
accepted by the IMF. Hence they were also indirectly defined in
relation to gold and each couatry accordingly undertook to
maintain the exchange rate of its currency witihin the narrow
margins of 1% above and below the par value, i.e. the value of

the currency in terms of gold as accepted by the IHF.

G-4 Ac the dollar was thus the basic currency of the systen,

it was soon to become the privileged reserve instrunment.

G~5 The Bretton “Woods system presupposed, therefore, that
other countries could obtain dellars to malke up any deficit in
their balances of payments but this virtually implied that the
balance of payments of the United States woulld be constantly in
deficit i; it had to export dellars to the other countries
regularly.

G~6 "At Brettor oods, the IMF was set up ac the appropriate
ingtitution for intermational co-operatiocn in the ncnetary field
with the prime function of making loans of various types to
countries with liquidity difficulties. However, it has to be
recalled that the sole purpose of intermational liquidity was

to prevert internationzl trade from seizing up if one or more
countries happened not to have the liguid Tunds needed to pay

for import surpluses. Obvicusly the rules of the game were
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designed to prevail upon participants to renedy their external
imbalances as guickly as nossible, if necessary by taking the

internal measures neceded To ensure their ccononicC recovery.

G-7  The Bretton Woods sycten is often considered to have
fosterced the expansion of world trade orn the whole. While this

nay be true in general terms, it is equally tirue that:

i) The share of the developing countries in the
total volune ¢f world trade has been declining
whereas the share of the developed countries has

been growing;

N
[
Semr’”

Likewise, international trade between developing
countries has been declining whereas trade bhetween

the developed countries has risen steadily;

iii) Fron the nineteen-fifties to the sixties, the
avefage gfowth rate of the develoning countries
fell from 5% to 4% while Africa as a whole barely
managed an average growth rate of 2%.

G-8 After functioning for several years, the Bretton Woods
systen proved incapable of fulfilling the furnction required of
it, nanely that of supplying liquidity for countries with
external deficits on terms that would compel them to adopt

readjustnent nmeasures.

G=9 The shortage of international licuidity was ascribed
either vo its inadequate volume or elge to the distribution
arrangenents, since some ccuntries had substantial reserves
while others experienced chronic deficits. Furthernore, the
difficulties experienced by the centre-pilece of the systen
itself were such that it found itself unable to uphold the role

assigned to it.
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G~10 The dollars which had piled up outside Cthe United Stales
lost sone of their wvalue, this phenomenon being the cOrollary
of the increase in the nrice of gold which began to rise shortly
after the Bretton YWoods Co:ference, at the same time as the

prices of all other goodo,

G-11 The United States was thus obliged to give up supporting
the 35-dollar per ounce z2rice of gold fired at Bretton Woodg and
to devalue its currency, thus nore ‘or less putting an end to the

whole systen.

G-12 As the crises that ensued affected the principal world
currencies, the problem of reforming the interrational nonetary
systen: vas posed. Every t time the blow fell, the developed
countries took care to close ranks in inctitutions from which
outsiders were excluded to consult each other and decide on
reforn nmeasures which subsequently, thanlis to their dooinant

position, they introduced into the IHMF mach*hery.

G-13 Vo precise asgessnent was made of the effects of all
these crises on the develoning countries or of the extent to
which the reforn of the international monetary systen ought to

be a matiter of concern to the latter.

G—-14 However, when it becane clear that the developed countrieg
were influencing IMF!'s decisions without any regard for the
interests of the developing countries, the latter decided to

set up the Group of 24 to act as a counterweight to the Club

of Ten.

G-15 . In the Linma declaration and the series of debates within
the Group of 24 and, above ail, in resolution 84 adopted'at
UNCTAD ITII, the developing countries were particularly'intent
on gtressing the fact that they were involved and that conse-
quently decisions affecting the international nonetary systen
could no longer be the exclusive preserve of thé developed |

countries.
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G-16 After many international discussions and after a

congiderable number of proposals had been mace by experts,
the Comnitiece of Twenty was set up by IMF and assigned the
task of exploring ideas on refornm and pulting them to the

Governors of the Fund,

G-17 Maturally, in nunerical terns, the representation on the
Comnittee of Twenty of the developing countries in gemeral and
the African countries in narticular is slight, since the
Committee nirrored the relationships existing on the Fundlg
Board oi Directors. 2ven so, some of the developing countries

placed a measure of hope in the new body.

.G—18 However, the Comnittee of Twenty had no sooner gtarted

work in January 1973 than another dollar crisis shook the world
econony. In the discussions on the crisis, some of the represenlia-~
tives of the developed countries proposed a world conference to
seek a solution to reforn the systen once and for all, while

others were nore in favour of concerted action by a limited

circle of developed :countries,

G-19 Pecent events are therefore sufficient illustration of
the fact that the developed countries arc still very reluctant
to see the developing countries take an effective part in the
reform of the international nonetary system. Some African experts
therefore argued forcefully that it was of little importance
whether the African countries participated in the discussions
on the reform of the system or not, because the final decisions
would always be taken by Tthe najor powers. iHence instruments
like the Committee of Twenty would be nere phantonm vehicles

for participation or merely another international forun in
which the developing countries could, if need be, nake high-
flown declarations while the real problems were being dealt

with elsevhere. According to those experts, the African
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countries would do better to organize their ccononies at the
regional level so as to become less dependent on the developed
countries. In other words they ought to concentrate more on

the real problems of robilizing African resources and achieving
econonic integration and lesc on international monctary problens
the solution to which would, in any case, be unaffected by their

views.

G-20 However, another opinion to energe was that, even if this
thesis was borne out by recent events, the African countries
should pursue their efforts to be allowed to piay an active

part in the reforn of the nonetary systen since a well-conducted
and well-coordinated campaign could result in gsome of the featurcs

of the systen being inproved.

G-21 The Drafting Conmittee noted that the problem of the
African countries! participation in the reforn process had
often been badly framed in international institutions both
because the concept of the international monetary systen had
been poorly defined and because the linl betwcen the systen and

national aad regional structures had never been sufficiently

highlighted.

G-22 The international nionetary systen does not consist golely
of the International Monctary Fund Which, on a world-wide scale,
is based on the princinle of federation; it also includes all
the principles, methods, rules and mechanisms which can -affect
international liquidity and its expansion at bhoth the national

and the international levels.

G-23 The importance of the international nonetary systen coes
not reside only in the fact that international liquidity acts as
a support for international tradej there is also the fact that
it ensures the relative stability of exchange rates and the
international distribution of income and it ought also to
provide for the transfer of real resources fron countries

that have surplus capital to countries in need.
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G-24 lievertheless, the Drafting Comnitliee thought that the
participation of African countries in the reform process and
the noral backing they would give to decisions in thié way
required further justification; this point will be dealt

with helow.

G-25% Following these gencral remarks on the problem, the
Coniittec considered the following specific agpects of the
effects of the nmonetary crisis on the African econoniecs.

2. APPRECTATION OF THF EFFECTS OF THE MONETARY CRISIS ON
AFRICAN ECONOMIES

G-26 The five nain manifestations of the recent nonetary

. Ccrises were:

- The decision to a2llow ithe dollar to float taken by
the United States on 15 August 1971 and the 10%
surcharge inmposed on Anerican imports. The Yatter
neasure lasted for only about four nonths and fron
the outset special provisions were pade to limit

the effects on the African countries! exports;

- The Snithsonian Agreenment of 18 BDecember 1971 on

the realignment of najor currencies;

- The United Kingdom!s decision to allow the pound

to float;
- The devaluation of the dollar on i3 February 1973;

- The fact that the EBuropean currencies are all being

allowed to float vis~z-vis the dollar,

G-27 It would be an extremely complex operation to determine
the effects exactly. This problem will have to be studied nore
closely, but the Drafting Committee has been able to pick out.

the following points:s
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a) Effects on exchange rates

The effects of the nonetary realignment of
18 December 1971 on exchange rates arise out of the
decisions the various African countries took on whether
to follow the dollar or not or whether to devalue to 2

greater extent than the dollar:
~ = 9 African countries aligned their currencies with
the dollar;

- 4 other countries (Ghana, BotsWana,'Lestho and
‘Swaziland) devalued their currencies tc a greater
extent than the dollar;

- 24 countries maintained their gold parity in principlc.

Hence the effect of the dollar devaluation has, in fact,

to be analysed in terms of a revaluation.

b) As a result, the effects on rescrves, prices and

terns of trade vary significantly and depend on the

situation in each country. The effect of the realignnent

on reserve holdings depends on the compoéition of the
regerves. Countrices with dollar éﬁrpluées therefore
suffered an actual rceal loss owing tolthe devaluation
of the dollar. '

According to an coverall estinate nade by IMF, the net
actual losses represent the order of 2.3% of the total
value of the reserves of all countries taken together and

they are "more or less the same! for both developed and
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developing countrics. Unfortunately, details on the
gsituation of the African countries arc not given in

the above documcnt.—/ For the developed countries, the
-*ncreauc in the wvrice o? gold procured advantages which
very anmply offset the losses incurred, since their
reserves arc said to have riscn concormitantly by 4.04%.
To judge from an enauiry conducted by UNCTAD, covering
35 developing countrieg, the nonetary alignment of
Decenber resulted in a 3% drop in purchasing power,

of a figure of about 500 million. Here again, however,

no details are given for the African countries.

c) It has not been possible to deternine exactly the
effects on priceg and termg of trade, as everything

depends on the direction of trade flows. Improvements
in the terns of ade have been observed in sone cases,

tr
while the opposite cffect has been noted in others.

d) The same obscrvation can be nade with regard to the
African countries{ external debt. According to a World
Bank Study, the ratio of dollar debts to other debts is

relatively lower in Africa than elsewhere, i.e. 23.3% in
1970 as compared with 76.6% in Latin America, 40.3% in
the Middle East, 48,6% in Asia. Conscquently, as IMF has
observed, the effect on the nominal value of the total
debt has not been the sane in Africa and in the other
developing reglons.%/ It has thus been impossible to

calculate the effect on the African countries! debts

with any degree of accuracy hecause of the lack of

necessary data in this subject,

1/ IMF Annuzl Report,
2/ IMF/SM/72/72
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e) With regard to aid, the only certain fact is that -
developed countries encountering nonelary difficulties
wiill always be inclined to reduce the vclume of their

. aid to the developing countries.

G-28 Another set of effects brought about by the nonetary

3

realignment relate to developnent prograrries and plans whose
i i

implenentation requirecs a minirunm degiree of stability. How in
fact can a developnent plan be carriec out when it depends méinly
on export earnings and on aid if the slightcest monetary‘change
Jeopardizes everything by nalting it impossible to calculate what

suns will be earned or rcceived?

G~29  One of the most baneful effects of the currency realignaent
_was the effect on the whole structure of exchange rates of the
African countries. Regional econonic integration and intra-
regional trade were seriously impaired becausc of the changes
in the exchange ratesg of the African countrizs resulting fron
the gencral realignnent of the najor currencies. The Drafting
Cbnmittée's conclusion is that even if detailed studies still

need to be carried out to deternine the exact effects of the

i
b
[V
nonetary realignment, it is ncnetheless certain that nearly

all the African ccuntries Lave suffered as a result.

G-30 .. In order to be convinced of this, it is enough to observe
only that the eountries which formerly belcnged to the sterling
area have had to adopt entirely different approaches and have
riodified their exchange rates with regard to one another!le
currency. Tt follows that the African countries owe it to
thenselves to find a defense mechanism they can use when such
ronetary realigrments take nlace. Europe has set an example

in thisg regard by deciding in April 1971 to maintain the exchange

rate of its currencies within very narrow linits.
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G-31 Moreover, the present suggestion about the floating of 211
Europcan currcncies is partly motivated by the neced to deternine
the real relative values of the currencies bhut it is almogt
certain that the Buropean countries will endeavour shortly
aftervards to fix new, narrow linits for the fluctuation of

their various currencics.

G~-32 Tith regard to the guestion of protecting African
econonics against the harmful effccts of foreign nmonctary
decisions, the discussions were first geared towards the idea

of compensation which had been suggested by UNCTAD but was

abandoned in Santiago. One expert quoted 2 precedent in the.
19068 Baslec agreements, which guarantced the dollar value of

90% of official sterling holdings. In the Drafting Committec's

view, African countries can only defcend thenselves by establishing

a regional nonctary organization able to satisfy at least nart of

their licuidity requirenents and to protect then against the

effects of decisions talen outside Africa.

G-33 Furthernore, the African countrics should not wait until

the effccts begin to nake themselves felt and become pernanent

before taking a decision, here is a nced for a very flexiblic

body to provide a forum for consultation asg cxists in Burope

where cvery tinme there is a nmonetary crisis, the Finance

Ministers neet within a naotter of hours to take joint decisions

cn the gtcops reaunired.

3. ' CONICLUISTONS

G-34 1. In view of the fragmentary and incomplete information
now'available, new studies should be carried out so as to
deternine the exact effect of the monetary crisis on each of

the African econouies concerned.



2. The nonetary rcalignment has had harmnful effects on
regional integration by altering the exchange rates of African
currencies and consequently changing the priccs of products ac

the intrea-regional level.

3. With regard to neasures for proteccving African
econonics, the Drafting Comnittee suggests certain neasures

to be taiien at the regional and international levels.

At the regional level:
1) The African countries can nost effectively defend

thenselves by establishing 2 comnen regional organization,

2) Ministers of Finance should form a flexible body for
nutual consultation so that they can neet irmmediately to

discuss any important international ronetary crisis,

At the_international level:

1) with regard to the effects on reserves at least,

the Comnittee feels that although it night be inmpossible

te find a general colution, compensation could be consicdered
in certain cases by a systen of guarantees provided by +the
developed countries with which African countries deposgit

their reserves,

2) The developed countries should ensure that the
developing countrieg! ghare of the world reserveg

does not fall.

JaRE -]



PART TT

AFRICAN STAND ON TUE REFORI OF wAS THTERWATIONAL
MOHSTATY SYSTEM

1. THE SIGNIFICANCE OF Al AFRICAHN OPTION TFOR THE

REFORM OF THE INTERUATTIONAL MONETLRY SYSTEM
G~35 The Drafting Commiticece wishes to enghasize the gernerally
overlociod fact that the internation-cl mwonoiary system io - oas

a syster set up and organized for eccnonic purmnoses, which doeg
not constitute an end in Zisclf. but is intended to facilitate
the growth of interrnatiocnal trade. The Commitice therefore
observed that the nonctary systen set up 2t Bretton Woods is
relative in time and spacc. t is relative in tine sincc human
beings have always lived without an international nonetary systenm
and sincc the system is culy about a quartcr of a century old,;
which ic a very short space of time compared to the period of
industrial development, The system is also relative in space

A

since a whole region of the world exists and organizes its trage
without belonging to the II4F (the socialist countries of Europe

and Chinz).

G-36 Consequentiv, the Africaen States should find justifications

for their involvement din systen, This Involvenent may be
justified by the longstonding historicsl relaticons with the western
world, but alsc in the hope that the community of the wesborn
countrics will be able to find a guick and favourable solution

to their develomnent by considering their true interests not

only on a fornal basis bub olso in rcalistic torms.

" )

G=-37 Since this involvement is an established fact, a sccond
stage should be passed through, which corsists in deteraining

why the Africamn countrice ghould continuc Lo gsupport thie scarch
for reform under the IMF as pregsently organized rather than £ind

anothier solilution,



2 BANGE OF POSSTYBLE CHOICES FOR AN INTERUATIONAL
IMONETARY SYSTEM

G~38 Tt should be recalled that at Bretion Woods the Keynes
plan, wvhich was rejected for'political reagons, was opposed To

the White plan which forms the basis of the present system. On
the basis of Keynes! ideas according to which the world nonciary
organization wonld be conceived as a pyranid with a sort of Central
Bank of Central Banks at the 2pex, which could therefore intervenc
nore efficiently in a given country. Triffin drew up a systen
which appeared nore practicable to izany eccononists. Even if thesc
ideas now secn to have been abandoned by tTheir supporters it g to
be wondered whether the Triffin systen or a systen he would have
inspired, would not take more cognizance of the recalities of the
developing countries and cnsure the transfer of real resources

nore effectively to these countries.

G-39 On the other hand, it should be rcecalled that in 1964,

Hart, Kaldor and Tinbergen proposcd a systen based on raw naterials.

Although such a systen does not appear applicable under nresent
4

.
conditions, it is nevertheless worthy of intercst.,

G=-40 In 2 word, the Drafting Committee feels that the African
countrics should support the refeorn of the present systen but

should congider it as transitional while the rescourcefulness

and the creative bent of research workers nake it possible to
work out a long-term systenm better suited to the needs of all

counvries.



#

- 84 -

3 THE SIGNIFICANCE OF AFRICAN MoMBERSEIP OF A REFORMED IME

G-41 The guestion aroge at UNCTAD IXIT of whethef an atitempt
should be made to find 2 golution wichin IMF or entirely cutcide
it. The conclusion wag =iiat IMF could be refeormed and adanted o
the needs of its members, Thus, the particisants decided ogaingt
the Lima recommendation on the holding of a worlad conference wixich
the gocialigt countries would probably have attended. By partici-

-
T

pating in the current attenpts to reforn the gysten the African

countries are therefore cxpressing treir confidence in IMF and
their belicf that the izgtibtution can be reformed to take thedir

interests into account.

G-42 The international community should cccordingly neasure
the consequences of a posscible disappointnent of the African
countries which, although cnlightened on the varied range of
possiblc options, have neverctheless choscen o commit themselves
to the idea of a collective reform of the international nonetary

systen.

4. COMMOK AFRICAN STAND ON THE PROCEZDURE FOR THE REFORM
OF THE INTERNATIOWAL MONETARY SYSTEN

G-43 The recent dollar crigis has shown thac the reforn of the

internaticnal monetary system will be corried out outside the
Comoitiec of 20. When the crisis occurred, the United Ztates

nroposed that a world conference be convened to study the basic

3
y

problems cf monetary refors while the Burcsoecan countries called
for a meeting of the Club of Ten to which n few guests woere

invited,

G-44 In peint of fact, the first meeting of the Alternates of the
Commiticee of 20 had immedio-tely cotie against the basic Jifficulty
of an opticn as te the role of the dollar ond of gold in the actual
vorkings of the international nonetary gystem. During this
discussion, the developing countries appear pot to have been

very concerned with the iscues ipnvoived and yet the problen ig

one of the utnest imporinnce,
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G-45 On the pattern of The exanple sct by Latin America on

the linces of the cxpericrce o) Burope, the porticipation of

each rcegion in the reforn ghould take several forms: univercitics,
private anational banks, ccnbtral banks, regional banks, Y.He.
regional econonic comiigsgions, research ccnircs .... etc.

Africa was the only continent which did not intervene effcctively
through regional gecrotoriats like 0ECD for EEC, the monecary
departnent of the Common Mariket, “he Centre for Latin Anerican
Monetary Studies and TBCLA in Latin Anerica. In view of the
techrical naturc of the discuseions on the reforn, it is
desirablce that cach regicnsl represcntative should be able

not only to refer back without difficulty to the countrleu

he Ptevpresents, but at the cane tine cenjoy regioconal logistic A
support. The develoned countries in general have no difficulties
in this regard since, ir casc of nced, it is much casier for a
represcrntative resident n Vashingbton, in Iurove or elsewhere, -

te consult a single Ministcr of Finance instead of 14 lMinisters.

G~46 The Dbrafting Comnmittec therefore feolt it was desirable
for the African represcentatives at the IMF and on the Conmitiee
of 20 to maintain close zelations with a resional orfanics
charged with monetary studics ard plazed under the authority
of an African institution crxercising scme »nolitical power lile
the OAU. It is difficult to conceive how, when dealing with a
technical guestion, the African reprcesentatives can possibly
consult 14 countries and btalke 2 position with the certainty of
defending an idea that has reccived the consensus of all the

countrics he renrcscnts,
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CONCLUSIONS

G=47 Following the examplc set by Burope and Latin Americsa,

it ie evident that effeciive participation i the refornm does
not consist nmerely in being represented on the Committee of 20,
but in cstablishing an African regional institution tc he placed

under a npelitiesnl authority.

G-48 To this end, the African cuxnerts on the Drafting
Commitice suggest the sctting up of an AFRICAIl CEITRE FOR
MONETARY STUDIES (ACMS) which could initially enioy the

technical and financiasl assistance of ADB but would be

under the authority of 0AU and would woric i close collaboraw-

.

tion with the Associatior of Central Banle and ZCA.

5. AFRICAN COMMOMN STAND OIl THEE BASI3 AND FUNCTIONING OF
THE IHTERNATIONAL IMONETARY SYSTEM

G-49 Having once agrecd to beconing involved in the reform of
the IMF, African countrics should »e convergsent with the many
problens arising and cxpress their views accordingly. The
Drafting Connmittee observed that developing countries are’
generally soreoccupied with the link, i.e. with the scarchk for
additional developnent financing in relation to the creation

of SDRs. Obvicusgly, thic is wrong, az the Latin Anerican

o
econoniist Javier Marques -/5a shown.

G-50 In fact, beforc cffort is devoted to seeking financing,
every attenpt oust be nade te participate in the drawing up of
an equitable systen. This raises the problen: of the objectives

of the systen, its basis and dits opcrating rules.

1/ The reform of the intornational monetary systen: certain
aspectyg affecting the developing countries, by Javier lMarques.



G-51 So far, the TMF hoo heen functioning on the "restrictive!
ow subsequent amendnents, Apart from its

Gjuctoent, this consigis

concept, in spite of a
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role in the procesz ©
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divies, whereas the

of providing countrics in deficit with liguid

e i
role of development fincncing is assigned to the Torldd Bank, In
expressing their idcas through the institutions of UNCTAD, the
developing countries have stresscd the point that the additional
cbjectives of the international nonetary systen should incliucc
"the transfer of real rescurces to developing countries, thereby
reconciling short-tern and longe-tern objectives in order to ueet

the specific requirenents of the developing countries.

G~-52 As already nentioned, the firgt neeting of the group of
Alternates of the Cormititec of 20 came up against the problen of
the role of gecld, the doilar and reserve currcncies in the inter-
naticonal mcnetary systenm. It is striking o note from the

how siight 2 chare of reserves and nonetary gold is

=
held by African countrics.

G~53 Ao the African countries hold very little gold, it is

-
iy

really not in their interest to defend the metal as the basis o

systen based on gold hecause of their specific relations with
cervain ceveloped countrics which defend that principle. But
while in the short-run, they may agree thot gold shculd continue
to play on important role, these ccuntries shceuld, in the loag-run,
supporc the attenpts to cireate a neutral currency and research on
the denonetarization of gold. On this point it is worth recalliag
the oppogition‘between the Y.S.4A. and France, the former favéuring
a neutral currency of the SBR type and the latter dcfending the
principle of the increased role of gold because it considers goid

as heing the nost objective basis of an eguitable systen,
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G=54 Bearing this considcration in wind, the Connities exsmined
P
the recent proposals for the nedification of cuotes, drawing

rights and voting rights within the IMF. It wishes to draw

-

attention to the fact that fronm the outeet, the IMF was bascd

on menbers'! centributions or guotas. This quantitative contribu-
tion, as defincd by the Bretton Vcods formula, fixed the drawin
rights of member countrics from the very beginning. Bach counbryls
guota was calculated in the light of various factorss:s national
incone, the country's volume of reserves, average inports, naxinun
variztions in exgorts over the past f£ive yecars and the ratio of
cxports to national incomc. This formula straight away ensurcd
the predoniinant position of the devolened countries. The Drafting
Comnititce certainly zgrecg that it is not nessible to create and
distribute liquidiltics without taking into consideration the
relative strength of the countries concerncd and that such
strength should deternine their respective rcesponsibilities in

the functioning of the systen, but it would like to point out

that the Bretton oods formula is only a formula among many others,
and that it could be sipgnificantly amended €tz take the require-

-

nents of the developing countrics into concideration.

G-55 The conception which prevailed in the TMF was that voting
and drawving rights shovld ke governed by the guota. On this
point, however, the Drafting Conmittes thinks that there is no
justification for the rigid link between guotas (ir other word

the responsibility of cach country), and drawing and voting »r ghts.
Originaily 25% of cach country!s conbtribution was, in princisle,
paid in gcld or convertible currencies and the remainder in loecl
currency, i.c. thus consituting a credit, The question which
ariscs ig whether the volwe of drawing rights should denend
solely on the gold tranche, which is 25% or on the credit

tranche {75%). The Comritice thinks +hat it L3 because it

hes a rogbrictive view of nstters that the 7 does not tale



the credit tranche into nore acccunt and that, in effect,

it involves a cuestion of confidence. It shouald therefore

be pessible to increasc the drawing rights of developing

countiries insofar as counfidence is placed in their develonmernt.

G-5% “hese observationo on drawing rights arce equally valid

for wvoting rights, which arce also deteruined by the quotas.

In stos

(1)

(2}

(3)

The Committee believes that a new forrmla for
allocating guotas nust he found or at least that:
quotas should bc dissociated fron drawing and

voting righcs;

Drawing rights should be bascd on‘a forrmla
different fron that of Bretton lonods or prepOSGd
substitutes. The new drawing rdchts foroula

which should serve as the basis for the distribu-
tion of intornational licuidities should take
account not only of the casecs of individual
countries, but alsc of the categorics of countrics
depending on their position on the developnent
ladder. As the groups of coumbrics on the
developnent ladder corrcspond to the distribution
of developing countrics by gecographical arcas,
this would be tantamount to modulsting the
distribution of inteérnational liguidities in

accordance with the regions.

Voting rights should alsc he nade nore flexible
inasnuch as 1t is acknowledged that the develcping
countries occuny an Ilmportant nlace in the
functioning of the world économy, although

their share in the distribution of incone is low.



G-57 On the subjcct of SDRs, the Committec is of the opinion
that the volume of SDRs now fixed without vepard for the gpeczific
reguirenents of the developing countrics, but rather in congsidera-
tion of the functicning of the systen as a wholc, thereby regscrves
the largest portion to the Unifed States and the United Kingdon
since the systen was designed in such a way that the United States,
in particular, virtuzlily octs as the supplicr of liguidities to

the othcr regions.

G-58 There can be no denying the respons
develonpced countricg in the world-wide infla
resulted from the distribution and utilization of SDRs and
thesc countries are also, to a large cxtent, the architccts
of the deterioration in developing countrics! terms of trade.
Although it nay be uvnrealistic tc look for immediate renedics
to these adverse effects, it is not inconceivable that the
sacrifices irposed on developing countries could find sone
conpensation in a more substantial allocation of SDRs. The
Committee is therefore in favour of the creabtion of SDRs, bud
it thinks that, in addition to a substantial incrcase for tho
benefit of developing coﬁntries, they could bHe utilized in two

cther ways:

(1) Research has shown that supplicrs credits have
played a very important role in the financing of
developing countrieg! imports - 24 thousand nillion
dollars din 1970 with a growth rate of 10 to 12% in
the nreceding yecars. Obviously these suppliers
credits give rige, in the first instance, to the
problen of their uvtility in the investnent
programmes vhenselves and alse o a problen
of dintercet rates, which are high and carry

relatively short repayment periods (about 5 ycars).
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The Cormittec wondercd whether it might not be
possible to finance supplicrs credits with long=-
tern: SDRs a2t lower intercst rates. The Comaitiec
is however aware that the esscntial problen is
whether the nurchases nade by African countries
which are benoficisries of “hese credits really
serve o useful nurpose for deveionment. This is
anuvther guestion which will be dealt with in part

three of this report.

Ly
the African cexperis are of the opinion that regional

SDRs that arc zccepntable to nember countries should

{2) Reiterating an idece they had discussed last Aupgust,

be created to facilitate inter~-rcegional trade.
Their inaispensabie external convertibility could
be exanined with the IMF and other institutions
outside the continent. This concept, which was
only brought up a few months agoe, may not appear
to be very practicable, but it hac been gaining
ground, since it is in line with the opinions
‘expressced since then by Latin Amcrican and

Europcan expercs on nonctary nattors.

G-59 African countriecs, {together with other developing countries,
should leok for a now formula for the allocaticn of international
liguiditics crcated on the hasis of an international agreencnt,
G-00 WAth regard to Tacilities of the Fund, as indicated in

the African Development Banii's Adde-memoire, the intervention
mechanisns should he nade ncre flexible sc as to take the
situation of the developing Africarn countrics into consideration.
Tt seens in fact that compensgatory Financing has been particularly
ingpired by the nature of the developed economics which are

subjeet to Znirly reruloar cyelical fluctuntions,
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G-61 The adaptation of such a mechanisn to prinaryv-producing
econorniies, especially with repard to recaymens noeriods. would

certainly be very complex,

ica
iti

this p01nt tne Cormitvtee thinks that this gitustion car be

G-62 It was noted that African countrics have had relatively
ilitics

little recourse to the fac of the Fund. After examining

i

explained by the feor of these countries of nol being in a
position to fulfil their obligations within the stipulated
tioe=-1linits..

G-63 IL was also noted ihat when the developing. countries
face sericus difficuitics, s

one of then hesitate tc appeal to
the TMF because of certairm politic

I

Rt

a1l impli_ ot ons dnvolved

obtainingdacilitice £ Shce Fuand.

P

G-64 The African experts think thst any invternational oonctary
systen must have adijustnent mechanisnms but thot these nced not
necessarily be autonatic, Pericdic review of par values nay be
desirable but it should be accompanied by gusrentees sc as nov

to jeopardiZe regional integration in Africa

G-65 All aspects of the »robien of the link were discussed al
particular length by the on41tteeJ/ But zs gtasted earlicr on,

this problen should not dwarft the need te concentrate first of

all cn the reforn of the systen, because, in roality it is

sinply a subsidiary ncasurc. The link ig only mecessary

in so far as the systen itself would fundamentally be incapable

of ensuring the link betwcen short-tern ligquicdity and long-tern

developmeni rescurces.

1/ 4DB/O0AU/ECA/CONFMIN/SC/WP/2
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he idea of the link is to be rctained, two

precauticnary ricasures should be taken:

(1)

(2)

The link should not be a subgcitute for any
part of the cregent volwie of zid, but should

ensure addicicnal regources.

@

Agsuning th-t this condition is fulfilled,
locatcd ©o develicsing countrics through
the link should be adninistered by regional
developnent ingtitutions, and in particular

by the African Developnient Bank in the case

of Africa,
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G~70 Cn this dseve, the Drafting Comnittee tricd to ascertein what
the African position nmdght Le. It is a known fazet that the Africon
; E/ Howevar, sone of themn, esteciall]

countries hold wirtually no gold.

those in *he franc arca, have very close relatlong with Trarce, which

t
1
oF
=

has nade it an escential funciionsl principle of the international

monetary systen.

4

G-71 Irrespective of the inmediate adventages that certain African
countrices nav <erive frosm their bilateral relotions, it lo covious

that a currcacy created by internztional agrecuent, znd therefore

Gl

without regard to accunulates gold stocks, would probably allow more

.

»)

anpropriate congideration Yo be given to the iaterests of every

L

+

country. The discussgions within the groun of Alternates to the

Comnittee of 20 show that even 1 SDRe were S0 replace a currency

based on gold, the changecver could only take place in the ' long term.

G-72 Thus, while still ucholding their imucdiate interests, the
African countries should tale an active part in evolving an inter-
national monetary system Lased on a currency that has been created

by internctional agrecement.

§

i
5}
4

J4+
r
k3
v
f

G-73 The second assumnt

K

t has beern regarded as Deing likely

I

o
to lead o the establishment of monetaery bloes formed the subject of
a recent nroposal following the latest collar crisis. The European
countries, which are determined to naintain the zrogress they have
already nmace towards ceconomic integration, arc on the polint of
ceciding to let alil their currencies float together'in relation to
the dolizr, which is another way of initiating the process that will

lead to the creation of rnonetary bloce.

”

1/ ADB/OLT/BCA/CONFMIN/SC/wp/k,
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G~71 45 some African currencies are linked %o Buropean curresncics
ant: otners to the cellar, the Jjeoint floaling of the Zuronean
currencies will cause a further upcet in the crchange rates of
African currencieg theat are related to the franc or the nount
sterling. Moreover, these disturbances will Te exacerkzted owling
to the fzet that some African currencies will still renain negged
to the <ollar,

G~7¢% The effects of this kind of decision wiil e similor Lo thos
analyzed zbove, except that inter—African trade ond regional
integration would suffer to a greater extent. MHence, wihile it may
be difficult at this stage to take protective neacsures against
decigions that are largely beyond our sontrol, our countries could
nevertheless start organiszsing themselves in orier to cone wit

.

situationg of the same kin? arising in future,

2. Tre monetary implicationg of Buronean integra

G-~76 The entry of the Unitzd Kingdon, with ite close ties with
African countiries, inte the Common Market hal led to z complete
upheaval in the fortunes of the African curreancics that used to be

linked to sterling. In wviprtuzlly nutting an end to the sterling

arca, the TUnited Kingdon <id not prenare ite former partners for
the new situation they row hove to face,
G-77 Eaving recorded thic fact, the Comnittce eromined the

possible relercussions i

s

Lfrica of the nonetzry integration now
under way in Burope. The srocess of monetary integration in Furone
is becoriing a growing recality, notwithstanding the menetary dis-
turbances in the region, which stem directly from the dollar crisis
The Heads of State and Government of the European countries,

at their Paris rmeeting in October 1972, reaffirmed that integration

1

should be achieved bLefore 1600,
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G-8% The lJommittee accordingly guggests that a techniczal gtudy
group an a political body Le set up in consultetion with the

=
.

s

Corimon Mapl 108e O ts somber countriec which maintiis close

monetary relobtiong with the African countrics,



SECTION IV

CONSIDERATION OF MEASURES TO REMOVE OBSTACLES

TO INTRA-AFRICAN CO~OPERATION
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1 - RATIONALE FOR ECONOMIC CO~OPERATION AND INTEGRATION IN AFRICA

E-1 Before starting to study the suestion of economic co-operation
and integration in Africa, the Drafting Committee recalled the con-

clusions arrived at regarding the subiects previously dealt with:

1) The results of UNCTAD III arc very limited as far as
Africa is concerned and, as regards aid in particular,
the funds available cannct pessibly satisfy 211 the

reouirements of the developing African countries:

2) it is true that Africa offers interesting possibilities
for foreign private capital but it will not be casy to
prompt foreigrn investors tc respect national priorities

as defined by African States in their development plans;

3) the African countries have exerted very little influence
in international negotiations either on international
monetary problems or on price stabilization for

commocditics exported by developing African countries.

H-2 The Drafting Committee then consicdered the fundamentals on

which economic co-operation and integration in Africa could be based.

E=3 The peoples of Africa are experiencing the same difficulties
as those oi all developing countries. The African countries! GDP is
iow and they are extremely dependent on the outside world. In
general, the standard of living is alsc extremely low and sixteen of
these countries are in the category of the "hard-core" least-developed
countries with a per caput GLP of less thar USE100. If the outflow

of funds to service foreign loans and invegtments and to remuperate
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foreign technicai assistance were taken into account, the per caput
income would be lower still and many more African countrics would fall
into the least-develcred categofy. The schuool-attendance and
professional training rates are equaliy 1ow and, in many sfirican
countries, the sctting-up of an administrative irfrastructure recuires
substantial expenditure that will no% immediately he reflected in any

increase in GNP,

H-4 Since their indevpendence, the African countries have felt the
need to'rationalize their economic options in order to aveid competing
with each other and to secure markets cf 2 size that could cut down
production costs. Only sub-regional markets o2f this type will make

it possible to make more large-scale use of the available lavour, to
adopt optimal production technicues and to build up the vast physical

infrastructure needed for intra-regicnal trade.

He-58 The African countries! failure to exert, as individuals, any
real influence on recent international regotiations and the encouraging
experiences of countries in other paritg of the world that have
succeeded in forming cohesive groups cleariy illiustrate thce fact that

economic co-operation and integraticn are indispensable for Africals

survival. It is becoming ircreasingly evident that “he resuits
achieved in international negotiations vary with the size and economic

weight of the country or group of countries concerned.

A-6 Qur governmentc have often prociaimed their faith in economic
co-operation and integration, but the difficulties encountered in the
immediate post-independencs period and the innumerable obstacles

originating from outside our continent have so far made it impossible

to achieve this ideal.
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H=7 The Drafting Committee realizes thal the integration process in
Africa will not necessarily be identical with the process that took
place in other regions such as Burope. A8 far ae the Europecan economies
were concerned, gradfual developments led progressively to Integration of
the infrastructure {roads and railwsys), of economic structures (e.g.
large-scale markets snd mulii-national corporations}), of technology and
of labour, etc. Since all these efforts reflected the progressive
rationalization of market forces, the political azuthorities finaily
decided to round off the process by creating the Common Market which

is expected to culminate in a set of common pelitical institutions.

In Africa, likewisé, political decisions will undoubtedly be of prime

inportance.

2. IDENTIFICATION OF OBSTACLES TO INTER~-AFRICAN CO-OPERATION

H-8 The Committee then considered and attempted to identify the

obstacles to inter-African trade.

H-¢ It is true that poliitical and psychological obstacles exist in
Africa as they do everyvhere else in the world, but the experience of
recent years has demonstrated the progress that can be made. 1In fact,
Europe and Latin Armerica have set an exampie by showing that such
obstacles may be of oaly secondary importance in the long run when
nations become increasingly aware of the overriding significance of

economic solidarity.

H-10 Political and psychological obstacles appear to be reinforce:
in Affica by arguments put forward by the opponents of economic co=
operation and integration. The Commitiee thinks that it is wrong L
believe that:

(i) the bYenefits accruing from multi-national co-operation lan

be measured with reasonable accuracy;



(ii)

(iii)

(iv)
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the size, quality and allocation of these benefiis are

independent of policies and actions at the national level;

the country of location of a multi-national nlant {(e.g. a
steel mill} is necessarily the major beneficiary of that

plant;

a decision to allocate a basic industrial plant to a member
state of a group is irreversible or, in other words, that
after one plant is established for a particular product or
group of products within the group of co-operating countries
no other will be required for an indefinite period, and that
if demand exceeds the capacity of the first plant any
additional capacity must take the form of repeated expansions

of the existing plant,

H=-11 In any case feasible arrangemeqt&, described below, can be made

for sharing benefits and costs.

H-12 Important consequences of these beliefs appear to be:

(1)

(ii)

(1ii)

repeated postponement of decisions and action;
a preference for limited co~oOperation in !'soft! areas;
recourse to policies and instruments incorporating so many

reservations or subject to so much intervention that they

are virtually inoperative from the beginning;
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(iv) belief in the efficacy of trade as the engine of growth

and developnment;

(v) failure to provide efficient machirery at the national and

multi-national level for dealing with co-operation matters;

(vi) persistence of the belief in policies for grafting elements
of a2 modern socio-economic system on to a weak, pluralistic

base.

H~13 Linguistic barriers admittedly give rise to difficulties for
co-operation but, here again, the two regions mentioned above have
shown that these are only secondary factors, especially considering
the remarkable progress that has been made in Africa in spreading the
teaching of the different working languages used on the continent.

H-14 The most striking of the physical obestacles is the inadequacy
and orientation of the continentl!s means of transport and communication,
i.e. transport by road, rail, sea, inland waterways and air, tele-~
communications and postal services. The historical causes of this
inadequacy and orientation are too well known to require restatement.
The Committee is aware that a large number of studies and proposals
have been made for improving the means 2f transport and communication
in such a way as to serve the needs of co-operation within Africa, and
that governments have actively pursued the implementation of these
proposals, but in view of how much more needs to be done the Committee
outlines concrete proposals intended to accelerate the development of

these forms of infrastructure.
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H-15 Since independence sericus impediments have arisen, hampering
the movements of populations which commonly occurred throughout Africa
in the past. But the growth of markets, as a result of gradual
industrialization, has shown that any eccnomy whose industrial sector

is progressing has to open its frontiers in the long run,

H-16 The effect of policies to restrict jobs to nationals, when
pursued rigorously, is to divide the African 1abour market into a

large number of small units. The essence of the problem is the
reconciliation of permanent national interest in expanding employment
for nationals on one hand, with the periodical adaptation of labour
supply to demand on the other. This required flexibility in the rules
which now affect population movements between countries and an agreement

on the rights, privileges and responsibilities of immigrant lzabour.

H~17 Impediments to the movement of goods may arisé from diffefences
in the technical specifications of the means of transport {e.g. axle
loads of lorries, railway gauges and braking systems) or from the
absence of agreements which permit the free movement of means of

transport across African frontiers.

H-18  Monetary obstacles are extremely complex. Although the impact
of these obstacles may not now be extensive they neverthcless exist.
However, they cannot be held entirely responsible for the small volume
of intra-African trade, even though payments facilities certainly
facilitate intra-African trade.

H~16 In particular the Committee feels that there is now urgent need
to find workable solutions to the problem of border trade. It is

paradoxical that African countries should be setting up trade promotion
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centres with a view to speeding up inira.--African trade whilst, at the
same time, endeavouring to contain the natural response of Africans
to exploit obvious oppertunities for trade, often with their relatives

on the other side of the border.
H-20 Fiscal obstacles to co-operation fall under two broad headings:

i) the unequal impact of mutual tariff reductions within an
economic grouping on public revenue from alli forms of

taxations

ii) the effect of disparate internal taxes and financial
concessions among partner States in an economic grouping

applying uniform import and export duties.

H-21 Such dinternal fiscal and non-fiscal arrangements include customs
duty revision, double taxation, investment allowances, cxempition from
transport tax, concessicnary rates for electric power, government-

purchasing, etc, .

H-22 There is little doubt that unless these are harmonized the

whole system of economic arrangements can be ﬁndermined by unilateral
action within the group. 1In the case where the harmonization of custons
duties and internmal fiscal arrangements lead to severe inequalities in
their effect on public revenue, there is a clear need for arrangements
by which this loss can be compensated by the transfer of resources from
the least affected to those most affected. Mechanicisms would have to

be devised to suit particular circumstances.

H-23 One of the mest powerful obstacles to economic co~operation

in Africa is the lack of efficient machinery at the national ievel for
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dealing with the various aspects of this subject. This is sonetines
reinforced by inadequate machinery for consultation and decisic  making
at the multi-national level. Beyong this is the lack of 2 sufficient
number and range of agencies charged with the task of promoting specific

malti-national enterprises and activities.

3. GENERAL MEASURES T0 ELIMINATE OBSTACLES AND PROMOTE
INTER-AFRICAN ECCHOMIC INTEGRATION AND CO-OPERATION

H-24 One of the obstacles to inter-African co~operation is the lack

of harmony among development plans. But there is a need to distinguish
between harmonizing plans and producing balanced and harmonious develop=-
ment of partner States. 8Since a random coincidence of interests cannot
form the basis of plan harmonization, such harmonization implies broadly
similar development strategies of partner States. Indeed, judging by
the declarations of governments at international conferences the broad
object of strategy may be said to be the transformation of the national
sociowecononic system. This will require long-~term perspective planning
in which short period plans are structurally related to each other.

Only in such circumstances will it be possible to identify common

priorities cnd complementaritie: for multi-national action.

H-25 As regards linguistic barriers, it is suggested that the time has
cone for a review of the need for special measures to speed up the study
and use of the different working languages. In particular, attention
should be given to the mastery of such languages by scientists and
technologists, administrators in government, and managers of major
enterprises both public and private om whom will depend the main thrust
toward implementing economic co-opera{ion and integration. There are a
variety of tested methods for this accelerated acquisition of =2t least

a working knowledge of a foreign language and the possibility should ne
exanined of utilizing some of them. :
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E-26 Refercence has been made eariier t7 broad similarities in thn
characteristic protlems of development of the countries of Afriea. It
was on the basis of {these similarities that the Conference »f Mini:-ters
adopted, by Resolution 218(X) taken at the session of the ECA in Tunis
in February 1971, a general strategy for the development of Africa in
1970s. Some aspects of this strategy were broadened at the Accrs
session of the Commission in February 1673.

H=27 A considerable number of areas of essential co-operation - some
of which are described below - have already been identified. Moves
towards implementation - which constitute an essential part of strategy -
have been inhibited in some cases duc to conceptual difficuities and

in others through the operation of special interests or prior coumit-
ments.,. Whilst the Committee therefore recommends the continustion and
extension of the search for new areas of co-operation, it cannot aveid
the conclusion that this must to some extent be justified by genuine
efforts to remove obstacles in the way of implementing co-operation

projects already identified.

i1-28 Economic co~operation projects may be classified into two kinds,
those which affect the continent as a whole and ought to ke considered
by all countries with a view toc their early implementation and thoso

which affect only a group of countries. Included in the former are:

- the African telecommunications network programme;
- a rational, continent=wide harbour strategy:

- programues -~ under the auspices of the Association of Arriean
Universities - for the optimum utilization of high level
educational facilities and for exchanges of students;
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- some aspects of science and technology;
- trade fairs;

- a regional federation of national associations of cuachers

of commerce and of industry;

- an African Railway Union and an African Postal Union.

He2G Although natural ecconomic regiong such as the Lake Chad basin,
the basins of such interanational rivers as the Senegal and Higer, and
the Liptako-Gourma region in Mali, Niger and Upper Volta properly fall
within the second category, the Committee suggests that this forw of

co-operation be extended to the rest of the continent.

H~30 The Committee'!s chief point is that the very large nunber of
international river basins and other natural regions in Africe offcrs
an opportunity to extend the area of muiti-national co-operation. It is
felt that these may well constitute some of the nuts and bolts which
bind countries together. However, political difficuliies apart, it is
recommended that detailed study of the organizational and tochnical
problems of some of these projects would assist in guiding the design
and functioning not only of new similar projects but also of sther forms
of co-operation.

H-31 The large number of landlocked as well as of least-developed
countries in Africa and their iaportance for successful economic co-
operation arrangements makes this sucject a matter of ccntinental

importance.



- 110 -

H-32 The Committes wishes to draw attention to the fact that zeveral
countries which, a decade ago, would have been classificsd as l-net
o

financial resources as a result of the discovery and mindiyg; of i

el

o

@

o
b

developed now have or expect to have at their disposal considers

L

pi
0

deposits of minerals and of hydrocarbons. This suggests that a deolr-
able step would be assistance to both landlocked and least-develiped
countries in the detailed exploration of their natural resources
endownents. This assistance eould be provided through African regional

institutions such as ADB,.

H~-34 Next the Committee recommends that landlocked countrics should
collaborate with each other in order not only to define their common
needs but also, where possible, to negotiate formal agreements and seek

participation in organs which affect their exports and imports.

H-34 Although, at present, landlocked countries are rightly pre-
occupied with obtaining inexpensive access to the sea by alternative
routes, the Committece feels +that they should also take account of the

need for penetration routes to a2ll neighbouring markets.

H-35 It will algo be obvious that the long-distance transportation of
cargo by air, the development of inland waterways and the extension of
railway networks are of great interest to landlocked countries. Th:
exploration and discovery of exportable mineral resources imnroves the
economics of transport links to the sea but, in order to ensure that
the present fragmentation of the African railway network is not
fragmented further to the disadvantage ¢f inter-African trade, govern-
ments should decide once and for all on the technical specifications

suitable for the African network.
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H-36 High level manpower development appears to offer particularly
fruitful opportunitics for co-cperation, Preliminary reviews I the
subject structure of African Universities suggest that there is
inadequate provision for education in nany subjects required for the
exploration and discovery, evaluation and extraction of natural
resources and for their transformation intc semi-finiched and finished
goods. This is an iesue of such grave consequence that it deserves

detailed examination.

4. SPECIAL MEASURES AIMED AT REMOVING Q§§TACL§S AND AT PRO:GTING
INTER-AFRICAN ECONOMIC CO-OPERATION AND INTEGRATION

a) Production and marketing of primary commodities

H=~37 The Committce noted with disaquiet that zlthough therc has been a
slow decline in recent years in the share of food, beverages and
tobacco in total African imports the absoclute increase in value,
particularly of food, continues to rise. It notes further that there
are no inherent technical or economic reasons why Africa should not be
able to supply to hersclf anyincreasing share of the food products she
now imports, at the cost of foreign exchange earned in declining
external markets for agricultural export commodities. The Committee

is not unaware of the problems whic¢h a policy of replacing food imports
by local production would raise regarding the simultancous
diversification »f production and of trading partners, but it feels

that the trend towards growing imports cught not to bc allowed to
continue; The Food and Agricultural Organization has, in a recent
report, pointed out the growing capacity of the advanced countrics to
produce food not only for domestic consumption but alsoc for export to
less~developed countries. Unless firm steps are taken t¢ halt the trend
of imports the African States may find themselves increasingly providing

a growing market for food exports from advanced countries.
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He38 The problem of readjustment should not be exaggerated. The
introduction of new expor* crcps in the 19th Century, the dramatic
expansion of maize production in Zembia during the past few yecars, the
mrogramme for promoting rice production in West Africa to mect deficits,
all indicate that where the technical inputs (seeds, fertilizers,
feeding stuffs, technical advice, etc.) are made available, where there
is reasonable assursnce of demand, and wvhere the physical means of
transportation and distribution are established, the change in produc-

tion patterns can be effected quite rapidly.

b) Exploitation and evaluation of mineral and power resources

H-36 On the subject of mineral and power resources, the Committee was
concerned with the infrastructure essential needed by African countries
to establish effective sovereigntiy over their natural resources, viz.
legislation on the expioration and exploitation of such resources and
collaborative arrangements within the region for developing national
capabilities in a range of specialisms which include the earth sciences,
mining engineering, surveying and mapping (especially photo-grammetry
and photo-interpretation), plant and animal genetics, soil sciences, the
science and technology of materials, forest products technology,
metallurgical and design engineering, hydrocarbon technology and the
economics of natural resources.

H=40 It is not possgible to outline here the extraordinary and
continuing growth of the technologies involved. What is important is
that the African States can now, if they act quickly and in concert,
take advantage of these new technologies to repair deficiencies in
their knowledge and to establish more precisely not oniy the natural
resources base for their industrial and agricultural advancement, bhut
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also the optimua process for tlzir exploitation. Knowledge of this
kind would also :znable them to embark with greater confidence than at
present on negotiations with foreign corporations engaged In the

extraction of natural resources for zxport.

=41 The problem of resources is of greater importance at present than
secms to be realized. On the basis of known facts Africa is well
endowed with mineral and hydrocarbon resources which currently account
for well over half of its exports. At ihe same time it is also realised
that only a very small part of such resources are already being
exploited. Were African governments equipped with the capabilities

to explore, discover and evaluate these resources and to secure the
optimum returns from their exploitation, it is believed that an
increasing number of them would find it unnecessary to jeopardize their

economic independeace.

c) Industry

H-42 Although industry has a prime role to play in economic co-
operation, thigc subject is given only limited treatment here because it
has been examined in great detazil by the OAU/ECA Conference of Ministers
of Industry held at Addis Ababa in May 1671,

H-43 The African experts consider that, since independence, the
countries of the continent, im an endeavour to attract foreign capital,
have been continually trying to outbid each other in offering the best
terms to foreign capital in respect of taxation, rights of establish-~
ment and guarantees against additional imposition even if these are of
a social character.
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A-44 Latin American experience, especially that of the Andean couniries
countries, show that it is possible either to adopt the same jinvegtrzgnt
code or at least to harmonize the general principles epning tne tapms
aliowed to_ foreign capital. 1In other words, such general principles
could be adopted by all the African countries, but each country woull

be left a margin of adjustment. Under such an arrangement, the African
countries would lose less in tax revenue than they are doing at present
because of the cut-throat competition existing between different invest-

- ment codes.

1-45 At the same time, they should encourage the promotion of African
multi-national compsnies, i.e. enterprises involving the participation
of African nationals and States in agricultural and industrial produc-
tion. Along the same line of thought, a number of other difficulties

wauld be removed if the same sets of industrial standards. were adgpted.

H=-46 The Drafting Committee puts forward the following proposals
regarding multi-national industrial enterprises:

i) African governments should reach agreement on minimum rates
of taxation on profits of multi-national enterprises. All
or part of such tax proceeds could be contributed to a
common fund for financing new partially state~owned multi-
national enterprises or joint research on develcpment pro--

grammes.

~ H~47 There seems no inherent difficulty, in the light of actual
experience.. of economic groupings in Eurcope and Latin America, in
devising a formula for sharing such foreign exchange in such a manner
that it helps to reduce temporary strains on the balance of payments
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vosition of a partner--State. Comparisons of the price~quality ratins

of products produced and traded within the group and those available
fron third sources have often raised acute difficulties in iatra-group
trading. The Committee feels that facilities should be created for
providing technical support to industrial enterprises on quality control

end industrial productivity.

d) Transport and communications

HO48 The main deficiencies of the African transport and communications
network are now sufficiently well known. The Committee therefore wishes

to draw attention to the following general points.

H-49 Reducing the enormous gaps in the transport network in Africa
{both as between countiries and as between rural and urban areas within
countries) will require considerable knowledge of transport systenms
planning, design, management ancd economics, particularly because of The
close relations now being developed between different modes of transport
For this kind of knowledge African countries now depend almost wholly on

expensive imported services.

H~50 Reducing this gap will also involve a vast increase in the
supply of transport equipment, components and spare parts. This scope
of opportunities for manufacturing such equipment, spare parts and
components will obviously depend on the degree to which governments
adopt and apply standardization policies in order to overcome the
transport bottle-necks at this stage of Africa's economic development.

H-51 Wwith regard to local manufacture it is particularly essential to
stress that the establishment of local assembly plants in the expect~
ation that this will provide essential manufacturing skills is an error.
There is a marked distinction between the skills required for manu~
facturing (knowledge of aero~dynamics, metals, plastics, rubber and
glass, ete.) and those required for assembly. Knowledge of the process
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processes of constructing a building does not in any way imply kncwicdge
of the processes of manufacturiag cement, bricks, construction steel,

paint, etc.

-1,

H~-52 The fragmentation of the market thrcugh the establishment of
small, uneconomic assembly plants for differing varieties of autormolive
vehicles embodying widely differing technical specifications kas pro-zd
extrenely difficult to overcome as the experience of several developing
and semi-developed countries show. Tt is suggested that, judging from
the great poséibilities wnich zutomotive manufacturing offers as a
leading industrial sector in Africa, the OAU, ADB and ECA bhe regi.sted
to nrepare and circulate a short study of Tthe dimplications and conse
quences of fragmentation for the development of automotive moanufactv--ing

in Africa.

H~-53 The foregoing considerations suggest that én_urgently reguies]
step is the design and develcopment of institutions which ncw hardl:
exist for training African manpower in the disciplines essential fo:

these activities.

Roads

H~54 The Committee wishes to draw attention to only a few points: -he
need for international agreements on the identification, design and
maintenance standards, and use (axle load etc;) of roads; the need for
co~ordination of road with other modes of transport; the need for mail+i-
national agreements governing the licensing of road vehicles, joint
pooling and sharing of cargoes, freight rates, insurance, containers,

customs and frontier formalities.

H-55 There is also a need for multi-nationally organized research into
standards, construction naterials and processes relating to roacd
surfaces and foundations.
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1-56 The role which will, inevitably, be played by privete foreign
enterprise in the very large road construction programme regulred

for national and multinational inlegration over the next ten fo
fiftcen years suggests ti": st:diec on the cconoml.s of road soneciic=-

tion will yield valuable policy and operational guidelines.

Inland waterways

H~57 There are known to be 54 river basins in Africa shered by twe
oy more countries. The total area of these basins accounts for somc
A0% of the overall land surface of the continent. The opportunities
of joint exploitation of the potentialities of these waterways
(irrigation, fishing, hydro-electric power, transport) are cbvious.
They also offer opportunities for econcmic co-operation through
systematic developniznt ple-ning.

H-58 The multi-national exploitation cof inland waterways will depend
on the negotiation and adoption of international agreements which

define the rights and obligations of riparian states.

H=56 More positively, and in regard to transport, co-operation wili
be essential in securing loans and grants for improving the physical
infrastructure of inland waterways; in the organization (e.g. through
Joint companies) of river and lake transport services; in the
co~ordination of freight rates and port dues; in the standardization of
traffic regulation; in the design of cus.-oms and transit procedures

and documents; in the training of port and river craft personnel.

Since the subject is of great importance to landlocked countries, it is
reconmended for high priority on the agendas of the regional and sub~
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regional bodies which, it is proposed below, should be set uvp o deas

with trensport questions.

Mardtime transport and coe=tal shipping

B e e e i

#-00 The Committec’'s piincipal points can be stated bricfly.

i) negotiations over fieigh! rates, cargo rgharing cic. with
Conference lines are unlikely to yield much unlcss these

are conducted from a position ¢f strength;

ii) & position of strength, in the present context, requires
nothing less than a combination of national shipping linec,
preferably one covering the East African shipping range
(from Sudan to Tanzania) and another covering the West and
Central African shipping range (from Senegal to Zaire); it
is understood that developments of this kind are already

under way in North Africa;

iii) strategy might takc the form first of organizing and
develoning coastal shipping along these ranges; detailed
studies on potential traffic, port development and
administration (including the question of the location of
container ports) would be recuired, as would a mor: precice
definition of the types of vessels required in the light of
the character and distribution of cargoes and the situation

and development of ports;

iv) Jjoint ownership would facilitatc the establishment of ship
repair and maintenance services, and the training of shipl!s

personnel.
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E~-01 The Committee therefore recommends that the African couniries
should organize an African conferencc on maritime and cozstal shippin
to consider these matters and puat forward recommendations for carly
implementation. The agenda should include consideration of tne

combined transport system as proposed by UNCTAD.

T Air Lransport

E-62 The dominance of the North-South (Europe and USA/Africa) axis
over the East-West [trans-African) axis is one of the most striking
characteristics of air transport patterns in Africa. Another is the
persistence of almost exclusive linke between African eountries and the
former colonial powers with which they were linked in contraszst to the
slow emergence ~ in gpite of the large number of landlocked countries

in Africa - of air transport links hetween African countrie¢s. A third
is the extensive dependence of African national airlines cn extra-

African airlines for finance, technical assistance and nmanagement.

H-63 These three factors would seem to account for the continued
absence of an integrated air route system, for the substantial volune
of African air traffic handled by external airlines and for feebleness
of attempts at intra-African co-operation and integration.

H=64 What is now clearly needed arc steps towards the amalgamation
of national airlines, primarily in respect of their internationail
traffic. This shculd make it possible to reduce costs in several ways,

H~-65 The development of new types of aircraft and new and more
efficicnt forms of organization and nmanagement now in process of
adoption by extra—-African airlines provides them with a competitive
margin which cen only ke met by some form of. co-operation if

integration-is considered difficult to design and implement immediately.
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e¢) Research, Science, Technology and Professional Training

=66 The Committee dwelt at some lengthr on the advantages to be
derived from inter-~Af{rican co-operation in the fields of science,
research, technology and professional training and singled out various

ncints from the abundant literature on the subject.

Hawd7 The developing countries, and African in particular, should seek
to avoid the wastage which was amply illustrated in the Jackson Report
cn the capacity of the United Natiors. Unfortunately, many foreign aid
sources tend to encourage research wnich results in the amassing of
tons of documents that are unused and unusable. The areas of research
should therefore be determined from the apex, having due regard both to
the progress already achieved in specific fields, even abroad, and to
African priorities., This would make it possible to avoid the
duplication of effort which can be seen when research is conducted in
several places at the same time, and to tackle targets that have been

fixed in an order of priority.

H-08 The problem of research is bound up with that of the training
of African resecarch workers and teachers. The Committee's view is that
if the personnel is Africanizes, the efficiency of research would be
enhanced without preciluding international co~operation and technical

assistance.

H-69 From the practical standpoint, measures should be tzken to ensure
the effective transfer of technigues to the countries of Africa. There
have been many studies ocn this point, but the tangible achievenments that
nave followed are still of minor significance. Much of the discussion
on research, science and technology appears to have been concentrated on
two issues, the high and growing cost of imported technology and the
necessity for adapting technology to suit the natural resource endow-
ment, environmental conditions, and sociai features which distinguish

Africa from advanced termperate countries.
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H=70 However, an equaliy pertinent issue is the extent to wiich the
African countrics have been abie to derive full benefit from the
technology for which they now pay. It can be established that rescarch
and technology, insofar as they have effected major beneficial changes
in Africa, have been restricted to narrow areas cf the Aftrican cronomies
which were of interest to advanced ccuntries., Means should be found of
ensuring a broader spraad of the impact of research and technology to

other areas of the econonmy.

=71 It is a well-known fact that the spread of technology in
advanced countries depends on the ability of scientists, technologists
and business leaders to perceive how a technological break-through in
one sector can be adapted and applied to other sectors. As the
Committee has elsewhere pointed out, the benefits obtained froa imported
technology depend on the guantity, cquality, orientation and tcchnio 1l
mix of Africans capable of conceiving, designing, installing cud
operating productive enterprises successfully. This is a factor
independent of political and social ideology. The supply of such will
remain grossly inadequate for as long as educational systems and
nolicies are not structured to produce them.

=72 To summarize, the Committee feels that while there have been
many studies on the transfer of techniques, these studies are often
short on operational ideas that take account of the market structurc,
As a conclusion, therefore, the Committee proposes the fcllowing

neasuresi

At _the regional level:

1) The establishment of joint institutions for training
research workers, in co-ordination with existing

universities;
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2) organization of exchanges of iZnformation;

3) secondment of personncl from African countries which have

a surplus to those where such personnel is lacking,

4} in addition to basiz research, the inclusicn in university

programmes of practical and technological research;

5} the organization and emncouragement of technology centres
for engineering studies. In this connexion, the Committec
is of the opinion that African S5tates should encourage
African companies and ensure their direct participation in
the study of major prcjects such as roads, railways, dams
and so on. However, to be realistic, it has to be noted
that the knowledge necessary in these fields is, for the
moment, the monopoly of companies from the developed
countries, It is for these reasons that the Committee
thinks that African companies could form associations with

forcign companies.

1a73 It is easy to illustrate the importance of even partially
Africanizing this sector because, at the present time, African countries
which need to carry out certain prbjects are entirely dependent on
foreign companies. These companies, out of purely individual husiness
strategy, often lay down comnstruction times that are too long and teras
over which our countries can wield no influence. And it would be naive
to believe that intermational tendering makes it possible to guard
against drawbacks such as exaggeratedly high prices and delays in nroject
implementation,



=74 In the international context:

1)} Wholly or sartially State-owned enterprises in uhe AfFrican
countries couid conclude technical agreements with similar
firms in the developed countries, such as the ralliways

sector;

2} enormous difficulties are encountered in techuology
transfers in cases where licences and patents are involived.
A single engine may involve upwards of a dozen patento,
The Japanese strategy in this respect could be put to gcod
use in Africa, whereby foreign firms holding tire patents
would form associations with African countries and the
patents irvolved would be considered as capital infliows
into the continent. As the share represented -y the
patent rights would remairn fixed, it would gradually
phased out in the long run as the capital is increased and
the advantages of the patent would become Africanized.
Another possibility would iﬁvolve the hiring or
administration of patents which would be remurerated as a
percentage of turnover. Unfortunately, this type of

operation often proves to be very expensive.,

5. MEASURES TO REINFORCE MONETARY AMND FIHANCIAL CO-OPERATION IN AFRICA

O=75 Monetary Co~oneration

The African exnerts on the Drafting Committee have taken account
of all the studies conducted into the various aspects of monetary co-
cperation and have singled out five areas in which they feel such co-
operation is possible, especially i the light of the exverience

.. . R ' .t .
gained in Latin hmerlca—( The different systems corresponding to

1/ ¢f. Javier Marcuez : Scme Latin American experiencee in the
field of financial integration.
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variocus degrees of co-operation are altermatives and not uneczssarily

cumulative, although the more sophisticated monetary co-creration
arrangements can techaically include and surpass the lesc sophisticated
formulas.

e

M6 The differern: formulas are:

- Bilateral agreements;

- African clearing-house;

- African reserve fund {or African Reserve Ban'i};
- African payzments unionj

- African external settlemenits fund.

=77 The characteristics, advantages and disadvantages of each of

these formulas are described belcw,

1. Bilateral agrecements

el

G- The bilateral nayments agreement can take the form of a

convertibility agreement between two currencies, concluded by two

central banks.
H=79 It is not necessary to recommend agreements of this type since
two countries whick trade with one another always find tihie means of
solving problems of payments either in national currencies, oy in
convertikle currencies, or in kind {tarter). It is, to say ithe least,
paradoxical thatAfrican countries issuing national currencies almost
siwvays settle their :cciprocal payments in convertible cuirrencies
{dollars, pounds), and never in their owm currencies. This does not,
however, apply to the East African Community countries which, in

June 1067, signed agrecments lasting at least until 1970, when
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canital goods from the developed countries or other regions.

=60 As shown by the expcrience of the developed couniries in the

post~#¥ar period:

a) bilateral agreements nccessarily involve que:sitative

restriccions. Conscquently, although they rermit
savings of foreign exchange, they <o not cempletely
liveralize trada;
1.3 P it o 4 TE S nT gt a s 1 -
) as a result of the multiglication of bilateral agree

ments, cach country ultimotely finds itself im an
inextricable position in which the r:lative exchange
rates cf currcacies finish by no loager corresponding

to anyvhiing in particular. For exewuple, if Ghana

concludes four paymente agreements, the first with
Zaire, the gecond with FMigeria, the third with Algeria
and the Tourth with Zamhia, the terms of the agreements

between Zaire, on the onc hand, and Higeria and Algeria
on the other cannct be entirely discretionary, but must

take into accouvnt the Grana~Zaire agreement.

R Lk B F

s Nigerid T

LI Algerd

\H\H\\Hh A g ?13’ l
- Zambia?

Disecretion ry agreements area.

formalized agreement area

U

Ghana
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H-81 In other words, the first sgrecnents are discretionary (free)

but the subseguent agresnents sghouid be formaiized (Lrowm the outset,

there arz constraints which can be expr~ssed by an iniiial formula

e
which makes them riore or less autonmatic).

5-82 1 the agreenents to be formalized are subsequently drawn up

on

o

Y
Wl

w
c

retionary haoszis, the overall outcome is one of total
4=

I’a’i l")lx «.L..Lv

H=-%2 The Eurcpean countries which concluded such bilateral agree-
nents after the war, took less than 3 years (i.e. from 1?48/1949
onwards) to realize the disadvantages of proliferating such agree-
nonts. When they decidod to liberalize intra~European trade, they

rerliszced that this was ocniy onossivlie if a multilateral savyments

s7eten were set uo.

h-84 This experience which is backed up by theocry, nroves that

imra~African trade cannot be liberalized or expanded witihout a

pultilateral nayments syshem

H-85 It is often asserted that currencies do not present an ohstacle
vo trade, and, in partieniar, it is statoed thet, as far as the French-
speaking West African countries are concerned, the fact of belonging

4

tec a monetary wnion has not stimuelated trade between theze countries.
H-386 ¥hen one replies that a distinction must be drawn between
currcency and paynents, and that payments difficulties are obstacles
to dntra-regional tradc, one receives the answer that, in practice,
treders always manage to circumvent the difficulties and that, in the
case of the relations bebtween Ghana and the Entente countries, for

exanple, the fact of having to go through the banking channels of

e
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foreign countries is not felt te be an obgtacle. Such assertions by

traders and government officiale wouid seew to be disputable.

He57 The Europcan countries recoinize that the substantial growth
ir intra-Buropearn trade in the post-W.r pericd wndoubtedly stemned
from the 1lifting of -uvantitative res olctions, but alco o a large~
extent from the payments facilities provided by tne Duropean Payments
Union. This union, which was set up on 1 July 19650, iliberaliized 90
ner cent of intra~Buropean trade by January 1645, Similarliy, as will
he seen later, monetary arrangements ingstituted in other regions,

-
2

notably Latin America, have produced th: same erfects,

2. Clearing-house

=806 A clearing-house is set up by 2 nuumber of countries and has a

~

mmltilateral character. LDxample:

”f,/’nger* ﬁ"‘maﬁﬁ‘ , real flows

Gabon.w_ - CnAd .ese.. poretary flows
\\. .‘-.-. 93; /
Ylger—vw~JZaire ch = clearing-nouse

B0 If we consider relations bhetween Jjust three countries, Chad,
Zaire and Nigeria, for example, it ig possible to illustrate the

oneration by the following features:

a) the monectary Flows are disscciated from the re2l flows.

H-90 The Zairian businessman who imports meat from Chad will pay to
the Central Bank of Chad For his imports through a commercial bank in
Zeire. The Centrezl Sank of Zaire, instead of transferring the money
to the clearing-house, simply npotifies it of the debt te the Bank of

Chad.

B
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-1 The Chad businessman was imoorts from FNigeria, anlb Wi Nigerian
who imports from Zalre, follow a similar precedureﬂ Ewvery threc or
six moaths, the clearing-house carrieg out reciprocal CLnoring
operations aso thal, finally, gach cowntry 0o longer has _any bazance to

transfer.
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H-04 Application

a) There iz a central American clearing-house, founded in
July 1561 by tihe Central Banks of Salvador, Guatemala
and Honduras. Costa Rica and Micaragua became members

in 1962 and 1202 respectively.

In any eveni, it will be noted that intra-~regicnal trade
increased from 32 mil:ion US dollars in 1962 tc 249 million dollars

in 19668, i.e. from 7 per cent to 25 per cent of the totsl trade of

e N

these countries. In 1$79, this volune increased to 260 million dollars.

The clearing system hac therefore been o decisive factor in stimulating

intra-regional trade.

b) The LAFTA (Latin American Free Trade Association)

clearing-house.

The initial 1969 agreement covered Argentina, Brazil, Chile,
Mixieco, Paraguay, Peru and Uruguay. The Dominican Republic joined
in 1909,

fHi-9% As an illustration of the effect on intra-regional trade, we
shall simply mention here that the volume of payments dealt with in
1971 was 26 times greater than that of the first operation in 1966,
increasing from 4 million dollars toc 156 million dollars. This proves
that the member countries are placing greater confidence in the
multilateral clearing system, even though they undertalke certain

operations ocutside.

et A A s Nt i
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c) The syebem recomaended 2y the IMF between Grzna and each
of the Entinte counteies is not, stoictly speakiang, a

of

seri

a

agreements tabtween the Centra
the agencics of the BCEAG in

multilateral clearing-bouse sygtem, but rather 2 es
1 Bank of Ghana and each of

the Bntente countries.

3. African reserve fund

H~06 The common reserve fund is often used to complement the clearing-

house,

H-37 Under this system, each country pays to the fund a certain
percentage of its reserves. It should be pointed out, at this juncture,
that:

a) The Afriecan countries, and the African institutions, invest
their reserves in the developed countries, thus helping to
further increase the credit of the depositary countries at

the expense of the Afrigam countries;

b) The African countries as & whole are creditors of the

developed countries.

a-adoxical result is that

Africa is financing the growth of the industrial countries.

H-98 Under the reserve fund system, each country remains in control

of the reserves which it has placed in the fund, As far as operation

is concerned, the fund allows for drawing rights similar to those of

the IMF and can make lonans. The unused rescurces can be invested in the
form of bonds, for example, but in this event the investments are

managed by the Fund.
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