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The Overseas Development Institute in conjunction with the Society for
International Development (United Kingdom Chapter) sponsored an Inter-
national Conference on 26-27 April 1971, on the implications for devel-
oping countries of United Kingdom entry into the EEC. The venue was
The Royal Society.

The purpose of the conference was, first, to improve understanding
of the institutions and policies relating to developing countries of the
United Kingdom on the one hand and the EEC on the other; second,
to judge and compare the good and the less good qualities of each,
with a view to ensuring that harmonisation of policies would be so far
as possible on the basis of their highest common factor; and third, to
make progress in clarifying and defining particular problem areas and
countries.

The conference was successful in all these aims. The major ingredient
in this success was the high quality of the papers presented at it. The four
main ones are included here, together with an extract from the opening
address by Lord Campbell of Eskan.

Two of the papers were prepared in Britain. One is an official view by
Anthony Kershaw, MP, of how Britain sees the developing countries in
the context of the negotiations: the other is a contrasting ‘unofficial’
critique of EEC trade policies by David Wall. The other papers were pre-
pared in Brussels by two officials from the EEC Commission, Gerhard
Schiffler and Charles van der Vaeren, who took part in the conference in
their personal capacities.

With all complex and important issues, it is to be expected that there
will be controversy as well as consensus. So it was here. Most participants,
however, felt at the end that there had been progress through argument
and discussion towards some measure of agreement. This process is some-
thing which it is both very difficult and also very important to reflect in
a report of the proceedings. It has been admirably achieved by Tom
Soper in his synopsis of the discussions which precedes the other papers.

The volume concludes with a note on the EEC’s common agricultural
policy by Christopher Trapman of ODI, and useful statistical appendices,
also compiled within ODI.
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Report of the conference

Tom Soper

1 The broad issues

Introduction

With the intention of informing and clarifying the complex scene of
Britain, the Community and the Third World, the Society for Inter-
national Development and the Overseas Development Institute convened
an international conference of officials, business and academic partici-
pants, to discuss and analyse the present framework of Community
relations with the less developed countries of the World (LDCs) and the
problems and issues that presented themselves in the light of the British
application to join the European Community. This was not a seminar
to debate whether or not Britain should enter the Community: the inten-
tion was to examine and comment on the framework that already existed
covering trade, aid and investment, a framework that the Community
had been building up over the past twelve years; and the possible effects
that British membership of the Community would have on relations
between the industrialised rich countries of the world and the poorer
developing ones.

What was quite clear — and this produced no dissent at all — was that
the relationship between an enlarged Community and the LDCs was no
marginal matter. In terms of capital flows — both public and private —
in terms of technical assistance and in terms of markets for the products
of the LDCs, this particular group of western European countries was
of crucial importance. And it was perhaps the realisation of this that
made it necessary at the beginning of the conference to deploy arguments
portraying the record of the Community towards the LDCs both in its
most favourable light and in its least favourable — but with the aware-
ness that such a presentation was inevitably something of a caricature on
both sides.

A Ciritical View
The critical view presented the Community in a sombre light.

Firstly, it was argued that Britain was seeking membership in ocder to
exploit opportunities inside the Community — opportunities that were by
no means assured — and that to do this she was apparently willing to pay
something of the order of £500 million per annum in support of a Euro-
pean agricultural system which in itself was highly controversial and
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subject to criticism from both within and outside the Community. This
figure of £500 million was more than twice the gross British aid pro-
gramme to the LDCs, and it was suggested that this was a telling indica-
tion of the relative order of priorities that the British Government had
in these matters. The Community, the conference was told, clearly
regarded self-sufficiency, as exemplified by the Common Agricultural
Policy (CAP), as its first priority, and Britain was subscribing to this.

Secondly, the whole case for a larger British contribution to the devel-
oping world through trade and aid operations rested on the assumption
that the United Kingdom economy would expand in the dynamic envir-
onment of the European Community. But, it was suggested, there was
no proof that this would be the case: indeed the full weight of much
authoritative economic analysis had gone in precisely the opposite direc-
tion, indicating that the British economy would be more likely to suffer
than flourish in the present Community framework. If this were the case,
then however much we might wish to help more the LDCs, we should
not be in a position to do so; especially if we were under balance of pay-
ments pressures.

Thirdly, the European Development Fund (EDF), which was the chan-
nel for Community aid to the less developed countries, had not been
created with the objectives of making an efficient instrument of aid, but
simply as part of the bargain between France and the other five members
of the Community who had, for European political reasons, agreed to
share the burden of maintaining France’s former dependencies overseas.
Furthermore it was less than international in scope, being partial in its
geographical coverage and excluding operations in India and Pakistan -
two of the most important of the LDCs in terms of size and need.

Fourthly, so far as trade was concerned, the LDCs’ share of total EEC
external trade was falling, and represented a smaller proportion of total
imports into the Community than into the United Kingdom. As for the
Community offer under the General Scheme of Preferences (GSP), this,
it was felt, was not all that generous. Further, the main thrust of EEC
trade with LDCs was on the basis of preferential trading blocs, thus
splitting the world into exclusive groups, with benefits accruing to one
group — the associates — at the expense of those LDCs not assocjated.
The USA had condemned this and had made it clear that their own
GSP would not be applicable to any country that, under the Community
association arrangements, gave reverse preferences or benefited from
‘special’ preferences, such as under the Yaoundé scheme.

Thus, from the points of view of the Community’s internal develop-
ment policies, its aid framework and its trading relations covering form,
content and purpose, the Community was depicted as an organisation
whose record and objectives left much to be desired. Its whole raison
d’étre was to protect and prefer those inside the Community — with
certain exceptions for a special group of outsiders —~ and it was by its
very nature inward looking.



As it was the declared policy of all parties in Britain, whether in
power or opposition, that the future of the developing countries was of
vital concern to the United Kingdom, it was relevant to ask whether
the European organisation that Britain was seeking to join had attitudes,
machinery, policies and intentions that were broadly in accord with
British views.

A Favourable Appraisal

The favourable presentation of the record of the Community identified
broadly the same areas of activity as did the critical case, but emphasis
was placed on a somewhat different record of experience and interpret-
ation of it. It was true that LDC trade as a proportion of total Com-
munity trade had fallen, but it was pointed out that this was a world wide
phenomenon and the EEC record was no worse, indeed probably better,
than others. The increase in trade between the Community and LDCs had
been greater than that between the USA and LDCs, or between the
United Kingdom and LDCs. Further, trade between those countries not
associated with the EEC had increased more rapidly than with those
associated, thus giving the lie to those who claimed that the EEC was
exclusive in its relations with developing countries, and that it was
benefiting one group at the expense of others. It was conceded that
association was originally conceived as a somewhat exclusive link-up
primarily for French speaking ex-dependencies, but this was regarded as
no longer the case: other non-francophone countries had become assoc-
iated, and the chances were that following British membership still more
would do so. The EEC’s performance on tariff reductions in the Kennedy
round was seen as satisfactory, and a scheme for generalised preferences
for LDCs was to be introduced in 1971.

As for special association agreements, it could be argued that the
more there were, the less exclusive they became; and thus this could
be seen as a step towards reducing barriers to world trade, not as an
extension of the barriers. Furthermore, one had to look at trends, and
when a comparison was made between the tariff structure of the Com-
munity today and the structure of the national tariffs of the individual
members of the Community twelve years ago, the developments were
remarkable. The Community, it was maintained, had become more
outward looking over the past twelve years than the trend for each of
the member states would have individually indicated, and there had been
a marked change of direction from exclusive discriminatory protection-
ism. The aid record of the Six was described as good, both at the Com-
munity level (comprising the operations of the EDF and the trading
agreements) and at the member state level with the individual bilateral
programmes. Indeed on aid as a percentage of GNP, Belgium and France
and Holland had better records than the United Kingdom, and though
none had reached the UN target of 0.7%, of GNP for official aid, all
members of the Six had met the target of 1%, of GNP for total flows.
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The European Development Fund was operationally very good, and
the institutions set up under association agreements represented a new
approach to a co-operative endeavour, between industrialised and non-
industrialised countries, that was proving highly successful.

From the point of view of the British Government, although it was
recognised that there were differences of emphasis and of method in both
the United Kingdom and the EEC in dealing with countries of the Third
World, there was no doubt that both the United Kingdom and the Com-
munity were moving in the same direction and shared a similar outlook.

This, then, presented two divergent views to the conference; but in
reality, the majority of human institutions are neither wholly evil nor
wholly good, neither completely useless nor totally efficacious. One is
throwing a dice that shows up more regularly with threes and fours than
with sixes and ones; and so far as the Community was concerned, and
possible British membership of it, the issues were inevitably very blurred.
One was not coping with static conditions, but with something that was
changing already and would change still further if the Community of
Six turned into a Community of Ten. What one was seeking to do at
this conference was not to try to chalk up points for or against the
Community and British membership of it, but rather to try to find,
in the words of the Chairman, Lord Campbell of Eskan, the highest com-
mon factor derived from what Britain could offer to the Six, and from
what the Six could offer Britain, for development in the Third World,
It was to an examination of this that the conference turned its attention.

2 Aid and the European Development Fund

Looking in more detail at the European Development Fund (EDF), a
number of considerations emerged from the conference discussions.

Firstly, the Fund had to be seen as part, and only a relatively small
part, of the total aid effort of the member countries of the Community.
The bulk of aid was still bilateral and channelled to Asia, Latin America
and Africa in the light of individual decisions of the member govern-
ments. The European Development Fund was a Community aid instru-
ment, and although related to bilateral operations it was separate from
them.

Secondly, although initially created within the framework of a colonial
regime, this had now changed. The Fund under Yaoundé I, and more
particularly under Yaoundé II, was the result of negotiations between
the six member countries of the Community and the eighteen Afro-
Malagasy associates, who were sovereign independent states. Within the
institutions of the Community and outside, these states had criticised
certain aspects of the Fund’s operations, but they had clearly been
sufficiently satisfied to engage, after the initial implementing convention
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of the Treaty of Rome, in two other regimes of association.

Thirdly, although recognising that the six member countries were by far
the stronger partners in the initial negotiations setting up the Fund, and
in the subsequent executive framework of institutions that had been
created, attempts were being made to incorporate the LDC associates in
such a way as to enable them to play a part in the decision making
processes. The Association Council, the Committee of Association,
the Parliamentary Association and the Association Court of Law were
all parts of a system which encouraged a close and continuing dialogue
among partners in co-operation. Indeed, it was contended that it was the
only forum where the interested African States could make themselves
heard by the direct donors, on matters of aid and trade.

Fourthly, it had developed a method of providing aid on five year
commitments. Four-fifths of Community aid was in the form of grants;
and for the rest, the terms of lending were soft. Moreover the money
provided by the Fund could be spent on local costs as well as on imports.
It had also progressed far in combining technical assistance with capital
provision. With regard to the problem of tied aid, the system of allowing
contracts to be taken up by countries in both the Six and the Eighteen
(and presumably in future the Ten and the Eighteen, plus other assoc-
iates who had negotiated an association agreement which included pro-
vision of aid) could be seen as a valuable step in the right direction. The
assistance that was being given to encourage exports of LDCs in the
markets of the Community was also a unique and encouraging move.

Fifthly, the EDF was still primarily although not exclusively an Afro-
Malagasy fund. It could at present be used only within the context of
formal association agreements; but aid was distributed on the basis of
project analysis and not on a country pattern.

It was this discriminatory nature of the Fund's operations and its geo-
graphical concentration on a small part of the developing world — essen-
tially Francophone Africa — that caused most worry to those who were
concerned about the impact of British membership of the Community
on Commonwealth LDCs. If Britain joined the Community, would she
be required to contribute to a Fund which had severe restrictions on its
geographical coverage? The answer to this was that there would be no
immediate contribution by Britain to the Fund, but that when and if the
third regime of association was negotiated (the present Yaoundé Con-
vention and Treaty of Arusha expire in January 1975), then Britain as a
member of the Community would be expected to play her part. At the
moment, the Fund’s resources were $900 million over a five year period.
The United Kingdom would almost certainly be required to contribute
not less than 209, of this total, or at least $200 million, i.e. $40 million
(say £17 million) per annum. In fact the final figure would probably be
more than this, as the enlarged Community would generate an enlarged
EDF, and there would be more beneficiaries. But this may be an indica-
tion of the rough order of magnitude.
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Although this figure was not vast, the British and Commonwealth con-
cern was whether the additional sum provided to the EDF would come
out of the existing aid projections that had already been made by HMG.
If so, it would represent an additional contribution to Africa and hence
reductions for India and Pakistan — as had already happened multilater-
ally with the new emphasis on Africa that was being given by the World
Bank, through the International Development Association. Already
African countries received some 40%, of British aid — a proportion felt
by some to be excessive. The view of HMG on this was that India and
Pakistan would not suffer. (Furthermore, some of the present members
of the EEC, notably Germany, were already deeply involved in the India
and Pakistan aid consortia.) From this, one had to infer that additional
British contributions to Africa via the EDF would be offset by a reduction
in bilateral contributions, The EDF in short would become a major
instrument of disbursing British aid to Africa, with a corresponding
reduction in bilateral commitments. This of course kept the balance in
continental terms, but it still left unanswered the problem of distribution
within Africa, as use of the Fund was restricted to associates. Here one
was up against the problem of which African countries would seek
association. East Africa had already done so, but without aid commit-
ments. What would be the position of Nigeria and Ghana, of Botswana,
Lesotho and Swaziland? The difficulty over all this was that one was deal-
ing with imponderables and the EDF was itself in an intermediate stage.
The Community was not geared to cope with the range of issues that
individual members of the Six could deal with. The question was not
whether the Community as such would do certain things with the EDF,
but whether the member countries would allow these things to be done.
Much in this respect would depend on how large a part of their total
aid effort the member countries would agree to channel through the
EDF.

Here, as with so many other matters, the Community of the Ten would
be very different from the Community of the Six. With regard to the
British aid programme, the chances were that the Overseas Development
Administration (ODA) would look at the EDF as one of a number of
aid instruments. There would be a thorough examination of it in terms
of its criteria for aid allocation, the spread of its disbursements, the speed
in channelling funds to projects, etc. — in short, its effectiveness. It
could be appraised in comparison with other multilateral organisations
such as the Regional Development Banks and the International Bank
for Reconstruction and Development (IBRD); and Britain, as a member
of the Community, could work to strengthen the EDF’s effectiveness.
Further, it was pointed out, the British Government’s administrative
structure was so organised that decisions on where to put the main
emphasis of multilateral aid disbursement could be taken without undue
complications. All of this was something that could be examined after
Britain became a member of the Community, and ‘not before from the
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outside. Even so, it was reassuring to many at the Conference to hear
that HMG had no intention of abandoning its involvement in India and
Pakistan. A promise of an absolute sum in aid to these countries could
not be made, but there was expression at the conference of a firm intent
not to let these two countries down, three or four years from now, when
the British contribution to the EDF became imminent.

3 Trade

The conference discussions on the trade policies of the Community were
largely focussed on whether their policies were protectionist and discrim-
inatory; if they were, to what extent they differed from other countries’
protectionist and discriminatory policies; and what direction they were
likely to take following British membership of the Community.

The subject was a difficult one to handle, and not least because the
trading patterns of many countries, and in particular of Britain and the
Commonwealth, were already undergoing profound changes. It was
difficult to identify the long term trends, and still more difficult to project
these trends into the future. What the situation would be when and if
the Community of Six became the Community of Ten, was a hazardous
exercise in forecasting.

The charges of protection and discrimination against the Community
were bound up with concern over the common agricultural policy (CAP),
the problem of sugar, and the association arrangements covering a
number of issues including the special preferences accorded to certain
associated countries, mainly in Africa and the Mediterranean, the recip-
rocal preferences granted by the associated countries to the European
Community, and the adoption of the general scheme of preferences
(GSP).

The Common Agricultural Policy

With regard to the Community’s agricultural policy, the point was
stressed by some that this policy was principally concerned with a variety
of internal matters of the Six European member states, and that it paid
scant attention to the trade effects of its structure on third countries.

It was however maintained, in reply to this charge, that comparable
studies had shown that the level of support given to agriculture in the
Community differed little from that accorded by other industrialised
countries to their own agricultural sector. In so far as the level of protec-
tion affected the volume of internal production, and in consequence access
to the markets of the developed countries, it was argued that the Com-
munity was no less liberal in its policies in this respect than were other
rich countries. There were many at the conference, however, who did not
accept this. Further, the CAP was seen by some as crucial so far as US
trade policy was.concerned. If British entry to the EEC reinforced the
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autarkic effects of this policy, there was likely to be a boost to protec-
tionist sentiment in the USA. It was argued that if any US Administration
were to maintain a liberal trade course, it must retain the support of the
farm lobby in order to obtain the necessary legislative authority to
negotiate the further freeing of world trade. More directly so far as LDCs
were concerned, two major commodities were identified as being likely to
suffer particularly from the CAP. These were beef exports from Argen-
tina, Uruguay and Kenya, and grain from Asia.

But the main emphasis of the conference discussion arising out of
the CAP was on its impact on cane sugar through the fostering of beet
production inside the Community.

Sugar

With regard to sugar, this was, as always, seen as a matter of quite
special significance. For many Commonwealth countries it was their
lifeblood, and indeed in some instances their only lifeblood. If satis-
factory arrangements could not be made for them, the outlook was not
just bleak, but hopeless. Three crucial points were made in criticism of
the Community's policy:

1 any reduction in an enlarged Community’s imports of cane sugar
would inevitably be taken up by increased beet sugar production;

2 a reduced tonnage from cane at a higher price would not help, as
it would reduce throughput and therefore employment and the effic-
ient use of assets;

3 tonnage displaced from Britain could not sxmply be switched to the
world market. The increase of beet sugar production in Europe
would have the effect of reducing the size of the world market. If,
therefore, Commonwealth sugar was displaced from Europe, it
could be put on the world market only if other countries reduced
their quotas to make room for it. The diminution of the Common-
wealth quota through the enlargement of Europe would thus not
only damage the economic and social foundation of the Common-
wealth countries concerned, but would weaken and could wreck the
International Sugar Agreement, which would in turn injure the
economies of many other developing countries.

This was a formidable indictment, resting on the nature of the EEC’s
existing sugar regulations, which provided guaranteed market and price
for EEC producers up to the whole of the Community's requirements.
There was therefore relief among the critics of EEC policy at the con-
ference when it was pointed out by a representative of the Commission
that the additional sugar requirements of the enlarged Community would
be of the order of 1.3 million tons, which neatly matched the volume of
exports from sugar producing LDCs in the Commonwealth. But various
other sensitive issues were stressed in the discussions. The conference was
reminded that in the 1963 negotiations the Caribbean had been offered
association as something quite distinct from the sugar issue. Some sur-
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prise was therefore felt at the implications that in the present negotiations
the question of association for the Caribbean could not be settled until
the sugar issue had been resolved. The Caribbean was interested in assoc-
iation in its own right; and the attention of the conference was drawn
to the fact that although sugar was of dominant significance in the area,
there were other exports such as bananas which needed to be accommo-
dated under association arrangements. What was not clear was whether
the option of association had been offered to the Caribbean; and whether
this offer, if it had been made, was related to sugar or was independent
of ith

Preferences and Association

This opened up the wider issue of the Community’s policy on preferences.
The Community indeed had supported a generalised scheme of prefer-
ences (GSP). This was a revolutionary development and was cited at
the conference as an indication of the way things were changing inside
the EEC, and as indicative of the extent to which the Community was
moving away from its more exclusive relations with overseas develop-
ing countries. It was indeed maintained that the GSP should be viewed
as one element in a genuine policy of development assistance, and as a
first step towards a further liberalisation of world trade. The action of the
Commungity in the field of generalised preferences was described as the
first beginnings of a more purposeful common policy embracing the
whole of the Third World. The GSP would be introduced on July 1st
1971. Under this scheme for liberalisation of trade in manufactured and
semi-manufactured products, the only exceptions were for some processed
agricultural products (chapters 1-24 of the Brussels tariff). For a range of
these processed agricultural products tariff reductions were offered, whilst
for all the other manufactured products in chapters 25-99 of the Brussels
tariff, the developing countries would obtain duty free entry up to
a ceiling corresponding to the value of EEC imports from LDCs in a
base year (1968), plus 5%, of total imports from sources other than the
beneficiary countries under the scheme. To avoid discrimination in favour
of the most competitive of the LLDCs, imports of a given product at a
preferential rate from any one country might not exceed fifty per cent
of the ceiling fixed for that product. Hong Kong was included in the
EEC scheme, although in the case of this country exceptions had been
made for exports of textiles and shoes. In the case of sensitive products
such as certain textiles, plywood, crockery, assembled transistors and
products derived from petroleum, the developing countries within the
scheme would as a whole be limited to a total no more than 5%, higher
than total imports to the Community from all sources other than bene-
ficiaries.

’The association issue was subsequently resolved by Mr. Rippon’s statement to Parliament on 17
Maey 1971 (Hansard, col. 885).
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There was no doubt that under the scheme a large number of manu-
factured products would enter the Community duty free, and this from
countries which were both inside and outside the association arrange-
ments of the EEC. Concern, however, was expressed because not all
agricultural commodities were covered. This was a matter of real worry
to Commonwealth LDCs, as it followed that British membership in the
Community would result in the free access to the United Kingdom cur-
rently enjoyed by Commonwealth exporters being diminished, unless such
countries became associated. But one could not discuss the matters in
general terms. When one examined specific commodities of particular
relevance to LDCs, one found that in addition to the association arrange-
ments some crucial commodities were admitted to the Community duty
free. This was reassuring, but it was of relevance only to some products
and to some countries, not for all - a particular worry being the position
of India and Pakistan.

India and Pakistan would almost certainly suffer from Community
duties on cotton textiles, jute textiles and coir products; and other
countries would suffer from the Community’s remaining duties on pro-
cessed agriculture.

The particular problem here was that the United Kingdom had placed
relatively few restrictions on the entry of manufactured products into
her market, though the position of textiles was due to change in 1972.
On joining the Community she would, however, be required to accept
the common external tariff (CET), which imposed some impediments.

The matter was complicated as there seemed to be some divergence of
view at the conference as to how significant an impediment trade tariffs
really were, and what benefits were in fact obtained from trade
preferences. Some argued that they had little effect, while others con-
ceded that while tariffs on manufacturing goods were not a crucial
element, for primary and semi-processed agricultural products they made
a great deal of difference. In general it was accepted that increasing
freight and insurance charges were in danger of eroding some of the
advantages LDCs in fact receive from the wide variety of preference
schemes.

The conference was reminded, too, that the Australian action in giving
preferences to the importation of certain exports from developing
countries had resulted in a great increase of imports into Australia from
India. On the other hand, there had been a relative decline in Common-
wealth exports to the United Kingdom, despite the preferences they had
in the British market, It was also pointed out that Latin American coun-
tries, in spite of having no preference in Europe, had increased their
share of imports by the Community.

The British scheme was due to come into operation before the end of
1971. Duty free entries without ceilings were to be granted for industrial
products in chapters 25-99 of the Brussels tariff, but there were a number
of exceptions including most textiles and apparel, hydrocarbon oils,
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perfumed spirits, matches and portable lighters. Duty free entry or tariff
reductions were proposed for a range of processed agricultural goods
(chapters 1-24, Brussels tariff).

Whether the British or the Community GSP scheme was the better
one was difficult to judge, and conference members were divided on this;
with each scheme having supporters and opponents from both developed
and underdeveloped countries. But what was clear was that as trade
relations with other countries was a matter for the Community to decide,
and not for the individual member states, then if Britain became a
member, there would have to be harmonisation of the two schemes.

But at this point a new complication arose. It was pointed out that
access to the American market under the GSP scheme of the USA
might not be open to those LDCs that entered into association with the
Community. This was because one of the conditions of association was
the granting of reverse preferences, Unless there was a removal of these,
the advantages of generalised preferences would be withheld in the
USA. It appeared to be a question of choosing between advantages under
the American preference scheme or advantages under association with
the EEC. It seemed one could not have both.

The conference therefore posed the question of why the Community
insisted on reverse preferences. They had never been an essential part of
the Commonwealth system. Many African Commonwealth countries,
for example, received privileges in the United Kingdom market yet gave
nothing in return. Indeed a somewhat anomalous position had now
arisen in that three Commonwealth countries in East Africa had become
associated to the Community and had granted preferences in their home
markets fo the Six and against the United Kingdom. In discussing this
matter, two factors emerged, one psychological and one technical. The
psychological argument put up by those who favoured reverse preferences
was that if two countries or groups of countries entered into a special
relationship, there should be a quid pro quo. De facto the Six gave
greater advantages to the associates than they received from them; but
de jure each gave the other benefits, and this was an important element
in cementing the relationship. The technical reason was that under the
GATT, reciprocity was required. Such reciprocity was on the basis of
creating a customs union or free trade area covering all products; and in
the case of association, although there were exceptions, such as certain
products covered by the CAP, the majority of products were involved.
It was even suggested that the Community would be prepared to give up
reverse preferences, if the agreement of her GATT partners could be
obtained. In practice, the associated LDCs could, if they wished, invoke
escape clauses to counteract the advantages they gave to the Community,
provided they did not grant third countries more favourable treatment
than they gave to the Community.

The question was also raised about the compatibility of the Com-
munity having a GSP and, at the same time, special trade relations with
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selected associates. The explanation was that it merely recognised that
different developing countries were at different stages of development.
In the Community the view was taken that in Africa, in particular, there
were many countries that were among the least developed in the world,
and they needed special preferences if they were to have any share in the
markets of industrialised countries. The Community had taken cognizance
of this and were making provision for at least some of the least devel-
oped LDCs.

With regard to association and possible future development in this field,
it was emphasised that there were a number of parties involved. One had
to think of relations between new members of the Community and the
existing associates; of relations between an enlarged Community and
Commonwealth LDCs, including new associations; of relations between
existing associates and new associates; and of the responsibility of an
enlarged Community for LDCs in general. With regard to the options
that were open, a number of guidelines were emerging. The Community
felt that enlargement of it, either through new member states adhering or
through further admission by association, required that association should
not lead to weakening of the position of the existing associated states.
Secondly, the wishes of the existing associates would have to be taken into
account in any negotiations affecting them. Thirdly, there were great
differences among LDCs, and these differences required that some
received more favourable treatment than others. Fourthly, an enlarged
Community did not carry with it a sharing of the existing burdens
towards LDCs, but the acceptance of greater responsibilities. Fifthly,
association should continue to give LDCs the opportunity of a continuing
dialogue with the member states, and of pressing their views as a group
rather than individually.

4 Some other issues

A number of issues that were of major significance could not be
adequately discussed at the conference in the time available. But their
importance was clearly recognised and a report of the proceedings would
be incomplete without reference to them.

Firstly, there was the whole field of private capital flows towards
LDCs. It was pointed out that the impact of private investment in the
developing world was still far from clear. But what was not in question was
that the flow from the European Community was substantial. Germany
had recently been investing more overseas than the USA, and France and
Italy had each invested more than the United Kingdom. One therefore
needed to ask what effect an enlargement of the Community would have
on these flows. This was something very hard to judge, but it seemed
possible that the removal of tariffs within an enlarged Community
would tend to discourage certain investments across European frontiers;.
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undoubtedly some investment had taken place in Europe to jump over
the existing barriers. But whether this would release more capital for
investment in LDCs was a moot point. In any event, the development of
a EBuropean capital market facilitating flows inside the Community might
well offset any diminution of investment following the removal of tariffs.
Conference members however were clearly worried about the impact
on capital flows of British membership of the Community, and the matter
came up with regard to sterling. At present, overseas sterling area coun-
tries had preferential access to the London capital market, and it was
suggested that this privilege might have to go if Britain joined the Com-
munity. On monetary matters generally, it was realised that the moves
towards monetary union in the Community were at a very early stage,
and that there were many different views on these complex matters among
the member countries; but the negative attitude of the Six toward linking
SDRs with aid was sharply criticised by some members of the conference.

The movement of people was also a matter that needed closer exam-
ination. There was the issue of rights of establishment of business con-
cerns, and also the migration of individual workers. The system in
the Community was that movement between the member states and
associates was conducted on a basis of reciprocity: if a worker or a
business establishment from one country of the Six wished to move to an
associate, comparable access had to be given to a person or organisation
who might wish to move from the associated country into the member
state. But nationals of member states had freedom of movement; and on
this the conference saw the possibility of anomalies developing over the
question of movement of people from French departments overseas, who
were nationals of France, and of the migration of Asians in East Africa
who held British passports.

5 Global considerations

Where did the enlarged Community stand in world terms? What effect
would the creation of this great group have on international economic
relations? ’

A world view inevitably had to cover a canvas so wide that details
were blurred. And as one was forced to look into the future, the perspec-
tive itself ran the risk of distortion. But the sort of tentative panorama
that was painted for the conference by some participants indicated the
possibility of a world in which moves towards non-discrimination, and
a reduction in obstacles to free trade principles that had dominated
international trade since 1945 under the GATT framework, were being
undermined. It seemed as if the whole framework of non-discrimination
was being abandoned. No one knows whether this would happen, but it
clearly could. One could envisage a Pacific area growing very rapidly in
.economic terms, with Japan as the main pole of economic growth; there
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could be a western European region with special interest in the Medi-
terranean basin and in the African continent; and a North American
region with a particular concern for Latin America. Within this scenario,
India and Pakistan seemed to be in a sort of no man’s land.

It was pointed out that if such a world developed, the political impli-
cations would be immense. The prospect of increased Japanese influence
in-the Pacific would not be generally welcomed. It might make the USA
more protectionist in its policies towards trade, and might also push
more American aid into the Pacific region to counter Japanese influence.
On the European side, if Britain joined the Community and the CAP
was strengthened in its protectionist characteristics, then the prospect for
an outward looking US trade policy was dismal. Already the existing
CAP was on the verge of turning the attitudes of US farmers away from
greater liberalisation of trade.

The host of special trade arrangements that the European Community
was building up with selected overseas countries reinforced this division
of the world into a few regional blocs. Both in trade and aid matters it
seemed that Africa and the Caribbean were being looked after, but that
less consideration was being shown to India and Pakistan.

But there were others at this conference who felt this vision of the
world of the future was a distortion of likely trends. Was the world
really moving towards exclusive regional trading blocs, that would clog
up all the moves that had taken place in the past quarter of a century
towards liberalisation? It had to be recognised that the tremendous
growth in world trade in the 1960’s — from which all had benefited ~ had
been largely due to the trade liberalisation that had taken place. So far
as the Community was concerned, the impact of the Kennedy Round
was reducing the preferential advantages enjoyed by those countries
already associated, and within the framework of association some of the
discriminatory preferences had no de facto validity, as the tariff for
non-associates was nil. Also the increasing number of trade agreements
could be seen (as the British Government saw it) as a process of break-
ing down barriers to trade, rather than increasing them.

But was it necessarily the case that non-discrimination was so desirable
in the world today? It was described by one conference member as a
principle that had evolved following the second world war and which
had relevance mainly to the needs of the rich industrialised countries at
the time. Did it follow that what was convenient for their needs was
necessarily appropriate for all countries in the world, including the LDCs?
Further, one could not simply think in terms of ideal blueprints. An
enlarged Community could properly join with the USA and Japan in a
global initiative for the further liberalisation of international trade: but
if one could not in practice achieve this, then regional groupings might
well be an answer. This certainly was a more healthy prospect than a
world in which all the industrialised countries turned in on themselves
and left the LDCs on their own.
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Extract from the opening statement by
Lord Campbell of Eskan'

. Our subject for discussion during these two days is as immensely
complicated as it is immensely important. I think I must make it clear
at the very beginning that we are not here to consider whether Britain
should or should not join the EEC. We are concerned with an equally
important but quite different question — what could be the effect — for
better or worse — on the developing countries if Britain does enter the
Community.

Now some people say that Britain in Europe will be tremendously
good for the Third World, because a more prosperous Britain will be able
to increase trade with, and aid for, the developing countries, But it
is as well to remember that the strength of a developed country is no good
to developing countries unless an adequate part is devoted to helping
them. Others say that British entry into the EEC will adversely affect
these countries because our comparatively liberal trading policies may
be reversed through our membership of an enlarged protectionist bloc,
and some of our aid may be diverted to countries which would benefit
less from it.

It is our task here to look at these problems. If our conclusion is
optimistic, we must see how Britain in Europe can better help the Third
World. If we are less optimistic, we must look at the safeguards which
ought to be provided.

It was suggested that a theme for this conference might be — ’there
must be common ground between Britain and the Six to see that
nothing is done in the Brussels negotiations to worsen the position of any
developing country’. I wonder whether that’s not too negative and whether
our aim shouldn’t rather be — that an enlarged Community should take
what is best from all the individual countries’ policies towards the Third
World - the highest common factor, not the lowest common denominator.

In a subject as large and as difficult as this, it is very easy to get lost
in generalties. We have therefore tried to focus today's sessions — which
I hope will form the foundation for tomorrow’s discussions — on certain
key questions. First we shall be looking at the political background, then
at trade, and third at Association. And we are going to be helped this
afternoon by a panel of three wise men? with particular knowledge of the
developing countries. Discussion does not of course have to be limited to

1President, ‘Society for International Development (UK Chapter) and Membcr of Council,
Overseas Devclopment Institute. ]

2His Excellency Mr. B. R. Patel, Ambassador of India in Brussels; Hon. R. J. Ouko, Minister
for Common Market & Economic Affairs, East African Community; Mr. John Sout.hgate. CBE,
Executive Director, Commonwealth Sugar Exporters Association.
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the matters considered in these preliminary talks, but we may find it
helpful in reaching conclusions tomorrow if we can follow some broad
lines of inquiry and if we can ensure that our discussions are based as
firmly as possible on facts.

As a Chairman’s privilege I want now to put forward a few points which
I suggest we might cover. I propose to adopt the Socratic technique of
asking questions — but not the Platonic technique of providing the
answers: those are for the conference to provide. I also think it may help
if we look at the developing countries not as whole, but in groups.

My first group would be all those countries which are neither assoc-
iated with the Six nor members of the Commonwealth. These are mainly
in the Far East, the Middle East and Central and South America. To what
extent will British entry into Europe affect them? How will they benefit
or lose in terms of trade or aid? What about Argentine meat, Brazilian
coffee or Iranian oil, Siamese rice and rubber?

Next there is the large collection of States which are already assoc-
iated with the Six, either through the Yaoundé Convention or through
looser forms of association. These can be put very roughly into two
groups. There are the Mediterranean countries with which some of the Six
have had close historical and political links and which rely on much the
same sort of agricultural trade as the southern members of the Com-
munity. Not forgetting special cases such as the newest Mediterranean
associate — Malta. And then there are the much less developed ex-colonial
countries of West and Equatorial Africa, Madagascar and Somalia, with
far smaller populations and — on the whole — a far lower standard of
living. All these countries have certain privileges in Europe and, in return,
certain obligations towards the Six.

What will British entry mean to them? Will they be able to exploit
a larger market in Britain, hitherto limited by Commonwealth preference?
Will they expect to get a substantial slice of British aid? An under-
standing of these existing Associates will, I believe, be important in any
assessment we may make of the advantages or disadvantages of a British
move into Europe for the third — and highly significant — group, the
developing countries of the Commonwealth.

Now this — as we all know — is a very large part of the developing
world. Just to put this in perspective, the total population of the 18
Yaoundé countries numbers about 76 million. The total population of the
developing Commonwealth numbers about 800 million, — and about 700
million people alone live in the developing democracy of India and in
Pakistan. And in terms of trade, the developing Commonwealth accounts
for over 30% of all the Third World’s exports: the Yaoundé countries
account for 4%.

If Britain enters Europe, all the Commonwealth  countries stand to
lose their trade preferences in the British market, but those which succeed
in negotiating association agreements with an enlarged Europe may gain
greater advantages, in return of course for assuming obligations towards
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all Community countries. What will be the balance sheet in terms of gains
and losses in Trade? Will greater access be assured for them in the rich
European markets — and here I think we need to consider a point which is
sometimes overlooked — will Association be enough to ensure access to
Europe, or are existing bilateral trade arrangements between certain
developing and certain European countries such, that something more —
a special arrangement — will be required for particular commodities? As
an example, what about Caribbean bananas?

And this of course leads me to a further important point. Does
Association cover all commodities on which these Commonwealth devel-
oping countries depend for their livelihood? We know, for instance, it
does not cover the important case of sugar. Are there others, excluded or
likely to be excluded, under the terms of the EEC’s Common Agricultural
Policy, or in some different way?

Yet again, what will Association mean for the traditional trading pat-
terns of some Commonwealth developing countries? A case in point is the
West Indies which must trade with us and with North America. Can this
continue if they associate with Europe?

So far I have mentioned only the problems of Association. What
will happen to those huge Asian countries of the Commonwealth if — as
seems likely — they are not offered Association? Will cotton textiles, on
which both India and Pakistan depend for so much of, their inadequate
export earnings, have access to an enlarged Europe on terms even as good
as their present access to Britain? Are they merely going to be offered
UNCTAD generalised preferences like all the other developing countries,
and if so, what will this mean?

My last point on trade relates to trading blocs in the world. The Com-
monwealth trading system and Britain’s trade relations outside the
Commonwealth system, although sometimes accused of being discrimin-
atory according to the purest international standards, nevertheless do
allow some reasonable access to the goods of the developing countries —
both the primary commodities and the semi-manufactured goods which
are so important to them. And we don’t demand reverse preferences from
the countries with which we trade.

Yet Britain lives by trade and our comparatively open system does
provide two-way advantages. If I may take another example from the
West Indies — the area of the developing world I know best — the desper-
ately poor countries of the Commonwealth Carribbean import by value
more British goods per head than any of the major countries of Western
Europe. In fact the British trade surplus with these countries in 1970 was
absolutely staggering, — £124 million for Britain against £83 million for
the Commonwealth Caribbean, not counting the invisibles.

Will this comparatively liberal attitude to trade with the Third World,
from which we too in Britain have so much benefited, continue if
Britain enters Europe?

1 have posed a good many questions about trade because I believe that
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it is ultimately through trade and particularly through liberalised trading
relations between the rich and the poor countries, that development in the
Third World can really take place. Any developed country which seeks
to shut its market to the exports of the developing world makes that
progress immeasurably slower and more difficult.

But I have not forgotten the importance of Aid. I fully realise
what an immense contribution it has made to development since the War.
And do not let us forget that it was Marshall Aid, generously given, which
first placed prostrate Western Europe on its feet again after the Second
World War and provided the impetus for the growth which has since
taken place, both before and after the formation of the Community.

We know that the EEC countries —~ and particularly France — are on the
whole more generous than Brifain in the volume of their aid. How will
our entry into Europe affect our aid policy? Shall we give more and shall
we give it to the countries which need it most? If we become contributors
to the European Development Fund, will this mean less British aid for
countries which do not benefit from the Fund? How does the Fund work,
which countries benefit from it now and what do they think about it?
And to my mind a most important point, will the 700 millions of India
and Pakistan get less aid and the 175 millions of Commonwealth and EEC
Africa get more? We should think too about South America’s position.
In short, if there is to be a European Development Fund financed by
the Ten, can it embrace all the developing countries and not just the
countries which are associated? . . . .
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The developing countries in the official
negotiations

Anthony Kershaw, MP!'

I introduction

Reasons for British application

It is not the aim of this paper to persuade those not in favour of Britain’s
entry into the Furopean Economic Community of the British Govern-
ment’s case. Nevertheless, in the context of our relations with the develop-
ing nations, it is important to set out very briefly a note of the reasons
for Britain’s entry.

Governments of both political persuasions over the last decade have
concluded that it is in the long term economic interests of this country
to be a member of the European Community, provided that fair and
equitable terms can be negotiated. There has also been no doubt in the
minds of successive British governments that it is also in our long term
political interests. This view has been reinforced by the belief that Europe
as a whole will also benefit from the enlargement. Without this conviction
the negotiations would not have got as far as they have.

OQutside Europe it will enable us to bring more influence to bear in
wider fields for example in the Western Alliance and in the world as a
whole. We believe that an enlarged Community will not only make for
the greater prosperity of a larger Europe but also that success at Brussels
will mean a larger, stronger and more prosperous Europe which in turn
should benefit the rest of the world, not least the developing countries.
Some would see Britain’s entry into the EEC in terms of black and white,
as a direct conflict between the interests of Britain and Europe and the
interests of the Commonwealth. British entry will undoubtedly lead to
some changes in patterns of trade with developing Commonwealth coun-
tries. But it must be remembered that these patterns are in any event
constantly changing, and.that a prosperous Britain, and a prosperous
Europe, will provide the best market for the exports of the developing
world.

11 Britain and the developing world

The issues with which this Paper deals will, I think, be made clear if I set

Parliamentary Under-Secretary of State, Foreign and Commonwealth Office.

22



out briefly the policies that Britain has hitherto pursued towards develop-
ing countries, before turning to the possible impact on those countries
of our entry into the EEC. The Prime Minister summarized these policies
when, speaking at the General Assembly of the United Nations on 23
October 1970 he said:—

‘Our . . . task in the years ahead must be to promote economic and

social development. This will come about mainly through the growth

of international trade and aid. And I put them in that order of priority.

The relationships between the industrial and the developing nations will

be determined, will be settled, for years to come by the attitude which

each one of us adopts to this question’,

Our traditional links with the developing world are both widespread
and strong. They are not limited to any geographical area, nor to a strictly
defined group of countries. They are thus not covered by a single insti-
tutional framework. But, as is well known, we have always considered
that we have a special responsibility to those developing countries which
belong to the Commonwealth and these have attracted our particular
interest.

Trade

Britain is one of the most important markets for developing countries.
The value of her imports from developing countries is exceeded only by
the imports of the EEC and the USA, and represents over 4%, of our
GNP as against the USA’s 19, and the EEC’s 39%,. Imports from the
Third World amount to over one-quarter of our total imports.

This is partly due to the United Kingdom’s economic structure and
partly to deliberate policy. As an industrial nation, the United Kingdom
relies heavily upon imports of food and raw materials and is the World’s
largest market for foodstuffs and among its largest for raw materials.
Since the exports of primary commodities account for some 86%, of the
developing countries’ eamings from exports to the whole world, the
importance of the British market to them can be readily seen. For some
developing countries exports of foodstuffs and raw materials to Britain
are the main source of export earnings. To get a balanced view however
one must remember that over a quarter of British imports from develop-
ing countries have been not raw materials but manufactured and semi-
manufactured goods.

Both the structure of the United Kingdom’s economy and a deliberate
attempt to help stimulate the trade of developing countries are reflected
in British tariff policy. Several important foodstuffs and raw materials
including wheat, crude rubber, raw fibres (e.g. cotton and jute), metallic
ores, unwrought metals, tea, coffee, cocoa, sugar and tropical hardwoods,
enter Britain duty-free; and those primary commodities which are dutiable
in the full tariff pay a low rate of duty of between 5% and 10%, ad
valorem. This liberal import policy is further strengthened by reductions
of duty on imports from the Commonwealth Preference Area (CPA), and
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by purchasing arrangements safeguarding the entry of certain products to
the British market. Of these arrangements, the most important to develop-
ing countries is the Commonwealth Sugar Agreement.

Commonwealth preferences are not necessarily reciprocal: Ghana,
Nigeria, Sierra Leone, Kenya, Tanzania, Uganda and Zambia do not
grant reciprocal preferences to British exports, and Malaysia has abol-
ished most preferences on them (Burma although not a member of the
Commonwealth belongs to the CPA and does not extend reciprocal
preferences to British exports). Preferential margins granted in the UK
range from nil on fuels to 2%,-3% on raw materials, 5%,~10%, on food,
drink and tobacco and 20%, or more on those manufactures which enter
duty-free from the CPA.

The benefits derived from preferences depend on the commodity
pattern of trade, since manufactures attract greater margins of preference
than raw materials or foodstuffs. The average value of the preference
margin on imports from developing members of the CPA has risen with
the rise of manufacturers to one-quarter, and the fall of basic materials
(other than petroleum) from two-fifths to one-fifth of British imports
from developing countries. The system of Commonwealth preference is
partly responsible for the fact that the Commonwealth countries have
contributed the greater part of the expansion in the export of manufac-
tured goods from the developing world; nearly one-half of all exports
of manufactures from the developing countries to the rest of the world
originate in Hong Kong and India alone.

Most developing countries have been placing increasing emphasis on
manufactures and semi-manufactures. Britain has recognised early the
need for creating a market for these products. At the first UNCTAD in
1964 the British delegation led by Mr Heath played a leading role, par-
ticularly through its sponsorship of the idea of a scheme of generalised
preferences. We believe that the British offer which should come into force
some time this year, is generous and as good as any that we could make
in our present circumstances.

Aid
Alongside a favourable commercial policy, aid is the other essential
element of British policy towards the development of the Third World.
Like most other industrial countries, Britain recognises that the financial
resources needed for development must be increased, on the one hand by
private investment and on the other by official development aid. The
geographical scope of our aid is being progressively extended, especially
through contributions to multilateral bodies. Since 1929 when the Colonial
Development Act recognised Britain’s responsibility for the development
of her dependent territories, aid has grown over the years until it was,
after 1958, extended to cover, first independent Commonwealth countries
and then developing countries outside the Commonwealth.

The total net flow of official resources grew but slowly between 1960
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and 1969 but gathered momentum in 1970, when it reached £189 million.
In 1969 it represented 0.39%, of GNP. Moreover, the terms of aid have
been consistently favourable. This trend continues. Of the total value of
new Government to Government loan commitments entered into during
1970, 90%, was interest free and 999, carried a grace period for capital
repayments. When taken together with grant commitments, the grant
element® of the total of official development assistance was 86%, of the
commitments.

The forward estimates of public expenditure in the period up to
1974-75 announced in October 1970 show that the gross aid expenditure
in cash terms will grow progressively from £245 million in 1971-72 to £340
million in 1974-75. The rise in the last two years of this period will repre-
sent increases of some 13%, per annum. This, incidentally, is in striking
contrast to the restrictions that are being applied to British public expendi-
ture as a whole. The total net flow of financial resources (which include
private investment and guaranteed private export credits) fluctuated in
the ’sixties around the $800 million mark. The Prime Minister re-affirmed
in his speech to the United Nations General Assembly the United King-
dom’s acceptance of the 19, target by 1975. In fact, the latest figures show
that this target was reached in 1969, when, after constraints on private
investments were removed, this total net flow went up to a figure repre-
senting more than 1%, GNP.

Il The EEC and the developing countries

In any examination of the developing countries and Britain’s negotiations
for entry into the EEC we must make careful note of the current Com-
munity attitude both in matters of trade and in aid towards the Third
World. Before examining the level of trade between the EEC and develop-
ing countries it might be helpful to look very quickly at the framework
in which special trading arrangements can be developed.

Conventions of Association

The most significant of these is the Yaoundé Convention which governs
relations between the Communities and the eighteen associated states in
Africa. This provides for the establishment of a series of free trade areas
and the progressive dismantling of tariffs and quotas. The Yaoundé Con-
vention also provides for its own enlargement to include other African

1The ‘grant element’ of a loan is intended to measure the extent to which its terms are
‘softer’ than those for normal commercial transactions. The most convenient way to under-
stand this is in terms of interest foregone. These calculations assume a commercial interest
rate of 10%. Thus an interest-free loan for one year, discounted back at 10%, is said to have
a ‘grant element’ of 9.1%.
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countries with similar economies. Kenya, Uganda and Tanzania have
concluded two successive agreements (the Arusha Conventions) with the
Communities along the lines of the Yaoundé Convention as regards trade
(but without aid or institutions). Dependent territories which become
associated with the Communities under Part IV of the Treaty of Rome
benefit from arrangements similar to those in the Yaoundé Convention.

Association under Article 238

Association arrangements under Article 238 of the Treaty of Rome have
been made in the case of Greece, Turkey and Morocco and Tunisia. In
essence a trading arrangement is negotiated which, while basically design-
ed as a free trade area or customs union, is taijlored to suit the needs of
the individual countries. The Communities have concluded trade agree-
ments with Spain and Israel in which tariff reductions are on a prefer-
ential basis. They have also concluded non-preferential trade agreements
with Iran and the Lebanon.

Declaration of Intent

There is one more point to be noted which is relevant to the arrange-
ments between developing countries and the EEC. The EEC Council of
Ministers issued a Declaration of Intent in July 1963 which confirmed
the offer made during the previous British negotiations for entry, that
association under what was later negotiated as the Yaoundé Convention
should be open to independent Commonwealth countries in Africa and
the Caribbean. This Declaration provided that the Communities would
be ready to negotiate with countries of similar economic structure to the
present associates, with a view to:

a) their full accession to the Association Convention according to the
procedure in Article 238;

b) some other form of association including reciprocal rights and
obligations, notably in respect of trade; or

¢) trade agreements to facilitate and develop trade between such coun-
tries and the Community.

Trade

Building upon this institutional framework, the Community has entered
into numerous agreements of different kinds with developing countries.
These range from the very close association of the Yaoundé type, through
looser agreements, such as that with the East African Community (Arusha
Convention), to preferential and non-preferential trade arrangements. All
of these have the improvement and liberalisation of trade as their basis.
Whilst it is natural that the closer forms of association are between the
Community and the developing countries with whom Community mem-
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bers have the closest ties, this is by no means exclusively so. Links range
from English-speaking Africa to Communist Yugoslavia. As the institu-
tionalised links develop so does the level of trade from the developing
world. EEC trade with the developing countries in manufactures is
increasing, as the following United Nations figures (they exclude petro-
leum products and unworked non-ferrous metals) show:

(figures of imports in million dollars)
1962 1 Percen ncrease

(annual average)

EEC (total) 839 1726 10-8
Germany 232 741 181
France 440 458 0-6
Italy 87 240 155
Belgium/Luxembourg 28 78 154
Netherlands 50 198 216
EFTA (total) 658 1233 9.4
545 869 6-9

UK
Source: TD/B/C.2/102 (UN Statistical Office)

Thus, the Community’s imports have risen faster than EFTA’s imports
or Britain’s alone, and would have been further ahead but for France’s
flat performance.

A closer look at some of the commodities that make up these figures
shows the following comparative record of expansion:

1962 Average annual per cent increase
Imports
($ million) From developing countries From world
Textiles
EEC 86 1%-8 12-9
UK 130 16 61
Clothing
EEC 35 301 22:0
UK 62 12:5 10-3
Leather and footwear
28 25-3 17-0
UK 40 7-4 57
Wood products & furniture
72 14-4 114
UK 68 41 4.2
Engineering & metal products
EEC 25 22-8 13:3
UK 41 8-4 15-9
Miscellaneous light manufactures
EEC 14 25-7 177
31 13-4 129

UK
Source: TD/B/C.2/102 (UN Statistical Office)

The flatness of UK imports in the important textile group is striking,
compared with the more than 15 per cent annual growth of imports into
the Six. In all other groups listed the Six have raised their imports from
developing countries more rapidly than from the world as a whole.
(Although Britain’s imports of textiles from the developing countries
are of course still significantly higher than those of the EEC countries
combined). .
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Aid

Most of the Six have, by current standards, a good record in expanding
economic aid and private investment in the countries. The Colonial legacy
has left a deep imprint on the aid pattern as it has for Britain. The Six’s
aid-giving is still largely bilateral, and their aid policies are separately
determined, though their aid flows through Community institutions are
increasing. Britain in the Community would be similarly participating in
these institutions while continuing her bilateral programmes.

Community Aid
The Preamble to the Treaty of Rome includes the following words:
‘... intending to confirm the solidarity which binds Europe and overseas
countries and desiring to ensure the development of their prosperity
Thus in addition to the Six’s bilateral aid, there is a multilateral con-
tribution from the Community, which its economic growth has done
much to make possible.

European Development Fund

The Community’s collective aid effort is gaining in importance. In 1969
technical assistance grants passed the $100 million mark for the first
time. The main source of aid has been the successive European Develop-
ment Funds (EDF), set up to make grants, loans and advances for social
and economic development in the eighteen African and Malagasy states
(AASM) associated first under the Treaty as dependencies, and subse-
quently under the 1963 and 1969 Conventions signed at Yaoundé. Nearly
all of the second EDF (established in 1963), totalling $730 million, has
now been committed. The Second Yaoundé Convention of July 1969
provided for the commitment of $900 million (in the third EDF) over
the following 5% years, most of it as grants. So far, the chief beneficiaries
of EDF expenditure have been the ex-French and Belgian possesions
in Africa to which by far the greatest part of the money has been directed.

European Investment Bank

A second Community aid channel has been opened by agreement in the
1969 Yaoundé Convention, and the European Investment Bank (EIB) is
to be allowed to operate in the associated states instead of, as before,
within the Six only. This Bank, unlike the EDF, figures in the Treaty of
Rome. Article 130 empowers the EIB to make loans and guarantees, on
a non-profit basis, to finance development projects and, where resources
are inadequate, projects of common interest to several members, with the
object of contributing to the balanced and smooth development of the
Common Market in the interests of the Community. The Bank will invest
$100 million in the Yaoundé associates over the period of the new
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Convention and its interests rates can be softened by the use of part of
the new EDF.

Bilateral Aid

Whilst in strict terms it is only in the aid effort of the Community as
such that Britain will be required to participate after enlargement, it is
important to bear in mind that, with the exception of Luxembourg, each
member of the Community has its own responsibility towards the develop-
ing nations. Their individual records in this field give us an indication
as to the nature of their attitude towards developing nations as a whole.

Whilst there are specific criticisms that can be laid against the efforts of
each of the five countries there is little to gainsay the fact that their official
development assistance rose by one-half between 1960 and 1969 compared
with 42 per cent for all the Development Assistance Committee (DAC)
countries and under 6 per cent for Britain. Moreover Belguim, the
Netherlands and Germany, have accepted the targets set for the United
Nations second development decade of transferring 0.7 per cent of GNP
in official aid, while France has accepted the principle of a target but
has argued that it should be in the range of 0.6-0.7 per cent. The West
Germain aid programme was in 1969 40 per cent higher than that of
Great Britain in dollar terms and the terms of German lending are
gradually being eased. In addition to this, private investment in developing
countries from the Six has in recent years been remarkable.

This should serve to ease the fears of those who consider that Britain's
association with the Economic Community will prevent her from continu-
ing to discharge her responsibilities to the developing world since, on the
whole, the aid record both multilateral and unilateral of the Six members
of the present Community is encouraging and outward looking. As far
as the negotiations are concerned, the question of how British official aid
will be channelled through the Community effort after enlargement has
not yet been discussed. Nevertheless, it is fully expected that we shall
play our part in the Community programme to promote development,
within the framework of our own official aid programme.

IV Generalised Preference schemes

One of the most important factors in the relationship between Europe
and the developing world is the effect of the generalised preference
scheme, proposed in a resolution of the UNCTAD Conference in New
Delhi in 1968. A brief note on the respective British and EEC schemes
may be helpful.

United Kingdom Offer
The United Kingdom proposes to grant duty-free entry for industrial
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products in Chapters 25 to 99 of the Tariff (including raw materials, with
some possible exceptions still to be decided upon) other than most textiles
and apparel and goods subject to revenue duties. Duty-free entry is
offered on a number of textiles, including carpets and floor coverings of
all materials, twine, cordage and ropes and goods made therefrom, yarn
and fabrics of jute, of paper and of miscellaneous vegetable fibres, and
felts and felt articles. In addition to textiles the main category of goods
excluded are those subject to revenue duties: hydrocarbon oils, perfumed
spirits, matches and portable lighters.

Duty-free entry or tariff reductions are also proposed for a range of
processed agricultural products (Chapters 0-24) covering over 140 tariff
positions. Among the products for which duty-free entry is proposed are:
bone meal, currants and certain other dried and preserved or otherwise
prepared fruits and vegetables, tomato juice and certain other fruit and
vegetable juices, glycerol and glycerol lyes, chocolate and sugar confec-
tionery, sweetened cocoa powder and biscuits and cakes. A 50 per cent
duty reduction is proposed for beef extracts and juices and canned tuna.
It is proposed to reduce the duty on extracts, essences and concentraies
of coffee to the Commonwealth Preference rate.

The inclusion in our scheme of a number of goods is conditional upon
the consent of countries in the Commonwealth Preference Area which
have trade agreement rights to margins of preference in the United
Kingdom market. The Commonwealth preference arrangements will con-
tinue in parallel to the generalized scheme. Developing Commonwealth
countries will also be able to benefit from the inclusion in the United
Kingdom offer of a number of products (for example, clocks and watches
and musical instruments) on which they at present have to pay a Com-
monwealth rate of duty.

Since the purpose of the scheme is to Increase the export earnings
and to promote the industrialisation of the developing countries, imports
from these countries may be expected to become more competitive and
to increase to the extent that this purpose is fulfilled. Nearly all imports
from the developing Commonwealth countries already enjoy duty-free
entry in the United Kingdom market and the scheme will therefore bring
about little change in the customs duties on imports from those countries.
The main advantages will accrue to non-Commonwealth developing
countries. The United Kingdom has reserved the right to withdraw or
modify the concessions on any products within the scheme. The grounds
for such action would normally be the import of a product in increased
quantities and under conditions which, in the Government’s view, cause
or threaten serious injury to domestic producers of similar or directly
competitive products. Arrangements will be made to obtain sufficiently
detailed import statistics to enable the scheme’s efforts on trade to be
kept under review.

The United Kingdom offer is also subject to a number of other qualifi-
cations. First, the scheme may have to be modified if it becomes necessary
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to keep it broadly in line with those of other preference-giving countries.
Second, account will have to be taken of the extent to which Common-
wealth developing countries benefit as a result of all the schemes. Third,
in the event of successful negotiations for entry into the EEC, our scheme
would have to be assimilated to that of the Community.

European Economic Community Offer

The EEC propose to grant duty-free entry to all manufactures and semi-
manufactures in Chapters 25 to 99 of the Common External Tariff, with-
out exception. There will be no safeguard arrangement linked to injury
to domestic industries, but the amount of imports from developing coun-
tries that will benefit from duty-free entry will be subject to limitation
within quota ceilings. These will be calculated under a standard formula
applicable to all products, under which each ceiling will have two
elements. )

The first, the basic amount, will be the total value of imports of the
product from the beneficiary countries in a base year, 1968. To this will
be added a supplementary amount calculated by taking 5 per cent of
total imports into the Community from all sources other than the bene-
ficiary countries. Trade between the member states is excluded from the
total from which the 5 per cent will be calculated, but imports from the
Community’s associated states in Africa and elsewhere (which already
receive duty-free entry) will be included. The additional amount of the
quota will be calculated from the total imports into the Community from
non-beneficiary countries in the most recent year and will be recalculated
annually on the basis of the latest available figures (but will not be
reduced). Once the ceiling for duty-free entry has been reached in any
year, further imports from developing countries will be charged the full
rate of duty, but will qualify for duty-free entry again at the start of the
following year.

The way in which this formula will be applied can be shown by taking
a hypothetical example. If imports of a given product into the EEC in
1968 from the beneficiary countries were $1,000 and $10,000 from all
other countries (excluding trade between the Six), the quota would be
made up of the basic amount of $1,000 plus an additional amount of 5
per cent of $10,000. This would give a total quota of $1,500.

A ceiling under this formula will in principle be available on all the
manufactures and semi-manufactures in Chapters 25 to 99. The Com-
munity has stated that it intends to enforce the ceilings only on a
limited range of goods that are considered to be sensitive. Another pro-
vision in the formula is that preferential imports of each product from
any one developing country will not as a general rule be allowed to
exceed 50 per cent of the total ceiling for that product. This is intended
to limit the preferences granted to the more competitive developing coun-
tries and to reserve a substantial share for the others. The ceilings on
cotton textiles will be calculated according to the same formula, but duty-
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free entry will be accorded only to those developing countries from which
imports into the Community are already subject to quantitative restric-
tions under the GATT Long Term Arrangement, for the duration of that
arrangement, and to other beneficiary countries which are prepared to
give similar undertakings. There will be similar special arrangements for
coir and jute textiles.

Industrial raw materials falling within Chapters 25 to 99 of the Tariff
are excluded from the Community scheme. The Community intends to
follow a definition of primary products produced by the UNCTAD
Secretariat in 1965 and in addition to exclude metals up to the manu-
facturing stage to ingots. Tariff reductions, mostly averaging about one-
fifth but with some larger ones, are offered on a range of processed
agricultural products. Preferential entry of these products would not be
limited by means of a tariff quota, but an escape clause related to injury
will apply.

The countries and territories associated with the EEC will continue to
enjoy their existing preferential arrangements.

Upon enlargement, it will be necessary for the two schemes to be
harmonised. Preliminary discussions on this are expected to get under
way later this year in Brussels, since the EEC have said that they will
put their scheme into operation some time in the Summer. The EEC’s
scheme is broadly comparable to the schemes of other countries. Indeed,
to the extent that it includes cotton textiles and a range of processed
agricultural products, it may be said to have advantages for certain
developing countries over some other donors’ schemes. The Government
is therefore confident that the process of harmonisation will not work
to the detriment of the beneficiaries of either of the proposed separate
schemes. The EEC’s scheme which, like the others, is aimed at the
development of industrial processes, will, on balance, tend to favour
countries in South America and Asia, regions in which the Community
is criticised for its lack of development assistance.

V The negotiations

In each of Britain’s negotiations with the Community, the problems of
developing Commonwealth countries have always constituted a significant
factor in the negotiations themselves. A major part of the 1961-1963
negotiations was concerned with seeking safeguards for Commonwealth
interests. The situation has changed in many respects since then. There
has in the infervening years been a considerable diversification of Com-
monwealth trade: in 1959 the developing Commonwealth sent 24 per
cent of its exports to the United Kingdom; in 1969 this percentage had
dropped to 16. Again, the UNCTAD Scheme for Generalised Preferences
will when it is implemented make it possible for the exports of a number
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of developing Commonwealth countries not only to enjoy free entry into
the United Kingdom but also into the rest of the EEC and other devel-
oped countries. Thirdly, some Commonwealth countries have, quite inde-
pendently of Britain’s applications, made arrangements with the Com-
munities. Fourthly, with the development of the Communities, the British
Government has accepted the fact that if its negotiations are to succeed,
they must be on a narrower front than in 1961-63.

It will be helpful to look in some detail at the arrangements which it
has been the Government’s aim to secure in order to safeguard essential
Commonwealth interests in terms of individual countries or groups of
countries.

Negotiation Aims

(a) Associable States

These include the independent Commonwealth countries in Africa, the
Caribbean, certain developing islands of the Commonwealth, and the
dependent territories (excluding Gibraltar and Hong Kong).

During the 1962 negotiations it was agreed that association under
arrangements to succeed Part IV of the Treaty of Rome would be avail-
able for independent Commonwealth countries in Africa and the Carib-
bean; that it would remain available for those who did not initially apply;
and that the enlarged Community would alternatively be willing to nego-
tiate trade agreements with them. Association with EEC was at that
time viewed with considerable suspicion by some African Commonwealth
countries as a form of neo-colonialism and they were reluctant to con-
template applying for it. In 1964 Part IV Association was replaced, in
the case of independent African countries, by the First Yaoundé Con-
vention. At the time of signature of the Convention, the EEC Council
of Ministers issued their Declaration of Intent.

Since then Nigeria has concluded a limited association agreement with
the Community, which was never ratified and has since lapsed. Kenya,
Uganda and Tanzania have negotiated two successive association agree-
ments which, however, unlike the Yaoundé Convention, have no aid
provisions. Ghana, Sierra Leone and Gambia have all shown some
interest in association with the EEC. The attitude of a number of African
Commonwealth countries has therefore undergone a marked change
since 1962. The Government’s negotiating position has been that for all
these countries there should be a confirmation of the Community’s 1963
Declaration of Intent, which would not necessarily bind them to accept
the type of association now in force under the Yaoundé Convention, but
would offer them the right to do so if, upon renegotiation of the agree-
ments, they considered it in their interests,

As for the dependent territories (excluding Gibraltar and Hong Kong)
the Six agreed in the 1962 negotiations that association under Part IV
of the Treaty of Rome would be available. Theoretically, it would be
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possible for our dependent territories to be included at once in the
Protocol extending the provisions of the Yaoundé Convention to them.
However, it would be administratively easier to delay their inclusion unt#l
negotiations begin for a new convention to include independent Common-
wealth developing countries.

(b) Countries for which Association is not at the moment considered
appropriate
These include Hong Kong and the Asian Commonwealth countries.

Hong Kong

For Hong Kong the British Government sought her inclusion in the Com-
munities’ UNCTAD Generalised Preferences Scheme, either on the same
basis as other claimants to beneficiary status, or on a basis which gave
Hong Kong at least significant benefit under those arrangements.

Asian Commonwealth countries

The countries concerned are India, Pakistan, Ceylon, Malaysia and Singa-
pore. The provisional agreement over India, Pakistan and Ceylon reached
in the 1962 negotiations was complex. Much has changed since then.
Some of the items which were then of paramount interest are of less
significance now, either because trade in themn has diminished, or because
the Community’s tariff on them has been reduced.

The Generalised Preferences Scheme will also be of considerable benefit
to the Asian Commonwealth. It will provide increased access to the
markets of non-Commonwealth developed countries. It will however
require the Asian Commonwealth countries to share existing preferential
benefits in our market with non-Commonwealth developing countries and
they will therefore wish to ensure that they obtain compensating ad-
vantages in the markets of other donor countries. Our position in the
EEC negotiations, in the light of these considerations, was to review
the position of the Asian Commonwealth when details of the UNCTAD
Preferences Scheme became clear.

The achievements so far

Against this background of the aims for the Commonwealth, we should
now examine the achievements since the start of the negotiations, for
the developing Commonwealth countries. In general this aspect of the
negotiations has made good progress. We have examined with the Six
and the other applicants the dimensions of the problems involved and
we have achieved much that is necessary for those whose interests are
at stake.

Commonwealth countries in Africa
The European Community have agreed that the alternatives offered under
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the Community's 1963 Declaration of Intent should be open to all Com-
monwealth African countries. This Declaration, as mentioned above,
envisaged either a Yaoundé Convention association or a more limited
form of association under Article 238 of the Treaty of Rome, or a non-
preferential trade agreement. The decision as to which of these alterna-
tives the African Commonwealth countries should adopt lies in their
own hands. The advantages of association with the Community are there-
fore fully open to these African countries. They stand to gain similar
advantages to those now enjoyed under the Yaoundé Convention by the
ex-French territories in Africa. These comprise advantages with regard
to trade and aid and the right to control their own economic relations
with the Community through the institutions set up under this Conven-
tion. They may prefer some other form of link with the enlarged Com-
munity as provided for by the alternatives of the Community’s offer.
Whatever they may choose Her Majesty’s Government is convinced that
their interests will be safeguarded after Britain’s entry. The Community
has included for this purpose the three countries of Botswana, Lesotho
and Swaziland, although it is recognised that there remain certain prob-
lems arising from the position of these countries which still need to be
considered.

The Associated States of The West Indies and other dependent territories
The Community has agreed to Association under Part IV of the Treaty
of Rome for these territories. In the view of the Government this achieve-
ment can only serve in the best interests of these States.

The Asian Commonwealth

The undertaking of the Six to examine with us after enlargement with
these countries the problems that might arise in the field of trade with
a view to reaching appropriate solutions, when viewed together with the
advantages that should accrue from the Generalised Preferences Scheme,
is in the view of the Government a substantial guarantee for the future
trading position and prosperity of the Asian Commonwealth countries.
This is especially true in the light of the Community’s expression of its
desire to extend and reinforce trade relations with these countries.

Hong Kong

The Community has indicated that it has prepared to include Hong
Kong in principle as a beneficiary of their Generalised Preferences
Scheme. This offer will considerably improve Hong Kong’s future trading
position with the enlarged community, and the proposals have been
accepted. The British Government has also assured the European Com-
munity that it will in addition use every means to encourage other
developed countries which are preparing a Generalised Preference Scheme
also to include the Colony as a beneficiary.
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Qutstanding problems

Sugar

The present CSA continues indefinitely, but includes a clause permitting
Britain to withdraw from its obligations with effect from the end of 1974
if this is necessary as the result of the successful negotiations for EEC
entry. Until that date we shall of course fully honour the agreement.

Many developing Commonwealth countries, not only in the Caribbean,
are heavily dependent upon their foreign exchange earnings from sugar.
For example, Mauritius receives well over 90 per cent of its foreign
exchange earnings from exports of sugar. The importance of sugar to
these countries is not only an economic one: because of the numbers
of persons for whom it provides employment it is as vital socially as
economically, If arrangements cannot be made for continuing sugar
exports from these countries they face not only economic problems but
also social upheaval and all that that entails.

What concerns the British Government in the Brussels negotiations
are the arrangements after the end of 1974. It is necessary to plan sugar
cane production years ahead and the sugar producers require to know
what the position will be after 1974 so that they can plan and finance
the rolling on of sugar production. As you know, Mr. Rippon, the
Chancellor of the Duchy of Lancaster, visited the Caribbean in February
and saw at first-hand the problems both economic and social. As a result
of this visit, he was able at the last Ministerial meeting in Brussels on
16 March to emphasise to the Community the great political significance
of the problem. It would be a tragedy — and, in terms of sheer self-
interest, a gigantic blunder — if the enlargement of the Community were
to produce economic and political chaos in the countries concerned.

We have tabled proposals to the Community for a form of continuing
arrangement for Commonwealth sugar after our entry, subject to review.
We await the Community’s reaction to these proposals. We are confident
that it will be possible to work out satisfactory arrangements with the Six
for sugar from developing Commonwealth countries. The Community
has accepted the principle of derogation for developing Commonwealth
sugar producers. We are now awaiting the Community’s reactions for
the implementation of the proposals.

Association for the independent Caribbean countries and other developing
Commonwealth countries

We have already seen that Her Majesty’s Government has invited the
Community to make the alternatives of its 1963 Declaration of Intent
available to independent Commonwealth countries in the Caribbean and
other developing countries (Mauritius, the independent Pacific countries
of the Commonwealth —~ Fiji, Tonga and Western Samoa). These countries
fall economically and socially into the same category as those of Africa
to whom the offer has already been made. The Community has asked
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that as far as these countries are concerned they would look at the position
in the light of developments for safeguarding the long-term interests of
the developing Commonwealth sugar producers, mentioned above. Mr.
Rippon’s recent tour in the Commonwealth Caribbean served to confirm
that an offer of association by the Community would go a long way to
protect the vital interests of these countries and we continue to regard
this as a basis of our negotiations on their behalf in Brussels.

Other commodities

Several other commodities from the developing Commonwealth will be
affected by enlargement of the EEC. The Government is well aware of
these. In some cases their prospects will be safeguarded by association,
already offered or requested; in others special arrangements may be
necessary.

VI Conclusion

This paper has tried to set down in objective terms an account of the
Government’s aims and achievements for the Commonwealth developing
countries in the light of our negotiations. It is important to stress here
that the Community has shown throughout these dealings that it
understands our concern to protect the interests of our developing Com-
monwealth partners. This is a hopeful sign for the future. The Community
has proved itself to be an outward-looking Community, one with an
impressive aid record and investment record towards developing countries.
This record has been improved by the Community’s own financial and
economic improvement. It has always been the Government’s view that
this contribution to solving the problems of less prosperous countries will
be enhanced when Eiirope is enlarged.

The Community shares this view. Signor Malfatti, President of the
European Commission, said in his annual address this year to the Euro-
pean Parliament that the Community’s policy of association with the
various developing countries must be seen as a progressive advance to-
wards the Community policy on development co-operation. This would
not be confined to tariffs and trade but would move towards a wider
range of means of action so that it could react in a manner better suited
to specific situations. He also said that the Community would persevere in
its determination to perform its duties to the developing countries to the
full. These are aims and aspirations fully shared by the British Goverment.
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Trade issues for the developing countries
David Wall'

In a world trading environment in which many changes are currently
taking place it is difficult to isolate the likely impact of any one change.
It is especially difficult to estimate the likely impact of the entry of the
United Kingdom into the European Economic Community on the interests
of less developed countries. This is partly because it is necessary to take
into account the many (both competitive and complementary) interests
involved, and partly because there has been no indication from either
side to the current negotiations of any detailed policy position with regard
to safeguarding the interests of the countries of the Third World. It is
important, however, to bring the issue to the forefront of public dis-
cussion because of the special nature of the United Kingdom’s relation-
ship (through its central role in the Commonwealth) with the Third
World, and because of what I regard as the inward-looking biases of
the European Economic Community.

One way of measuring the importance of developed countries to the
less developed is to look at their importance as trade partners. Roughly
20%, of the total imports of the European Economic Community comes
from less developed countries, while the United Kingdom derives around
26%, of its imports from those countries. The difference in percentage
points between these two figures is small. But if we take them as extremes
of possible effects following the United Kingdom’s entry into the Euro-
pean Communities, then the absolute value of trade represented by the
difference is of crucial importance.

Thus if the trade pattern of the United Kingdom in this respect were
to adapt to that of the Community, it would entail a fall in her imports
from the less developed countries of around one billion dollars. (Michael
Lipton has pointed out that these aggregate figures hide the fact that if,
after entry, the UK’s imports of sugar and textiles were to fall to EEC
proportions of total consumption, and nothing else happens, then the
total percentage of imports from LDCs into the UK would fall by much
more than one billion dollars). The opposite extreme would be achieved
if the Community import pattern changed to that of the United Kingdom
— in this case the Community’s imports from less developed countries
would rise by over four billion dollars. The difference — about five billion
dollars — is roughly equivalent to one-eigth of all industrial countries’
imports from less developed countries.

The validity of the figures quoted in the last paragraph depends on
the assumption that the import patterns differ at present because of differ-

1Lecturer in Economics, University of Sussex.
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ing policy measures which affect conditions of production and consump-
tion, rather than differences in consumer preferences. While it would be
difficult to substantiate this for every commodity, there is a considerable
body of evidence available to support the belief that the EEC’s lower
ratio of imports from less developed countries reflects more restrictionist
policies vis-a-vis those imports than is the case for the United Kingdom.
Examples of this contrast abound. The Community operates a sugar
policy which guarantees the whole of the Community’s market for sugar
for domestic producers (including overseas Departments such as Guada-
loupe and Martinique), while the Commonwealth Sugar- Agreement
guarantees a substantial part of the United Kingdom’s market for sugar
to less developed producer countries. Similarly the major member coun-
tries of the Community tax the consumption of beverages imported from
the less developed Third World, the United Kingdom does not.!

Moreover, of products of export interest to less developed countries,

a wider range enters the United Kingdom free of duty than is the case
with the Community. Where duties are applied, those imposed by the
United Kingdom are frequently lower. Finally, both the United Kingdom
and the European Economic Community operate preferential tariff sys-
tems in favour of selected less developed countries. But more (and bigger)
countries benefit, on a wider range of products, from the United King-
dom’s system, and fewer are required to provide reciprocal concessions.

To the extent, then, that the relative trade performance of less devel-

oped countries in the markets of the United Kingdom and the European
Economic Community can be explained by policy factors, it is obvious
that the less developed countries have an intense interest in the outcome
of the negotiations concerning the United Kingdom’s application for
membership of the European Economic Community. This is especially
true for the less developed countries belonging to the Commonwealth.
And yet the negotiations concerning the possible expansion of the Com-
munity are proceeding with almost no attention being given to the impact
of such expansion on the Third World in general and the less developed
Commonwealth in particular. All that has emerged on this score are the
following statements:—

1 Attention will be given to the interests of beneficiaries of the Com-
monwealth Sugar Agreement (which covers Australia as well as less
developed countries);

2 Dependent territories of the United Kingdom {(except for Hong Kong
and Gibraltar) will be treated in the same way as overseas territories
of existing members;

3 Some Commonwealth African countries will be allowed to apply for
‘association’ with the Community;

4 Caribbean Commonwealth countries can be expected to negotiate

1The removal of such taxes may not have any great effect on total consumption but, it would
allow LDC exporters to impose equivalent taxes or price increases—which would mean a
significant increase in foreign exchange receipts for them.



trade agreements for the specific products in which they are inter-
ested;

5 The problems of the Asian members of the Commonwealth would
be studied during the time the United Kingdom was going through
the transition to full membership of the Community. Nothing is held
out for the remaining independent less developed countries other
than hope for benefits from the UNCTAD sponsored Generalised
Scheme of Preferences (GSP) and ‘spill-over’ effects from the growth
of Community income.

That the nature of the situation is not fully appreciated by the British
Government is clearly demonstrated in Mr Rippon’s statement to the
House of Commons on 10 December 1970. In this he said:—

‘We are concerned that the enlarged Community should have good

trading relations with the developing countries as a whole, including

the Commonwealth.

We must be desperately concerned about the trade of all these small

developing Commonwealth countries. The best way we can protect it

is to ensure we are strong enough within the enlarged Cornmumty to

be able to buy what they have to sell.’
This statement misses a very important point. The amount and source
of imports from less developed countries into the European Economic
Community and the United Kingdom is to a large extent determined by
policy measures rather than by economic strength. The issue now is
whether or not an enlarged Community, including the United Kingdom,
would increase the severity of the existing restrictions on imports from
the Third World. Furthermore, a question which must be raised is whether
or not the process of enlarging the Community may slow down the
process of world-wide liberalization of trade which has been taking place
since the end of World War Two. The first signs that it might have been
evident in the protectionist lobbies in the USA during the last few years.

Mr Rippon’s ‘desperate concern’ is in fact inconsistent with one of
the prime objectives of the Community which is to enhance its own
economic strength by increasing its self-sufficiency. This is not to say
that enhanced economic strength is incompatible with increased flows of
imports from less developed countries. The argument being made here
is that while such enhancement of economic strength (whatever this
means) is a necessary condition for increased flows of imports from the
Third World, it is not sufficient. The most important requirement is a
desire to reduce discrimination against imports from poor countries. There
is little evidence at present of such a desire. '

What does Mr Rippon mean by the phrase ‘good trading relations’?
At present both the members of the European Economic Community and
-Britain (as a ‘member of EFTA) collectively discriminate against imports
from less developed countries and impose impediments to some imports
from that source. In addition, Britain and. the Community favour some
less developed countries over others. British membership of the Com-
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munity would automatically worsen the trade prospects of several less
developed countries if their benefits under the Commonwealth Preference
System, Commonwealth Sugar Agreement, and the Textile arrangements,
were abolished and not replaced by any compensating benefits, Finally,
if Britain were to adopt the Community’s offer of preferences under the
UNCTAD scheme, then the value to a number of important less devel-
oped countries of Britain’s participation in that scheme would be much
reduced. Mr Rippon’s phrase has a hollow ring to it.

There have been no definite, detailed statements concerning changes in
the trade policy of the Community towards less developed countries con-
sequent on its enlargement. It is therefore not possible to set out definite
predictions of the effects of that enlargement on the trade prospects of
the less developed countries. All that can be done is to identify forces
which are at work in any case, allowing for possible changes which have
been indicated, and assess the likely impact of these forces on the Third
World, broken down into groups with similar interests.

The two most important policy-determined factors which are at work
are the Yaoundé Convention and the UNCTAD preference schemes.!
The most important modifications which must be allowed for are those
contained in the statements listed above concerning the less developed
members of the Commonwealth.

Groups of countries can be identified according to the degree to which
they could expect preferential treatment to be extended to them by the
expanding Community under the Yaoundé Convention (and other special
arrangements) as qualified by the coming into operation of the UNCTAD
sponsored Generalised Scheme of Preferences (GSP)% This last qualifica-
tion is an important one, as it could seriously reduce the value of the
preferences currently extended by the Community and the United King-
dom to the members of their preference schemes. The final outcome is
uncertain, as so far there has not been any indication as to whether
the GSP operated by an enlarged Community would take the form of
that currently offered by the Six or that offered by the United Kingdom.
In fact one of the reasons why it was not possible to arrive at one
standard GSP was the difficulty of reconciling a uniform scheme with
the interests of different developed countries’ currently preferred less
developed trading partners.

As they presently stand, the offers of both the Community and the
United Kingdom contain the proviso that the preferences to be imple-
mented after ratification would to some extent depend on the outcome of
negotiations with members of their existing preference schemes. In addi-
tion, the United Kingdom scheme includes the qualification that if less

1This paper is confined to an examination of trade policy measures, It should be noted, how-
ewger. that the operation of the Common Agricultural Policy also adversely affects the interests
of many

2The EEC GSP is to operate as from 1 July 1971.
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developed Commonwealth countries which lose benefits under the present
Commonwealth Preference System do not receive adequate compensatory
benefits in other markets under the GSP scheme, then the United King-
dom offer will be modified. A similar clause is contained in the Com-
munity’s offer with regard to its Yaoundé associates. But in this case the
safeguard will be implemented via the operation of a tariff quota system,
which will limit import preferences for less developed countries which
do not currently benefit from special preferential trading arrangements
with the Community. An, as yet, unknown factor which limits the value
of these safeguards is the fact that the United States’ scheme is qualified
by a proviso, which states that the continued operation of the United
States scheme is conditional on the elimination of the special preferences
implied by such safeguards, and also the reverse preferences which they
entail.

There is another crucial difference between the two schemes. While the
offer of preferences for processed agricultural products in the United
Kingdom scheme is based on zero tariffs for developing countries, that
in the Community scheme is based on quite small cuts in the full tariff
rate. This would frequently leave quite substantial protection (up to
34%,) for processing industries within the Community and in the bene-
ficiary countries of the Community’s existing preference schemes. For the
most part imports of these products enter the Community duty free from
the AASM and other countries which currently benefit from the special
preferential arrangements.

At the present time it is impossible to know whether the UNCTAD
preference offer of the enlarged Community would be more like the
present United Kingdom offer or that of the present Community. There
has been no official guidance on this point. Clearly any attempt to guess
at the likely outcome is, at this stage, a matter of political judgement.
It is the author’s opinion that the joint offer is most likely to take the
form of the current Community offer.

In that case current beneficiaries of the Commonwealth Preference
System which would not be included in the special preferential arrange-
ments of the enlarged Community under the Yaoundé Convention, or a
similar preferential arrangement, would find their traditional tariff-free
protected markets for processed agricultural products in the United
Kingdom closed by one of the highest tariff barriers in the world. Their
only hope would be for specially negotiated trade agreements with the
enlarged Community. It is unlikely that in such a situation the United
Kingdom would hold out against its fellow Community members and
their client states in French-speaking Africa, to ensure that no losses are
incurred by such Commonwealth countries. Indeed, as the bilateral trade
agreements, and all other specially negotiated arrangements of the Com-
munity are based on substantial reciprocal concessions, such losses are
virtually guaranteed.

The preceding paragraph was concerned with processed agricultural
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products exported from Commonwealth countries which would not be
given rights similar to those under the Yaoundé Convention. There is
another group of Commonwealth countries which would almost certainly
incur substantial losses following the United Kingdom’s membership of
the Community. It is composed of those countries which are developing
markets in the United Kingdom for manufactured goods, and which
would be excluded from benefits under the Yaoundé Convention. Except
for textiles, there are no quantitative restrictions on imports into the
United Kingdom of manufactured goods from less developed Common-
wealth countries. Such trade has in recent years contributed significantly
to the economic development of several Commonwealth countries,
especially among those in Asia and the Caribbean. These countries will
lose their protected markets in the United Kingdom.

The Community GSP offer, which is being held up to them as com-
pensation, will place restrictions on the total value of imports of manu-
factured products which would benefit from preferences — both on the
initial level of such imports and its rate of expansion. In addition, no
beneficiary of the scheme will be allowed to supply more than half the
total preference quota in any year.

The rigidity and arbitrariness of these rules presents the possibility of
some serious anomalies arising. For example, if a beneficiary, on the
basis of the preferences, develops a competitive advantage in a specific
manufactured good, it will find that the value of the Community prefer-
ence is dependent on the level of the Community’s imports from developed
countries and uncompetitive less developed countries. This follows from
the rules that no beneficiary can provide more than half the quota, and
that the quota is set at a level equal to the value of the Community’s
imports of the product from beneficiaries in 1968, plus 5% of the c.i.f.
value of imports from non-beneficiary (developed) countries. The coun-
tries which stand to lose significantly in certain products in that situation
include India, Pakistan, Malaysia, Singapore and Hong Kong.

So far we have identified one group of countries — those Common-
wealth countries which would not benefit under special, Yaoundé-type
arrangements. The outcome for them would depend partly on the com-
position of their exports and partly on the nature of any trade agreements
they may be able to negotiate with the enlarged Community. On the
basis of the evidence we have to hand, however, they would almost
certainly all be net losers as a result of the United Kingdom joining the
Community. That is, their gains from the GSP of an enlarged Community
would not offset the losses they would suffer as a result of the UK
abandoning Commonwealth preferences and its GSP offer. The losses of
these countries, added to the losses of consumers in the United Kingdom,
would be balanced by the gains of producers either in the enlarged Com-
munity, or the Community’s specially preferred suppliers (not all of which
are less developed countries), or other less developed countries with
which the Commonwealth countries would have to compete on an equal
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footing. It is to these last two groups of countries which we will now
turn our attention, having noted in passing that domestic producers in
the enlarged Community would benefit from the increased protection
implied by the changes.

The first group is composed of those countries which would be asso-
ciated with the enlarged Community by the Yaoundé Convention or its
replacement, and other countries with special trade links. At present the
association arrangements take several forms. The French overseas depart-
ments are treated as part of the Community itself and will be more-or-
less unaffected by the changes. Overseas dependencies of France and
Holland are extended the same commercial policy treatment by the Com-
munity as is applied to intra-Community trade, including similar rights
and obligations under the Common Agricultural Policy. The exXisting
Associated States and remaining dependencies (except Hong Kong) of
the United Kingdom are likely to be offered a similar arrangement. The
Yaoundé Convention ostensibly created a series of free trade areas
between the Community and eighteen ex-colonies of the Six. Nine
Commonwealth countries in Africa (the black states, and possibly Bots-
wana, Lesotho and Swaziland) would, it has been stated, be offered the
same treatment. For the East African countries this would be a replace-
ment of their existing association links with the Community.

For the most part the overseas departments and dependencies are very
small units and the impact of the proposed changes on them will be
ignored here. Any benefits they receive would have little effect on the
total markets of other countries. Any losses they incur can be regarded
as grounds for compensation from their metropolitan powers. Our real
concern is with those countries associated with the Community via the
Yaoundé Convention, or which have been promised such association.
So many, at present not quantifiable, factors have to be allowed for that
the final outcome of the changes in terms of their impact on the trade
interest of these countries is difficult to assess.

First, the GSP would reduce or eliminate their special preferences for
manufactured products, although any interests they have in this field
would be to some extent safeguarded by the tariff quota restrictions of
the Community’s scheme. In fact, as none of the present or proposed
beneficiaries under Yaoundé have any significant interest in exports of
manufactured products, the benefits of these restrictions will probably
accrue to Community producers and producers in non-Community devel-
oped countries. Secondly, the present beneficiaries under Yaoundé would
have to share with their new fellow-associates their heavily protected
market in the Community for processed agricultural products. They would
receive in return free access to a newly protected UK market. But as
for most items they are less competitive than the Commonwealth coun-
tries in Africa, they would be unlikely to make such inroad in the UK
and would probably stand to lose much of their market in the Six.
Prima facie it would appear then that the market situation of the Com-
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monwealth African countries offered associate status under the Yaoundé
Convention would improve, largely at the expense of the present assoc-
iates. But the long-term continuance of such benefits will be in jeopardy
as long as the Community and United States viewpoints on discrimin-
atory preference schemes remain unreconciled.

The remaining group of countries to be considered consists of the
non-Commonwealth countries which will not have any special access to
the market of the enlarged Community, other than via the GSP. On
the assumption, made above, that the scheme operated by the enlarged
Community would be closer in form to the offer of the Six than that
offered independently by the United Kingdom, then the, for the most
part, trivial preferences offered on processed agricultural products can
be discounted. These preferences are unlikely to have any significant
effect on trade flows.

For manufactured products the situation is unclear. Those countries
which would benefit under the GSP and which have developed
export lines in manufactured goods (mainly Taiwan, Korea, Philippines,
Mexico and Argentina), could make a once-for-all gain. The limit of such
a gain for an individual country would be: the mfn rate of duty multi-
plied by half the Community’s tariff quota under its GSP. It is unlikely
to have any marked effect on the total foreign exchange earnings of the
countries in question. And against this gain must be set the new limita-
tions imposed on the growth of such preferential trade, and the expansion
in the number of less developed countries which will not be subject to
such restrictions (the Commonwealth African countries).

Summary and Conclusions

The enlargement of the European Economic Community following the
accession of the United Kingdom and the other applicants would create
the world’s largest trading bloc, in which imports from non-members
(including less developed countries) would be discriminated against. On
its own this would represent a substantial worsening of the overall trade
position of the Third World. But two other changes must also be allowed
for. First, there would be an increase in the number of less developed
countries which would have access to the markets of the Community
countries for many products on terms equal to those enjoyed by the
members of the Community. And secondly, the probability that the en-
larged Community would operate its GSP along the lines of that currently
being offered by the Community has to be taken into account.

This paper has been reasoned in terms of the broad changes in com-
mercial policy structure that would be faced by less developed countries
with export interests in the enlarged Community. On these terms it has
been argued that while Commonwealth countries which would receive
association rights with the enlarged Community would stand to benefit,
these benefits would largely be at the expense of countries which currently
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enjoy rights of association with the Six and of Commonwealth countries
which would lose their special preferences in the United Kingdom market.
Hong Kong in particular would find itself with a substantially worsened
trade environment. It was also argued that the GSP likely 10 be operated
by the enlarged Community might confer some small-scale, short-term
benefits on some less developed countries exporting manufactured goods,
but that such benefits would be at the expense of the long-term interests
of all less developed countries. If it is also allowed that the process of
enlargement of the Community implies a force which would operate to
slow down the momentum of world-wide liberalization of trade, then the
conclusion that such enlargement would involve a serious threat to the
trade interests of less developed countries is one which is difficult to
avoid.

Such a result must almost necessarily follow from the creation of a
situation in which some of the world’s largest, protectionist-minded
countries are permitted to dictate the terms on which they will allow
imports into their markets, without fear of retaliation. It is natural that
they should attempt to use their monopsonistic trading power to create
the trading environment most conducive to their own interests. The British
Government has indicated that its negotiating position is based on the
principle that British interests come first, and that consideration of the
interests of its trading partners in the Commonwealth and elsewhere will
not impede the negotiations. It is clear that so far the British Govern-
ment has given little thought to the effect its joining the Community
would have on the trade interests of less developed countries, both within
and without the Commonwealth. No attempt has been made even to
calculate the magnitude of that effect. In those circumstances Mr Rippon’s
phrase expressing concern can only be regarded with scepticism by the
countries of the Third World.

Note:~ Thanks are due to' Michael Lipton and Robert Wood for valuable
comments on an earlier version of the paper. Responsibility for opinions
and errors is mine. The earlier version is to be published in Destiny or
Delusion, D. Evans (editor), by Victor Gollancz Ltd., summer 1971.
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Enlargement of the EEC and Community
policies in the field of trade

Gerhard Schiffler!

Author’s note:

This paper represents the author's personal views, and in no sense com-
mits the institution to which he belongs, namely the Commission of the
European Communities.,

I Introduction

In dealing with the responsibility which an enlarged Community will
have in the matter of development it is necessary first of all to look at
the concept of development policy in the EEC as it is today. The first
part of the paper therefore outlines — without any pretensions to being
exhaustive — some essential aspects of the Community’s regional develop-
ment policy; the emphasis will naturally be on the Yaoundé Conventions.
The second part describes the ways in which the Community is already
active today in some fields of development policy outside the regional
framework. In the third and last part there is a discussion of the prospects
that lie ahead for an enlarged Community in the development field,
particularly the evolution of association arrangements in the future,

The paper is concerned primarily with trade matters. Financial aid
and technical assistance are dealt with by Dr. Charles van der Vaeren in
the paper entitled: ‘Enlargement of the EEC and Community Policies in
the field of Aid’.?

II The Community’s Development Policy within a Regional
Framework

(1) Fundamental principles of association
Although it is unnecessary to deal in detail with the origin of the assoc-
iation based on Part IV of the Treaty of Rome, it may be appropriate to
reiterate the basic features.

The preference given to a number of African countries through the
association with the EEC arose from the consideration that it was not
possible to break the economic links that had grown up in time without

IChef de Division, Direction Générale de 1'Aide au Développement: Commission des
Communautés Européennes.

2See page 59.
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replacing them with something else, for both European and African
interests would have been badly hit. And so the EEC has been given a
task in part of Africa which it presumably would not have sought of its
own accord without the colonial heritage of some Member States.

With the independence of the overseas territories, and subsequently
through the Yaoundé Conventions, the association developed from an
exclusively internal, multilateral arrangement under the Treaty into an
external relationship of the Community based on mutual rights and obli-
gations. This association has now acquired political stature of its own,
as the Associated African States and Madagascar (AASM) have become
true contractual partners of the EEC.

(2) Aid by trade — one of the important features of the association

On the trade side, association is based on the principle of the establish-
ment of a free trade area with reciprocal rights and obligations, to
the extent that the latter can be assumed by developing countries. It
therefore consists of according the associated countries preferential
treatment, and this is undoubtedly the most contested feature of the
association, The developing countries in competition with the AASM
feel themselves at a disadvantage; the AASM in their turn consider the
EEC preference to be insufficient and regret that they are being reduced
progressively.

Criticism of EEC preferences, however, generally overlooks the fact
that by no means all products imported from the AASM into the Com-
munity enjoy preferential treatment. For a significant number of products
of interest to the AASM there is a nil duty under the Community’s
external tariff as, for example, for groundnuts, palm kemnels, copra, cot-
ton, tropical woods, copper and ores, which make up a considerable part
of their exports. In addition, a number of agricultural products do not
enjoy, as a rule, more than a modest degree of preference, as the Com-
munity is for understandable reasons not in a position to include the
AASM in its agricultural market organisation, and consequently to lift
the barriers to such trade in the same way that it has done between the
Member States. .

The aim of the preferences is clear: it is to open markets for the
AASM in the EEC - or to maintain open their earlier markets — in order
to enable them in this way to cover a part of their growing foreign cur-
rency needs by increased exports. And so financial aid, technical assistance
and aid through trade are complementary. Indeed, it is doubtful whether
one or the other on its own would have been viable in the framework of
institutionalized cooperation such as is to be found in the association.

It could be asked what effect the reduction of customs barriers vis-a-
vis the AASM has had on their exports to the Community and whether the
expected development of trade has really come about. The Community’s
imports from the associated countries went up from $896 million in 1958
to $1,718 million in 1969. This corresponds to an annual growth rate of
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6%, as against 7.1%, growth for the developing countries as a whole. But
if petroleum is not taken into consideration — it is exported from the
AASM in small quantities only — the rate for the developing countries as
a whole drops to 5.1%.

The conclusions may be drawn that the EEC preferences, which have
been criticised so sharply, have not in fact had the effects hoped for by
the AASM and feared by the other developing countries. Does this mean
that the EEC has taken the wrong road?

The value of customs preferences is of course strongly disputed and
can hardly be proved with mathematical precision. It would be too simple,
however, to draw the conclusion that they should be dropped because
they have not achieved all that was hoped. Who could prove that, without
them, exports of this or that product would not have suffered seriously?

As regards the destination of their exports to the Community,
the AASM have diversified their outlets quite appreciably, for exports
to each of the Six have expanded at different rates.

AASM exports to EEC Member States (cif)
Annual growth rates—1958-1969

(%)
EECas a France Belgo-Luxembourg Netherlands  Federal Republic Italy
whole Economic Union of Germany
60 2.8 6-9 94 11-3 13-4

Source: Statistical office of the European Communities

Exports to the former mother countries (France and Belgium) are only
increasing slowly, while the Netherlands, Italy and Germany have stepped
up their imports at a rapid pace — appreciably higher than the Community
average. Indeed if one takes into account the respective growth of exports
from the AASM to each of the Six, it will be seen that the French
market, which absorbed 53.3%, of the AASM’s exports to the Community
in 1959, took no more than 38.8% in 1969. In contrast the share of the
other Member States has risen.

The decrease in importance of the French market for the Associated
States is all the more evident if one considers only the countries prev-
iously administered by France. Exports from those countries to France,
which accounted for 819, of their exports to the EEC in 1959, represented
no more than 56% in 1969, while the market of each of the Member
States accounted, in relative terms, for about twice as much in 1969 as
in 1959.

The conclusion is clear: that the most marked increase in AASM
exports has been to those Member States which earlier they did not
number among their traditional customers. This geographical diversifica-
tion of the associated countries’ exports is a logical result of the associa-
tion, which has created all kinds of new links between the AASM and the
Member States other than France.

In order to fulfil their obligations arising from the establishment of a
free trade area, the associated countries for their part are required to do
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away with customs duties and quantitative restrictions hampering the
-import of goods originating in the Community, except in so far as they
are necessary to protect infant industries or to meet balance of payment
difficulties or budgetary requirements. Hence there are what are known as
reverse preferences, which are no less contested than the preferential
treatment granted by the EEC to the AASM.

Looking at the trend of exports from the Member States to the AASM,
it can be seen that they went up from 3663 million in 1958 to $1,117
million in 1969. This corresponds to an annual growth rate of 5.6%, as
against a growth rate of 5.9%, for exports from all industrial countries to
the AASM. This suggests that the reverse preferences, which incidentally
by no means apply to all imports coming from the EEC, have not had
the effects feared in many quarters. Regarding the origin of the AASM’s
imports from the EEC, there has been a similar diversification to that we
have already seen in connection with AASM exports to the EEC. The
former mother-lands are expanding their exports to the associated
countries at a relatively slow pace, while the Netherlands, Germany and
Italy are increasing their sales to the associated countries at a rate far
higher than that of the Community as a whole.

As a result of these developments, France and Belgium accounted for
only 59.4%, and 11.2%, respectively of Community exports to the AASM
in 1969 as against 65.8%, and 16.9%, in 1958. This diversification within
the Community of the associated countries’ sources of supply also derives
from the logic of the association because of the many new links estab-
lished between those countries and the Member States other than France.
It must be remembered, moreover, that with the setting up of the associa-
tion the advantages which France enjoyed earlier in part of its former
territc.:es have progressively been extended fo France’s European
partners.

(3) Institational aspects

So long as the overseas countries were associated only by virtue of the

close ties they had with their then mother countries, there was no need for

institutional provisions. They were represented vis-a-vis the Community
by their mother countries. Once a great part of them had become inde-
pendent, it was necessary to set up joint bodies under Yaoundé I. In
them the contracting partners could manifest their political will and work
out in common their position on practical issues.

This resulted in the creation of:

(a) an Associarion Council at ministerial level, consisting of representatives
of the Common Market Council of Ministers, the European Com-
mission, and one representative each from the associated countries.
It meets once a year normally to survey the broad working of the
Convention. The office of chairman alternates between a member of
the Common Market Council of Ministers and a member of the
Government of an associated country;
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{b) an Association Conunittee, with powers delegated from the Council,
at ambassadorial level. Its composition follows the same pattern as
that of the Council;

(¢) a Court of Arbitration consisting of a president, appointed by the
Council of Association, and four members, two nominated by the
Community and two by the associated countries;

(d) a Parliamentary Conference, composed of members of the European
Parliament and of the legislatures of the associated countries, which
meets once a year.

The setting up of these institutions, and their composition, is perhaps
the clearest illustration of the principle of friendly co-operation between
equal partners, which underlies the whole concept of association between
the Community and the developing African countries.

(4) Special features of regional arrangements

In considering the pros and cons of the EEC’s existing regional arrange-

ments, the following points deserve emphasis:~

(a) The criteria chosen by the OECD and the United Nations for assess-
ing the stage of development — whether per capita income or the
ratio of industrial income to the total income of a country — show
that the AASM belong to the poorest countries. And if we look
at aid from the angle of industrialized countries’ responsibilities
towards the developing countries there can hardly be any objection
to supporting the particularly needy countries with regional compre-
hensive aid.

(b) It may be observed, furthermore, that this association does not have
any particular disadvantage for the remaining developing countries.
In no way has it proved to be a factor disturbing world trade, as all
participants in such trade have been able to take advantage of the
economic growth of the Community, many even more so than the
countries linked with the Community through association.

(c¢) Criticism of the Community’s policies towards developing countries
generally ignores the fact that a distinction must be made between
what the Community does and what the Member States do. This,
too, is a source of frequent misconceptions. The EEC Treaty makes
no provision for a Community policy towards developing countries.
The expressions ‘development aid policy’ and ‘development aid’ are
at any rate not to be found in the EEC Treaty,

In practice, however, the Community’s development policies as they are
today may be summarised as follows:—

(a) Comprehensive development measures by the Community ~ embracing
aid through trade, financial aid and technical assistance — in a
relatively small, geographically clearly defined framework;

(b) Worldwide aid by the Member States in the framework of bilateral
arrangements or as contributions to multilateral organizations other
than the European Development Fund (EDF);
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(¢) Action by the Community at world level, but mainly limited to trade
measures.

(5) Other association agreements with countries whose production and

economic structures are comparable with those of the AASM
The association established by the Treaty of Rome and developed by
the two Yaoundé Conventions is in no way an exclusive club which
discourages new members. Far from it. Other countries whose production
and economic structures are comparable with those of the eighteen
Associated States are invited to accede to the Yaoundé Convention or,
alternatively, to conclude separate conventions or negotiate trade agree-
ments with the Community.

Nigeria was the first Commonwealth country with which the Com-
munity decided to open negotiations. These resulted in the conclusion of
a special association agreement, which was signed in Lagos on 16 July
1966. It expired on 31 May 1969 before it could be implemented.

Following in Nigeria’s footsteps, the three Partner States of the East
African Community showed an interest in establishing closer links with
the EEC. A first association agreement, signed in Arusha on 26 July 1968,
could not be ratified for lack of time, since it expired on the same day
as Yaoundé 1, that is to say on 31 May 1969. A second agreement,
negotiated last summer and signed, again in Arusha, on 24 September
1969, took effect on 1 January 1971 and will expire on 31 January 1975.
Unlike the Yaoundé Convention, this Agreement does not provide for
financial aid or technical assistance.

Il The Community’s development policy beyond the regional
arrangements

The association agreements between the Community and a number of
developing countries have proved to be an effective instrument of co-
operation. Community effort on behalf of developing countries is not,
however, confined to the measures set out in these agreements,

The Treaty of Rome requires the Community to act as a Community
in the field of tariff policy; consequently, the Community can use its
common customs tariffi as an instrument of development policy. In its
association policy the Community has endeavoured not only to take
the interests of the AASM into account but also to reconcile their interests
with those of other developing countries who compete with them. For
example, the Community suspended or reduced the common customs
tariff duties on a number of tropical products when Yaoundé I came
into operation, thus reducing the preferences enjoyed by the AASM.
A similar step was taken on the entry into force of Yaoundé II on 1 Jan-
uary 1971. In particular, the external tariff was reduced for coffee, cocoa
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and palm oil. The United Kingdom and the Community have, by agree-
ment, suspended duties on tea and tropical woods. In the Kennedy
Round the Community undertook to make reductions in the common
customs tariff which in part also benefit the developing countries.

The Community also played an important part — it might even be said
a decisive one — in elaborating the system of generalized preferences for
manufactures and semi-manufactures exported by developing countries.
The point must be made, regarding the immediate effects of the intro-
duction of this system on the AASM, that the associated countries are
not very much affected by the products covered by the generalized prefer-
ences. However, incentive to invest in the associated countries — incentive
which derives from the special preferential arrangements under the
association — is likely to be diminished by the grant of generalized prefer-
ences to all developing countries. It should be noted that the advantage
which would accrue to the Associated States on the setting up of
generalized preferences would, according to the UN Economic Commis-
sion for Africa, amount to $1.1 million only.

Moreover, bilateral negotiations with a number of developing countries
have led to the signing of agreements in which the Community makes
concessions in respect of specific products of special interest to these
countries. For instance, a range of manufactures from India and Pakistan
now enter the Community free of duty. It must further be noted that
the Community is also a party to international commodity agreements
and to the activities of the various international bodies concerned with
development aid. This has enabled it to help define development strategy
for the coming decade.

To sum up, the Community has endeavoured to make its responsibilities
towards the associated countries compatible with its responsibilities to-
wards the other developing countries.

IV Enlargement of the Communities

With regard to the responsibility which an enlarged Community will
bear towards developing countries, it is desirable to distinguish three
sets of problems:
(1) Relations between the new members and the developing countries
already associated with the Community;
(2) Relations between an enlarged Community and the developing
countries of the Commonwealth;
(3) An enlarged Community’s responsibility towards other developing
countries.

(1) Relations between the new members and the developing countries
already associated with the Community.
The Community assumes that the applicant States accept the Treaties

53



and their political objectives, and all decisions taken since the Treaties
come into force-and the options taken in the field of development. The
enlarged Community must therefore be prepared to continue with the
association policy that has been pursued so far. On both the legal and
the institutional planes, however, we must make a distinction between
(i) the Associated Overseas Countries and Territories, (i) the AASM.
(iii) the three East African States and (iv) the associated developing
countries in the Mediterranean basin. Arrangements for the first three
groups of countries have common features, in that the Community’s
commitments are comparable where they cover the same ground and that
the current agreements will expire on the same date, that is to say on
31 January 1975.

As far as the Overseas Countries and Territories are concerned, mutual
commitments are, in a way, automatic since their association is based
on Part IV of the Treaty. New Community members would therefore
have to accept the rights and obligations on which association is based on
the entry into force of the accession treaties.

As for the AASM, it can be assumed that agreement in principle
would have to be reached during the membership negotiations on future
commitments to be undertaken by the new members. Conversely, the
AASM must agree to treat the enlarged Community in exactly the same
way as they now treat the existing Community. It would be virtually im-
possible to apply these principles by the time the accession treaties come
into force. It can be assumed, furthermore, that the interval between the
entry into force of the accession treaties and the opening of negotiations
for new association agreements will be short. This being so, these negotia-
tions could well be conducted by the enlarged Community. In the mean-
time the status quo could be maintained in relations between new mem-
bers and the AASM.

Negotiations for the renewal of the Arusha Agreement are also
scheduled to begin not later than 1 August 1973. These negotiations too
could be conducted by the enlarged Community.

(2) Relations between an enlarged Community and the developing coun-
tries of the Commonwealth

(a) Dependent territories of the United Kingdom
The dependent territories of the United Kingdom would be assoc-
iated with the enlarged Community on the terms which are set out
in Part IV of the Treaty of Rome and in a related Council decision
that now apply to the Overseas Countries and Territories.

Since the arrangements governing the association with the Over-
seas Countries and Territories expire on 31 January 1975, a compre-
hensive arrangement would have to be found from that date onwards
for all the dependent countries both of the present Member States
and of the United Kingdom, with the exception, however, of
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Gibraltar and Hong Kong, which are c¢ountries that .do not lend
themselves to association. It should be noted that there is a joint
Anglo-French proposal concerning association with the enlarged
Community of the New Hebrides condominium on the lines of Part
IV of the Treaty of Rome.

Independent developing countries of the Commonwealth in Africa,
the Indian Ocean and the Caribbean s

For the 12 independent developing countries of the Commonwealth
situated in Africa — Gambia, Ghana, Kenya, Malawi, Nigeria,
Sierra Leone, Tanzania, Uganda, Zambia, Botswana, Lesotho, Swazi-
land — there is agreement to offer a choice between three formulae:
accession to the Yaoundé Convention, an association agreement sui
generis, or a general trade agreement. As regards Botswana, Lesotho
and Swaziland, however, this offer would stand only if those coun-
tries, should they choose association, granted the enlarged Com-
munity the same tariff advantages that they give to South Africa;
furthermore, rules of origin would be necessary to guarantee the
Community against the risks of deflection of trade which could
arise from the special situation of those countries.

As has already been mentioned, renegotiation of the Yaoundé
and Arusha Agreements should begin on 1 August 1973. By this date,
then, an enlarged Community would have to be in a position to open
negotiations with existing associates and with Commonwealth coun-
tries seeking association. It is understood that until 1 February 1975
the status quo will be maintained between the United Kingdom and
the countries in question.

The independent Commonwealth countries in the Caribbean
(Barbados, Guyana, Jamaica, Trinidad and Tobago), in the Pacific
(Tonga, Western Samoa and Fiji), and in the Indian Ocean (Maur-
itius) pose a special problem. It can be said that their production
and economic structure are by and large comparable with that of the
AASM. Since, however, most of them are primarily interested in
outlets for their sugar — a problem related to the future of the
Commonwealth Sugar Agreement, which is still under discussion -
the task of defining the precise form of their relations with the
enlarged Community is being left to a later date.

Independent developing countries of the Commonwealth situated
in Asia, the Far East and Oceania

As the problems arising from the nature of the relations between
countries of this category and the enlarged Community cannot be
resolved through a form of association, the United Kingdom will,
in the course of the transitional period, progressively have to apply
common customs tariff duties to products originating in those coun-
tries. During the transitional period the enlarged Community will
examine any points which may arise in the light of the effects of
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implementation of the generalized preference system, which should

in the normal course of events go a long way towards dealing with
these countries’ problems. It is understood that the enlarged Com-
munity will examine with the countries concerned any problems
affecting trade in order to seek suitable solutions.

(3) An enlarged Community’s responsibility towards other developing
countries

An expanded Community will have to be alive to the great responsibility
that it will have in the sphere of development poilcy over and beyond
regional arrangements. It is in the nature of things that this policy will
in the first place be focussed on measures outside the sphere of financial
aid.

In other words, action by the present Community would be continued
by an enlarged Community. This would include the harmonization of
measures adopted by the Community plus its new members to grant
generalized preferences to developing countries, participation in inter-
national commodity agreements, and the adoption of a united stand
in international organizations concerned with development. Some thought
will also have to be given to the opportunity provided by an enlarged
Community of taking measures to promote trade and stabilise prices.

(4) Trade policy aspects

Enlargement of the existing association will have a number of conse-
quences not only for the AASM’s competitive position on the enlarged
Community’s market but also for the situation of other, non-associated
developing countries. A question to be asked is whether it makes sense to
maintain the present preferences for all products or whether it will not be
necessary to make consequential adjustments here and there. The answer
to this question depends of course primarily on which Commonwealth
countries wish to join an association with the expanded Community, If
it is assumed that all African cocoa producers would become part of the
EEC’s preferential area, it does not seem to make much sense to maintain
a preferential duty for cocoa, for this would cease to have any purpose
once roughly 80%, of world production is located in the enlarged Com-
munity’s preference area. The mistake must not be made, however, of
generalizing too much since the situation is not necessarily the same for
one product as for another. But one thing is already certain: whatever
countries become new members of the present African association, the
trade content of the association will not be the same, For the trade part
of the future association, additional measures will have to be taken,
either to supplement the customs preferences or partly to replace them.
In this context. mention should be made of the Commonwealth Sugar
Agreement, which has shown that there are other, more effective means
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of promoting the exports of the developing countries than preferential
treatment.

There will certainly be much discussion on the reverse preferences.
This question may have to be assessed differently according to whether
it involves countries which already accord preferential treatment to
current and future members of the Community or those which do not.
Countries which are already giving reverse preferences today enjoy tariff
autonomy even though members of the association; that is they may
negotiate trade arangements with non-member countries on the condition
that the Community has the right to benefit from most-favoured-nation
treatment,

V Summary and Outlook

It may be concluded that enlargenient of the EEC would cause the Com-
munity to expand its activities in the sphere of development both within
and outside the association framework.

The basic premise should be that the association with the African
States, as it exists today and as it is beginning to develop with the
prospect of enlargement of the Communities, must be maintained and
taken further. With the growing political success of association and the
increasing realization of African public opinion that association is in no
way an instrument of neo-colonial influence, the relationship is becoming
increasingly attractive to non-associated Africa.

A new member of the Community would be required to maintain with
the developing countries relations identical with those now maintained
with them by the Six. Conversely, the associated developing countries
would have to accord any new member the same treatment as they
already accord the Six.

The enlargement of the Community is therefore bound to lead to an
expansion of overseas association. An enlarged Community will have to
step up its development activity and broaden it at the same time. In the
sphere of trade new, more effective instruments should be sought other
than customs preferences, which are sometimes of limited effect only. In
particular, an equilibrium must be found between the measures which
involve intensification and those which entail a broader base. The latter
should not mean a step backwards, or any sacrifice of what has already
been achieved.

But the enlarged Community, as the largest importer of the developing
countries’ produce, would also have an enormous responsibility towards
developing countries as a whole. This will be reflected in the growing
importance of the role played by the Community in international organ-
izations dealing with developing problems and in the need for ever-closer
coordination of action in those areas of development policy for which
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Member States will continue tc be responsibie. :

Community development policie: should nct take the place of the
development efforts by the Member States themselves. Rather, the two
should be complementary, The idea of turning development policy, as far
as financial aid is concerned, into a Community instrument at political
level may at first not be feasible. But it seems indispensable that there
should be agreement within the expanded Community on a minimum
degree of development strategy and coordination of development policies
measured on a worldwide scale.
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Enlargement of the EEC and
Community policies in the field of aid

Charles van der Vaeren!

Author’s note:

This paper only tackles a few of the many facets of a wide and importan:
subject, with a view to ‘priming the pump” of the discussion; therefore
it does not include specific conclusions but it merely draws attention tc
various factors to be considered. It deals only with independent LDCs,
since the question of dependent territories is fairly simple and has already
been settled in its broad lines in the current negotiations.

Among the points which have been left aside, but will certainly have ¢
bearing on the final solution to the problems considered, are the Unitec
Kingdom policies and practices in the field of aid to development, as they
compare to those of each of the Member States of the present Com-
munity. ’

Finally, the paper reflects only the personal views of its author, and
ast those of the Commiission of the European Communities.

I Introduction

When considering the effects of the enlargement of the Community on the
developing countries, in the field of aid to development, one has first tc
take into account the content of the present aid extended by the Com-
munity as such. New members would indeed be bound by aid provisiong
of the association agreements signed by the Community until these
expire, and new agreements cannot but be negotiated by the enlarged
Community against the background of what already exists.

Secondly, one has to examine the changes to be brought about by the
enlargement on the various factors which are apt to influence the
aid content of the association agreements of the enlarged Community.
These factors concern,-on the one hand, the contributing capacity of the
former and new Member States, their aid policies, and the financial flows
presently taking place from these countries to developing ones on &
bilateral basis. On the other hand, they concern the relative needs of
developing countries which already receive aid from the Community, o1
receive it from the States now negotiating for membership.

“Cret du Service 'Coordination des Aides et Questions de Synthese’, Direction Générale
we I'Aidz au Développement: Commission des Communautés Européennes.



In what follows an attempt is made to elaborate a little on some of
these basic factors, but more research work should be done in this field,
in order to provide the member States and the Commission with the
information required both to elaborate the policy of the enlarged Com-
munity and to negotiate thereafter with developing countries.

It is indeed tempting to try to draw right now a development aid
scheme for the enlarged Community. But much will depend in fact upon
political attitudes taken by the new Member States with respect to the
evolution of the Community’s aid policy, and also by the developing
countries to which this enlarged Community would then offer its co-
operation. Among the main question marks are the following:

i Would the United Kingdom favour an extension of multilateral aid
through the Community channel, or try to keep it to a minimum,
preferring to play the bilateral game with the developing countries?

ii How would the relevant Commonwealth countries react to an en-
larged Community’s offer to negotiate an association agreement?

iii  If these countries wished to conclude such an agreement, would they
ask for a Community aid element (Yaoundé model) or not (Arusha
model)?

iv  If they tried to conclude a trade-and-aid association, would they and
the presently Associated African States and Madagascar (AASM)
wish to negotiate together for a common agreement, or would they
prefer to deal separately with the enlarged Community?

v Would the Community be inclined to extend its financial and tech-
nical aid outside the scope of an association framework (e.g. by
means of food aid as at present) and to achieve, through aid, political
or commercial aims in preference or in addition to the present devel-
opment objectives?

As regards future relations with developing countries, certain basic
principles have already been agreed upon by the representatives of the
Community and the United Kingdom during the present negotiations, but
many political unknowns still cast a shadow on the possible effects of the
enlargement of the Community on these countries, in particular in the
field of aid to development. By reflecting together on these issues, we
might help our respective authorities to make their choices at the approp-
riate time.

It The present financial and technical co-operation between
the Community and developing countries

The bulk of development aid presently extended by the Community as
such outside Europe is a part — and an important one — of an association
agreement concluded with a group of 18 developing countries located in
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or around the African continent, the Associated African States and Mada-
gascar (the AASM)!. A marginal part of its aid goes to territories which
depend politically on one of the Member States and are also econom-
ically associated with the Community. Finally, the Community grants
some food aid to various developing countries in the world, in response
to specific requests from them.

Certain association agreements signed by the Community with develop-
ing countries do not include aid provisions. During their negotiations
with the Community, the East African associated States — Kenya, Tanz-
ania, Uganda - first expressed the wish to see an aid chapter included
in their association agreement, but to have it discussed after other matters;
the Community declared itself prepared to consider their request in a
positive way, but the three countries finally decided to sign the draft
agreement as it stood, without any aid provision. This does not mean, of
course, that the same States will take the same position when they negot-
iate the renewal of their association with the Community once it is
enlarged. Indeed, one might expect the opposite.

These negotiations would take place after the 1st of August 1973, at
the same time as those for the renewal of the second Yaoundé Conven-
tion between the EEC and the AASM. It would be politically unrealistic
to envisage that, after the enlargement of the Community, the terms of a
new association agreement would be less favourable than now for the
AASM, taking into account the evolution having taken place meanwhile
in the associated countries.

The second Yaoundé Convention is, like the first one, open to third
developing countries with an economic structure and productiorn com-
parable to those of the AASM. However, a system of financial and tech-
nical cooperation between the Community and some or all of these third
countries could also be included in another association agreement,
different from the Yaoundé Convention. What is a firm rule, so far, is
that the Community does not extend its aid, except for food aid, outside
an association agreement, Only in the institutional and legal framework of
an association, preferably with a group of developing countries, can aid
take the form of a true co-operation between equal partners.

One of the main characteristics of the Community’s association policy,
with a view to fostering the development of its associates, is that it
addresses itself to a regional group of less developed countries, and that
these make up a large number of the least developed countries in the
world, both in terms of their present social and economic situations, and
in terms of their rate of economic progress: This regional aspect of the

IFor background information on this subject, see my paper entitled: ‘Evolution of Financial
and Technical Cooperation between the EEC and Associated Developing Countries’, copies
of which are available from The Commission of the Europcan Communities, 200 Rue de la
Loi, 1040, Bruxelles, Belgium, See also: ‘The European Development Fund and its Operations
with Africa’ by Tom Soper, first published in the Journal of Administration Overseas, Vol.
VII, No. 4, October 1968; available as an ODI offprint from: Research Publications Services
Ltd., Victoria Hall, East Greenwich, London SEI10.
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Community's policy thus follows criteria both of efficiency and equity.

For political reasons, some of the Member States of the Community
allocate their bilateral aid in a different way; they tend to spread it widely
nver developing countries in the world, including Commonwealth coun-
tries. Table I shows that:

(i) only 40-50%, of the official financial flows from the Member States
and the Community as such go to the associated developing countries
outside Europe; the bulk of official aid flows is still in the form of
bilateral assistance to non-associated countries;

{ii) the Member States are directing through the Community channel a
minor, though increasing, share of their total official flows to
developing countries (3.5%, in 1962 — 8.6%, in 1969); and their contri-
butions to international development organizations are, on the
average, as large as their contributions to the Community’s multi-
lateral aid institutions;

{iii) the Community’s share in the total aid effort towards the AASM has
been increased to a significant degree, while bilateral efforts have
been kept nearly constant.

Of course, one could easily imagine that, with the ‘deepening’ of the
Community, the Member States would not only coordinate and harmonize
more thoroughly their bilateral and multilateral aid, but gradually multi-
‘lateralize also a larger share of their total aid effort. If Community aid
were to represent, not one tenth, but one third or even one half of the
official bilateral flows to developing countries, the limitations of this aid to
the present regional framework would certainly have to be revised, espec-
ially if the Community had been enlarged in between, and if each Member
State wished to retain a certain bilateral aid relation with many countries
benefiting from the aid of the Community as such.

1l Facts and figures about the enlargement of the Community

(a) Contribution of the new Member States to Community aid

Apart from the basically political decisions to be taken in this respect,
the main criterion for determining the share of the United Kingdom in
the Community’s aid to development will be her contributing capacity,
which must be determined mainly by the level of her average and total
national income, relative to those of the Six, but irrespective of her prev-
ious bilateral efforts in favour of developing countries.

The United Kingdom gross national product represents about 25%, of
that of the Community. However, her average product per head is now
15%, lower than in the Community. Some other factors should also be
taken into account, like the comparative (i) rate of growth of the GNP
and (ii) state of the balance of payments, in both of which the present
situation of the United Kingdom is less favourable than that of the Com-
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munity, but should gradually improve after the enlargement.

There is, however, an important political factor which would certainly
influence the willingness of the United Kingdom to channel through the
Community a substantial amount of development aid, namely the approx-
imate volume of the total aid of the enlarged Community which would
be likely to benefit Commonwealth developing countries. But this would
in turn depend upon the number and the socio-economic weight of such
countries which would seek to conclude with the enlarged Community
an association agreement including financial and technical cooperation.

It would certainly not be out of place to suggest that, with the enlarge-
ment of the Community and with the extension of the association of
developing countries with it, a larger share of the total official aid efforts
of the Member States should be channelled through the Community. It
is indeed surprising that the Member States’ contributions to the Euro-
pean Development Fund have increased at a much slower pace than
their GNP at current prices:

Average annual rate of increase Average annual rate of increase

of Community’s GNP of contribution to EDF
(at current prices; %)
- 1958-1964 : 9% 1st (1958-64) to 2nd (1964-70)
EDF : 3%
— 1964-1971 : 8 2nd to 3rd EDF (1971-75) EDF : 3

There is thus already a wide margin of contributing capacity on which
a substantial increase of the total Community’s aid could be based, in
order to provide a fair share for Commonwealth developing countries,
without reducing the volume of common aid already flowing to the
AASM.
(b) Aid needs of presemtly associated and Commonwealth developing

countries

So far, the United Kingdom authorities have expressed their agreement
with the view that the enlarged Community should offer an association
status to those developing -countries having an economic structure and
production comparable to those of the 18 African signatories to the
Yaoundé Conventjons, as has been stated in the declarations of intent
issued in 1963 and again in 1969 by the Community. This offer would
of course interest mostly Commonwealth countries in Africa. We shall
thus henceforth concentrate our attention on the relative aid needs of
these ‘associable’ countries, leaving aside the possibility that the Com-
munity would increase very substantially its common aid effort and ex-
tend it to other groups of developing countries — in particular in Asia
and the Far East.

Most of the Commonwealth ‘“associable” countries belong to the
same geographical areas as the presently associated countries. If they
would receive aid from the enlarged Community, this aid would be
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particularly well placed and equipped to help closer economic ties be-
tween these Commonwealth countries and their neighbours. It is well
known that, except probably for Nigeria, the industrialization and indeed
the economic progress of most less-developed countries in Africa depend
to a large extent upon the interconnection of their national markets.

As for the volume of finance which the enlarged Community would
devote to its cooperation with the Commonwealth associated countries,
it is a priori clear that this volume could hardly be fixed to leave them
with less aid than for the AASM. Both the United Kingdom and the
present Member States would certainly insist on equality of treatment
between all associated countries. The problem is then to know, first what
the needs of the Commonwealth countries are, and secondly how they
compare with those of the AASM.

The needs of the newly associated countries may vary widely, accord-
ing to the number and the weight of those which would want to become
associated and those which would prefer not to. Let us first compare a
few rough indicators for the AASM and the Commonwealth ‘associable’
countries of Africa as a group (see tables II and III on pages 66 and 67)
and then see how this comparison changes if some of the latter countries
are left out.

(a) Volume, density, and rate of growth of the population —
The ‘associable’ countries counted 114 million inhabitants in 1968;
this is expected to rise to about 190 million in 1985; their rate of
population growth is roughly 3%, per annum, and the density is now
on the average 30 per km? (11.5 per sq. mile). The AASM had 70
million inhabitants in 1968, which will increase to roughly 104 million
in 1985; the rate of growth is nearly 219, and the average density
only 7 per km? (2.7 per sq mile).

(b) GNP per head —
Both groups of countries (the associated ones and the ‘associable’
ones), have a generally low level of income per head; around $110 as
an average, on the basis of UN figures.
Of course these national accounts data should only be given a rough
indicative value for the countries concerned!, but it appears that
both the associated and ‘associable’ countries should be considered as
‘least-developed countries’, and that their needs for development aid
are very large and comparable.

(c) Economic structure —
The analysis of the GNP breakdown suggests that the AASM and
the Commonwealth ‘associable’ countries in Africa have a fairly com-
parable economic structure. Altogether agriculture, manufacturing
industries, and trade represent about the same shares of the GNP
in both groups of countries. On the other hand, the share of public

1Comparisons between GNP per head data in different groups of developing countries should,
in particular, take into account the widely different levels ¢f internal prices,
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administration is twice as large in the AASM as in the Common-
wealth group, but this is compensated in the latter by a larger share
for private transport and services.
An analysis of the utilization of economic resources brings out a
similar picture. The rate of capital formation is comparable on aver-
age in the two groups of countries. There is, however, a marked
difference in that private and public consumption is more important
in the AASM, whereas the share of exports is on the whole larger
in the Commonwealth countries.
Of course these average data cover a certain variety of situations
within each group of countries, but this should be taken into
account when establishing differential conditions of aid for the poorer
and for the not-so-poor amongst those least-developed countries.
(d) Development ‘aid’ received —
A rough comparison of official ‘aid’ received in 1968 by the AASM
and by the Commonwealth countries of Africa shows that the 18
AASM got $555 million {or $7.9 per head), whereas the 13 Common-
wealth countries received $415 million (or $3.6 per head). Both these
total and average figures are only rough indicators, of course: on the
one hand, only grant-equivalent data would be fully comparable and
significant; on the other hand, the size of the population is only a
very partial indicator of the relative needs. However, the difference
between $7.9 and 3$3.6 per head raises the question of a possible
disequilibrium in the efforts presently made in favour of the two
groups of African LDCs by the main bilateral and multilateral aid
sources.
In this respect, it is also interesting to note that, whereas the United
Kingdom gives practically no aid to the AASM, the Member States
of the Community contributed in 1968 18%, of the total official ‘aid’
to the Commonwealth countries of Africa.

In comparing so far the AASM with the Commonwealth ‘associable’
countries of Africa, we have assumed that all these countries will indeed
become associated with the enlarged Community (probably some time
after the present Yaoundé and Arusha Conventions have expired, i.e. in
1975) and benefit from its financial and technical cooperation. This
hypothesis may not materialize, at least partially: some of these ‘asso-
ciable’ countries may wish to conclude an association agreement of the
Arusha type, i.e. without aid, or perhaps not be associated at all.

Let us now make two different hypotheses, chosen at random, in order
to see how the political choices to be made by the ‘associable’ countries
will bear on the needs for aid of the new and old associated countries.
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First hypothesis:

Let us assume that Nigeria and Malawi will not benefit from financial
and technical cooperation. The enlarged association would then be
reduced to roughly 141 million inhabitants in 1975, instead of 225 million.
If the Community’s aid were to be allocated equally at the Yaoundé II
rate of roughly $2.5 per head per year, the total amount needed annually
would be $350 million, instead of $560 million. Indeed Nigeria only re-
ceived in 1969 some $102 million official aid from bilateral and multi-
lateral sources together., Moreover, there would be some reduction in
relative need for aid of the associated Commonwealth countries, as com-
pared to that of the AASM, since the effect of excluding Nigeria and
Malawi from the group would be to push up its average income per
head from $115 to $144, according to UN data.

Second hypothesis:
Let us assume that Sierra Leone, Zambia, and Swaziland will not take
part in the financial and technical cooperation. The group of African
countries assisted by the enlarged Community would then count about
217 million inhabitants in 1975. There would thus be very little reduction
in the total amount of aid required annually on the rough and indicative
basis stated above, especially since the needs of the non-associated
Commonwealth countries would, in this case, be lower than the average,
and not higher as in the first hypothesis. The average income in the three
countries excluded was around $260 per head in 1968, and their econ-
omies were among the most industrialized of the countries concerned.
Many other hypotheses could of course be worth considering, and
among them that in which the enlarged association would be open, not
only to the AASM and the Commonwealth countries of Africa, but also
to some other LDCs, located in the Caribbean area or in Asia and the
Far East, having an economic structure and production comparable to
those of the presently associated States. However, the chances are that
such an hypothesis would be less reliable politically than those concerning
the African Commonwealth countries.
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The EEC’s common agricultural policy
and imports from third countries

Christopher Trapman!

Note:

There are two main elements affecting the access of third country exports
to the markets of the EEC. One is the structure of the Common External
Tariff (CET) — whether or not there are customs duties, and if so, the
rate at which they are imposed. The other is the Common Agricultural
Policy (CAP).

The influence of the former is reasonably easy to apprehend: the duties
are published and their operation conforms to standard international
practice. The effects of the CAP on third country exports, on the other
hand, are indirect — though powerful — and much harder to discern. The
following paper, which was prepared by Christopher Trapman while he
was working as a Research Officer at ODI, is intended to clarify some
basic points about the workings of the CAP, and especially about the
system of levies on imports. It is hoped that the information which it
contains will provide useful background material for conference partici-
pants.

In order to understand the operation of the Common Agricultural Policy
and its effect upon non-member countries, it is necessary to state briefly
why the need for a common policy for agriculture should arise. Prior
to the Treaty of Rome, the Governments of member countries had fol-
lowed agricultural support and protection policies at different levels of
intensity and with different degrees of success. All recognised the need for
protection by some means or another of their farming community,
although emphasis differed between justification on purely social grounds
of maintaining rural employment and reasonable incomes to farmers at
the cost of the consumer, and attempts to keep food prices down. While
some differences in farmer policies of Member States were so great as to
seem irreconcilable, it was at the same time recognized that without a
common policy for agriculture, the full principles behind the Treaty
could never be implemented.

The objectives of a common market extending to agriculture and agri-
cultural trade as laid down in the Treaty of Rome were expanded, still
only in general terms, at a conference of officials of ministries’ and
farmers’ organisations who met at Stresa in July 1958. These emphasised,
inter alia, the need to increase trade between member countries, to
achieve a balance between supply and demand, to avoid encouragement

1Research Associate, Overseas Development Institute
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of surpluses and to give scope to the comparative advantage of each

region. Essentially a common protective policy towards outside suppliers

was inherent in these objectives and a common external frontier for all
agricultural produce was envisaged by the early seventies.

The principle of the use of the variable levy was accepted at an early
stage as a means of adjusting current external market prices up to
internal target prices, and thus protecting EEC producers from competi-
tion from lower prices prevailing on world markets outside. It was not,
however, until 1968 that a Common Agricultural Policy (CAP) was
formulated for a group of agricultural products which included cereals,
pigmeat, eggs, poultry meat, fruit and vegetables and wine. The list has
since been added to and at present the following commodities are accom-
modated in one sense or another under the Common Agricultural Policy
of the EEC.

Grain: Wheat, barley, oats, rye, maize, buckwheat, millet,
durum wheat, canary seed, grain sorghum, flour, cereal
meal, malt, starches, gluten and other processed products
from cereals.

Rice

Dairy products: Fresh milk and cream, concentrated and sweetened
milk and cream, powder milk, butter, cheese and curd.

Poultry

Meat

Eggs

Pigmeat

Fruit and

vegetables: Apples, apricots, cherries, clementines, lemons, manda-

rines, oranges, peaches, pears, plums, strawberries, table
grapes, artichokes, asparagus, beans, brussel sprouts,
cabbage, carrots, caulifiower, celery, chicory, cucumber,
endives, garlic, lettuce, onions, peas, spinach and
tomatoes. Also processed products of the foregoing.

Vegetable oils

and fats
Oilseeds: Colza, rape, sunflower seed etc.

Olive oil

Sugar: Sugar beet, refined sugar, raw sugar, molasses.

Non-edible

horticultural

products: Live trees, plants, cut flowers.

Tobacco

Wine

However, despite the fact that all the above are covered by the CAP,
the effects of this policy are by no means uniform to all, especially when
one examines the different aspects of protection from third country
.products. '
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Before examining different methods of protection which discriminate
against cheaper goods produced in third countries it may be helpful to
give brief definitions of terms used under CAP pricing policy. Unfort-
unately terminology is not always precise and is used with different
meanings in different circumstances. Each year the Council of Ministers,
acting on proposals from the Commission of the EEC decides upon:
Target or Indi- in the case of cereals, oils, fats, milk, sugar and

cative prices tobacco.

Basic prices in the case of pigmeat, fruit, vegetables and wine.
Guide prices in the case of cattle and calves.

These prices represent the level which it is hoped that wholesale
market prices will attain in the area of biggest deficit (which, in the case
of grains is Duisburg in the Ruhr.) They are fixed to enable farmers to
plan production and to give economic guidance to all market users. The
CAP aims at keeping the market price as close as possible to the target/
basic/guide price.

In order to keep prices at about this level, the council also fixes an
Intervention Price in the case of most of the above commodities (for
exceptions see Table I below) which is the price at which member
governments or their agencies are obliged to buy up commodities offered
to them. It is usually calculated as a percentage of the target/guide/basic
price and is a form of guaranteed price, comparable in effect to the United
Kingdom farm price support policy for some products. In the case of
cereals this level ranges between 5%, and 109, below the target price.

In addition for cereals, refined sugar, oils, oilseeds and tobacco, it
has been necessary to fix Derived Target and Intervention Prices at a
number of centres at varying distances from the area of greatest deficit,
which are generally lower than the basic prices by the amount of the
lowest cost of transporting grain from the local centre to the basic
intervention point.

Similarly in order to relate international prices to the basic community
price, the Commission calculates transport and handling costs from
the main ports so that the council can fix a minimum duty-paid import
price or: .

Threshold Price in the case of cereals, dairy products, beef and veal,
sugar and olive oil.

Sluicegate Price in the case of pigmeat, eggs, poultry meat and wine.

Reference Price in the case of fruit and vegetables.

Threshold and sluicegate prices are implemented by means of levies
or variable import taxes fixed by relating the threshold price to the
lowest offers of imported commodities. The amount of the levy is
adjusted to the world market situation every day in the case of grains,
fortnightly for dairy products and quarterly in the case of pigmeat. The
amount of the levy is changed to take account of (a) monthly movements
and annual adjustments of the threshold/sluicegate price and (b) changes
in offers of commodities c.i.f. at the EEC customs border. Assuming that
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Table 1

EEC support arrangements under CAP

Variable Levies

Threshold Prices

Sluicegate Prices

Reference Prices

Customs Duties

(CET)

Target Prices

Basic Prices

Guide Prices

Intervention Prices

Derived Intervention

Prices

Export Restitutions

Quality Standards

not Durum Wheat
Grains or Rice

Durum Wheat
Rice

Raw Milk
Butter

Milk Products
Fat Cattle
Veal Calves
Meat
Pigmeat

Eggs

Poultry Meat
White Sugar
Sugar Baet
Fruit and Vegetables

Non-Edible Horticultural
Products

Vegetable Oll
Oilseeds
Olive Qil
Wine

Tobacco

x X X

X X X X X X X x X

X*

X xX X

=

bl

% X X X X
|

X X X

I

xX X X X

x

X X X

| x x|

xX X X

xX X X

X X X X X

x X

x x|

I

x

X X X x x |

* Countervailing charge having similar effect as levy.

Source: Food Farming andthe Common Market by Michael Butterwick and

Edmund Neville Rolfe, 0.U.P, 1968.
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threshold/sluicegate prices were constant, levies would go up as c.i.f.

prices fell and would go down as c.i.f. prices increased.

Variable import taxes in the case of fruit and vegetables when imposed
are known as Countervailing Charges.

With regard to exports from the community, in the case of grains
(excepting durum wheat and rice), dairy products, beef and veal, sugar,
fruits, vegetables, oils, oilseeds and tobacco, Restitution or Refunds are
granted to enable commodities purchased on EEC markets to be exported
at the level of world market prices and are the counterpart of Ilevies
applied to imports. They are, in effect, export subsidies.

A further factor which should be mentioned is that in the cases of
eggs, poultry meat, friit and vegetables and wine there are distinct
Quality Standards. Only products subject to the common rules which
satisfy the quality standards are acceptable as imports from non-member
countries and in intra-Community trade.

There are particular difficulties that arise in trying to ascertain the
level of levies facing countries exporting to the Common Market in the
case of most products covered by the CAP, caused by the fact.that
Levies can alter daily in the case of cereals, every two weeks in the case
of dairy products and up to four times in a year for pigmeat. For most
products not covered by CAP external levies, there is a reasonably
straight-forward and fixed Common External Tariff facing third countries,
which provides preferential treatment to Associate Members.

However, for the sake of clarification the following is an attempt to
set out the alternative arrangements which may apply as tax barriers
to imports into the EEC.

(a) An import may face duty under the Common External Tariff (CET)
with no levy applied to it. This is so in the case of raw milk, some
oilseeds, non-edible horticultural products and vegetable oil. )

(b) An import may face the imposition both of duty under the CET
" and a levy. This is the case with the majority of products covered by
. the CAP.

(c) ‘An import may be duty free under CET, but face the imposition of
" a levy, as in the case of sugar, oil cake made from olive oil and
- molasses as animal feed.

(d) An import may be free both of duty under the CET and levies, as in
the case of breeding animals, some oilseeds, raw vegetables for
‘dyeing and tanning, meat extracts and juices, and a few other
insignificant items. = - -

-~} is important-to note -that only the Assoc1ated States of Guadeloupe,
Martlmque, Réunion and Guiane benefit from full exemption of the
external CAP tariffs and from CAP support prices. In principle, import
policy provisions of .the CAP are applicable to imports from all other
third countries 1nclud1ng Associated countries, However, certain ad hoc
measures have been made to mitigate the effect of the policy for exports
from Associate members. For example, a variable levy on rice has been
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imposed at a reduced rate for Associated territories, and levy-free quotas
have been agreed for products processed from rice and cereals from these
countries. For vegetable oils and oilseeds arrangements have been made
to subsidise Associated countries’ exports to the extent of any shortfall of
world prices from a predetermined target price. Both the Yaoundé II and
Arusha II Conventions allow for special arrangements to be made case
by case (after consulting with the respective Association Councils) for
exporting agricultural products covered by the CAP to the Community.
The following gives a brief description of the tariff protection arrange-
ments by commodity under the CAP:
(a) Grains
Threshold prices, which are the same at all EEC ports, do not change
during the crop year, except to make allowance for monthly incre-
ments, which are provided to give incentives to farmers to store their
own grains, and maintain a balanced supply of grain coming forward
from farms to the market.
Levies are common to the whole community and change to take
account of the changing prices on the world market. If prices
increase, levies are reduced and if prices fall, levies rise. By 2. 15 p.am.
each day the Commission’s Price Information Office in Brussels
receives up to 1,000 quotations for spot and future shipments from
national agencies. Price developments can also be checked direct
with grain markets, and when the lowest c.i.f. price for each grain
is established, the levy is calculated and approved by 6.00 p.m. the
same evening, to come into effect by midnight. Tn order to give some
flexibility to the trade, levies are not changed if market prices shift
only slightly. For instance with maize, offers can rise or fall by 75
cents per ton without the levy being changed. There is a further
element of flexibility whereby the trade can fix levies in advance for
future shipments, by issuing dated import licences. Importers are
penalized if they fail to use their import licences and if the shipment
is not Janded during the month indicated at the time of the licence
application,
(b) Dairy Products
Variable levies are applied to butter, cheese, processed mllk and
lactose. Threshold prices from which the levies are derived are based.
as with other processed commodities, on the internal target price of
the basic product and on average manufacturing costs, together with
an element of protection for the home processing industry. Products
other than cheddar, tilsit and butter are divided into the following
twelve groups, designated by a pilot product, to which a number of
other products are assimilated, and cach with a different threshold

price:
Powdered whey Parmesan
Powdered whole miltk Emmental
Powdered skimmed milk Gouda
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Condensed milk, unsweetened Butterkase

Condensed milk, sweetened Camembert

Blueveined cheese Lactose
Exports of dairy products are given subsidies to cover the disposal
of surpluses on lower priced external markets.
Beef and veal
A basic level of protection against imports of live cattle is provided
by a common external tariff of 20%, ad valorem. A levy is applicable
as a protection against imports of medium grade fat cattle based on
internal market prices. The levy consists of the difference between
the guide price and the duty-paid import price. When internal market
prices, on selected Community markets, fall to 105% of the guide
price, the levy is reduced to 50% of the full rate. Once internal
prices fall to the actual guide price levy, imports become liable to the
full rate of levy. For purposes of calculating the amount of the
levy, the import price is deemed to be the prevailing average c.i.f.
price for equivalent medium grade cattle on a number of represent-
ative third country markets (Britain, Ireland, Denmark and Austria).
Levies for carcass meat, offals, derived beef and veal products are
calculated according to a large variety of co-efficients relating them
to fresh meat and cattle. For frozen beef, a special levy is calculated
on the world price for such beef, but there are provisions for waiving
the levy fully or partially, as in the case of frozen beef for the pro-
cessing or canning industry when supplies of such meat are low in the
EEC (the foregoing only applies to amounts imported over and above
the 22,000 ton quotabound in GATT .for corned beef and frozen
meat at fixed tariffs of 26%, and 209, respectively.)

(d) Mutton and lamb

Neither of these two products are covered under the CAP. There is a
20%, common external tariff bound in GATT on both, and addition-
ally France imposes minimum import prices.

(e) Pigmeat

()
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Protection against imports from third countries is provided by
sluicegate prices and levies. The latter comprise two elements, one
consisting of the difference between feed grain prices in the EEC
and world market prices — and the other a 7%, tariff based on the
average sluicegate price in the previous year. Sluicegate prices are
determined by the Council of Ministers for three months in advance.
Eggs

Levies are raised on imports of eggs into the Community which are
offered at lower than sluicegate prices. These levies consist of two
components: (1) A variable component equal to the difference in the
feed cost of producing eggs inside the community and outside it,
due to the difference in the price of feed grains in the Community
(threshold prices) and on the world market (calculated quarterly).



(2) a fixed component equal to 7%, of the average sluicegate price
for shell eggs for the four quarters up to 1st May preceding the 1st
August on which the component is fixed. It is fixed for a period of
twelve months ahead.

Sluicegate prices upon which levies are based are fixed quarterly in
advance, taking into account changes in feedgrain prices on the
world market during the preceding six months. The c.i.f. price which
forms the basic of the supplementary levy is determined by the
lowest current offer on the world market. Should abnormally low
offers arise on one or more markets a second ‘free at frontier’ price
is determined, on which the supplementary levy applicable to those
countries’ exports is based.

(g) Poultry meat

(h)

@

Measures for protection against imports of poultry meat are essen-
tially the same as for eggs, with levies reinforcing sluicegate prices
for poultry meat, live poultry and day-old chicks. Only imports of
poultry livers and certain kinds of preserved meat and offals are
limited to lower rates of duty under GATT.

Sugar :

For imports of sugar from third countries threshold prices are fixed
for white sugar, raw sugar and molasses in the light of the target
price, with allowances being made for transport costs from the area
with the highest surplus to the most distant deficit area (Palermo in
Italy). The system of import levies is based on the lowest offer price
on the world market. The CAP sugar policy covers sugar produced in
the French Overseas Departments of Guadeloupe, Martinique, and
Réunion and these countries benefit from derived intervention prices,
for sugar produced within a regulated quota of 465,000 tons.

Fruit and vegetables

Producers of fruit and vegetables in the EEC enjoy a similar type of
protection against imports from third countries as producers of other
CAP commodities.

Reference prices for all products are fixed by the Commission
corresponding to the lowest market prices in the area of greatest
surplus for each product. If import prices remain below the reference
price for more than three consecutive days a countervailing duty is
applied equivalent to the difference between the reference price and
the import price. Import prices are calculated at 2 number of main
internal markets with the allowance made for transport costs from
the frontiers, as well as customs duty.

In the case of processed fruit and vegetables, import levies are
collected according to the degree of sugar content in the produce.
A further measure of assistance to EEC producers of fruit and
vegetables is the granting of refunds on exports, equivalent to the
duty under the CET, plus any countervailing duty which may be
applicable.
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(k)

®

A

Non-edible horticultural products

A fixed CET import duty is only applied to imports of these products
from third countries.

Vegetable oil and oilseeds

Oilseeds generally enter the EEC duty free. Some vegetable oils
are subject to duties under the CET while animal oils and fats are
dealt with by the same terms as the respective regulations covering
the livestock products from which they are derived. There are,
however, separate regulations for olive oil and oil seeds. Levies are
raised on imports of olive oil which are offered at lower than
threshold prices. The internal market for oilseeds is protected by
means of dificiency payments to seed crushers, and there is no levy
arrangement for imports.

Wine and tobacco

In the case of wine, a levy is raised on the difference between the
lowest import offers from third countries and the CAP sluicegate
price. Tobacco is subject to duties under the Common External
Tariff of the EEC. There is no system of levies at present.

ppendix

Developing countries producing commodities covered by the CAP are
listed below. The list should be interpreted with caution. In particular, it
should be noted that the United Kingdom also maintains its own
protective apparatus on a number of the products listed. The products
themselves all account for 5%, or more of the exports of the countries
concerned.

In considering the list it should be noted that while EEC Associates
may expect a duty preference under the CET, preferences under the levy
system must be negotiated case by case after ratification.
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Algeria wine, fruit

Angola maize

Argentina meat, chilled, frozen and canned: wheat
maize

Barbados raw sugar, molasses, tobacco

Brazil sugar, animal and vegetable oils and fats

British Honduras fruit, prepared and preserved; sugar

Burma rice, fresh vegetables, oilseed cake and meal

Cambodia rice, maize, fruit and vegetables

Chad fresh, chilled and frozen meat

China, Taiwan fruit and vegetables, sugar

Costa Rica meat, fruit and vegetables



Cuba
Dahomey

Dominican Republic

Ethiopia
Fiji
Gambia
Guyana
India
Indonesia
Ivory Coast
Jamaica
Kenya
Lebanon
Malagasy
Malawi

Mali
Mauritius
Mexico
Morocco
Mozambique
Nicaragua
Niger
Nigeria
Pakistan
Panama
Paraguay
Peru
Philippines
Rhodesia
Senegal
Sierra Leone
Sudan

Syria

St. Kitts-Nevis
Anguilla
Tanzania
Thailand

Togo

Trinidad & Tobago

Tunisia

United Arab Republic

Uraguay
Uganda
Upper Volta

sugar

" oilseeds, animal and vegetable oils and fats

sugar
fruit and vegetables, oilseeds

‘sugar

oilseeds, vegetable oils

rice, sugar

fruit and vegetables, sugar

oilseeds and vegetable oils

fruit and vegetables

sugar, fruit and vegetables

meat, cereals, maize

fruit

rice

maize, vegetables, tobacco, oilseeds and
vegetable oil

livestock, oilseeds and vegetable oil
sugar

meat, cattle, vegetables and sugar
fruit and vegetables

maize, sugar

meat

oilseeds, vegetable oils, livestock
oilseeds, vegetable oils

rice

fruit, sugar

meat and meat products, tobacco
sugar

sugar, animal and vegetable oils and fats
tobacco

oilseed cake and meal, vegetable oils
oilseeds

oilseed cake and meal, oilseeds, crude
vegetable material

fruit and vegetables

cane-sugar

cane-sugar

fruit and vegetables

rice, maize, fruit and vegetables
oilseeds

sugar cane and beet

tobacco, wine, olive oil

cereals, rice, fruit and vegetables
meat and meat products, beef
sugar

livestock, oilseeds, vegetable oil
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Note: — nil or negligible
.. not available



Table 1 EEC and EFTA Imports from LDC’s of Commonwealth, Yaoundé and Rest of World: 1959 $m Table 2 Imports of OECD countries from LDC's of Commonwealth, Yacundé and Rest of World: 1969 $m

SITC Austria Denmark Norway Portugal UK Sweden Switzer- EFTA* Germany Benelux France Italy Nether- EEC OECD EEC EFTA Benelux Nether- Germany France Italy UK Other Other
land lands SITC Total lands EFTA OECD
1 2 3 4 5 6 7 8 9 10 11 12 13 14 1 2 3 4 5 6 7 8 9 10 11
Total imports Total imports (3-9) [1-(2+3)]
Commonwealth LDC's 375 355 30-5 110 1,8695 738 39-7 2,086-2 4191 75-9 137-0 153-3 1681 953-4 Commonwealth LDC’s 8,762-4 1,8108 26158 155-4 259-2 680-8 479-8 4385 21771 4387 4,335-8
Yaoundé Associates 2:2 71 35 1-2 297 5-4 75 56-6 88:3 207-9 455-5 60-4 42-2 854.3 Yaoundé Associates 2,098-1 1,7188 167-5 479-8 122-8 2481 668-8 200:2 130-8 36-7 316-5
Other LDC's 49-0 135-1 839-0 124-8  1,998.9 2635 115-0  2,7753  1,431-7 3576 1,629-1 7672 664-6  4,850+1 Other LDC's 29,740-8 11,255-3  4,766'8 920-6 1,334-4 36511 25385 26070 27661 20007 13,6150
Total LDC's 88-7 1777 123-0 1370 3,898-1 342-4 1622  4,918-1  1,939-1 6414 22216 981-9 8748 6,657-8 Total LDC’s 40,601-3 14,7849  7,550-1 1,658-8  1,716-4 4,580-0 3,687-1 3,245-7 50740 2476-1 18,266-3
World 1,144-6 1,594-3 1,3144 475-8 11,1723  2,408-9 19134 20,0237 84773 34446 5,087-0 3,347-0 3,938:8 24,2947 World 191,885-9 755777 44,0099 9,988-6 10,993-5 249290 17,219-8 12,4997 19,9563 24,633-2 72,2983
0 Food & live animals 0 Food & live animals
Commonwealth LDC's 11-0 8-0 5-4 0-3 686-3 1341 118 735-9 114-8 8-4 114 332 46-6 2144 Commonwealth LDC’s 1,556-0 2181 774-0 9-9 65-0 89-9 16-0 36-4 6942 79-8 562-9
Yaoundé Associates 0-7 24 17 — 97 1-8 2-4 187 21-4 116 176-4 28-4 171 254-9 Yaoundé Associates 6451 488-5 24-7 14-6 63-6 1041 2561 49-8 165 92 131-9
Other LDC's 26-3 67-3 328 28-7 468-3 91-5 52-1 7657 451-6 92:3 4247 160-2 167-7 1,295:8 Other LDC's 6,969:3 23436 1,022:9 183-3 3247 790-0 501-5 546-2 404-9 618-:0 3,602-9
Total LDC’s 48-0 777 39-9 290 1,164-3 106-4 66:3  1,520-3 587-8 112-3 6125 221-8 231-4  1,765+1 Total LDC's 9,170-4 3,051-2 1,821-6 207-8 453-3 984-0 773-6 632-4 1,114-6 707-0 4,297-7
World 1787 232-4 132:6 41-9  3,921-0 290-2 305-6 51024 20829 443-3 900-6 545-9 5588  4,6315 World 25,162:2 105113 623178 1,036:0 1,3546 392756 20780 21153 42006 2117-2 8,3331
1 Beverages & tobacco 1 Beverages & tobacco
Commonwealth LDC’s 1-2 0-4 0-7 0-2 971 05 0-2 100-3 74 30 — — 4.0 14-4 Commonwealth LDC's 92:5 10-0 63-0 25 34 36 0-2 0-1 59:4 3-6 19-56
Yaoundé Associates — — — — — — — — 0-3 01 7-4 — — 7-8 Yaoundé Associates 8-8 57 0-8 0-4 — 0-2 5-0 — — 0-8 24
Other LDC’s 0-6 12-6 —_ 0-5 1.7 02 5.2 20-8 171 6-1 2459 — 17-8 286-9 Other LDC's 3239 190-2 39-4 10-6 86 481 121-8 25 8-6 30-8 94.2
Total LDC's 1-8 13-0 07 07 98-8 0-7 54 1211 248 92 253-3 —_ 21-8 3091 Total LDC's 425-2 205-9 103-2 13-56 12-0 51-8 126-0 2:6 68-0 35-2 1161
World 1141 355 107 6-1 341-0 28:2 43-2 475-8 1566 55-5 287-7 150 52-1 566-9 World 2,782-8 978:3 755-3 1226 131-6 404-5 217-0 1025 441-0 3143 1,049-2
2  Crude materials, inedible 2  Crude materials, inedible
Commonwealth L.LDC's 11-4 172 11-4 9-2 4750 24-4 17-0 433-3 2134 50-0 102-6 92-1 69-2 527-3 Commonwealth LDC's 2,172-8 582-4 380-8 551 636 181-5 1658 1160 2707 1101 1,209-6
Yaoundé Associates 08 2-7 10 0-8 10-8 1-8 45 22:4 48-2 555 172-9 81 132 2981 Yaoundé Associates 734-7 5531 803 69-4 391 108-1 259-8 865 55-7 246 101-3
Other LDC's 17-8 26-3 14-2 49-3 364-2 373 31-6 538-6 394-8 66-9 268-6 141-2 122-0 99356 Other LDC's 5,038-:0 11,6745 708-1 139-0 123-2 6484 335-8 428-7 406-3 3018 26554
Total LDC's 300 46-2 266 59-3 840-0 63-5 531 994-3 656-4 172:4 544-1 2414 204-4 1,8189 Total LDC's 7.945'5 28100 1,169-2 2535 225-9 938-0 7614 631:2 732:7 436-5 3,966-3
World 13211 162-4 876 86:0 2,455-4 1836 1798 3,286-9  1,861-1 6369 1,150:8 921-6 548-4 51188 World 24,945-4 9,847'56 4,6409 1,247-6 1,033-8 34367 1898099 22195 28347 18062 104570
3 Mineral fuels & lubricants 3 Mineral fuels & lubricants
Commonwealth LDC’s —_ 1-7 0-8 0-4 1210 141 03 1383 0-2 0-2 — 0-6 17-2 18-2 Commonwealth LDC’s 681-5 135-3 202-4 133 50-4 31-8 361 36 118-3 841 343-8
Yaoundé Associates —_ — — — — — —_— — — — 1541 — —_— 1541 Yaoundé Associates 27-4 2141 341 19 0-6 21 16-1 04 2:2 0-9 32
Other LDC's — 235 26-2 448  1,020-5 115-9 4.2 1,235 3817 157-9 597-4 403-8 3290 1,869:8 Other LDC's 12,509-4 54603  2,192-1 468-9 7619 1,397-7 1,372:0 14600 1,5875 604-6 4,857-2
Total LDC's — 25-2 27-0 452 1,1415 130-0 4.5 13734 381-9 1581 6125 404-4 346-2  1,8931 Total LDC's 13,2183 5,616:7 2,397-6 4841 8129 1,4316 14242 14640 1,7080 689-6 5,204-0
World 122-7 202-0 115-2 53-7 1,311-0 361:2 1608  2,3266 661-3 396-0 1,009-6 5852 536-1 3,188-2 World 19,6300 7,952:4  4,248:0 892-8 10717 22079 19646 18155 2,846 20634 73296
4  Animal & vegetable oils & fats 4  Animal & vegetable oils & fats
Commonwealth L.DC’s 25 06 — — 655 05 1:2 70-3 41 1-9 0:2 51 4-4 15-7 Commonwealth LDC's 10341 218 667 13 47 8-4 241 5-0 63-2 35 14:6
Yaoundé Associates 05 1-9 . 086 — — 1-3 0-1 4-4 13-5 11-4 50-5 "85 5-4 873 Yaoundé Associates 83-9 771 1-8 31 7-7 14-2 45-2 82 0-9 0-9 5-0
Other LDC's 17 11 0-2 36 1641 32 1-2 271 236 1-8 39 27-8 13-9 87-0 Other LDC's 295-8 1482 309 5-5 239 49-8 31-2 37-2 14-0 16-9 116-3
Total LDC's 4-7 36 0-8 36 81-6 5-0 2:5 101-8 41-2 151 54-6 39-4 236 190-0 Total LDC's 482-8 2475 99-4 9-9 36-3 724 78-5 50-4 781 21-3 135-9
World 22:0 93 14-2 6-3 150-6 180 11-2 231-6 1428 29:5 80-8 84-4 66-1 403-6 World 1,770:0 622:3 2704 54-1 103-8 181-8 147-9 134-6 1755 94-9 277-3
5 Chemicals & Chemicals
Commonwealth LDC's —_ — 76 0-1 89 — — 166 0-7 — 10 — 7-9 9-6 Commonwealth LDC’s 183:3 329 966 — 197 4-5 4.4 22 431 535 53-8
Yaoundé Associates — —_— —_— — —_— —_ 0-1 0-1 0-7 0-1 241 — — 29 Yaoundé Associates 10-5 6-4 0-7 —_ 0-3 1-9 3-8 0-2 0-5 02 35
Other LDC’s — 141 01 0-2 111 11 05 141 10-2 1-0 19-3 4-4 37 386 Other LDC’s 344-6 105.9 67-4 4-9 235 307 30-8 18-3 28-4 380 171-2
Total LDC'’s — 11 77 03 20-0 141 06 30-8 11-6 11 22-4 4-4 11-6 51-1 Total LDC's 538-4 145-2 164-7 4-9 43-5 37-1 39-0 207 72:0 92-7 2285
World 95-2 134-8 80-9 48-6 387-4 183-1 1642  1,084-2 334-7 228-1 2291 231-0 2436 1,266'5 World 12,6923 55265 34427 724-8 9171 15602 1,349+ 975-3 1,113 2,331-4 3,623
6 Manufactured Goods 6 Manufactured goods
Commonwealth LDC's 0-6 4-9 1-5 0-3 312-3 15-4 6-8 341-8 62-2 11-3 20-3 20-8 9-8 124'5 Commonwealth LDC's 2,403-2 595-1 7181 64-4 23-9 208-2 1437 154-9 612:2 1059 1,367'9
Yaoundé Associates 0-3 —_ —_ 0-3 7-6 0-3 0-1 8-6 34 128-0 29-4 18-3 62 185-3 Yaoundé Associates 683-0 559-5 56-7 400-6 10-0 16-56 77-4 54-4 55-2 15 66-8
Other LDC's 1-8 2:3 14 12 80-1 11-0 18-0 116-8 147-6 2341 45-9 185 81 242-2 Other LDC's 2,750-5  1,366-4 492-6 10141 385 525-0 212-8 2027 275-3 217-3 900-5
Total LDC’s 27 7-2 2-9 1-8 400-0 26-7 24-8 4662 2132 162-4 956 576 24-2 552-0 Total LDC’s 5,836-7 22341 12674 566-1 72-4 7497 433-9 412-0 942-7 324-7  2,335-2
World 216-4 4031 296-1 963  1,6171 544-2 5086 3,581'8 1,825.9 811-9 6580 4826 917-4  4,695-8 World 40,386-2 17.435-0 10,0045 2,693-6 2472:0 673417 37807 2147-1 44159 55886 12,9467
7  Machinery & transport equlpment 7  Machinery & transport equipment
Commonwealth LDC'’s —_— — —_ 26-9 15 — 28-4 0-2 0-2 — 1-2 0-1 1-7 Commonwealth LDC’s 2398 165 46-9 0-8 33 82 1-0 31 433 3-6 176-4
Yaoundé Associates — — — —_ 1-0 — —_ 10 — 0-6 —_— —_— — 0-6 Yaoundé Associates 5-7 51 0-3 0-2 0-3 — 4-3 02 0-3 — 0-3
Other LDC's — — 165 — 18-7 1-5 — 36-7 0-3 41 09 10-8 07 16-8 Other LDC's 448-3 75-8 62-1 4-3 16-0 324 12:2 11-2 35-9 26-2 3104
Total LDC's —_ —_ 16'5 —_— 46-6 30 — 66-1 0-5 4.9 09 12:0 0-8 191 Total LDC's 693-8 974 109-3 5-3 19-6 40-6 175 14'5 795 293-8 4871
World 3015 349-0 506-6 116-8 707-6 6255 —  2,990-3 752-3 6435 639-2 3787 764-3  3,178-0 World 46,1471 15,5929 10,1619 24511 26229 39393 4,213.5 23662 3,659 69960 20,3923
8 Miscellaneous manufactured amcles 8  Miscellaneous manufactured articles
Commonwealth LDC's — 2-6 — 56-0 4-8 — 64-4 135 1-0 0-4 06 16 171 Commonwealth ILDC’s 11736 191-2 3320 68 23-8 138-8 131 8:3 233-2 98-8 650-4
Yaoundé Associates — — —_ — 0-2 — — 0-2 0-3 0-1 0-3 — —_ 0-7 Yacundé Associates 11 05 0-1 01 — — 0-2 — 01 — 05
Other LDC's — —_ — — 1-2 0-2 0-6 2-0 35 01 1-4 — 0-5 4-5 Other LDC's 7647 147-3 62-0 2-9 14-2 110-0 19:0 4.7 22-3 397 555-4
Total LDC's — 10 2:6 — 57-4 50 06 66-6 17-3 1-2 241 06 21 22-3 Total LDC's 1,939-4 339-0 394-1 98 38-0 248-8 323 130 255-6 13856  1,206-3
World 64-7 65:2 70'5 20-0 3384 174:4 165-5 898-7 5577 192-6 116-2 995 210 1,176-3 World 16,159-6  6,052-2  3,871-2 7517 11645 2,081-7 15523 502-0 1,232'4 26388 6,236:2
9  Other transactions 9  Other transactions
Commonwealth LDC's — —_ — — 39 0-1 — 39 0-9 — — — 0-2 11 Commonwealth LDC's 137-7 5-1 18-6 0-1 0-6 39 0-1 0-2 184 02 114-0
Yaoundé Associates — —_— — — —_ — —_ - — — 0-1 — — 01 Yaoundé Associates 2-8 11 — 0-1 01 0-4 01 — —_ —_ 1.7
Other LDC's — — — — — — — — 1-8 — 36 — 0-3 57 Other LDC's 210-1 315 5-0 07 17 245 0-6 4-7 43 0-7 1736
Total LDC's — — — — 39 0-1 — 39 27 —_ 37 — 0-5 6-9 Total LDC’s 350-6 377 236 09 24 28-8 08 4-9 227 09 289-3
World 0-2 05 0-1 01 42:8 05 12 45-4 821 72 15:0 31 415 1489 World 16,159-7 60522 3,871-2 7517 1,1645 2,081-7 15523 502-0 11,2324 26388 6,236-3

* Excluding Finland.

Source: Compiled from OECD Statistics of Foreign Trade Source: Compiled from OECD Statistics of Foreign Trade.
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Conference Programme

Monday, 26 April, 1971
Introduction

Rt. Hon. Lord Campbell of Eskan, Hon. President, Society for Inter-
national Development (UK Chapter) and Member of Council,
Overseas Development Institute

The developing countries in the official negotiations

Chairman: Rt. Hon. Lord Campbell of Eskan

Speaker: Mr. Anthony Kershaw, MC, MP, Parliamentary
Under-Secretary of State, Foreign and
Commonwealth Office

Trade implications for the developing countries of UK entry into the EEC

Chairman: Rt. Hon. Lord Campbell of Eskan

Speaker: Mr. David Wall, Lecturer in Economics,
University of Sussex

Association with the EEC and the options for developing countries

Chairman: . Rt. Hon. Mrs. Judith Hart, MP.

Speakers: Dr. Charles van der Vaeren and Mr. Gerhard
: Schiffler from the Directorate General of
Development Aid, EEC Commission, Brussels

Discussants: His Excellency Mr. B. R. Patel, Ambassador of
India in Brussels
Hon. R. J. Ouko, Minister for Common Market
and Economic Affairs, East African
Community
Mr. John Southgate, CBE, Executive Director,
Commonwealth Sugar Exporters Association
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Tuesday, 27 April, 1971

Plenary Session

Presentation and discussion of issues arising from previous day

Chairman: Sir Geoffrey Wilson, KCB, CMG, Deputy
Secretary General, Commonwealth
Secretariat

Speaker: Mr. John Pinder, Director, Political and

Economic Planning

Group Discussions

Co-ordinator: Mr. John Pinder

Discussion Leaders: Group 1 — Mr. Hugh Corbet, Director, Trade
Policy Research Centre
Group 2 —~ Mr. David Fiennes, CBE, Director,
Investeco
Group 3 - Mr. Uwe Kitzinger, Official Fellow
and Investment Bursar, Nuffield
College, Oxford

Plenary Session
Groups report in panel discussion

Chairman: Mr. John Pinder

Discussants: Mr. Hugh Corbet
Mr. David Fiennes
Mr. Uwe Kitzinger

Summing up

Chairman: Mr. Antony Tasker, CBE, Director, Overseas
Development Institute

Speaker: Mr. Paul Streeten, Warden, Queen Elizabeth
House, Oxford
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Society for International Development
(United Kingdom Chapter)
7 Gerald Road, London SW1W 9EH

The Society for International Development (SID), founded in 1957, is
an international, non-governmental organisation with Headquarters in
Washington. It has over 6,000 members in 52 countries, all of whom in
one way or another are engaged in development work. They include
educators, doctors, agronomists, administrators, and people concerned
with trade and investment in developing countries, study and scientific
research.

SID publishes the International Development Review quarterly and
Survey of International Development monthly. It holds international con-
ferences; the last two were at Ottawa in 1971, and at San José, Costa
Rica in 1973. Regional conferences are also held: the Dutch Chapter
arranged a conference on the international division of labour at The
Hague in October 1971, and the United Kingdom Chapter was host
to a conference on alternative approaches to development in September
1973, at Oxford.

Overseas Development Institute
10-11 Percy Street, London W1P 0JB

The Overseas Development Institute (ODI) is an independent, non-
government body aiming to promote wise action in the field of
overseas development. It was set up in 1960 and is financed by dona-
tions from British business and by grants from British and American
foundations and other sources. Its policies are determined by its
Council.

The functions of the Institute are:

1 to provide a centre for research in development issues and pro-
blems, and to conduct studies of its own;

2 to be a forum for the exchange of views and information among
those, in Britain and abroad, who are directly concerned with
overseas development in business, in government, and in other
organisations;

3 to keep the urgency of development issues and problems before
the public and the responsible authorities.
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Europe’s Chosen Few
Policy and Practice of the EEC Aid Programme

avd Jones, Research Officer at ODI, examines EEC aid to :
Associates, analyses the merits and demeér’ts o he p ese t ar ange
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Farmers and Foreigners
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Frank El s, Jc ristopher R1 o , of he mvers
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82 pag#s, tables apy
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