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The Committee on Relations with the African States and
Madagascar was instructed in a letter of 15 June 1970, from
the President of the Parliement, to give the Political ,
Committee an opinion on European action for a policy of
support for developing countries with a view to the debate
with the Council of Burope on the theme "The future of
Buropean unification and action by Europe for a policy to

‘benefit the developing countries",

- On 3 July 1970, the Committee on Relations with the
for opinion.

- The opinion set out below was discussed by the Committee
at 1ts meeting on 3 September and unanimously adopted. '

 Present: Mr. ACHENBACH, Chairmep |

Mr. BERSANT, Vice-Chaigman and Rapporteur
Mr. FELLERMATER, Vice-~Chairman gL

MM. AIGNER
ARMENGAUD
ERIOD
COLIN-

DEWULF

GLINNE '
HABIB-DELONCLE
HEIN '
HUNAULT
LAUDRIN
SCHUIJT
STENALE

\J
b

87



¥

I.

- il -

CONTENTS

Main economic and social problems in, the developing

countrles,'...4.,.g.q....,....-.-.'.....-....1».¢¢..

(l)GenCral featur‘es YR B BN AN R O RS R Y R R A B S SR B NIRRT Y AP B N A R O W 1
(2)Some specific aspects D R EE TR R PP

(a) l’x rlculture .‘..'._‘."........,.‘,....""‘
<b) Industrial dOVélOpmGnt D I
(¢) The problem of capital £ormation eeveseorsas

~IT. The Association of the African States and Madagascar
with the European Economic Community ,eeevsvecersers -

(1) The African Association - a positive dovelapmeht
in relations between Europce and AfPlC“ cesecosons

(2)Background ."Q".."'.""'....""""’.“.l'."
{(3)Deveclopment of the Association from 1958 to date
~ {#)The cconomic balance sheet of the Association ...

(a) Flnanclal ald by the EC i'.‘.l<’00."".’."'}

(b) The trade prOblem LR B AR AR RIS BRI X AF B Y O BN N K K B IR B B O B '}

(5)Some special aspects of the new Yaoundé A
Convention “O'l..".’li..‘..l‘.’..."."‘.”‘.‘.!

{6)Prospects for industrialisation in Africa caeven

(7)The significance of the cnlargement of the EEC
fOI’ the ASSOCi&ted St&teS» locoo.ooovvonb,gct"""

IITI. Political aspeets of the cconomic relations between

Ive Fj—hal remarks .ll.'.'..."."ﬁv‘;“...“l"'.'.#l"'.”.'»

intustrislised countries and developing countries -
objectives and resSUltS sevececocecessoccvoeosoarssoacs

(1)The first development decade evvevvoverroervossnes
(2)Changes in international attitudes .....ecuveesss
(3)The sccond development deCade sesseeeorecsscccnss

(4)Two basic documents for the study of development
aid: the Pearson Report and the Jackson Study ..

Appendiccs: Statistical tables.

%) B Y bdbd el

b

o ~3 U

10
10

12

,15

18
21
25
25-
26

28

4o
45




B

'I. MAIN ECONOMIC AND SOCIAT PROBIENS IN
T TTHE DEVELOPING COUNTATES '

.(l)”%General features

1, Originally "development aid" meant assistance to under-
developed countries to enable them, once they had become |
independent, to raise themselves to the level of the more
developed nations. Before the second world war, no country
~would have thought of givine freely part of its own resources
to developing another country or the colonies of another
country. Furthermore; no country possessing colonies would
have administered territories under its jurisdiction other

than in its. owmn interests. In such a context, therefore, the
term "development aid" would have been quite unsuitable.
Although there were & number of independent countries before
the second world war whose standard of living was inferior -
to that of the industrialised countries, there was no question
in the terminology then used, of developing those countries, :
but rather of utilising their resources. The utilisation of
resources, however, signifies the exercise of political
influence by material means. At that time, churches and

private voluntary organisations, as part of their missionary

or social activities, czme closest to the present idea of
"development aid%. . o v

2. It is only since the end of the second world war - when

many former colonies in Africa and Asia have bscome

independent and sociological and political economy research

have been concentrating increasingly on the various aspects

of economic and social development =~ that wide sections of

- public opinion have become awarc of the proeblems raised by
development aid on a world scale. '

3. At present, the evolution of relations between the
industrialised and developing countries is at a delicate
stage, characterised by an improved knowledge of the real
‘nature and dimension of development problems, a better .
understanding of these populations which have already reached
a quantitatively satisfactory level of development and an
awareness - now widespread and deeply roocted in the ,
countries of the third world - of the fact that in the face
of their needs the industrialised countries have a specific -
responsibility and possibilities of action within the :
framework of an economic and social development policy of
joint interest to all peoples. Today we can see how - ;
modest are the results obtained after approximately twenty
years of effort in the development sector, and note the
continuing presence of economic machinery - in investment,
trade and technical co~operation - which prevents a
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~reconciliation of the conflicting interests of countries wvhich
arce developing rapidly and of those which have stopped on
the threshold of modern civilisation; we see, @bove all, the
~urgency of certain problems of underdevelopment, such as
~hunger, vhich are resulting from the populaticn explosion and

- the instability arising out of sccial inequality. The modest :
efforts made and the very real obstacles are the less justifiable
if we consider the fabulous amounts put into arms.stockpiling ‘
ard military preparations. The problem of disarmament is still

in evidence as one of the £a0LOrS CONGLILLONING ony eiiective :
development policy based on just international utilisation RO T by

2

of all available resources.

Particularly in the light of the increasingly acute
conflict between north and south, i.e, in the light of the
ever more marked disparity between the standard of living of
the highly developed and rich countries and that of the
‘underdeveloped and poor countries, as well as of the burning
problems resulting therefrom,; urgent attention must be given
.to the various questions connected with the economic and
~social development of the economically weak countries. Today
development aid means the assistance given by the industrialised
counvrics To the deve.ipping countries Tor reasons of soilidarity,
~in order to improve their Living conditions and economic .
“situation and to guarantee their independence. B

Development aid requires from the donor countries a new
outlook on relations with the beneficiaries, and ability to
adapt to the existing situvation. The “rich" countries must
export not only technology and capital but - while respecting
- the autonomy and independence of the beneficiary country -

. a whole body of technical and organisetional know-how which
will allow all human and natural resources to be fully '
developed, 3 ' :

%gv In the developing countries existing production capacity
is not fully utilised, and as a result productivity is low
and the level of the per capitc national product modest.
_ Ava;lable production capacity would allow of & far greater
nqt;onal product, if production factors were not so SRS b
dlsprgportionate, that is to say if there were not a e >
- relative abundance of labour with a relative scarcity of
capital, The problem of underdevelopment con only be
solved by improving the relationship between the various
production factors. « - : -

&

~ Boonomic and social underdevelopment is conditioned
by numerous criteria; this does not mean that these apply . -
equally in all economically weck countries. Generally

oo




speaking, however, the social and economic situation of
states or regions commonly considered as belonging to the
underdeveloped parts of the world have the following .
characteristics: . . . o

~ low per capita income, resulting in inadequate
nubtrition, typical deficiency diseases, primitive
andunhealthy housing conditions, a low life
expectancy and a high birth rate; ‘

~ a "socio-economic dualism", that is to say, the
‘existence of sectors and regions with a market ,
~ econonmy, side by side with others with a subsistence
economy, as well as extreme inequality in income
distribution. This "socio-economic dualism" results
in poor economic integration and inadequate supplies
for the population, both obstacles to the creation
of markets capable of stimulating economic growths

- lack of savings and consequent low cepital formation.

~ Dhe result is an inadequate rate of investment which
cannot be compensated for = OT only to a mincr extent -
by foreign capital contributionss; ) ‘ S B

- concentration of production in the primary sector :
(i.e. agriculture and the extraction of raw materials,
with constant deterioration in the terms of tradel.
Moreover most of the developing countries have an
inadequate material and intellectual infrastrufture.
Consequently it 1is difficult for administrations
to draw up and implement coherent development plans.

(2) Some specific aspects

Moving on from agriculture +to secondary and tertiary
activities : '

5 Tt needs to be known to what extent a ra?ional :
promotion of the economy = beginning with agriculture and
the progressively developing ‘ind,s‘srg and trade - can o
benefit the economic development of The countries concerned.

(a) Agriculture

Tn the interests of the economic development of the
developing countries it would secm opportune, in the first
place; to strengthen existing production. While any :
Treasonable industrisl policy should be encouraged, 1% would
be wise not to expect too much from it. . The change-over
from mono-culture to a programme of mixed production




(leGfSlflcailon) in the agricultural seotor, together with an
~ dimprovement of production structures and extens1on of the range
of products cffered, are more constructive measures. Once

the infrastructure has been improved, a water supply assurecd

~ and vocational training improved, the essential conditions

for the ratlonallsatlon of productlon Will have been created.

There then remains the essential problem of redu01ng
the risk for the developing countries constituted by acute
price fluctuations on raw material markets and of setting
up adequate marketing machinery. Moreover, the programme of
agricultural production requires that exports of raw materials

"'fand agricultural products from those countries should not be.

hindered by protective tariffs. The essential aim of all
agricultural policy must be to eliminate existing deficiencies
~and improve agricultural structures, thus increasing the
contribution made by agrlculture to the natlonal income.

A productxv1ty increase in agrlculture eould do much
to improve the situation, particularly as regards employment
of 1abour, the demand for non-agricultural products-and
servmees, balance of payments, capltal accumulation,
ensuring supplies for an ever increasing population and,
finally, supplies forkthe processing industries.

”(b) Industrial'developmeﬁt

The establishment of a viable industry of a size which
would allow the living standard to be noticeably improved,
is also an essential objective for the developing countries.
Industrialisation and the promotion of agriculture are not
alternatives as regards the strategy to be adopted. On
the contrary, the improvement of agricultural structures is
a necessary, though not always sufficient, condition of
1ndustrlal development.

Approprlate expansion of industrialisation in developing
- countrics should be viewed in the context of an increase in
,naolonml 1ncome, a diversification of production structures -
particularly in the export products sector, in order to '
stabilise or increase the existing income from exports -
improved ozganlsatlon of trade outlets and, finally, efflclent
utilis atlon of the underemployed agrlcultural and urban
’ labour potentlal

In the 1lght of the present situation of the éeveloplng
countrles, the currency contribution consequent upon
industrialisation is an extremely 1mportant factor in
preventing or at least limiting an increase in this debt to
the dndustrialised countrles conoequent on their hnge capltal
re%ulrements.

/,

{
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(c) The problem of capital formation

6. The implementation of development programmes of
vwhatever kind, always requires extensive capital, The °
countries at present in the process of developing are :
characterised by a shortage of technically advanced capital
equipnment; this means that many natural resources cannot be
properly utilised. The essential problem of the developing
countries is thus the formation of liquid capital. But -
~experience has shown that voluntary savings are very small
in the developing countries because of the low level of real
income. The one remaining possibility.is, therefore, the
“transfer of capitel, technical know-how and lsbour from the
developed to the developing countries. This raises the
delicate and complex question of investment risks and ‘
possible muitilateral or intermational gusrantee systems.

 II. THE ASSQCTIATION OF THE AFRICAN
STATES AND MADAGASCAR WiTH THG BUROPFAN ECONONIC COMMUNITY

(1) The African Association - a positive development in
B relations between Burope and Alrica '

T When the six European states prepared in 1957 to found
a European Economic Community, severals of them still had
overseas possessions, while others had special relationships
with newly independent states. When the EEC Treaty was
drawn up, these situations were the subject of thorough
study. Finally it was decided to reconsider all the under-
takings and relations of the various European states within
~the context of the EEC. ' R
The Association of the African States and Madagascar
with the EEC, at the beginning undeniably tainted with neo- ;
~colonialism, was later transformed into a real irternational
vartnership with the Community. And what started as a '
treaty of association between member states and African
overseas territories, most of which were not then independent
is now ~ its content having been subsequently developed and
formulated in the Yaoundé Comvention - an international
relationship, regulated by a treaty in which the African
and Malagasy states participate on a footing of equality.

Although the Association enjoyed no spectacular economic
successes during the first five years, it nevertheless
proved itself politically, since it did not disintegrate
when most of the African states became independent. In
spite of their very diverse political situations, the '
African states succeeded in maintaining the Association.
In 1962, when the first five-year Convention ended, negotiations

&',/o
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were immediately. started for the ,urpose of concludi a new.
y , ng

x,;ﬁomvention, this time however with independent states. Thus

it wes that on 1 June 1964, the Yaoundé Convention came into
force and that again at Yaoundé, on 29 July 1969, & Convention '
extending the Association for a further five-year period was
gigned between the BEC and the eighteen African and Malsgasy
states. ' T ‘ ' ‘ ~ ‘ o :

8. The favourable conclusion of negotiations for the
renewal of the preceding Convention of Associstion (which

 hed expired on 31 May 1969) and the signing at Yaoundé, on

29 July 1969, of a new Convention of Association, constitutes
an undeniable success for the Europsan Economic Comnunity.

- In spite of the divergences which came to light and were
gradually solved during the negotiations, the six member
states of the Common Merket never questioned the need to N
maintain the Association, thus proving that they were fully .
aware of the political importance of the privileged relations
established with the assoeciated states. It should be noted
that although the EEC member states had the possibility of
so doing, they did not yield to the temptation to make the
Association's fate dependent on the solution of other,

- frequently serious and delicate problems with which the

Community hed to deal during long months of negotiations
' with the African states. : o ’ '

- _Co-operation with the African countries is not of e
equal economic imterest for all the member states. On the
~other hand, sclutions had to be sought in line with community
policy for 211 developing countries.  In view of this and
the implied exXtra financial effort, the new Convention should
be judged favourably. The African countries - which at the .
beginning of the talks made far higher demands than they
finally agreed to - showed political realism in gradually
adopting.a more flexible attitude in the course of the
negotiations, since they understood the very real difficulties
the Community would have had to face in order to meet their ‘
requests. : ' o ' '

9.  The Association has thus becen a succcss for both
contracting parties. Combining territories throughout the
African Conmtinent, the Association and its institutions

today represent a factor of stability and progress for the
whole of Africa. Thanks to the principle of equality and “he
Associationt's basic objective, it has gradually rid itself

of the neo-colonial taint of the early days and is making
headway towards a true partnership., The argument of the
opponents of this Association, who maintained that African
- association with the REC anounted to a sort of neo~-colonialism,
has always been energetically rejected by the Africans. The
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sincerec c¢fforts of both Africans.énd Europeans have helped
to make this Associatlon an instrument for the protection
of “he specific intereSts of the African partners.

~ This striking pOlltiC”l development a basiec factor in
the success of the African Association, is brought out by
the fact that other African states, formerly bitter critics
of the Association, have either become active members or, at
least take a favourable view of it. Today fthe Assocxatlon
is secn increasingly both by the associated African states
and by other developing countries as a typical form of T
regional co-opération between a group of developing Afrlcan S Ty
countries and the Europe of the Six.,

The European stﬁtcs must do their best to improve and
render more stable the continuity of the Association. The
- long negotlatlong for the rcnewal of the Convention of '
Association and the slow procedure of ratification by the ‘
national parliaments of the Six have delayed its applications -
o fact which the assoclated African states find it hard to
understand. That is why the European Parliament asked
that the new Convention should be concluded for a period of
7 years, so that the assoeciated states could work out long-
term development plans and, in the light of past experience,
avoid the drawbacks of fresh negotiatlons at cxcessively
short intervals (1). Authoritative voices have also i
repeatedly been raiscd in favour of a Convention of unlimited
duration, whose detailed administrative and flnancial :
provisions could be periodically revised.

The pursult and strengthening of associlation with the
African countries is in the interecsts of the peaceful
development of Black Africa and in the political and economlc‘
intercsts of the European Economic Community.

(2) Background

10. Chronology

1 January 1958: Trenty of Rome which in part IV and in the
: - Convention of Application regulotes speecific
relations between the EEC and the overseas
countries and territories (OCT);

1960 -~ 1962: The 18 African and Malagasy States become
- _independent; they declarce their intention
of continuing the EEC relationship =~ legal
and political adaptation of relations.

.

(1) Cf. Resolution on the renewal of the Yaoundé
Convention of 2 October 1968, JO No. C 108 of
19 October 1968




20 July 1963: Signing of the Yaoundé Convention (Yaoundé[I).

1 June 1964: Entry into force of Yaounde T (expiry date:
o 31 May 1969). v

v % April 1968: Communloatlon from the Commission to the
T ; Gounoll regardlng the renewal of the Oonventlon.

23 July 1968: The member states undertake to start
‘ ' "negotlatlons before 31 December 1968.

19 December 1968: First meeting of the Gontractlng Partles at
ministerial level, Decisions taken: -the:
meeting is followed by several meetings at
expert level, 7 meetings at ambassadorial
level and 3 more meetings at ministerial level
(26 March, 29 May, 26- 27 June in Luxembourg).

28 June 1969: The text of Yaounde IT was: approved.
 (3) Development of the Association from 1958 to date

11. At the accession of the African countries to independence
in 1960, two different conoegts prevalled as to the nature of
the 5E§/AASM association.

- some maintained that the A38001at10n represented a
temporary solution, justified by the dependence of the
%B}rlfories concerned on the mother countries in
Burope and that this depcendence would disappear with
the accession of these countries to full polltlcal
and economio sovereigntys; . :

- others maintained that the Association was an
instrument of lasting co-operation between Europe and
Africa, based on a permanent Moffer of association"
vhich was binding on the eix member states of the EEC
by virtue of Part IV of the Treﬁty of Rome.

, To a large extent, the adjustments and changes in the
Assoclatlon over the years hgve resulted from the confrontation
of these two concepts. ' -

The 1958 system of association was based on the
"Convention of application" annexed to the Treaty of Rome,
It wes chonged by the first Y@oundé Convention (196%) on

- the following lines:

-

~ in regard to trade the horlzontal links between the
18 associated countries were dissolved and the system
of free trade with mutual tariff preferences, between
the EEC and the 18 states was alone malntalned°



-G -

- communlty preferences apolylng to the troplcal v

- products of the associated states were, however,

~reduced in certain sectors; +this reduction was
made up for by the advence application of the
common external tariff to the products concerned.
A special system was provided for African products
similar to and competitive with European agricultural
products; the inhterests of the associated states
were taken into account in the elaboration of the
joint agrlcultural policy (Artlcle 11 of the first
Yaoundé Convention);

- the system of “guaranteed“ prices hlthertc in force
in France for tropical @roducts from French speaking
Africa was cancelled and the associated states

~undertook to adapt progressively to world market
conditions. This disadvantage was, however, el
partially offset by the 1nstltutlon of a system of
ald to production which permitted a degree of price
support for certain sensitive products (the total
amount that- could be devoted to price support was
137 million dollars, but the actual expenditure was
around 3% million dollars, the balance being used
for structural transformation of the economy),

-~ the flnanclal ald akready fixed at 581 million
dollars for the b years from 1958 to 1962, was
increased to 800 million dollars and took the form e
- of gifts (620 million dollars), of special loans -
(46 million dollars), or ordinary loans from fumds
of the European Investment Bank (64 million dollars).
A major innovation was that of technical assistance
in all its forms, which had not been provided: for
under tne 1958 agreement ;

-~ an 1mportant innovation of the first Yaounde Conventlon,
vihich ‘corresponded to the legal and political
evolution of the countries concerned, was ‘the .
establishment of institutional macnlnery for the
Association consisting of:

- a council of ministers, assisted by a standlng
~committee of ambassadors;

-~ an annual parliamentary conference, prepared by
a standing committee with equal representation;_

- an arbitration court of the Association.
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(4) The economlc balance sheet of the Assocﬂatlon

12. With the expiry of the first Yaoundé Conventlon (31 My 1969),"

there ended a period of international co-operation which
 provided a valuable example in the sphere of economic hlstory,
world economy and development policy. Morecver, the resulis
of the Conference on World Trade, UNCTAD and the Kemnedy Round
. were to modify, together with the increasingly strong
tendency to establish multilater%l, financial and technical

. assistance relations, certain prior considerations underlying
the Yaoundé Convention of Association. Thus it was that the
industrialised countries of the EEC found conflicts arising
between the undertakings they had given at the Conference on
"World Trade and those they had entcred into with the -
358001?$ed African states in the matter of preferences.

Whlle opponents and supporte s, of the Convention of
Association are unanimous in rocognluing that thanks to the
first and second European Development Fund decisive results
have been achieved in the associated states, it nevertheless
became cvident during negotiations for the renewal of the
Association (Yaoundé II) that the second. Conventlon would
have to contaln certain new components.

‘ As has repeatedly been said, the aim of the A88001at10n
" is "ecconomic independence" w1th, in consequence, possibility
of integration into the expan81on process and unlflcatlon
oi warld economy.

T How, in fact does the economic balance sheet s‘cand
~at the beglnnlng of the third Coaventlon of Ass001at10n9v

(a) Flnancial aid by the EEC

- 13, The iinan01a1 and tedhnlcal assistance glven to the
associated states is intended to make their products more
competitive, to develop essential infrastructures, to train
specialists in all sectors, to 1nten81fy trade relatlons and
to change structures. :

The speclflc 1nstrument of the A38001at10n's flnancial
policy is the Buropean Development Fund (EDF) (). The
third Development Fund has been furnished with 918 million
‘units of account . The amount to be placed to the credit

s/ @

(1) ,Cf. Metzwer Report on the flnanclal and technicsl
co~operat10n situation in the EEC/AASH Doc. 89,/1968/69:
see also European Development Fund, from the beginning
of the progect to its 1mplementatlon Commission of

~ the European Communltles, 818/2/VII/1966/5
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of the Fund was the subject of keen debate during negotiations
Tor the renewal of the Convention. The African countries
demanded financial compensation for the UNCTAD preferences
granted by the Community to other developing countries for
finished and semi~finished products. However, at the
Conference on World Trade at New Dehli (from 1 February to "
.23 March 1970), the associated African states decided, after
long hesitation and after again demanding financial =

- compénsation, not to oppose world regulations on preferences,

and asked instead that the amount to the credit of the
third Fund be doubled and fixed at 1.5 thousand million

dollars. They alleged. that the loss of their preferential
- position on the EEC market called in question the very raison
d*&tre of the Association. ‘ o SR

The European Parliament maintained that the amount.

contributed to the third Development Fund should be
200 million units of account a year (i.e. 1,000 million
units of account in five years) {1). PFinally the actual
incrcase in absolute value-was 25% (the Fund having been
credited with 730 million units of account in the context
- of the preceding agreement), an amount which certainly

merits consideration (2). - : P

14, Various factors, however, suggest that the credits of
‘the third EDF should have been highers : : it

~ the population growth in the associated states B
- which has resulted in a reduction of the per capita.
assistance at present envisaged; '

- the increase in the prices of industrial products
bought by those states from the industrialise
countries, in particular the Community; '

- inflationary tendencies, combined with a relative
reduction in bilateral assistance granted to the

~AASM in recent years. In any case if the increase -
in the Community gross national product (approximately
5% per year) is taken into account, it must be ‘
adnitted that an additional increase in assistance
would be both necessary and possible.

(1) €f. resolutions of the Buropean Parliament of
2 October 1968, JO No. C 108, 19 October 1968 and .
4 June 1969, JO No. C 79 of 21 June 1969; Thorn Report
on the renewal of the Yaoundé Convention, " -
Doc. 137/1568~69 S o \

(2) The second Fund had been increased in relation to the
first in roughly the sane proportion, its capital
having been raised from 58L.25 million units
of account to 730 million unite of account.



M“»’l‘eo"efs it is rvegrettable that a fraction of ;publ e ~o;>5;n_~:_0n S

~tends %o consider the financial aid glven in the context of +the
Lssociation as returnable in the form of orders for the beneflt

- of the donor country's own economy. Every member state has, as
& result of its adherence to the Communlty, an interest in :
participating in the African Association market under correct

and non~d15urlm1natory competitive conditions, particularly since
this market is supplied thanks to EDF investments. Here the fact
that after years of serious imbelance, resulting mainly from the
pr;vzleged competltlmejpmﬂxlon acquired by the former colonial
countries in the course of history, a trend towards more balanced
relations is in evidence, must be accounted a positive factor.
Moreover, part of the bilateral aid by member states: should be ‘
trensferred to the EDF, or should at least be co-ordinated with

- Community aid. = The only organs capable of co-ordinating bilateral

and community asalubance - with the exception of assistance ia
the form of foodstuffs from the Community, the first and only

- assistance activity at Community level which is not replonally
restricted and which is based on a Community undertaking in the
context of the international cereal agreements = would be an

- EEC working party to be responsible for technical assistence and

- regular consultations between the Commls sion and the various
; membew s%atesg ‘

e - There have been proposels to set up a "Steerlnd Commictee"'
1c% Furopean level to deal with the co-ordination of all Community
- asgistance, on the one hadd, and bilateral assistance by nember
states on the othner. Such a body should not be content With
cumordzratlng financial assmstance, nor confine itself to certaln
~regions, - The decisive factor in improving and co~orﬂlnat1ng

Community and bilateral ass¢staﬂce thus remains the polltical
will %o do so. :

o

(b) The ‘i”:c'ade prob‘!‘_e‘m : ‘ g S S ‘ Lo

15. An analJS1s of the rcsolutlons of the Eurcpean Pafllgment
and of the Parzlismentary Con ference of the Assoclation, shows that
the two varlizmentary institutions teke a generally fﬂvou”anle

- view of the functioning of development aid end financial u551stanoe
institutions. As regurds trade nearly all the resolutions
eniphasise the need to seek jointly ways and means of inecreasing :
trade between the EEC and the A Associated States and of ellmfnatlng;
obstacles to the rarketing of Africen products on EEC markets.

The development of trade which, togathem with the EDF, is one of

. the pillars of the Ass soclation, is, /in effect, far more 1mportant
for developlng countrleu than IJnanClal ald fxom abrea te

| An exam1mat;on of trade betwesn the EEC and Africa oertalnsy
~shows that Afrﬁnan exports to EEC countries have increased;
khcweyerg this increase in volume has been apcompanled by a
considerable fall in prices. — Moreover, EEC imports from certain
other groups of countries have shown & greater increase than

g;rorts from the AQSOula ed States. This can be mainly explained

‘«-5/;.._,

s

w.
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- the discrepancy between the value and volume of exports,
due cssentially to the drop in world market prices for

- export products and, to a lesser extent, to a deterioration
in the quality of certain products; o e

- the difficulties of the AASM in selling their products on
the markets of EEC member states with which they did not
or do not have traditional links and whose prices -
despite the tariff advantages granted in the EEC - can
often not compete with the prices offered by third states.
Within the framework of the Association measurcs (such
as market research, participation in trade fairs) to
facilitate the penetration of all Community markets by
AASM products have recently been prepared; -~

- competition between products originating from the AASM
and third countries on the markets of member states
where the law of supply and demand prevalls, in many

cases favouring member states, whose trade and marketing

‘possibilities are more highly organised, or traditional
trading relations which existed with member states prior
to the-conclusion of the Treaty of Rome and the :
Yaoundé Convention. : : - :

16. Trade between the Community and the Associated States is
regulated by free trade area principles. Since 1 June 1968 all
AASM products are imported duty free into the Community; this
general rule is, howcver, subject to certain important exceptions
(1). 1In spite of the free trade area and of preferences from
which they have drawn considerable and irreplaccable profit,
the AASM have, generally speaking, achieved the hoped for
results only in part. The European Parliament has, on various
occasions, spoken in favour of other Trade measures in .
conncetion with the AASM and they have recently adopted, for
example, a resolution whereby the Community would grant more
favourable import terms than formerly to agricultural products
from the Associatcd States which are similar to and compete
with European agricultural- products (2). At the same time 1t
concentrated on establishing a link between the initiatives
taken in connection with the AASM and the overall policy of

aid to the Third World; it also noted that the provisions of
the new Yaoundé Convention neither preclude the establishment
of generalised world preferences in favour of finished and
semi-finished products from the developing countries, nor
prevent the Associated States from benefiting thereby.
According to the European Parliament, the institution of such
generalised preferences should be conditional. upon the granting
£o the AASM of advantages at least equivalent to those they
enjoy at present. ' ‘ ‘ ‘

O

(1) Cf. in this connection the explanations given in the }
. Achenbach report on the Assoclation Agreement between the
EEC and the Associatsd African States and Madagascar,
Doe. 176/1969-70. |

(2) Cf. Besolution of 9 December 1969, J.0. No. C2 of
- 8 January 1970. o

~

“«




Desp¢te the many measures JoiDtly agreed by the Communlty
- and the AASM, the basic trade trends between the Community and
 the Associlated States are not entirely satisfactory: the
latterts exports to the EEC have increased annually by ;
“approximately 3.4%, that is to say wmore slowly than their
exports to all the industrialised countries, which have
increased by 3.6%. The continuous international deterloratlon
in the terms of trade ivcrea51ngly Justifies the urgent need,
emphasised repeatedly by the European Parliament, for an
equitable regulqtlon of raw material markets. It remains to
" be scen how prices and markets can be guaranteed and a
stablllsation fund 1nstituted for troplcal products (1).

In its capaoity as the biggest partner in world trade;
the EEC has a growing international responsibility in these
matters; already the EEC accounts for the largest share of
world trade, namely 17%. After its expansion, its share of
‘world trade will increase to 25% and if, as is hoped, a
preferential policy is 1mplemented in the Mediterranean Basin,
-1t would appropV1ate more than 45% of the world's trade., The
following figures may be given by way of comparisons the share
of the United States amounts to approximately 15% and that of
~ the USSR to W4%. It is easy to 1mag1ne the important ‘

‘ consequences of this for UNCTAD. » .

17. A few other figures will cast further light on the
‘ problem. The Assoclated States have a total population of
some 65 millions, a figure which subseguent associations -
. eoncluded with other African states have 1ncreased to
aporox1mately 120 million (2)

~ Black Afrlca as a whole has approximately 230 million -
inhabitants (7% of the world population), whereas the total
population of all the developing countrics is 1,300 million.
These figures show clearly that the immensec problems raised
by development aid can only be solved in a world context.
The first trade power in the world has responsibilities
which mean that it cannot lend an car to the associated
African states alone, although the latter must oontlnue to
benefit by prefercnces, justificed by the particularly
critical 31tuation in Africa as a wholc «

El

(1) The European Parliament has several times voiced an
- - opinion on this basic problem in proposals relative
- thereto, namely following the Armengaud report presented
at the Parliamentary Conference of the Association hold
in Strasbourg in 1967 (Doc. 20 QPA of 20.12. 7)

.

(2) In chronological order they arc: Nigeria, the

East African Cémmunity (Tanzania, Kenya, Uganda),
Tunisia and Morooco. :
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. The opponents of aSSOCIatlon with Africa have concluded
from this that the system of regional preference for Africa is
out-dated and should therefore be discontinued, Such a
solution must of course be reﬂected, ‘above all because no-
clear idea exists on how to assist the countries concerned in
the meantime and also bécausc no world agreements have yet

- been concluded. One fact is certain, namely that preferences

granted to the AASM have. not hindered the develiopment of .
~ Community trade with other developing countries. our concern
- must be not to discontinue the Association or to cancel
existing preferences, but to suggest how the Association can,
without upheaval and while respecting its specific character,
- be fitted into a world programme for development aid, This

accordingly again raises for Europe the urgent problem of the
Medlterran@an Basin and Latin America. ,

(5) Some special aspects of the new Yaoundé Convention

18. The general structure and organisation of the
Convention of Association has remained largely as in the

~ preceding one, The content has nevertheless been modlfied
in respect af certain sechtors.

, Of the 64 Articles of the first Convention, 27 have
remained unchanged., Several of the 27 Articles have merely
required editorial adgustmento, ch@ new de facto situation
having been accepted. .

Tt will be noted in partwcular that all the pwov1sions
regarding institutions and procedures have remained =
unchanged. The new Articles 59 and 60 have, however, been
- slightly modified. The former concerns the duration of the
Convention (5 years from the date of its entry into force
but with the expiry date set at 31 January 1975); the
latter deals with the rencwal of the Convention-itself. From
now on negotiations must start 18 months prior to the explry
date Instead of 1 year as stipulated in the p%ec&ding
Convention.

It is also interesting to note what has changed in the
new Convent¢on as compared with tne preceding one.

19. A. In the flrst plaoe regard has been had to the need
for a coherent EEC policy at world level (in UNCTAD) and at
regional level has been taken into account - To this end:

-  EEC customs dutﬂeq have been reduced for a number of
- tropical products (for coffee from 9.6% to 7%; for
cocoa from 5.4% to 4%; for palm oil from S% to 6%) in
order to emphasise the open character of the Communlty
and the lack of all foundation in fact for the
accusations of probtectionism brought against it;
)‘:

oS




- 1t. has been agreed that the provisions of the new '
Convention shall not preclude the institution of a general
system of preferences and shall not hinder participation '
therein by the Associated States (Protocol No.lt to the
Convention)s the problem of compatibllity between the
regional preferences of the Association and the general
preferences proposed by the countries of the Third World

- at UNCTAD level and adopted in principle at the o )
World Confercnce in New Delhi has thus been constructively
solved. : ; :

20. B,  Morcover a new trend is evident in the second
Conventilon in the encouragenment of inter-African co-operation
enunciated in the following provisions: '

- confirmation and even accentuation of the freedom of the

~ Assoclated States to co~operate with each other within
the “framework of customs unions, free trade areas and - .
sector agreements; as well as to coaclude economic S
co-operation agrecments with other-African countries '
(Articles i2 and 13): - ‘ ' '

- The Community rsnounces the benefits conferred by the
most favoured nation c.ause, when it is a question of
rganising reglonal co-operation between the Associated
States and other African countries;

e

- regional co-operation will also be stimulated by
- financial and technical assistance (Article 19);

ik provision has been made for initiative on the part of
- regilonal and inter-gstate organisations as regaids the
presentation of requests for financing (Protocol No,&).
21. C. In accordance with its first Article, the nevw
Qonvention'aims at eonsolidating the economic structure and.
Independence of the Associated States and at furthering their
industrialisation. With a view to strengthening the '
- production, particularly in the industrial scctor, in the
African COultrics, numerols provisions of the fivst Convenbtion
have been changed, malnly as regaras investment policy, and,
to some extTent trade arrangements, in order, above all, to
proteet local and new industries. In particular;

- Cach Associated State may maintain or introduce customs
duties or taxes of equivalent erfect in respect of the
DEC to meet its development requirements or to fund its
- budget (Article 3): ' ‘ T

- the Associated States may maintain or introduce quotas
for imports of European products in order to meeft
development requirerents or in the event of difficultiss

-with their balance of payments (Article 7). In certain
cases they may even entirely discontinue imports of a
specific product for a limited period (Article 4 of
Protecol No.3)s ' ‘

/e

W
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- »f‘the‘fiﬁandial assistance techniques of the EDF have

been adapted and improved. In particular, provision
has been made for the taking up of shares by firms at
their own risk (Article 9 of Protocol No.6), the
utilisation of local development banks as financial
llaison bodies, in particular for the promotion of :

" medium and small industries (Article 6 of Protocol No.6)
and the improvement of the system of interest concessions,
with the possibility of reducing the loan rates of the ’
European Invesbment Bank by up to 2% (Article 8 of
Protocol No.6). The new financial regulations of the

- Fund have also provided for greater flexibility in the

- procedure for accepting tenders for work whose cost ‘
does not exceed 500,000 g, in order to guarantee a
certain preference to local firms; this preference may
amount to 15% for supplies of material and eguipment.

Furthermore it will be noted that for years the need %o
give increasing encouragement to the direct production sectors

“has been intensified. VWhile the first Development Fund
(1958-1963) devoted approximately half its action to the

transport and communications sector and less Than 20% to ,
rural production, the second Fund (1964-1969) invested over
10% of its available resources in rural production, some 10%
in- the industrial sector and less than 0% in transport
infrastructure. - , s

C to the AASM and the break-down of assistance by B
nature of the action and by bencficiary countries, see the
Laudrin Report to the Parliamentary Conference of the - SR
Association held at Hamburg (Doc. 29 of 17 December 1969,
pp. 10-15).7

22, D: Among the new departures contained in the ;

Yaoundé Convention, we should mention the greater emphasis

on the responsibility of the Associated States for development
olicy. A number of new provisions come under this heading,

namely: ‘ : :

éFor further detalils of the total financial ald given by
the

- the Associated States are asked to give priority %o
~ establishing an economic development programme and, in
particular, to accompany their request for financial
assistance by a development programme (Article 22);,

- the Associated States have undertaken to ensure proper
maintainance of works financed by the Communities
(Article 28);“ _ :

- a.number of trade promotion schemes have been provided

_for in the form of technical co-opcrabion, surveys, etc.
(Article 4 of Protocol No.6), in addition to the '

L.
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initiatives already taken in the past (prografimes of
participation by African states, as well as trade fairs
~and exhibitions in Europe): ‘

- assistance~toAprodueb10n in the form of prioe support

' has been abandoned. Never*heless a form of assistance
has peen retained to meet exceptional situations which
will allow special operatlons to be carried out up to a
maximum of 80 million dollars (Article 20); “ these can-

 be dealt with case by case, part:eu;arly if the drop in

the world prices of raw materials. serlously endangers the'
economy of an Associated State; ‘

- as regards agricultural produots 51m11ar to and compet1ng~f

: ‘with European agricultural products, the Community has
undertaken to grant more favourable conditions to exports
from Associated States than to those from third countries
(Protocol No.l). A number of draft regulations have
already been examined and adopted by the Parliament in
this connection; they will introduce a system distinetly
more favourablc than the one hitherto in force, The
products in question are essentially fats, beef, rice and
processed cereal and rice prodacts, as well as processed :
fruit and vegetable products, .

- finally, in Article 29 of the new Convontion, the Partles _
~ “have retained the provisions of Article 27 of the first
- Yaoundé Convention providing for the participation of the
ministers of the Associated States in defining the policy
of the European Development Fund on the basis of an
Annual Report presented by the European Commission in
- Brussels, which is responsible for the administration of
the Fund.

(6) Pwospeots for industrialisation in Africa

23. The developing countries are today doing all they can to
‘raise themselves to the level of modern industrial states.‘,_

L The key concepts of any 1ndustrial polioy and of progress
are the following: the gross national product, the growth
rate, the movements of the balance of trade and the per caplta
~income. These economic variables are today known to be
~bound up with social and political processes, the more

' obviousiy so the more dynamic those processes are.

In the particular case of the African states associated
with the EEC, we are dealing with some of the poorest of the
developing countries. It follows that the problems of A
industrialisation are that much more serious and that the

clfforts made by the Community must be in kecping w1th tho needs,
' wnlch are cons1derable. :
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- The African and Malagasy stabes in the Association cover
an area ten times as large as the six EEC countries. Whereas
the population of the Six is over 180 million, that of the
-Associated African States and Madagascar is only 65 million.
In Europe, 10% of the population live by agriculture. Tn the
Associated States, only a million workers are employed in
sectors other than agriculture. 80% of the population depend
on a primitive economy; money is unknown and natural products
are bartered. R R : X :

- _The 'average annual per capita income of these 65 million
people is 24,000 CFA francs (1l). To improve their national
product and raise the per capita income, the Associated States
have four problems to solve: the cost of transport in
sparsely populated areas is very high; the national frontiers,
in certain cases, form customs-barriers; the import of the
most elementary consumer goods weighs unfavourably in the
balance of payments; lastly, industrialisation on any scale
requires a change in the living and working habits of the
people. : ‘ ' :

. Even if the geographical features canndt be altered,
customs barriers can at least be eliminated by economic
agreements; this has already been-partly~achieved,

24, 1In developing countries the setting up of an industry
for the production of current consumer goods reguirss, above
all, the investment of European capital, since private savings’
in those countries are too small. In any case, if the attempt-
To produce more current consumer goods is successful, the
- standard of living of the people will rise gradually. The .
governments could then use their currency to import goods for
heavy industry. The increase in tax revenue would also
provide the Assoclated States with morec resources for the
development of infrastructures, so that in time they would
ecome to depend less and less on development aid, )

- European experts have also examined the economic ,
viability of industrial concerns in Africa. One of their
concluslons was that present production capacity is not used
to the full because customs barriers prevent the extension of
national markets., To mention only one example, the new .
bicycle factory which has-to be built in Congo-Kinshasa will
only be able to operate economically if the neighbouring
states of Ruanda and Burundi do not set up competitive N
concerns, but obtain their supplies from- the Congo under a

Sl

(1) Cf. Consolidated report of the Commission of the-

- - European Communities, General Directorate of SRR
- Overseas Development: Possibilities of industrialisation

in the African states and Madagascar, 13.086/VIII/B/66,

- June 1967. -
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regional economic agreement. Parallel to the indispensable
stepping-up of agricultural production foodstuffs processing
industries and sub-contracting firms should also be set up.

- The European Community is fully aware of the problems

and of the necessity for industrialisation in the associated
African terrvitories. It has not only made plans for :
industrialisation, but has even agreed expressly to promote
it. The first Yaoundé Convention referred to the desire to
Purther the industrialisation of the Associated States and the
diversification of their economies, with a view to enabling
them to strengthen their economic independence and stability.
The second Yaoundé Convention lays still more stress on this
objective when 1t states that by its provisions, the
Contracting Parties intend to develop their economic b
rclations, strengthen their economic structure and independence;
- promete the industrialisation of the Associated States and
encourage regional co-operation in Africa (Article 1).

The Parliamentary Conference of the Association dealt
‘thoroughly with the question of industrialisation and the
~Joint commitftee presented the conference with an interesting
and well-documented report by Mr. Dewulf on the probiems of
- industrialisation of the associated states and the means to

“-be employed to accclerate it (1), At the two annual mectings,

one at Tananarive (10 to 15 January 1969) and the other in :
Hemburg (12 to 14 January 1970), the Parliamentery Confercnce
adopted a resolution on the preblems of industrialising the
Associated States (2). In these resolutions, the Conference
requests the European member states to co-ordinate bilateral
and multilateral aid and to create a syvstem of multilateral

- guarantees for private investments so as to hasten in ,
~Andustrialisation as much as possible. :

A further point of particular importance is balanced
~development as between the various associated states.
Investigations already carrisd out show that the discrepancies
between the growth of incomes in the different population
groups in the developing countries vary conslderably. The
"poor" countries become poorer and the "rich® countries get

~ rich more guickly. This is to be expected: +the most advanced
countries receive more funds (especially from the private
sector) because their capital utilisation capacity is higher.
IT follows that the more favoured developing countries '
succeed, owing to the foreign currency oredit and to .the

;V’/'v

(1) ©f. Report on the problems of industrialisation of ‘
- the Assoclated States and the means to be employed %to
accelerate 1t. (Rapporteur Me. Dewulf), Doc. 31,
40 January 1970). T . &
Cf'.  Resolubion of 15 January 1969 (Tananarive),
J,0. No. C 13, 5 February 1969; resolution of-
1} January 1970 (Hamburg), J,0. No. C 15, 5 February 1970.

~
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investments correlated therewith, to develop more guickly %than
- the poor countries, whose sit&ation“Worsens‘becausa-oﬁ,their“’
- steadily growing debt. Because of this disparity, it would
seem necessary to differentiate the conditions for granting

- development aid more than in the past. -

. . N

{7) The significance‘of'the enlargement‘of the EEC
- - Ior tue Associated States ; i

25. 1If Great Britain becomes a member of the EEC, this will
‘have tremendous consequences for a large number of developing
countries, since the Community is already the biggest market
for their products. : \ S -

The first opinlon submitted to the Council by the :
Commission concerning the applications for membership received
from the United Kingdom and other countries stated that: "A
new member of the Community would be required to maintain with
the developing countries relations identical with those now
maintained with them by the Six" (1). The revised opinion
submitted in 1969, endorses this view but adds: "in any case,
tThe accession of new members should provide a new impetus and
enable a broader development policy to be drawn up (2)", -

At 1ts session on 11 and 12 May 1970, the Council defined
the "common bases for negotiation" with the countries applying :
for membership. The points which were settled included the :
relations between the enlarged Community and the Commonwealth
countries, The Council divided these countrics into six
groups, of which only the fifth concerns us at present,
namely the African countries of the Commonwecalth. 1In the
opinion of the Council three possibilities were open to these
countries: ' S - : c ' ‘

- membership of the EECfAASM Association,
- the conclusion of ad hoc agreements,

- the conclusion of ordinary trade agreements,

\

A

(1) Cf. The Opinion submitted by the Commission to the
- Council concerning the applications for membership by
the United Kingdom, Ireland, Denmark and Norway,
COM (67) 750, Brussels, 29 September 1967 in: ;
Bulletin of the European Economic Community, 11/1267.

(2) ¢f. Opinion submitted by the Commission to the Council.
- COM (69) 1000, Appendix, Brussels, 6 October 1969,
Bulletin of the Furopean Community, 9~10/1969;
Supplement, p. 96. v
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& A long discussion ensued on the nature and character of
the future associatlon between the AASM and any Commonwealth
countries which decide to acespt the regulations. A sort of

declaration of intent stresses that the enlarged Community
ig willing to apply its pollcy of association both with
regard to the AASH and to the African countries of the
Commonweslth wishing to participate., An enlargement of the
Association should not have the effect of loosening the ties
and relations with the states at present associated and, as
in the past, the Community is pursuing its objective of o
praserving what has been acquired up to now, as well as
following its major guiding principles in this matbter,

26. On the question of the EEC-AASM association and general
trade preferences, two conceptions emerged in the Council.
According to the first, defended by France, the EEC-AASM
Assceiation, in 1lts present. form,.represents a constant -

.~ factor in the Community whose fundamental principles are
definitive and cannot be called in question each time new

negotiations are started. According to the second conception,

represented mainly by the Netherlands, the development of
relations between the industrialised countries and the ‘ :
developing countries on a worldwide scale must be the deciding
factor for the future of the EEC-AASM Associlation. o

 The Community'!s conventions of association are bascd on
the free trade area principle, although the degree of ,
reciprecity differs from one case to another. Also, the
~association arrangements with the independent countries arec
based on the principle of equal institutional rights as
between the Community and the various groups of assoclated
~countries. The institutions of these varlous assoclatlon
arrangements have a number of points in common;. the most
elaborate machinery is that laid down in the "parent®
convention, namely the Yaoundé Convention. There could be no
difficulty for the countries applying for membership, or for
the Commonwealth countries who wish to be associated, in
accepting the obligations deriving from these institutional
~structures., : : B E ' ‘

~ The EEC has negotiated several sgrecments or :
conventions of association with-the independent African
states. These are:; - the Yaoundé Convention, remodelled in

1969, with the eightceen African and Malagasy sbates (this is  ~’

the widest in scope); ‘the 1966 Lagos agreement with Nigeria,
which Las ncver come into forece; the Arusha agrecment of ©
1968 and 1969 with Kenya, Tanzania and Uganda (1); and

lastly the agreements with Tunisia and Moreccco. -The countries

agsoclated in the Yeound$ Convention are not the only
incependent states to recelve finaneclal aid from the Community.

(1) The durablon of the second-Arusha Convention is the
- same as that of the Yaoundd Convenbion, which expires
in 1975. RO o :

*
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If Great Britamn, Ireland, Denmark and Norway were to beeome
-members of the EEC, these countries would be required to S
~accept all the agreements and conventions concluded by the
Community. The direct consequence of membership for

Great Britain would be a partial geographical redistribution
of its development aid which at present goes mainly to the
developing, countries of the Commonwealth and is granted in

- roughly equal proportions to Africa and Asia. In addition,
Great Britain and the other countries would certainly have %o
accept the Development Fund programme for the perlod

1970 %o 1975 : ‘

27. It is well known‘that the Ccmmunity,has association .

. arrangements not only with African countries but also with the

French and Dutch overseas territories in the Indian Ocean,

~ the Pacific and the Caribbean. The enlargement of the
Community would imply, for the neighbouring Commonwealth
territories with similar characteristics, problems comparable
‘to those which arise for the adjoining African territories
which are asw0c1ated wilth the EEC or are members of the
Commonwealth. ~ .

28. The entry of Great Britain into the European Community
would have strong repercussions on trade relations between :
Great Britain and the develconing countries of the Commonwealth.
This applies particularly to Commonwealth preferences. For
certain developing countries of the Commonwealth, a solution
could perhaps be found within the framework of the protocol on
Morocco. It would not however, be realistic, in these
circumstances, to expect any significant exemptions from the
~common external tariff, since the volume of trade concerned

is much too large. COmmonwealth sugar production ralses a.
special problem. If Mauritius, Fiji and the Caribbean islands
~of the Commonwealth were not sllowed special regulations for
their sugar exports, it is probable that their whole economic
structure would collepse. The Sugar Agreement concluded ,
within the Commonwealth, applicable at least until 1974, could
offer guarantees for a short period. A long-term solution
could perhaps be found in the form of an associatlon: between
these countrles and the enlarged Communlty.

- One thing iq henceforth certaln' ‘the more the preference
area increases, the more attention will have to be paid to e
the special interests of the present members of the Association.
Another important question is how the Association will
develop politically once countries like Nigeria, with such
special characteristics, belong to it. In any case, their
interests do not seem to coincide with those of the present
regiong, mainly because the latter appear to direct their
attentlons more to the world market ,
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~ The assoclated African states are urgently requestlng the
- BEEC to maintain the present Association and are continually
‘stressing its political significance. Any weakening of the

Association could have serious social and political consequences;,_ :

 Moreover, it is a fact that the present Assoclation; as already
- stated, has ‘had no adverse oonsequenoes for third countries,‘

I The Six must therefore see to it that the 1nterests of the,z

 Associated States are not harmed by the membership of the

- European states or by the association of other developing
“countries. Trade relations must not be compromised and the S
admission of new associates must not lead to a reduction of the

financial aid granted by the Community to the AASM. Also,

“the 8ix are required to keep the Associated States regularly

'informed of all aspects of the negotiatlons for membersh;p. }

One must not lose sight of one advantage of the ‘
association of the African Commonwealth countries, namely,

 that British membership of the EEU would probably have the

effect of bringing the ex~Br1tish and ex~-French African
territories closer together, and would favour the more general
inter-African process, with the regional agreements it lmplies,
- which the EEC has always considered as an objective to be
pursued by constructive action and, where possible, by a

‘}kserles of 1nst1tutionalised contacts.
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' III. PQLITICAL ASPECTS OF THE ECONOMIC
RELATIONS BELWEEN INDUSTRIALISED COUNTRIES AND
DEVELOPING COUNTRIES - OBJECTIVES AND RESULTS

(1) The First Develonment Decade

29, The United Natlons named the sixties the First Development
Decade., The purpose was to awaken the world's conscience and

- draw the at*ention of publlc opinion the world over to the

- development of the southern hemisphere as a problem of primary
importancee to our age. An appeal was sent out to all countries,
thelr governments and peoples and in particular to the
industrialised countries, urging them to make every effort to
find an effective solution to the increasingly active world
~food problem and to prevent any further widening of the
“dintolerable gulf between the rich and poor sections of humanity{

The proposed target was to réise the growth rate of the
gross national product from an average of 3.5 per cent to 5. and
6 per cent, This target being impcssible without large-scale ‘
technical and financial aid from the industrialised countries,
the latter were invited to contribute at least 1 per cent of ;
their national income. However, in view of the vast international

- trade of the developing countries, the United Nations considered.

- 1t necessary to take appropriate preliminary steps in the fleld
of external economic policy. The share of the developing L

. countries in world trade had to be raised to 28 per cent, and

the terms of trade improved. This solution seemed to be the -
only one capable of guaranteeing the satisfaction of the demand
for consumer goods, rising exceptionally steeply during :
development, as well as the payment of interest and the
repayment of loans. _

In Geneva in 1964 and in New Dehli in 1968, in the
framework of the World Conference on Trade (UNC TAD), the
deve}op..nb countries made their requirements known, They
requested an increase in the contributions of the industrialised
countrles up to 1 per cent of their gross national product, the
stabilisation of the export prices of raw materials,
preferential treatment for impcrting finished and semi- finished
products into the industrialised countrles and new regulations
- for international sea transport.

- The trends over the 1ast decade have good and bad aspects.
During the sixties, the average growth rate of the gross '
national product of the developing countries was 5 per cent per
annum, - The rapid rate of oopulation increase prevented the
growth rate of the per capita income frém exceeding 2.5 per
cent per annum. However, compared with earlier figures, even
this 2.5 per cent represents remarkable progress.,

On the basis of experience gained, we are in a better
position than 20 years ago to understand the process of economie
development, We are more aware of the promises held out by
success and the consequences of failure, The developlng
countries should all benefit from this experience, since under-
development is today merely a vicious éircle. /

e, @
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30, The probiem of fcod supol les is more grave and more

urgent then ever. The external debt, owing partly to the ter
attached to the supply of capital, has becocwe so heavy that the
repayment of loans abscrbs a large part of the income from
exports, with a- co respondlpg reduction in imports vital for
development‘

It is certain that the problem of development could not
be solved in a single decade, but the industrialised countries;
thelr governments and their peoples are largely Lesponsible; ‘
~for the unsatisfactery progress in this sphere in the past 10
years. While it is true that the industrialised countries have
_increased their contributions to an absolute value of 12 thousand.
‘million dollars per year (1), these contributions have neverthe-
less remained approximately one-third lower than .the- foreseen
minimum, The rate of contyibutions having slowed down, the
percentage has fallen still lower, even though it also includes
the private capital and loans floated abroad on market terms,
which cannot be concidered as "ald" in the true sense.
Moreover, the increasing amounts to be repaild each year have
arpreciably reduced the net contributions. Quite often the
new funds are only Just enough to cover the paymcnt of profzt
inte est and regayments due. :

, The uituatlon ie the sume, if not worse, in the fteld of”
trade relations. The share of the developing countries in
_internaticnal trade is falling further and further below the
planned targets. Although in abuolube terms income from
“expoerts has increased, this increase has not been as rapid as
that of import needs and of liabilities in the shape of the
repavmevt of d@velopment loans In certain countries this
SitbutiOnviw made still more acute oy a further deteriwration
of the terms of trade, The prices of imports have gone up and
no pr;ce‘s@abilisatiOﬁ agreementS'have been concluded. -

‘economic stwucture was 1nterrupted in its eurly stages ow*ng

to the ilnadequacy of home demand., Even where- appreciab E
progress has been made, it has not been sufricient to )
overcome increasing under-employment or to contribute in any
“notable way to raising income from exports. '

(2) Chéngéé'ih iﬁte?natioﬁaifattithdésw

31, In 1061, when the idea of the "First D@«e’@pment Decade™
was launched, 1t was hoped that with the aid of the donor
countries. and their direct intervention, the deve¢opﬂng
~countries would inereasp their gross national product by B%-
per annum in the seventies. Although that target appeared
over-optimistic to many, i+ has on the- whole bcen attaln e

% B
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In the less developed countries the population has
nevertheless increased at a more rapid rate than 1n the rich .
countries (2.5% ccmpared with 1. 2%) o

All of these faetors ‘have meant ‘that the per canlta 1ncome
has increased by 2,.5% per annum in the developing countries
compared with 3. 6% per annum in the industrialised countries.

‘ Consequently, if the population growth rate in the poor,
countries does not fall off, or if production does not
increase by 6 to 7 % per annum, the difference in living
standards between rich and poor countries, instead of dimlnishing,
will tend to widen, These disquieting twilight zones
nevertheless reveal a-few patches of ljght, For example,
encouraging results have been recorded in- the agricultural
sector, where production has increased at a more rapid rate in
the poor countries than in the rich gountries, keeping the
spectre of world hunger slightly more at bay. Industry itself
has made a good start in the developing countries; lastly, L
‘significant changes in living conditicns have occurred during
this period. ‘ - ) ; '

- The p”esent causes for alarm include the populatlon
explosion (it is forecast that between 1970 and 1980 the
population of the developing countries will increase by at 1east
705 million); under-employment, with millions of unqualified
unemployed people in the towns (if present trends contlnue, o
Calcutta, according to the Pearson Report, will have a population
of about 35 million by the year 2000); the lack of export drive;
the 1nc“eaa1ng lcad of debt; lastly, the unequal developmonu of

- the pocr countries,. since average growth rates of 10% per

annum in some countries are parallelled by stagnation or even -
regression in others.

These'are grave problems, but their very nature proves
that most developing countries are beyond the stage at which
their main problem was to'create an initial income,

32. In all under-developed countries - and this is a .
fundamental problem - the population thus increases more
rapidly than the opportunities for employment and it is.
forecast that this phenomenon will become worse during the
coming vears.  There are at least two reasons for this. The
first is that agriculture, which already occupiles between 60
and 80% of the working population, will itself employ fewer

- people and thus be unable ﬁo absorb - all thé surplus 1abour.i’

The second is that industry, if it is to be competltive A
in international markets, will be obliged to adopt western = .
techniques, which are characterised by the predominance of
capital or at loa t its increa51ng concentration. «

External trade is itself, as we have already said, a cause

for concern. Thanks to the expansion ¢f the volume of exports
of traditlonal products during the years from 1960 to 1967,
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the value of the exports of developing countries increased by
6.1% per annum in spite of the fall in the prices of raw
materials. The rich countries have nevertheless recorded a
higher growth rate for their exports (8.8%), with the result
that the share of the low-income countries in world trade went

~ down from 27% in 1953 to 19% in 1967, This explains the relatéxg :

scarcity of strong currencies and the vicious ciréie of debt.

In order not to compromise their process of development

certain developing countries are thus led to contract short- term

trade debts to finance the*r deferred return investmentSe
Furthermore, the scarcity of foreign currency obliges these
same countries to seek new loans in order to repay the previous
- ones, and so on until bankruptey. The problem is made still
- more acute by the fact that the terms of the lcans obtained
from the govewnments of rich countries or from multilateral
agencies are seldom generous, It 1s enough to yxecall that the

" interest rate charged by the World Bank incrssased gradually from

4.25% towards the end of the 40s to 7% in 1969, The repayments
plus the interest on the loans obtained by the developing
countrles amount to 17% per annum, Realisin& this, the experts
of the Pearson Commission recommended "that aid-giving countries
consider debt relief a legitlmate form of aid" .

33. The results obtained during the First Development Decade

'g would have been more conclus&ve if a common strategy had been ‘,f

~ defined and followed. "We have seen a development decade",
says Racul Prebisch "devoid of aqy developweat policy” .

-~ The efforts ‘made, both b;lateral and mu]ti]ateral, ‘have
been_ inadeguet misgulded and poorly Go-ordinated. Even the
organisacion For developient aid, set up by the United Nations
- has proved incapable of implementing a speclfic co-ordinated
poeiey.

~ According to the Pearson Commlssion, it is important to
give aid unaccompanied by any feeling of mistrust, True, the
development of thé depressed countries will come about whatever
, happens. that is part cf the unfinished revolution,

- The choice, the Pearson Report says in effect, is between
organised and ‘relatively rapid development with our assistance,
~or disorganised development which could be slow but which will
come about regardless of our wilshes,

{3) Ihe Second Development Decade.

34, 1In view of the expefience of the past years, the states
?Pe at present trying to define by mutual agreement an
snternational strategy for the Second Development Decade, that
i85 to say for the seventies. It is in the framework of the
United Nations that an attempt 1s being made to agree on a list
of objectives to promote the expansion of developing countries.
(Do obtain noticeable results, the real rate of eoonomic
expansion would have to be between 5 and 6% per year, taking
account of population growthe)
| | o/ s
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The Second Develooment ﬂeoade must be worked by a stronger

international partnership between the developing countries and
the industrialised countries if the development poliecy is to
give better results at the end of this period than those
obtained during the first decade. For this ‘reason, developlng
and developed countries alike must, at the beginning of the
second decade, set about defining the needs and future
objectives of development policy and work out a systematic,
coherent development strategy. Development aid policy must

not consist, as it has hitherto, of a series of pilecemeal ,
measures, The task of developing countries, being primarily
responsible for future progress in the economie and social
sectors, 1s therefore to Intensify their efforts in this field
and to make- thelr own conceptions known. But the industrialised
nations are also called upon to put forward specific ideas ’
concerning their future economic, financial, political and
cultural relations with the devel@ping countries,

The most impor*ant aspect of the contribution made to the
third world by the. industrial countries is financial and
technical assistance for development, This assistance began
by a series of isolated projects, with no programme and no .
long-term cobjectives, Today, however, development aid is ,
better organ;sed, and the projects are better chosen, Drepqred
and carried out than they were during the previous decade,
The experts who are today consulted by other countrizss and who -
bear the responsibillty for develcpment aid have the benefit of
better trainld ' :

Next to public development aid, privata aid in the‘form
of capital is aequiring increasing jmportance. During recent
years, thls ald represented roughly 30 to 40% of total ald,
and was even as high as 50% in 196§ The opportunities for .
the governments of donor countries to exert a direct influence -
on the export of private capital are somewhat limited. They
can, however, lessen the political risk by government
guﬁrabtees, offer tax concessions and give advice to industries
investing in the third world.

35. Certain doner countries are tending more and more to draw
up their development ald programmes several years ahead, These
countries include the Federal Republic of Germany, the
Scandinavian countries, Canada, the Netherlands and, more .
recently, England. This long-term programming avcids over-
lapping and makes it possible to define a proper long-term
strategy., Thus the industrialised countries are able, in the
framework of consortia and advisory groups, to give their
approval to long-tepm financing schemes, which can be a decidingi
factor in Improving tﬂe programming of such projects. :

However, total government aid to‘development and total
investments of private capital constitute only a tiny fraction
of the national income of the industrialised countries. It
mist therefore be accompanied by commercilal concessions,



- 30 =

that is to =ay by en agricultural,and industrial policy
guaranteeling the developlng countries: easier acccess to the
market, The industrialised countries must not refuse the
developing countries the chance of selling the few products
which would make them competitive in thelr markets simply f~
because they consider themselves unable to pay for the
nﬂcebsary structural adaptation, although it would, in the ‘long
run, serv their OWIL. “nterest@, : ,

~ Although the foreign currency reserves of developing
countries may be strengthened by external ald as well as by
new opportunities for trade, these two sources are not
interchangeable. ~ :

The first makes a net contribution to the available funds,
whereas the second merely makes it possible, at least in the
‘short run, to trade more home products for foreign products,
However, as long as the scarcity of foreign currency contilnues
to be a fundamental obstacle to the expanwion of the large
majority of developing countries, trade and development ald
will have to be consildered as being directly compiememtary.

In fact, they are also closely linked in another fashion.
- Since a iarge proportion of the capital flowing into the

. developing countries consists of govermment funds, the
possibility for these countries to continue to absorb capl tal
in this form will depend on their ability to achieve, at a
given time, surplus exports capable of financing the iucreasinu
burden of int erest and loan repaymentsa

36, According to & reeently published reporu by the United
Nations Lomwission for Devclormﬁnt Programming, the importing
capaclity of a developing country should grow at a rate at
least 1% faster than the expected expansion rate of the GNP,

o th1° hasis and havsmg regard to- the United Nations targets -
 for the Second Development DCOQdG of a GNP growth rate of 6%,
the exports of the uage“—developﬁd countries should rise
annually by at least 7%. To reach this target in the seventies
will be a COﬁSiQéTable undertaking, bearing in mind the
prassures that will be brought to bear on the tendeney to
: expansicn of a certain numbar of imporsant products, in

- par uﬁou¢aﬂ tropical products and ugricu¢t"va¢ commoa**iesa

“After 0il, the developing countfxes‘ greatest source cof
currepcy 1is coffee whﬁuh in recent years, has brought in an
~average of 2.3 million dollazswv In the United Sbatﬁsa which
"aCCOLnta for 45% of total world coffee imports, demand has
~8Scarcely varied in the last ten years., Even bdKJﬂg account of

a considerable rice in consumption in other countriss, it is

uniikely that world. demand will rice more; in the long term
than by 2 or 3,5 d : ng »

The outlook is no more excouvaging fOf agriuuleu a2l
eommod ies such as cotton, wool, hardwood »¢bf€o, Jute and
- natural rui‘oers where the main problem iies in the pressure
~ from synthetic and substitute products, In the twelve years

M/#»"
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~ from 1953/54 to 1065/66 for eXample* cotton and wool ™~
consumption has risen only: by 10%, while the consumptlon of
artificial fibres has increased almost five-fold., In the same = -
period, synthetic rubber consumption has risen ten times =
- faster than that of natural rubber. It is unlikely that in

~ the next ten years the demand for agricultural raw materials
will grow by much more than 2%. This raises serious problems
for countries whose foreign currency supplies depend chLefly on
such products.

37. If the 1ndustrialised conntrieo do not kecp up a high rate
of development, a satisfactory growth rate for the trade cof the
less developed countries is scarcely to be expected. One of
the reasons for this is that for the developing countries the
most important markets are in the rich non-socialist countries
which, in 1967, accounted for three-quarters of all imports,
to a total value of 40,000 million dollars, from the developin
countries, In addition, scme of %he prcducts of the develoning]
-countries satisfy the peak demand in the industrialised

countries, soc that the exports of these countries are oawfioulaply yi

sensitive to variations in the growth rate in the more developed
-~ countries. The difficulty of overcoming protectionist resistance
in the developed countries is likewise serious, more particularly
on account of the slowing down of the growth rate of ﬁae economy g
and the comaetition among imported productsa : '

" From this point of view, the developing countries have a
real interest in the present discussions concerning the reform
of the international monetary system, Changes in the present
“system, thanks to which countries with an adverse balance of
payments would no longer be obliged to look to a radical policy
~ of deflation to save the situation, would have at the same time a
favourable af”eot on the trade outlets for the developing
,countries.’

38, What are the new moves called for in the sphere of
international trade 'policy as we stand on the threshold of the
Second Development Decade? Very many of the discussions and
much of the action going on in multilateral organisations are
concerned with complex but secondary problems, such as the
conditions for a general goods agreement, the finaneing of
compensation stocks for periods of emergency or the terms of

a general preferential agreement between all the industrialised
countries in favour of the under-developed countries. But it is
essential to set up machinery to guarantee real and lasting
progress towards the simpler and more conventional goal of
easy and guaranteed access to the markets of the developed
countries for products of specmal interest to. the less $avour;dV
countries. ‘ T S

. Preferences, trade agreements and regional agreements can

make a valuable contribution to the 1mnrovement of trade with
the developino countries. : : :

v
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o *he efforts of “he davelonmant plannevs will need to be
directed towards the raising of the gwousxper,capi a produut

“and the reduction of social inequalities, thanks to polic 1e° of'

reform, full employment, regional development, generalised :
“education, public health, etc. As the chairman of DAC rightly
~says in his last report, cnly structural reforms can change

" lethargy into enthusiasm, and tbat is so even where they w1ll
‘mean high eccnomic costso : v

394' Cne per-cent of the gross national product of the
industriallsed councries RUst ve trensferred to the developing
countries: 0O.70% will consist in public aid in the form of
g1Tfs and loans on generous terms; the quota contributed by
~multilateral orgarnisations must rise from 10 to 20%; the

- financial terms on which the funds are made avalliable to the
*benef;cmary countries must be improved in order mot to lay a
heavier burden of debt on the poor cou.tries, the praccice
of planning assistance over a number of years must be - - -
‘gencralised, to erable the beﬁoficiary countrles to work out
~coherent and realistic plans. : ‘

, As rega;ds tech@ical co-operation more. partiuu arly,‘it
~will not be possible to make a growing number of experts
~available to the developing countries unless they can be

.o guaranteed tne security and prestige of a career As it isjout

of the question for a foreign technician to make a career

- working on a single development project, a system must be set .

‘kup to p rovide for such people moving about - without any break
thai air career - from one place to another, such as University,
lbl¢0 admin:s cration, develcoping countries. Not only would

such a system do away with the obstacles now preventing many

- people from go;pg into technical co-operation, but it would

also help to improve the human side of the provision of aid. in o

‘the countries that previde it by encouraging mobility,
,advauead trajning and cultural en%zcnmamt

‘In apmroaching the problems of technical assistance, we
mist not forget that the forms in which it is being offared
have led to the coubLPJes providing it behno accused of neo—
colonialism", True, the teohn“cal assi “tunae experts work
under higher aubh01ic1es in the developing countxlies but thaﬂe
1s no doubt that they envoy a measure of power that they can
use as they wish and,’ very often, the local people under Lhem
~dislike taking orders from a foreigner, '

40, Criticism has also been directed at the high cost of
experts at advanced levels, at the short time they fregue ntly
spend dn the countriss they are assisting and on thelr small
cpportunity for leaving a lasting mark on tle conditions and
environment of the backward sectlons of the population.

These criticisws are in marked contrast to the pooular+ty
of the assistance given by volunte ary techrnicians at.
intermediate levels who, by living in contact with the people
- for long periods, sharan their exparience and dl;flcult;es,

e
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conetitute an effective instrument for the communication of
technical skills and culture and stand, particularly as regards
human contacts, between outside action and the reactions of the
population affec ted by the: phenomena of development, :

It is imporuant to recall here the fin@ings of euoh
specialised agencies as UNESCO and FAQ, which have made .
numerougs moves to stimulate and: support voluntary efforts to
carry out agricultural development and basic education projects.
'Recently the United Natioms General Assembly adopted unanimously
a resolution presented by Iran concerning the creation of an
enternainQal volunteer corps to help with development. S ,
schemes. Similar initilatives have been btaken in additxon by the
Council of Fuwope, which has frequently exhorted its member
fcountrles to deVelop this type of actionﬂ

. For many years already at national levelg the need for o
participation through young people in the development efforts
of developing nations has led, in many countries, to a large
number of public and private schemes for sending volunteer
technicians into the field. The following figures are taken
. frcm recent international statistics on offioial;action by

other governments: : '

Country Lo Number of ~ Number of volunteers
BN S voluntcesrs - per miliion .
‘ , v inhabitants:
Australia : . 1B 14
Austria , L ’ 12 , : v 1.7
Belgium o 360 = 30
Canada, : ' 810 - ks
Denmark - ‘ ’ - 200 ‘ R 7o)

- Finland . R : 22 - . 5
France fo 7,150 ' , “ 143 ,
West Germany 1,834~ ‘ 30,6
Israel o S 10
Japan 248 ' SR .

- Liechtenstein : 15 , , - 720
New Zealand ‘ ' 105 ; 0
Norway ‘ ’ o 130 . T
Netherlands o ' 290 ke
Philippines N : ws 4.k
United Kingdom 2,593 . b7
Sweden , 125 ; ‘ 17
Switzerland : - 260 ' 47
United States of : R - A

America - 12,000 - 60

41, 1In addition to these volunteere, there are many others
sent by private voluntary service organisations, whose numbers
run to tens of thousands, and have been shooting upwards in
recent yearse. : :

. . . Va
] : . . .I/ﬁ



In qmlt@ of numerous dixficuxtiess pr*vgte voluutary
service or?aaisatwuns in 1969 sent 98 young: peopie fo worlk on
thelr owa programmes In Africa, Asia and Latin AmeriCag thus

achisving a remarkable obdactﬂve of almost “OO units now 1n g

Cservice.,

Howevnr¢ even countﬂng the =ponuaneous, indepead nt
contribution of private bodies, we are still far from providing
the kind of technical co-operation which the needs of the
third world countries now urgently impose on Pesp0n31b¢e
statesmen and polimciansc

At international level, a commission under the
&aairmausnlp of L.B. Pearson set up by the President of the
~Worid Bank to study the effects of 20 years' development aid,
to investigate mistakes and propose policies for the future,.
~drew the attention of governments to the. matter of voluntary

‘aid in its report entitled "Partnera in Developmernt" \
(November 1969, Chapter 9) ,

"It is too often forgotten that private nOﬁﬁ?ofit
organisations and volunteers make a very substaﬁilal contribution
to development aid., In this sector, too, problems of efficlency
have attracted increasing attention and are, in many respects,
of Ene sane charaeter as those we have survmyed in the publin

e’” Orq, .

The DAC has placed the preqopu total of resources handled
by nonprofit organisations at a figure exceeding $1 billion
annually, of which at least $700 mill;on is raised from private
sources, The balanee is acquired in such forms as surplus
food, which is dlbtvlbured by voluntary agencies in many
developing countries. The impact of this expsnditure is |
magnified by the very large flow of volunteer, or nominu]¢y
comgeﬁ@a?ed, labour which accompanies it, both through the
more traditional nomprofit organisations (especially religious
bndias) and througzh the more recent volunteer movements. In
‘ 1008, for exampie, some 25,000 peopxe from develored countries
were working as VoLuate@rs in the low~income countries, This
- figure has increased five-fold in six years and 1s now equivalent
Lto nearly a quarter of all technical assistance pefoOWpél

rVing abroad under official pﬂogrammcaa :

L2, These figures, of couruea convey no measure of what
nonprofit organisations and voiunteers have. done in many donor -
countries to improve the political eclimate in %“those countries
for goverament ald programmes. Ultimately, the sense of priwpte
cbligation to a developing world community, to be expressed i
word and action, has been the motlve force behind much of the
pubiic aid effort,

: Emergeney rellex is probably the best known aspeet of the
work of nonprofit organlsatlon but education is probably their
1argest field of activity, and is certainly the most important

/e
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single concern of the volunteer mOVement. In some oountries,,
‘ espe01a11y in parts of Africa, primary and secondary education.
would, until recently, have been almost nonexistent were it
not for the activities of mission schools or of private youth
volunteering to serve in a developlng country during their
period of military service, Much of the teaching is in the
tradit§0ﬂal disciplines, but an increasing amount is directed
specifically at vocaticnal training of various kinds, Many
of the voluntary agencies support small agr&oultural training~
centres,

: or almost equal importance has been the provis1on of
medical services, In many cases this has been done through
the establishment of simple clinics, but in a great number of
cases substantial hospitals and medical schools have been '

- eons tructed .

Support of agricultural research has been a small part,
quantitatively, of the total flow of resources from nonprofit
organisations. However, it has demonstrated its- far-reaching
importance in recent yeéars with the successful development of
new high yield seeds for both wheat and.rice,

. Nonprofit organisations are now becoming increasingly Y
eoncerned with the neéd for long-term development. This is =
particularly true of the European churches, A steadily .
increasing proportion of the budgets of such organisations is'
devoted to projects with a basic development impact, and some
agencies are also eritically examining their project criterlak
to reconcile them with priocrities established by nabional Ll
planning.author¢ties, This awareness of the recipients!
national objectives is not yet widespread, but it is growing,
Also growing is an appreciation of the need for better o
.co-ordination between agencles, both to avodid unnecessary "f

duplication of effort and to learn from the experience of
others. There is no doubt that private nonprofit organisations
and volunteer movements can make an even greater contribution
tc development in the future than they have in the past, and
that they should actively seek to relate their activities more
closely to long-term development ne®eds, This will not
-necessarily change the nature of their work, but it implies a
more careful appraisal of its relevance- and project content.

43, A clearer unoerstanding of the development process Sy
among nonprofit organisations will also enhhnce. their ability
to help create informed opinion on development in the
1ndustriallsed countries,

Reaopraisal is also going on Within the volunteer movement<~
. For some purposes, private and voluntary organlsations |
possess special advantages over both large official aid

agenclies and private corporate investors. To begin with, thef
are usually of small size, Because of this they are_frequentl

A
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able to provide useful support for vitally important but
modestly sized projecis, too small to be evaluated by the large
nabﬂonu? and miitilateral ald agenciles. Because they have less
political pre st;ge at stake than official agencies, private '
nonpvof;* OYganwbh tions are also able to provide. suppowt for
experimental ventures, such as those employing an 1ncermediate
techmology, or those where the risk of failure is utnusually
high. Also, in a number of countriles private advisers to
goveruments on over-all qevelopment policy have proved
particularly effective, ‘ :

It is cften stficult to ppeserve mutual self respe»t in
the aid relationship, but it is easier in pr*vate aid activities
where. the altruistic involvenment .of donor and recipient is
great, both in the selection and execution of projecis, :

" Private agencles are gmnorally able_tc work with affiliated
groups in veclplent countries on a bagsis which preserves the
personal integrity of both sides. Volunteers often work not
only under the authority of a host country government
department but alongside volunteers from the host country
itself. It is not widely known, for instance, that in the
devalopinﬁ countries themselves: there are some 21,000
'domestic vol unteers with a fairly high 1eve1 of skill, and
further, 18,000 'civic service volunteers' with a more. modest
level of sxills@ It is important that this co~opeﬁatwon :
saoa¢d re ne,;.ve al; pos»*ble assistance, .

e

Nanprofit and voluntary organimat ons have the
pqyrhologieaT advantage of independence from political
authorities, but less trust is somﬁtim@o accorded to. ,
volamteers who are enrolled and supported by the governm nts
~of the larger developed countries, There are some institutional
ateguards designed to. pfoient government- supnorted volunteers
B f“om iQVﬂIVﬂﬂeﬂt in the vicissitudes of forelgn nol $Qyﬂ ut B

uhese are not aTVAyS trusted in host countries. i

Thfg section of the report concludes w1th a recommendation
to- in“est$ge%e the possibllity of setting up an international
boay of volulteerbg under the sponsorship of the United Nanion¢g

Whi]st some reqerve should be maintained with regard to an
organised "corps" of this kiﬂd it would be desirable to
co~ordinate existiag laws at Eurcpean. level, and to ask the EEC. tﬁ
take organised steps for the esuabllshmanu of a oyscematic
dialogue with a high-level group represcnting Eu”opean
voluntary Qrganisations° ’

e

%4, The Centre for Development Flarn*ng (CDP}& under the
'uhajﬂmanship of Professor Jan Tinbergen, a Nobel-Prize winnmer
in economics, is dealing with preparations for launching the
Sescond Development Decade (II LD), within the framework of the
United Nations. %he Centre arew up an ad hoc rnporu for o
g EuOSO» last Januarya '

o/



- BT -

The quantitative targets set out in this report fall into
two categories; targets for developing countries, and targets
for developed countries. C , o : :

The former include:

a GNP annual growth rate of 6% for the first half of the

decade, and of 6. to 7% over the whole period;

- an annual growth rate of 4% for agricultural production’
(equivalent~toka 5+7T% expansion rate for value added);

the first half of the decade, followed by a higher
rate; : o ‘ o ‘ o

- a 6% annual growth rate for 1ndustrial‘production'during

" - a population growth rate lower than the present one;

- an _import growth rate one point higher than that of the
GNP, and greater export expansion; : , :

- a savings rate equivalent to 20% of the GNP during the
last year of the decade; '

- by 1980, family planning services for 50% of the o
'population in countries where population growth hampers
.economic development; : .

- -increased expenditure on raaearoh\and-deVeldpment§ :
which should rise from the present 0.2% of the GNP teo
0.5% by the end of 1980; o , v

- regular sample sﬁrveys of the labourkférde_in at least
50% of the countries by the end of 19803

- increased expenditure on educatio§? rising in Africa,
from the 1965 figure of 4,7% to 6% of the GNP by the end
of 1980; in Asia, from 3.1% to 4.3%; and in Latin-America
from 4.,2% to L4.7%. : ' .

As regards the developed countries, the targets aré-as:;
followss ' ' . '

- transfer to- developing countries of funds amounting‘l
© to 1% of GNP by end of 1972; o

- public ald amounting to 0.75% of the GNP by the end of
1972 ' e A

- provision of T70% of total government aid in the form of
gifts (or equivalent aid) by the end of 1970;

- provision of 80% of total government aid in the form
of gifts (or equivalent aid) by the end of 1975;

. /e
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- earmavking of 0,05% of GNP for direct support of sclence’
end technology in the developing countriesy

- allocation by 1980 of 5% of,expenditurewon,researoh and
technological development to the study of the specific
‘problems of developing countries. : :

45, As well as setting out these quantitative targets, the
CDP report gives guldance on’ some of the more specifically.
qualitative aspects. For instance, the report makes suggestions
for Improving aid distribution methods. The Centre considers
that distribution should be based on four main criteria: ‘

(2) ‘the needs of the developing countries;

(b) their direct participation in development, both by -'
organising the necessary social, economic and institutional
reforms, and by initiating systematic, concerted and

continuous development projects;

{c¢) their capacity to make productive use of the ald granted,
' i.e¢. to make proper use of the funds received for assistance
purposes in sectors where the maximum contribution can be
made to development; ' -

(d) thelr resources and potential; the aim here 1s to direct
the flow of resources towards areas where there is a
possibility of harnessing known resources and thus of
increasing the resources of the international community
available for future development work, - :

‘The Second Development Decade should not only concentrate
on inecreasing the growth rate of natilonal Inconme; it should
also bear in mind the most crucial problems facing developing
countries, such as soclal structure, inequality, unemployment,
and failure to make full use of the human potential. o

A particularly difficult subject for the CDP was the
question of the Communist countries’ contributions to the
cecond Development Decade,

L6, ’While‘not making the point explicitly, the Centre was
aware of a number of conflicting factors: . o

- the need for a balance between the contributions of the
~ West and those of the Hast; ' - I

- the fagt that the Communist countries do not yset seem

. prepared to adopt a more flexible policy than their
present one, whereby they are wiiling to expand thelr
rade with developing countries, but are opposed to -
setting any aid target; '

- the fact that by insisting on a more substantial
cont?1butionkfrom the Communist countries, unanimity
within the CDP would be destroyed, o - ‘/:‘

c - -

s

i
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Whilst admifting that the aid target did not automatica1ly
apply to the Communist countries, Mr, Tinbergen insisted that
the Soviet Union should clearly specify, in quantitative terms,
how far it intended to step up its trade with developing
countries. Others have pointed out that the developing countries
need help from the countries with socialist economies not
onlyin the form of trade, but also: in the form of aid,
eqpeclally since the United Nations Centre's development
model is based on the assumption that the countries of the
Communist bloc will be transferring $5,000,QOO 000 per annum,‘
to the developing countries by 1980.

47. The CDP's recommendations on this subaect may be
summarised as follows'

- the Communist countrles’ contribution to the Second
Development Decade should be ¢omparable to that of the
Western countries, regardless of the particular form that
it may take., It 1s asked that these countries step up
their imports from developing countries at a rate

_sufficient to enable the target for the annual increase
“in the import capacity of the developing countries to :
be reached. All the ftargets and guidelines of the Lo
sclidarity policy of countries with socialist economies
should be set down quapntitatively in the different
national plans., At The launching of the Second .
Development Decade, these countries should make public
the measures they intend to adopt.

Finally, as regards aprangements for 1aunehing the Second
Development Decade, the CDP proposes that a general -
declaration be voted at the 25th session of the United Natlons
General Assembly, to be held in the autum of 19709 This ~
declaration: : .

1., Would proeclaim that it was in the common interest of all
countries of the world that faster progress be achieved in the .
developing countries during this decade (and not only in regard
to the gross per capita product) o

S 2, WOuld formulate. for the purpose of reaching this target,
undertakings and dedlarations of intent to be accepted by both
the developed and the developing countries. Since many cf
these undertaklngs could be expressed only in very general
terms in a general declardtion, each country would during the’
- same session of the Assembly, add a unilateral declaration to
the general declaration, setting out more specifically what

it intended to do, In these unilateral declarations, the
different countries should accept, wherever possible, greater
commitments than those deriving from the general declarationa

n@/e
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(4) Two besic documents for the study of development aid: the
Pearson Heport and the Jackson Stucy , =

48, The recommendations and aims of the Pearson Report (1)
published on 1 October 1969, and the Jackson Study (2)
presented on 1 December 1969 must be regarded above all from
the economic and social point of view, for both seek to
change the situation in those fields for the better. With
that end in view, it must be borme in mind, as stated in
Chapter 1 of the Pearson Report, that "The widening gap V
between the developed and developing countries has become &
central issue of our time', ' : e

The developing countries are now seeking not only political
independence but also eccnomic autonomy., They cdo not intend
to remain an economic appendage of the industrialised states
any longer. The current President of World Trade Council,
Mr. K.B. Asante {Ghana), said at the Council's ninth session
(held at Geneva from 2 to 14 February 1970): When I buy a
' car, the maker fixes the price and I have to pay up or not
buy it. If, on the other hand, as an African producer, I
want to sell my cocoa, it is the purchaser who establishes
the price, All theories of political economy, however good
they may be, cannot make us forget this unjust anomaly. ‘

© The aim of development aid is systematically to eliminate

this anomaly, gradually drawing the developing countries, on a

footing of equality, into the world economy as productive.

units thus enabling them to enjoy satisfactory living ,

~ conditions, Indeed, as the Pearscn Report states, "if the
developed nations wish to preserve their own position in the

- world, they must play their full part in creating a world

order within which all nations and all men can live in freedom,

dignity and decency", "But", the report asks logically, as do

other texts, "can the majority of the develcping countries

achieve self-sustaining economic growth between now and the

end of this century?" The eight authors reply in the

affirmative, ‘ e

49, This conviction is backed up by accurate data on what has

been achieved in developing countries over the past 20 years, '

It is true that the results of economic development between -
1950 and 1967 differ considerably from one country to another,

e SOOI : 8/s
(1) The Pearson Report of the Commission on International
i Development; the Commission is chaired by
Lester B. Pearson and comprises the following memberss:
Sir Edward Boyle (United Kingdom), Roberto de Campos
 (Brazil), C. Douglas Dillon (United States),
Wilfried Guth (Fed. Rep. of Germany), W. Arthur Lewis
Jamalca), Robert E. Marjolin (France), Saburo Okita
Japan). Published by Praeger, New York - Washington -
. London, 1969. - . o

 (2) A study of the capacity of the United Nations development
system, United Nations, Geneva, 1969, L



- 41 -

but it 1s also a fact that the aim of the first decade was
achieved: namely an average growth in the sixties of 5% in the
gross national product of developing countries (the growth

rate in industrialised countries was 4.8%). The technical
Infrastructure of the third world countries was also
considerably develcped., About 85% of investments in developing
countries were provxded by those countries themselves, The

- average savings rate in all developing countries was 15% of

the gross national ‘product in the sixties.

However, the progress made must now allow us to forget
the multiplicity and extent of future tasks or the ‘
difficulties they will encountera A large. part of the report
is devoted to such complex problems. These are particularly
problems of intermal policy in the developing countries (e.g.
the need for various reforms, the paper weighting of political
and social objectives}, the dilemma of the population
expiosion, unemployment and urbanisation, agrmculburef -
nutrition, industrialisation, the private investment "climate" ’
research and development, education and outside political
‘pressures, This last part of the report dwells on the .
importance of foreign currency reserves for development,
income from exports, the burden of the debt and the present
general apathy in the denor countries with respect to -
development aid, This last factor finds expression in a
drastic drop in public loans on the part of industrialised
states in favour of developing countries, a multiplication of
private alid and loans to procduction, the detericration of the
credit terms offered to developing countries and a tightening
up of delivery ccnditions. In 1967 only 16% of official aid
was not t:edo

50. All these problems are interdependent. ‘For example, a
developlng country'!s trade can increase only thanks to greater
production and/or improvement in quality. That in turn means =
training, the purchase of tools and machinery, savings, credits,
improvement of* the infrastructure, the opening up of forelgn V
markets, etc. This interdependence of prcblems calls for
co-ordinated co-operation between developing countries,
industrialised countries, public-and private schemes- and
international organisations in their respective endeavours to
find solutions, for which the report submits twelve proposals'
and sixty-eight recommendations, If aild to developing
countries is to achieve maximum efficiency in bringing about

a prosperous world econony, the means, methods and measures
must be co-ordinated, i.e. a strategy for their application.
must be drawn ubn. The essential aims of that strategy are

as follows: : T :

- To set up a free but fair international trade system;.
- to increase the outside private capital in a manner

profitable both to the investors and to the
beneflelary countries;

2




- to assoclate the parties to development aid more -
closely to specify its aims and to co-ordinate efforts
more effecflvely,

- to inorease the volume of aid, ; |

- to:so1ve the problem of the growing burden of debt;

- to,make the administration of aid more. efficienﬁ'

~ f'toxglve a new orientation to technlcal asa¢stance,
- %o slow down. population growth-' |
~‘to,review aid for education and research,,
S to strengthen the system of multilateral aid,
51. The impact of the Pearson Report throughout the world is.
surprising, for in 1tself it does not contain any spectacular
new ideas, ) an A :
The«authors'simply pass in review the battery of

instruments existing for development aid and do not arrive at
any surprising conclusions, It can even be said that as a

B ‘whole the report merely confirms the recommendations of the

second World Conference on Trade, " Its importance, apart

- from the authority of the organisation which commissioned it,
~ lles rather in its thoroughness and accuracy, the convincing
logic of the conclusions drawn from numerous facts, the
volume of material consulted and the manifest value of the
‘recommendations based thereon. Its critical obﬂectivity,

~ clarity, logic and ‘the simpllcity of its style are alsc

striking. v ; L s

The Jackson Study is a valuable complement to the

- Pearson Report. Whilst the latter analyses objectively

what has so far been achieved and the experience acquired

to date and also puts forward concrete recommendations for the
: future, the Jackson Study considers (and weighs up) whether
the most important of the instruments for the implementaticn
of the Pearson Report'!s recommendations, i.e. the United .
Nations development system, is able, téchnically and from the
- point of view of organisation, to satisfy present requirements,
~let alone the ever growing demands of the future. With almost
‘brutal frankness, Jackson writes; "Objectively regarded, the
‘United Nations development 'system! exists only in name", aud
he explains this in aetail in hlq stucy,

52. Jackson believes that ten measures are indispensable for

reorganising the system with an eye fto technical progress,
GO*ordinatjon and central¢sat10n. /

A



53
planning and programming phases, all of which would be
interdeoendent~ . : - .

~ 4% =

"PArst, the introduction of a programmtng method which
would enable all inputs from the UN development system to
be programmed comprehensively at one time in a programme
corresponding to the needs and the duration of each
countryl!s national development plan, '

Second, effective and prompt execution of approved
,progects& having recourse, as necessary, to all available
methods and resources within and without the sy%tem.

Third, controlled evaluation, designed to maintain the

“accountability of the Administrator of UNDP for the use °

of all resources contributed to UNDP, to measure results,
to Jjudge the effectiveness of the methods used, and to
draw conclusions which may be applied with beneflt to
future operationggv '

Fourth, effecflve follow~up conceived as an integral
part of each project from the outset,

Fifth, the introduction of an effioient 1nfo“mation system.

Sixth, organisational reforms at the country, regjonal and
headquarters level designed to integrate the components of
the UN deve¢opment system more closely. These should -
combine greater control at the centre with maximum

-;decencralisafion to the field level, where the authofity

of the Resident. Representa‘ive should be greatly ‘
strengthened.

4~eventh, proper staffing of the operatlon,at all levels,
mnvolv1ng far-reaching measures to attract and retaln the
best quulliied people available.A, o . :

gnth?a financial frampwork designed to ensure the smooth
ﬂunnwng of the opewation, through which the maximum possible
amount of funds entrusted to the UN development system for
development co~-operation should be channelled, the head of
the central organisation belng held persona;ly acuountable
for their use,

Nlnth, maximum use of all modern managerial and administvative

"~ 2ids and techniques to ensure &n effective, expeditlouo and

econcmical operaticn.

Tenth, maximum flexibjlity on the part of 0Po*\rer:nrnerﬂ:s and
the system alike %o permit adaptability to changing :
circumstances and a speedy and effective response. to nﬁw
challenges and -opportunities as they arises.

Jackson’ proposes for the aid system the five fol]owing
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19 The ‘local representative of the UNDP draws up the

velopnen plan pr ~ogramme with the:eocunbry ccncerned, drawwno
as necessary on th@ qS\iscance of‘representaulves of* the
speciu¢;gcd,ag enci ’ ‘

20 During’this‘;haSe‘the details of the various projects »
have to be worked out, Here, the activi ty’of the organisations
Peup“ﬂﬁlbl@ for carrying out the programme is particulariy
important and. the. d&?@bt@f of. the pfoject in question mist. be.
constantlv conbuitada ,

Do Img‘ementacion of the projeotﬁ

14¢ ‘Evaluation of the dlffere v operauﬁ ons and assessment of
their results. The director of the UNDP must be informed of
- the Iindings of bathwuf :

5»7 Finallyg the follow-up acthlties, In Jackson'!s view

these are of capital importance: they show whether the
rroject has succeeded or faileda

; Jackson has no 1llualons about the posszbllﬁtynof
translating these proposals into action. He knows that this
~requires a long time, Five years from naw, i.e, towards 1975,
it should be possible to bring the system into line with these'
conceptionss The developing countries would then be able to
plan their projects better to make a more profiltable use of
thelr own resources and natural wealth as well as cxplo&tlng
the possib*lltxeq of b&lateral aids

- The induqtﬁinl countrﬁes would be constantly abreast of
how the developing countries wers using their resources and
could adjust their bi&aueral aid pfogranmas acoord“nn~yo

In oonnjus¢on3 we can say that the Pearson Report and the
Jackson paper provide us, as far as Qevelﬁbmevt aid problems
are conce rned with a rich catalegue of exparience, mistakes,
sugeesses, methods, requirements and possibilities. They afe
sure guildes for those concerned with development policy,
enabling them to draw lessons from the mistakes of the past
and to achieve a stable econcomiec TGlduiaﬁmhip b@tweeﬁ the
developing and tne lndustriallspd COunuw$eDo

. . /
. ‘ od o



IV, PINAL REMARKS

1. Underdevelopment is a general disease, affecting henceforth
the entire world community, and calling for a series of equally
‘general neasures in the principal sectors (technical assistance,
trade finance, econonic aid etc.) and for action to put an end to
what has been called the "negative nultiplier® of poverty.

2. It tends to emphasise a clear antithesis between scientific
~and technological progress and their possible social applications

~and to push to extremes the social disparities between the rich
‘and poor peoples of the earth. ‘ L

-~ On the one hand, the rich peoples are continually raising

~their standard of living and productivity; on the other, the
poor pecples have increasing difficulty in rieeting the new social

~ demands consequent on population growth and conditions of freedom.

: - The result is a split in the international econony which, if
1t bvecane a permanent feature of the world sysbten, could have
‘dire results for everyone, barring the way to a better e
- distribution of international resources -~ & prior and

- indispensable condition of a balanced amnd peaceful world order.

3. Whateveriour'point of view, the problen demands»tﬁat we
~advance beyond the stage of piecemcal action. =~ = e

Given the seriousness of the problen and the nanifest :
inadequacy of the nmethods so far enployed, the irportant thing
is to attack the problen of speeding up the implenentation of
global aid with a new political determination and & realisn
narked by a sense of the responsibilities involved,

4. TFor this reason -~ and alsc because underdevelopnient has so
nany Gifferent faces - one can reasonably expect that, even if

the problen is of world dimensions, it will be possible to find
concerted solutions which allow for this fact, solutions tending -
- towards a partnership between the rich and the poor nations. '

~ In a regilonal context too -~ for example, in the specific
case of the EEC-4ASM and the EEC-OCT it is possible 1o gilve
co-operation of the type described above, institutions and neans

of action which would enable the poor and the rich peoples to
collaborate in a real partnership, with nutual respect for one
another's freedon. : o

5. The progressive co-ordination of policies of co~operation
with, and aid to, the developing countries can play a large part
in helping to forge a cormon European foreign policy, whose
genuineness where denocracy and peace are concerned would thus be
established by a vast effort to achieve international solidarity
and justice. It could also contribute nore particularly in this

- sector, to greater BEC represertativity in intermational affairs
- and to better adjusted relations between EEC and the United H&tlonsg

o/
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b, Ceftaln speuial aspects of the problems are of the most
pres¢1ng urgency today:

(a)

(b)

thp ma;ntenance and relnforcemenb of the speclal features &

and most authentic trends of the EEC»Afflca assgelation

as a valuaole guide for the solution of other regional
'problems in the Medlterranean, Latln Amerlcw, Asxa, ete.

The 00nordinatkon of veglonal DOllClOu - beglnning with
EEC=-AASM policy - with world development aid poliecy, -

- while checking the repeated attempts made in the

-~ among other things, make no allowance for the depr6931ons‘ _:

o)

(@)

framework of UNCTAD to demolish existing preferential ,
measures in the name of rigid dogmatic concepts which,

peculiar to the African contlnenc,

The full extension of current EEC action to Commonwealthj
areas aa301nlng beneficiary regions as part of the

- policy of opening the door to Great Britain and the other

European candidates for membershlp,

A growing awaweness of those essential means whlch more

and more are linking up policies of development assistance

and International co-operation with ofher forms of
pelitical action directly governing world peace,

- disarmament and int ernatlonal Justlce..

w
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