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At its mectihg in Heamburg on 14 January 1970 the Joint
Comnittee decided, in compliance with Article 14 of the Rules
of Procedure, to submit a report to the Parliamentary Confer-
ence of the association on the Sixth annual Report on the
Activities of the association Council, Mr. Guillabert was
appointed Rapporteur in accordance with article 15 of the Rules
of Procedure.

The problems raised by the association during the course of
1970 were examined by the Joint Committes at its meectings on
20, 21 22 and 23 May in Florence and on 28, 29 and 30 October
1970 in Libreville.

This report was unanimously approved on 30 October 1970
- in Libreville.,

The following were present: Mr. Ngoo' Mebe (Cameroon), Chairman:
Mr, Achenbach, Vice-Chairman; Mr. Aigner, Mr. Armengaud,

Mr. Bos (deputizing for Mr. Werner), Mr. Briot, Mr. Ntakabanyura
(Burundi), Mr. Lyando (Central african Republic), Mr. Ibata
(Republic of the Congo), Mr. Bango-Bango (Democratic Republic

of the Congo), Mr. Fbagnitchie (Ivory Coast), Mr. Dewulf,

Mr. Fellermaier, Mr. Bouanga (Gabon), Mr. Galli (deputizing

for Mr. Santero), Mr. Gerlach (deputizing for Mr. Corona),

Mr. Girardin (deputizing for Mr. Colin), Mr. Glinne, Mr.
Kompaore (Upper Volta),,Mr; Laudrin, Mr. andrianatoro
(Madagascar), Mr. Sissoko (Mali), Mr. Fall Babaha (Mauritania),
Mr. Offroy (deputizing for Mr. Hunault), Mr. Ndahayo (Rwanda),
Mr. Valantin (Senegal) (deputizing for Mr., Guillabert),

Mr. Omar Giama (Somalia), Mr. Spénale, Mr. Dagadou (Togo),

Mr. Westerterp (deputizing for Mr. Schuijt).
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INTRODYCT ION : |

tl; , The\AssociaFion is at a turning point in its history.
It is on the verge of & new period of change and unCsrtalnty«

The chénges taking plaCe with thc new Yaounde IT Conven-‘
tion are a result, among other things, of a development set in
train byithe standing confrontation of two schools of thought,
The Association was from the very beginning regarded by some
as & purely transitional arrangement which would go by the
board once thﬁ AASM attsincd full economic and political
independence.  For others -_and in partlcular for thc parlla—‘
mentarians of the association for whom this has always been a
matter of principle - the Association is the framework for an

enduring. cooperation between Eurépe and africa,

The uncertainty now surrounding the iassociation is due to
the convergence of a number of events whose cumulative
influence has affected the association in varying degrees.

2. The first uncertainty arising in‘i969 was the unduly long:
prolongation of the transitional period; the effects of this
are discussed. throughout the Slxth General, Report on the
activities of the Council of. 485001at10n. The 4ssociation
Committee, for example, was obliged to. extend the transitional
measures, originally scheduled to apply until 30 June, up to
31'December 1970.,- This gxten51on of the time~-limits laid
down. for the transitional perlod was due ‘o the fact that the
Yaoundé II Convention had not been ratlfied_bybsome.Member
States. Since then events have taken a more favourable turn °
and the necw Convention came into force on 1 January 1971
following the deposit of the instrumcnts of ratlflcatlon by the
Netherlands and Italy.

Rightly or Wrongly these delays in ratlflcatlon lent
colour to the view among the 4aSM that some Parllaments of the
Member States had ultcrlor motives and that their Govern-:
ments were not 1n.a ‘position to fulfil, within s reasonable

CPa/CP/198/aéf
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perlod the. commltments they had enterod 1nto (l). 4s The ,
dpbates held by the J01nt Gommlttec in- Librevmllc shQWud,-ﬁhe .
psychulogical effect of this: unccrtalnty uffucted the cllmatc of
confidence in the nSSQClatlon in 1969, although the tran81t10nal
period actually had fewer adverse, cffccts in terms of tradb ‘and
flnance “than might have been fcared thanks tu the timely
mcasures ‘taken by the Commission of the Communitics and the o
Coun01l of the AﬁSOClatlon.

3. | Th»se dclays in the rétificatlon of the Gommunlty's
commltments érc all thc more alarmlng to the Assoc1atcd Stutes
hecausc they are occurrlng at a time when: the WASM are 1n real
nepd of reassurancg about the futurc in view of the external
threats bearlng down on the ASSUClatlon' - the obvious hostlllty
of the Unlted States. ang the prvssure 1t exbrts on certaln v
Member States are not without' effect qn the policy. of the
latter. Similarly the Assoc1atlon has not ‘been unaffected by.
the 1nternal pressurcs in 'certain. bu51ncss Cerle within . thc
Communlty whose souroes of supply lie 1n coﬁntrlﬁs other than .

the AASM.

Thls splrlt of oppos1t10n which hung over the ‘rénewzl

‘Of Yooundé I, continues to lie heavy on the negotiations in
GATT and UNCTAD. It is WOrthlnotlng that the renewal of
Yaoundé IT was only secured at the prlce of éertaln .concessions,
1.e..a reduction in the preferances ‘enjoyed.- by the AASM on
Community markets.  Despite. the protests of the hssociated®
LAfrican States the Six conflrmcd at the mceting of” the Ccuncil
| of A39001at10n on 30 September that they would. nmeke- reductlons*‘
«in the common customs tariff on a serlcs of tropical” products,
including three major: export products of the AASM when the
_Gonv;ntlon came into force.

(l) Italy for example, ook three ycars “te ratify Decision
67/491, adopted by the Council of the Communities on .
27T July 1967 on the granting: of tenporary finaneiel aid.
for the oleaginous products of the L.SM. is a result a

~\Community decision of real importahce in its effects on -
D dts L emAandadnd Qtotoa was held nn until Quite I'ecently.

. CPa/CP/198/aéf.
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4. 'These cuts in regional preferences on primary commodities
enjoyed by the LASM will be made at a time when UNCTAD plans to -
introduce;a(system of generalized preferences on manufactures

and semi—manufaotures of all the developing countries during the
course of 1971, Thls will therefore reduce the preferences also
granted to the LLSM on processed products, because the Community*s

offer'is based on duty-free .entry - up to certain limits - for
all industrial products of the dcveloping countries.,

t

5. Flnally, in a situation where the Community is torn between
its commitments to the Eighteen and its commitments to the Third
World as a whole, we have the opening of negotlatlons Wlth the
United Kingdom. This event in 1tse1f a good thlng, 1s

another source of uncertalnty for the LASM3 they would like to
know what conditions the Communlty will offer the Bngllsh+sPeak—
ing african countries in the Commonwealth most of whose pro-—
ducts are competitive with those of the Elghteen and some of
whom may also need to call on the flndn01al and .technical coop-
eration of the Communlty. : It is thercfore dlfflcult to assess
what effects the openlng up of the Communitv will heve on the

Association itself..

6+ In éonoluéion, it is more necessary than ever that the 24
partners should keepgthefclosest watch. on:the development of the
Association and keep control on it, and that the six Member, '
States in particular should make kmown their optlons and the
nature of the cooperatlon they intend to extend in the’future.

CPL/CP/19&/34F.
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Chapter I - IHE INSTITUTIONS

To s An analy81s of the .decisions taken by the association
Comm;ttea on: the trén91tlonal prov131ons alscugsed 1n the flrst
part of the General Ruport shows that in practlco thb Assoc1a- -
tlon Committee has come t0 take the pllce of the A59001atlon
Counoll. Indecd the latter held no mcetings at.all between

29 May 1969 and 30 September 1970, 1. c. OVer s period of 51xteen‘.
months. This SquS hardly cons1stent with the provis1ons of .

the Yaounde Convontlon Artlcle 44 of which lays down that the
Coun011 shall meot once a, year.

84 Had the : Coun01l of ASSOClatlon not - delegated certain powers '
~to the hssociation Committee, as a result of whlch the latter |
was able to take 1mportant ‘decisions and g0 keep the uss001at10n
10perat1ng normally, the Council might have laid 1t5olf open ' to

a charge of shirking its responsibilities..

In faot 1t is cncouraging 10 seo what has beon done by the
Commlttec. at% 1ts meeting of 17 July it approved the Slxth
 Report on the Aot1v1t1os of the Council of Association and - for
the flrst time in years - sent it punotually to the Joint: Com~ .
Lmlttee and its Rapporteur. . The 000peration of the JOlnt Secre—
'tarlat of the Council made p0351ble not only thc pxompt adoPtlon
of the ‘Sixth Report but also 1ts.tran§M1s31on to the- parliamen-

'tary bodles of the n5soolatlon. i

As Mr. Damlba the PrL51dént of the nSSOClatlon Council,
'explalned before the’ Joint Committec in lerev1lle (1) it is -
still the Council that has tho ultlmate polltloal rospons1b111ty.
The powers it has delegated since 1964 to the association Com-
- mittee do not relieve the Council of its political respons1b111ty
because at each of its sessions it has to express its oplnlon
on the reports submitted by the Assoolatlon Commlttee on the
matters it has dealt with.' ’ ‘

i

(1) Tho Joint Committue held two meetings in 1970 the flrst
"~ in Florence from 20 to 23 May .and the second 1n lerev1llc
from 28 to 30 October. ,

g;PA/c‘P/198/aéf’.‘i
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g. The long-awaited meeting of the association Council on

"~ 30 Septembergwas rather a disappointment for two reasons: -ene
was the absence of some Europesn and some african Ministers;
the other was the fact that the consultations held about tariff
changes the EEC cnvisages for some tropicai products showed how
hard it is for~thg AASM to convince'their European friehds of
the validity of some of their basic claims. Indeed the sASM
were unsble to get the Six to change their minds.

This consultation procedurc between the Six and the
Eighteen should be reviewed to ensure that the AASM viewpoint
realiy exéfciSes some influcnce on’ the issociation Council's
final de0181on0 In fact the debates have always left the
AASM W1th the 1mpress1on that when the Six have come to an
agreement beforehand the AASM are faced with a fait accompll

because the agreemecrt then proves to be sacrosanct.,

The Council meeting did, on the other hand, prove more
gsatisfactory when it céme to the consultations between the Six
and Eighteen on generalized prefcrences. The Community
acceded to a request of the aAssociated States to include, in
its offer, a general claﬁse to the effect that the Community
and the developed countries would redress anyvunfavourable A
situation that the introduction of the system of generalized
preferences might pfoduce in the developing countries at
present enjoying special prefgrences.

Similarly the association Council welcomed the information
given by the Community about the applications-fpr membership of
the United Kingdom, Denmark, Ireland and Norway and about the
Community's attitude on their implications for the policy of
the Association.

10. Relations between the various bodies of the Association
have gone satisfactorily because all have kept in constant
touch with each other, thanks to the active participation of
~representatives of the Association Council and of the
Furopean Commission at meetings of the Joint Committee.

CPa/CP/198/aéf.
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Chapter II - THE PREFERENTIAL SYSTEM OF THE ASSOCIATION

12, The Association's‘QYSteﬁ of regional preferences has
caused,so much controversy in the third_countriqs that it
may be worthwhile explaining what the actual content of the
Assodiation's prefefential poiicy now is.

The system of free trade areas between the Community
and each of the 18 AASM countrles, based on preferences
amounting to more than stralghtforward tariff concessions,
is evolv1ng all the tlme and has undergone major changes
since 1960,

13, In 1958 the trade policy instituted between the Com-
munity and the States (then the African and Malagasy terri-
%ories) was mainly French-inspired, both out' of necessity
and because of current attitudes. As the preferential sys~
tem of the Association stemmed from histori0<links, it .
brought with it originally not only major tariff concessions
(i.e. duty—free entry for products exported by the AASM) but
also marketlng and price guarantees on Communlby markets,
productg of the gssociated countries belng regarded as Com-
muni ty prdducts. Conversely the privileged treatment given
to -France in the African territories at the time entirely
"dependent on it was extended to its five partners which =
thus benefited from the same preferences (reverse prefereqces).

14, As from'l960, the horizontal relationships ﬁhat had
linked most of the AASM togéthér within the same economic
aréa disappeared with their accession %o independence. In
1963,‘when.the;First Yaoundé Convention was signed, produc-—
tion aid was intended to be phased out by means of a grédual
reduction in price support for the main AASM products; it
was agreed that when Yaoundé I expired on 30 June 1969 the

AASM ought to be in a p051t10n to align their product prices
. on world - prlces. '

CPA/CP/198/aét.
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At the purely tarlff level there were then a. serles :
of" reduotlons in. the common customs tarlff (CCT) f0110w1ng
multllateral negotlatlons in- ATT - the. Dlllon Round aad
then the Kennedy Round. ~ of as much as an average of 25
per cent for most produots and a 15 per cent suspens1on
for coffee and coooa, with the. appllcatlon ahead of sche-‘:
‘dule of ‘a’ reduced CCT raté for these products.f There was
also a complete susoenslon of the CCT for tea and troplcal
WOOdS‘ then agaln, thsre was no tarlff proteotlon agalnst
oertaln prlmarJ commodltles such as oleaglnous seeds, "ot ton
and rubber, where the C 3T duty was nil.

A. The new-ggggff reductions on primary commodities

15. . The 31gnature of Yaoundé II prov1ded the opportunlty
to lay down aaother milestone in the process of tarlff dls—
mantlement within® the Association. When' 00nsultat10ns took
plaoe on thé Council on 30 September: 1970 the bommunlty ‘
confirmed 1ts intention of maklng partlal suspen51ons in
‘the €CT on several troplcal products, 1nclud1ng three that
matter to the AASH - coffee, cocoa and palm 0il (l) - and ,
other products (coconut, pepper, cinnamon, glnger (2). sto.)' 
(see list 1n Annex II to the Si¥th Gemeral Report, Doc. =
JZ/I“II) ‘

—

(1) ouspension of duty

 —.on unroasted coffee, from 9.6 to 7%, subgect to the
existence and proper opsratlon of the international
agreement on coffees ‘.

. —.on.cocoa beans from 5.4 4p°

T~ on palm 011 from 9 to 6x

. U
'However, the oommunlty declded to make no change in’
the CCT for tung 6il and to effect a less aporec1able
‘gv‘suspension of the CCT -for cinnamon.,

T e
o
~

CPA/CP/198/oef .
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16, These tsriff changes were one aspect'bf the negotia~
tions leadlng to the renewal of Yaoundé I; as stated in the
annual report, 1t was at the third meeting of the Contrac-—
'tlne Parties at ministerial level on 29 May 1969, and at
the sixth meeting OL 13 June 1969 of the Contracting Parties
at ambassadorlal 1evcl that the Associated States were
off1c1ally informed that the Member States wanted to make
a 'gesture' on behalf of the developlnn third countries.
‘This point was made in June by representatives of
'eertain Member States when the Council of the Six discussed
the desirability of redueing the CCT on cinnaion and tung
'oil. Some delegations wanted the EEC to refrain from re~
'du01ng the CCT so as not to harm Nadagascar which exports
these products to the Community, 1ts main customer, But
two delegatlons of the Member States found this ‘ungcceptable
and stressed that this CCT reduction had been re"arded as
flnal as 1nd1cated in the explanatory statement attached
lto Yaoundé II ‘as outlined before the German and Dutch
Parliaments.
17. The Communlty would thus be hard put to g0 back on
this gesture because it was regarded by some as'one of the
conditions for the renewal of Yaoundé I. For the’ Communlty it
was a worthwhile demonstration of its sense of respons1b111ty
towards the Third World as a whole and a sbp to some of the
other 1ndustr1allzed countrles, partlculerly the United .
otates, Wthh take 1ssue with the preferentlal pollcy of
the A53001at10n. ' ) '

It was thanks o the Commission that the Community
.decided to limit this gesture SO as not to damage the in-
.terests of the Assoolated States.s ‘

18. At meetinrs bf the Conﬁractin» Parties -~ and as early
as 26 March 1969 — the. AASHM came out strongly agalnst any
plan to reduce CCT dutles, as 1nd10ated 1n the Slxth General

CPA/CP/198/céf.
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Report (pp.'<1—?2) "Tn thelr oplnlon the tarlff dlsmantle—
ment measures 1ntroduced 51nce the Rome Wreaty was 31gned*
in 1958 have harmed thelr commerc1a1 1nterests. Comlna on'
%op of the’ dlsappearance of 3 pr1v1leged market Where most f
of these States engoyed prlce and marketlng guarantees for
their nroducts, these meéasures would even have dealt a '
sevére blow 0 thelr export revenue and to the commerclai
Iootlng acqulred on these privileged markeﬁs of the Europe
of the Si%.

" yFor the 4s3001ated States there is a connectlon bet—
ween ‘the succession of oo reductlons on ‘the’ maln troplcal
products made 51nce 1958 and the sharp fall in thelr exports
of some of these products to the Communlty (unroasted coffee
141 mllllon unlts ‘of accoun+ in 1907 as ;gmgazigewrgh d60
million u. a. in 195q),‘or the neglwwlble exports of others
(53 mllllon . a. for banapas in 1967 as compared with 48
mllllon u.a, in 1958) Over ‘the same perlod the EEC's
1mports of unroasted coffee from Latln Amerlca 1ncreased
by moré than 30 per cent and “banséna’ 1mports from the same
source by more than 100 per cent. -

'Palm o;l is another case’ 1n polnt° the Assoclated

States felt that it would be wrong to reduce the duty from
9:t6 6" per ‘cent., They pOinted out that between 1960 and *
1965 theid exports of palm 0il’ to “$heé’ oommunlty decreased
appreclabiv both in quantlty ‘and in value = Irom 1s i 000"
tons or $30.5m to 101. 500 tons 6r $25. 4m.' BEC" 1mports from
third: countrles, on the othér hand “rogé- Substantlallv -
from 135,000 tons, or $30m, in 1960 to 162;000 tons, or
$42,5m, 1n'19§5.
- “Ahe. Assocleted States argued that any measure invol-—
ving the suspenslon of duty on thls prbduct would" adversely
affect the export recelpts of some Assoclated States - par-.
tlcularlv the Pembcratlc Republic of the Conao, the Republlc
of DahOmey andthe ‘Ivory Coas+ Republlc - because palm 011 :
is 4 major feature of their: export’ trage,r T :

‘ CPA/CP/198/6 éf.
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19. On this evidence, the AASM have proved their point
that the tariff suspensions already made had weakened

their export capability on the markets of the Six; it is
therefore for the Community and the‘bodies of the Aseo—
ciation to take all approprlate steps to redress the damage
suffered by the AASM (1). ' \

The fact remains: that it would be difficult for the
Community to go back and readjust its common customs tariff;
this would be bound to provoke very strong reactions from
third countries. )

20. The Associated States note with regret that in signing
Yaoundé II the Community again. weakened the preferehces :
system enjoyed by them. This undoubtedly confirms that the
trend is gradually to reduce Association preferences.

21.. The unbiased conclusion that follows from this is that
there has been a steady whlttllng away of the grounds for
criticism by third countrles because the A33001at10n is
definitely bent on dlsmantllng 1ts trade and tarlff prefe-
rences. It can hardly be said that the A38001ates have
 conso11dated their links in +this sphere. Tt would rather
appear that the 11nks between the 24 partners have changed,
the emphaeis shifting from trade profection.on a steadily
,Mdegreasing scale to greater finane;al and technical cooper-
_ation, which is tending to become the major feature of the
'Association between the 18 and the Six. The Association -
'ought to’ watch this development carefully to ensure that
it does not €9, t00 g ulckly, bearing in mlnd the overrldlng
vlmportance of trade pollcy for the AASM, '

(1) The Comfunity made it clear that it would make tariff
'suspensions' and not final reductions in its customs
tdriff so. as to be able to review the 51tuat10n if it
were proved that the interests of the Associated States
had really been prejudlced. :

1
\

CPA/CR/198/aéf.
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B. uXt@ﬂSlOn %o the three East Africar oouutrles of

preferencee alreadv granted +to the uuﬂﬂ -

223‘ “The~Arusha I1 Agreement ‘came’ into force at the same
'tlme as Yaounde II. ' The effects of this competltlon for .
the AA&M will thus bewln to be felt next year because

Arusha I never came into effect.- T ' SR

1.
v

1‘\ WIndeed’the provisions of the*ﬁfushe‘Agreement‘relating
%0 , trade agreements are identical with those of Yaoundé IT
and prov1d° for duty—free entry ,into the- Communlty of pro~ .
”ducts orlgmﬂat1o~ from East Africa. It'was.in thls wWay- ‘that’
the r1ommunlty manlfested its corcern +o ulve the three Fasgt

”:Afrlcan countrles the same import system as that applled to
'AASW products. In the case of three products, however,
“Protocol II to “the Awreement lays down certain safey uard
“clauses should 1mports of coffeo, cloves and canned plne-‘

apples exceed the follow1ng quantltles durlnp any glven
years - C '

(1) Unroasted ooffee, 56,000 tons;
C{ii) Cloves, 120 tonss
(111) Canned plneapples, 860 tons.

. In that case 'the Communlty shall be authorized -
subgect to coﬁsultatlon w1th the Partner States of the East
Afrlcan Communlty - tp take the necessary measures to av01d‘

( serlous dlsturbances in trsdltlonal trade flows' (1)

7“3. . Slmllarly, the systen for 1mports from East Afrlca of
‘agrloultural product: 31m11ar to and competitive with Euro-'p”
%pean products, subgect to market rewulatlon, is the same as
that in the Yaounde Conventlon (2) In both Conventlons
Artlcle 1,2 of Protocol lo, 1 states that 'the treatment
whlch the Communlty applles to these products shall be more,

t

(LY It stiould be noted that these celllnbstQre set falrly

| ‘high and. allow for a gradual increage in the exports of
Eagt Africa, bearlng in mind ‘the present’ 1evel of exports
of thése three products to ‘the’ Communlty.

(2) See Articles 2,3 and 4 of the Arusha Agreement which are
: the same as Articles 2,3 and 4 of the Yaoundé, Conventlon. o

f

C]?A/OP/l98/d &r
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favourable than the qeneralvtreétment‘applied to-1like pro—‘J
ducts originating in third countries.’ ‘The regulation imple-
‘menting this Article, submitted by the Commission of the
Communities to the Council, is designed to bring imports of
agricultural products from East Africa freely into line with
‘those from the AASY and to accord them the same privileges.

24. The AA3M welcomed, snd continue to welcome, the Asso-
ciation of the three countries of East'Africs‘with the Com-
munify because they feel that it will be conducive to African
unity and regional cooperafion through the possibility it
holds out of enlarging the free trade areas that already
exist in Afrieca, ) ' L

This does not mean they are unaware of the difficulties
they could be faced with as a result of competition from East
African products on Community markets. This applies to tro-
pical products for which demand is not very elastic in the
Furopean consumer countrles where the AASM are already meetlng
with keen competltlon from the - Latln Amerlcan countrles. B
25. And it will psrticularly apply to avricuitural products
gimilar to and competltlve w1th European products. In view
of the protectionist nature of the common agrlcultural policy
it is to be feared that the exportable quaentities of such
- agricultural products from Bast Afrwca may,‘comlrg on top of
thoge of the AASH, alarm the Community and drive it to 'ad3ust°
1ts regulations relating to products originating in Asso—,
ciated African otutes accordlngly, with-a view to safeguar-'
ding its interests as env1saged in Protocol No. l annexed to
the Convention. -

This fear is not wholly unjustified, for example, in U7
the case of" the 1mport svstem recently proposed. by the Com~
mission for 1mports of mz 1ze from the Ass001ated Afridan,
-States. As the East Afrlcan countrles Were major potentlal
exporters the Communlty proposed a 'Dreference' redu01nm the

CPA/CP/198/aéf .
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levy”(l)‘by 0.10 u.a. pé} 100 kg the resultlng conce351on
. would ‘be equal to 2.8 per cent of the levy, neglﬂg1b1e~
‘amount. Never before has the Fomounl by sranted such a
paltry conceeslon to the AASH. When this problem was deé
bated in the European Parliament it clearly emerged that
the Communlty was. alarmed at the pOSS;blllty of 11rge tcn—
nages belng 1mported from East Afrlca. It could have beea
 much. more liberal in its regulatlons had 1t only had to.
take the small—scale exports of the AASH into acccunt as
it 'ig in the’ case of other products the Communlty 1mports
. from the AASM in small quantltles (2) ‘

26, To sum up, ziving Fast Africa the same system for the

\ 1mports of agrlcultural products as the [ASH - however |
desirable this may be = is liable to result in a less fTavour-
able system for certain AASW exports to the uommunlty than
before.

v
AY

é. UNCTAD's generallzed preferences for' the manufactures
. and seml-manufactures of the developlng countrles

s : S 4 o v
27.‘ The system of generalized preferences is- scheduled to
‘come into operation during the course of 1971, © - '

This system is.as it were the'second component of the :
reduction in the preferentlal coricegsions engoyed bV the AASM.
The Communlty offer is vased on duty—free entry for all the

- developing countries. - AASK productS'w1ll thus no longer
enjoy a.privileged posltlon - vig-d-vis third countries et
‘on Community markets, except in so far as third coun%rles A

will have to respeot certain export ceilings.

(1) . The Communlty 1evv is a tak on 1mpcrts of - certaln agr1~~‘
Lo cultural products. It is equal to the difference bet-,
‘ ween the internal prices guaranteed to producers in the
Community-and world prices; -

(2) Kenya and Tangania exported 74,000 tons of maize to tne
: Communlty in 1968 the ALSM exported only 818° tons.

. CPA/CP/198 /aéf -
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/

 28.- ‘Unlike the suspen31on ‘of dutles on certaln AASH tro~‘p

‘plcal exports, however, the grantlnﬁ of generallzed pre~u"

r'ferences~does not come asg & surprise to ‘the- AASM Indeed ff
the Eighteen have: never raised any obgectlon totthe lntro- "

Jﬁmctlon of a,system cf mutually acceptable generallzed
preferences- they went all the: way w1th the group of 77

developlng countrles on the general principle’ oF such pre—1d

ferences durlnﬁ the dlscu581ons at UNCTAD and when' Reso—

‘1utlon II/21 was unanlmouslv adopted by the 132 part101« I

patlng countrles in New Delhl.

29, .In accordance With Protocol No..4, the Commﬁnlty'gotf}

_in touch with the AASM at UNCTAD and consulted them Offl—;

L’clally on several occa31ons, among them the meeting of the"

Association Councll on 30 September 1970. The Assoc1ated

 States were informed 1n Maroh 1969 sbout the nature of thet‘
prellmlnary offer made by the Communlty to the "0ECD on the
eystem of venerallzed Dreﬁerences it proposed to apply,for“’

its own purposes (See General Report, “PpP.37-39):

29 to 99 of the Brussels Nomenclature whére these ori=~
uﬁlnate 1n the deve10p1ne countrles' '

Ve the preference will oon31st in granting duty—free entry,

‘- a3 & general rule thls preferentlal treatment will apply
' to 8ll the manufactures and seml-manufactures in Chapters

V= preferent1a1 imports will be admitted up to. celllngs cal~'

culated on the basis of value in the casg of each product
by reference to standard orlterla for ell produots- ,";

'- in order to- restrlct the scope of the preferences granted
-.to0 the most competltlve déeveloping, country or countries'’
~and to keep a major. proportlon for the least competitiwve,

preferentlal imports from a single developln country for

. a’'given product should not as a general ‘rTule exceed 50 -
- per. cent of the- celllno set for the product in questlon.

- "The annual celllngs would normally be worked out T
_according to the following formula: c.i.f, value of -imports

from the beneficiary country (basic amount) plus 5 per cent .
of the value of c.i.f. imports from other countries (add1~
tional amount). , . L

CPA/CP/198/3éf: "
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.. 'As regards- processed agricultural products the Com-
munity would vrant tariff. preferences on some of them (shown
in & llmltatlve list annexed to the communwcatlon) and in-
volving mainly products concerning the Hember States. Some
of these products are also.of importance to the. Associated
States (pyrethrum, saps and ertracts, tapioca, roasted nuts
and fruits without alcohol and with added sugar). However in
the cage, of most of the major products exporfed by the AAMS
. (manioc flour, products processed from pineapple, coffee ’
and . gocoa, spices) the Communwtv hss not considered dny oon-‘
ces51on. : -

. "As resards the safeguard mechanism, this i§ the direct:
result - in the case of the industrial products - of the sys-
tem of predetermined import ceilings chosen by the_ Community.
In the case of processed agricultural products, on -the other
hand, a special safeguard mechanism will come into operation.

. The purpose of the ceilings system is to protect the indus-~
tries of the .llember States and the AASM against exé¢essive
competition from developlng third countries. These ceilings ‘
will not apply to exports to the EEC by the AASM who will still
be completely exempt from customs duties without any quant1~
tatlve restrlctlon.

30.~ The AASW broadlv supported the system. proposed hy the
Communlty although it did not meet thelr request to exclude 3
such sensitive agrlcultural products as manioc taploca,
although it did so-for 4 similar produst of interest to the

Member States, iz produots processed from potato stqrch

On the other hand the Community supported the AASM at .

) UWC”AD when 1t de01ded to include in the system of renera— ,
lized preferences a general provision - covering both.lndusJ
trial and agricultural5products‘7 to -the effect thzt the
developed countries would redress any unfavourable situation.
caused by the 1ntroductlon of this system in any of" the de¥-~
eloping countries at present en]oylnf preferences in’ .some, f
developed countries. The interests’ of the AAS could thus ,
be taken into account if ‘sensitive products like teploca and
canned@ products processed from fruit and ve*etables, hldes,‘
skins and Ieather, were tnreatened following the 1utroduct10n
of the system.

CPA/CP/198/8éf.
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This provision did not meet with any objection from
~ the developlng countries as a whole because it went back to
a proposal adopted by the 'Group of 77' both when the Algiers
Charter was being drawn up and at the New Delhi Conference.
But at the last meeting of the Special Committee on Prefer-
. ences in Geneva the United States stated it could not accept
this clause; the Special Committee was thus obliged to drop
it. The spokesman for the European Communities stated that
the text on Special preferences did not quite measure up to
the wishes expressed by the 'Group of 77°' and that the Com~
munlty reserved the right to take any necessary measures,
within the framework of its offer, to offset any adverse con-
‘sequences the application of the general system of prefer-
enceﬂ might have for the countries assoclated with the Com—
munlty. ‘
Similarlj, the Community agfeed to continuous consul-
tatlone between the 24 Associates (in accordance with the .
prov131ons of Protocol No. 5) throuﬁhoat all the negotiations.

31. Regardless of the Community's offer and in view of the
impossibility of winni'cr7 over all the industrialized States
to a uniform offer, the trend is now towards the infroduc-
tlon of different systems of preferences (EEC, United King-
dom, United States, Japan, Nordic countries).

.
.

»
7.

It is 1mportant for the AASW to know what Ppractical
advantages they will gain from generalized preferences when
the markets of the major industrialized States, apart from
the EEC, are openedlup to their processed products. It is
rarticularly impon%ant for them to be able to see whether
these prospects of new markets will offset the competition
they will meet with-on Community markets from thé processed
products exported by the developing countries that are more
advanced economically and whose products are therefore more
competitive’ than their own.

CPA/CP/198/déF.
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A recent study of the draft system oI generallzed

preferences (1) made by the Eeconomic Comm1331on for Afriecs -
w1th the help of GATT and U?CT!D staff - on the ba51s of* the
varlous ‘offers made bv the OEGD couatrles, shows that the
1east advanced of the developlne countries Wlll get llttle
or nothlnn from the eyetem of *enerallzed preferences whetre-
fas the moet prosperoue and the most’ adVanced among them will
ﬂaln appreclable benefits. ‘The stuﬁy hlqh111Mts how llttle
thls systenm w1ll help the devclopment of the - ufrloan coun—

trles.

The concluslons of the ﬁconomlc Comm*5s1on for

Afrlca are as. fo1lows'

@

(6

The total extra recelpte that all the African countrles
concerned can expect from wenerallzed preferences would
only amount to #14.5m per armum, ' If in addition’ the

Unlted ‘States. sticks to 1ts original de0151on not: to

offer generallzed preferences to. oountrles that are

'partles to preferential agreements - i.e. those eseo~
'01ated with the bDC or whlch are members of the Common-

wealth - then %370 OOO must be deducted from this flg-
ure.‘ Slnce one also has to deduct the value of special.
preferences relatlng to products 1ncluded in the system

:of oenerallzed preferencee (estlmated to bé worth $2.5m -

for the three North" Africam countrles 353001ated w1th

' the EEC and spproximately 90,000 for East’ ufrlca) the

total amount of extra receipts;or all bhe/ﬂountrfes

'concerned would actuallv come t0 %10 5m per annum,

Seven Afrlcan countrlee would stend to galn nothlnb
5 at a11-

(e) -

WOre than half of the developing countries in hfrlca,

comprlslng a. duarter -0f" the population, awould .each -
receive lese ‘than %10,000: these are- thezpoerest '

(1)

'Le projet de systemee de préférences généralcs et les
pays africains® United Nations - Economic and Social

* Council, 5th Joint “leeting of the Economic Comm1551on
for Afrlca, M 70~l532 ‘August 1970. :

‘ cm/cp/lga /d &5,
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countries which togzether account for only 18 per
cent of the total gross natiomal product of the
region;

In.moﬁetary terms it follows that the 23 countries,

 where the GIIP is around $88 ver inhabitant, would

(e)

32A.
about

(a)‘

(b)

get 0,04 US cents per inhabitant per annum;

Only four African countries would each get more
than a million dollars per arnum, which is equiva~
lent to 15 US cents per inhabitant.

The conclusions of the Economic Commission for Africa -
the AASM are particularly disturbing:

‘None of the JASYM would get more than half a million

dollars and approximately two-thirds would get less
than $10,000. The AASH could in fact only expect
to benefit to the extent of $1.1lm a year, those of
the Commonwealth #6.2m and the other African coun-
tries $7.2m;

Summing up, the ECA concludes that to make a complete
economic assessment of the system one has to téke'into
account the reactions of competing exporters. The
exporting industrialized States might cut their prices
if they feared losing any conside}able part of the mar-
ket. Consequently the fain in terms of price could be
less than the preferential margin. '

There could also be a chanze in the competitive posi-
tion of the exporting developing countries already
enjoying preferences, i.e. those associated with the .
EEC and those in the Commonwealth. Their preferen-
tial situation would come to an end when the general
system of preferences came into operatibn. If these
factors are borne in mind when the assessment is made
it could turn the calculated negligible or nil benefit
in terms of the receipts of these countries into a

CPA/CP/198/34F.
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net logs:' The markets they have already gained through
speclal prefefences are llable t0 be threatenéd and
,thelr eypected but not yet *uaranteed 1ocess to new
markets could be challenved or even blocked as'a result
of keener competltlon from other developlnw countries’

(sec. 43)

33 Lastly, the‘Economic Commission'for Africa'considers
that the alm of Resolution No., 21 (II) at. the- second 33591on
of UNCTAT (on acceleratlne the development of the. developln*
countrles, espe01ally the least advanced .anong them) could
only be achleved if other measures were taken in addition to.
the system of Fenerallzed preferences -, that 1s, .80_as 1o o
take into account the special probleme of the least advanced ‘
'countrles, on the grounds that -at the present stage in the.
dlscussions of generalized preferences it would be hard to
imagine a more: unfa;r way of dlstrlbutlnv aid amohg the
‘developlng countries.

,34} After this ECA study came the conclus1ons of the UNCTAD -
Special Committee on Preferences-of . ll October 1970. ‘These
.show.thet: .

1. In cOntrast to what was orlglnalTy env1saged 1n New “ :
Delhi 1t ‘has not been n0831ble to establish a, 51ngle contrac-

fual charter freely necotlated between the developed and the
developlng countrles, 1nstead dlfferent systems of concess1ons
granted by each of theé donior countrles at their own dlscretlon

are to be 1ntroduced' '

B

2. The exceptlons hedglng the . offere of the develoned coun-
'trles show that the system. brlnﬁs practically no beneflt to
the 1east advanced countrles becauso it will be a long' time .
‘before they export heavy equlpment and Other capltal aoods.

It is therefore hard to. understand why the United States and
Japan, for. exemple, should have excluded from. thelr offers
products. the AASH . could export such ag footwear, certeln tex—
tlles and 011 products; '

CPA/cp/ies/déf.
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Ze The AAS'T would have no vuaranteed access to the markets‘
of the United States and Japan, for cxample, because the UsA
and some other countries have linked this problem with that
of the abolition of reverse preferenees. The conclusion of
the Special Committee is that consultations should be held
as soon as ypossible between the parties directly concerned
so as to work out arranaemente before the introduction of the
system of generellzed preferences. In this connexienthe AASH
would have to negotiate bllaterally with the United States,
Austria, Japan and Sw1tzerland all of whose offers are sub-
ject to the abolition of reverse preferences, about the con-
ditions governing such abolltlon (1)

4, The vast number of safeguard mechanisms embodled in the
various offers and the fact that each dorior country has de01ded
to stick to its own definition of the term products orlg na-
ting in ...' leads one to expect serious practical dlfflcultles
when it comes to the application of the measures enacted.

5.  One of the eﬁqrtcomings in the arrangements made is the |
failure to draw up a single list of the countries to emjoy
these preferences. Each developed country has in fact feserved
the right itself to specify the countries that will benefit
from this system. Thus the four developed countries whose
‘offers are made subject to the abolition of reverse prefer-
ences could exclude the AASIT if the proposed consultations

were not successfully concluded in the near future.

Similarly it was not only the members of the 'Group of
77' that claimed the right to generalized preferences; other
countries such 2s Rumania, Bulgaria, China, Cuba, Turkey,

(1) As a result of the position adopted by the United States
‘and other donor countries, Jamaica and Trinidad and Tobago,
stated at the closing session of the Special Committee that
they did not envisage abollshln reverse preferences for the
time being and were not able to give their agreement to the
final conclusions of the Committee, .bearing in mind the
reservations made by some of the donor countries which

- would exclude thém from the major 'industrial markets.’

CPA/CP/198/déf.
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N
Israel, Greece, Spaln and actlns for Ponﬂ Kong, the United
' Kingdom dld so too. v
6. The specwal measures on behalf of the 1east developed o
countrles were not stlpulated by the donor countrlos as a j .
whole. Nor dld any ‘agtion ensure from the condltlon laid
down by the Afrlcan States, and then taken up by all the 77, ‘
that equlvalent benefits should be extended t0 the developlng;‘
countrles engﬁ%lnm special preferenoes in certaln 1ndustr1al— )
ized countries before they could accept the. abolltlon of the |
preferences that they formerly en;oyed for thelr manufactures.“
The only reference in the chapter on speolal measures is the
follow1ng~ "Where possible, and from case to case, the donor
countries will try and include products of export interest
to the least advanced of the developing countrles in the
senerallzed preference schemes, and grant sreater tarlff re—
ductlons,for such products.’
This clause, hedged as/it ig with all these reservations;

is hardly binding on the donor countries and in no way offers o

a guarantee to the hASM Similarly, although the conclu31ons ;
' of the Spec1a1 Commlttee on Preferences were accepted by. the
AASM, this does not bring the dlsouss1ons to an end because
certaln important condltlons for the appllcatlon of the system
Wlll st111 have to be negotiated bllaterally, thus they have
not yet been endorsed by the AASM;

T The American offer has moreoverhstill to be ratified

by “the United States Congress, and it is quite likely that

in the, present protectionist atmosphere thls will take some ,
time yet an 1s not even certain that it will be done at all. ..
Because the Communlty said that it was ready to apply the sys=-
~tem as soon as poss1ble a serious imbalance could 1mmed1ately,”;
jarlse both.in the t1m1n and in the very nature of the offers.'ﬁ
The Unlted States has 'excluded most. textlles and other products
of 1nterest to . the AASH from their ofrer, and are. preparlng

. guantitative- restr;ctlons on these products which- wrll,apply

to exports from all countries-including those of the .Community.»
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Consequently exports of these products from all the developlng
‘countries will pour into the Community, which is already hard
put to protect itself, behind its common customs tariff, against
such established competitors as Japan and Hong Kong.

Thus the 'ﬂeherousv initiative taken by the Community
reoardlng generaligzed preferences is liable to involve certaln
dangers both for the Elghteen and to the Community itself: 1f
it is not followed by equlvalent offers by other 1ndustr1allzed
States.

Practically speaking, the gystem of generaliéed'prefer—
ences proposed in Yew Delhi will ‘be of’ 11tt1e worth unless the
offers of donor countries are equivalent and come into force
51multaneously; otherwise the system will be thrown out of
balsnce and adversely affect those that are giving the most ~
in this case the Community and its Associates.

The oommunlty cannot lose slght of this aspect of the
problem at subsequent dlscuss1ons on the UNCTAD Council. The
simultaneous entry into force of the various systems appears

to be an 1nd1spensaole condition of their appllcabllltv. It

seems obvious that the Community must at least wait until the
four countries which have made conditional offers are able to
apply the system they themselves have pfoposed.

35 We quote ns an example 2 draft resolution proposed by
the Ivory Coast, on behalf of the .ifrican Group, before the
UNCTAD Council's Committee on invisible transactions and
financing at its meeting in July. This included the following
.suggestions on the nature of‘the-special measures which could

be taken in favour of the least advanced countries:

1. That measures should be taken as soon as pos31b1e to ell—
minate or reduce the tariff and non-tariff obstacles %o
trade in primary commodities the export of which is of
special interest to the least advanced of thée developing
countries; and that to achieve this -objective the studies
already made on this subject by.other international bodies
that deal with the problems of trade in primary commodities
should be taken into account;

CPA/CP/19 8/aét.



- 27 =

2. That the developed countries concerned should refrain -
in. order to allow the greatest possible increase in export
opportunities for the least advanced countries - from any
‘national agricultufal production that is unecondmic’ and
would have to be .supported by a high level of customs pro-,
tection or by sub31d1es, and that these countries should
take due account of the restrictive effects which such
support policies have on the exports of products of special
1nterest to the least developed countries;

" 5. That the developed countries should take partlcular account,
as regards the production of synthetic products or substi-
tutes, ‘of the interests of the least advanced countries -

_which produce natural products, and that they should give -
the utmost consideration to the interests of these count—
rles when it comes to marketing agricultural surpluses;

4. That favourable treatment should be granted to the least -

- advanced -couritries when apportioning production or export
guotas under any international arrangement affecting pro-
ducts of special interest to them; and that these arrange-
ments should, wherever possible, include special conditions
in favour oF the least advanced countries - for example,
a clause exemptlnp them from contrlbutlnm towards Flnan01ng

- buffer stocks '

5, That special financial assistance and appropriate technical
2id should be given to the least advanced countries to help
them with. productlon and marketing so as.to make them more
competltlve in 1nternatlonal trade in primary commodltles,

6. The Commlttee calls on the Secretary—General of UKNCTAD to
take, as a matter of priority, in cooperation with the otner
United Nations bodies and on ‘the basis.of the method.advo-

. cated in Section III of the Secretariat®’s report contained
in Doc. TD/B/C. 1/13, any measure likely to facilitate
application of the recommerdations set out above, which
would gradually lead to an increase in the exports of the
least advanced countries, to an improvement in their terms
of trade and,. above ally in their export receipts.

36. It is hardly necessary to 2dd that these African pfo-

posals were not exactly welcomed by the prosperous countries
during the discussions on UNCTAD's specialised committee. -

D. Final comments

37. -In the light of the rather disappointing picture that
emerges from the study made by the Economic Comm1881on for
Lfrica and of the conclu31ons of the 3Bpecial Committee -on

Preferences adqpted ln Geneva on 11 Octoberﬁ one cannot but
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point out that the ‘system, which is scheduled to run for ten
years, is being introduced at a2 timec when the AASH are pl%%-
ning to accelerate their industrialization and therefore néed
guaranteed privileged markets to protect their emergent indus-—
tries. Just as the AASY no longer enjoy/%%fggrguarantees or
assuyed markets. for their primary commodities and tropical
products, so too they will have to contend with the keen com-
petition of thc more advanced developing countries in marke-

ting their manufactures and semi-manufactures. .

38. One may also ask what will be left.of the Association
if - under pressure from the United States, for example -
the AASH were to g0 back on the reverse preferences that
they grant the Community and to follow the Commumity along
the path of tariff reductions.

39. Lastiy it may be asked what would happen if all the
EEC/AASM preferences were abolished because trade between
the Eighteen and the Siry has increased less over the last
decade than trade between the Community and the other develo-
ping countries. The tariff protection measures are indeed
inadequate on their own to stimulate trade; but the trade
promotion measures provided for in the new Convention, and
which are supposed to take the place of tariff concessions,
will only make themselves felt gradually - at the very best
in a few years' time, despite the efforts already made by
the Commission of the Communities.

CPi/CP/198/d 41 .
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Chap‘ter ILI - TRADE

A, -The development of trade between the partners of the
Assoelation and w1th certain thirg couhtrles_ v

4Q, ]For.thngecond year;runnlng AASM - exports to the ‘
 Community seem  to.have expanded satisfactorily: 'from %1,466m

in 1968 to. ﬁi“717m in 1969, an increase of 17 per cent (1).

In comparlson W1th 1967 - when the AASM exports fell by 1 per .
cent in value - the increase was around 30 per cent. ~‘The f
exports of Latin America to the Community also 1ncreased ‘but to
a lesser degree, ise. by 14.4 per cent. .Only the exports of
the non-associated african countries expanded more quickly -than
those of the 4LASM, i.e. by approx1mat°ly 45 per cent over the
last two years.. :

This means that the AASM-benefited from the general ex-
pansion in world trade in 1968 and 1969 in common with most of
$he other developing countries. This favourable trend in the
trade of the developing countries was due to the expansion of
1ndustr1al productlon in the ma;or'States in 1968 and 1969, ’
particularly the EEC and Japan where the blggest 1ncreases ‘

-occurred. The economic overheatlng in most. of the lndustrlai-

ized. countries and the speculat1Ve nature of 1nternatlonal
currency fluctuatlons helped to stlmulate demand for prlmary
commodities and“led to a more favourable ‘$rend ‘in the prlces ‘

" of many prlmary products (see secs, 60" to 65)

1

The upward trend contlnued during the flrst elght months
of 1970 although to a lesser degree (1). It should be
remembered that in 1969 44 SM exports to the EEC developed
particularly well. '

[

(1) In the first elght months of 1970, AASM exports amounted
to 31, 289m as compared with -31,12%n for the corresponding
perlod in 1969, an increcase of 14 per cent (or 33 per cent
by comparison with 1968)

1
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41, Tt would also appear -that the dlver31f1cat10n of AASM
cconomies has enabled them to offer new products to add to
their established exports, This is particularly true of
rapidly expanding countries like the Ivory Coast and Cameroon,
There has also been an incres ysing dlver31flcatlon of markets,
both in the Member States and in third countries.

An analysis of AaSM exports to the Community shows that
those to. the Belgium-Luxembourg Economic Union increased the
most sharply (+ 28 per ‘cent) by comparison With.l968; exports
to Italy and the Netherlands also increased apprp01ably
(+ 24 per cent); exports to Germany by 14 per cent. On the
other hand exports to France, still the highest in absolute
value, rose at a much lower rate (+ 9 per cent).

" This trend towards a better spread of - swaSM exports .to. .. -
the EEC continued during the first eight months of 1970.
During this period France's share in the total cxports
smounted to only 37 per cent (53 per cent in 1964, 39 per cent
in 1969) whereas the relative share of the othcr countries
(partlcularly Belgium and Italy) has steadlly increased.

(% million)

EXPORTS OF THE AASM TO THE FEC

% variation' |

1966] 1967| 1968| 1969 | 8 months | 69/70 | & months,

1970 1970 )
E ' { 8 months
'{ ‘ : 19569
Germany .| 170 179| 218| 248 | 185.2 ¢ 14 1+ 13
France 6001 610( 614] 667 { 479.1 + 9 + 7
Belgium/ ' ' :
‘Tuxembourg 341 287 374 479 358.0 + 28 + 19
Italy ' 153} 164 162 200 171.0 +.24 .+ 31
Netherlands 54, 61 98} 121 95.9 + 24 + 13
1 EEC - 1,319]1,304 1,467-1y717~fl289;27-“~n+w17 + 14

L
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142. The breakdown by country shows that trade in general
developed satlsfactorlly for all the AASM, even though the
situation varied appre01ably from one to another

'Most of .the AASM increased thelr exports in proportions
varying from 7 per cent (Madagascar) %o 50 per cent (Mall
follow1ag the resumption of trade with France with the 31gn1ng
of the new. Franco-Mali monetary agreements inm 1967). .The

1ncrease was partlcularly sharp in the cease of Dahomey ’
C(+ 35 per cent),. the Democratic Republic of/Congo (+ 23 per
‘cent), Gabon (+ 20 per: cent), Upper Volta (+ 22 per cent) and
; Togo (+ 33 per cent)., ‘ ‘ : ’

43, Exports of each of the aASM to the EEC.
‘ s thousand
. - | % variation
Origin . 1969 ' |% variation| 8 months | O ?g%ghs
' ' ‘ on 1968 1970
: ' - .. | 8 months
1969
Burundi ‘ 3,353 + 10 2 ,658 + 24
Cameroon '177 090| + 21 123 892 + 6
Central African . '
Republic =~ - ° “*“163435 .+.18 ‘*w'f*“l6g426~ T+ 64
Republic of the U o ’
Congo | 47,640 + 12 29,081 - 11 |
Democratic - e O ARMEICEERY R ‘ AR
Republic of ‘
the Congo 633,169 + 23 504,990 + 27
Ivory Coast 371,504 + 16 . 258, T847 + 7
Dahomey 18 995 + 35 ‘ 17 566 + 41
Gabon 100, ,501 + 20 -T2, 1617 + 12
Upper Volta 4 843 o+ 22 4,331 + 35
-| -Madagascar . 53 1848 |. + 7 40,938 . .14
" Mali -5, 7108 + 50 .5 lOO . + 85
Meuritania 61, ,005 + 18 A4 OOl -~ 5
Niger 1 32, 072 + 12 23 215 + 2
Rwanda 4, 167 + 13 2. 946 + 13
‘Senegal 97 066 - 9 78 943 + 4
Somali = 16,105| + 5 | 11,752 + 15
Chad - 1 . 19,396 - 15 12,089 - 4
Togo - - -~ -} - 54,902 +' 33 - 39,775 - ¢ + 2
- Total--&uSM - - 1,717,189 + 17 - 11,289,167. ~+ 13
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44, On the other hand some States experiehced'seriéus
difficulties which led to a fall in their exports: Chad

(- 13 per cent) following the fall in cottoﬁ‘pfices, Senegal
(-9 per cent) following three bad groundnut crops in
succession (1). '

The development of aASM exports to the Community dufiﬁg
the first eight months of 1970 brings out appreciable differen-
ces from one;country to. another. The exports of three States
decreased by comparison with the same period in 1969 (Republic
of the Congo, -11 per cent; Mauritania, -5 per cent; Chad,

-4 per cent). Other countries managed to increase their
exports considefably (Mali, +85 per cent; Central african
Republic, +64 per cent; Dahomey, .+41 per cent; Upper Volta,:
+35 per cent; Democratic Republic of the Congo, +27 per centj
Burundi, +24 per cent). The appreciable fecovery in the ftrade
of some countries which have been experiencing,é relatively
slow growth is.enoduraginga

As regards, the nature of anSN exports it is worth noting
that these still consist to. a large extent of primary comﬂodie
ties (81 per cent) Wherefthey are still dependent. on world
prices for these products.

45, AASM imports from ﬁhe Community showed a sizeable
increase in value (1820m-in 1964, $1,019m in 1968 and +1,1lém in .
1969).

Since 1964 Italy, Germany and the Netherlands have become
larger suppliers.of the associated States. The Netherlands
have almost tripled their sales to the aaSM (533m in 1964,
591.4m in 1969); Italy has more than doubled its sales
(540m in 1964, 38Tm. in 1969 (2); France, however, increased

(1) Groundnut exports amounted to only 95,903 tons in 1969
(4,044m Frs CFi) as compared with 243,000 tons (8,216m Frs
CFA) in 19673 .exports of crude and refined oils: 116,134
tons (9,160m Frs CFa) as compared with 198,000 tons
(13,288m Frs CFa); oil-cakes: 188,549 tons (3,868m Frs
CFA} as compared with 248,742 tons (5,400m Frs CF4).

(2) According to figures given in the addendum to the General
Report (p. 6) Italy's exports to the AASM increased even
more sharply in 1968 (393.5m).
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its exports by only 13.7 per cent over the same period, even
though these still amount to about b3 per cent-of total EEC
exports to the AASM& ’ '

During the first eight months of 1970 Member States!
exports to the LASM increased at roughly the pame rate (by
11 per cent) as COmpared with the first elght monthg 'of 1969
France remalnlng the main exporting. country (60 per cent)
The Netherlands Whlch.made the most progress in 1969, fell
back to the level of the correspondlng period in 1968.

} million

X - o . : [
EXPORTS OF THE MEMBER SEATES‘TO'THE AASM -
‘ ‘ 1 L % variation _
1966 | 1967 | 1968| 1969 | 8 monf‘s 69/701 8 months
' , 1970 . 1970
’ 8 months
1969
Germany - 84 | 93| 119| 149 105.4 + 26| +11
France | 569 | 627 | 649({ 664 | 496.4) + 2{ + 10
Belgium/ ’ ' ' !
Luxembourg 93 82 4+ '104| 125 100,1' + 20} +24
Ttaly . 59 T2 80 871 T7.3 + 81 4+ 34 -
Netherlands'| 39 50| 66 91 43.2 + 38 ~ 29
EEc . | 846 | 926 [,019|1,116 ] 822.4) | +11] +11
This trend towards greater diveréificatlon of trade between
the AASM and each of the gix Member States,ls very gratlfylng |
and shows that the ASSOClatIOH is profitable to all partners,

including the Member States which are to some extent getting
a 'fair return' on their contributions to thc -EDF.,

CPA/CP/198/déf.


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


iExports of the

A
34 -

¥

The decrease in pqrchéses from the Communit&‘byﬂsomé“

. Associatedetatas is to some extent due to a’ general decrease:

~in théir imports aimed - -at improving their overull balahoce of

trade.

as compared with the prev1ous year.

47,

- In the case of Burundl the 25 Pper cent decrease, in.
; 1969 is due to thc fact that 1ts 1mports from the Communlty in .,
1968 1ncreased at the exceptlonally high rate of 42 per cent‘.,

The Comnunity's share in ALSM pﬁrchases was . however'only

62.3 per cent of their total 1mports in 1968, as compared w1th

70 5 per cent in 1962

t

This means that the AASM have

\

CAP/CP/198/def

46. EEC .bo .the AASM
.5 thousang .
. % variation
. ‘ : 8 months,
Destination 1969 ~ % variation | 8 months 1970
- . : on 1968 197O~r4 8 months .
' 1969 .-
Burundi 7,333 - 25 4,760 - 4
Cameroon = . - 130,767 -+ 15 100,665 + 15
Central African ¥ ‘ , S
Republic 22,833 + 6 18,479 + 21
Republic of the S ‘ : -
| Congo ' - 55,716 - 11 39,071 - 1
Democratic o o
Republic of | ' :
the Congo 4‘214 618 - 31 165,373 + 20
Ivory S : . .
| Coast .210 603 + 4 157,954 + 14
Dahomey 32,286 + 22 . 24 849 + 21
Gabon - 54, ,050 + 28 40, ,889 + 13
Upper Volta . 21505 + 7 14,154 e
Madagascar 105, 502, - 8 | 74,195 ' o |
(Mali | 14, 834*‘ - 4 13, 870 T+ 62
Mauritania , 20 ,929 - 9 15, 686p +. 7. }
Niger 24 842A o+ 4 22 694f‘ + 34
Rwanda’ . 5y 312 - 9 ¢ 523 | +°32
{Senegal 132 698 + 16 80, ,150 . L -1
Somali 19, 1542 - 1 11,426 '} - 1
Chad AT, 472 | + 7 14 763 + 43
Togo ‘25, 9711 -+ 16 18 905 + 14
Total AASM 1,116,913 + 11 822 ,416 .} o +11 .

t
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diversified their imports somewhat too.

Contrary to what is stated in the cddendum to the Sixth
General Report (p. 7), the share of the other industrialized
States“aé'suppiiéfS‘df “the AASM (United Kingdom, USA, Japan)
has not remained stable in recent years. The figures given
~in Table IV of that addendum show that the share of these
three countries in AaSM purcheases increased from 10 perlcent
in 1960 to 13.5 per cent in 1968. ‘

. 48.  The United States more then doubled their sales to the
issociated States between 1960 (i55m) and 1968 (4131.8). ‘
AS a comparlson 4iSM imports from the United States roughly
equal in value those from the Federal Republic of Germany.
Taking 1961 as the base year (index = 100) AASM imports from
the United States rose to 209 in 1968 whereas those from the
Community only went up to 151, with a total value of %1.080m.
Japanese exports alsd rose sharply fronm. 1ndcx 100 in 1961 to
401 in 1968 representing a value of %41.1lm. Slmllarly the
share of the other developlng countrles 1n AASM: imports has
increased; this would appear to. indicate that 1nter—ufr1can
trade is expanding  and that there is now greatur economic
solldarlty both between the Ass001ates and between- the AASM
and their nelghbuurs. ‘

49. " These differ&nt trends Emerging from the external trade
figures of the aaSM are.a. fairly . conv1n01ng reply $o -the

criticism that the- ASSOClathH is a neo—colonlallst enterprlse._"

Far from belng self—sufflclent there is no doubt that the
Association is contributing to the expansion of trade not only
internally but also between each of the Associatés and
industrialized and developing third countries;t

ag to the way the «ASM balance 0f trade with the
Connunity is devgloplng, this is not only active But has
continued to improve, with a real rate of cover of imports by
exports of 135 in 1968 as compared with only 113 in 1962,
For 1968, this corresponds to exports of 31,33Mm against
$1,080m of imports from the Community.
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. B. Tbe“market for the main primary commodities of the AASM‘“
inll968/69

¥

50. On'thenwhole the rate of expansion of aASM expofts to the
EEG -from 1968 to 1969 eppears to have been satisfactory (1).
But one is obv1oule dealing with an average which does not
bring out the wide differences From country to country and

from product to product. ‘

48 shown by the following brief analy31s of the main pro-
ducts (see also Table 3), mlnlng products, especiaelly copper,
are the biggest factor in this increase, whereas some of the
major agricultural products (coffee bananas, oleaglnous
products)stayed more or less at the same level or even fell -
'sllghtly below 1t‘ Only cocoa and cotton showed a substantlal

increase. ' S ; '

Coffeée

5L. 268N coffee exports to the EEC decreased by 4 per cent
from 1968 to 1969, falling from 225,406 to 216 ,965 tons, "
" Their value in 1969 (al63.7m) was 3 per cent less than in 1968.
The main cause seems - to be that France ourchased less.A

after a sharp fall in the first six months of.1969, prlces
rose when frosts hit Parana in Brazili ‘then they positively
eoared foliowing the ravages of leaf disease in Bragil., Cn
the New.York market .the price. of robusta which was stlll
30.40 cts/ib in July 1969, went up to 43.07.cts/1b in April:
1970 to level off at around 42 to 43 cts/lb in September 1970.
Following these inCreases the iﬁternational Coffee Agreement.
quotas and prices were revised in august 1970 -{robustas +7
cts/lb) As é comparison the purchasing price of coffece
from the Ivory Coast for the 1970—71 mwrketlng year was
105 Frs CF4 per kilo as compared W1th.95 Frs CFa in 1969 70.‘

(1) Ifywould be premature to extend the analysis to the first
_ months of 1970 because the data “for 1nd1v1dual products
- are not yet 51gn1flcant. o

. CPa/CP/198/34F.



- 37 -
Cocog
52. wAASM‘salcs of cocoa in the EEC increascd by 9 pér eent -
from 168,630 tons in 1968 to 182, 981 tons ‘in 1969. 1In value ’
this’ increase was purtlcularly lmprcSSlVL (+49 per cent) in’
view of ‘the strong demand for cocoz on ‘the world market
(from s114.3m to %170. 6m) The, m@rk;t which was vary
buoyant, at times even chuotlc in 1969, slowed down sllghtly
in, 1970 bccausc of uncertalnty about the production figurecs
for the next ma;kctlng year. - : « ‘

Bananas

53  AaSM banana exports to the Mbmber States fell back
slightly in 1969 (from 254 348 tons in 1968 to 245,896 tons in
1969, or -3 per cent) .The fall was even grkater in value
(-5 pef bent)’ from 348.6m to ;46.0m.

In 1969, however, the market was better than mlght have
been feared at the beginning of the year: becauec, contrary to
general expectatlons a reasonable balanCc was malntalned ,
between supply and demand on the world market. The prlces of
-Tvory Coast bananas on the Frcnch markpt held fairly well
(121-134 ‘FF/kg) and reached sSome fairly hlgh "peaks in 1970
‘before'the seasonal summer fall-off,

In 1969, as in prbv1ous ypars 80 ppr cent of AnSM

bansana exportérwcnt to Francs through the organlzatlon operatlng
- under the aegis of the Comité Interprofes31onnel bananler

which reserves two-thirds of th¢ French market for the OverSuas
Departmcnts end one third for the 4aSM.  The saSM are still
experiencing great difficulties in penetratlng“thb German =
narket whlch under onb Protocol annexed to the Rome Treaty,
enjoyed a nil duty quota of 596,000 tons pxempt from the CcCT
(20 per cent), .end ‘Wwas able to cbtaln wlmost all the supplles

it needed from Latin Amerlca.
4

As in previous years, Germany asked thb Communlty to:»‘
1ncrease this tarlff quota. At thc Ass001at10n Commlttee's
consultatlons in Junp the Camcroon delegate indicated ‘that

. his country wag unable to makc any offers thls year.
R . ‘ CP4/CP/198 /aé¥f.
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The plan for redeveloping the banana industry is being implemen-
ted and Cameroson thinks that it will be unable to offer any
quantities before a year or two. The offers submitted to -
Germany by the Ivory Coast in"previqus,years never came to any-
thing commercially, and it has hgﬁ‘fo look fur markets elsewhere,
in partiéuiar in the United Kingdom, 48 a result it cannot
make any new offers to Germany this year, Lastly, in Madagascar
the crops suffered from bad weather. '

The AaSM broadly stressed the cifficultics of markpting"
african bananas-in Germany although they were not in a pr51tlon
to meet the conditions laid down by that country. .

On the European side'éffofts are still being made to sclve
this problem, notably within the framework of a Community re-
gulation now in pfeparation.

Oleagihous products

54, The Communlty's 1mports of shelled grouncnuts from the
4sSM fell 1pprec1ably in 1969 as a result of a drup in produc—.
tion in Senegal (frem 362 483 to 250,604 tons - or 31 per cent)
For the third year runnlng crought uauseﬂ SbfluUS clfflcultles4
in Scnegal and the most recent crop in some areas like Thies w111
be no better than 40 per cent of that of 1969- 7O which was 1t—
self lower than the normal crcp and amounted to only 750, 00Q.".
tons. On the other hané the price situation was such that thev
fall in value could be kept down to 16 per cent ( 356,956, OOO to
34T, 057 000). 4s regarus gruanﬁnut 5il the f%ll-uff in
tonnages was not.so blg (frym 160,839 tc 118 253 tons) and’ thaf
in prlces was still smaller (from 341, Im e 937 T, or 8 per
cent). The prlces of edible oils werc cistlnctly hlgher in
1968 than 1n 1969 and the narket was firm 1n 1970

' In the sector of concretes the sales of AASM pﬁlm kernel
0ils in the EEC were roughly the same in 1969 as in 1968
(61,422 tons in 1969 as against 62,025 tuns in 1968) but in .
)%alue there was & sharp fall (from j11.6m to $8.9m)« The sane
trené gccurred regarding sales of palm o0il (from 151,999 to
147,142 tons) where there was an even sharper fall in’value
(from ;29 t¢ 325.5m). Exports of palm kernel 0il increased in
volume (from 30,797 tc¢ 31,292 tons) but fell back in value

(from 310.4n to 38.7m). )
' CPus/CP/198/CéF.
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AB regards the market for pald kernel 0oil, there was a -
distinct fall 'in prlces in 1969 after the sharp: increase in
1968, and they only recovered towards the end of the year. and- ,

.in the first few months of 1970. Paln c¢il and: palm kernel- ;
‘01l followed the sanme péttern although prices were, firmer -
towards the cnd of 19704

| Cotton

55..7 AASM cotton exports to the EEC increascd by . 10 per centt
in 1969 from 88, 397 to 97 464 tons, the 1ncroase/%alue belng
from 352. 9m in 1968 to ?56. 4m in 1969

The market was rather slow during the flrst half of 1969_
although.prlces ‘picked up well in lutcr months? thls
recovery was nmaintained throughout 1970. The most recent
estimates of a-smaller anerican crcp promise flrmﬂprices.n;:“~

Although the cotton crops were good in . certain cuuntrleS'
like Camercon - because of the ebundant rainfall, the’ o
1ncreaqed usc of fertlllsbrb and greater technical ass1stance ' ﬁ
bad Weather led to pediocre harvests in 1969 in other -
countrles suchAas the Democratic Republic of the Congo's

CRUDE ORES

Iron ore

56, Tn 1969 4ASM exports (from Mauritania) increased from
4,796,000 tons (1968) to 5, 681 000 tons (+18 per cent). -
But the 1ncreasc i value was only 13 per cent (from 349 5o -
to %55.8m) follow1ng the & per cont fall in . price of iron ore
decided upon by Swedish and Venczuelan producers. -

Maur1+an1an pruducers havb 6901dbd to ralse their prlces
by 8 per cent for 1970. o B ,

-/

Manganese Ore l : !

57 LASM exports increasecd from 511 896 tons in 1968 to
648,407 tons in 1969 (+27 per cent) and in value from 515.1m 1
to $15.6n (+3 per cent). The nmarket is rather difficult to 3

0PA/CP/198 /a6t
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follow because = the prfhes of the varicus ores differ with

their manganese content.

1969 prices fell as a whole as a result bf the abundance
of manganese deposits throughout the world but cres with a
high manganese content mined at Moanda (Gabon) should not be
at all difficult to sell.
Tin ore : o

58.  AASM tin ore oxports tu the EEC in 1969 fell by one
thousand tons (from 8,249 to 7,287 tons). The fall in value
was, however, small (frqd,$l7.5m to 317.2n) and was due to

a tin shprtage experienced during the yéar which sent up prices
from £1,366 per ton in January 1969 tc-£l.616 in the following

" Decenmber, - f \ o

1

Cupper

59.  a4SM copper .exports (Democratic Republic of the Congo)
increased from 300,198 to 325,556 tons (+8 per cent).‘ In

- terms of value the trend was even better, with a rise of 32

. per cent (from %343m to.)452 O ) ‘ |

The firm demand .and the dlfflcultlcs supply had in keeplng
up with it led to a boon which brought up rlectrolytlc copper
prices from £510 per ton (London market) in January 1969 to
£700 per ton in'December, " In April 1970 prices were still
fairly high (£660 per ton) but subsequently foll.

7Zinc ores:

. 60, AaSM zinc exports went up from 72,577 tons in 1968 to
76,049 *tons in 1969 (frum 53.8m to 54.1m).

Thc prlce whlch hod becn stable for several years
rose from £112 per ton (Lendon price) in January to £130 per
ton in December. The rise stupped 1n 1970 and prlCuS fell
back to  £120 per ton in May 1970

Calcgium ‘phosgsphates

61. ‘Exports of phosphates (Senegal and Togo) incfeased from. ..
1.6n tons in 1968 to 1.8m tons in 1969: . their value followed
closely (from 3$26.1m to 28.9m). . =

: 'CP4/CP/198/4éf.
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+ Prices were fairly stable during 1969 . Thu wholesale

prloe on the French market has fallen by onc céntine since
January 1970 (new price Frs. 104.2 per ton)

62, To. sum up, the v“lue of .ASM exports ﬂf ores increased ‘
in 1969 in the case of, such products as copper, phosphates and
zinc ore because of the rise in world prlCLS, whercas exports
of iron ore, manganese ore and tin ore showed a sllght fall

in Value. The AASM producers who benefited from this trend
were!

~ the Democratic Republlc of the Congo.‘ éoppcr, tiﬁ and 2fnd;
Ivory Coast and Gabon: manganesb orp,“

1

Maurltanla' iron orej

7‘ngnda'_ tin ores

Senegal and Togo: phosphates.

63. The falrly good expurt perfornance of the developlnﬂ
countrlcs as a whole and of most of the 4nSM in 1968 and 1969
(and probably in 1970 too) has not stopped the deterloratlon
in their terms of trade.

' Accordlng to a study- on 1nternat10nal trade prbsented at
the Nlnth SbSSlOn of  the UNCTAD Council (1), the terms uf trade
“ of the developlng countrlcs 1mprode sllghtly in 1968 asg
‘compared with 1967 but were still 7 pcr cent lower than in 1960
The adverse variations in the terms f trade in the developlng
“icountrlbs acted as a pOWerful brake on the growth of the
| puroha51ng power cf thblr exports. In the case oF most of ..
"these countries thls growth was on average less than-2 'per cent
between 1960 and 1966 and negative (-4 per cent) in 1967.

In 1968 it practically returned to thc 2 per cent level,

It 1s estlmatea that the average annual 1oss suffsrvg by the
‘developlng countrles bbtween 1965 and 1968 because of the
variation of thelr terms of trade with. thc develcped countrles
anounted to )l 300m or one fifth of the public funds received
fronm the acveluped cJuntrlcs and multllatcral organ;zat10ns.~~~

‘(l) See UNCT4D Doc,, Ninth Session, GE 69/17.288
CPA/CP/198/déf.


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


- 42 -

although they made modest gains from their exports during the
three years under review, the.develqping countries experienced.
increasingly serious losses on their imports because inport
priceS'inéreased nore sharply than their export prices. These
losses weré particularly high in 1967 when the prices of their
inports were approximately 8 per cent higher than the average
for 1960'to 1964, 4 comparison of the currency receipts of
the developing countries in 1967 and 1968 brings out three
significant changes: - '

(a) A sharp increase in revenue from exports of primarY’
commodities (including exports-of‘oil which account for a
large part of this revenue); '

(b) The fall in the amount of public funds;-

(c) The appreciable increase in dutside private investment
(which has incresased the indebtedness of recipient
countries). S

It is pointed out in the same‘paper that if one disregards
oil-exporting countries, the net financial support and reserves
were inadequate in the case of szt of the developing countries
to bridge the widec gap between the'rate of gfowth of their
exports and that of their imports. 4

64. . This is abundant Justification for the concern expressed
by UNCT4D, the International Monetary Fund and the World Bank
as to .the need to formulate & genuine policy for primary

A

conmodities.

C. Stabilization of primary commodity prices

65. The'problem of ‘regularizing prinary conmodity prices
at'a lével that is stable and profitable for producers
continues tu be a point of concern for the »ASM as indeed

for all the developing Qountries. UNCTaD is actively dealing
with the problem; its specializéd_éommittee on prinmary
conmodities is éngaged in laborious studieé>in Geneva althéugh
it is making no progress towards solutions because it is
unable to obtain the agreement of the industrialized'stétés;.

CP4/CP/198 /3é4f.
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' This serious .problem was "howeuer, the subject of important'
resolutlonsapassed in New Delhi. . o ‘ o

‘ People are alWays talklng about Resolutlon I1/21 passed in
New Delhi on generalized preferences but the five other resclu-
,tlons on prlmary oommodltles whlch Were also unanlmously
adopted by the 132 partlclpants, seen’ to have been forgotten
by the respon51ble governnent authorltles in the, prosperous
.countries. These reSulutlons were as follows.

Resolutlon 16 (IT): P Internatlonal actlon on prlmary commodltles

/

Resolutlon 17 (I1): .General egreement on agroencnts relatlng
to pr1mar3 commodltles

‘Resolution 18 (II):» Coordination by UNCTAD sf the act1v1t1es
o o . of inter-governnental bodles dealing with
! - : primary commcdities

:

Resolution 19 (II): ' Studies undertaken by 1nternat10nal
' ‘ financial institutions on -the ‘stebilization
, ‘ ‘ of primary commodity prices

- Resolution 20 (II):  Minimum guaranteed agricultural incone.

(The full text of Resolutions 19 and 20 is given in
" Ammex I) |

66. As regards content thesc resclutions approximate very
closely . to the recommendations of the Joint Committee and ,‘
‘Parliamentary Conference of the asscciation in the report
submltted on 1ts ‘behalf by Mr. nrmengaud (1), at the time re-
garded as a revolutlunary ur - nore exactly - a pioneer effort.
Following on fron his suggestlons the Cunm1s31on .of the.

- Comnmunities deserves praise for, PerOSng, 1n 1ts exoellent
nerorandun of 1968 on the renewal of the Yacundé Conventlon,-
clear-cut and reasonable solutlons whlch werc dlscusseo at
length at the Yaounde IT negotlatldns and which the Govern—
ments of the Member States unfurtunately did not think fit to
adopt. '

,(1) Official documents of’the UNCTAD Council, FEighth Sess1on
Supplement No. 3.
_ CPs/CP/198/aéf.
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f

It is,bto-say the leasﬁ, rather extracrdinary that there
is no longer any discussion on fhe Council and Committee of the
Assceiation about stabilizing primary commodity prices because
of the negative attitude adopted to this problen by‘certain
Menber States, cven though it is beconlng more and more:of a
burning 1ssue than ever in UNCTAD.

67. Indeed the Commlttce on Prlmary Cunmodntles approved
several texts at 1ts fourth session held in Geneva from 19 to
31 May 1969, one of which concerned the elements of a policy
cn primary commodities (1). Thé.fpllowing points from this
docunent are worth noting:

TI. Sbope of a policy on primary commodities

a concerted international policy in the field of primary
products was defined in Recommendation A.II.1 adopted by the
United Nations Conference on Trade and Development First

Session, on international agreements on primary commodltles
the remdval of obstacles to trade and thp expansion of trade.

A concerteo policy which would take into account, inter
alia, the work done by UNCTaD and other international "bodies
concerned since the first session of the Conference, shculd
result in:

(a) Helping the international comnunity to enable the developing
countries as a whole to meet thelr essential food needs
from their. own productlon,

(b) Ensuring normal supplies of primary commodities;

(¢) Introducing a. dynanic element into the export receipts of
the developing countries by helping to eliminate short-
tern fluctuations in primary conmodity prlces by stabiliz-
ing them at a fair and profitable level and by 1ncrca81ng
and diversifying the exports of these cuuntries.

II. Means of 1mplement1ng g prlnary connodities policy

Stable, fair and profitable prices were one of the
features of any policy for regulating the market for a given
product. :

Stabilization of prices at levels profitable to :
producers and fair to consumers.could be achleved by recourse

(1) Doc. 20/1967 which déals with ways and neans of stepping

up the marketing of AASM products at stable and profitable
prices. .
CP4/CP/198/d4f.
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to a range of technlques that were now well-known and could be
used singly.or in combination and vary fron product t¢
proouct. With particular regard to products expused to con-
petitiod-from synthetics or. substitutes, stabilization of
prices, shculd be effected in conJunctlon ‘with scientific and
technical research designed to improve the competitiveness of
the natural prcduct and to find new applications 'sc¢ as o
create additional markets and promot.e aodern marketing
nethods for these products.,

‘The prices policy should be coupled with measures 1o
naintain production trends that ensure & proper balance between. -
supply and demand.

68. Similarly: the’ Intsrnatlonal Monetary Fund and the World
Bank have actively: oontlnued studying the problems of
finencing buffer stocks and drawing up programnes for the
'dlvers1flcatlon of a number of the products under threat
either from excess supply on the world market ¢r From com= °
petltlon fren: synthetlcs or. substitutes.: These studies were
‘made folloW1ng the restlution, adopted by the Council of
Governors of these two bodies at their ‘joint neeting in Rio de
Janciro in 1967 recomnendlng the development of approprlate
machinery for- stablllzing prinmary commo@itlss (1).

In v1ew of the eferts made by 1nternational bodies and
studies that are now public knowledge, the Rapporteur con-
siders it regrettable that ths Communlty, which in the past
has shown initiative and 1mag1natlon in propos1ng practlcal |
and reasonable ways of stabilizing primary commodities,within
the EEC-i4iSM ffamework, does not seem tc be interested in .
this problem at the very*tims when the Unitecd Nations bodies :
are moving towards arrangements similar to those pT0posed by -
the Communlty a few years ago. 4 |

T2, The representatlves of the Member States, who reaected
spécial solutlons for stabilizing the prices of LASM.
products at the Yaoundé II negotiations on the ground that
‘they wanted world~wide solutions that would suit all pro—
ducer developing countrles and all oonsumer 1ndustr1allzod

(1) Resolution No. 22-29 on St&blllZlné.prlmafy commodities

adopted on 29 September 1967 by the Council of Governors. .. -

of the IMF at their joint meeting with the Council of
Governors of IBRD - Sec EMF - Sumnsry. Proceedlngs Annual

. Mestlng, p. 280.
N CPn/CP/l98/déf.
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countries, have in fact joined in with the representatives of
other industrialized countries in vigorously 'discussing' the
solutions propesed within the framework of the Committee on
Primary-Commoditics. '

73. To sum up, if a1l Member States of ‘the Community had
the political will really to arrive at a policy on primary
commodities, the EIZC-iaSM Counoil‘of‘Association wculd
undoubtedly be  the right‘setting for Working out a common
position for the Twenty four which would then have a real
impact in UNCTAD. Covrdinated initiatives by-thc'Twentythur
in this field WUald make gn important ccntribution to the
policy %o be. fulluWer“ in the framework of the Second Dc-.velop-‘
ment Decade.

D. AASM dgricultural products which compete with similar

European products

7im With the new arrungements aﬁ)pted fur the tran31tlonal -
period and intended to remaln in furce for the duration of the
Secend Yaoundé Convention, the Conmunity has tried te dlspel
some of the cocncern expressed in the #ASM about the 1nport
regulatiuns likely to be agpplied to thelr agricultural pro-
ducts. It will be récalled that misuncerstandings arocse
‘between thc 18 African countries and the Six on the construc—‘
tion tq be placed ovn article 11 of the Elrst Yaounde Conven-
tion and alsc because of difficulties Wthh‘thh HASM had en-”
countered in selling certain processed dggricultural prcducts
to the Comnunity (maniac stareh and floﬁr, sugaf, rice etc.)s
these difficultiss were due to the stringent nature of the
conmon agricultural p.licy regulativns. . . .

Prutucul No. 1 to tke new Convention 1ndlcates that
the treatment accorded tu agricultural pracuctn covurec by
a nmarket organlzatlun in the Connunity shall - unless a% '
exceptional 81tuat1~n arises - be nore favourable than/general
treatment accorded tu like pruducts orlglnatlng in non—member

. CPA/CP/198/G éf.
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i

Stateé. ,'These‘speeial arrangenents would:remain‘applicablew
cuntil the'new»Convention.expires. If ehanges are made in the
comion marketing orgenization, the advantages granted by the .
Communlty shuula be equlvalent to thuse enJoyed by the 44SM

prev1ously. N '

‘ After consilting the AASM,regulations were adopted by, the.
Cemmunity on beef and veal, oleagincus products and prcduets
processed from: fruit and vegetaﬁles, tapioca, chocolate and
*manioc derivatives. - |

!

The new rcgulatlons stlpulate that the pruducts cencerned
shall be 1mportee into the Community without payrent of the
ncrmal custonms duties. This provision iSjeentained in the
regulations applicable tc beef and veal, eleaginous products
and proéﬁcxsﬁproeeSSed from fruit"anduvegeﬁables.f,~Inzcases .
where the common\marketing organizations stipulate a,levy‘en
the products eomprising a fixed component and a variable com~-
' ponent, “the Communlty will not charge the flxed component on
iproeucts originating in the AASM.  This arrangement applles
in partlcular to products processed from cereals and rlce.

"-The new arrangements\for manioc roots and flour take over
the . provisions applicable previously, i.e. an abatement on the
“:variable'component of the levy amounting to 0.12 u.a. per 100 kg

.(for roots) and 0,18 W.a. per 100 kg (fer manivec flour)

The Communlty W1ll grant chplete exemptlon on tapioca,
chocolate and other cocoa-bascc preparatlons produced in the
MSM.. ‘ ) ‘ - ‘ " N .. . ‘/ B

/

72. Taken as . a whole; the new'import arrangenents applicable
to products sipilar to Comaunity prcducts as descrlbed in the
Sixth General Report (see pages 12-19) are more favuurable

to the AASM than the prev1ous arrangements. Durlng Consul—
tations held in the Association Cammlttee the LASM 51gn1fled :

'thelr agreement w1th‘these arrangements subgect “to certaln
reservatluns. ‘

CP4/CP/198 /a&f.
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The AuBN asked for a further reduction in the varlable’
component uf the levy on manioc starch, - They felt that the

50 per. cent reductlon in this component was not maklng the.
produot suif101ently competltlve on Cumnunity aarkets.

' The ASSuCldted States wanted clarification of the nature
of the speclal measures (otheér than financial) Whlch the
Communlty proposec to apply. under certain 01rcumstances to
olcaglnous prgduqts, these neasures would affect the volume
of oilseed imported by the EEC from the ssscciated States.

' The latter regretted that the Community was unable to treat

‘ thelr oleaginous praducts in the same way as 51m11ar products‘
- in the Communlty itself.

The Coun01l has nof yet taken a d00151on on the import
regulatlons for tobaced. ‘However, the ‘AASM are pleased that
the Commission of the Communltles has subnmitted a- proposal
advocatlng contlnued exemptlon fronm 1mport duties for products
orlglnatlng in the asnSM. . any other measure would be less
favourable than the arrangements granted at present to the
AASM,

The Council of the Cummumties had intended t'he ari'angé—‘
nents applicable tU'sugar 1mporteo into the Communlty frem the
#ASM to come into force on 1 July 1968 at the same time as the
‘regulation organizing the sugar marke? in.thé Six. In the
interin the;Commﬁnity proposed a cash acvance to temporarily
balance'the financigl mechanisms of. the equaligzation fund
‘stlpulatgd in. the 0CsM sugar agrecment ‘The internal commun-
ity regulations were acoPtea on the scheduled cate but nothing‘
has yet been done.about the import arrangemcnts for the AASM.

' On the other han¢ Regulation No, 853/70 of 10 May 1970
satisfled the requirements cf Surinanm by naking the 1nterna1
communlty arrangements appllcable to- that country Wlth
retrospective effect from 1 January 1968.

When. the representatlve of the Republic of the Congo
asked the CJmmunlty at the lerev1lle meeting whether it

intended %o apply the arrangements laid down fcr Surlnam to

CPu/CP/l98/dcf.
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the »448M as well, the Commission's representative stated what
the EEC. .Council had not agreed to Cv sv and did not propose
to alter its p051t10n fﬁr the tine being. It is useful 1o
point out that when the case of rlce 1mpcrts"into the Commun—
ity arose,'exceptlonal transitional measures were aﬂopteﬂ for
Surinam, and the Community agreed to allow the AsSM the benefit
of thé same arrangements but for twice the tonnage. The AASM
therefore hope that the Community will recomsicéer the regula-
tione on AASH sugar ané adopt an cquitable and balanced .
attitude towards all the isssociated States.

The benefit proposed by the Commission to the Council’
for maize (reduction in the levy 0.10 u.a. per 100 kg) is‘very
disappointing and not likely to give any‘real gcononic advan-
tage to the principal exporting country in the AASM,‘ﬁamely
Madagascar; The Council should adopt -a specific regulation
on the lines of the arrangenents applicable to exports of beef
and veal from Madagascar tc Reuniovn Island when it reaches its
decision, in order to make allowance for the special nature
of the trade in maize between Madagascar and ﬁeunion Island.

E. Quantitative restrictions on imports of Community pro-

ducts inte certain associated States

73.  article 7 of the Yaoundé¢ Convention Stipulates that the
#ASM Governments nay introduce or retain.on ajtransiticnal
basis quantitative restrictions on the importation of products
originating in?Member States if the purpose of these restric-
tions is te proteét their new industries. Any such decigilon
by the aaASM must, however, be preceded or accompanied by
notification to the Communlty in accordance with article 3, 4
of the Convention and Artlcle 3 of Protocol No. 2.

In several cases, huwever, Agscciated States have failed
to consult the Connunity before taking a decision and have
not reserved an ,overall quota for it inAéompliahce‘with
Protocol No. 2.

These problens have‘been discussedﬁindividually in the
association Cemnittee'which has generally been -able to

clarify and normalize the situation. _ :
CP4/CP/198/déf.
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Nevertheless the issociated States nust respect the
procecure for cunsultatlon laid xOWn 1n the.. Conventlon just. as
the S5ix must consult the LASM dn 2 real Splrlt of 00uperat10n
‘,e g. when they lay duwn arrangements fer. 1mport1ng LhASM

agrlcultural products’ which conpete with similar European
-products.

CPu/CP/198/d6F.
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Chapter IV - FINANCIAL nND TECHNICAL COODERATION

CTh. Before analyzing the aid grantee by the Cummunlty £
the AASM it is worth stressing the substantlal effort made by -
the Six tc¢-help the underdeveloped countries,: nccordlng to
recent figures supplied by the Develupment aid Connitiee of the
. OEGD, the total amount of aid granted by the Six in 1969
‘cofresponded to more than 1 per cent-of their gross national
prouduct. and therefore complied with c¢ne of the recommendations
adopted at the New Dclhi Conference on Traces and Development.
Aicd granted by the Six varies from country to countrj between
.1.03 and 1. 32 per cent of their gross natlonal prccéucts
these peroentages are among the hlghest allocated by donsr
ccuntries (1). | L

5. ‘ﬁAid to the 18 assoclated States fcrms part of this
overall progranme. Quite apart frum the bilateral aid grant-
ed by the Menber States, the effort made by the Six at Con-
nunity level was reflected in the Community ue0131on taken in
1969 wheﬁ the First Yaoundé Convention was renewed, toO increase

!

the absclute value of eic uver the next five years frum the

. Thirc¢ Eurcpean Development Fund ; The new figure‘is 918n

instead of 730m from the second EDF. ‘ f

A, The second European Developnent Func

_ is of 30 November 1970, a total of 707 333,000 . &a, with
64Tm going to the aASM (2), had been committed from the gecond
European Development Fund.

(1) The'tofa% anount of aid grante@ by the Six in 1969 was as
+ follcws (in >m) France 17423 TFederal Republic c¢f
Germany 11905 ' Italy 8423 Netherlands 360' Belgium 2483
Total for EEC: 5188. The comparative figure for the
United States is 94646m reprcsentlng Q.49 per cent of the
gross national product.

(2) The difference between these two figures‘is accounted

' for by measures taken.in favour of the overscas depart-
ments and the overseas countries and territories represen—
ting a total of 60,179,000 u.a.

CP../CP/198/éf.
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Commitments from the second EDF as of 30 liovember 1970

(in thousand u.a.)

Economlc ard so-:

Pro-

| Diversifica- A881s—zGe eral techni- Emer- ‘Techni—i Advan-
b%éiuiﬁYﬁstE?Q?Sj _tion aid duc- tance jcal cooperation gency ;cal and, ces to
o 1 | tion tlinked‘ - GRAWTS _isup~ | dele- price
Loans g - Loans | aid {to in-! Schol—' Other !port .| gated TOTAL |stabi-
on * . on tvest— | arship: meas- " jsuper- liza~
; Special,l .special ‘ments ‘ pro- | ures | - lyision tion
" GRANTS +erms , GRAFTS terms GRANTS GRAN@§ rammqr_ ) §GRANTS GRANTS funds
’ j I : ‘ Z . ‘ E - .
Burundi - i 10,166 -, 5,250 - | = ,»2,575, 1,924 424 - 519 . 20,858; 1,000
Cameroon .' ! 269136 79371 ; ) 750 79151 ! 79612: 4011 2766{9 584 - 19579 : 549253 -
Central African | | ! ; - .

Republic ' 15,668 - ] 1,513 227 5,056 1,629 . €16 150 - 1,136 ' 25,995, -
Congo(Brazzav1lle) 13,151 - | 4,576 - - 612; 1,228 34 - 841 | 20,442 -~
Congo (Kinshasa) 47,390 3,000 | 9,000 6,000 | - i-- 5747 3,928 4,603 - 736 i 75,231 -
Ivory Coast © 2,613 6,013 : 39,970 6 395: - ! 82 2,109 240 - 1,174 § 58,596 -
Dahomey 15,476 - i ;585 i 3,91 181 790. 1,228 2 b - =1 723t 23,722 -
Gabon 110,766 2,500 | 4, ;000" - - 1 2,428 375 5 1, - | 416 * 20,490; -
Upper Volta 20,655 - | 6,000 1,379 1,658 381 - | 976 . 30.706] -
Madagascar 1 34,031 - i 7,001 1, 862 22 095 1,273 : 1,122 -100 i 1,013;-1,430 ° 69,927 -
USER + 25,290 - 1,245 - - 4, 147 1,499 616 - 4 #1017 685 © 33,583 -
fauritania 12,331 - ‘ 2,245 2 754‘ - 227, 588 LS5 = 412 0 18,562 -
Viger 20,548 - 1,625 | 4,395 1,549 909 280 1 225 809 i 30,340} -
Rwanda - 1,222 - 5,250 - 2,980° 1,739} 1,487 - 0427 19,105
Senegal 12,985 - 10,633 - {30;4273 189, 855 16 ! 1,081 i 56,1861 8,710
Somali Republic = 12,971 - 6,500 - - 13,472 1,765 | 1,068 1 1 849' 475 28,100 -
Chad © 23,251 1,215 | 1,301 - 4,177 1,446 - T49 67 t 860 | 33,066; 1,766
Pogo 1109695 . | 29466 ot 39164—‘ 1,565 " +,309 - - - 464 i 19,663 -
Amounts not - ‘ L

distributed ~ - - - - . 528: - 4 550 . - % 1,382 6,460 1,227

,, 5 () Jei T |
\dministrative ang s A . L . S |
financial costs ! - - f - - ~ - - - E - f - ' 1,8692 -~
)VERALL TOTAL 321,345 20,099 110,910 | 24,389:84,991 25,198 + 25,387./13,653 3,188116,125 1647, 154{12 703
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(1)

(2)

"Améunts not distributed' are the fraction of the

overall credits opened for study purposes (12,310,000
u.a,);and’for project management, (3,200,000 u.a.) not
yet used by the principal authorizing officer of the

- EDF to finance these operations; +this heading also

covers studies which cannot be distributed between
the individual countries.

'Amounts not distributed' are the fraction of, thé
overall credits opened for general studies (1, 490 OOO
u.a.) which has not yet been used by the principal
autﬁorizing officer of the EDF to‘finaﬁce these opera~
tions, as well as general studles and programmes of
COlquuld, tralnlng courses and information which can-
not be distributed between the individual countries.

CPA/CP/198/aéf.
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76. an analysis of the sums comnitted from the second
European Development.Funﬂ shows that five countries,which
are the most important econcmically, have received the
greatest assistance (Congo~Kinshasa, Madagascar, Ivory
Coast, Senegal, Canercon) with credits. amnounting to 312.5n
U.a., i.e. alnost half the total funds of the EDF. However,
the Connission of the Comnunities will have to make a sustain-
ed effort to correct certain inbelances which appeared in
_previous years if aiﬂ“is‘to;beidistributed as cquitably as
possible between the 18 .aSM.

The galcellnes laia duwn by the nSSuClatlon Council only
prov1ua a generdl framework uno ¢o not nmaeke it easy to
c1str1bute credits between the 18 CJuntrlCS whose governnments
lodge applications for financial aic fir specific projects.
The Eurcpean Development Func has to choose between two
optiuvns:

(a) Fither to Gistribute the credits as equitably as possible
between the 18 countries at the risk of dilutingsthe suns
availables

(b) Or 1o give priority to sound projects put furward by States
which arc in the best positicn t5 achieve a rapid rate of
economic developnent, thus enabling the latter to éeveIOp
nore independently and act as leaders for the nore back-
ward Assoclated States.

In fact the Commissi)n has combined these two formulae and
tried to allocate aid falfly sy as to» favour sound progccts
(generally‘propased by the countries with the nost advanced
econonies) while striking a balance between thce 18 countries
in the spirit of the Prcamble to the Convention which ca}ls
fcr the harmonicus and baldncbi developnent ¢f all the
uSSuClateC States.

e The following table shows how the distribution cf
funds between the different sectors of activity has evelved

since the Yaoundé Convention came into force. It is clear

CP:./CP198/céfF.
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' that preference has been given to flnan01al asslstance forf_e-u
productlve proaects*l.ln partlcular there has been a. sharp

~1norease in . efforts to 1n0ustr1allze the Assoc1ateﬂ States,

Dlstrlbutlon by ssctors Qf act1v1ty (%) (l)

R A
.

{1664 | 16650 . | .|

| 116.65 |31.12.66 | 1967 ' | 1968 | 1969
Industrialization ' ro S R,

(including, energy| L : | -

‘ supplies %2 ," 1.0 “1.2 3.5 18.4 23.1
‘Rural proouction - 51.1 36.6 47.0 - | 36.0 ‘45t4“'

Transport and com-| - S S

: munlcatlons‘ - 20.4 31.8 | 25.7 -35.4 | 18.4
| Social | 19.8 129.3 | 23.7 | 11.4 | 7.8
Miscellaneous oy TN 1.2 0.4 0.1 { . 1s5¢

— T Y
(1) Based on - grose commltncnts
(2) Excludlng loans granted by $he Europsan Investment Bank

The report on technlcal an@ flnan01al cooperation (l)

shows that in 1969, as in. prev1ous years, 80 per cent of the
new credlts fron the European Development Fund were : cevoted
~to financing 1nVEStment projects anc ass001ated technlcal .
ass1stance on the basis of crlterla lalé down by the Commls—
Vs1on. | The prlorltles formulated by the AASM themselves
esp901ally in’their short and long term developnent programmes
were also taken 1nto acccunt as was the gulﬂance giveh by ﬂ
the - Assdciation Counc1l in 1ts resolutlons 1/66 2/67 and~ ‘
3/68. : ‘

Follow1ng the pr1n01ples outllned avae the Comm1ss1on

helped to encourage inter—nfrlcan cooperation by promotlng
prOJecms of “ioint intercdt to .two ¢r more States: e.g.t

(a) Elnanclng the 1ncustr1al slaughterhouse in Guagadougou
deSlgned to serve the States of the Entente Council in

....,_—.————.—-f

(1) See Doc. 32 III C Y
; : CPa/CP/198/aéf..



collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


- 56 =
connexion with their c§¥%le—raising/heat programmes;

(b) The project for genetic improvement of millet which is
' ihitially confined tc Senegal but could‘subseqqently

concern all the eountries'in the western Sahara area by
providing new end nore productlvc strains of mlllct
developed under a programme >f applied’agrohdmic Te-
search; . ‘ .

(¢) Several highway projects are designed to provide nation-
wide networksy this is an'important}factor‘in inter-
regional trade. - R

78. In accordance with the recommendatiens given by the

Association Council in paragraph 3 of resclution 1/66 the

Community is contlnulng to promote concerted actlon gither in

certain key sectors of act1v1ty or in gecgraphical deveiopment

zones. In many cases the two furms of concertation aré com-

‘bined in a single project.

In Burundi and Rwenda, for exanple, concentration of :
Eurdpean Developmnent Fund activity in the tea productieﬁ )
-sector has resulted in the financing of industrialized 'plan-
tations and then in the extension of these plantations to the
~v1llages. The tea plantations have been backed by processing
factories ‘which in turn are powered by new hydro-electric .
generating stations and high tension lines.. The nany pro-
Jects in this sphere financed by the first and second .. -
Buropean Development Fund should enable this mew form of-
activity tou become a permanent feature and help te,diversify
the economy of these two countries. A total ‘amount of some
To u. . hes been invested in Burundi. ' EDF-financed projects
.in the tea sector in Rwanda 1nclude the deSlgn of hlghways
to transport products and an executlve training programme
for agrlcultural COOperatlveS, In all, the. EDF has
flnanoed 11 study projects w1th a value of 5. 8m u.a. in
this sphere in Rwanda.

CP4/CP/198/aéf.
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79. . The prlorlty given to rural pruducthn in 1969 a8 1n
prcv1ous years, accounting for 47 per cent of the a¢t1V1ty
of thc European Develupment Fund, is in llne w1th the
_decigions of the, Ass001atlon Coun01l and the w1shes af the
Joint Cqmmlttee. ‘The Commission has conc;ntratgd on ' J
development and tralnlng measurss: d631gneu to famillurlzc
‘the, local: farmers with new techniques whlch will 1ncrease
produetivity.and prov1dp encouragenent by, holding. out. thc
prospect of higher incomes. These measures. 1nclude tralning '
and technlcal as31stance for faraers as Woll as applled
research programmes (1).

. To give the rural progects & gfbater chance 6f‘sﬁécess
the Comm1531on ‘has extenaed its aid. by defraylng a proportlon
of the operational costs in the early stagcs.

90 per cent of the projects submitted to the Comm1s31on
in 1969 again relateg to rural development. This proves
just how. important the agricultural sectof stlll is tc the
'dgvelopment of the AASM in splte of their de51re to speed
up the. process of industrialization,

‘80, The stronger measures . to develop proauétion structures
have been accompanicd by a very substantial reduction: 1n “price
;. gupport operativns fronm 6.1 u.a. in 1968 to 1.362 u'ahiln.‘
1969,  This accords with the terms of the First Yaocundé-
Convention which'providéd fbr the price support policy to be’
abolished. - The neﬁ policy of aid for the associated. States
is based on aid for the modernization of production. structures
‘rather thanon' price support. ' '

81,° | Expendlture of 106n u. a. was authorized in 19693 this
was below the annual average for 1964-1968, i.e. 1271 u. a.fi
This reduction 1s explalned by the fact that crealts ava11¥ |
.able from the seconc EDF were gradually used up, while (and
this is a s%lll more inmportant factor)' ulfflcultlbs arose’

(1) See p. 23 of the Report on Financial and Technical
© Menagenent for cxamples of EDF interventicn in the
sphere of rural developnent and training.

CPi4/CP/198/déf.
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with certain projects while they were being examined.

82.' On the other hanc progress in 1mplement1ng the prOJects
accelerated sharply on previous years. .Payments reached a
flgure of 145m u.a. in 1969, the hlghest flgure 31nce the
European Development Fund came into existence.

In connexion with the 1969 accounts, the.Board of Auditors
nade certain general repmarks on the preparation and implemen-—
tation of the projects; these reﬁarks are set out in annex IT.
The Buard noted that as of 31 December 1969, i.e. 8 years after
the end of the perisd covered by the first Conveﬁtion, some
lBO‘projects still rémained to be completed vut of a total of
387 projects financed. Only 11 were completed in the last
financial year. \ o

83. The Commission of the Connunities, which manages the
EDF has prepared a general specification for EDF contracts.
This docunment, which has still -tc be approved by the
aSscciation Council, will be useful tc industrial companies in
'all the countries affected by EDF contracts. It will lessen
the adverse effects of the disparities. existing between re-
gulations applicable in the different aASM countries which
benefit from Communlty neasures.  Disparities in specifiéa—
tions tended to favour those companles which knew the local
-admlnlstrat1Ve pfocedures to the,detrlment of other companies
- which were perfectly competitive econonically.

84, Without examiningqin detail every aspect of financial
and technical'cooperation which is regularly studied by;the
Joint Committee, full details being given in the report on
financial and technical management for 1969 (1) forwarded to
‘all the members, your Rapporteur wishes to stress the
additional efforts made by the Communify and AASM countries
to bring about nore active sales promotion. This is where

financial ahd technical cooperation become really significant.
However inmportant Community aid nay be, it must always be
accompanied by vigorous action on the part of the LASM to
improve their commercizl structure.

(1) Doc. 32/IIT | OPa/CP/198/a s .
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» In 1967 the Communlty already agr e@ tc step up its aid
for marketlng and promotlng sales of «iASM nroducts; 1 ‘This jdea
was flnally'embooled in the text of the Second Yaiundé
Conventlon i.€. 1n dr+1014 19. Wthh brovides for useful: ncw
lforms of assistance.

i

, In the splrlt of fThese new prov1slons of the:Second
,Yaounde Conventlon thL Comm1ss1on of the Gommunities .has

' already embarked ueon a serles uf neastires described by)lts
representatlve 1n “the Jg;nt Commlttee at its meetings' in
Florence ‘and lerev1lle. In addition to AASM partlclpatlon
in traﬁe fairs and exhlbltlons Whlch will cuntlnue ‘% the
request of the associated States, the Conmission has recently
igsued a 'Guide for EEC/AisSK exhibitcrs'. It is hoped. that
this publlcatlan which has been drafted on the bas1s of a ‘
Comtunity programme will 1mprove the commer01al 1mpact of :
- LASM participation in nagor 1nternat10nal exhlbltlons.H; i
The gulde econtains information and practical advice on the
‘preparatlon, cons¢ructlun anc management of exhibition stands.

The aaSM are aISu able to apply through thelr gavernments
\for" : '

(a) Experts to .be sent to stucy ex1st1ng trade structures and
propose reforns in tbe 1nterests of greater efflciency,

(b) Studies to be carried cut 1o fa01lltate the establishment
© vof conmon marketlng organlzatlons, cL

(c) Tralnlng facilitles to be provided for forelgn trace

‘ technlclans,

(d)‘Market research studles to be carried out-with particular
nreferencs to the means of encquraglng 1nter—Afrlcan trades

(e) The dlssemlnatlon vf 1nfornat10n in the Communlty and in
. the Associated Statés %o be lmprovcd with a view %o
developing trade (l)

(1) The Commis51on is now working on a -'Vade Mecun' for
EEC-AASM exporters which will contain detailed. pract1cal
information, An annual study w111 be publlshed on’ the
forelgn trade of the LaSM. (L RANES

CPA/CP/198/C £,
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85. The 1ncrcaSs 'in aid fgr narketing sASM products is
justified by the leluw1ng cons1dsratlons.

1. The Coanunity market, which is tecay the most important
outlet for s.ASM products, is becoming increasingly exposed to
competltlon from . ‘non-nenber Statss, at the same tine the

tariff preferences from which the LASM bsnefit are being cut.

2. The Community.feels that this new form of aid for ALSM
products is more adequate and may, tc some extent, lessen the
‘impact of the abeliticn cf'brice support st'a tine when not
all the Member States are yet in a position to sell their
products at world market raﬁes. |

If it succeeds in”improving the structures and nethods of
the organizations and personnel in companies helping to . ‘
develop ‘external trade, this marketing =id will undoubtedly be
very useful.

86. The Associate& States are so convinced of the desirabil-
ity of rationalizing pruductlon anad marketlng that they are
maklng a najor effort, whlch has alrsady net Wlth some success,
to cooprdinate their action by organlzlng thelr narkets for

" each prcduct. .

We ¢éo not intend fo survey here all the econonic:
groupings in Africa which are contributing to ccordinated
production and marketing. However, it should be noted that
coffee and sugar agreements have been in existence for several
years in" the Conmon afro-Malagasy Organization (OCA4M).

More recently an.assddiation has been set up to develop rice
cultivation in West africa; this hssociation groups together
14 States with the aim of improving the quantity ané quality
of production as well as the conditions of storage and
marketing. The States will have to supply the installations
and land necessary for resgsearch and training staff; they
will &lso have to make financial contributions towards the
running costs of the Common Organigzation. Last May the
Entente Council, comprising the Ivory Coast, Niger, Upper’
Volta Dahomey and Togo, approved the.establlshment of an

CPu/CP/198/aéf.
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gconomic cumnunity for cattle and nmeat Wlth the aim of

nodernizing produotlun and ratlonallzlﬂ5 meat murketlng in

the five countries. 7 . T ' . ;

87, The Comaunlty could help these ‘markct urganlzatlons

_especially by granting financ1al.alo. © The Europcan Develog-'

‘ment Funé has for. instance granteéd a loan to facilitate
oﬁeration‘bf the 0CaM Sugar agreement until the African- States
‘are able 1o pay their contributibns. " It would also be '
useful for the Comnunity- to grant excnption from.the comnon
~agr10ultural policy in favour of the AASM (1).

’

88. - However, these sales promotlon neasures are not enough
on their own. Useful though these measures nay be, it nust
‘be ‘stressed that they cannot dispense the Community from the

need to lay dcwn an efféctive pcélicy. on. prlmary conmnocdities,
Ratlonallzatlon of markctlng networks, the surveying of new
4gmarkets and effurts to 1mprove production are dcomed to
failure unless prcducars have the guarantee of a falr and
prufltable pricz level to encJurage thgm tu dpvelop and '
improve thelr productlon.

89. In the sphere of technical CQJpﬁrwtldn the prublem of
study grants and personnel. training is partlcularly 1mportant

The Joint Committee has alreacy StTGSSbC that investment
‘on. eCucation and vocational training is vital to the-econoaic
development of the AASM; its importance rises: with the
cdmpletion of more and more.agricultural, industrial anc
infrastructural projects involving the use 2f increasingly.
sophlstlcated and: expensive’ plant and machlnery.k

In 1969 7O the Comnmunity steppeé up its aid to° stucents

~‘and trainees and diversified its act1v1ty in thls sectur.

The number of study grants rose from 1,182 in 19624-65 t¢
1 893 1n 1967-68 and reached 2,100 in’ the 1969-70 acadenic
yearl. In addition a programme of scholarships for sgec;flc

(1) By allowinb 1mport quotas similar to the quota Ffor 8,000
tons of sugar orlglnatlnb in Surinen. ,

CPu/CP/l98 / aéf.
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trnining courses enabled grants to be awarded to 830 students
making a total o6f 2 ,950 scholarships for' 1969 against 1,369
in 1964-1965.

Grants fur,corresbondence courses also rose shafply from
1,516 in 1967-68 t¢ 2,050 in 1968-69. The prograhme of
" job-oriented training was enlarged by the inclusion of
instructors.to train craftsmen and nanagers of small companies.
The programme for training supervisory and executive grades
now concerns scme 710 persons. . :

90. The average success rate of grant-héclders in exanina-
tions was 82.2 per cent while 17.8 per cent failed. These
results were identical 'to those for the previcus year.

The survey coniucted by the Commission of the Communities
'among 2,300 former grant-holders whu had completed their
tralnlnb on 1 January 1967 showed that 94 per cent found or
returned to a job in their country of origin. - The jobs taken
up were genérally equivalent to the level of training
followed. 29 per cent of grant-holders went into agriéulture,
17 per cent into the statistical services, 12 per cent into

" the government service and 10 per cent into the social and
health services. The EEC survey also revealed the require-
nents for additional training and retraining. A first
follow-up seminar was also.held in Yacundé in May.1969; it
was attended by furmer grant-holders who hed in the meantime
taken up responsible positions 1n the statistical services of
their own countrics.

191, The Joint Comnittee has already stressed the need to
develop in-situ training. for young Africans so as to give
then tuition which is fully adapted to. the environment in
which they will work later on. But this is not always
’pus51ble and many grant-hol@ers still have tc¢ train abroad,
especially in the Community countries.

Difficulties have scmetimes ariscn because,in the
absence of intergovernmental agreements on the nmutual recog-
nition of diplomas, scme associated States do not automati-

CPA/CP/198/a¢f.
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cally recognlze the valldlty of dlplvmas awarded to their .
nationals in certain Menber States, and oblige them %o complete
further year's study aftcr their training coursc in Burope
befcre they can take an approprlate post in thelr home country.
The problem of mutual rbcognltlon Jf studies and dlﬁlomas could
be solve@ Wlthln the framew)rk of. oultural agrecments between
Member Statcs and A88001ated States. ’ '

¥

.92, . For the 1970-TL grant progranne the' Oommunlty has tried

- within the framework of the transitional measures, to make

credits avallablo for furthor actlon in this prlorlty °eCtQT‘
it has renCWod the grant programne by allocatlnb funds
equlvalent 1o thoso available in the prev1uus year.‘

v

The Assoc;ated States would have liked an increase in the
funds available for grants but because the credits of . the
third IEDF have been leCch until the secuné Yaoundé Convcntlon
. takes effect, the Communlty felt that. it could not exceed the

scheduled figure for 1969-70; in its opinion these  funds
w111 in any case be sufficient to renew some ex1st1ng grants,
,thus enabl;ng students. to complete thelr courses, and also to
grant new schrlarships.

L B.; Transitional financial‘mcésures and pruspects for the

- third European Developnent Fund

93. In splte of the fallure Tt ratlfy the, Convention and in
order to avoid 1nterrupt13ns 1n the examlnatlon of prOJects
durlnb the transiticnal period, . the Assoclatlon Council decided
at ite meetlng on 29 May 1969 %o allow the ALSM: ‘to. submit
prcposed projects and prugrammes for flnan01ng from the third
EDF, it also decided that the balance of funos fron the
second EDF could be used tu finance the studies needed 1O
finalize thcse projects or programmes. Use of the remaining
credits from thc gecend EDF has enabled stucles to continue

o durlng recent months through an overall authorlzatlan of

1.5m u.a. opened under the heacling of technical. cooperatlon

' linked tu investments.
‘ -CPA/UP/198/6é£..
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9%. The Comm1331on has alsyu made use of the tran31t10nal
perlod to prepare - neasures to be taken under the thlrd EDF.
At the*%ﬁ6\€%519§9atﬁe Cenmission alreaay sent fact—flnelng

~ missions to the Upper Volta, Togo, Dahomey and MﬁcagasCar to
collect data on the tevelopment programmes in these countrles
and on the projecds which they intend to subm;t as well as cn
the priority they give to the individual prujects.

In 1969 the Associated States bubmittec 25 new projects
to the Commission which wauld cost a total of appruximately
37.50 U.tl,} only 11 of these Projects are intended to be
financed- from the seccnd EDF at a cost ¢f approximately 9m
U. a. 14 prugects hao therefore alrcady been subnittec by the
end of 1969 for flnan01ng from the credits of the third EDF,.
to a value of 28m u.a. The number of apnllcatlens has

)

increased since then.

1

As the EEC Comm13313n clearly states in its report on
the management of the EDF it was therefore tthe lack of. further
‘funds and not a lack of projects which flnally llmlte6 the
new commitments entered into in 1969 While the Commls—
sion's departments continued. to examlne projects and while
the EDF Commlttee was ablé to meet normally to deliver 1ts
Cplnlon on future pruaects, no decision on flnan01ng cculd
" be taken before effective ratlflcatlon of the second Yauund '
'”Conventlon. '

Ls a result of the preparatery‘examination of the files
completed by the EEC Cunmission and’.the EDF Committee Auring
the tran81tlona1 period, the first declslons c¢n financing
from the  third IDF can now be adopted at the end of January
1971 ‘

95. Another problem‘remains to be sovlved; it was raised

in paragrapn 17 of the resvlution passec by the Parliamentary
.Conference in Hamburg, recummending the definition of a
timetable for the paynent of Meuber States! contributions

to the.third EDF so as to ¢nable the fund to receive interest
on the sums allocated.

CP4/CP/198/déf.
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>C." Measures taken by the EuroPUan Investmbnt Bank

96;‘* In 1ts own ‘sphere of act1v1ty the Euraycan Investment -
Bank usefully supplemented EDF - actlon by grantlng normal loans.
On' 30 November 1970 the total value of the loans nade avallable
‘by the EIB from its own resources was 49m u.a., Jlstrlbuted as
fo}lows' !

(a) Ivory Coast'(ll 7ﬁ d a., i.e. 24 93pér'cént of ‘the total)s
'.Cb) Maurltania (11m u. a., i.e. 23,5 per qent) 7
(¢) Gamerbén (ll 3m u.a., i.e. 24 per cent)s

(d) Congo (Brazzav1lle (9m U. a., i.e. 19.2 per cent),

i

(e) Gabon (3. 2m u. a., i, e. 6 9 per cent)s
(f} Senegal (2 in vea., i. c. 5 2 per ccnt),
(g) Upper Volta (O 45m u.e, )

: The other act1v1ty cf the Bank in 1969 centred on 301nt
\examlnatlon w1th the Commission of the four progects flnanceﬁ
by loans. on- speélal terms excecflng 15ﬂ u a.,‘ The Joint
Committee welcomes this cQordlnatlun of studles ‘and actlon .
of the EDF and EIB, Whlch.lt has always recummended. = -

-~ The projécts‘financed by‘fhe Bank_wete mainiy industrial.
| Théy willitherefore be examined in Chapter V on incustrializa-
tion. e ’ | | |
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Chapter V - IKDUSTRIALIZATION OF THE AASM AND ECONOMIC COOPERA-
. TION BETWEEN AFRICAI STATES

A, The Community's contribution

97. Thé.Joiﬁt Committee and the Parliamentary Conference
examined the problem of indﬁstrielization of the AASM in detail
during their five discussions on the workin% document and sub-
sequently on Mr, Dewulf's .excellent report 1) . These discus-
gsions are still sufflolently fresh in the mind of the Commlttee
members for it to be unnecessary to return to them here.

It .is gratifying to note that in.compliance with the
Resolution passed by the Parliamentery Conference in Hamburg
in January 1970, the General Report -on the activity of the
Council devotes a particularly interesting chapter to the
problems of industrialization and the - achievements to which
the Community has contributed.

Referrlng to page 50 of the Sixth General Report of the

Council, your Rapporteur shares the view of those government
officials who con81der that the 1ndustr1allzatlon of their *
- country must continue with efficiency, modeety end reallsm.
Mistakes have been made and resources wasted in the past;
while this fact must be remembered it does not prevent a dyna-
~ mic approach to the problem just as it has not lessened the
will of the responsible officials in Africa and Madagascar tov
push ahead with their industrialization. The Association has
resolutely chosen industrialization as an important contribu-
tion (but not the only one) to the development of the AASM,

98. The Sixth .General Report (2) points out that as long ago
as 1962 the contracting parties fixed diversification. of the
economy and industrialization of the Associated States as one
‘of the objectives of the Association; part of the Community's

(1) See Dooument 31 (10 January 1970) of -the Parllamentary
Conference.

(2) Page 50, Doe. 32/I11, . ‘
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aid programme (15 per cent) consisted of repqyable"aid‘in the -
‘form of special loans granted by the EDF and normal loans
graﬂted by the European InveétmentrBahk : ThefASSGCiatidn~Goun—
¢il has shown a special interest in the use of aid for 1ndustr1a—
lization and made the following recommendatlons in 1ts Resolu—
“tions I/66 and III/68 |

f

(a) The AASM economies. should be dlver51f1ed
' ~ by extending the range of agrlcultural and industrlal
‘ productlon both for home consumption and ‘for export{,

~ by facilitating the creation of an industrial base, in
' particular by putting local production on an industrial
footing; - S ‘ ~

-

- by av01d1ng 111-coord1nated action whlch may 1ead to
‘ overproductlon and competltlon contrary to the 1nter—
ests of the A85001ated States.

(b) Special attentlon should be glven to proaects of reglonal
interest in order to ensure that the economles complementu
each other more effectlvely, thus promotlng cooperatlon
and 1nter~Afrlcan trade.

P

(e) Al though industrialization is initially characterized by |
the'creétion-of‘ﬂroducfion units for consumer goods, the
‘desirability of creating facilities to manufacture the '
means of'production Shouldfbe Studied;" ' '

99. On the level of praotlcal achlevements, the Communlty has,
through the EDF and EIB, contrlbuted dlrectly and 1nd1reotly to
the industrial development of 1ts A58001ated States. Theé ' volime
of aid committed from the second EDF and ' the resources -0f . the .
TIB amounts to 86.:5m u. a., i.e. 11.9. per cent.of “the total aid.
of thls sum: S ; S

-~ the second EDF commltted 41, 9m Uela, i.e.. 6, 3 per cent of -

" the total amount available to it; the EIB allocated 46, o
u.a. out of a total of 49m u.a. granted to the AASM in the
form of loans. ‘

CPA/CP/198/d4%.
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1., EDF measures

100, Total expenditure for industrialization of the Associated
States probably amounts to 25.13m u.a. for the first EDF and
141.6m u.a. for the second EDF,

Method of financing

Type of action (in thousands of u.a.)

{ Special

Grants Tofal %

loans
Preparatory studies for indus— f
trial investment 1,336 - 1,336

Supply of electric power 11,260 | 9,000 ! 20,260 12

Infrastructure directly
related to industrial projectg
(e.g. wharf at Nouakchott,
fishing ports) 11,536 5,254 16,790 10

Agricultural-industrial

- complexes : 122,379 1,661 124,040 75

~ cattle rearing products
(slaughter houses)

1- 6il palms (including oil
processing plants)

~ tea cultivation (including
packaging factories)

-~ cotton (including ginning
plant and oil processing
plants)

- cocoa (packaging)

Manufacturing industry (cement
works, textile factory, wagon
assembly and repair workshops) - 4,255 4,255 3

TOTAT, | | 146,511 | 20,170 | 166,681 100

In percentage 88% 10% 100%

(Source: Sixth General Report, p. 54 .bis)
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This table shows:

(1)  That industrialization of the Associsted States is charac-
terized essentially by the local conversion of raw materif‘
alé,‘éspécialiy in the'agricuitural sphere, i.e;by‘sétting
up agricultural—industrial compléxes which &ccounted’

. for. 75 per cent of .the Commnity aid for industrislization;

(2) Measures taken under the EDF centred on vocationsl and -

;mwmbihfééhhibéi t;aiﬁing.pfépafing for industfial occﬁpations.

, The Community rightly..considers that an investment policy
can only be valid if it is accompanieﬁ by a programme to
train the men who will be feépongible for complefing.and:
operating the projects. ‘ ‘

In addition the EDF carried out industrial préfinancing
‘studies to a value of %1,336,000.

' Finally some findncial assistance granted under the}first..
and secound EDPF for the improvement of economic and social infra-
structures contributed indirectly but positively to industriali-
:zation by opening new possibilities for the latter (the‘construd—
tion of the Trans-Cameroon route, the port of Owendo and many
highways are examples). '

101, This policy of the European Develdpment*Fuhd.resultéd'in-'
the completion of the following industrial projects in'1969

alone (1): : : . TR

.(a) Fconomic and téchnical studies for the creation of a steel
industry in Senegal;

(b}jA”férf dfrthéhlngé1hydfofeleqtric scheme in Congo (Kinshasa);

'”"“T““tpisfwill'ﬁacilitatejthe Greamion“qf new‘industries;~ .

(p)””“Ih“thé”IVoryWCoaSt;‘COﬂtiﬁuatioh'0f?measures tq‘develop
cotton production, concentrating on rationalization of
this crop and on the supply of industrial equipment for
gyorage and processing; '

(1) . See repoxrt of the Commission to the Council on the man-
" agement of financial and technical cooperation (p. 48).

CPA/CP/198/déF.
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(d) . In Upper Volta, construction of the industrisl slaughter-
house atyOuagadougpu,'which Willgallow intensified
slaughtering and therefore improve the nutrition of the ;
population while also leading to an iucrease in exports; |

(e) 1Im Mad%gascaf, construction of a new industrial slaugh-
' terhouse associated with refrlgeratlng installations and
fa0111t1es for the storage and transport of chilled meat,
| primarily to satisfy the meat requirements of the inha- 1
bitants of Tananarive; ) | o :

(f) _ In Senegal, the improvement of millet by creating new
| and more productive strains in order to meke good the
nutritional deficiency of the population and reduce im-—
ports of food cefeale;

(g) Finally in the Central African Republic, two river infra- -
structure projects, i.e. the developmént of a fleet on
the Upper Sangha River and the construction and flttlng
out of the r¢ver harbour at Nola to enable tlmber to be
exported from a region of forests.

2. Mbasuree taken by the Europeén Ihvestment Bank

102. The EIB has special responsibilities for induetrial
financing and made an important contribution in this sector.
The following projectsxwere financed by ordinary loans from
the resources of the EIB:

Amount
. ’ in million u.a.
Energy - 1 project : 4,050
Mining and quarrying - 2 projects © 20,000
Agricultural and food 1ndustry - :
7T projects

banana packing, essential oils,
0il processging plants, pineapple

canning factories, milling plant) 14,623

Textile industry -~ 3 projects 44,433

Fertiligers - 1 project ‘ 2,430. .. ... .. ... ;
Metallurgy - 1 project 1,215 ' ' :

Total: 14 projects , 46,746
 OPA/CP/198/4éf.
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. These projeets concern thé*Ivory Coast,.Cameroon,:thef
People's Republic of thé Congo- {Brazzaville), Sehegal, Mauri-
tanla, Gabbn: and Upper Volta.

103. The co—flnanclng of 1ndu°tr1al progeots'ln the AASM by
the EIB ;. whose share in’ the 1uvestment varled between 1.3
énd 42, 3 per cent from progect to project and othen bodies
fsuch as the AASM Governments, private 1nvestors, bllateral aid
‘organlzatlone (ald and cooneratlon funds), the Yredltanstalt
fir Wlederaufbda, the Deutsche Pn‘cw:.cklungsgesellsohaft, and

" multi-national finanecial institutions- (IBRD = World Bank, and
IFC = International Finance Corporation). is evidence of effec-
tlve coordination between: the Communlty bodies whloh distri~
bute aid and other bilateral and multilatersl aid organlzatlons,
_thlS has often been.encouraged by ‘the Joint Commlttee.

/

104. The Sixth General Report tried to evaluate the ecOnomlc
1mpact of the 1ndustr1al proaects flnanced by the Communlty.
Immedlately after their completloa, the - 21 1ndustr1al projects
financed by the CommunltJ nad a favourable 1nf1uence in terms

of the creation of new jobs, ddded value, 1mprovement in
tradlng balances - and: payments andveven in - the sphere--of tax -
receipts. The Genergl Report evaluates these effects as
folloms (1) o R

R

(1) See page"63.

‘CPA/CP/198/déf.
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(in millions of a.u.)

|
14 projects | 7 projects '
financed from: @ financed from | Total
FIB resources | EDF resources

(estimates in approximate figures)

Contribution to a total

industrial investment of 226 50 276
Number of ‘jobs created :
AiTeCtly wevuvvennenonns (6,650) (1,900) (8,850)

New added value created
each year:
(a) industrial added
value, created
QireCtly eeeeeeasan 59 24 83

(b) allowing for fore-
seeable indirect
effects vovsveencen 120 50 170

Favourable impact on
trading balance {(by sub~
stitution for imports and
increasing exports).... 75 25 © 100

Net effect orn the balance
of payments after deduct-
ing foreseeable outgoing
transfers .............I 35 17 52

Arnual addition to tax
revenue (once tax exemp-
tions granted in accord-
ance with the investment :
codes expire) .no......l 25 7 32

4

—

It may be felt that these results, in particular the
creation of 8,850 new jobs in the AASM, gre etill unsatis-
factory haviung regard to the real needs and the number of
young people who have received school and university educa-
tion and are coming onto the labour market.

105. In this respect the new Convention reflects the desire
of the Cdmmunity to increase the funds available for indus-—
trialization.projects whiie at the same time achieving
greater flakibility and efficiency in the granting of aid
through more éppropriate procedures. By joint agreement

CPA/CP/198/4éf.
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the- negotlators Of the’ second Yaoande ‘Conventioh have ‘made a
number of 1nnovat10ns de51gned to strengthen the means of actlon‘
‘avallable to the EIB; this will make it e351er for the.
Associated States to use this 1nst1tut10n as the Parllamentary
Conference had hoped.

As regards these new. prov131ons 1t should be recalled as
1ndlcated in the Sixth General Report (p. 68), that:

(a) Overall 1nterest rebates may be granted on loans by the
Bank at the follow1ng rates:
- 2 per cent up to the end:of the flfth year of repayment
~ on 1nvestments in the manufacturing ;ndustrles in . the
zones of immediate influence of  the major centres‘of‘ﬂ
4 1ndustr1al development in the Assoc1ated States-

- 3 per cent for the Whole duratlon of the loan on 1nvest—
ments in regions. whlch are relatively under—lndustrlal-
ized or very remote from sea access; the same rate.
applies to investment on tourist facilities.

This rate of 3 per cent can‘therefore be‘considered

'''''

least—pr1v1leged regions of the. Assoc1ated States.

(b) An outright interest rebate of 2 per cent for the whole
. duration of the loan, which may be cumulative with the
- rebates mentioned above, ;is also 'possible ¢én 1éans granted
by the Bank through the development banks.

- Thls 1nnovatlon and the possibility-of granting loans:
under special. conditions from EDF resources through the

.;development banks are. likely: to7faoilitate the. financing'
of small and medlum-scale industrial projeets which it
Would be difficult to evaluate and supervise without the

cooperation - of these development banks's "

(c)”Through the EDF resources the Communlty will be able to i
- contribute to the formatlon of rlsk capltal for oompanles
in partlcular by taklng up capltal holdlngs' these‘

CPA/CP/198/déf.
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operations must only be temporaryt They will be examined

and managed by the EIB acting as a representative of the
Community.

106, 'These new procedures‘for granting interest rebates will

only be useful: 1f the Commission actually applles them.. It will

in fact be remembered that the previous: Conventlon already made .
'provis1ons for interest rebates but they were only grante& on
one single loan (1). '

107, Irrespective of . these technical procedures laid down ‘in
the Convention, the Community should also base its commercial
and industrial poliey on its responsibilities to the developing
countries and in particular to the AASM through a policy of
jindustrial transfer which has so often been montloned but has
still not been prOperly defined. In its memorandum to the
Coun01l on the Communlty's industrial policy, the Commlsslon
"expressed its concern in this sphere (2):

' 'The conditions under which a progressive and orderly f
transfer of certain industrial activities could be organized
for the benefit of the developing countries will be\the subject
of later studies and proposals{ It is in'theyinterest of the
Community\to adopt a more outward-looking approach towards ex-
ports from the developing countries. . However, this development
which has already begun primarily in the context of the
‘,Assoc1atlons and which is 1likely to be reflected in the work of
UNCTAD should be programmed as aCCuratoly as possible so that the
sectors concerned know in advanoe ‘the time limits they will be
given to adapt themselves to a new: situation, The Commission
will submit proposals to the Councll on this point for the
different sectors concerned.'

(l) Thls was an EIB loan for the constructlon of a forest road
o in Gabon' the EDF granted a 3 .per cent interest rebate.

(2) See supplement to Bulletin 4/70 of the European Communities:
'~ Principles and Guidelines for a Community Industrial Rolicy.

CPA/CP/198/déF-
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The Joint Committee would like discussionslto e held with
the Commission of thé Communities on the guidelines which the
latter intends to recommend on this subject for the different
sectors.

'B. The problem'of guaranteeing private invegtments -

108. ‘ LAl the associated States are convinced that a guarantee
on 1nvestments is necessary to - encourage 1ndustr1allzatlon,
with this aim in mind all of them have laid down 1nvestment'
codes which grant advant&ges (varvlng from cas¢ to- caSe) to-
forelgners. . Slmllarly paru—gOVernmental Afrlcan bodies such
as the Mutual Assistance and Guarantee Fund of the Entente
‘Coun01l guurantee loans by local 1nvestors. : |

The Parllamentary Conference of the Aseoclatlon has
repeatedly raised the matter of an addltlonal guarantee, iie. a
multilateral guarantee which would be flnanced collectively by
-all the Member States on part of the funds whlch they make
available to the associated States. This proposal aroused a
great deal of cdntrOverSy; gome considered it essential and
. others p01ntless or cven dangerous and 1mmoral.“

- Government officials in certaln Member Statcs havc nade
progress on this problem and have proposed a8 new solutlon which
'seems more realistic and easy to apply. The French Govern—
ment for instance has now deecided. that the State w1ll“prov1de
’hinsuranceecoverage (in return for.a premium paid by the,‘ -
industrial companies concerned) on non-econcmic risks, in
particular nationalization, arising in connexion with 1nvest—
ment by its nationals in the african countrles of the Franc"

\

areg,

- This guarantee would only apply to new investments: whlch
are llkely to effectlvely accelerate the develonment of the
countrles in the Franc area (1). '

i

(1) At the same-time these measures will encourage French
compenies to establish, equip and operate new industries in
these countries, The sphere of application of the
guarantee is clearly defined. It excludes speculative
operatlons in real cstate, petroleum investment and the
running of casinos, 01nemas and restaurants.

: CPA/CP/l98/def.
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Similar measures have been taken by the Dutch and German
Governments..

" At the Communlty lcvel following a suggestlon made by the
Association: Councml and the Parliamentary Conference, the
. Commission of the Communitiecs has been asked to stﬁdy a multi--
lateral guarantee on investments in the AASM. -

The President of the World Bank has also ordered a study
. of a plan for insurarnce on private investment with a view to’
channelling private capital back to the developing countries.

All these measures are undoubtedly an additional induce-
mént and will facilitate industrialization. These guarantees.
have themerit of not increasing the burden borne By the African
States themselves.

C. Efforts made by the AASM themselves to-. promote economic
cooperation on 1ndustr1al development '

109} As the Association Convention indicates, the aid granted
by the Community can only supplement the efforts made by the
'AASM themselves. The lattcr have made cons1derable progress
in establishing the vital instruments for coordlnatlng their
1ndustr1a11zatlon progranmnes. o :

at 1nter—governmental level, tho Conference of OCAM Heads
of State and the conference of Ministers of the OERS,
(Organization of States bordering on Senegal), the Entente
.Council and the UDEaC (Central nfrlcan Customs and Economic
Union) aré both very active. To quote one example the
Conference of Ministers of Plannlng‘and Industry in the OERS,
held in Daker last June, adopted a‘iist‘of four integrated, '
sub-regional industries providing for the,oreation of two
steel plants in Mauritania and Mali, a paper factory in,
Guinea and a petro-chemieal complex in Senegal. An addition-
al list recommends the establlshmont of a tyre oomplex in
Guinea, a nitrogen industry in Mali, a copper industry 1n‘
Mauritania and a pharmaceutical products factory in Senegal.

!

C ‘ CPL/CP/198/défF.
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In another resolution on the primary’industries, the same
‘Mlnlsters recommend the creation, in accordance with proposals
made by the four States, of a chemical industry in Guinea, a
sugar reflnery, a mllllng plant and an alumina complex 1n Mali
as well as a cement and plaster WOrks in Maurltanla. “ ‘

at the same time. they deClded to make a comparatlve study
. of thelr development plans Wlth a view to propos1ng measures of
harmonlzatlon.~

The UDEAC has lalo down special tax harmonlzatlon measures
and custons practlces in ‘order to establlsh a domestlc market
These efforts have enabled 301nt 1ndustr1al companles to be set
up . with the benefit of a single tax syStem. The Heads of
State of the Union wish to integrate the cconomies of the
"Central Africen countrles more fully. .

The UDEAC Heads of State (l) mectlng last Aorll in Bamako
decided to convert the oustoms union into an economlc communlty
open to all West Aifrican States ‘wishing to participate. . The
report whlch they darew up recommends regional industrialization
plans so that the products of industrial progects agreed upon
between the States Would benefit from very favourable customs
arrangements likely to make them competitive with products
1mported privarily friom the 1ndustr1allzed -countries.

Speaklng durlng Pres1dent Senghor's visit to the
Communlty, President Malfatti- seid that the Commission was
getting ready to provide !'technical assistance' for this great
plan in connex1on with the preparatlon of the union treaty.

llO. Slmllarly, reglonal development banks such as the.
African DeVelopment Bank  to which 32 African countrles belong
are actively flnanc1ng 1ndustr1alizatlon progects. In -
existence for tnree years.now the Mutual Ald uﬂd Loan

(1) Ivory Coast, Dahomey, Mall Maurltanla; Niger, Senegal
Upper Volta.
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Guarantee Fund of the Entente Council has already guaranteed
loans on industrial projeéts to a value of 2,124n francs CFai.

111.' ' The EEC Commission can play a useful part in the
coordihatien now being organized between several Associdted
States. A mecting was for example held in Brussels last July
between representatlves of the governments of Burundi, Rwanda
and the' Democratic Republic of the Congo, to exanmine 301ntly
under the auspices of the Commission, the procedure for re-
gional cooperation on.electric power supplies in the Great
Lakes area which are of interest to all three countries. An ‘
outline agreement was reached by which the three countries will
cooperate, first through a study company and’ “then through an
operating conmpany, on the development of new sources of pOWer
and transmission lines. Short-ternm measures have 2ls0 been
taken to meet the energy requirenents of’ Rwanda. '

D. Special difficulties standing in the way of industrial-
ization of the AASM ”

112. Industrialization of the ALSM raises immense problems

and will continue to do so for a long tinme. According to
Mr. Woods, Ex-President of the World Bank, this is because
africa '‘renmains the only continent on.which almost all the
eountries still do not tombine the essential prerequisites
for industrialization.!

The benefits which industrialization is expected to bring
in terms of economic and social progress in the developing,
countries will take & long tinme to matefialize. sccording to
the Sixth General Report the industries which arc easiest to
- develop have for the most part already been established in the
ALASM over’the past ten years. New projects are likely to
encounter greater difficulties which can only be overcome if
the Assoeiated States themselves manage to enlarge their
market by effectively coordinating their industfialigation
policies. |

CPA/CP/198/déf. -
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Thls is confirmed in falrly disturbirng terms by the study
\(referred to earlier) carried out by the UN Economlc Comm1ss1on
for Africa, . This docunent states that added value in the
manufacturlng sector Whlch had 1ncrcased at an annual rate’ of '
about 9.5 per cent between 1960 and 1965 began to tall off . |
,slgnlflcantly during the next three years: and’ the annual rate
~only reached 6.9 per cent ‘up to 1968. To sonme extent this re—.
duction in the growth rate since 1965 1s attrlbutable to
the exceptional condltlons which prevalled in many of thev
principal produ01ng,countr1es. At one time or another in
the 8 yuars aftsr 1960 non—economlc factors unfavourably
influenced manufacturlng production in 5 of the 10 nost
important producer. countries in develOplng Africa.’ In these |
countrles industrial activity 1s mainly characterized by ‘
‘ 1nit1al conversion in-situ of prlmary products of agrlculture.
An 1ncreas1ng nunber of 1ndustr1al concerns in the area are
becoming involved in simple processing of- this klnd. CInc

recent years the African’ countries have becone: 1ncreas1ngly'"f
" aware of the~possibility of\creating'industries for processing
-fruit and vegetables.l In several countries of:trbpical S
Africa, such as Senegal Mali, Ghana, the Ivery Coast, the
- Sudan, Kenya and Ethlopla  new factories have been - established
to process tomatoes, plneapples citrus fruit and other Jfruit
and vegetables. There are now projects for setting up nore
than ‘20 addltlonal factorles .0f the same kind in other coun-
trles of tropical ifrica. Of 30 factorles establlshed in
these countrles and from which the necessary 1nformat10n was .
obtainable, most are experiencing serious economic dlfflcultles
and some‘haveAhad to close down.

CP4/CP/198/déf.
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113. The 4frican leaders are well-acquainted'with~these
difficulties and realize the need for reflection on the xform
which industrialization should take in their own countries and.
regions. . They now know that industrialization in aAfrica is a.
very‘different proposition from industrialization of the
EuTOpesn countries. In fact the governments must face up 1o

a series of speciual ecohomio,factors. The question of employ-
ment takes priority. School attendance and higher training'
which do not lead up to enploynent are .a source of grave social
disorder, and nay often result in a drain of qualified personnel
who look for jobs elsswhere and try to find a standard of
living which does not yet leSt in their own country. : Because
of the population explos1on in the 1950's the number of young
people arr1v1ng on .the labour narket will 1ncrease throughout
the 1970's. Unless far-reachlng measures are taken .
unemploymsnt will becone even worse and by 1980, or perhaps /
sooner an explos1vs social and political situation “will have
been created in almost all these countrles.

The sfrlcan Governments nust exsmine every. possible
solution and agree to coordinate their efforts. The problem
is that all these urgent tasks have arisen at the same tlme.

An active population enjoying good health which is well- fed and
has a hlgher level of professional training together with a
nore abundant\supply of capital to finance productive invest-
ment and larger outlets at home and abroad to sell the products
of these new workers are obvious prellmlnary ‘steps - but sone-~
thlng more- is’ needed T

Experts endowed with common sense and 1mag1nat10n should
" be called upon to flnd fornulae enabling nore labour and less
’capltal to be used in every sector of the econony without -
pushlng overall cost prices up to a prohibitive level, It
will also.be necessary to obtain the active cooperation .of
foreign investors, most of whon arec content to opt for the
simplest solution and reproduce_ih Africa maﬁufécturing
systems based on the replacement of expénsive labour by

CPA/CP/198/d¢éf.
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complex automatic equlpmsnt Whlch is dlfflcult to meintain.,
But labour is not’ expen51ve in africa.

In the donor and bsnsflclary countries allke goVerhmsﬁts
should recognlze the v1ta1 1mportance of creating Jjobs' and
abstain fronm gncouraglng foreign 1nvestors by measures which
tend t0 reduce the cost of capltal 1n rclatlon to that of
-flabour. If subsidies are granted they should apply to the
| JObS which are created and not to investments (1).’

114, It is not easy to coordinate the efforts of the AASM to
\prombts~industrializafion through régional agfeements'cfeating
viable economlc arcas., The 1ndustr1al choices are often .
painful. For all the 1ndlv1dual governnents which naturally
wish to defend th01r own national interests, they. 1mply an
effort of discipline or the renunc1at10n of operutlons Whlch

.

v‘are polltlcdlly Justlflcd at natlonsl levell

The difficulties experlenced in organizing the OCAM sugar
narket arec an sxample' Senegal, which is a member of thls «
agreement, has'pruferred to éreate its own'sugar industries by
'plantlng sugar cane as qulckly as poss1bls on 5,300 hectares
of land. Meanwhlle the reflnery which hag been bullt w1ll be
fcd with 1mported raw sugar bought on the world markcts and
not necessarliy at the pTlCo fixed by the producers under thc
Sugar‘Agreement '

1

Having regard to national iﬁterests, what govefhment.could
resist the.tempting offersof‘a fdreigh'company-which provides
evsry necegsary guaranfee and proposes to establish a sugar
1ndustry ‘When part of the proflt would €0 to consumers at a
reduced prlce°

115. - Slmllarly it has not yet been. poss1blc to set up the
- conuon market for meat in OCAM, There are, however, very

(1) These ideas were put forward by Mr. Martin, Chairman of
the Development aid Committee of the OECD, 1n a report
subnitted to 1ts Tokyo neeting on 15 Septcmber 1970

v \
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good prospects for developlng domestic traae in OCall between
the Sudanese countries whlch produce meat and the ﬂenscly
wooded countrles,whlch consume it. But it is not casy to
belance the interests ‘at stake here. . The consumer countries
consider that they are not adequately safeguarded by the draft
agreement which proposes to establish 'profitable! prices for
the pfdducérs. The proposed market organization was not
 confined to distributicn arrengements; 1t also stipulated.an
1ncrease in production and a systen of regular supplies while
prov131on was to be made for: protection agalnst 1mports fron
third countries. = The root of the problcm is that the african
States dc not have the resoufbes to set up a common narket
crganization with a system of intervention and financing similar
to that prov1ded by the European Guidance and Guarantee Fund
(EAGGF). ’ ‘

116. In the light of their own experience, ihé EEC States
will readily understand how difficult it is for the six, let
alone eighteen countries to set up, coomon narket organlzatlons
and rapldly harmonize legislation 1n sectors Whlch are
recognized as vital to the gconony.

117. In fact the associated States will do &ll they oan but
it is difficult for then 0 copy a pattern of devclopmcnt
applied elsewhere, bearing in mind their own partlcular context
which is unique\in maﬁy respects, .

While it is true that industrial development is the only.
way of ensuring a more acceptable standard of living for their °
inhabiténts industrialization is nu%‘a panacea.  The African
States are bound to notice that the type of prosperity
offered by 'industrial societies in the:western world and in .
eastern Eur0pe still creates dissatisfaction and new tensions.
The genural conoltlons of llfe in these. ccuntrlcs are such
that socisl tension does not dlmlnlsh as prosperlty 1ncreasés.

Collective thought must.be given‘to the deVelopment'of
mcdern,societiesland‘the Africans-cannct run the risk of
moderniziﬁg their coﬁntries on a foreignlpatférn'Which would
le@d~to an undesirable social and political revolution,

. CPL/CP/198/déf.
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'fChapter Vi - THE INLARGEMENT oF THE COMMUNITY AND ITS IMPACT
ON THE EBC—abaSM ASSOCIATION '

118. The cpening cof negetlatlons betWeen therEnrepean

‘ EéonomiC‘Cemnunify and four applicant cuuntries, including-

. the United Kingdonm (1), will n.t only raise the problem

of "establishing Association links between the enlarged
Community and - the depenacnt Communwealth territ.ries but also
7of the p0391ble ‘accession to the association of 1n6epcndent
african States which may wish to move in the. sane direction
~.and establish special ties With the‘enlﬂrgeﬁ Community;

The cnlargement of the Conmunlty and the foreseeable
‘fenlargement of the hssociation Gﬁtalls nany unknown’ factors
for the nASM and, consequently, some rlsks.

It is not ‘known ‘how many c- _untries will chcose ‘an :
as3001at10n furmula un the lines of the secund Yauunae
ConVentlon, nor 1s 1t known huw largc the new market will bc‘
or what economlc 1mpact it will have cn’ the agrlcultural
' pollcy and. cornen cohimercial policy. '

119; Which countries are llkely t> be a35301ated w1th the
 enlarged Commun1ty9' e - » o

Pirst and foremost Brltaln's Ass001ated States and .
Depeudencies (2) whlch may enter 1nto an assoclatlon w1th

!

(1) Dénmark, Norway ‘and Irelando

(2)\(&) Far East and Pacific “Ocean: Brunei, Pitcairn British
e Solamen Islands Protectirate, Gilbert and Ellice
, Islanes .New Hebrldes Tongao

(b)'ntlantlc Ocean" Bahamas Bermud@ Falkland Islandef‘-
- ‘and, Dependcncies, St. Helena anc Dependencies
'Brltlsh Antarctlc Territory.

(c¢) Caribbecan Sea:. Caymen Islands, British Honduras
’ . (Belize), British Virgin Island , Turks and Caicos
' I'slands, Montserrat, intigla, Dominica, Grenada,
St Chrlstopher - Nev1s—nngullla, St. Lu01a
St Vincent.' -

(a) Indian Ocean: 'Seychelles, British Indian Ocean
\ Territery. - - ., L e

§
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the enlarged Community in the same way as the existing asso-
ciated overseas countries and territories. The form of this
‘association would correspond to the provisions of Part Four
of the Rome Treaty and the decision taken by the Council of
the Communities on 25 February 1964, concerning the associa-
tion of the countries and territories; +this decision will
lapse on 31 January 1975 For the perlod 1ast1ng from the
date on which the Treatles of Accession come into force to
the’ date on whlch the aforementioned decision of the Courncil
'explres, 1mploment1ng procedures would havo to be negotlated
with the United Klngdom. These negotlatlors would cover
1nter alia:

(a) - Prov1s1ons on the- progreSS1Ve ellmlnatlon of customs
duties. and quantitative restrictions between the en-
larged Community and countries of this kind;

(b), 'Provisions on financial.and,technical cooperation:
principles of‘participétion by the enlarged Community
in aid grénted to Eritain's/Associated States and
‘Dependencies; |

(¢) . Determination of the:confribution by the Member States
‘of the enlarged Community to this form of aid; .

() TPixing the volume of aid and the procedures for grant—
ing aid to Brltaln S Ass001ated gtates and Dependen01es,

(e) ‘Measures concernlng the rlght of establlshment, ser-
‘vices and capital movements. e )

After 31 January 1075, identical rules would be appli-
cable throughout the Community'’s overseas countries and
territories and Britain's Assoclated States and Dependen01es,
these rules will therefore have to, be Worked out 1n due
' course.

o 3

.The prlnclple of the association of these terrltorles

(1)

-seems’ to. have beeu accepted on the basis of the procedures

/

(1)..~However, the case of Hong Kong is dlfferent because of
its. economic ‘situation and export trade which raises
special problems differing from those of the other

dependent countries.
ETEEES CPA/CP/198/déf.
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laid down for the overseas countries and territories. which
are already associated with the Community, a list of which
is appended to the decision teken by the Council of the
Communities on 25 February 1964. R

(1)

concérned, it‘seems that the eularged Comminity could make a

120, Ag far as the independent Commonwealth'States are

limited offer, at present to those African States with an eco-
nomic structure comparable to that of the AASM (2), These
countries would be able to choose betﬁeeh the dlternatives
envisaged in the Declaration of Intent issued in dJuly 1963

by the Council of the Communities when the First Yaoundé:

' Corivention was signed’ and renewed on signature of the Second
Youndé Convention in July 1969. o

 The text of the Declaration of Intent of 2 April 1963
which sets out the CommunityPs offers is as folldws: '

'0n the pccasion of the signature of the Association
Convention between the EEC and the AASM, the Member
States of thé EEC meeting in the Council, aware of the
importance of developing cooperation and inter-African
trade and desirous of signifying their will to cooperate
. on the basis of complete equality and amicable relations.
in accordance with the principles of the United Nations
Charter, declare that they are favourably disposed to
_ negotiate with non-member countries which make corres-
ponding requests and whose economic structure and pro-
duction are comparable with those of the Associated
States, with a view to Concluding agreements leading
to one of the following formulae:

) i

(1) Developing countries in Africa and the Indian Ocean:
' Botswana,_Lesotho, The Gambia, Ghana, Malawi, Mauritius,
Nigeria, Pierra Leone, Kenysa, Swaziland, T.nzania, Tonga,
Uganda, Zambia. - ‘

(2) For the countries in the Caribbean and Indian Ocean, the
problem .remains in abeyance because 1t raises special
difficulties. The economy .of some of these countries is
oriented essentially towards sugar exports but to differ-
ing degrees: sugar accounts for 80~90 per cent- ofthe
total exports from Mauritius, 60-70 per cdent from Bar--

. bados, abdut 20 per cent from Guyansg and Jamaica, and
5 per cert from Trinidad and Tobago. :

CPA/CP/198/34%.
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13

"é) Accession to this Conventlon in accordance with the
procedure laid down in Article 58,

(b) Association agreements entailing mutual rlghts and
obllgatlons, in particular in respect of trade,

(¢) Trade agreements designed to promote and develop
' trade between the CommunltJ and these countrles.

121. Referring to this Declaration‘of Intent, N;geria‘and
the three East Africah States (Uganda, Kenya, Taunzania)

. applied for an a350c1at10n with the Communlty in accordance
with the second formula..

It remains to be seen which 1ndependent Afrlcan coun—‘
tries would be 1nterested in. an offer from the. enlarged
"Communltx and which of the three p0551b1e formulae they o
kWould choose.,

122 The question as to whether more Afrlcan countries will
- accept -a formula of the type laid down in. the, Second Yaoundé
Convention W111 arise when the new Thlrd Yaoundé Convention
is negotlated, i,e,. after July 1973.

Accordlng to the declaratlon made by the Council of
the Communities on 11 and 12 May 1970, the gtructures of
3Athe ex1st1ng EEC~AASM Convention are to be maintained 31nce
they are con81dered an integral part of the- Communlty system
in the same way as the Treaty of. Rome and the regulatlons
based on it. ‘Tike the present EEC AASM Conventlon, the
a93001at10n formula laid down in the future Third Yaoundé
Conventlon would therefore 1nclude a sectlon on trade, a |
‘sécond section on financial and . technical ' cooperation with -
prévisions on the freedom of esteablishment, freedem %o Sup—- |
‘ply services and free capitalﬁmovement;~and a third section- -
on joint institutions. '

CIf the structures of the existing Yaoundé Convention:.
are retained, the‘implemehﬁing procedures and in particular
the preferential'afrangemeﬁts for trade and financial and .
technical cooperatlon will have to be negotlated between the

' CPA/CP/ 1 98/déf.
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i

enldrged Communlty and all the appllcant countries; this
‘may significantly . alter the content of the present Assoc1a—
tion. ‘

123. It is not pOSSlble to say at present which countrles
will apply for an as3001atlon on the lines of the Yaoundé
Convention and which will prefer an a33001at10n of the -
Arusha type or a simple trade agreement. "It is probable
tﬁat different 6ptioné will be chosén depending on the level
of development of the country concerned and the existing '
pattern of its trade.

- The questlon of renegotlatlng the Ass001atlon Agree—
ment with Nigeria, which Has never taken ‘effect, remalns
‘open.

- ' \

i For Ghana, Whose maln export product, i.e. cocoa, is
perfectly competltlve on the European market, an association
agreement of the Arusha type, enabling it to 1ncrease its
.exports to the Comunity, seems desirable. '

‘Slerra ﬁeone; Which exportdiiron ore, diamonds and
palm.011 to the Unlted Klngdom nay be 1nterested in links™ .
with the ‘enlarged- Communlty prov1ded that it is given flnan—
cial and technlcal a351stance.

The position of the three East Afrlcan States (Kenya,
Uganda and Tanzania), defined in the Second Arusha Agreement,
' is already known but it 1is dlfflcult to determine whether
they will opt. for renewal of -this Agreement when .it explres
4n January 1975 or whether they will prefer a closer asso-
c1at10n 6f the Yaoundé type.

/

The representatlves of Zambia have glven no 1nd10at10n .
~of their 1ntent10n towards an enlarged European Gommunlty but
Malaw1,‘acoording to statements made by its President, Mr.
Banda, on 29 ‘June last, would apply for -association with the
Common Market- 'at the same time as the British Government

applies-to Jjoin the EEC.'
. ﬁ CPA/CP/198/d4F.
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. Botswana, Lesotho and Swaz1land raise certaln problems
because of the customs unlon between these countrles and
South Africa. . '

124, On the basis of these rather rudimentary facts and
other more specific irformation, it is possible to make a
number of reéasonable- assumptions on the effects which en-
largement of the Community would have on the 18 AASM; it
is also'ﬁossible to show the drawbacke and advahtages which

therelwould'be for each of them.

125. Three factors combine to suggest that it w1ll be dlffl—
cult to maintain the preferential system applled under the
ex1st1ng association; firstly the coming into force of the
Arusha Agreement'which grants the commercial arrangemenfs
specified in the Second Yaoundé Convention to the three East
‘African States (Kenya, Uganda, Tanzania); secondly the pro-
bable application in 1971 of generalized preferences for
manufactures andfsemiamanufacﬁures‘originating.in all the
developing countries, and thirdly the entry into the Asso-
ciation during the next four years of the United Kingdom's
A35001ated States and Dependen01es whlch would benefit from
the new trade arrangéments.,” - ‘

. The Communi by and Commonwealth tariff preferences

raise major difficulties. - The United Klngdom made more con-
cessions than the Community during the Kennedy Round. It is
theréfore doubtful whethér it will agree to the commox cus-
toms tariff at ite predent level;y if it does, it.would have
to re-establish on many tropical products, such as coffee,
cocog and palm oil, the duties which it cut or abolished in

-accordance with the policy expressed repeatedly at sessions
'of .GATT and UNCTAD, How would GATT react then? Is there
not a risk that the tariffs of the enlarged Community will
be harmonized at the lowest level, i.e. at the level of the
United Kingdom backed by GATT? Does this mean that the
tariff preferences of the enlarged Assoc1atlon are to be
reduced stlll further° ' T
.CPA/CP/198/aéf,
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126. It must be recognized that enlargement, of the EEC-AASM .
Association to other countrles whose products compete dlreotly
with those of the AASM and whlch already sell their products
at competitive prices on the Communlty‘market,w1thout tariff’
preferences will to all ‘intents and “pufposes compel the 18
. Btates to fall inté lire very qulckly with world market
prices so as "fo maintain their ex1st1ng outlets in the Com-
'munlty‘W1thout.alloW1ng thelir new partners in the "Assécia~
tion to steal a march on. them. - This is particularly true
| of products Such as cocoa, coffee, ‘bananas and palm 011

127. JAdmittedly the AASM may gain'access'tolnewﬁmérkets in®
the.United‘Kinngm, Denmark, Ireland and Norway., But thisg® :
advantage does not appeéar certain in the itmediate future.
The United Kingdom buys dlmost all its supplies Jf tropical-
products in the Commonwealth. 99 per cent of its impdrted
cocoa, 90 per’ cent of its’ coffee, 99 per cent of its. ground-:
nuts and groundnut 0il, 100 per cerit' of its palm 0oil pro=
ducts 'and copra and 99 per cent of-its bananas come from the

(hmmmmwjh(”." S ‘

. '\ . A N i
" .

-

128. Turning now. to agricultural products which compete with'

similar Buropean products, the problem is disturbing. If
the common?agricuiturallpolicyfremaine as it ie at present
‘nith'its stringent system of protection,and‘all the indica-
tions are that there will be nd changes sirce the Comimnity-
has clearly informed the four applicant ‘countries that they”
must accept the comumon agrlcultural pollcy,regulatlons as
they stand, the Communlty'W1ll ‘besome” increasihgly réstric-
tive and will have t0 take even “stronger defensive' measures o
against the 1ncrea31ng quantltles of competitive products
offered ‘on its market by all. the Associated States. This -
will apply tof oleaglnous products, sugar, maizeé, rice .am
othef'cefeals; as-well as ffuit and Vegetableéy

P -
. 1

(1) Information supplied by the- Secretarlat of" the Coordi~+:.
natlng Commlttee of the AASM L
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4

The only alternative would be for the Communlty to

] adopt the more favourable arrangcments granted by the United
Kingdom to the Commonwealth countries. Unlike the Community
which applles a policy designed to protect its agricultural
products while maklng some allowance for the interests of the
AASM, the United Kingdom, which imports a great deal, grants
- substantial preferences to the producing countries of the
Commonwealth. This is the case for sugar, oleaginous pro-—
ducts, canned fruit and fruit Juloe. In the case'of these
producfs a way should be found of aligning, the new agrrange-—
ments on the most favourable system, i.e. the Commonwealth
system. ’ ‘

- It should therefore be possible to negotiate an agree—
ment on the lines of the Commonwealth Sugar Agfeement on the
basig of the new situation resulting from the sugar require-
ments of the enlarged Community. This would be a very use-
ful concession to the AASM and would go some way towards
balancing the disadvantégesfiﬁourred by them as a result of
“increased competition from their new partnersiim7the Asso-
ciatiom; o '

‘129. In short, it is almost certain that the system of
tariff and trade preferences enjoyed today by the 18 countries
will be changed both in its implementing procedures and in

its effects. A new economic &ituation will arise for the

AASM from the changes to be made shortly - which may well'
not be the last - -in the common customs tariff and also
from the extension of preferences to an 1ncrea31ng1y large
number of countries whose products compete with those of the
AASM and whose economic structures are not comparable with
those of the Associated States, whatever may be said on this

(1)

PO

subjeet. In fact, through their 1evel of development the
three East African countries, as well as ngerla and Ghana

(1) Aways assumlng that these countries are interested fin
an agreement with the Community.
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.are better placed than most of ﬁhe AASM to sell thelr products.

130, It is already knowst that the countries’ which have ap—
plied ™ for memberShlp ‘ot the Communlty are Wllllng to subseribe
to' the' financial undertakings of the EEC. They will there-..
fore’ have %o share in the contrlbutlons of the European R
‘Development Fund. Information obtained in 1968 -also shows
that the totsal aid received byethe Commonwealth countries
which are ' likely to enten into, an association would be in_ .

- the same order of’ magnltwde as thaﬁ granted to the AASM. (1)

. A

At all events the flnal paragraph of Artlcle 60 of the |
Yaoundé Convention stlpulates that the accession of new mem—
bers to the Asscciation 'shall not ‘adversely affect: the ‘ad~
vantages accruing to the Associated’ States 91gnator1es to
thiS>Convent10n-from the prov151ons-relat1ng‘to flnan01al» ‘
an® teehnical cdoperation;J"'- N | '

; Lok . " .

131, The prlmary a@vantage acorulng to the AASM from an en-
1arged Assceiation would be the promotlon of reglonal economlo
‘grouplngs thus helplng 1n the 1ong run to\strengthen Afrlcan‘
unity; with this prospect in view the 18, Associated States
would certalnly be ready to make conoe551ons. C T

t

The second advantage for all fhepartners 1n the Asso—;
clatlon could. be the creatlon of an economic, and tradlng bloc
~ ;consisting:of the enlarged Cowmunlty and 1ts A53001ates, -
whlch could speak, with a single voloe in world. organlzatlons
(UNCTAD, IMF, GATT) ~at the Very least the- harmonlzed p031—
tlon of such- a bloc would lend it a force of. persua31on whlch
Would have polltlcal repercu581ons. \

L

(1) . Information’ supplled by the. Coordlnatlng Commlttee of
‘ the AASM, .

. 1 .
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CORCLUDING REMARKS .

132. The Joint Committee felt it necessary to make a lucid
analysis of the situation fa01ng the Association at prcsent

After noting the changes which are taking place in the.
association because of the gencral world situation and develop-
ments in the Menmber States themselves, the Parliameﬁtary
Conference must now forecast future trencs and approach these
developments in a realistic and positive frame of nind. )

133. Thc process of tariff erosion in the Assoclatlon is
dlsturblng for the AASM because of the very nature of their
econonic structure which necessitates a series of measures to
protect agrlcultural products until. such time as industrial-
ization becomes a sufficiently strong force in the economy.‘

At the same time measures encouraging development are necessary
to accelsrate this industrialization and allow an increase and
diversification of trade in a range of manufactured products
which would be less subject to fluctuations in market rates than

primary commodities are.

The development of EEC/uiSM trade since the beginning of
the iassociation shows that the system of tariff preferencebd
cannot on its own allow rapid and harmonious development of
/trade between countries which have reached very uneven levels
of development, ' S ‘ ‘ '

The Cemmunity itself now realizes that tariffs are
beconing increasingly inadequate as & component of a dynzanic
commercial policy. ‘ ‘

134, However the Comumunity which is involved in a network of
worldwide responsibilities, must not precipitate the movenent
of tariff~disarmamsht and suddenly abancon the whole commercial
policy of ‘the iAssociation. Such action would have disastrqus
consequences for the, associated States.

In the past five years the Community policy - whatever
the principles underlying it may have been - has led the AASMY

CP4/CP/198/déf,
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(1) To give up guaranteed prices for their esseh%iei:pfoduc%s"“
and abandon theif privileged'outlets'on_certéin impo;tant
narkets; ' S

(2) To accept since the Kennecy Round, successiVe reductions
’ 1n tariff preferences on & nunber of primary commooltles
whlch are essential to thblr economy ‘

(3)‘To share their reduced prefercnces on priﬁary comnmodities
with other Associated States in East Aifrica, end, in, the
near future, with cther african States whose products
coapete with thelr own and whose level of development nekes
them nore compctltlve,' : L ;

(4) Bo accept willingly it is true, the introduction of

o generallzed prefcrences for manufactured proéucts .\

'orlglnatlng in all the GevelOplng countrles but subgect
to conditions and a time schedule Whlch dld not correspond‘

'exactly to their wishes. ‘

Under the UNCTAD systems of general;zed preferences in
their present form" : '

(a) The ALSM run the risk of losing access to the 'pr1v1leged'
Community market which in principle is open to them, but
.on which the AASM will face conpetition from other more
industrialized and competitive countries;

(b) The developed countries have given no specific commitment
_on special measures‘to assist the less advanced countries
or to compensate the damage which the AASM nay suffer as a
result of appllcatlon of " the systen- (cxcspt for the EEC
' Wthh has prov1ded a. speclal safcguarﬁ clause), '

(c). bs yet the »iSM have no assurance of access to certaln
importent new markets such as the American market.

135. Faced W1th this rdpid deveIOpment what has the
Community . done to compensate nore satlsfactorlly the erosLon
- of the preferences and guarantees from whlch the- 4ASM used:
to benefit? '
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For several years now the Community has shown its
1ntentlon of applying a nunber of different measures and in
partlcular of reguldrizing the narket prices. of primary .
commodities at & stable and profitable level if 90851ble by
concluding worldwide product agreenents, or taking measures
to protect the AASM within the framewdrk of the Assc01atlon
. until worldwide agreements can be implenented. HOWever, this
objective has tended tu fade into the background while -
preferences have'effectively.been reduced. The initiative
‘taken by the Parliamentary Conference and the Cummission of the
Communities which submitted reaSonable pr0posals when' it
appeared that the second Yaounde Ccnvention would be renewed
has been rejected by the EEC Council because of oppos1t10n fronm
certain governments underApressure>from their business inter-
ests Whose sources of suppiy and narkets dc not lie in the
ALSM . ~ ‘

Bupport for new precduct agreements is slowly but steadily
growing throughout the world. |
136. In éddition the Community rightly recommends a sales
promotioh polioy‘to take over from the previous tariff measures.
The new Conventlon embodles proposals for many important ‘

' measures and the EEC Comm1s31on has not been slow in taklng .
the 1n1t1at1Ve, but 1ts action can only succeed if all the
Associated States 1mmed1ate1y take v1gorous steps o change ‘
their commer01al structure and bring about econonic regrouplngs
enabllng an enlarged and economlcally -viable market to be _
created. But this is a slow prooess and it will be a long
tine before thesc sales promotlon neasures bear. fruit.
Meanwhile the aaSM may encounter dlfficultles in the next five
to elght years.

137. The progress1Ve increase in’ flnan01a1 aid under the
first Yaounde Convention was even more narked under the second
Conventlon. This is an 1mportant factor.

But it nust be noted that in contrast to the policy of.
other multllateral ald orgdnlzatlons including the European
Investment Bank the crlterla according to which the
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European Development Fund grants aid. cannot simply be those

of economic viability. The European Deveiopment Fund was
founded spe01flcally to play a part in compensatlng imbalance
between the elghteen AASM States and to give the least favoured
anong thert better prospects of development through approprlate
gid. - . ‘ B . :

138. ' But this financiel aid on its own is not sufficient
either. It is not thé essential aspect of the agsociation. )
As our colleague Mr;'Spénaie so pertinently stated:to the Joint’
Committee 'the Comnunpity cannot fully compensate the loss of
commercial,advantages by-financiel aid. If & country loses -
part of its export income and if the latter is restored to it
.~1n the form of financial aid this only conpensates- the
budgetary 1mpact of the loss of earnings but no wealth is
‘created with the attendant cconomic effects and social impli-
cations. 'In addition as financial aid@ becomes increasingly

'~ important it creates dependencs, whereas a sound commercial

policy creates free partners.” The specific aim of the
Association was to promote;adequate expansion of the econonies
of the eighteen AASM through>a harmonidus balance of commercial
end financial measures, so that in the long run financial
assistance would no 1onger be necessary between economlc
partners who would have become less unequal If the Communlty
fails to take sufficient steps to promote the development of
trade and economlc expans1on in the nssoc1ated States the
ultimate result will be the oppos1te of what is des1rab1e' .

in one case the Associatlon will Hhave suocecded in the other :
it will have falled.

139.. The Connunity has also embarkeo upon the road of
-industrialization of the AASM. The second European Dcvelopment
Fund and the loans granted by the European Investment Bank

are contributing to the completlon of a number of industrial
projects and others shouléd follow during the validity "of the
second Yaoundé Convention thanks to the new instruments and
addltlonal crodlts stlpulated in the latter.

. o :

orn/br/iga/aéf.
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The -important oontribution which the Community is
already making in ﬁhié,sector will be stepped up still further
Jln the future. ' ‘

But the 1ntruduct10n of generallzeo proferenccs will
unfortunately be a handicap tu 1ndustry in the AASM unless
thése preferences are acconpanied by the sssential guaranteos
laid down im New Delhi which would make then acceptable 1o
the »ASM. It is paracoxical for the Comnunity o contribute
towards the creatlon of industrics in thé 4ASM when the
external narkets for these industries are threatenod from the
outset. Some industries which have been created with the aid -
of the European Development Fund are}alreaéy enccuntering
serious diffioultieé. In their desire'to indicate their
éolidarity with the 'Group of 77', i.e. with all the under-
‘developed countries, the 4AASM have probably not realized all -
the implications and risks which the proposed systbm may

[

entall for their own industries.

, 140. For the AaSM, generalized proferences ars 0um1ng ‘several
years too soon‘befure their industriulization has 4cvanoeﬂ
sufficiently. and their ccononies gnawn otrong gnough§”. moreover
‘the measures accompanying a development policy which would
enable then to fight’this commercial battle on an equal

footing and other monsures $o counteract thclr worsened trading
positions have not yet been taken.

141. Reference is made repeatedly to Resolution (IT) 21, of
the New. Delhi 'Conferénce on generalized preferencés but the: .
-other resclutions adopted ananlmously by the 132 partlclpants
in this Conference, in partlcular the resolutions on prlmary
comnodities, have been forgotten by the Government offlclals in
the rich countries. -While the latter have taken rslatlvely
rapid neésures on the problem of generallzed proferenoes they
have not shown the same haste over the resoclutions relating

to prlmary commodltles and the financial measures necessary 1o
increase their overall aid to a level corresponding te 1 per

CPA/CP/198/céfF.
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cent of their gross national- procuct (1). Of the three
resolutions adopteu at the first UNCT&D Conference, the one on
generallzec preferencesws the easiest for the rich countrles

to 1mplement 1&meg1ately 51nce it 1nvolveu few risks for their
own nenufacturcd proaucts. InCeed the procductivity of their
1n6ustr1es is. S0 hlgh that. for thb ten years’ 6ur1ng which
generalized prgierences w1ll be appllcable CumpctlthH from new,
industries in the OLVGlOplné countrles will be casy to withstand
and non-existent in the, case of afvanCLE tcchnology industries.

Many othar rneasurcs W1ll have to be. takcn during ﬁhe next
development decade in addltlon to gcnerallzed prefbrences,

142, The. Communlty mist therefore keep a-close watch on the
progress of the hAsscciatiod and env1sagu a2 'lucid overall and
coherent pollcy accompanlbd by & range.of” élver31f1ed mcasurcs
in the commerc1al and financial sectors. 1f the basic ﬂbaectlve

of the hssociation is to be safeguaracd.

"It 1s the duty of parllambntarlans in the 24 Statbs to.
draw the attentlon of the executive bodies to the problems of
the 535001at10n which appear 1mportant tc them and also to the
neasures whlch should be taken in the faturu.

- Having regard. o thc probable enlargemcnt of the Cummunity-
w1th all the consequences thls Wlll have for the Lssociation, '
the Parlianentary Confercnce must 0uopcrate 'with the EEC
Comm1s51on and the A83001at10n Council in & review of all the
ex1st1ng measures. It must show inaginaticn and balcness 1n
pursulng the ultlmatb ain of the nSSGOlathH which remalns '

‘unchangcd.

(1) On the other hand the six EEC Member States have oomplled
with this recommendation sincc the total aid granteﬁ by
ach uf then excceds. 1 per cent of thelr natlonal.procuct.

- oP;;/CP/:L98/a éf.
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: ANNEX T
RECOMMENDATIONS Nos. 19/II and 20/1I1 4DOPTED BY UNCTAD IN

- — —_— — " " ) > o ot S o S Y S ol U D S Sl S Y D SO S e T I S ST P A T D Y S, o WY SR M A G et it SR

stabilization of commodity prices (I)

s o o — o i T o o ol T S 2o Y I A} S A e} AL SR W o Dt S} R S e D S e

The United Nations Conference cn Trade and Duvelopment,

Reaffirming the impocrtance and urgency of so conducting
commodity trade as to make available to the developing
countries external resources ¢f which they stand in grave need,

Noting the resclution on commodity price stabilization
adopted by the Board of Governors of the International Bank
for Reconstruction and Development (IBRD) and of the Inter-
national Monetary Fund (IMF) at the Rio de Janeiro session in
September 1967 (2) requesting a study of. the conditions in
whieh IMF, IBRD and the International Development Association
(IDa) could participate in introducing suitable machinery com-
prising commitments balanced as between producer and ccnsumer
countries and allocate the nccessary funds thereto,

1. TEmphasizes the importance of the role of IMF,
IBRD and IDi in helping to solve the financial anc development
problens arising in world commodity trades , *

2. Calls the attention of these agencies to the impor-
tance it attaches to the study rcquested of them in the above-
nentioned resolution; :

. 3. Expresses the hope that this study will contribute to
the soluticn of commodity problens; :

4. Further expresses the hupe that these agencies, in
preparing the study, will concentrate, inter alia, on the
problems of financing buffer stocks an¢ diversificationj

5e Requests these agencies to transmit the study to
UNCTaD, in view of the latter's responsibility, as defired in
General #4ssembly resolution 1995 (XIX) of 30 December 1964, for
the framing and inplementation of an intermatiomal -policy on
commodities.

77th plenary meeting,
26 March 1968

51) The Conference adcpted this ress>lution with one abstention.

?2) Resolution 22-9 - Stabilization of prices of primary
products, adopted on 29 September 1967, by the Bourd of
Governors of the International Monetary Fund, in joint
session with the Boards of Governors of the International
Bank for Reconstruction and Development, the International
Finance Corporation and the International Development
Association (see IMF, Summary Proceedings, Annual Meeting,

1967, - 280). CP./CP/198/amn.T
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20 (ITYy, - Guarantced minimum agriculturel “indoéme (1) =

The United Nations Coﬁféfehcé,on Trade and Development,
_‘Recalling &rticle 55 0f the Charter of the United
Nations which prowvides,- inter.alia, that the United Nations
shall promcte 'higher standards of living, full employment,
-and conditions of economic and social progress: and develop-
ment', : ‘ ! .

Consicering that the existence of réasonable and. stable.
remunerative prices for primary commodities exported by the
developing countries would help tc ensure, for the producers
of such- comnmodities, an enhanced and nore equitable purchasing
Jpower, . .0 o ‘ . ‘

: 1. Emphasizesjthat feﬁﬁnérative prices foffﬁrimary ,
- commodity exports would help the Governments, of the developing

countries to ensure a reasonable incone for the producers;:

B ‘2.;h thes Wifh‘interest the prbposal in the report of
the First Committee of the Ministerial Mgeting of the Group of
77 contained in the Annex I to the Charter of algiers, (2)

- 3." Requests the Sccretary-General:of UNCTLD, in co-
operation with the cumpetent specialized agencles, to submit
to the next session uf the Committee on Cumncdities an outline
of a first study on the possibility.of defining the elements of
ca.nininun agricultural income for wage-ecarning and othér

- procducers of primary commodities in developing countries and

the links which could be established between such a minimum’
agricultural income and an organization of trace in primary
©conmodities of interest to. those countries, R

T7th plenary meeting, °
"26 Mareh 1968

\(1) The Qohferénge adopted thiszrésOlutibh without diSéent.

. (2) ™p/38/sdad.1, Annex I,
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ANNEX TI

\

EXTRACT FROM THE REPORT OF THE BOARD OF aUDITORS OF THE
EUROPZAN ECONOMIC COMMUNITY ON THE 1969 4CCOUNTS OF THE
EUROPELN DEVELOPMENT FUND '

(Doc. PE 117/III B 1970-71)
a. The first comment relates to .the very scrious delays
affecting the different stages for implementing the projects
financed by the EDFj these stages are as follows:

éa) From subnission of the project to the decision on financings;
b) From the cdecision cn financing to the first call for tenders
(c) From .the call for tender to the start of work,

(a) From the start of work to provisional acceptance,

(e) From provisional acceptance to completion of the project.

The time which elapses between the datc on which a project
is submitted and the date of the first call for tender which
marks the beginning of the inplementing stage often exceeds:

_ two or three years. The date on which the decision on
financing is’ taken within this period varies. In this sphere
there is a conflict between the political option consisting

in acceépting a very brief initial draft so as to meet the wishes
of the Governments rapidly and the technical and economic option
which consists in awaiting the results of the studies and
preparation of the complete plan for implenentation before tak-
ing the decision on financing. . .

The choice seems to depend cither. on the political clinate.
or on the nature of the projects. " S '

The second formula would be preferable if the time taken
to finalize the project before a decision is reached really
enabled the subscquent stages to be speeded up. But this is
often not the case. In addition the central administration -
of the EDF is perhaps not properly equipped to nake this
preliminary exanination and it is surely uhdesirable for the
authorizing office to be called upon to act as a technical
assistant to the beneficisry Government at this stage. .

For the first EDF in general, the lack of adequate forward
plenning and the relative rapidity with which decisions on
financing have been taken explain the abnormal length of the
stage of finalizing the files before calls for tender can be
issued. This preparatory work is' entrusted to study offices
which never respect the contractual time limits; the result
is that the files areé often imperfect ‘and incomplete.
Prepardtion of the tender documents then gives rise to inter-
minable correspondence between the Government responsible for
the project and the EDF administration and in many cases
supplementary conditions are often introduced at a late stage -
thus' delaying still further the date on which tenders are opened.

CP4/CP/198/ann . II
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The celays are agaln excessive botweun the date on which
the offers are opened anc the late on .which the contracts are
gigned.' They are due to an imprecise Gefinition of the’
respective responsibilitiés of the Government concernec, the
euthorizing office and the EDF administration in cvaluating the
offers and in meking a final choice of the suppliers this
lends to lengthy negotiations and celays in appending the
final signatures. x : '

 AI1 too often gaps in the tender dotuments mean that
negotiations have tc be re-cpened with the chosen supplier
to introduce new elements in the contract or take intc
‘account chahges made tc the programme in the meantime.

‘ Ehé effects of these celays can be lessened by. sending an
order' letter or issuing & service order before the contract
ig signed, but theésc progcdures entail. cther drawbacks.’

By comparison delays\iﬁ actual implementation of the works
appear less disturbing. The administration is then on stronger
ground because of the penalty clauses applicable in the event

of a delay. At .this stage Jifficulties arise more often

than not from shortcomings in the management and supervision of
the works irrespective of whether these gervices' are provided
by. the local administrations or by a specialized offices

~ after .provisional acceptance of the works, the ‘completion
of the contracts and definitive closure of the projects'still
. require many months during which disputes frequently arise '
between the contractors, the responsible Guvernment and the’
EDF .aéministration, in particular with regard T application of
the penalty clauses pr alterations necessitated by cdefective
‘workmanship. B ‘ o
b.r The seccnd general comment concerns the problems raised
by the completion of studies; thessc problems affect both the
. time required for implementation and the quality of the work.
More often than not there ié a delay of;several mnonths but even
then the projects arc inadequate and the implementation files
~incomplete so that operations cannot begin effectively.

For reasons of geographical distribution application of the

quota rule may well have led to a neglect of the rules of
. technical competence while studies have been. entrusted to
offices which are not well informed of the conditions of ¢
- economic life in africa. L ' ‘ o

A In adlition the EDF acministration does not séem‘to be

in a: position to teke financial sanctions when time limits

are exceeded or when there are inadequacies in the project
which are duly ncted by the competent authorities.. The clauses
in the contracts cculd well bec more precise on these particular
points. ‘ ' ‘

"0Pu/CP/198 /4NN .
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Similarly it would sometimes be Cesirable tc make a more
realistic appraisal of the practical vossibilitics of the
projects in which investments are made and of the funds which
could be allocated to cover expenciture on maintenance, running
costs and renewal which are all necessary curing the operation
of these projects.

4n inadequete preliminary appraisal >f the prsjects or
failure to forecast recurrent costs always rsduce the
viability of the financed projects subetantially and lead to
inadcquate use of capital goods or cven to their rapid dcter-
ioration.

C. The final comment concerng the prucedure for reviewing the
agreenents on financing. These scem to be too directly

linkec¢ to¢ an observance of the financing ceilings (with a margin
of +15 per cent). But sweeping changes mads during imple-
mentation affecting the time required for completion or the
basic consistency of the programme, OI' more often than not both
these factors at once, do not always lead tv a review of the
agrecement if the overall financial comnitment has not been
exceedel. Very often, however, these changes. completely
distort the significance and scope of the project which formed
the basis for the decision and the agreement 1o provide financ-
ing.

CPiw/CP/198/4NN.
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